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Enka İnşaat ve Sanayi Anonim Şirketi (Enka İnşaat or “the Company”) was established in 1957.
As of June 28, 2002, Enka İnşaat merged legally with its publicly traded shareholder company, Enka
Holding Yatırım Anonim Şirketi (Enka Holding), which were under the common control of Tara Holding
Anonim Şirketi and Tara and Gülçelik families. As of September 30 ,2021, 8.87% of the shares of Enka
İnşaat is traded publicly in İstanbul Stock Exchange (ISE). Enka İnşaat, its consolidated subsidiaries and
its joint operations are hereinafter referred to as “the Group”. Main field of Group consists of engineering
& construction, real estate, trade and energy. Engineering & construction is mainly operation of Group
and Group provides full range of design and engineering, procurement, in-house welded fabrication,
modularization, construction, commissioning and start-up, operation and maintenance, and project
management services in Turkey and abroad. The Group’s main ultimate controlling shareholders are Tara
Holding and Tara and Gülçelik Families with 51.17 % and 31.44 % shares respectively as of March 30,
2021.
Key rating drivers, as strengths and constraints, are provided below.
Strengths
 Sectoral
and
geographical
divergence
contributing
risk
mitigation
of
revenue
generation,
 Solid
EBITDA
generation
capacity
and
profitability metrics,
 Solid financial profile and cash buffer thanks to
strengthened FFO generation easing liquidity
management,
 Accumulation of
strong
past
credentials
redounding sustainable volume growth as
indicated by large backlog value,
 Valuable investment properties portfolio,
 Strong equity level, mainly stemmed from
accumulated profits,
 Natural hedging against currency risk by FX
oriented revenue stream in a certain extent,
 Long-lasting presence and successful trackrecord in the sector.

Constraints
 Upward trend construction costs suppressing
profitability in the construction industry,
 Political and operational risk exposing due to
risk elements arising from abroad operations.
 Pandemic on global and local economies
overhang a systematic risk.

Considering the aforementioned points, the Group’s the Long-Term National Rating has been assigned as
‘AAA (Trk)’. The Groups’ s solid liquidity structure, predictable cash flow capacity, solid EBITDA
generation capacity, low level of financial leverage ratios, implementing technical and crucial construction
projects and having sturdy backlog value have been evaluated as important indicators for the stability of
the ratings and the outlooks for Long and Short-Term National ratings are determined as ‘Stable’. Timely
completion of ongoing projects in the context of sustainability of income generation, its impacts on
profitability indicators and possible fluctuations in electricity generation amount will be closely monitored
by JCR Eurasia Rating in upcoming periods. The macroeconomic indicators at national and international
markets, as well as market conditions and legal framework about the sector will be monitored as well.
The Sponsor Support notes and associated risk assessments reflect the financial and non-financial
positions of the controlling shareholder of the Group, and their ability to provide liquidity and equity if
such a need arise Group’s qualified shareholders, Tara Holding and Tara and Gülçelik Families, are
considered to have the willingness and experience to ensure long-term liquidity and equity within their
financial capability when required and to provide efficient operational support to Group. In this regard,
the “Sponsor Support” Grade of the Group has been assigned as (1) in JCR Eurasia Rating’s notation
system indicating the highest level.
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The Stand Alone Note of the Group has been constituted particularly with respect to the Group’s reputable
brand name, asset quality, ongoing operations, growth rates, development of market, operational
condition risk, experienced management team and know-how level. JCR Eurasia Rating has determined
that the Group has reached sufficient level of experience to manage risk incurred in the balance sheet
without shareholder support. In this respect, the Stand-Alone rating of the Group has been assigned as
(A) in JCR Eurasia Rating notation system, indicating the highest level.
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1. Rating Rationale
Sectoral and Geographical Divergence that
Contributes
Risk
Mitigation
of
Revenue
Generation
The Group organized its activities in four fundamental
fields of businesses as below:





Engineering & Construction
Real estate
Trade
Energy

Engineering & construction is mainly operation of Group
and Group provides full range of design and
engineering, procurement, in-house welded fabrication,
modularization, construction, commissioning and startup, operation and maintenance, and project
management services in the various sectors as below:

The Sectoral and geographical diversification enables
the Group to mitigate the risk may arise from
macroeconomic fluctuations of the countries operated.
In addition, the operations in foreign countries help the
Group to generate FX revenues to create a barrier
against the fluctuations in the value of Turkish Lira.
Group’s rating is based on its consolidated business
profile, and key rating drivers were its diversification
and scale from operating business lines and
geographies. Group’s ratings maintain to be supported
by the Group's strong business profile.
As of December 31,2020, the business segment-based
details of the Group's consolidated sales are as follows,
and 74% of its sales consist of construction activities
(31 December 2019: 59%, 30 September 2021: 58%).
Engineering &
Construction
Real Estate

(IN PERCENTAGE)

Trade
Energy






Oil, Gas & Petrochemicals
Power Plants
Infrastructure
Building works

33

59
74

11
5

In addition, the Group operates in various geographical
areas as below:

18
51
6









Turkey: engaged in diverse types of
construction activities including construction of
industrial and social buildings, motorways and
construction and operation of natural gas fired
electrical
energy
generation
facilities.
Additionally the Group is operating in trading
activities.
Russian Federation, Georgia, Turkmenistan and
Kazakhstan: engaged in construction activities
and also in investment and development of real
estate properties and shopping malls in
Moscow, Russia.
Engaged in construction activities in Kenya,
Djibouti, Mauritania in Africa; Saudi Arabia, Sri
Lanka, India, Oman, Iraq, Afghanistan in Asia,
Mexico in North America, Paraguay in South
America and Bahamas in Caribbean.
Europe: engaged in construction and trading
activities in Romania, the Netherlands,
Switzerland, Germany, Greece, Serbia and
Kosovo.
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As of December 31, 2020, and 2019, the countriesbased details of the Group's engineering & construction
sales are as follows:
31.12.2020 (USD
000)

31.12.2019 (USD
000)

Iraq

277,786

277,353

Russia

243,529

141,718

Turkey

207,021

180,599

Kazakhstan

120,535

130,499

Europe

109,824

57,231

64,659

71,575

Countries

Africa
Georgia

1,391

31,946

0ther

238,592

256,496

Total

1,263,337

1,147,417

2

As of December 31, 2020, the geographical segmentbased details of the Group's consolidated sales are as
follows:

The decrease in revenue stemmed from real estate and
energy segments.
The net profit generated from construction activities
increased by 15% in FY2020 compared with previous
year whilst there was a decrease in the net profit
generated from rental activities due to Covid 19. The
sustainable cash flows and EBITDA trends enable the
Group to meet its liabilities required.

REVENUE (2020,%)

Other
Turkey
Iraq

The margins of net profit and ebit of the Group
preserved its upward trend. The ebit and net profit
margins increased to 18.65% from 16.07% and to
38.89% in FY2020 from 36.04% in FY2019,
respectively. The ebit and net profit margins are
26.87% and 19.69% in 3Q2021, respectively.

Russian
Federation,
Kazakhstan,
Georgia

EBIT Margin

Solid
EBITDA
Generation
Profitability Metrics

Capacity

and

The Group is able to generate EBITDA and net profit
consistently through analysed years and had
USD398.87mn EBITDA and USD645.14mn net profit
as of FYE2020 The Group’s consolidated revenue mainly
generated from construction activities.
The profits result from construction and real estate
activities are depicted below:
Engineering & Construction
in thousand USD

2020

2019

2018

Gross Profit

243,448

200,070

211,699

Profit from Operations

159,705

93,445

171,823

Profit from Operations
Before Financial Income

614,953

515,779

-26,991

Net Profit

541,127

468,793

-47,251

Real Estate
in thousand USD

2019

2018

Gross Profit

201,425

2020

231,988

216,947

Profit from Operations

184,751

209,383

201,808

Profit from Operations
Before Financial Income

174,439

252,841

221,836

Net Profit

139,873

201,014

168,880

21.36

2018

16.07

2019

18.65

2020

Net Profit Margin

36.04

38.89

2019

2020

11.59

2018

Two of the principle indicators of profitability, namely
the Return on Average Equity (ROAE) and Return on
Average Assets (ROAA) realized as 9.62% and 7.69%,
respectively as of FYE2020. As observed from the below
graph, both of the profitability ratios have decreased in
FY2020. While the operations of the Group’s within the
rating scope are predictable, it has recurring product
components with EBITDA generation capacity in sales
and high value-added projects.

The consolidated revenue of the Group decreased by
12% in FY2020 compared with previous year.
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Since the expiry of the Electricity Sale Agreements with
EÜAŞ and the Natural Gas Sale Contracts with BOTAŞ
under the BOO Scheme, the plants have been licensed
to operate in the merchant electricity market.
Meanwhile, the Energy Market Regulatory Authority
(EPDK) has issued ENKA Power Trading Company
(ENKA Enerji Ticaret A.Ş.) (ENKA Power) with an
electricity supply license. Under the license, ENKA
Power engages in wholesale or retail activities for
eligible consumers. The EPDK has also issued ENKA
Power with an import (spot market) license. Under this
license, ENKA Power is able to import natural gas or
LNG and to engage in wholesale or retail activities for
eligible consumers. Since commercial operation began,
ENKA has improved the infrastructure at the plants and
invested in state-of-the art technology with the
“Advanced Gas Path and DLN2.6+ Upgrade”.
With this industry-leading technology, ENKA Power has
improved fuel efficiency, lowered its emission footprint
and enhanced the operational flexibility and reliability
of the power plants.
The production of electricity has been temporarily
stopped in Adapazarı and Gebze Power Plants in
February 2019 and in İzmir in August 2019 after the
expiry of the Electricity Sale Agreements. The
utilization of electricity was 4,491GWh in 2019. The
Group did not produce energy in 2020.The Group has
started to produce energy in 2 Q 2021 period with this
industry-leading technology and the production of
electricity was 6,278GWh as of September 30, 2021.

in FFO calculation. FOCF is the cash that a company
generates from its normal business operations after
subtracting any money spent on capital expenditures.
The Group has positive cash flow recorded during the
review periods. Regarding the nature of the Group’s
activities and long-term contracts, the operations of the
consolidated entities within the rating scope continue to
convey predictable as well as recurring components
with high EBITDA generation capacity.
(in thousand USD)

2020

2019

2018

292,748

570,801

558,730

87,466

141,458

-282,806

Net Cash Generated from
Operating Activities (CFO)

380,214

712,259

275,924

Net Cash (Used In)/From
Investing Activities

167,362

27,470

-229,600

Free Operating Cash Flow
(FOCF)

547,576

739,729

46,324

3.38

3.01

2.76

Funds from Operations
(FFO)
Changes in Working Capital

Current Ratio (x)

Accumulation
of
Strong
Past
Redounding Sustainable Volume
Indicated by Large Backlog Value

Credentials
Growth as

The Group, following its foundation in 1957’s, has
rapidly expanded its construction and engineering
project business through completion of projects in
various sectors. In contracting business, backlog level
is one of the most prominent indicator of future revenue
inflow. As the Group continues to begin new projects,
backlog accumulates and provides a certain amount of
visibility for revenue for upcoming periods.
Enka İnşaat’s overall growth indicators are to be
maintained through the notable progress of its
construction and contracting activities concentrated
both abroad and Turkey as indicated by currently
ongoing projects with a backlog value. The Group's
reasonable backlog is one of the leading drivers for the
Group.

Solid Financial Profile and Cash Buffer Thanks to
Strengthened FFO Generation Easing Liquidity
The Group recorded USD 292mn of FFO and
USD 380mn of CFO. The same figures were
USD 570mn and USD 712mn, respectively in the last
year ends. Changes in net working capital is excluded
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Backlog value of the Group was USD3,611mn as of
September 30,2021 as below:
Backlog
Countries

30.09.2021 (in million USD)

Russia

909

Serbia

518

Special Projects

471

Kazakhstan

411

Libya

290

United Kingdom

282

Germany

204

Bahamas

143

Turkey

70

Iraq

67

Finland

46

Mexico

35

Others
Total

165
3,611

Valuable Investment Properties Portfolio
The Group has mainly real estate properties in Russia
and Turkey which are leased to tenants. Based on IFRS
2020 report, Group has USD1,904mn real estate
investment portfolio in Russia and USD7.9mn real
estate investment portfolio in Turkey.
Investment properties portfolio is appraised by
independent real estate valuation companies, based on
valuation models such as income capitalization,
discounted cash flow model and market value model as
per international reporting standards.
Revenue from rental operations is USD289mn and
decreased by 16% in 2020 compared with previous
year due to Covid 19 negative effect. The shopping
malls in Russia were closed for three months
approximately and only food, pharmacies, mobile
operators and petshop tenants operated during this
time. In this period, short-term rental discounts were
applied to the tenants due to close of shopping malls
for a time in 2020. However, there is an 4% increase in
revenue from real estate as of September 30,2021
compared with previous same period.

Investment Properties
in thousand USD

2020

2019

2018

Shopping Malls

856,676

1,050,548

908,476

Naberazhnaya Tower
Office Buildings

593,475

558,538

506,561

Moscow Invest Plaza

230,539

251,365

218,568

Moskva Krasnye Holmy
Office Buildings

128,862

142,613

182,178

Mosenka Office Buildings

58,608

67,997

64,273

OVC Multifunctional
Complex

35,990

-

-

7,955

7,955

11,021

1,912,105

2,079,016

1,891,078

Turkey Esentepe Plaza
Total

Strong Equity Level,
Accumulated Profits

Mainly

Stemmed

from

The Group’s total equity amounted USD6,770mn,
USD6,637mn and USD6,181mn in last three financial
years ends, respectively. The Group has paid dividend
amounting to USD137mn, USD260mn and USD179mn
in the last 3-year ends, respectively. Significant amount
of total equity composes of retained earnings..
(FSLI/USD,000)
Net Profit

2020

2019

2018

643,265

685,707

327,536

Retained Earnings

4,692,285

4,410,324

4,335,121

Total Shareholder

6,693,541

6,567,519

6,102,790

80%

78%

76%

Share

Natural Hedging Against Currency Risk by FX
Oriented Revenue Stream in a Certain Extent
Group has operations in various sectors and countries.
The sectoral and geographical diversification enables
the Group to mitigate the risk may arise from
macroeconomic fluctuations of the countries operated.
Engineering & construction is mainly operation of Group
and 74% of its sales consist of construction activities
(December 31 ,2019: 59%). The Group has
construction activities in various countries and detailed
of countries are shown as below. In addition, significant
amount of construction operations of Group in Turkey
are carried out in U.S. Dollar or indexed to U.S. Dollar.

The detailed of investment properties portfolio are
shown as below:
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Therefore, the Group has earned fx oriented revenue in
Turkey and abroad.
31.12.2020 (USD
000)

31.12.2019 (USD
000)

Iraq

277,786

277,353

Russia

243,529

141,718

Turkey

207,021

180,599

Kazakhstan

120,535

130,499

Europe

109,824

57,231

64,659

71,575

Countries

Africa
Georgia

1,391

31,946

0ther

238,592

256,496

Total

1,263,337

1,147,417

Upward Trend Construction Costs Suppressing
Profitability in The Construction Industry
Due to the increasing construction materials and
foreign currency prices recently, the upward trend in
the construction cost index puts pressure on the
profitability margins. According to the construction cost
index announced by the Turkish Statistical Institute,
construction costs increased by 41.93% compared to
October of the previous year. Compared to the same
month of the previous year, the material index
increased by 50.47% and the labor index increased by
22.62%.

Long-Lasting Presence and Successful TrackRecord in the Sector
With a history dating back to 1957, the Group has
accumulated significant know-how and vast experience
in the construction as well as completion of projects in
the Turkey and abroad. The Group still continues the
construction of various prestige projects in Turkey and
abroad. The Group’s expertise in different industries,
diversified portfolio, access to financial resources and
strong relationships established within the group
companies help the Holding to enjoy high synergy
under the same roof.
Group, with its long-lasting presence in the sector and
its advanced organizational structure, operates in local
and international quality standards and manages to be
mobilized agile in every location for its projects and
carries out multiple projects simultaneously in different
regions of the world. Thanks to its operational strength
mentioned above, the Group preserves its prestigious
position in the sector by being among “The World’s Top
250 International Contractors List” of Engineering News
Record (ENR). ENKA Inşaat is the largest construction
company in Turkey and ranked among the ENR’s Top
International Contractors since 1981. ENKA retained
top ranking in the Engineering News-Record (ENR) Top
Global Sourcebook lists of Government Offices (9th);
Hotels, Motels and Convention Centers (25th); Retail
(25th); Marine and Port Facilities (18th); ChemicalsNon-petroleum (20th); Power (24th); Fossil Fuel (8th);
Wind Generation (8th); Petroleum (45th) and Offshore
and Underwater Facilities (14th) based on 2020
revenue. In addition, ENKA were awarded 131 projects
with a total contract value of USD 7.1 billion in Turkey
and 421 projects with a total contract value of USD46.9
billion abroad. ENKA has completed more than 2,000
projects (including fully owned subsidiaries’ projects) in
their 63-years history.

Building construction cost index increased by 42.13%
compared to the same month of the previous year.
Compared to the same month of the previous year,
the material index increased by 50.98% and the labor
index increased by 22.64%. In October, 2021, the
construction cost index for nonbuilding structures, the
material index and the labor index increased by
41.24%, 48.78% and 22.52% YoY.
Political and Operational Risk Exposed due to Risk
Elements Arising from Abroad Operations
Political risks may be financially devastating and can
bring foreign operations to a halt if an organization is
not properly prepared. In general, a political risk is
defined as any action taken by a foreign party - such as
a governmental body - that affects, or could affect, the
local business climate. These actions can cause
companies and investors to suffer financial losses as a
result of sweeping political changes or instability in the
country. The following are some common political risks:

• Changes in laws and regulations
• Restrictions on imports and exports
• Transfer risk
• Breach of contract by a foreign government.
The Group is exposed to political and operational risks
thanks to operations in various countries.

6

Pandemic on Global and
Overhang A Systematic Risk

Local

Economies

The impact of the economic shock caused by the Covid19 pandemic at the beginning of 2020, which emerged
in China and spread worldwide, continued to increase
its effect especially in the axis of developed countries,
pushed the countries to take extraordinary measures
and caused a sudden and sharp decrease in economic
activities despite monetary expansion measures, has
become another issue to be considered which may
seriously suppress the corporates' asset quality and
profitability in the upcoming periods.
Since large-scale construction projects activities and
real estate highly correlated with economic activities,
doing business in this field becomes harder due to low
visibility stemming from pandemic. As a result, the
uncertainties still overhang as a systematic risk for all
sectors for the following periods, including pricing,
demand, alterations in global trade etc.
With respect to the below-mentioned factors, JCR
Eurasia Rating has assigned the Company’s Long Term
National Note as ‘AAA (Trk)’ with a “Stable” outlook
and the Short-Term National Note as ‘A-1+ (Trk)’ with

Key markets of ENKA is Turkey and
Russia. Therefore, international credit rating of the
Holding is capped at the sovereign ratings of these
countries. When the Group’s position is considered with
“Stable” outlooks.

the global and national scale rating matching published
by JCR Eurasia Rating, the Company’s Long and ShortTerm International Ratings are assigned as ‘BBB-’ and
‘A-3’ with “Stable” outlooks.

2. Projections
The projections for upcoming years have not been
provided by the Group management.

3. Rating Outlook
Enka İnşaat’s outlook is determined with respect to
sustainable
improvement
on
core
profitability
indicators, high debt service capabilities and financial
flexibility, strong equity level, reasonable liquidity
structure, sizable accumulation of completed projects
and solid backlog value, sectoral and geographical
divergence and long-lasting presence in the sector.
Howeveruncertainty emanated from Covid-19 outbreak
continues to suppress positive prospects on global
macroeconomic level and geopolitical risks-driven
uncertainties.

JCR Eurasia Rating has assigned a “Stable” outlook on
the National Long and Short-Term perspectives of Enka
İnşaat.
Additionally, the outlook on the International Long and
Short-Term Rating perspectives of Group have been
assigned as ‘Stable’ in line with the sovereign rating
outlooks of the Republic of Turkey.
Factors that Could Lead to a Downgrade





Severe and persistent
deterioration in
operating results and/or cash flow generation,
Potential loss of flexibility in financing
conditions and deterioration in liquidity,
Disruption
or
suspension/termination
in
ongoing and new projects,
Serious and deepened concerns on global
macroeconomic indicators due to prolonged
Covid-19 pandemic

JCR Eurasia Rating will monitor developments in the
periods to come with regard to the proposed projections
by the Company including particularly improvement in
profitability and impact of the ongoing Covid-19
outbreak and possible changes in regulations.

3. Sponsor Support and Stand-Alone
Assessment
Sponsor Support notes and their risk estimations reflect
the financial and non-financial states and expected
support by the qualified shareholder - Tara Holding and
Tara and Gülçelik Families. Within the consideration of
these assessments, the Sponsor Support note of the
ENKA İnşaat has been determined as (1), which
denotes the strongest external support prospect.
Enka İnşaat’s ‘Stand-Alone Rating’ has been
determined with reference to the Company’s market
share, net asset value and sales growth, asset quality,
risk management policies and the trends of the existing
risks in the markets and the business environment via
its internal means. Considering the Company’s strong
equity profile and cash flows, Stand-Alone rating of (A)
has been determined in the JCR Eurasia Rating notation
system.
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Group’s current BoD is listed below in the chart:

4. Company Profile & Industry
a. History and Activities
Enka İnşaat ve Sanayi Anonim Şirketi (Enka İnşaat or
“the Company”) was established in 1957. As of 28 June
2002, Enka İnşaat merged legally with its publicly
traded shareholder company, Enka Holding Yatırım
Anonim Şirketi (Enka Holding), which were under the
common control of Tara Holding Anonim Şirketi and
Tara and Gülçelik families.
Main field of Group consists of engineering &
construction, real estate, trade and power generation.
Engineering & construction is mainly operation of Group
and Group provides full range of design and
engineering, procurement, in-house welded fabrication,
modularization, construction, commissioning and startup, operation and maintenance, and project
management services in Turkey and abroad. Group is
the largest construction company in Turkey and ranked
among the ENR’s Top International Contractors since
1981. ENKA retained top ranking in the Engineering
News-Record (ENR) Top Global Sourcebook lists of
Government Offices (9th); Hotels, Motels and
Convention Centers (25th); Retail (25th); Marine and
Port
Facilities
(18th);
Chemicals-Non-petroleum
(20th); Power (24th); Fossil Fuel (8th); Wind
Generation (8th); Petroleum (45th) and Offshore and
Underwater Facilities (14th) based on 2020 revenue.

b. Shareholders, Subsidiaries & Affiliates
The Group is controlled by " Tara Holding Anonim
Şirketi and Tara and Gülçelik families " As of December
31, 2020, 8.99% of the shares of Enka İnşaat is traded
publicly in İstanbul Stock Exchange (ISE). Family
Members and structure is shown below:

Board of Directors

Duty

Sinan Tara

Chairman

Haluk Gerçek

Vice-Chairman

Erdoğan Turgut

Board Member

Mehmet Mete Başol

Board Member

Fatih Osman Tar

Board Member

As of 2020 year-end, the subsidiaries’ and joint
ventures shares and type of consolidation are disclosed
in Appendix A.

c. Industry Assessment
Construction Industry and Housing Statistics
Construction industry plays a critical role in Turkey’s
economic development with a multiplier effect.
According to the Turkish Contracting in The
International Market Reports published by Turkish
Contractors Association, construction industry accounts
for nearly 8-9% of GDP and employs almost 2 million
people and with the direct and indirect impacts on other
sectors the share of the construction sector in the
Turkish economy reaches 30%.
As can be seen graph below, the construction sector
has outperformed to GDP in the period of the economic
growth. However, during the recession periods of the
economy construction industry has experienced
dramatic declines. In 2019, GDP increased by 0.9%
whilst construction industry declined by 8.6% in
Turkey. As of second quarter of 2020, Turkey’s
economic activity has been affected by Covid-19
pandemic lockdown. Accordingly, GDP and construction
industry declined by 10.4% and 3.9%, respectively.

Group’s Shareholder Structure
December,2020

December,2019

in thousand USD

Amount-USD

%

Amount-USD

%

Tara Holding A.Ş.

1,358,385

49.80

1,312,279

49.72

Vildan Gülçelik

217,942

7.99

Sevda Gülçelik

175,390

6.43

169,709

6.43

Enka Spor Eğitim ve
Sosyal Yardım Vakfı

160,115

5.87

154,929

5.87

Other

815,850

29.91

791,538

29.99

Total

100

210,883

7.99

With the reopening, economic activity has recovered in
the third quarter of the current year and GDP and
construction industry expanded by 6.1% and 4.7%,
respectively. However, recovering in economic activity,
construction industry shrunk -3.5% in 2020 due to
sharp contract in last quarter of the 2020 (-12.5%)
whilst GDP growth realized as 1.6% in 2020.

100
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Construction industry has been affected by Covid-19
pandemic whilst construction costs have increased
sharply. According to the Construction Cost Index,
published by TurkStat, in June 2021, construction cost
index for residential building increased by 2.89% and
42.48% compared with previous month and the same
month of the previous year, respectively. (December,
2020: y.o.y increase of 24.47%) Also, material index
increased by 53.70% and labor index increased by
19.88% compared with the previous year in June 2021.
Construction Cost Index for Residential Buildings
(2015=100)
Total

Material

Labor

The depreciation of the Turkish Lira and increasing
mortgage interest rates pressure the sales capacity of
the houses while the demand was maintained to some
extent due to the urbanization rate and growth in
population. The growing trend in housing sales was
maintained until FY2017 and total unit sold reached
1.41 million thanks to demographic dynamics of the
country, growing numbers of major projects and
attempts to revive the sector. After weak growth house
sales performance between 2018-19, thanks to
authority support of house sales along with low bank
loans in the first three quarter of 2020, house sales
increased by 11.2% to 1,499,316 unit in 2020
compared to the previous year and the share of the
mortgage sales were 38.2% and other house sales
were 61.8%. Around 30-40% of total residential sales
were realized with mortgage loans in the sector.
Housing Sales (monthly)
Weighted Average Interest Rates For Housing Banks Loans (%, monthly)

2015

2016

2017

2018

2019

2020

April

January

July

October

April

January

July

October

April

January

July

October

April

January

July

October

April

January

July

October

April

January

July

October

April

January

250,000

2021

3.00
2.50

200,000

2.00

150,000

1.50
100,000

Source: Turkstat
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According to the Turkish Statistical Institute (TUIK)
data, the number of building permits during 2017 was
dramatically increased by 38.83% to 287,333,966 m2
while occupancy permits exhibited a moderate increase
of 7.96% and reached to 163,356.035 m2 compared to
previous year. The gap between construction permit
and occupancy permit has significantly widened in
2017. With the slowdown in construction sector
between 2018-2020, building and occupancy permits
weakened.

Source: CBRT, Turkstat

Increasing of interest rates has pressured the house
sales since August, 2020 and sales growth performance
was weaken again. In Jan-May, 2021, house sales
realized as 418,079 unit, indicating yearly decrease of
3.84%. İstanbul had the highest share of total house
sales with 19.7% and 19.2% as of first five month of
2021 and FYE2020, respectively.

Building Permits Statistics
(in square meter)

House Sales in Turkey
Occupancy permits

Building permits

1,157

1,165

1,289

1,341

1,409

1,375

1,349

1,499

435

2009

2010

2011

2012

2013

2014

2015

2016

2017

2018

2019

2020

2013

2014

2015

2016

2017

2018

2019

2020

418

5M2020 5M2021

Source: Turkstat
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With increasing demand, the average residential prices
in Turkey increased by approx. 75% between 2017 and
2021. Most of this increase was observed in İzmir,
where average residential prices increased by over
90%.
Residential Property Price Index

İstanbul

Ankara

2021-04

2021-02

2020-12

2020-10

2020-08

2020-06

2020-04

2020-02

2019-12

2019-10

2019-08

2019-06

2019-04

2019-02

2018-12

2018-10

2018-08

2018-06

2018-04

2018-02

2017-12

2017-10

2017-08

2017-06

2017-04

2017-02

(2017=100)

İzmir

Source: CBRT

Distribution of International
Works by Country

Period

Country

19722019(%)

20102019(%)

Russian Federation

19.80

18.00

Turkmenistan

12.10

14.10

Iraq

6.70

7.80

Saudi Arabia

6.00

6.60

Kazakhstan

6.40

5.10

Others

49.00

48.40

Source: Ministry of Trade of Turkey

Construction industry has been affected by Covid-19
pandemic and international business volume has
decreased dramatically whilst construction costs have
increased as of 2020. According to the Construction
Cost Index, December, 2020 published by TurkStat,
construction cost index increased by 25.02%. (June
2021: 42.48%)

Turkish contractors have undertaken 486 projects in 60
countries with a business volume of USD 19bn in 2019.
In 2020, 57 projects in the amount of USD5.8bn was
undertaken in the leading market Russian Federation,
followed by Iraq (26 projects, USD 1.5bn) and Qatar
(10 projects, USD 1.3bn). The regional distribution of
the projects undertaken in 2019 were realized as
follows; Eurasia 52.3%, Europe 10.8%, USA 4.3%, and
South Asia and Far East 1.8%. In the first half of 2020,
a total of 85 projects and amount of USD 3.9bn were
undertaken in overseas by Turkish contracting firms. As
of 2020, top’s markets were Russia, Ukraine, Iraq,
Croatia and Qatar, respectively.
The year of 2020 began on a positive outlook for the
sector, with first-quarter growth in total construction
spend. But as companies started to realize the impact
of Covid-19, confidence among industry fallen. In
several jurisdictions, some projects are paused or
postponed. Since construction industry is a locomotive
sector and has major share in GDP, industry is highly
dependent on economic activities.
Impact of the economic shock caused by the Covid-19
at the beginning of 2020, caused sudden and sharp
decrease in economic activities. Thus, GDP and
construction industry shrank by 9.9% and 2.3%,
respectively in second quarter of 2020. Then, strong
recovery started to observe in the industry mainly
backed by skyrocketing house sales due to lowered
interest rates and extended maturity term on mortgage
credits. On the other hand, the central bank hiked
interest rates in recent months to fight against inflation
rate, leading mortgage and borrowing costs increase.
Accordingly, Turkish construction industry will likely
continue to suffer from low demand in the following
period. Moreover, effective vaccine rollouts gather
pace, however herd immunity to the coronavirus is
expected to take some time. All in all, the uncertainty
is expected to remain for a while, depending on the
developments on the pandemic.
Turkey targets to increase its share of the global
construction market 4.6% to 7% in the medium term.
The lists published annually by Engineering NewsRecord (ENR) are seen as a major source of prestige for
the
construction
industry
worldwide.
Turkish
construction companies have been maintaining their
top positions in this list for many years. The "Top 250
Global Contractors" list, which includes construction
companies doing business on a global scale, is
published every year as a study accepted and approved

Source: Ministry of Trade of Turkey
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by the relevant authorities in the world. Turkey has
taken place with a total of 44 construction companies
in the list released in 2020 and has maintained second
place after China. The ranking of countries according to
the number of construction companies was the same in
2020 as in the previous year. China ranked first with 74
companies; Turkey ranked second with 44 companies;
USA ranked third with 35 companies.
It is seen that Turkish contractors play an active role in
the Middle East, Russia and Europe. In addition, Turkish
contractors seem to be ahead of the Chinese and
Korean companies by increasing their share especially
in Western Europe. In recent years, Turkish Contractors
have been working to increase investments in Africa,
and the market share of Chinese contractors in Africa
is around 62%. While the number of Turkish
construction companies that entered the top 100 in
2019 in the aforementioned list was 7, it increased to 9
in 2020.
It should not be forgotten that construction industry
has a critical role for the economies owing to multiplier
effect along with direct and indirect effects on the other
sectors. Consequently, after the recession impacts of
the pandemic, it’s expected to rapid growth in
construction industry in the upcoming period.

5. Financial Policy & Risk
Credit, market, operational and liquidity risks represent
the major categories of risks for the Group resulting
from its operations. The Group acts proactively in terms
of risk management in order to ensure that its business
operations in different industries and regions are not
adversely affected as a result of market, operational,
liquidity and counterparty risks. The knowhow and
related experiences of the corporate governance
structure of Group are the key foundations of the
Group’s risk management organization.
Group has a systematic focus on the growth
opportunities according to the Group’s short and long
term plans. Moreover, risk policy maintains the goal of
ensuring the Group’s expansion, sustainably increasing
corporate value and realizing fiscal and planned
objectives.
The Group is listed on ISE and its shares are traded
publicly. Therefore, the Group is directly subject to the
Corporate Governance Principles dictated by Capital
Markets Board of Turkey.

Credit Risk
Credit risk is the risk that one party to a financial
instrument will fail to discharge an obligation and cause
the other party to incur a financial loss. The Group
attempts to control credit risk by monitoring credit
exposures,
limiting
transactions
with
specific
counterparties,
and
continually
assessing
the
creditworthiness of counterparties.
Concentrations of credit risk arise when a number of
counterparties are engaged in similar business
activities or activities in the same geographic region, or
have similar economic features that would cause their
ability to meet contractual obligations to be similarly
affected by changes in economic, political or other
conditions. The Group seeks to manage its credit risk
exposure through diversification of sales activities to
avoid undue concentrations of risks with individuals or
groups of customers in specific locations or businesses.
It also obtains security when appropriate. It is the
Group’s policy to enter into financial instruments with a
diversity of creditworthy counterparties.
According to the audit report, the material monetary
items of the Group exposed to credit risk are bank
deposits amounted USD1,347mn as of FYE2020
(FYE2019: USD1,014mn) and financial assets at fair
value through profit or loss amounted USD1,826mn
(FYE2019: USD2,334mn). The amounted USD1,182
mn in bank deposit as of FYE 2020 was held in foreign
countries. Therefore, the Group avoided counterparty
risk.
Market Risk
Market risks expose from fluctuations in the value of a
financial instrument which could potentially impact the
Group’s future cash flows. These include foreign
currency risk, interest rate risks and risks relating to
changes in the prices of financial instruments and
commodities. The Group is mainly exposed to currency
risk and interest rate risk through the use of financial
instruments and business operations.
Interest rate risks
The Group’s exposure to the risk of changes in market
interest rates relates primarily to the Group’s debt
obligations with floating interest rates. The Group is
managing interest risk that arises from assets and
liabilities sensitive to interest risk by using balancing
assets and liabilities.
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Foreign exchange risk
The Group is exposed to foreign exchange risk arising
from various currency exposures primarily with respect
to Euro, Russian Ruble and also U.S Dollar which arises
from the liabilities belonging to the companies in the
consolidation scope, whose the functional currency is
not U.S Dollar. The Group is engaged in construction,
trading, energy and real estate operations business in
several countries and, as a result, is exposed to
movements in foreign currency exchange rates. In
addition to transactional exposures, the Group is also
exposed to foreign exchange movements on its net
investments in foreign subsidiaries. The Group
manages foreign currency risk by using natural hedges
that arise from offsetting foreign currency denominated
assets and liabilities. The foreign currency risk of the
Group arises from the credits used in U.S. Dollars, Euro
and JPY. In order to mitigate the risk, the Group
continuously monitors its cash inflows/outflows and
also uses financial instruments to hedge the risk when
it is necessary.

000 USD
FX
Position

FYE2020 FX Position

FYE2019 FX Position

Assets

Liabilities

Assets

(444,547)

782,493

840,349

Net FX
Position

395,802

Liabilities
(444,683)
337,810

Liquidity Risk
The Group's liquidity management consists of matching
the maturities of financial assets and liabilities and
closely monitors the cash flows generated from
operations. The Group's liquidity management consists
of matching the maturities of financial assets and
liabilities and monitoring the cash flows generated from
operations. The Group monitors the cash flows,
payment
schedules
and
additional
funding
requirements regularly. In addition to preserving a
liquidity buffer for contingent outflows, the Group
maintains lines from various credit institutions and
holds sufficient cash reserves.

(in thousand USD)
Funds from Operations (FFO)
Changes in Working Capital
Net Cash Generated from
Operating Activities (CFO)
Net Cash (Used In)/From Investing
Activities
Free Operating Cash Flow (FOCF)
Current Ratio (%)

2020

2019

292,748

570,801

87,466

141,458

380,214

712,259

167,362

27,470

547,576

739,729

3.38

3.01

Operational, Regulatory & Other Risks
Operational risk is the risk of direct or indirect loss
arising from a wide variety of causes associated with
the Group’s processes, personnel, technology and
infrastructure, and from external factors other than
credit, market and liquidity risks such as those arising
from legal and regulatory requirements and generally
accepted standards of corporate behavior. The Group is
subject to different regulations in many different
countries where it operates. Therefore, the Group is
exposed to political and operational risks thanks to
operations in various countries The Group develops its
own environmental policies and procedures to comply
with environmental and local laws.
Group has an adequate level of operational risk control
environment in terms of risk management practices
Both the computerized and manual controls are
effective to mitigate operational risks and minimize
unexpected losses for the Group.

Liquidity risk refers to a Group’s inability to meet shortterm funding needs. The level of assets kept as cash
and equivalents, maturity profile of liabilities, net
working capital level and total cash credit lines are
important indicators while evaluating the liquidity risk.
The below table showing the cash generation capacity
of the group mainly has been taken into consideraton
while determinig the liquidity risk of group.
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ENKA İNŞAAT ve SANAYİ A.Ş. and Its Subsidiaries
Balance Sheet (in thousands USD)

Cash & Cash Equivalents
Financial Investments
Financial Assets at Fair Value Through Profit / Loss
Trade Receivables
Trade Receivables from Third Parties
Other Receivables
Other Receivables from Related Parties
Other Receivables from Third Parties
Contract Assets
Inventories
Prepaid Expenses
Other Current Assets
SUBTOTAL
Assets Classified as 'Held for Sale'
CURRENT ASSETS
Financial Investments
Trade Receivables
Trade Receivables from Third Parties
Investment Properties
Tangible Fixed Assets
Intangible Fixed Assets
Prepaid Expenses
Deferred Tax Asset
Other Non-Current Assets
NON-CURRENT ASSETS
TOTAL ASSETS
Short Term Borrowings
Short Term Portion of Long Term Borrowings
Trade Payables
Employee Benefits
Other Payables
Contract Liabilities
Current Tax Liabilities
Short Term Provisions
Other Short Term Liabilities
SHORT TERM LIABILITIES
Long Term Borrowings
Other Payables
Contract Liabilities
Long Term Provisions
Deferred Tax Liabilities
LONG TERM LIABILITIES
TOTAL LIABILITIES
Controlling Interest
Share Capital
Treasury Shares
Other Accumulated Comprehensive Income (Expenses)
That Will Not Be Reclassified To Profit or Loss
Other Accumulated Comprehensive Income (Expenses)
to be Reclassified to Profit or Loss
Previous Years Profits or Losses
Non-Controlling Shares
TOTAL EQUITY
TOTAL LIABILITIES AND EQUITY
-

2020
1,350,709
1,476,006
1,476,006
333,112
333,112
2,837
0
2,837
15,621
267,728
111,843
48,389
3,606,245
23,309
3,629,554
1,579,176
17,175
17,175
1,912,105
1,233,030
62,400
11,431
8,503
249
4,824,069
8,453,623

2019
1,017,048
1,165,611
1,165,611
257,502
257,502
974
9
965
69,193
272,111
68,140
49,029
2,899,608
23,345
2,922,953
1,777,018
17,404
17,404
2,079,016
1,440,096
64,316
9,774
7,040
282
5,394,946
8,317,899

2018
626,712
899,517
899,517
505,938
505,938
1,053
20
1,033
45,203
307,082
45,890
66,681
2,498,076
23,376
2,521,452
1,725,464
44,103
44,103
1,891,078
1,554,394
44,062
6,426
5,415
3,887
5,274,829
7,796,281

55,011
19,488
167,739
24,051
19,987
671,884
19,478
58,705
38,690
1,075,033
114,302
19,151
1,381
13,356
460,271
608,461
1,683,494
6,693,541
2,727,682
(129,468)

33,208
19,124
176,371
22,138
18,681
554,034
30,306
50,957
66,884
971,703
156,191
24,164
796
13,477
514,482
709,110
1,680,813
6,567,519
2,639,338
(80,004)

54,540
18,914
344,400
19,751
20,805
306,577
53,126
66,410
28,728
913,251
178,355
25,009
1,079
13,309
484,060
701,812
1,615,063
6,102,790
2,639,338
(55,725)

-1,239,214

-1,086,742

-1,141,836

-1,009

-1,104

-1,644

5,335,550
76,588
6,770,129
8,453,623

5,096,031
69,567
6,637,086
8,317,899

4,662,657
78,428
6,181,218
7,796,281

According to JCR Eurasia Rating's Calculations,
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ENKA İNŞAAT ve SANAYİ A.Ş. and Its Subsidiaries
Income Statement (in thousands USD)

Revenue
Cost of Sales
GROSS PROFIT (LOSS)
General and Administrative Expenses
Marketing Expenses
Other Operating Income
Other Operating Expenses
OPERATING PROFIT (LOSS)
Income from Investment Activities
Expenses from Investment Activities
OPERATING PROFIT (LOSS) BEFORE FINANCING
ACTIVITIES
Financing Income
Financing Expenses
PROFIT BEFORE TAX FROM CONTINUING
OPERATIONS
Tax Income Expense from Continuing Operations
Current Tax (Expense) Income
Deferred Tax (Expense) Income
NET PROFIT FROM CONTINUING OPERATIONS
NET PROFIT (LOSS) FOR THE PERIOD

-

2020
1,658,761
-1,244,866
413,895
-82,348
-22,240
42,299
-54,754
296,852
538,109
-97,390

2019
1,892,576
-1,456,509
436,067
-108,082
-23,828
56,356
-35,372
325,141
592,704
-131,408

2018
2,881,443
-2,152,766
728,677
-90,261
-22,926
77,131
-31,210
661,411
203,160
-403,993

737,571

786,437

460,578

45,713
-26,524

35,098
-28,175

54,265
-51,983

756,760

793,360

462,860

-111,625
-107,653
-3,972
645,135
645,135

-111,188
-89,968
-21,220
682,172
682,172

-128,860
-99,692
-29,168
334,000
334,000

According to JCR Eurasia Rating's Calculations,
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ENKA İNŞAAT ve SANAYİ A.Ş. and Its Subsidiaries
Key Ratios & Metrics

2020

2019

2018

EBITDA Margin (%)

24.05

21.95

24.66

EBIT Margin (%)

18.65

16.07

21.36

CFO Margin (%)

22.92

37.63

9.58
4.22

PROFITABILITY

Return on Average Assets (ROaA) (%)

7.69

8.47

Return on Average Equity (ROaE) (%)

9.62

10.64

5.36

38.89

36.04

11.59

Operating Profit Margin (%)

17.90

17.18

22.95

Gross Profit Margin (%)

24.95

23.04

25.29

3.38

3.01

2.76

-2.45

-1.38

3.21

Net Profit Margin (%)

LIQUIDITY
Current Ratio (x)
Net Working Capital / Assets (%)
LEVERAGE
Adjusted Debt / Capital (%)

2.71

3.05

3.91

82.08

148.89

150.62

RoC (Return on Capital) = EBIT / Avg. Capital (%)

4.48

4.58

9.45

Operating ratio (%) = OPEX / Net Sales

6.31

6.97

3.93

Equity Turnover (x)

0.25

0.30

0.46

97.48

86.87

55.00

Account Receivables Turnover (x)

5.31

4.59

6.38

Inventory Turnover (x)

4.61

5.03

8.11

Payables Turnover (x)

7.24

5.59

7.73

2.25

1.46

0.73

-12.35

-34.32

-0.63

-3.98

-41.54

-2.46

1.63

6.69

-2.93

RCF / Adjusted Total Debt (%)
EFFICIENCY

Cash Conversion Cycle (days)

COVERAGE
FOCF Dividend Coverage=FOCF (t-1) / Dividends Paid (t) (x)
GROWTH
Sales Growth (%)
EBITDA Growth (%)
Asset Growth (%)

-

According to JCR Eurasia Rating's Calculations,
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APPENDIX A
Company Name
Engineering & Construction
Enka Holding B.V.
Enka Holding Investment S.A.
Enka Power Systems B.V.
Enka Construction & Development B.V
Far East Development B.V.
Enka Geothermal B.V.
Enmar
Entrade
Capital City Investment B.V
Enka LLC
Retmos Investment Ltd.
OOO Victoria
Enka & Co LLC
Enka Müteahhitlik
Enkamos Region B.V.
Poyraz Shipping B.V
Bogazici Shipping B.V.
Doga Shipping B.V.
Imbat Shipping B.V.
TNY Shipping B.V.
Alacante Shipping B.V
BRK Overseas Shipping B.V
MML Merchant Shipping B.V.
Esta Construction B.V
Enka UK Construction Ltd
Enet
Üstyurt Kurylys
Kasktaş
Kasktaş Arabia Ltd.
Titaş
Çimtaş Gemi İnşa Sanayi ve Ticaret A.Ş.
Çimtaş Hassas İşleme Sanayi ve Ticaret Ltd. Şti
Çimtaş Çelik
Cimtas Mechanical Contracting B.V.
Cimtas (Ningbo) Steel Processing Company Ltd
Cimtas Investment B.V
Gemlik Deniz Taşımacılık Ltd. Şti.
Enka Teknik
Cimtas Boru İmalatları ve Ticaret Ltd. Şti.
Real estate
Mosenka
MKH
OMKH
City Center Investment B.V
Edco Investment B.V
Enru Development B.V

Ownership
%
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
99.90
99.90
99.50
97.88
97.35
97.35
97.35
97.35
97.35
97.35
80
50
100
100
100
100
100
100
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APPENDIX A (CONTINUED)
Trade
Enka TC LLC
Emos LLC
Enmar Construction B.V.
Cmos B.V.
Airenka
Enka Systems Yazılım A.Ş
Enka Pazarlama
Enka Trading B.V
Metra Akdeniz Dış Ticaret A.Ş.
Encommerce B.V.
Entaş
Energy
İzmir Elektrik
Adapazarı Elektrik
Gebze Elektrik
Enka Santral Hizmetleri A.Ş.
Enka Enerji Ticaret A.Ş.
Enka Renewables LLC
Joint Ventures
Enka-Üstay Joint Venture (Turkey)
Enka-Batys LLP Joint Venture (Kazakhistan)
Bechtel-Enka Joint Venture (Kazakhistan) – Senimdy Kurylys
Bechtel-Enka Joint Venture (Romania)
Bechtel-Enka Joint Venture (Albania)
Bechtel-Enka Joint Venture (Kosova)
Bechtel-Enka Joint Venture (Oman)
Bechtel-Enka Joint Venture (Georgia)
Bechtel-Enka Joint Venture (Serbia)
Other Joint Ventures (Europe, Africa, America, Asia)

100
100
100
100
100
100
99.99
99.99
99.99
99.99
99.98
100
100
100
100
100
90
60
50
50
50
50
50
50
50
50
50
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