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AYEN ENERJI

UNDERPERFORM

FX losses inflate loss in 3Q15

= Losses deepen in 3Q15. Ayen Eneriji reported TRY49mn loss in
3Q15 (2Q15:TRY5mn loss) on surging FX losses and weaker
operating profitability vs. our expectation of TRY57mn loss. Deviation
was mainly due to lower FX losses, while EBITDA remained at mere
TRY10mn, below our TRY19mn estimate on declining margins. There
is no reliable consensus available. We expect negative reaction to
the weak results.

®= Topline in line, but EBITDA weaker than expected. Total
generation stayed almost flat yoy, falling 26% qoq to 207Gwh
although Albanian HPP’s 1% phase had a full quarter of operation. On
seasonally higher spot prices, NGPP and BOT Yamula HPP
increased generation while other renewables contributed less due to
seasonality. Still, topline edged up 3% qoq and 5% yoy to TRY66mn,
which we attribute to increased trading. (YKYe:TRY68mn). However,
higher cost of sourcing pulled down gross margin to just 7% (7pps
down yoy) and despite OPEX control EBITDA fell 64% qoq and 29%
yoy to TRY10mn.

= FX losses extend on strong Euro. The company booked
TRY67mn non-operating loss in 3Q15 vs. TRY26mn loss in 2Q15
due to FX losses on strong Euro. As a result of ongoing investments
(TRYS52mn) and weak TRY, net debt continued its upward trend to
TRY1,171mn from TRY993mn as of 2Q15 despite declining net
working capital.

®= No change in project plans. With 28MW in operation, Albania
project (110.7MW HPP) now enjoys 73% completion ratio. Akbuk in
Turkey (20MW WPP) is planned to be commissioned in 1H16 while
Cankaya HPP (98MW) has received preliminary license. Capacities
of Aksu and Mordogan WPPs will be increased by 8MW and
10.5MW, respectively.

= Downgrade to UNDERPERFORM. Revisiting our model in the
light of 3Q15 results and higher risk free rate, we cut TP to TRY1.90
from TRY2.50. Coupled with ytd outperformance (nominal 47%,
relative 53%), the stock price implies 36% downside. Therefore, we
downgrade the stock to UNDERPERFORM from BUY. Upside risks
to our call are weak Euro vs. TRY and decline in risk free rate.
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Table 1: Ayen Enerji- 3Q15 Summary financials (TRYmn)

Income statement Chg qoq (%)
Revenues 66 63 5 205 166 24 64 3
COGS 61 54 13 158 126 26 41 50
Gross profit 5 9 -49 a7 40 18 23 -80
OPEX 3 2 37 10 7 54 4 -16
Operating profit 2 7 =77 36 33 10 20 -92
EBITDA 10 14 -29 61 55 11 28 -64
Other income, net 22 8 184 45 10 n.m. 8 190
Financial income, net -89 -13 n.m. -143 -24 n.m. -34 163
Minority interest 5 0 n.m. 5 -2 n.m. 1 n.m.
Taxes 11 -1 n.m. 10 -5 n.m. 1 n.m.
Net profit -49 0 n.m. -47 12 n.m. -5 n.m.

Margins (%)

Gross 7.0 14.2 -7.2 pp 22.8 24.0 -1.2 pp 36.4 -29.4 pp
EBITDA 154 22.8 -7.4 pp 29.7 33.0 -3.3pp 43.7 -28.3 pp
Net -74.1 0.2 -23.0 7.4 -7.6

Balance Sheet Chg qoq (%)
Cash and cash equivalents 8 8 -2 8 8 -2 11 -23
Trade receivables 24 29 -17 24 29 -17 30 -21
Inventories 0 0 n.m. 0 0 n.m. 0 n.m.
LT assets 1,481 1,123 32 1,481 1,123 32 1,308 13
Total assets 1,539 1,209 27 1,539 1,209 27 1,383 11
Financial debt 1,180 861 37 1,180 861 37 1,003 18
Trade payables 86 60 43 86 60 43 78 10
LT liabilities 1,038 707 a7 1,038 707 a7 875 19
Equity 216 231 -6 216 231 -6 248 -13
Total liabilities 1,539 1,209 27 1,539 1,209 27 1,383 11

Financial ratios

Net debt 1,171 853 37 1,171 853 37 993 18
Debt/equity 86 81 5.0 pp 86 81 5.0 pp 82 3.9 pp
Receivable days 33 42 -8 32 47 -15 43 -9
Inventory days 0 0 0 0 0 0 0 0
Payable days 130 102 27 149 130 18 174 -45
Net working capital days -96 -61 -36 -117 -83 -34 -132 35

Source: Ayen Enerji, YKY Research
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Table 2: Ayen Enerji — Operational data

3Q15 3Q14 (S [ RYACH) Chg yoy (%) 2Q15 Chg goq (%)
Installed Capacity (MW) 398 370 8% 398 370 8% 398 0%
Hydro-BOT 100 100 0% 100 100 0% 100 0%
NGPP 41 41 0% 41 41 0% 41 0%
Hydro 99 71 40% 99 71 40% 99 0%
Wind 158 158 0% 158 158 0% 158 0%
Total Generation (Gwh) 207 203 2% 707 672 5% 279 -26%
Hydro-BOT 80 82 -3% 199 240 -17% 65 23%
NGPP 24 39 -39% 48 119 -60% 2 1094%
Hydro 20 8 161% 153 91 67% 117 -83%
Wind 83 74 13% 307 222 38% 96 -13%

Source: Ayen Enerji, YKY Research

Table 3: Valuation summary: Downgraded to Underperform

DCF Summary TRY mn

Existing power plants 419
New power plants (operative after 2012) 1,039
Net debt as of 9M15 1,171
Estimated market value 286
12M TP (cum div) 1.9
12M TP (ex div) 1.9
Current price 2.98
Upside Potential (%) -36%
Source: YKY Research estimates
Table 4: Ayen Enerji — Changes to YKYe (no consensus available)
New Old
TRYmn 15E 16E 17E 15E ‘ 16E
Net Sales 294 367 447 316 355
EBITDA 104 161 237 130 153
Net Income -63 69 129 41 55
EBITDA margin 36% 44% 53% 41% 43%
Net margin -21% 19% 29% 13% 16%

Source: YKY Research estimates, Bloomberg
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Research Rating and Important Disclosures
1. Important Disclosures

This research report was prepared by Yapi Kredi Yatirim authorized to engage in securities activities in Turkey amongst
other jurisdictions. Yapi Kredi Yatirim is not a registered broker-dealer in the United States and, therefore, is not subject to
U.S. rules regarding the preparation of research reports and the independence of research analysts. This research report
is provided for distribution to “major U.S. institutional investors” in reliance on the exemption from registration provided by
Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”).

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial
instruments based on the information provided in this research report should do so only through Kepler Capital Markets,
Inc. ("KCM”), a registered broker-dealer in the United States located at 600 Lexington Avenue, New York, NY 10022;
Compliance Department (212) 710-7625; Trading Desk: 212-710-7602; www.keplercheuvreux.com. Yapi Kredi Yatirim
maintains a Rule 15a-6 agreement with KCM. Under no circumstances should any (U.S. based) recipient of this research
report effect any transaction to buy or sell securities or related financial instruments through Yapi Kredi Yatirim.

KCM may accept responsibility for the contents of this research report, subject to the terms set out below, to the extent
that it is delivered to a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the
Financial Industry Regulatory Authority (“FINRA”) and may not be an associated person of KCM and, therefore, may not
be subject to applicable restrictions under FINRA Rules on communications with a subject company, public appearances
and trading securities held by a research analyst account.

A. Analyst Disclosures

The functional job title of the person(s) responsible for the recommendations contained in this report is Equity Research
Analyst unless otherwise stated on the cover.

Regulation AC: Analyst Certification: Each Equity Research Analyst(s) listed on the front-page of this report, principally
responsible for the preparation and content of all or any identified portion of this research report hereby certifies that, with
respect to each issuer or security or any identified portion of the report with respect to an issuer or security that the equity
research analyst covers in this research report, all of the views expressed in this research report accurately reflect their
personal views about those issuer(s) or securities. Each Equity Research Analyst(s) also certifies that no part of their
compensation was, is, or will be, directly or indirectly, related to the specific recommendation(s) or view(s) expressed by
that equity research analyst in this research report. Each Equity Research Analyst certifies that he/she is acting
independently and impartially from the referenced company/shareholders, directors and is not affected by any current or
potential conflict of interest that may arise from any the companies’ activities.

Analyst Compensation: The research analyst(s) primarily responsible for the preparation of the content of the research
report attest that no part of the analyst'(s) compensation was, is or will be, directly or indirectly, related to the specific
recommendations expressed by the research analyst’s(s’) in the research report. The research analyst'(s) compensation
is, however, determined by the overall economic performance of Yapi Kredi Yatirim.

Registration of non-US Analysts: Unless otherwise noted, the non-US analysts listed on the front of this report are
employees of Yapi Kredi Yatirim. Equity Research Analysts employed by Yapi Kredi Yatirim, are not registered/qualified
as research analysts under FINRA/NYSE rules, may not be associated persons of a U.S. registered broker-dealer and
may not be subject to NASD Rule 2711 and NYSE Rule 472 restrictions on communications with covered companies,
public appearances, and trading securities held by a research analyst account.

Please refer to www.yky.com for further information relating to research and conflict of interest management.

B. Ownership and Material Conflicts of Interest

Yapi Kredi Yatirim or its affiliates [do not] ‘beneficially own,” as determined in accordance with Section 13(d) of the
Exchange Act, 1% or more of the equity securities of the company referenced in this report. Yapi Kredi Yatirim, its
affiliates and/or their respective officers, directors or employees have [no] interests, or long or short positions, and may at
any time make purchases or sales as a principal or agent of the securities referred to herein.



KCM or its affiliates [do not] ‘beneficially own,” as determined in accordance with Section 13(d) of the Exchange Act, 1%
or more of the equity securities of the company referenced in this report. KCM, its affiliates and/or their respective
officers, directors or employees have [no] interests, or long or short positions, and may at any time make purchases or
sales as a principal or agent of the securities referred to herein.

C. Compensation and Investment Banking Activities
Yapi Kredi Yatirim or any of its affiliates have not managed or co-managed a public offering of securities for the subject
company in the past 12 months. Yapi Kredi Yatirim or any of its affiliates have not received compensation for investment
banking services from the subject company in the past 12 months. Yapi Kredi Yatirim or any of its affiliates do not expect

to receive or intends to seek compensation for investment banking services from the subject company in the next 3
months.

KCM or any of its affiliates have not managed or co-managed a public offering of securities for the subject company in the
past 12 months. KCM or any of its affiliates have not received compensation for investment banking services from the
subject company in the past 12 months. KCM or any of its affiliates do not expect to receive or intends to seek
compensation for investment banking services from the subject company in the next 3 months.

D. Market Making

Yapi Kredi Yatirim, at the time of this publication, does not make a market in the Ayen Enerji <AYEN>.

KCM, at the time of this publication, does not make a market in the Ayen Enerji <AYEN>.

E. Rating System
Stock ratings are based on the analyst’'s expectation of the stock’s total return during the twelve to eighteen months
following assignment of the rating. This view is based on the target price, set as described below, and on the analyst’s
opinion, general market conditions and economic developments.

Rating System

As from 31/12/2012, the formula is: As from 12/10/2015, the formula is:

Buy: expected total returns of 10% or more over the next 6-Buy: expected ttal returns of 15% or more over the next 6
12 months 12 months

Hold: expected toral returns of +/- 10% over next 6-12 Hold: expected total returns of 0-15% over next 6-12
months months

Underperform: expected total returns of - 10% or less over {Underperform: expected total returns of 0% or less over
the next 6-12 months the next 6-12 months

F. Distribution of Ratings

Coverage Universe Count Percent Percent Inv. Banking Relationships Count Percent
Buy 23 38% 0% 0 0
Hold 24 39% 0% 0 0
Underperform 11 18% 0% 0 0
Not Rated 1 2% 0% 0 0
Under Review 2 3% 0% 0 0

G. Price Target

Unless otherwise stated in the text of this report, target prices in this report are based on either a discounted cash flow
valuation or comparison of valuation ratios with companies seen by the analyst as comparable or a combination of the
two (2) methods. The result of this fundamental valuation is adjusted to reflect the analyst’s views on the likely course of
investor sentiment. Whichever valuation method is used there is a significant risk that the target price will not be achieved
within the expected timeframe. Risk factors include unforeseen changes in competitive pressures or in the level of
demand for the company’s products. Such demand variations may result from changes in technology, in the overall level
of economic activity or, in some cases, in fashion. Valuations may also be affected by changes in taxation, in exchange



rates and, in certain industries, in regulations. Investment in overseas markets and instruments such as ADRs can result
in increased risk from factors such as exchange rates, exchange controls, taxation, and political and social conditions.
This discussion of valuation methods and risk factors is not comprehensive — further information is available upon

request.
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2. Additional Disclosures/Disclaimers

A. Additional Disclosures

This product is not for retail clients or private individuals. The information contained in this publication was obtained from
various publicly available sources believed to be reliable, but has not been independently verified by Yapi Kredi Yatirim.
Yapi Kredi Yatirim does not warrant the completeness or accuracy of such information and does not accept any liability
with respect to the accuracy or completeness of such information, except to the extent required by applicable law. This
publication is a brief summary and does not purport to contain all available information on the subjects covered. Further
information may be available on request. This report may not be reproduced for further publication unless the source is
quoted. This publication is for information purposes only and shall not be construed as an offer or solicitation for the
subscription or purchase or sale of any securities, or as an invitation, inducement or intermediation for the sale,
subscription or purchase of any securities, or for engaging in any other transaction. This publication is not for private

individuals.

Any opinions, projections, forecasts or estimates in this report are those of the author only, who has acted with a high
degree of expertise. They reflect only the current views of the author at the date of this report and are subject to change
without notice. Yapi Kredi Yatirim has no obligation to update, modify or amend this publication or to otherwise notify a
reader or recipient of this publication in the event that any matter, opinion, projection, forecast or estimate contained
herein, changes or subsequently becomes inaccurate, or if research on the subject company is withdrawn. The analysis,
opinions, projections, forecasts and estimates expressed in this report were in no way affected or influenced by the
issuer. The author of this publication benefits financially from the overall success of Yapi Kredi Yatirim.

The investments referred to in this publication may not be suitable for all recipients. Recipients are urged to base their
investment decisions upon their own appropriate investigations that they deem necessary. Any loss or other consequence
arising from the use of the material contained in this publication shall be the sole and exclusive responsibility of the
investor and Yapi Kredi Yatirim accepts no liability for any such loss or consequence. In the event of any doubt about any
investment, recipients should contact their own investment, legal and/or tax advisers to seek advice regarding the
appropriateness of investing. Some of the investments mentioned in this publication may not be readily liquid
investments. Consequently it may be difficult to sell or realize such investments. The past is not necessarily a guide to
future performance of an investment. The value of investments and the income derived from them may fall as well as rise
and investors may not get back the amount invested. Some investments discussed in this publication may have a high
level of volatility. High volatility investments may experience sudden and large falls in their value which may cause losses.
International investing includes risks related to political and economic uncertainties of foreign countries, as well as
currency risk. To the extent permitted by applicable law, no liability whatsoever is accepted for any direct or
consequential loss, damages, costs or prejudices whatsoever arising from the use of this publication or its contents.

Yapi Kredi Yatirim (and its affiliates) has implemented reasonable written procedures designed to identify and manage
potential conflicts of interest that arise in connection with its research activities, which are available upon request. The



Yapi Kredi Yatirim research analysts and other staff involved in issuing and disseminating research reports operate
independently of Yapi Kredi Yatirim Investment Banking business. Information barriers and procedures are in place
between the research analysts and staff involved in securities trading for the account of Yapi Kredi Yatirim or clients to
ensure that price sensitive information is handled according to applicable laws and regulations.

B. Country and region disclosures

United States: This communication is only intended for, and will only be distributed to, persons residing in any
jurisdictions where such distribution or availability would not be contrary to local law or regulation. This communication
must not be acted upon or relied on by persons in any jurisdiction other than in accordance with local law or regulation
and where such person is an investment professional with the requisite sophistication to understand an investment in
such securities of the type communicated and assume the risks associated therewith. This communication is confidential
and is intended solely for the addressee. It is not to be forwarded to any other person or copied without the permission of
the sender. This communication is provided for information only. It is not a personal recommendation or an offer to sell
or a solicitation to buy the securities mentioned. Investors should obtain independent professional advice before making
an investment.

Notice to U.S. Investors: This material is not for distribution in the United States, except to “major US institutional
investors” as defined in SEC Rule 15a-6 ("Rule 15a-6"). Yapi Kredi Yatirim maintains a Rule 15a-6 “chaperoning
arrangement” with Kepler Capital Markets, Inc. ("KCM"), which enables this report to be furnished to certain U.S.
recipients in reliance on Rule 15a-6 through US Broker-Dealers registered under the U.S. Securities Exchange Act of
1934, as amended. Each U.S. recipient of this report represents and agrees, by virtue of its acceptance thereof, that it is
a "major U.S. institutional investor" (as such term is defined in Rule 15a-6) and that it understands the risks involved in
executing transactions in such securities. Any U.S. recipient of this report that wishes to discuss or receive additional
information regarding any security or issuer mentioned herein, or engages in any transaction to purchase or sell or solicit
or offer the purchase or sale of such securities, should contact a registered representative of the US Broker-Dealer that
provided the report. Under no circumstance should you direct orders to Yapi Kredi Yatirim. KCM is a broker-dealer
registered with the SEC, a member of FINRA and SIPC. You can reach KCM, at 600 Lexington Avenue, New York, NY
10022, phone (212) 710-7606; Equity trading: 212-710-7602. Further information is also available at
www.keplercapitalmarkets.com. You may obtain information about SIPC, including the SIPC brochure, by contacting
SIPC directly at 202-371-8300; website: http://www.sipc.org.

Nothing herein excludes or restricts any duty or liability to a customer that KCM has under applicable law. Investment
products provided by or through KCM are not insured by the Federal Deposit Insurance Corporation and are not deposits
or other obligations of any insured depository institution, may lose value and are not guaranteed by the entity that
published the research as disclosed on the front page and are not guaranteed by KCM. Investing in non-U.S. Securities
may entail certain risks. The securities referred to in this report and non-U.S. issuers may not be registered under the
U.S. Securities Act of 1933, as amended, and the issuer of such securities may not be subject to U.S. reporting and/or
other requirements. Rule 144A securities may be offered or sold only to persons in the U.S. who are Qualified Institutional
Buyers within the meaning of Rule 144A under the Securities Act. The information available about non-U.S. companies
may be limited, and non-U.S. companies are generally not subject to the same uniform auditing and reporting standards
as U.S. companies. Securities of some non-U.S. companies may not be as liquid as securities of comparable U.S.
companies. Securities discussed herein may be rated below investment grade and should therefore only be considered
for inclusion in accounts qualified for speculative investment.

Analysts employed by Yapi Kredi Yatirim, a non-U.S. broker-dealer, are not required to take the FINRA analyst licensing
examination. The information contained in this report is intended solely for certain "major U.S. institutional investors" and
may not be used or relied upon by any other person for any purpose. Such information is provided for informational
purposes only and does not constitute a solicitation to buy or an offer to sell any securities under the Securities Act of
1933, as amended, or under any other U.S. federal or state securities laws, rules or regulations. The investment
opportunities discussed in this report may be unsuitable for certain investors depending on their specific investment
objectives, risk tolerance and financial position.

In jurisdictions where KCM is not registered or licensed to trade in securities, or other financial products, transactions may
be executed only in accordance with applicable law and legislation, which may vary from jurisdiction to jurisdiction and
which may require that a transaction be made in accordance with applicable exemptions from registration or licensing
requirements.

The information in this publication is based on sources believed to be reliable, but KCM does not make any
representation with respect to its completeness or accuracy. All opinions expressed herein reflect the author's judgment



at the original time of publication, without regard to the date on which you may receive such information, and are subject
to change without notice.

KCM or their affiliates may have issued other reports that are inconsistent with, and reach different conclusions from, the
information presented in this report. These publications reflect the different assumptions, views and analytical methods of
the analysts who prepared the report and Yapi Kredi Yatirim. Past performance should not be taken as an indication or
guarantee of future performance, and no representation or warranty, express or implied, is provided in relation to future
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Other countries: Laws and regulations of other countries may also restrict the distribution of this report. Persons in
possession of this document should inform themselves about possible legal restrictions and observe them accordingly.
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