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Galata Wind

A pure renewable energy player with expansion plans in
both local and international markets

We initiate coverage on Galata Wind with Outperform rating and a 12-
month target price of TRY51.62/share. Our target price points to a 12-
month total return of 83%. We expect the stock to outperform the BIST100
index due to: i) attractive valuation, ii) low leverage before the upcoming
CAPEX cycle, iii) positive impact of the upcoming capacity, showing effective
EBITDA contribution at the end of 2025 and beyond. We used a USD-based
valuation for our DCF analysis. We assumed a USD-based risk-free rate of
6.5% derived from the latest Eurobond Issue rate of TCMB. With our
expected 2025 year-end USD-based EV/EBITDA multiple of 10.3x and
current T12M EV/EBITDA multiple of 9.0x, Galata Wind is trading at a
discount.

A pure renewable energy player

Galata Wind, a 70% subsidiary of Dogan Holding, invests in solely sustainable
energy sources (wind and solar) and generates %100 renewable energy. The
Company has a total renewable installed capacity of 297MW with 3 wind
power plants (WPP) accounting 88% (247MW) of the capacity and 2 solar
power plants (SPP) and 1 hybrid power plant, accounting 12% (50MW) of
the capacity.

Plans to nearly double its capacity until 2025 with significant expansion
plans in local and international markets

Galata Wind aims to nearly double its capacity to over 550MW by 2025
(1000MW by 2030). Near-term targets (2025-2028) include: i) hybrid solar
capacity expansion at existing Taspinar WPP (25MW), ii) capacity extension
in Mersin WPP (39MW), iii) recently acquired Alapinar WPP (14MW) and iv)
first phases of new investments (mostly solar) in Europe (300MW in total,
expected to be realized in small steps). In a longer term (2026-2030), the
Company plans to further increase its capacity with storage enabled
generation plants in Tirkiye (300MW wind, 110MW solar).

Well positioned to capitalize on Tirkiye’s renewable energy targets

Studies will be carried out for the establishment of renewable energy
power plants and efforts to strengthen the network infrastructure to
increase the connectable capacity will continue. The solar energy capacity
in total is expected to grow 14.7% annually in Tlrkiye (2024: 19,100 MW,
2028E: 33,100 MW), while total wind capacity is expected to grow 9.8%
annually (2024: 13,300 MW, 2028E: 19,300 MW). Overall, the ministry
targets to increase renewable share in total capacity to 63% in 2028, from
the current 57%. As a pure renewable energy generator, owned by a strong
shareholder, having strong and stable cash generation capacity with solid
balance sheet, Galata Wind is well positioned to play a leading role in
Tiirkiye’s ambitious growth journey.
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Diversified and stable revenue stream, partially immune to electricity price volatility and local
currency weakness

3 out of 5 current power plants with a total capacity of 129MW (43% of total) are eligible to feed-
in-tariff and benefit a purchasing guarantee at USS$-linked constant prices with a weighted
average remaining maturity of c.5-year. Indeed, the Company has generated roughly 42% of its
revenues from feed-in-tariff mechanism in average in last three years. Feed-in-tariff mechanism
will continue to protect the Company against the volatility of electricity prices and currency
weakness in upcoming years thanks to the remaining FIT life of the plants.

High ESG score, well positioned in ranking

Sustainability has emerged as a significant investment theme with a growing impact on
investment decisions. ESG scoring has become a crucial metric in order to assess sustainability.
Galata Wind has been awarded an ESG Entity Rating of “2” with an overall score of “76” by
Sustainable Fitch, which indicates that the company evidences a good ESG profile and impact.
This rating makes Galata Wind the second company in Sustainable Fitch’s comprehensive EMEA
universe to receive the pure-play label, highlighting its significant contributions to climate
change mitigation through dedicated renewable energy initiatives and a robust sustainability
strategy that is aligned with the UN Sustainable Development Goals and ambitiously targets
net zero emissions by 2030. Galata Wind ranks 1st among 13 Turkish companies in Sustainable
Fitch's ESG rating system. The company is also ranked in the top 10 percent globally in the
energy sector out of 150 companies, reflecting its commitment to sustainable practices
internationally. In the broader Sustainable Fitch Universe of approximately 800 companies,
Galata Wind is ranked in the top 5% solidifying its status as a top-performing renewable energy
company with exemplary ESG standards.

A strong capital structure and low leverage are boosting investment appetite

Galata Wind’s debt position gradually decreased as a result of strong operational profitability
and significant cash conversion. The Company has a roughly EUR19.2mn outstanding bank
loans (at LIBOR + 0.65%-0.80%) as of end-3Q24 with weighted average remaining life of 6-year.
The Company has a net debt position of TRY2,563mn as of end-3Q24 despite 9M24 capex of
TRY1,138mn (~USD33mn) and advance payments for the equipment purchases for ongoing
investments.

The Management intends to maintain its Net Debt/EBITDA below 3.5-4x during the investment
period. We anticipate that the ongoing projects in Turkiye for the near term (2024-2027) will
require USD50mn additional investments. In addition, the projects with storage facilities will
require USD130mn capex at current prices.

Strong dividend prospects

The Company offers a sustainable balance between medium-to-long term growth and income
prospects. Accordingly, despite the ambitious growth targets, the Company distributed
TRY437mn of dividend back in Aug’24 with 2.79% yield and 89% pay-out from 2023 earnings.

Higher carbon sales revenue potential

The Company currently generates a reduction of app. 430k tons of carbon emissions annually.
Current price per ton of CO2 is around 3-4USS. However, the carbon certificate market in
Turkey is expected to experience significant growth due to the Country’s steps towards its 2053
net zero target and the European Commission’s carbon border tax regulation (The Carbon
Border Adjustment Mechanism). This could lead to higher carbon prices in the future. On top
of that, the planned capacity extensions will further increase the carbon sales potential. Galata
Wind is currently holding approximately 1.3mn tons of carbon credit with the current monetary
value of ~USD5.2mn.
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Figure 1: Summary Financials (USD, million)

Income Statement (USD, mn) 2020 2021 2022 2023 2024E 2025E 2026E Growth 2021 2022 2023 2024E 2025E 2026E

Net Sales 48 61 72 63 70 93 95 Net Sales 28% 18% -12%  11.4% 32% 2%

Cost of Sales -13 -16 -13 -16 -12 -16 -19 Gross Profit 27% 32% -19%  22.6% 33% -1%

Gross Profit 35 45 59 47 58 77 76 Opex 38% -36% 47% 64.9% 28% 21%

Operating Expense -2 -3 -2 -3 -5 -7 -8 EBIT 26% 38% -22%  19.6% 33% -3%

EBIT 33 41 57 44 53 71 68 EBITDA 29% 25% -22%  21.4% 35% 1%

Depreciation & Amortization 5 7 4 3 4 7 10 Net Profit -13%  227% -22% 10.4% 23% -28%

EBITDA 38 48 61 47 57 77 78

Non-operating Income/ (Expense) 6 5 10 14 3 5 2 Profitability 2021 2022 2023 2024E 2025E 2026E

Profit / (Loss) from Subsidiaries 0 0 0 0 0 0 0 Gross Margin 73% 82% 75% 83% 83% 80%

Net Investment Income/ (Expense) 0 0 0 0 0 0 0 Opex Margin 6% 3% 5% 7% 7% 8%

Net Financial Income/ (Expense) -11 -24 -10 -12 17 14 -6 EBIT Margin 68% 79% 70% 75% 76% 72%

Profit before Tax from Continuing Op. 28 22 57 47 73 89 64 EBITDA Margin 79% 84% 75% 82% 83% 82%

Tax Income/ (Expense) -6 -3 7 2 -18 -22 -16 Net Profit Margin 32% 88% 78% 77% 72% 51%

Net Profit 22 19 63 49 54 67 48

EPS 0.04 0.04 0.12 0.09 0.10 0.12 0.09 DCF Assumptions 2021 2022 2023 2024E 2025E 2026E

DPS 0.00 0.00 0.02 0.03 0.03 0.05 0.05 USDTRY ending 13.0 18.6 29.4 35.0 43.0 47.4

Dividend Pay-out 0% 0% 88% 38% 42% 56% 45% USDTRY average 8.8 16.5 237 328 39.2 45.2
TR CPI (%) 36.1 64.3 64.8 44.5 25.0 14.0

Balance Sheet (USD, mn) 2020 2021 2022 2023 2024E 2025E 2026E

Current Assets 23 29 51 13 215 199 123

Cash and Cash Equivalents 9 12 37 3 207 190 115

Marketable Securities 0 0 76 0 0 0 0

Short-Term Trade Receivables 5 6 5 6 5 7 7

Inventories 0 0 0 0 0 0 0

Other Current Assets 9 11 5 1 3 2 2

Long Term Assets 195 103 246 352 114 130 181

Tangible Fixed Assets 115 66 141 205 94 113 166

Intangible Fixed Assets 39 23 88 100 10 8 7

Right of Use Assets 2 1 2 3 1 1 1

Other Long-Term Assets 36 13 11 38 10 8 7

Total Assets 218 133 298 365 329 330 304

Short Term Liabilities 41 22 6 16 28 30 38

Short-Term Financial Loans 35 19 4 5 26 29 36

Short-Term Trade Payables 1.0 0.7 1.0 2.8 1 1 1

Other Short-Term Liabilities 4.6 0.1 0.2 0.4 1 1 0

Long Term Liabilities 53 36 56 69 182 160 126

Long-Term Financial Loans 40 30 26 26 182 160 126

Total Liabilities 93 58 62 85 210 191 164

Shareholders' Equity 125 75 236 280 119 139 140

Total Paid-in Capital 535 535 535 540 540 540 540

Reserves and Other Items 2 2 5 9 5 6 8

Retained Earnings/ (Acc. Losses) 29 20 83 136 43 52 72

Current Year Income/ (Loss) 21 13 50 25 54 67 48

Total Liabilities & Shareholder Equ. 218 133 298 365 329 330 304

Source: Company, Ak Investment Research
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Valuation

We initiate coverage on Galata Wind with Outperform rating and a 12-month target price of
TRY51.62/share. Our target price points to a 12-month total return of 83%. We expect the stock to
outperform the BIST100 index due to; i) attractive valuation, ii) low leverage before the upcoming
CAPEX cycle, iii) positive impact of the upcoming capacity, showing effective EBITDA contribution
at the end of 2025 and beyond. We used a USD-based valuation for our DCF analysis. We assumed
a USD-based risk-free rate of 6.5% derived from the latest Eurobond Issue rate of TCMB. With our
expected 2025 year-end USD-based EV/EBITDA multiple of 10.3x and current T12M EV/EBITDA
multiple of 9.0x, Galata Wind is trading at a discount.

Figure 2: Galata Wind Valuation Summary (USS$, mn)

Target Price (USS, mn)
Sum of DCF 192
Terminal Growth 1%
Terminal Value 606
EV 798

Net Cash/(Debt) (3Q24) -77

Current Equity Value 722
Target Equity Value 801

Target Price (S) 1.48
Target Equity Value (TRY, mn) 27,872

2025E EV/EBITDA 10.32
12M TP 51.62
Current Price 28.2
Upside Potential 83.0%

Source: Company, Ak Investment Research

Figure 3: Galata Wind Discounted Cash Flow Analysis (USS$, mn)

DCF Valuation (US$, mn)

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034

Installed Capacity (MW)
Generation Volume (GWh)

269 269 290 297 375 400 465 530 595 660 740 800 800 800
746 793 729 805 999 1,086 1,296 1,504 1,714 1,925 2,245 2,484 2,484 2,485

Revenues
Average Price (USS/MWh)
COGS & OPEX
Average Cost (USS/MWHh)
EBITDA
Average EBITDA (USS/MWh)
EBITDA Margin (%)
Depreciation
EBIT
(-)Tax on EBIT
(-) Capex
as of sales (%)
Net Working Capital
as of sales (%)
(-) Change in WCR

61.1 71.8 63.1 70.2 91.8 946 1142 1336 1525 1719 1954 2162 219.6 2209
81.9 90.5 86.6 87.2 91.9 87.1 88.1 88.8 89.0 89.3 87.1 87.0 88.4 88.9
12.7 11.2 15.8 129 15.5 16.7 19.8 22.9 25.9 28.9 334 36.8 36.5 36.5
17.0 14.1 21.7 16.0 15.5 15.4 15.3 15.2 15.1 15.0 14.9 14.8 14.7 14.7
48.4 60.6 47.3 57.5 773 783 949 1112 1273 1431 1620 1794 1831 1844
64.9 76.5 64.9 71.2 76.4 717 72.8 73.6 73.9 743 72.2 72.2 73.7 74.2
79% 84% 75% 82% 84% 83% 83% 83% 83% 83% 83% 83% 83% 83%
7.1 3.9 3.0 3.7 4.7 4.7 5.7 6.4 7.2 8.0 9.0 9.7 9.7 9.7
41.3 56.7 44.3 53.7 72.7 73.6 89.2 1048 120.1 1350 153.0 169.8 1734 1747
83 13.0 111 134 18.2 18.4 223 26.2 30.0 33.8 38.3 42.4 43.3 43.7
9.7 6.6 39.7 44.6 41.7 77.5 77.8 78.2 786 1117 85.1 4.5 4.5 4.5
16% 9% 63% 63% 45% 82% 68% 59% 52% 65% 44% 2% 2% 2%
1.8 2.2 1.9 2.1 2.8 2.8 3.4 4.0 4.6 5.2 5.9 6.5 6.6 6.6
3% 3% 3% 3% 3% 3% 3% 3% 3% 3% 3% 3% 3% 3%
-1.2 0.4 -0.3 0.2 0.6 0.1 0.6 0.6 0.6 0.6 0.7 0.6 0.1 0.0

FCF 31.6 40.6 -3.1 -0.7 16.8 -17.7 -5.9 6.2 18.1 -3.0 379 1319 1352 136.2
Discount Factor 1.1 1.2 1.3 1.4 1.6 1.7 1.9 2.1 2.2 2.5 2.7

Discounted FCF 31.6 40.6 -3.1 -0.7 14.1 -13.5 -4.1 4.0 10.6 -1.6 18.4 58.7 54.9 50.6

WACC (US$) Terminal

Risk free rate* 6.5%

Equity risk premium 5.5%

Beta (L) 0.83

Equity 75%

Cost of Equity (keL) 0.11

Debt 25%

Cost of Debt 6.0%

Corporate Tax Rate 25%

After tax cost of debt 4.5%

WACC 0.09

*TCMB Latest Eurobond Issue Rate

Source: Bloomberg, Ak Investment Research
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Risks
Natural gas price is a key risk parameter

The price of natural gas is a key risk parameter for spot electricity market price as gas fired
power plants have high marginal costs and ranked last in the merit order. The price of natural
gas in Turkiye is determined by BOTAS based on long-term bilateral contracts, linked to oil
prices with nine-month delay. Subsidies provided by state-owned BOTAS (Crude Oil and Natural
Gas Pipelines and Trading Company), may also cause temporary delays in the pass-through
mechanism.

High reserve margins may suppress electricity prices

Another risk is the high reserve margins in Tilrkiye. Rapid expansion in installed capacity
coupled with the below trend economic growth may suppress electricity prices. Total installed
capacity grew at a rate of 6.1% since 2008, way above the 3.7% electricity demand growth in
the same period. As a result, reserve margin increased to a record high 35%. It is expected that
additional capacity will continue to meet electricity demand and reserve margins will remain
high in foreseeable future. Hence, once the war is over, it may put pressure on electricity prices.
Yet, the Company is partially protected against the downside risks in electricity prices as 34%
of production is sold under FIT regime. But going forward, as the FIT contracts expire (which
has 5-year weighted average remaining life), the Company’s exposure to electricity prices will
gradually increase. To mitigate the downside risk of sustained low electricity prices, we used
MCP (Market Clearing Price) assumption of 65S until 2034.

Potential delays and changes in investment plans pose another risk

The Company aims to nearly triple its current capacity to over 1100MW, but factors such as
financing conditions, lack of financing, increasing exchange rate volatility, low electricity prices
and lack of regulatory approvals could lead to changes or delays in investment plans. In order
to mitigate these downside risks, we did not include the Europe SPP investment (200+100MW)
and capped our valuation model’s capacity at S00MW.

Regulation risks

Regulatory risks should also be considered. The Government has introduced a cap on electricity
prices in April’22 after a significant jump in energy prices following the Russian invasion. While
the cap has been removed, possible future regulatory changes may pose risks to the sector
participants. However, it is worth noting that the Government has been very supportive for
renewable investments in Tirkiye for a long time to fully utilize the natural resources of the
Country, to achieve the sustainability targets and to reduce the current account deficit.
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Shareholder structure

Galata Wind (GWIND TI) is 70% owned by listed Dogan Holding (DOHOL Tl), one of the leading
holding companies in Tiirkiye. The remaining 30% share is free float. The share has been listed
in BIST since April’21.

Figure 4: Shareholder Structure

= Dogan Holding

Free Float

Source: Company, Ak Investment Research

Expansion targets in detail
Wind & Hybrid solar capacity expansion in Tagpinar Hybrid (42MW Solar & 13MW Wind)

The recent regulation allows ancillary solar capacity built-up complementary to main sources
on the existing sites, without new license requirements. The capacity additions will increase the
capacity factor and efficiency of the existing plants, and also will further diversify the portfolio.
In addition, with the added flexibility, these power plants could achieve higher selling prices in
the post feed-in tariff era. Accordingly, the Company aims to build 42MW hybrid solar capacity
in two phases on its existing Tagpinar WPP.

The construction of initial two capacity upgrades, 10MW and 7MW, is complete. The
construction of second phase, with a capacity of 25 MW, is expected to finalize at the end of
4Q24. The total capex is estimated at around USD30mn. Additional solar capacity benefits from
the feed-in tariff mechanism of the main source. Therefore, the electricity generation will be
under FIT agreement with a price of USD94/MWh until the end of 2025 and USD73/MWh
between 2026 and 2030. The Company also added 13MW wind capacity to its existing Taspinar
WPP, which has been in operation since the beginning of this year. The capacity factor is
expected to be same as existing power plant at around 33%.

Mersin WPP capacity extensions (39MW)

The Company plans to add 39MW wind capacity to its existing Mersin WPP. It is expected to
become active at the end of 2024 (revenue contribution is expected to be visible in 1Q25). The
total investment amount is expected to be ~USD30mn. The new capacity will not be eligible for
FIT, therefore it will be subject to spot market prices. The capacity factor is expected to be same
as existing plant at around 45%.

Alapinar WPP investment (14MW): The Company has acquired the license back in
September’22 through an acquisition. The commissioning of the 14MW installed capacity is
planned for 2025 with an investment of ~USD18mn (including acquisition price of USD3.7mn).
The plant will be eligible to the new feed-in-tariff mechanism. The capacity factor is expected
to be around 35-40%.
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International solar projects (200+100MW)

Two separate contracts were signed with two different project development companies
located in Europe in order to develop solar power plant projects with a total capacity of
300MW. Galata Wind Energy Global BV has been established, located in the Netherlands, to
coordinate the potential investments abroad. The projects are expected to start development
in 2025 with a roughly EUR200mn investment. The capacity factor of these plants is expected
to be around 14%.

Storage electricity generation projects (300+110MW)

Energy watchdog (EMRA)’s recent regulation, pre-licensing for storage capacity, which have
been awaited by the market for a long time, came into effect. Sector participants who
undertake to establish a storage facility will be able to apply for a pre-license to EMRA without
any competition by the regulator (TEIAS) to establish wind and solar power plants as much as
the storage capacity they will install. Accordingly, the Company applied for a total 550MW
installed capacity with battery storage. Currently, 410MW of preliminary licenses (300 MW for
WPP and 110MW for SPP) have been obtained. The Company plans to initiate these
investments in a longer term (2026-2029) as the battery storage technology has been in rapid
development phase with potential cost reduction in upcoming years.

Figure 5: Evolution of Future Investment Plans

Total Capacity 362 MW 576 MW 1086 MW

2024 2025 2026 & Beyond
Mersin WPP - 62.7 MW Mersin WPP - 39 MW Alapinar WPP - 14 MW Hectricity Storage (WPP) - 300 MW
Sah WPP - 105 MW Hybrid Phase 2 - 25 MW Europe SPP Investment - 200 MW, Hlectricity Storage (SPP) - 110 MW
Taspinar Hybrid - 96 M Europe SPP Investments - 100 MW

Corum SPP - 9.4 MW

Erzurum SPP - 245 MW

Source: Company, Ak Investment Research

Figure 6: Expansion Plans in More Details

Hybrid (96 MW) Mersin WPP (39 MW)  Alapinar WPP (14 MW) International Projects (300 MW) Electricity Storage (410 MW)
410
w0
39

Expected Projects 25 100 300

[

Phase 1 Phase 2 Mersin Alapinar Phase 1 Phase 2 Electricity Storage
COD 2023 - 2024 2024 2025 2025 - 2026 2026 - 2029
Construction Start 2023 (ongoing) 2023 (ongoing) 2025 2025 2026 - 2029
Sales Price * FIT: $94/MWh - $73/MWh Spot New SFIT or Spot Spot or PPA New SFIT
Capacity Factor 13% 45% 40% 14%

*USD94/MWh until 2025, USD73/MWh between 2025 - 2030

Source: Company, Ak Investment Research




AKlInvestment

Current power plant portfolio

Galata Wind invests in solely sustainable energy sources and generates %100 renewable
energy. The Company has a total renewable installed capacity of 297MW with 3 wind power
plants (WPP) accounting 88% (247MW) of the capacity and 2 solar power plants (SPP) and 1
hybrid power plant, accounting 12% (50MW) of the capacity.

Figure 7: Galata Wind Current Portfolio
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Figure 8: Current Installed Capacity Breakdown By Plant
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Figure 9: Generation Breakdown by Plant (9M24)
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Source: Company, Ak Investment Research
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Installed capacity evolution

Galata Wind aims to nearly double its capacity to over 550MW by 2025. Near-term targets
(2023-2025) include: i) hybrid solar capacity expansion at existing Taspinar WPP (25MW), ii)
capacity extension in Mersin WPP (39MW), iii) recently acquired Alapinar WPP (14MW) and iv)
first phases of greenfield investments (mostly solar) in Europe (300MW in total, expected to be
realized in two steps). In a longer term (2026-2030), the Company plans to further increase its
capacity with storage enabled generation plants in Turkiye (300MW wind, 110MW solar).

Figure 10: Installed Capacity Evolution (MW)

.@ °

14
300
200

2010 2011 2015 2018 2019 2020 2021 2022 2023 2024 2025 2030
u Current Portfolio Hybrid Capacity WPP Capacity Increase
International Projects Acquisitions u Electricity Storage

Source: Company, Ak Investment Research

Figure 11: Current Installed Capacity Breakdown By Source Figure 12: Current Share of FIT in Installed Capacity
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Source: Company, Ak Investment Research Source: Company, Ak Investment Research
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Generation evolution

The Company recorded 600GWh production in first three quarters of 2024. Solar resources

recorded 7% of the total production (43GWh) while wind resources produced 557GWh of
electricity.

Figure 13: Annual Generation Evolution (GWh)
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mWind Solar

Source: Company, Ak Investment Research

Wind is the main source of the generation

Wind power plants makes up %93 of generation while solar comprises remaining 7%. Three
power plants (1 Hybrid, 2 Solar) with a total capacity of 130MW (44% of total) are eligible to
feed-in-tariff and benefit a purchasing guarantee at USS$-linked constant prices with a weighted
average remaining maturity of c.5-year. Indeed, the Company has generated roughly 34% of its
revenues from feed-in-tariff mechanism in the first three months of 2024.

Figure 14: Generation Breakdown by Source (9M24) Figure 15: FIT Share in Generation (9M24)

7%

= Wind = FIT

Solar 66% Merchant

Source: Company, Ak Investment Research Source: Company, Ak Investment Research
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Revenues and costs

Between 2022 and 2024, wind power plants generated %88 of revenues while solar plants’
revenue contribution was 10%. The remaining 2% is mostly consist of carbon sales. The
Company has generated roughly 34% of its revenues from feed-in-tariff mechanism in 9M24.
Feed-in-tariff mechanism will continue to protect the Company against the volatility of
electricity prices and currency weakness in upcoming years thanks to the long remaining FIT
life of the plants.

Maintenance expenses and system usage fees were the two major cash cost items with 36%
and 39% respective shares while insurance, personnel, security and consultancy expenses
constituted 25% of total costs 3Q24.

Figure 16: Revenues (USD, million)
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7
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2
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mWind Solar Other (mostly carbon sales)
Source: Company, Ak Investment Research
Figure 17: Breakdown of Revenues (2022-2024) Figure 18: Breakdown of Costs (3Q24)
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High EBITDA margin with significant cash conversion

The Company has generated a remarkable 79% EBITDA margin along with a significant 95% cash
conversion rate in average in last three years.

Low leverage
Net debt position gradually decreased as a result of strong operational profitability and

significant cash conversion. The Company has EUR19mn outstanding bank loans (at LIBOR +
0.65%-0.80%) as of end-3Q24 with weighted average remaining life of 6-year.

The Company intends to maintain its Net Debt/EBITDA ratio below 3.5-4x during the
investment period. We anticipate that the local ongoing projects (108 MW) for the near term-
pipeline (2023-2025) will require ~USD70mn additional investments (on top of already spend
USD25mn) while the projects abroad (300MW) will likely necessitate roughly EUR200mn capex.
In addition, the longer term projects (410MW) will require ~USD450-500mn capex at current
prices.

Figure 19: EBITDA (USD, million) and EBITDA Margin Figure 20: Net Debt (USD, million) and Net Debt/EBITDA

2021 2022 2023 9M23 9M24 2021 2022 2023 2024 2025 2026
= EBITDA == EBITDA Margin (%) mmmm Net Debt (Cash) === Net Debt/EBITDA
Source: Company, Ak Investment Research Source: Company, Ak Investment Research

3Q24 - 1AS29 earnings review

Galata Wind reported an IAS29 adjusted net profit of TRY152mnin 3Q24, up by 3.9% YoY (3Q23:
TRY146mn) with 24.6% margin (3Q23:19%). The company recorded a monetary gain of
TRY25mn (3Q23: -TRY118mn). Galata Wind posted a net sale of TRY618mn, down by 19.6% YoY
(3Q23: TRY768mn) while the gross profit margin decreased 800bps YoY to 55.5% from 3Q23’s
63.5%. The Company recorded an EBITDA of TRY438mn, down by 26.6% YoY (3Q23:
TRY597mn). EBITDA margin also decreased 670bps to 70.9% from 3Q23’s 77.6%. Galata Wind’s
consolidated revenues decreased by 13% YoY to TRY1,682mn in 9M24 (9M23: TRY1,941mn).
Although the total production increased by 10% (mainly due to Taspinar Hybrid’s added 28.4
MW capacity), revenues were 13% below last year due to the decrease in average MCP by 2%
and indexation rate of 49%. In addition, in 9M23, revenues from carbon credit sales amounted
to TRY62mn, while no carbon credit sales were realized in 9M24 due to lack of favorable prices.
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The main reason for the TRY717mn increase in the financial income is the TRY485mn increase
in the monetary position gain YoY (9M24: TRY234mn and 9M23: -TRY251mn). The main reason
for this increase is that while the monetary assets of the Company were higher than the
liabilities as of September 2023, the monetary assets decreased as a result of the investments
made especially in the 4Q23, resulting in a monetary gain as of 9M24. At the end of
September’23, EUR/TRY exchange rate increased more compared to the same period of this
year, and the foreign exchange loss on loans decreased to -TRY128mn (9M23: TRY410mn) due
to the lower loan principal balance in this period. Foreign currency loans decreased from
EUR22.6mn to EUR19.2mn with the repayment of EUR3.4mn. With the annualized 31
September 2024 EBITDA, Net Debt to EBITDA ratio is at 0.39, up from September 2023’s 0.30
level, limited by the EBITDA contribution of 2023 capex (3Q23: TRY523mn, 3Q24: TRY128mn).

Pre-1AS29 Financials Review

GWIND’s revenue without inflationary accounting shows TRY597mn sales in 3Q24, up by 24%
compared to 3Q23. 9M24 numbers show TRY1,504mn of sales, up by 40% compared to 9M23.
An EBITDA of TRY420mn is recorded in 3Q24 with 70.4% margin (3Q23: TRY360mn, 74.8%). Net
profit is decreased by 12% YoY to TRY309mn from 3Q23’s TRY349mn. Net profit margin stood
at 51.7% (3Q23: 72.5%) showing the true effects of lower MCP (Market Clearing Price).

Figure 21: Pre-IAS29 Income Statement Breakdown

OPEX (TRY -52mn) [ opex |

Depreciation & Amortisation (TRY 25mn) m

EBITDA (TRY 420mn)

Other Operating Income/ Expense (TRY 26mn)

Operating Profit (TRY 420mn)

Financial Income/ Expense (TRY -63mn) Financial Expense

Profit before Tax (TRY 358mn)

Tax Income/ Expense (TRY -49mn)

Profit/ Loss for Period (TRY 309mn)

Source: Company, Ak Investment Research

Figure 22: Quarterly Production Breakdown

9M23 oM24 (%) 3023 3024 (%)
Total Capacity (MW) 269 297 11% 269 297 11%
Production (MWh) 547000 600000 10% 220070 210000 -5%
Sah 236,000 238,000 1% 101,000 83,000 -18%
Mersin 155,000 160,000 3% 59,900 56,000 7%
Taspinar Hybrid 114,000 159,000 39% 41,000 54,000 32%
Erzurum 30,600 31,000 1% 13,200 12,000 -9%
Corum 11,400 12,000 5% 4,970 5,000 1%
Spot Price (USS/MWh) 104 65 -38% 78 67 -14%

Source: TEIAS, Ak Investment Research
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Tiirkiye electricity market outlook
Installed capacity

Total installed electricity capacity in Tlrkiye has grown with a 5.4% CAGR since 2013, reaching
to 114.6GW as of Oct ‘24 that implies 50.6GW capacity build-up in this period. Renewable
capacity has grown with a CAGR of 25.8% in same period, reaching to 69.2GW as of Oct’24
implying 63.6GW capacity additions. Note that, in 2013 there were no significant solar capacity
and solar investments has been accelerated since 2016, extending its share in total capacity
mix. Currently, renewable energy power plants including the hydro plants make up 57% of total
installed capacity as of Oct’24. Hydro power plants constitute 28.8% while non-hydro
renewable plants comprise 28.4% of the total installed.

Ministry targets

Tirkiye’'s electricity consumption is projected to increase significantly in the coming years.
According to Turkiye National Energy Plan, consumption is expected to reach 380.2 TWh in
2025, 455.3 TWh in 2030 and 510.5 TWh by 2035. On the other hand, in Sep ‘24, Turkiye
overtook Germany to become the largest coal-fired power generator in Europe (28% more than
Germany). To meet the rising demand with clean sources, Tirkiye plans to expand its installed
capacity to 145GW by 2028 with the CAGR of 5.8%. To ensure a reliable and sustainable energy
supply for the nation’s future needs (scalability, cost efficiency, carbon reduction etc.),
renewables are crucial. According to Ministry of Energy’s 2024-2028 energy strategy plans, as
a result of YEKA (Renewable Energy Source Area) and similar investment models, renewable
energy sources will be used more intensively in electrical energy production.

Figure 23: Total Installed Capacity of Turkiye (Oct '24) Figure 24: Total Energy Generation of Tiirkiye (Oct’24)
2% 2%
= Hydro
17% Natural Gas
= Hydro
Coal
Solar
Wind
11% ;
Solar 25% 8% Wind
Thermal
Geo 9
19% 22% 11%
= Other

Source: TEIAS, Ak Investment Research

Source: TEIAS, Ak Investment Research

According to Ministry of Energy and Natural Resources’ 2024-2028 Strategic Plan, renewable
installed capacity is expected to increase with a CAGR of 7.2% to 91.4GW until 2028 while wind
& solar energy installed capacity in total is expected to grow by 12.8% annually to 52.4GW in the
same period. The expectations suggest 22.2GW renewable capacity addition in this period,
20GW of which is expected to come from wind & solar capacity additions. The solar energy
capacity in total is expected to grow 14.7% annually in Tirkiye (2024: 19,100 MW, 2028E: 33,100
MW), while total wind capacity is expected to grow 9.8% annually (2024: 13,300 MW, 2028E:
19,300 MW). Overall, the ministry targets to increase renewable share in total capacity to 63%
in 2028, from the current 57%.
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Figure 25: Installed Capacity Growth by Source (GW) Figure 26: Installed Capacity Growth by Primary Source (GW)
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Besides Ministry of Energy, TEIAS (Turkish Electricity Transmission Corporation) also runs
scenario analysis for consumption for the next 10 years. Accordingly, TEIAS forecasted the
consumption to grow with CAGR of 2.7%, 3.3% and 3.8% in 2023-2032 period in the low, base,
and high demand scenario analysis, respectively.

Figure 27: Per Capita Electricity Demand in Tiirkiye (MWh) Figure 28: TEIAS Electricity Demand Growth Forecasts (%)
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Generation & consumption

In 2024, Turkiye's electricity generation landscape exhibited significant developments, marked
by a mix of traditional and renewable energy sources.
Tirkiye emerged as Europe’s leading producer of coal-fired electricity, generating 88 TWh in
the first nine months of 2024. This output surpassed Germany’s 69 TWh and Poland’s 65TWh
during the same period. Coal accounted for approximately 35% of Turkiye’s generation with a
substantial portion of the coal being imported, primarily from Russia.
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Renewable energy expansion

In the first nine months of 2024, solar energy generation increased 40% compared to the same
period in 2023, raising its share in generation from 6% to 8%. This growth was instrumental in
meeting peak electricity demand during the summer months.

Wind power contributed approximately 11% to the national generation mix, with an installed
capacity of 12GW as of 2024. The Energy Ministry plans to increase this capacity to nearly 30GW
by 2035, including 5GW from offshore wind projects.

Hydro and natural gas

Hydropower remained a significant component of Tlrkiye’s energy mix, while natural gas usage
experienced a decline. In the first nine months of 2024, clean electricity generation, including
hydropower, increased by over 25%, leading to a 9% reduction in fossil fuel-based generation.

Nuclear energy developments

Construction progressed on the Akkuyu Nuclear Power Plant, with plans for four reactors
totaling 4800MW. However, the project faced delays due to supply chain issues, including
withheld parts from manufacturers. Discussions were held with the US & China regarding the
construction of additional nuclear power plants and small modular reactors, aiming to diversify
energy sources and reduce dependency on imported fuels.

Figure 29: Electricity Generation by Sources (TWh) Figure 30: Electricity Consumption by Sectors (TWh)
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Source: Ministry of Energy, Ak Investment Research
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Tiirkiye has lower electricity consumption per capita

Despite its relatively high electricity consumption growth, Turkey still remains well below the
OECD in per capita electricity consumption.

Figure 31: Per Capita Electricity Demand in Selected OECD Countries (2023, MWh)
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Source: IEA, Ak Investment Research
Natural gas price has a high correlation with electricity prices in Turkey

The price of natural gas is a key risk parameter for spot electricity market price as gas fired
power plants have high marginal costs and ranked last in the merit order. The price of natural
gas in Turkiye is determined by BOTAS based on long-term bilateral contracts, linked to oil
prices with nine-month delay. Subsidies provided by state-owned BOTAS (Crude Oil and Natural
Gas Pipelines and Trading Company), may also cause temporary delays in the pass-through
mechanism.

Figure 32: Electricity vs Natural Gas Prices (USD)
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Turkey has lower residential electricity price

Residential electricity price in Tlrkiye is significantly below the European Union average. The
main reasons behind the lower price as follows: i) residential tariff, in order to alleviate the
burden on households, is always significantly lower than other tariffs such as industrials and
commerecial tariffs, ii) the impact of high inflation and depreciation of lira do not fully reflect on
electricity prices, iii) the significant depreciation of lira in recent years has pressured the
electricity tariffs in euro terms. On top of these, the impact of Russian invasion in Ukraine
significantly increased energy prices in Europe.

Figure 33: Residential Electricity Prices in Europe and Tiirkiye (EUR/kWh, 1H24) *
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Source: EUROSTAT, Ak Investment Research

* The price data includes all taxes and fees and covers the consumption between 2,500KWh and 5,000KWh per year

YEKDEM scheme (Feed-in-tariff) (still applies to eligible power plants)

First implemented in May 2005, YEKDEM played an important role in the development of
installed capacity of renewable sources. Accordingly, the renewable power plants that became
operational between 2005 and June 30, 2021 have been benefiting from the guaranteed prices
that applied for a period of 10 years. In case of using local equipment, additional price
incentives were provided to these plants for the first 5 years. Accordingly, the guaranteed
constant price for hydro and wind power plants is USD73/MWh, for geothermal it is
USD105/MWh, for biomass and solar it is USD133/MWh. The difference between YEKDEM
prices and merchant prices is paid by all electricity consumers countrywide, not government
directly. Eligible power plants have options to opt-out / opt-in to the YEKDEM scheme each
year. Power plants eligible for existing YEKDEM still continue to benefit from the existing
YEKDEM scheme.

Figure 34: Existing Feed-in Tariff Prices

Hydroelectric 73 10 10-23
Wind 73 10 6-37
Geothermal 105 10 7-27
Solar 133 10 4-56
Biomass 133 10 5-67

Source: EMRA, Ak Investment Research
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New YEKDEM scheme (applies to power plants becoming operational after July’21)

New YEKDEM tariffs have been implemented back in 2021 and revised and expanded in May
2023 to better reflect the expectations of market participants. The power plants commissioned
between July 1, 2021 and December 31, 2030, will be eligible to benefit from the new YEKDEM
mechanism. The new YEKDEM tariffs are set in TRY and will be escalated monthly according to
inflation and exchange rate variables. The inflation variable will be weighted by 40% (25% PPI -
15% CPI), and the dollar and euro basket created with equal weight will be given 60% weight.
In addition, new YEKDEM tariffs will not exceed floor and ceiling limits. In the new mechanism,
local content uplift prices also subject to escalation.

Figure 35: New Feed-in Tariff Prices (2024 Year-End)
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Source: EPIAS, Ak Investment Research

The renewable market is very fragmented

There are 21 private sector players with renewable capacity of over 250MW. The share of the
largest player constitutes only 3% of the total renewable capacity of Tirkiye while the total
share of these players in total renewable capacity is less than 28%. The fragmented structure
of the market creates significant consolidation opportunities for the players with solid balance
sheet and/or backed by strong shareholders.

Figure 36: Major Companies in Energy Sector by Capacity (% Share of Renewables)
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Disclaimer

This research report is for distribution only under such circumstances as may be permitted by applicable laws. The
information and opinions in this report were prepared by AK INVESTMENT (Ak Yatirim Menkul Degerler A.S.) with
information and data obtained from public sources, which are believed to be trustworthy. However, this research
report is not guaranteed to be a complete statement or summary of any securities, markets, reports or developments
referred to herein and, AK INVESTMENT does not guarantee that the information contained herein is true, accurate,
complete or unchangeable. The views of AK INVESTMENT reflected in this document may change without notice.
Investment information, recommendations and opinions contained in this report are not under the scope of
investment advisory services. Investment advisory services are provided by authorized investment institutions to
persons and entities privately by considering their risk and return preferences in accordance with the investment
advisory services framework agreement to be executed by and between authorized investment institutions and clients,
whereas the comments and advices included herein are of general nature. The statements indicated in this report
should not be construed as an offer, invitation or solicitation to sell or purchase any securities or other instruments
under any circumstances. This research report and any investment information, opinion and recommendation
contained herein have not been prepared based on and may not fit to specific investment objectives, financial
situation, investment goals, risk return preferences or particular needs of any specific recipient, and investments
discussed or recommended in this report may involve significant risks, may be illiquid and may not be suitable for all
investors. Therefore, making an investment decision only by relying on the information given herein may not give
results that fit your expectations. Investors must make their own investment decisions considering the said
circumstances and based on their specific investment objectives and financial situation and obtaining independent
specialized advice as may be necessary. In addition, AK INVESTMENT research department produces various types of
research including, but not limited to, fundamental analysis, quantitative analysis, and trade ideas. Recommendations
contained in one type of research product may differ from recommendations contained in other types of research,
whether as a result of differing time horizons, methodologies, or otherwise. AK INVESTMENT is under no obligation to
disclose or take account of this document when advising or dealing with or on behalf of customers. Readers are thus
advised to have the accuracy of the information contained confirmed before acting by relying on such information and
the readers shall bear the responsibility of the decisions taken by relying thereon. Neither AK INVESTMENT nor any of
its directors, officers, employees or agents shall have any liability, however arising, for any error, inaccuracy or
incompleteness of fact or opinion in this research report or any losses or damages which may arise from the use of this
research report. Furthermore, the personnel and consultants of AK INVESTMENT shall not have any responsibility in
any case for direct or indirect damage caused by such information. Moreover, AK INVESTMENT shall not be held liable
for any damage to the hardware or software of the receiver caused by any viruses, detected transfer or any other
technical reason in case of the receipt of the reports via the internet or through e-mail.

Ak Investment Research Stock Rating Methodology

Our rating system aims to indicate a relative value and is therefore based on a graduated scale (Outperform, Neutral
and Underperform). While the BIST-100 (XU100) Index is treated as the point of reference when assigning our ratings,
each analyst also takes into account views towards stocks in relation to the sectors under coverage and the sector call
relative to the market. We also categorize the stocks in our coverage under two groups, principally in accordance with
their liquidity (based on free-float market capitalization and historical average daily trading volume) as small-cap stocks
exhibit different risk/return characteristics than more-liquid large-caps. In conjunction, the individual stock ratings
reflect the expected return of the stock relative to the broader market over the next 6 to 12 months. The expected
performance equals to the sum of forecasted share price appreciation and expected cash dividend income. It is a
function of the near-term company fundamentals, the outlook for the sector, the confidence in earnings projections
and the company valuation, along with other factors. In light of this expected return, the target price for a stock
represents the value the analyst expects the stock to reach or sustain over a 12-month horizon. However, this should
be interpreted as a notional reference price and must be discounted by the stock’s cost of equity to calculate the
current fair price estimate. A key element of our rating system is the benchmarking of the 12-month expected return
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against the cost of equity. We apply a required rate of return for each stock, calculated on the basis of our assumed
risk-free rate and equity risk premium. A stock is normally assigned an Outperform rating if the implied return over the
next 12 months exceeds the required rate of return (cost of equity) by at least 10 percentage points for our larger-cap
stock coverage, or by 15 percentage points for the small-cap group. As the average potential upside of the stocks in
our coverage may be considerably higher or lower than the average cost of equity, we also filter stocks according to
their potential upside with respect to other stocks under coverage, with the practical aim of attaching an Outperform
rating to the top group (generally 30-50% of the companies under our coverage), a Neutral rating for the next 40-50%
and an Underperform rating to the lowest group (no less than 10%, and typically between 10-20% of the coverage
group). The expected returns on some stocks may fall outside the range of the applicable rating category, due to
movements in market prices and other short-term volatility or trading patterns, or analyst discretion. While temporary
deviations from the specified ranges are permitted, they would subsequently become subject to review. Note too that
the analyst’s short-term view may occasionally diverge from the stock’s longer-term fundamental rating.

Outperform. An outperform rating conveys an expectation that the stock will outperform the BIST-100 Index (XU100)
within the next 6 to 12 month:s.

Neutral. A neutral rating would convey an expectation that the stock will perform broadly in line with the BIST-100
(XU100) Total Return Index.

Underperform. An underperform rating conveys an expectation that the stock will yield a return below that of the
BIST-100 (XU100) Total Return Index within the next 6- to 12-month period.

Not Rated (N/R). A not rated rating is assigned when the analyst does not have adequate conviction about the stock’s
total return relative to the BIST-100 (XU100) Total Return Index or to the average total return of the analyst’s industry
coverage universe, on a risk-adjusted basis, over the next 6 to 12 months.

Under Review (U/R). An under review rating is temporarily assigned when the analyst starts an appraisal process of
the rating for a potential revision, or the issuer has a significant material event with further information pending or to
be announced. This does not revise the previously published rating, but indicates that the analyst is actively reviewing
the investment rating or waiting for sufficient information to re-evaluate the analyst’s expectation of total return on
equity.

Disclosure

AK INVESTMENT does and seeks to do business with companies covered in its research reports. AK INVESTMENT may
rely on information barriers, such as “Chinese Walls” to control the flow of information within the areas, units,
divisions, groups, or affiliates of AK INVESTMENT. While the analyst will have endeavoured to be objective in the
preparation of this report, investors should be aware of any implications of such a relationship on the objectivity of
the report, or unintended conflicts of interest which may have arisen in its preparation. Investors should consider this
report as only a single factor in making their investment decision. AK INVESTMENT, any of its parents, subsidiaries or
affiliates, agents, and/or their respective officers, directors or employees may hold positions and at any time make
purchases or sales as a principal or agent of the securities referred to herein.
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