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INDEPENDENT AUDITORS’ REPORT

To the General Assembly of
AE Arma Elektropang Elektromekanik Sanayi Miihendislik Taahhiit ve Ticaret AS.

Audit of the Consolidated Financial Statements
Qualified Opinion

We have audited the consolidated financial statements of AE Arma Elektropang Elektromekanik Sanayi
Miihendislik Taahhiit ve Ticaret A.S. (the “Company”) and its subsidiaries (collectively referred as, the
“Group”), which comprise the consolidated balance sheet as at 31 December 2018, consolidated
statement of profit or loss, consolidated statement of other comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash flows for the year then ended, and the
notes, comprising significant accounting policies and other explanatory information.

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

Basis for Qualified Opinion

The debt securities issued according to Capital Markets Board’s “Communique on the Sale of Capital
Market Instruments” and “Communique on Principles regarding Investment Companies” which is
amounted TRY 80,000,000 contain financial covenants of Net Debt to Equity Capital Ratio and Net
Debt to EBITDA the Company has not complied with these financial covenants. These two ratios should
not be over 2 and 3.5 respectively; however, according to the accompanying consolidated financial
statement these ratios have been calculated as 30.39 and 3.58, respectively.

We conducted our audit in accordance with International Standards of Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditors’ Responsibilities for the
Audit of the Consolidated Financial Statements section of our report. We are independent of the Group
in accordance with the International Ethics Standards Boards for Accountants’ Code of Ethics for
Professional Accountants (IEASBA Code), and we have fulfilled our other ethical responsibilities in
accordance with the IEASBA Code. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our qualified opinion.
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Explanation about Going Concern

The Group’s consolidated financial statements are prepared according to going concern concept. As
mentioned in Note 2.1, we emphasize on that the Group’s shareholders’ equity has been decreased by
80% due to foreign exchange translation differences. This situation shows that, there is significant
uncertainty on going concern of the Group. On the other hand, this situation is the sign that the Group
has run into debt according to the Turkish Commercial Code (“TCC”) Article 376 and the Board of
Directors of the Group should take precautions stated in the related article of the TCC. This situation
does not change our audit opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were 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.

Key Audit Matter How the matter was addressed in the audit
Revenue Recognition on construction Our procedures included:
contracts

- We have ensured that the revenue
recognition method applied under IFRS 15
was appropriate based on the terms and
conditions of the contracts.

- We obtained an understanding of the processes
and tested the operating effectiveness of the
relevant controls, which impact the revenue
recognition.

-We discussed with the Group finance and
operational teams for uncompleted projects,
visited uncompleted projects and the
corresponding statements have been verified
with the supporting documentation.

- Recalculated the revenue based on the stage of
completion of the projects.

-We assessed the management’s ability to
deliver contracts within budgeted margins by
analyzing the historical accuracy of forecasting
margins, sufficiency of immediate losses and
the relationship of cost versus billing status on
contracts.

Revenue arising from construction contracts
represents 85% of the Group’s total revenue.
The measurement and timing of the revenue
arising from construction contracts are
recognized by reference to the “percentage of
completion” in the period in which are incurred
calculated and recognized by input method
under the IFRS 15 - Revenue from Contracts
with Customers. The measurement of the
contract revenue and estimation of the contract
costs have been affected by a variety of
uncertainties that depend on the outcome of the
future events and the management’s estimates
and judgements need to be revised as events
occurred. Revenue recognition on construction
contracts was considered to be a key audit
matter, due to the significance of the estimates
and the level of judgement applied by the
management. For detailed information, please
refer to Note 15.
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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 IFRS, 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 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 not to do so.

Those charged with governance are responsible for overseeing the Group financial reporting process.
Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain a 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 independent
auditors’ 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 ISAs will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if, individually
or in 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 and audit in accordance with ISAs, we exercise professional judgement and maintain
professional skepticism throughout the audit. We also:

- Identify and assess the risk 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 prove a basis for our opinion.

- 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 and
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.

- 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 going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our
independent auditors’ 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 date of independent auditors’ report. However, future events or
conditions may cause the Group to cease to continue to continue as a going concern.
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- Evaluate the overall presentation, structure and the 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 the 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 the independence and 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 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 independent auditors’ report unless law
or regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should be not communicated in our report because the adverse consequences of
doing so would reasonably be expected to outweigh the public interest benefits of such communication.

Other Responsibilities Arising From Regulatory Requirements

1. In accordance with subparagraph 4, Article 402 of the Turkish Commercial Code (“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 is not in compliance with the “TCC” and
provisions of the Company’s articles of association in relation to financial reporting,

2. Pursuant to subparagraph 4, Article 402 of the “TCC?”, the Board of Directors submitted to us the
necessary explanations and provided required documents within the context of audit.

3. Pursuant to Article 398 of the “TCC”, the independent auditors’ report on early detection of risk

system and the authorized committee is submitted to the Company’s General Assembly on 18 March
2019.

The name of the responsible auditor who supervised and concluded this audit is Ismet Tugul.

HLB SAYGIN BAGIMSIZ DENETIM A.S.
(A member of HLB International)

ismet Tugul, CPA
Responsible Auditor
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AE ARMA ELEKTROPANC ELEKTROMEKANIK SANAYI MUHENDISLIK TAAHHUT VE TICARET A.S.
AND ITS SUBSIDIARIES

CONSOLIDATED BALANCE SHEET AS OF 31 DECEMBER 2018

(Amounts expressed in Turkish Lira (“TRY”) unless otherwise indicated. )

Audited Audited
Notes 1.12.2018 31.12.2017
ASSETS
Current Assets 1,505,964,987 1,010,879,447
Cash and Cash Equivalents 6 1,080,860 68,917,106
Trade Receivables
- Due from Related Parties - -
- Other Trade Receivables 10 313,899,748 191,636,522
Other Receivables
- Due from Related Parties 38 4,476,318 -
- Other Receivables 11 40,943,322 4,027,998
Costs and Estimated Earnings in Excess of Billings on 15
Uncompleted Contracts 1,027,784,025 649,007,691
Inventories 13 35,382,376 323,542
Prepaid Expenses 25 62,331,470 75,387,469
Assets related with current taxes 6,855,648 4,839,104
Other Current Assets 26 13,211,220 16,740,015
Non-Current Assets 33,100,100 32,193,865
Other Receivables
- Other Receivables 11 8,120,247 5,552,405
Financial Assets 16 13,087 13,087
Property, Plant and Equipment 18 10,846,341 12,435,235
Intangible Fixed Assets
- Other intangible fixed assets 19 1,514,090 1,781,170
Deferred Tax Assets 36 12,606,335 9,716,694
Other Non-Current Assets 26 - 2,695,274
TOTAL ASSETS 1,539,065,087 1,043,073,312

The accompanying notes form an i ntegral part of these consolidated financial statements.

HLB Saygin Bagimsiz Denetim A. S.




AE ARMA ELEKTROPANC ELEKTROMEKANIK SANAYi MUHENDISLIK TAAHHUT VE TICARET A.S.
AND ITS SUBSIDIARIES

CONSOLIDATED BALANCE SHEET AS OF 31 DECEMBER 2018

(Amounts expressed in Turkish Lira (“TRY™) unless otherwise indicated.)

Audited Audited

Notes 31.12.2018 1.12.2017
LIABILITIES
Short-Term Liabilities 1,441,296,691 780,882,709
Financial Liabilities
- Bank Borrowings 8 540,929,459 132,704,943
-Debt securities in issue 8 81,963,333 20,084,568
Other Financial Liabilities 9 1,972,080 2,398,211
Trade Payables
-Due to related Parties - -
-Other Payables 10 453,065,384 472,274 447
Employee Benefits Payables 24 17,294,697 16,655,479
Other Payables
- Due to Related Parties 38 58,495,404 -
- Other Payables 11 2,446 94,494
Deferred Revenue 21 193,918,925 98,612,902
Billings in Excess of Costs and Estimated Earnings 15
on Uncompleted Contracts 66,334,686 26,840,158
Taxes on Income 670,857 1,428,661
Other Current Liabilities 26 26,649,420 9,788,846
Long-Term Liabilities 75,277,657 148,729,108
Financial Liabilities
- Bank Borrowings 8 55,054 911 21,646,297
-Debt securities in issue 8 . 60,000,000
Other Financial Liabilities 9 4,675,472 4,112,608
Deferred Revenue 21 1,302,516 46,804,273
Employee Benefits 24 6,871,726 6,331,048
Deferred Tax Liabilities 36 7,373,032 9,834,882
EQUITY CAPITAL 22,490,739 113,461,495
Equity Attributable to Equity Holders of the Parent 39,610,896 90,999,164
Paid-in Share Capital 27 100,000,000 100,000,000
Inflation Adjustments 27 66,213 66,213
Other Comprehensive Income /(Expense) not to be
Reclassified to Profit or Loss
- Gains (Losses) on Revaluation and Remeasurement - -
- Actuarial gains and losses (346,851) (313,019)
Other Comprehensive Income /(Expense) to be
Reclassified to Profit or Loss
-Foreign Currency Translation Differences 27 (80,470,499) (50,284,112)
Restricted Reserves 27 1,613,685 1,597,775
Retained Eamings 27 39916,397 16,027,391
Profit/(Loss) for the Year (21,168,049) 23,904 916
Non-controlling Interest (17,120,157) 22,462,331
TOTAL EQUITY CAPITAL AND LIABILITIES 1,539,065,087 1,043,073,312

The accompanying notes form an integral part of these consolidated financial statements.

HLB Saygin Bagimsiz Denetim AS.
A Member of HLB International




AE ARMA ELEKTROPANC ELEKTROMEKANIK SANAYi
MUHENDISLIK TAAHHUT VE TICARET A.S. AND ITS SUBSIDIARIES
CONSOLIDATED STATEMENT OF INCOME FOR THE YEAR ENDED 31 DECEMBER 2018

Audited Audited
Notes 01.01.-31.12.2018 01.01.-31.12.2017
OPERATING INCOME

Sales 28 1,292,879,758 1,341,914,157
Cost of Sales (-) 28 (1,135,301,199) (1,200,408,512)
GROSS PROFIT 157,578,559 141,505,645
Marketing Expenses (-) 29 (698,470) (2,283,517)
General Administrative Expenses (-) 29 (52,232,845) (44,079,869)
Incomes From Other Operations 31 9,551,133 9,477,663
Expenses From Other Operations (-) 31 (35,829,921) (5,591,379)
OPERATING PROFIT/ (LOSS) 78,368,456 99,028,543
Income from Investing Activities 32 1,042,012 1,193,850
Expenses from Investing Activities 32 (570,688) (35,842)
OPERATING PROFIT BEFORE FINANCIAL EXPENSES 78,839,780 100,186,551
Financial Incomes 33 45,438,675 18,972,335
Financial Expenses (-) 34 (108,885,781) (71,609,095)
PROFIT/ (LOSS) BEFORE PROVISION FOR TAXES 15,392,674 47,549,791

Tax Income/(Expense) From Operating Activities
-Tax For The Year 36 (670,857) (1,428,661)
-Deferred Tax Income/ (Expense) 36 5,351,491 (951,310)
NET PROFITFOR THE YEAR 20,073,308 45,169,820

27

Non-controlling Interest 41,241,357 21,264,904
Attributable to Equity Holders of the Parent Company (21,168,049) 23,904,916
Earnings /(Losses) Per Share 37 0.212) 0.239
Earnings /(Losses) Per Share From Operating Activities (0.212) 0.239

The accompanying notes form an integral part of these consolidated financial statements. [J

HLB Saygin Bagimsiz Denetim AS.
A Member of HLB International

AMEMBER OF
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AE ARMA ELEKTROPANC ELEKTROMEKANIK SANAYi

MUHENDISLIK TAAHHUT VE TICARET A.§. AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENT OF OTHER COMPREHENSIVE INCOME FOR THE YEAR ENDED 31 DECEMBER 2018
(Amounts expressed in Turkish Lira ("TRY™) unless otherwise indicated.)

Audited Audited
01.01.-31,12.2018 01.01.-31.12.2017
NET PROFIT FOR THE YEAR 20,073,308 45,169,820
Other Comprehensive (Expense) / Income:
Gain / (loss) on revaluation of available for sale financial investments - -
Gain / (loss) on revaluation of available for non-current items - -
Gain / (loss) on revaluation of available for hedge funds - -
Currency translation reserve differences (30,186,387) (31,439,095)
Gain on revaluation of defined retirement benefit plans (33,832) -
Shares of other comprehensive income of equity-valued partnerships - 4
Gain / (loss) on tax related to other comprehensive income items - -
OTHER COMPREHENSIVE (EXPENSE) / INCOME: (30,220,219) (31,439,095)
TOTAL COMPREHENSIVE (EXPENSE) / INCOME: (10,146,911) 13,730,725
Attributable to:
Non-controlling Interest (14,744,477) 11,338,640
Equity holders of the Parent Company 4,597,566 2,392,085

The accompanying notes form an integral part of these consolidated financial statements.

HLB Saygin Bagimsiz Denetim AS.
A Member of HLB International
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AE ARMA ELEKTROPANC ELEKTROMEKANIK SANAYi MUHENDISLIK TAAHHUT VE TICARET A.S.
AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASHFLOW FOR THE YEAR ENDED 31 DECEMBER 2018

(Amounts expressed in Turkish Lira (“TRY”) unless otherwise indicated.)

Audited Audited

Notes 01.01.-31.12.2018 01.01.-31.12.2017
CASH FLOWS FROM OPERATING ACTIVITIES (417,288,489) 16,911,705
Net profit for the year 20,073,308 45,169,820
Adjustments to reconcile net profit to net cash provided by operating activities:
Depreciation and amortization (+) 18,19 3,815,331 3,425,660
Income from sale of fixed assests (1,367,284) 920,697
Interest accurals 932,546 180,413
Adjustments for impairment 13 4,900,267 -
Retirement pay provision (+) 24 2,580,987 2,219,289
Tax accruals 36 (4,680,634) 2,379,971
Expense accruals 10 (58,067,969) (6,113,830)
Other non-cash adjustments 41,241,357 21,264,904
Adjustments for provisions 21,455,051 1,747 448
Other adjustment to Reconcilation of Profit for the Year 8,719,731 (2,846,767)
Operating cash flows before movements in working capital: 39,602,691 68,347,605
Increase (-) / Decrease (+) on trade and other receivables (-) 10 (123,052,663) 47,196,540
Increase (-) / Decrease (+) on other receivables from non-related parties 11 (53,964,595) (4,555,469)
Increase (-) / Decrease (+) on inventories 13 (39,959,101) 409,851
Increase (-) / Decrease (+) on billings in excess of costs and 15
estimated earnings on uncompleted contracts (378,776,334) (227,296,217)
Increase (-) / Decrease (+) on prepaid expenses 25 13,055,999 (25,489,082)
Increase (-) / Decrease (+) on other current assets 26 3,528,795 (3,706,957)
Increase (+) / Decrease (-) on trade and other payables 10 (33,740,458) 142,658,877
Increase (+) / Decrease (-) on deferred revenue 21 49,804,266 12,623,264
Increase (+) / Decrease (-) on billings in excess of costs and s
estimated earnings on uncompleted contracts 39,494 528 6,476,158
Increase (-) / Decrease (+) on related party other receivables 38 (4,476,318) -
Increase (+) / Decrease (-) on related party trade and other payables 38 58,495,404 -
Increase (+) / Decrease (-) on employee benefits payables 24 639,218 2,182,845
Increase (+) / Decrease (-) on other liabilities 14,844,030 932,323
Cash provided by (used in) operating activities (414,504,538) 19,779,737
Employee termination benefits paid (-) 24 (2,006,477) (1,062,546)
Tax payments (-) (777,474) (1,805,486)
Net cash provided by (used in) operating activities (417,288,489) 16,911,705
Net cash provided by (used in) investing activities
Purchase/Sales financial assets - 40,070
Purchase of property, plant and equipment (-) 18,19 (881,983) (2,335,970)
Sales of property, plant and equipment 18,19 349,575 75,231
Purchase of intangible assets (-) 18,19 (59,665) (186,288)
Other cash changes 2,695,274 (1,748,810)
Net cash provided by (used in) investing activities 2,103,201 (4,155,767)
Net cash provided by financing activities
Cashflow from financial liabilities 8 443,648,628 123,857,220
Other cash changes 14,744 477 (11,338,640)
Net cash provided by financing activities 458,393,105 112,518,580
NET (DECREASE)INCREASE BEFORE THE
TRANSLATION DIFFERENCE EFFECT 43,207,817 125,274,519
Effects of translation difference (111,044 064) (66,263,698)

Net gdecruse!mcrease in cash and cash equivalents (67,836,247) 59,010,821
Cash and cash equivalents at the b_eginning of the year 6 68,917,106 9,906,284

Cash and cash equivalents at the end of year 6 1,080,860 68,917,106

The accompanying notes form an integral part of these condensed consolidated financial statements.
HLB Saygm Bafimsiz Denetim AS.
A Member of HLB I ional




AE ARMA ELEKTROPANC ELEKTROMEKANIK SANAYi MUHENDISLIK TAAHHUT VE
TICARET A.S. AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2018

(Convenience translation into English of the consolidated financial statements originally issued in Turkish)
(Amounts expressed in Turkish Lira (“TRY”) unless otherwise indicated.)

1. ORGANIZATION AND ACTIVITIES

AE Arma Elektropang Elektromekanik Sanayi Miihendislik Taahhiit ve Ticaret A.$. (the Company) was
established in 2001. The Company and its subsidiaries are described as “Group”.

The Group’s Main Activities:

The Group’s operations are mainly comprised of contracting of electrical, electronic and mechanical system
installations predominantly in functional structures and also buying and selling inside and outside of Turkey.

As of 31 December 2018, the Company’s capital is TRY 100,000,000 (31 December 2017:TRY 100,000,000).
There is no registered capital system.

Number of the average employed personnel by the Group as of 31 December 2018 is 1,375 (31 December
2017: 2,037)

The address of the headquarters and registered office of the Group is F ulya Mahallesi, Vefa Deresi Sokak, No
11 Sisli/Istanbul-Turkey

Trade Registry Information

Trade Registry : Istanbul Chamber of Commerce
Registry No 1463497
Mersis No : 0008-0332-6410-0018

The Group has branches in Russia, United Arab Emirates, Azerbaijan and Cyprus.

Moscow Branch Grand Setun Plaza, Gorbunova Street No;2 /204, Office B-408, Moscow —
RUSSIA

Abu Dhabi Branch Al Otaiba Tower, Flat No: 1201 Electra Street, P.O.Box: 111246
Abu Dhabi - U.A.E

Baku Branch Uzeyir Hajibeyov Street 46/50 Baku — AZERBAIJAN

Cyprus Branch Sehit Osman Yusuf Street No.1 Yenisehir Nicosia- CYPRUS

The subsidiaries included in the consolidation scope of AE Arma Elektropang Elektromekanik Sanayi
Miihendislik Taahhiit ve Ticaret A.§ as of 31 December 2018 are as follows:

Name of Subsidiary Field of Activity Share (%) Country
Arma Electropanc Electromechanical CO. L.L.C. Electronic and 49.00% U.A.E.

mechanical system
contracting

00O AE Arma-Elektropanc Electromechanical  Electronic and 100.00% Russia
mechanical system
contracting

AE Arma Elektropanc d.o.o Electronic and 70.00% Bosnia

mechanical system
contracting

AE Arma Electropanc Electromechanical Electronic and 45.00%  Lebanon
Contracting Lebonan S.A.R.L. UC mechanical system
contracting
AE Arma-Elektropanc Building Services Electronic and 25.00% England
Limited mechanical system =
contracting //
e 8
( AMENBEROF = )
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AE ARMA ELEKTROPANC ELEKTROMEKANIK SANAYi MUHENDISLIK TAAHHUT VE
TICARET A.§. AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2018

(Convenience translation into English of the consolidated financial statements originally issued in Turkish)
(Amounts expressed in Turkish Lira (“TRY”) unless otherwise indicated.)

1. ORGANIZATION AND ACTIVITIES (continued)

Subsidiaries which are subjected to Full Consolidation Method:

31.12.2018
Name of Subsidiary Field of Activity Share (%) Country
Arma Electropanc Electromechanical CO. L.L.C.  Electronic and 49.00% U.A.E.
mechanical system
contracting
000 AE Arma-Elektropanc Electromechanical Electronic and 100.00% Russia
mechanical system
contracting
AE Arma Elektropanc d.o.o *) Electronic and 70.00% Bosnia
mechanical system
contracting
AE Arma-Elektropanc Building Services Electronic and 25.00% England
Limited mechanical system
contracting
31.12.2017
Name of Subsidiary Field of Activity Share (%) Country
AE Arma Elektropanc Mechanical Contracting Electrical and 48.00% Qatar
Qatar W.L.L mechanical system
contracting
Arma Electropanc Electromechanical CO. L.L.C. Electronic and 49.00% Dubai

mechanical system
contracting
000 AE Arma-Elektropanc Electromechanical Electronic and 100.00% Russia
mechanical system
contracting
AE Arma-Elektropanc Building Services Electronic and 25.00% England
Limited mechanical system
contracting

(*) AE Arma Elektropanc d.0.0 was established on October 15, 2018 in Bosnia and Herzegovina. AE Arma -
Elektropanc d.o.o did not operate during 2018. /

2 HLB Saygin Bagimsiz Denetim A.S.
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AE ARMA ELEKTROPANC ELEKTROMEKANIK SANAYi MUHENDISLIK TAAHHUT VE
TICARET A.§. AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2018

(Convenience translation into English of the consolidated financial statements originally issued in Turkish)
(Amounts expressed in Turkish Lira (“TRY?”) unless otherwise indicated.)

1. ORGANIZATION AND ACTIVITIES (continued)

Equity Participation which is subjected to equity method:

31.12.2018

Field of Activity Share (%) Country
Name of Subsidia
AE Arma Electropanc Electromechanical Electronic and 45.00%  Lebanon
Contracting Lebanon S.A.R.L. UC mechanical system

contracting
31.12.2017
Name of Subsidiary Field of Activity Share (%) Country
AE Arma Electropanc Electromechanical Electronic and 45.00% Lebanon
Contracting Lebanon S.A.R.L. UC mechanical system

contracting

Confirmation of Financial Statements
The consolidated financial statements were authorized for issue on 18 March 2019 by the management of the

Group. Although there is no such intention, the General Assembly and/or certain regulatory bodies have the
power to amend the consolidated financial statements after issue.

2.BASIS OF PRESENTATION OF THE CONSOLIDATED FINANCIAL STATEMENTS
2.1 Basis of the presentation

The consolidated financial statements of the Group have been prepared in accordance with International
Financial Reporting Standards (IFRS) as issued by International Accounting Standards Board (IASB). The

The Company and its subsidiaries registered in Turkey maintain their books of account and prepare their
statutory financial statements in accordance with accounting principles in the Turkish Commercial Code
(“TCC”) and Tax Legislation. Subsidiaries, associates, joint ventures and branches that are registered in foreign
countries maintain their books of account and prepare their statutory statements in the currency of their
registered countries and in accordance with the prevailing accounting principles in their registered countries.

The accompanying consolidated financial statements have been prepared in accordance with the Communiqué
Series II, 14.1 “Communiqué on the Principles of Financial Reporting In Capital Markets” (“the Communiqué™)
announced by the Capital Markets Board (“*CMB”) on 13 June 2013 which was published on Official Gazette
numbered 28676. International Accounting Standards and additions and interpretations regarding these standards
(“IAS”) as adopted by the Public Oversight Accounting and Auditing Standards Authority of Turkey (“POA”)
are predicated on in accordance with article 5th of the Communiqué.

The Group also reported separately for consolidated financial statements for the same year prepared in accordance
with accounting principles promulgated by CMB.

There are no differences between the consolidated financial statements prepared in accordance with the
accounting policies promulgated by CMB and consolidated IFRS financial statements.

There are no substantial seasonal and periodical changes that will affect the Group’}()pe(ation.

!
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AE ARMA ELEKTROPANG ELEKTROMEKANIK SANAYI MUHENDISLIK TAAHHUT VE
TICARET A.§. AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2018
(Convenience translation into English of the consolidated financial statements originally issued in Turkish)
(Amounts expressed in Turkish Lira (“TRY”) unless otherwise indicated.)

2.BASIS OF PRESENTATION OF THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

Comparative information, changes in accounting policies and restatement of prior_period financial
statements

Consolidated financial statements of the Group have been prepared comparatively with the prior period in order
to give information about financial position and performance. In order to maintain consistency with current
year consolidated financial statements, comparative information is re-classed and significant changes are
disclosed if necessary.

Going Concern Concept

Consolidated financial statements are prepared according to going concern concept is a business that
functions without the threat of liquidation for the foreseeable future, usually regarded as at least within 12
months. It implies for the business the basic declaration of intention to keep running its activities at least for
the next year, which is a basic assumption to prepare financial statements. Hence, the declaration of going
concern means that the entity has neither the intention nor the need to liquidate or curtail materially the scale
of its operations. The Group’s shareholders’ equity has been decreased by 80% due to foreign exchange
translation differences. This situation shows that, there is significant uncertainty on going concern of the
Group. On the other hand, this situation is the sign that the Group has run into debt according to the Turkish
Commercial Code (“TCC”) Article 376 and the Board of Directors of the Group should take precautions
stated in the related article of the TCC.

Presentation and Functional Currenc
——===T12100 and Yunctional 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).

Foreign Subsidiaries’ and branches assets and liabilities are translated into TRY from the foreign exchange rate
at the balance sheet date and income and expenses are translated into TRY at the average foreign exchange rate.
Exchange differences arising from the retranslation of the opening net assets of foreign undertakings and
differences between the average and balance sheet date rates are included in the “cumulative translation
differences” under the equity.

The consolidated financial statements of each corporation of the Group are presented with the currency
(functional currency) valid in the main economic environment they operate. Financial conditions and the activity
results of each corporation are explained in Turkish Lira (TRY) which is the functional currency of the
Company and the presentation currency for consolidated financial statements.

The consolidated financial statements are presented in Turkish Lira (“TRY™).

31 December 2018 31 December 2017
ComencyType  YearEnd PeriodAverage  YearEnd Period Average
US Dollars (USD) 5.2609 4.8300 3.7719 3.6362
Euro (EUR) 6.0280 5.6761 4.5155 4.1375
Russian Rouble (RUB) 0.0767 0.0755 0.0655 0.0626
U.A.E. Dirhem (AED 1.4429 1.3197 1.0306 0.9935
Azerbaijan Manat (AZN) 3.1065 2.8411 2.2186 2.1083
English Pound (GBP) 6.6528 6.3858 75.Q‘803 4.7117
( AUENBER OF . ( ) )/
LB
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AE ARMA ELEKTROPANC ELEKTROMEKANIK SANAYI MUHENDISLIK TAAHHUT VE
TICARET A.$. AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2018

(Convenience translation into English of the consolidated financial statements originally issued in Turkish)
(Amounts expressed in Turkish Lira (“TRY™) unless otherwise indicated.)

2. BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS (continued)

2.1 Basis of the presentation (continued)

Presentation and Functional Currency (continued)

Effective from January 1, 2005: concurrent with the removal of six zero digits, the new currency unit of Turkey
was introduced as New Turkish Lira (NTRY). The Government resolved to remove the “New” phrase in the
local currency unit effective from January 1, 2009.

Offsetting

Financial assets and liabilities are offset and the net amount is reported in the balance sheet when there is a
legally enforceable right to offset the recognised amounts and there is an intention to settle on a net basis or
realise the asset and settle the liability simultaneously.

Consolidation Principles

Subsidiaries

1) Arma Electropanc Electromechanical CO. L.L.C./Dubai
The Company was established in 2006 in Dubai-United Arab Emirates. The main company has 49% share of
this subsidiary and controls 51% indirectly.(31.12.2017: 51 %)

The company operates in electrical and mechanical contracting.

2) AE Arma-Elektropanc Bui Iding Services Limited/ England

The Company was established in 2015 in London, England. The main company has 25% share of this
subsidiary and controls 51 % indirectly.(31.12.2017: 51 %).

The company operates in electrical and mechanical contracting,

3) OO0 AE Arma Elektropanc Elektromechanical/ Russia

The Company was established in 2005 in Moscow, Russia. The main company has 100% share of this
subsidiary. (31.12.2017: 100 %).

The company operates in electrical and mechanical contracting.

4) AE Arma Elektropanc d.o.o

AE Arma Elektropanc d.o0.0 was established on October 15, 2018 in Bosnia and Herzegovina. AE Arma
Elektropanc d.o.o did not operate during 2018.

k_HLB Saygin Bagimsiz Denetim A.S.
A Member of HLB International




AE ARMA ELEKTROPANC ELEKTROMEKANIK SANAYi MUHENDISLIK TAAHHUT VE
TICARET A.§. AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2018
(Convenience translation into English of the consolidated financial statements originally issued in Turkish)
(Amounts expressed in Turkish Lira (“TRY”) unless otherwise indicated.)

2. BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS (continued)

2.1 Basis of the presentation (continued)

Consolidation Principles (continued)
Subsidiaries (continued)

The subsidiaries included in consolidation and their shareholding percentages at 31.12.2018 are as follows:

Name of Company Share (%) Capital Share

(TRY) (TRY)
Arma Electropanc Electromechanical CO. L.L.C. 49.00% 718,702 352,164
OO0 AE Arma-Elektropanc Elektromechanical 100.00% 5,345 5,345
AE Arma Elektropanc d.o.o 70.00% 3,077 2,154
AE Arma-Elektropanc Building Services Limited 25.00% 666 167

Control is obtained by controlling over the activities of an entity's financial and operating policies in order to
benefit from those activities.

Subsidiaries are companies over which the parent company controls the financial and operating policies for the
benefit of the parent company, either (a) through the power to exercise more than 50% of the voting rights
relating to shares in the companies owned directly and indirectly by itself; or (b) although not having the power

to exercise more than 50% of the voting rights, otherwise having the power to exercise control over the
financial and operating policies.

Note 1 sets out all subsidiaries included in the scope of consolidation and it shows their ownership and
effective interests (%) as of 31 December 2018 and 31 December 2017.

Subsidiaries are consolidated from the date on which the control is transferred to the Group and are no longer
consolidated from the date that control ceases, Where necessary, accounting policies for subsidiaries have been
changed to ensure consistency with the policies adopted by the Group.

The result of operations of subsidiaries are included or excluded in these consolidated financial statements
subsequent to the date of acquisition or date of sale respectively.

6 HLB Saygin Bagimsiz Denetim A.S.
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AE ARMA ELEKTROPANC ELEKTROMEKANIK SANAYI MUHENDISLIK TAAHHUT VE
TICARET A.S. AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2018

(Convenience translation into English of the consolidated financial statements originally issued in Turkish)
(Amounts expressed in Turkish Lira (“TRY”) unless otherwise indicated.)

2. BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS (continued)

2.1 Basis of the presentation (continued)

Consolidation Principles (continued)

The statements of financial position and statements of income of the Subsidiaries are consolidated on a line-by-
line basis and the carrying value of the investment held by the Company and its subsidiaries are eliminated

are eliminated during the consolidation. The cost of, and the dividends arising from, shares held by the
Company in its Subsidiaries are eliminated from equity and income for the period, respectively.

The non-controlling shareholders’ share in the net assets and results of subsidiaries for the year are separately

classified as non-controlling interest in the consolidated statements of financial position and statements of

to the non-controlling portion exceed the non-controlling interest in the equity of the subsidiary, the excess loss
and the further losses applicable to the non-controlling are charged against the non-controlling interest.

Full Consolidation Method

Subsidiaries are fully consolidated from the date of acquisition, being the date on which control is transferred
to the Group and cease to be consolidated from the date on which control is transferred out of the Group.

All significant intra-group transactions and balances between consolidated subsidiaries are eliminated.
Non-controlling interests represent the portion of income statement and net assets not held by the Group and
are presented separately in the consolidated income statement and within equity in the consolidated balance

sheet, separately from parent shareholders’ equity.

On acquisition, assets and liabilities of a subsidiary are measured at their fair values at the date of acquisition.
The interest of non-controlling shareholders is stated at the non-controlling’s proportion of their fair values of

appropriate.

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

7 HLB Saygin Bagimsiz Denetim A.S.
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AE ARMA ELEKTROPANC ELEKTROMEKANIK SANAYi MUHENDISLIK TAAHHUT VE
TICARET A.S. AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2018
(Convenience translation into English of the consolidated financial statements originally issued in Turkish)
(Amounts expressed in Turkish Lira (“TRY”) unless otherwise indicated.)

2. BASIS OF PRESENTATION OF CON SOLIDATED FINANCIAL STATEMENTS (continued)

2.1 Basis of the presentation (continued)

Consolidation Principles (continued)
Equity Method

When an associate has subsidiaries, associates, or joint ventures, the profits or losses and net assets taken into

unt in applying the equity method are those recognised in the associate’s financial statements, after any
adjustments necessary to give effect of uniform accounting policies.

If the associate subsequently reports profits, the Company resumes recognising its share of those profits only
after its share of the profits equals the share of losses not recognise

Associates where the equity method is applied:

Name of Company Share Capital Share

% (TRY) (TRY)
AE Arma Electropanc Electromechanical Contracting Lebanon 45.00% 9,627 4,332
S.ARR.L.UC

2.2. Standards and interpretations issued but not yet effective

Standards issued but not yet effective and not early adopted

((iuonenos ‘.‘= "
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AE ARMA ELEKTROPANG ELEKTROMEKANIK SANAYI MUHENDISLIK TAAHHUT VE
TICARET A.S. AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2018

(Convenience translation into English of the consolidated financial statements originally issued in Turkish)
(Amounts expressed in Turkish Lira (“TRY”) unless otherwise indicated.)

2. BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS (continued)
2.2. Standards and interpretations issued but not yet effective (continued)

IFRS Interpretation 23 Uncertainty Over Income Tax Treatments
On 17 June 2017, IASB issued IFRIC 23 Uncertainty over Income Tax Treatments to specify how to reflect
uncertainty in accounting for income taxes. It may be unclear how tax law applies to a particular transaction or

Amendments to IFRS 9 - Prepayment features with negative compensation
On December 2017, IASB issued amendments to IFRS 9 to clarify that financial assets containing prepayment

termination of the contract. The amendments are effective for periods beginning on or after 1| January 2019,
with earlier application permitted. The Group is assessing the potential impact on its consolidated financial
statements resulting from the application of the amendments to [FRS 9.

Amendments to IAS 28- Long-term Interests in Associates and Joint Ventures

On December 2017, IASB issued amendments to IAS 28 to clarify that entities also apply IFRS 9 to other
financial instruments in an associate or joint venture to which the equity method is not applied. These include
long-term interests that, in substance, form part of the entity’s net investment in an associate or joint venture.
An entity applies IFRS 9 to such long-term interests before it applies related paragraphs of IAS 28. In applying
IFRS 9, the entity does not take account of any adjustments to the carrying amount of long-term interests that
arise from applying IAS 28. The amendments are effective for periods beginning on or after 1 January 2019,
with earlier application permitted.

The Revised Conceptual Framework

way, so as to provide useful information for investors, lenders and other creditors. The Conceptual Framework
also assists companies in developing accounting policies when no IFRS Standard applies to a particular
transaction, and more broadly, helps stakeholders to understand and interpret the Standards, The revised
Framework is more comprehensive than the old one — its aim is to provide the Board with the full set of tools
for standard setting. It covers all aspects of standard setting from the objective of financial reporting, to
presentation and disclosures. For companies that use the Conceptual Framework to develop accounting
policies when no IFRS Standard applies to a particular transaction, the revised Conceptual Framework is
effective for annual reporting periods beginning on or after 1 January 2020, with earlier application permitted.
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AE ARMA ELEKTROPANG ELEKTROMEKANIK SANAYI MUHENDISLIK TAAHHUT VE
TICARET A.S. AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2018
(Convenience translation into English of the consolidated financial statements originally issued in Turkish)

(Amounts expressed in Turkish Lira (“TRY?) unless otherwise indicated.)

2. BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS (continued)
2.2. Standards and interpretations issued but not yet effective (continued)
Annual Improvements to IFRSs 201 5-2017 Cycle

Improvements to IFRSs

IASB issued Annual Improvements to IFRSs - 2015-2017 Cycle for applicable standards. The amendments
are effective as of | January 2019. Earlier application is permitted. The Group does not expect that application
of these improvements to IFRSs will have significant impact on its consolidated financial statements.

IFRS 3 Business Combinations and IFRS 11 Joint Arrangements

IAS 12 Income Taxes

IAS 12 is amended to clarify that all income tax consequences of dividends (including payments on financial
instruments classified as equity) are recognised consistently with the transactions that generated the
distributable profits — i.e. in profit or loss, other comprehensive income (OCI) or equity.

IAS 23 Borrowing Costs

Amendments to IAS 19 - Plan Amendment, Curtailment or Settlement

On7 February 2018, IASB issued Plan Amendment, Curtailment or Settlement (Amendments to IAS 19). The
amendments clarify the accounting when a plan amendment curtailment or settlement occurs. A company now
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