
 

Copyright © 2007 by JCR Eurasia Rating. 19 Mayıs Mah., 19 Mayıs Cad., Nova Baran Plaza No:4 Kat: 12 Şişli-İSTANBUL Telephone: +90(212)352.56.73 Fax: +90 (212) 352.56.75 Reproduction is prohibited except by 
permission. All rights reserved. All information has been obtained from sources JCR Eurasia Rating believes to be reliable. However, JCR Eurasia Rating does not guarantee the truth, accuracy and adequacy of this 
information. JCR Eurasia Rating ratings are objective and independent opinions as to the creditworthiness of a security and issuer and not to be considered a recommendation to buy, hold or sell any security or to 

issue a loan.  This rating report has been composed within the methodologies registered with and certified by the SPK (CMB-Capital Markets Board of Turkey), BDDK (BRSA-Banking Regulation and Supervision 
Agency) and internationally accepted rating principles and guidelines but is not covered by NRSRO regulations. http://www.jcrer.com.tr 

Corporate Credit & 

Issue Rating 
 

☐New ☒Update 
 

 

Sector: Tourism/Chance Games 

Publishing Date: 31/10/2019 
 

Analyst 
Dinçer SEMERCILER 

+90 212 352 56 73 

dincer.semerciler@jcrer.com.tr 

 
 

RATINGS 

  Long Short 

In
te

rn
at

io
n

al
 Foreign Currency BBB- A-3 

Local Currency BBB- A-3 

Outlook 
FC Negt. Negt. 

LC Negt Negt 

Issue Rating - - 

N
at

io
n

al
 

Local Rating 

(Trk) 
A A-1 

Outlook Post. Post. 

Issue Rating 

(Trk) 
A A-1 

Sponsor Support 2 - 

Stand-Alone AB - 

S
o

v
er

ei
gn

* Foreign Currency BBB- - 

Local Currency BBB- - 

Outlook 
FC Negt. - 

LC Negt. - 
*Affirmed by JCR on November 27, 2018 

 

 

 

Net Holding A.Ş. and Cons. Subsidiaries 

 
Company Overview 
Originally established under the name of Net Turizm A.Ş. in 1974, Net Holding A.Ş. (referred to as the 
Group or the Company) was founded in 1981 having stepped into the casino management industry in 1985 
and was one of the early entrants into the Borsa Istanbul (BIST) index in 1989. The Company entered the 
TRNC market in 1998 and following a period of sustained growth, currently holds a portfolio of 7 hotels 
and 5 casinos across the island under the Merit brand, including the 274 room Merit Royal Garden Hotel 
currently under construction. Having operationalized 4 casinos and 1 hotel across Montenegro, Croatia and 
Bulgaria in line with the capex-light regional expansion strategy initiated in FY2016, the Company plans to 
enlarge its presence via entry into the Macedonian, Ukrainian and Albanian markets in the near-future.  

In addition to the core operating fields of luxury hotel and casino management, the Group owns a highly-
valued real estate portfolio in the TRNC, Turkey and Azerbaijan along with luxury car rental services and 
touristic publications to a smaller extent. Having completed the merger with Net Turizm A.Ş. in 2017 which 
led to the simplification of the corporate structure, the Company operates via 20 subsidiaries and employs 
4,230 personnel as of the report date. Mr. Besim TIBUK is the qualified shareholder and Chairman of the 
Company, the shares of which are traded under the ticker-name of NTHOL on the BIST index.  

Strengths Constraints 

• Market leading position in the TRNC luxury 
hotel and gaming market as the only integrated 
resort operator holding a chain status  

• Diverse client base underpinning revenue 
and EBITDA growth despite challenging 
economic circumstances in Turkey since the 
2H2018 

• Favorable financial leverage levels and hard 
currency dominated revenue structure 
offsetting FX risks under persistent high 
market volatility  

• Expansion opportunities offered by the 
lucrative Asian market along with the 
maintenance of capex-light growth strategy in 
the Balkans through entry into new markets 

• Large real estate portfolio with the potential 
for further development subject to 
improvement in market demand 

• Differentiation from competitors due to 
listed status and compliance with corporate 
governance practices 

 

• Reduction in the gross margin throughout 
FY2018, to be improved via cost cutting 
measures in the Balkan markets and high 
season results 

• Significant increase in financing expenses in 
FY2018 on TRY based results due to FX 
losses and rising interest rates with an 
improving trend in the 1H2019 

• Notable contribution of non-cash re-
valuation and non-recurring collected 
provision/tax income to equity/profitability 
figures 

• Pressure exerted on net working capital 
levels due to operational expansion 

• Exposure of the TRNC to developments in 
the Turkish economy along with rising levels 
of global economic volatility  

• Uncertainty created in the long-term by the 
opening of casinos in the Republic of Cyprus 
on visitor numbers to the TRNC  
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F i n a n c i a l  D a t a 1H2019** 2018* 2017* 2016* 2015*

Total Assets (000 USD) 1,126,554 1,188,378 1,167,207 874,238 974,273

Total Assets (000 TRY) 6,483,430 6,251,936 4,402,589 3,076,619 2,832,798

Equity (000 TRY) 3,931,158 3,995,147 2,884,104 2,110,097 2,039,391

Net Profit (000 TRY) -75,661 272,181 315,112 -6,656 97,379

Sales (000 TRY) 396,932 767,144 651,870 471,950 403,136

Net Profit Margin (%) -19.06 35.48 48.34 -1.41 24.16

ROAA (%) n.a. 7.13 11.04 0.87 4.97

ROAE (%) n.a. 11.04 16.53 1.23 7.52

Equity / Total Assets (%) 60.63 63.90 65.51 68.58 71.99

Net Working Capital / T. Assets (%) 0.46 2.93 4.62 15.38 12.99

Debt Ratio (%) 39.37 36.10 34.49 31.42 28.01

Asset Growth Rate (%) 3.70 42.01 43.10 8.61 30.16

*End of year, **:half-year results
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1. Rating Rationale 
 

The ratings for the consolidated structure of Net Holding 
A.Ş. are based mainly on (i) the year-end independent audit 
reports belonging to the FY2016-18 period along with the 
results in the 1H2019 prepared in line with the Turkish 
Accounting Standards in conformity with International 
Financial Reporting Standards, (ii) JCR Eurasia Rating’s 
own studies and records, (iii) information and 
documentation provided directly by the Company and (iv) 
non-financial figures and sectoral studies on the casino 
gaming and TRNC tourism industry obtained from local 
and international resources.  

Growth rates, revenue composition, profitability metrics 
including gross, operating and EBITDA margin, debt 
service coverage, the degree of financial leverage, financial 
debt composition and maturity, capitalization, equity 
structure, liquidity profile, operating efficiency and asset 
quality are the principle financial factors taken into 
consideration in the assignment of the Long Term 
International Foreign and Local Currency as well as the 
National Ratings of Net Holding A.Ş.. Non-financial 
factors such as market shares, degree of exposure to market 
and regulatory risks, risk management practices, dynamics 
in the TRNC and global tourism and gaming markets, 
compliance with the Corporate Governance Best Practices 
stemming from listed status, developments in Turkey’s 
sovereign ratings along with the strength and willingness of 
the major shareholders to provide financial/operational 
support were other non-financial factors that were 
considered to be equally significant in the assignment of 
ratings.  

The principle rating considerations are,  

Unrivalled Market Leading Position in the TRNC 
Gaming and Luxury Hotel Industry Supported by 
Unique Business Model  
With a bed capacity in excess of 4,000 corresponding to 
nearly 20% of the island’s bed capacity and gaming area 
comprising of 1,948 slot machines and 196 live game tables, 
the Company is by far the largest operator in the TRNC 
with high recognition under the Merit brand. The Group 
differs from stand-alone competitors due its unique 
business model as the only chain in the island which 
enables the provision of larger jackpots across both slot 
machines and live-games attracting high-profile customers 
whilst the economies of scale attained from chain status 
contributes to efficiency savings regarding opex. The 
completion of Merit Royal Garden Hotel in Kyrenia 
expected in the 1H2020 will help to meet additional 
demand arising from the Merit Royal Casino, the gaming 
area of which was expanded by 30% and is expected to 

further consolidate the Group’s leading position across the 
TRNC.  
 
Diverse Client Base Supporting the Sustainability of 
Revenue and EBITDA growth Despite Challenging 
Economic Conditions in Turkey  
The Company sustained its operational expansion in the 
completed financial year as demonstrated by the growth in 
revenues and EBITDA which amounted to 18% and 37% 
respectively. This was maintained in the 1H2019 with rises 
of 27% and 62% in revenues and EBITDA in comparison 
to 1H2018. The Group gradually diversified its client base 
to include a wide-range of nationalities including Russia, 
Arabic-speaking countries and Balkans with different 
gaming preferences in addition to its core portfolio of 
Turkish clients over the last few years. The spending of 
Turkish visitors on tourism and entertainment has come 
under pressure due to the recessionary pressures and 
stagnant disposable income levels that persisted in the 
economy since the 3Q2018. However, the reduced 
exposure to the domestic market supported by the hard 
currency dominated revenue structure with a rate of 80% is 
a factor that reduces the volatility of cash flow streams.  
 
Favorable Financial Leverage Levels Supported by 
Hard Currency Denominated Revenue Structure 
When excluding cash items, the Company’s net financial 
debt amounted to TRY 807mn as of FYE2018 whilst the 
net financial debt to EBITDA multiple amounted to 2.63, 
which indicates modest levels. In the 1H2019, the net 
financial debt stood at TRY 864mn (excluding rent 
obligations classified under financial loans) along with half-
year EBITDA of TRY 134.56mn indicating a rise of 62% 
in comparison to the 1H2018, whilst stronger results in the 
higher season is expected to contribute to the maintenance 
of net financial leverage/EBITDA ratio in the 2.0-2.5 range 
throughout FY2019. Although 88% of the Company’s 
financial debt was FX denominated as of the 1H2019, the 
hard currency denominated revenue composition with a 
rate of nearly 80% drawn from an established customer 
base is a factor that forms a natural hedge mechanism 
against detrimental effects on profitability stemming from 
TRY depreciation within the current context of high 
market volatility.  
 
Expansion Opportunity Offered by the Asian Market 
along with the Planned Entry into New Markets in the 
Balkans 
The Company began targeting the Asian market in FY2019 
having signed a promotion agreement with Suncity VIP 
Junket operator under a revenue sharing agreement which 
meets all costs of the customers with no collection risk in 
return for the cash and collateral deposits received. As 
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such, the Group will be able to target high margin VIP 
clients particularly from the Macau market. On the other 
hand, having operationalized Merit Grand Mosta Hotel in 
August, 2018, the Company has reached a portfolio of four 
casinos and one hotel in Eastern Europe through the 
implementation of a capex-light strategy offering 
alternative destinations for its client base at different times 
of the year and aims to add further destinations including 
Kiev and Odessa in Ukraine, Tirana in Albania and Skopje 
in Macedonia in line with the plans to achieve a well-
balanced revenue and EBITDA composition between 
TRNC and Balkans.  
 
Large Real Estate Portfolio with the Potential for 
Further Development Subject to Market 
Circumstances 
In addition to the fields of luxury hotels and casino gaming 
from which the Company derives the vast majority of its 
revenues and EBITDA, Net Holding maintains a sizable 
real estate portfolio in Turkey and the TRNC with a total 
area of 1.92mn m2 that was valued at USD 942mn along 
with the additional 10mn m2 of land in the Bodrum region 
to be developed under a 19% revenue sharing agreement 
with a 3rd party at no additional cost. The large real estate 
portfolio creates a wealth effect and can be a source of 
additional cash generation and debt reduction for the 
Group subject to improvement in market circumstances 
regarding real estate demand.  
 
Differentiation from Competitors Owing to Listed 
Status and Compliance with Corporate Governance 
Practices 
The Company enjoys a unique position in the wider 
Turkish tourism sector due to its listed status on the Borsa 
Istanbul (BIST) index with a free-float rate of 33% as of 
the report date. This is reflected in the Company’s 
strengthened corporate structure in relation to peers 
following the merger with Net Turizm and reduction in the 
number of Group companies along with transparency of 
financial and operational reporting, Board structure with 
the necessary sub-committees and independent members. 
The Company has embedded the Corporate Governance 
Compliance report within the year-end annual report and 
provided detailed explanations for fields in which there is a 
lack of compliance with the CMB principles on a clause-by-
clause basis which further increases the level of 
transparency.  
 
Reduction in the Gross Margin throughout FY2018 to 
be Addressed by Efficiency Measures and High 
Season Performance in the 2H2019 
Due to the slow-down in revenue growth which reached its 
lowest level with a rate of 18% over the last 5 years, the 

gross margin underwent a drop and amounted to 34% in 
FY2018. This was driven by the fall in revenues derived 
from the Balkan markets, particularly Croatia following the 
closure of Merit Casino Grand Lav in Split along with 
limited growth in the Montenegro market. The 
contribution of Croatia to consolidated EBITDA was 
negative in FY2018 whilst the growth in EBITDA from 
Montenegro operations remained limited. The 
implementation of cost-cutting measures in the Croatia 
market and the robust performance attained so far in the 
Bulgarian market despite the low season along with the 
expected compensation of losses in the Montenegro 
market throughout the high season is expected to offset the 
rise in the cost base. The pursuance of a capex-light strategy 
with an upper limit of USD 5mn is expected to limit overall 
losses should the planned initiative fail to deliver 
expectations.  
 
Notable Increase in Financing Expenses in TRY 
Terms Stemming from TRY Depreciation and Higher 
Borrowing Costs in FY2018 with an Improving Trend 
in the 1H2019 
The Company’s net financing expenses (when financing 
income is accounted for) amounted to TRY 253mn in 
FY2018 indicating a more than double rise in comparison 
to TRY 110mn attained in the previous year, which was 
driven primarily by the nearly TRY 100mn increase in net 
FX expenses along with the TRY 54mn rise in interest and 
commission expenses following notable TRY depreciation 
subsequent rise in borrowing costs in the 3Q2018. On the 
other hand, following the decrease in volatility in the 
current fiscal year, there was a reduction in net financing 
expenses by 15% in the 1H2019. It must be noted that most 
of the FX financial loans were long-term requiring no 
significant cash outflows whilst 80% of revenues is 
denominated in hard currency. The anticipated stronger 
income generation in the 3rd and 4th quarters should 
comfortably meet the financing expenses.  
 
Contribution of Non-Cash Valuation and Non-
recurring Provision/Tax Income to Profitability  
Having undertaken the re-valuation of its tangible assets, 
the Company registered gains of TRY 772mn under the 
fixed asset revaluation reserve which strengthened its 
equity to total assets ratio whilst the re-valuation of the 
investment property portfolio led to gains of TRY 427mn 
which was recorded under investment income in line with 
IFRS regulations. On the other hand, non-recurring 
income due to collection of impaired receivables from 
related parties along with the introduction of tax rebates 
across the TRNC relating to previous pre-paid taxes which 
collectively amounted to TRY 75mn has increased core 
operating profit figures. It must be noted that the non-cash 
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nature of the stated income streams doesn’t have an impact 
on the debt servicing capacity on a sustainable basis.  
 
Pressure on Net Working Capital Levels due to the 
Ongoing Investment Period 
The net working capital to total assets ratio underwent a 
gradual reduction over the examined period and amounted 
to 0.46% in the 1H2019. The operational expansion and 
investment period undertaken in the Balkans along with 
capacity increases and new investments in the TRNC over 
the last few years led to rising pressure on the net working 
capital levels. The Group has long-term committed 
facilities at favorable rates under the current market 
circumstances whilst the planned slow-down in capex from 
FY2020 onwards with the management policy focusing on 
increasing current capacity utilization is a factor that will 
help to relieve the pressure on net working capital levels 
and strengthen operating cash flows. 
 
Impact of Recessionary Pressures on the Number of 
Turkish Visitors to the TRNC along with the Impact 
of Global Economic Volatility  
Visitors from Turkey comprise nearly 70% of total visitors 
to TRNC facilities and the industry remains susceptible to 
fluctuations in the Turkish economy which has been 
subject to high inflation and depressed consumer spending 
since the 3Q2018. This was reflected by falling hotel 
occupancy rates in the period dating from March, 2018 to 
May, 2019. On the other hand, the ongoing uncertainty 
relating to the Brexit process in the UK, representing a 
significant source of tourists to the island, financial 
insolvency of leading global tour operators recently along 
with the impact of rising regional geo-political tensions and 
increased risks relating to a global economic slowdown and 
its impact on gaming industry are factors that could hinder 
growth in the island’s tourism and entertainment sector in 
the upcoming period. It must be noted that Merit hotels 
had higher rates of occupancy at 76% in 2018 which is 
higher than the TRNC average. 
 
Uncertainty Exerted in the Long-Term by the 
Opening of Casinos in the Republic of Cyprus  
In line with efforts to revive economic growth, Melco 
International, one of the leading global casino operators 
has been granted the right to build a casino in Limassol with 
an operation license of 30 years and exclusivity of 15 years 
along with the right to operate 4 satellite casinos across the 
rest of the island in Nicosia, Larnaca, Paphos and Ayia 
Napa. The casino is expected to be fully operational in 2021 
however, a smaller casino named Cyprus Casinos attracted 
nearly 1mn customers in its first year of operation, 
following commencement in June, 2018. It must be noted 
that despite the longer track record of casinos in the TRNC, 

particularly Merit, the international recognition of the 
Republic of Cyprus and the operator’s know-how in casino 
management, leading market share in Macau and listed 
status on the Hong Kong Stock Exchange carries the 
potential to increase competition for operators in the 
TRNC. 
 
Taking into account the above-mentioned factors, the 
Long Term International Foreign and Local Currency 
Ratings were affirmed as ‘BBB-’, the same as that of the 
sovereign ratings of the Republic of Turkey and the TRNC 
whilst the Long-Term National Ratings were affirmed as ‘A 
(Trk)’ by JCR Eurasia Rating which denotes a high-level 
investment grade.  
 

2. Outlook 
 

The outlook on the Long and Short-term National Ratings 
have been affirmed as ‘Positive’ considering the 
maintenance of revenue and EBITDA growth 
performance despite the volatility in the Turkish economy 
since the 3Q2018, capex-light Balkan expansion strategy 
with the gradual reduction in exposure to the TRNC, 
positive impact of the cost-cutting measures on 
profitability from Croatian operations, expected notable 
revenue growth from recently completed investments from 
FY2020 onwards, successful collection of impaired 
receivables from related parties, slow-down in capex from 
FY2020 onwards along with the anticipated growth in 
Asian visitors to the group’s facilities owing to the 
promotion agreements with junket operators that will 
further diversify the client base.  

The principle factors that could exert pressure on the long-
term outlook include the impact of casino openings in the 
Republic of Cyprus on the TRNC’s gaming sector, increase 
in regional geo-political tensions and subsequent pressure 
on the markets, impact of significant operational expansion 
on net working capital levels, reduction in gross margin 
throughout the FY2018 and the 1H2019 along with the 
impact of a global economic slowdown on spending 
patterns in the gaming sector.  

In line with the latest assessment of Japan Credit Rating 
Agency Ltd. on 27 November 2018, the outlook of the 
Company on the Long and Short Term International 
Foreign and Local Currency Ratings have been 
downgraded to ‘Negative’ from ‘Stable’.  

The principle factors that could lead to upgrades in the 
current set of ratings include maintenance of the upward 
trend in EBITDA growth, greater contribution to revenues 
and EBITDA from geographies outside of the TRNC, 
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improvement in net working capital levels following slow-
down in capex and recovery in Turkey’s macroeconomic 
indicators and improvement in market volatility with a 
positive impact on the TRNC.  

3. Sponsor Support and Stand-Alone 
Assessment 

 

The Sponsor Support ratings and the associated risk 
assessments reflect the financial and non-financial 
positions of the controlling shareholders of Net Holding 
A.Ş., principally Mr. Besim Tibuk and the Tibuk 
Family. Considering the commitment of the qualified 
shareholders to support the Company given its track 
record, respected reputation of the Merit brand-name in 
the nearby region, know-how in the field of integrated 
resort management, completed large-scale investments to 
date, regional expansion strategy, role in daily operational 
management along with its pivotal importance in the 
TRNC’s economy with respect to job creation and tax 
revenues and the presence of state incentives, the Sponsor 
Support grade of Net Holding has been affirmed as (2), 
indicating a strong level.  
 
The Stand-Alone grade, on the other hand, has been 
upgraded to (AB) taking into consideration its unrivalled 
market leading position in the TRNC gaming and luxury 
accommodation sector, low levels of financial leverage in 
relation to EBITDA and equity, high barriers to entry, y-o-
y growth trends in player numbers, hard currency 
dominated revenue structure, sustainable business model 
demonstrating higher rates of occupancy in comparison to 
the TRNC average, successful track record regarding the 
raising of debt from local and international capital markets, 
available committed bank-lines along with a high level of 
compliance with Corporate Governance Practices due to 
listed status.  
 

4. Company Profile 
a) History & Activities 

 
Established in 1974 and listed on the Borsa Istanbul (BIST) 
index in 1989, Net Holding maintains operations in the 
below mentioned sectors with a concentration on the 
TRNC hotel and gaming sectors along with regional 
operations in the Balkan countries over the last few years. 

• Tourism 
o Hotel management 
o Car rental and parking services 

• Chance Games Sector 
o Chance Games Services Management 
o Regional Lottery Management 

• Publication 

• Holding Activities and Others 
o Real Estate Development 
o Others 

 
The Group currently operates a total of 8 hotels in the 
TRNC along under the Merit brand with the Merit Royal 
Garden Hotel in Kyrenia with a bed capacity of 630 and 
274 rooms currently under construction. The Group is the 
only player that operates as a chain across the island and 
houses 20% of the island’s total bed capacity. In addition, 
the Group operationalized the Merit Grand Mosta Hotel in 
Svilengrad, Bulgaria in August, 2018, currently representing 
the Group’s only hotel outside of the TRNC.  

In the field of gaming, the Group is the largest operator in 
the TRNC market by a notable margin with a total of five 
casinos, 3 of which are located in Kyrenia along with 1 in 
Famagusta and 1 in Nicosia. It is the sole casino chain in 
the island with 1,948 slot machines and 196 live game tables 
in the Balkans.  

The Group has sustained a policy of regional expansion in 
the Balkans since FY2016 and currently operates 4 casinos, 
2 of which are located in Montenegro, primarily in the cities 
of Podgorica (Merit Montenegro Casino) and Budva (Merit 
Royal Splendid Casino), Merit Casinos Libertas in 
Dubrovnik, Croatia and Merit Grand Mosta Casino in 
Bulgaria. It must be noted that following the closure of 
Merit Casino Avala and transfer of machinery and 
equipment, the new section was opened in May, 2018 and 
provides services with double the capacity.  

In addition to the core fields of hotel and gaming, the 
Company maintains its interest in the field of “regional 
lottery management” through its collaboration with US- 
based Scientific Games and evaluates potential business 
opportunities in the nearby markets.  

The Company maintains a large real estate portfolio 
consisting of land and buildings in Turkey and the TRNC 
as of FYE2018 which was appraised at USD 942mn and 
can be ready for further development/sale subject to 
market conditions. Additionally, the Company owns 10mn 
m2 of land in the Bodrum region which was transferred to 
the Agaoglu Group that can be developed through a 19% 
revenue sharing agreement with a 3rd party at no additional 
cost. The Group undertakes re-valuation of the real-estate 
portfolio by a CMB licensed Company in order to reflect 
the most up-to-date numbers in its balance sheet figures. In 
the field of real-estate development, the Group is currently 
undertaking the construction of Merit Trio Towers, a 
mixed concept project containing offices, residences and 
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mini-shopping mall in central Kyrenia aimed to be 
delivered in 2 years.  

Despite their limited contribution to overall revenues, the 
operations in the fields of luxury car rental services under 
the name of Inter Limousine and publishing under the 
name of Net Turistik Yayınlar largely consists of touristic 
books and children’s publications are maintained.  

b) Organization & Employees 
 

There was no change in the organizational structure of the 
Company since the last reporting date. The CFO and the 
General Coordinator sit on the Company Board and the 
Senior Vice-Presidents in charge of Real Estate 
Development, Budgetary Planning, Procurement & 
Internal Control and Legal Affairs report to the General 
Coordinator. The directors of Business Development, the 
Investor Relations department and Finance and IT report 
to the CFO.  

The number of personnel employed across Group 
operations (including consolidated subsidiaries) amounted 
to 4,230 (FYE2018: 4,212) as of the 1H2019. The general 
human resources policy is outlined in the Company’s 
annual report with notable emphasis on training and 
continuous professional development.  

c) Shareholders, Subsidiaries & Affiliates 
 
The shareholder structure remained largely unchanged in 
comparison to the previous year as with the majority of 
shares (66.94%) was listed on the Borsa Istanbul (BIST) 
index as of end June, 2019. Due to the maintenance of the 
policy of share buy-backs, as of the report date treasury 
shares comprised 35.00% of the total whilst Mr. Besim 
TIBUK was the leading qualified individual shareholder 
with a rate of 32.36% with 32.65% of shares listed.  
 

 
 

As of June, 2019, the number of consolidated subsidiaries 
remained unchanged with 20, which has been listed in the 
table below.  

 

d) Corporate Governance 
 

As one of the few listed companies in its respective sector, 
the Company is under an obligation to fully comply with 
the Corporate Governance Practices of the CMB.  
 
The website is highly transparent and provides information 
about the history, vision and mission, broad overview of 
the operating fields, list of suppliers whilst under the 
separate heading of investor relations, detailed financial and 
operational information is provided including annual 
report and audit reports, articles of association, shareholder 
structure, AGM, overview of corporate policies, rating 
reports, Corporate Governance compliance reports and 
up-to-date corporate presentation. The corporate 
governance compliance report has been embedded in the 
annual report addressing the level of compliance on a 
clause-by-clause basis which further increases the level of 
transparency. It must be noted that in order to further 
improve the transparency level, the Company needs to 
include an organization chart, biographies of senior 
executives and board members whilst the analyst reports 
need to be up-dated. 
 
The Company Board, which is elected for a three-year term, 
comprises of 13 members, 4 of whom are independent and 
non-executive and drawn from different backgrounds, 
bringing a wealth of experience. The committees of audit, 
early risk detection and corporate governance are led by 
independent members. The corporate governance 
committee is responsible for executing the duties of 
nomination and compensation which are not present as 
separate entities. The committees convene at regular 
intervals throughout the year and membership is 

June,2019 2018 2017 2016

Public & Other                         66.94 66.94 70.86 83.33

Net Holding A.Ş.                                 33.06 33.06 28.02 -

Asyanet Turizm Sanayi ve Ticaret A.Ş. - - 1.12 7.40

Net Turizm Ticaret ve Sanayi A.Ş. - - - 8.36

Sunset Turistik İşletmeleri A.Ş. - - - 0.91

TOTAL 100.00 100.00 100.00 100.00

Paid Capital (TRY/000) 563,876 563,876 563,876 365,750

Net Holding A.Ş. and Subsidiaries                                 

Shareholder Structure

Share (%)

Subsidiary Elite Development and Management Limited TRNC Tourism 96.63 98.62

Subsidiary Ekspres Yatırım Menkul Değerler A.Ş. Turkey Finance 100.00 100.00

Subsidiary Göksel Denizcilik ve Ticaret A.Ş. Turkey Tourism 46.75 99.91

Subsidiary İnter Turizm ve Seyahat A.Ş. Turkey Tourism 100.00 100.00

Subsidiary Loytaş Laleli Otelcilik Yatırım ve Turizm Ticaret A.Ş. Turkey Tourism 99.54 100.00

Subsidiary Merit Turizm Yatırım ve İşletme A.Ş. Turkey Tourism 58.93 58.93

Subsidiary Net Turistik Yayınlar Sanayi ve Ticaret A.Ş. Turkey Publishing 99.84 99.84

Subsidiary Net Turistik Hizmetler Limited TRNC Tourism 50.00 99.58

Subsidiary Azer Net Turizm Azerbaijan Construction 99.30 99.30

Subsidiary Mehrab Mehdud Mesuliyetli Cemiyeti Azerbaijan Construction 100.00 100.00

Subsidiary Operis Gümrüksüz Mağaza İşletmeciliği Ltd. Şti. TRNC Duty Free 0.00 48.13

Subsidiary Voyager Kıbrıs Limited TRNC Tourism 98.03 99.15

Subsidiary Merit D.O.O. Croatia Tourism 100.00 100.00

Subsidiary Merit Montenegro D.O.O. Podgorica Montenegro Tourism 100.00 100.00

Subsidiary Net Montenegro D.O.O. Podgorica Montenegro Tourism 100.00 100.00

Subsidiary Kıbrıs Diyalog Gazetecilik Limited TRNC Journalism 0 86.76

Subsidiary Merit Travel Turizm ve Seyahat A.Ş. Turkey Tourism 100.00 100.00

Subsidiary Merit International Turistik İşletmeler ve Hizmetler A.Ş. Turkey Tourism 100.00 100.00

Subsidiary Merit Bulgaria EOOD Bulgaria Tourism 100.00 100.00

Subsidiary Merit Global Game OOD Bulgaria Tourism 0.00 51.00

Consolidated Companies (June 2019) Country Activities
Share % 

(Direct)

Share % 

(Indirect)
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dominated by non-executive members. The report relating 
to related party transactions was disclosed on the Public 
Disclosure Platform. On the other hand, Group A shares 
carry privileges regarding the election of Board members 
which reduces the compliance with Corporate Governance 
Practices.  
 
Given its established track record and unique business 
model combining casino and hotel management, JCR 
Eurasia Rating believes that senior management is adequate 
in terms of education, experience and managerial skills.  
 

e) The Company & Its Group Strategies 
 
Following the opening of Merit Royal Garden, scheduled 
for the 1H2020, which is expected to meet the current 
capacity constraints related to the Merit Royal Casino, the 
Company will consolidate its leading position in the TRNC 
hotel and gaming market.  

On the other hand, in line with the regional expansion 
strategy, the Company plans to enter the Albanian, 
Macedonian and Ukrainian markets through its capex-light 
model in the near future, which will diversify the revenue 
and EBITDA base away from the TRNC.  

In addition, the Company signed a promotion agreement 
with Suncity VIP Junket operator in Macau along with the 
JingCity Junket operator, aiming to attract a greater share 
of the growing Asian market into its casinos through higher 
prices rather than focusing on capacity increases and hence 
compensate for the current economic downturn in the 
Turkish market.  

5. Sector Overview & Operational 
Environment  

 
As of the report date, the Company derived the majority of 
its revenue and EBITDA from the TRNC hotel and 
gaming sectors along with gaming operations in the Balkan 
states of Montenegro, Croatia and Bulgaria to a smaller 
extent. As such, a brief overview of dynamics in the TRNC 
tourism sector was provided along with the recent 
developments in the global gaming industry.  
 
Tourism Sector in the TRNC 
 
According to figures released by the TRNC State Planning 
Organization, the GDP amounted to TRY 14.55bn as of 
FYE2017 with consumption (both state and private) 
accounting for 73.1% whilst the per capita GDP amounted 
to USD 14,188, indicating a rise of 2.05% in comparison to 
the previous year.  On the other hand, the medium-term 

program covering the FY2019-21 period published in 
March, 2019 projects growth rates of 2.5% for FY2018, 
followed by 1.9% in FY2019 and 3.6% and 4.4% for 
FY2020 and FY2021 respectively, indicating a recovery in 
growth from FY2020 onwards.  
 
The TRNC economy remains dominated by the services 
industry, whilst the share of the trade & tourism sector 
amounted to 20.1%, having recorded a growth rate of 9.0% 
in FY2017 and is expected to maintain its growth pattern 
over the next few years and projected to increase its share 
to 23.2% by FYE2021.  
 
According to the TRNC State Planning Organization, net 
tourism revenue was estimated as USD 960.3mn in 
FY2018, indicating a rise of 11.03% in comparison to the 
previous year, lower than the rate of 16.94% attained in 
FY2017. On the other hand, the ratio of net tourism 
income to the trade balance underwent a decrease to 48.8% 
in FY2018 from 51.7% in FY2017. It must be noted the 
average growth rate in TRNC tourism revenues on a USD 
basis was 14.58% over the FY2009-18 period.  
 
The total number of visitors staying in TRNC 
accommodation amounted to 1.14mn in FY2018, 
indicating an increase of 2.53% in comparison to the 
previous year, following the robust growth attained in 
FY2017. The total number of bednights, on the other hand, 
amounted to 4.29mn in the same period, which recorded a 
relatively low growth rate of 1.61%. The average length of 
stay remained unchanged at 3.8 nights, while the sub-dued 
growth mainly stemmed from the reduction in the number 
of foreign visitors with a rate of 8.91% in comparison to 
FY2017. The average length of stay continued to remain 
higher for foreign visitors with 5.8 nights, compared to 
visitors from Turkey (3.0) and the TRNC (2.2) Visitors 
from Turkey and TRNC comprised 72% of hotel in-stays 
in FY2018, an increase from the level of 69% attained in 
the previous year. With the exception of Turkey, there was 
no single country that dominated the source of tourists 
with Germany and UK leading the way with shares of 5.0% 
and 4.3% respectively.  
 
The total number of touristic accommodation 
establishments across the island amounted to 147 in 
FY2018, indicating a rise from the level of 138 attained in 
FY2017. On the other hand, the aggregate bed capacity 
amounted to 25,241 in FY2018, indicating an increase of 
nearly 16% in comparison to FY2017. 5-star bed capacity 
exhibited the highest growth and stood at 15,654 
representing nearly 61% of the island’s total bed capacity. 
Geographically, Girne contained the highest share of beds 
with a rate of 64%, followed by Iskele and Gazimagusa with 
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rates of 26% and 7% respectively. The number of casinos 
across the island was 34, indicating a rise from 30 in 
FY2017. On the other hand, the total number of personnel 
employed across touristic facilities and casinos were 10,183 
and 8,402 respectively, indicating increases of 10% and 
22% respectively.  
 
Following the notable rise in average occupancy 
throughout FY2017, there was a reduction throughout 
FY2018 from 58.5% to 51.3%. The highest rates of 
occupancy were recorded in the three-month period of 
July-September with an average of 65.1%, which was lower 
than the average of 74.9% in the previous year. While the 
occupancy rate declined across all months y-o-y with the 
exception of January, geographically it underwent a notable 
drop in Girne to 52.7% (59.1% in FY2017) along with 
İskele (42.4% in FY2018 from 54% in FY2017) whilst 
remaining relatively unchanged in Gazimagusa with 74.6% 
(FY2017: 75.1%) Additionally, it must be noted that the 
reduction in occupancy was highest in 5-star facilities to 
53.6% in FY2018 from 63.2% whilst that for 4-star facilities 
was less steep from 68.1% to 62.7%. 78% of visitors from 
Turkey prefer to stay in 5-star facilities whilst for foreign 
visitors, the same rate is 48%.  
 
In general, hotels with casinos exhibited higher rates of 
occupancy (54.0%) compared to those that are not (44.5%), 
whilst the drop-in occupancy across hotels with casinos 
were higher compared to those without in comparison to 
FY2017.  
 
In the first 8 months (January-August) of the current 
financial year, the occupancy rate across all establishments 
continued its decline to 48.9% from 52.5% in the same 
period in FY2018, with a notable drop in the period from 
January to May, with recovery from June onwards.  
 
In order to reach the goals set out in the Medium Term 
Program for FY2019-2021, the government will focus on 
developing policies in the tourism sector that will increase 
service quality through different marketing channels aimed 
at high-income segments. In addition, higher levels of 
diversification into fields such as cittaslow, eco, health and 
congress tourism is planned to ensure activity throughout 
the entire year. New incentives will be provided to promote 
charter flights from new destinations to increase visitors to 
the island.  
 
Resources: KKTC State Planning Organization, KKTC Ministry of 
Tourism, Environment and Culture 
 
 
 

Global Casino Gaming Sector  
 
The global casino market is expected to continue its 
expansion in the period till 2023, with revenues rising to in 
excess of USD 500bn with a CAGR of 4%. The rising 
global per capita income and dual income households, 
increasing interest, rising popularity and number of live 
casinos along with the adoption of crypto-currencies and 
blockchain platforms for gambling are expected to drive 
market growth.   
 
The US market remained robust with gross gaming 
revenues (GGR) reaching USD 42.7bn, indicating a rise of 
4% and the highest ever total for the country’s gambling 
industry, fueled by the opening of new casinos in Atlantic 
City, Massachusetts and New York. On the other hand, 
despite the slow-down in China’s GDP growth over the last 
few years, GGR in Macau recorded an increase of 14% 
throughout FY2018 and reached USD 37.6bn, indicating 
the best results over the last 4 years, driven by a strong mass 
market amidst the saturation in the VIP segment. Growth 
for FY2019 is estimated to remain in the mid-single digits 
or largely in line with GDP growth. The expansion in the 
Chinese middle class offers significant expansion 
opportunities as it remains underpenetrated.  
 
The outlook for the gambling sector in Europe remains 
negative due to the imposition of higher taxes on gaming 
operators stemming from squeezed government budgets, 
rising regulatory burden to protect players along with 
deterioration in economic circumstances across key 
markets including UK, Germany and Italy. Tax increases in 
Italy, representing the continent’s largest gambling market 
is expected to harm profitability whilst sharp cut in gaming 
betting limits and rise in remote gaming duty in the UK 
market will restrict growth in the second-largest market. 
The online segment continues to be a strong source of 
growth across Europe and operators which have strong 
brand and product propositions will continue achieving 
double-digit revenue increases in this segment throughout 
FY2019.  
 
Crown Resorts is currently building a USD 1bn resort in 
Sydney, Australia while Caesars Entertainment and 
Mohegan Gaming & Entertainment are developing gaming 
oriented integrated resorts in South Korea which are 
expected to rely heavily on Chinese visitors. Due to the 
oversaturation of the premium market, gaming operators 
such as Las Vegas Sands that target the mass segment are 
better positioned.  
 
The wave of consolidation is expected to continue 
throughout the industry as demonstrated by several large-
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scale mergers, particularly driven by the opening of the US 
market to sports betting. On the other hand, a possible 
sharp down-turn in the economy carries the potential to 
negatively affect destination markets such as Las Vegas to 
a greater extent as gaming customers would choose to 
spend locally or regionally whilst Las Vegas remains highly 
dependent on business travel which drops sharply in a 
recession.  
 
Following a significant period of discussion, Melco 
International has been granted the license to build an 
integrated resort named City of Dreams Mediterranean in 
the city of Limassol, in the Republic of Cyprus which will 
have a gaming area of 7,500m2 with approximately 140 
tables and 1,200 gaming machines along with a 1,200 m2 of 
retail area. The casino is expected to become fully 
operational in 2021 and is expected to generate 2,400 
permanent jobs when opened fully with an operation 
license of 30 years and exclusivity of 15 years. The impact 
of the casino on gaming visitors to the TRNC yet remains 
to be seen given the international recognition of the 
Republic of Cyprus.  
 
Resources: Asia Gaming Brief, Forbes, Global Betting and 
Gambling Consultant, Reportlinker 
 

6. Financial Foundation 
 

a) Financial Indicators & Performance 
i. Indices relating to size 

 
Following the notable growth of 38.12% in FY2017, sales 
growth slowed down and reached 17.68% in FY2018 and 
attained a value of TRY 767.14mn at FYE2018. On a 
segmental basis, casino & gaming revenues comprised 
49.12% of total sales (FY2017: 48.07%), closely followed 
by hotel & accommodation revenues with a share of 
47.12% (FY2017: 48.07%). The remaining 4% comprised 
of touristic publication revenues (1.01%), car hire and 
parking revenues (0.77%) along with other sales (1.98%). 
On the other hand, the largest rise was recorded in casino 
& gaming revenues with a rate of 18.90% which was higher 
than the rise in touristic publication revenues, followed by 
the 15.70% increase in hotel and accommodation revenues. 
The collective share of revenues derived from the two 
sectors stood at 96.24% in FY2018, which was largely 
unchanged from the figure of 96.83% in FY2017. The 
break-down of sales revenues is provided in the table 
below.  
 

 
 
Sales revenues amounted to TRY 396.93mn in the 1H2019, 
indicating a rise of 27.45% in comparison to the 1H2018. 
Hotel and accommodation revenues comprised 51.62% of 
total revenues (1H2018:53.38%) and underwent a rise of 
24.17%, followed by casino and gaming revenues which 
comprised 44.35% of revenues (1H2018: 42.81%) whilst 
the remaining consisted of touristic publication, car hire & 
parking and other sales revenues with a collective share of 
4.03% (1H2018: 3.82%)  
 
The asset growth rate amounted to 42.01% throughout 
FY2018 whilst the principle contribution to growth was 
made by non-current assets which expanded by 47.11%, 
followed by current assets that grew by 11.69%. The largest 
rise (45.87%) was recorded in tangible assets and 
investment property (56.01%) due to re-valuation effects, 
followed by the rise (39.07%) in investments valued by the 
equity method. On the other hand, trade receivables 
expanded by 24.32% whilst financial investments almost 
tripled in comparison to FYE2018. The cumulative 6-yearly 
asset growth rate amounted to 315.06% as of FYE2018, 
indicating an average of 52.51% in the examined period.  
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As of the 1H2019, the asset size remained largely 
unchanged in comparison to FYE2018 with a growth rate 
of 3.70% which was largely driven by the increase in tenure 
rights.  
 

ii. Indices relating to profitability  
 
Having hovered in the range of 61-62% over the FY2015-
17 period, the cost of sales underwent a rise in FY2018 and 
amounted to 65.86% in FY2018. The increase (26.36%) in 
cost of sales outperformed the rise (17.68%) in net sales 
revenues which led to a reduction in the gross margin 
throughout FY2018. On the other hand, the rises (15.70%) 
in hotel and accommodation revenues and casino & 
gaming revenues (18.90%) remained limited throughout 
FY2018 in comparison to the rise in their respective costs 
with rates of 26.51% and 27.83%. As of FYE2018, it was 
observed that casino and gaming costs accounted for 
44.64%, followed by hotel and accommodation costs with 
37.74% and depreciation costs with 15.91%.  

   

On the other hand, in the 1H2019, the cost of sales to total 
sales ratio amounted to 72.13%, which was higher than the 
level of 70.21% attained in the 1H2018, as the rise (27.45%) 
in net sales remained below the increase (30.93%) in cost 
of sales. As of the 1H2019, the largest contributors to the 
cost of sales were casino and gaming costs with a rate of 
46.22% (1H2018: 44.37%), followed by hotel and 
accommodation costs with 27.87% (1H2018: 34.97%) 
which indicated a notable drop along with depreciation 
costs with a share of 24.40% (1H2018: 18.96%) 

The share of S&GA expenses to total sales maintained its 
stable trend throughout FY2018 and the 1H2019 and 
hovered in the 20-21% range over the examined period. It 
must be noted that there was a notable decline in the share 
of S&GA expenses in relation to sales revenues in 
comparison to the 1H2018 (23.65%) as the increases in 
general administrative (13.71%) and marketing (8.52%) 
expenses remained limited in comparison to the rise in sales 
revenues (27.45%)  

 

Despite the notable rise (47.78%) in core operating profit 
throughout FY2018, the Company’s net profit margin 
attained a rate of 35.48% in FY2018, a reduction from the 
level of 48.34% in FY2017 stemming from the increase in 
financing expenses throughout FY2018 largely driven by 
FX costs along with commission and interest expenses on 
loans. It must be noted that income from non-recurring 
provision that are no longer required amounted to TRY 
75mn also ameliorated the profitability figures despite the 
reduction in gross margin throughout FY2018.  

 

The Company made net losses of TRY 75.66mn in the 
1H2019, a reduction of 39.03% from the previous year’s 
figure, which was largely driven by the improvement in the 
core operating margin and reduction in SG&A expenses in 
whilst net financing expenses underwent a fall of 15.34%, 
largely driven by the contribution of FX income along with 
interest income on repurchase agreements and bonds. It 
must be noted that the revenue growth performance in the 
1H2019 with a rate of 27.45% was higher than the rate 
throughout FY2018, which attained 17.68%. The stronger 
performance in the 3rd and 4th quarters due to seasonality is 
expected to strengthen profitability throughout FY2019.  

Following the peak at FYE2017, the ROAE and ROAA 
declined to 11.04% and 7.13% respectively as of FYE2018. 
The reduction in pre-tax profit amounted to 8.04% whilst 
the asset and equity growth rates were much higher with 
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rates of 42.01% and 38.52% respectively in the same 
period. It must be noted that the valuation gains from 
investment property which amounted to TRY 427.08mn 
along with provisions that are no longer required with a 
value of TRY 75.33mn are items that notably increased the 
profit figures.  
 

 
 
As of the 1H2019, the pre-tax loss amounted to TRY 
73.29mn indicating a reduction of 43.66% in comparison 
to the 1H2018, largely driven by the 19.23% increase in 
gross profit along with the 94.50% rise in core operating 
profit.  
 

b) Asset quality  
 
The asset distribution remained largely unchanged over the 
examined period with the share of tangible assets and 
investment property standing at 81.25% as of the 1H2019 
and increased to 84.01% at FYE2018 following the surplus 
due to re-valuation gains compared to FYE2017 levels. On 
the other hand, in line with the expansion in asset size, the 
increase in liquid assets remained modest over the 
examined period and recorded a decline in relation to 
overall asset size with a value of 3.66% in the 1H2019, 
driven by the reduction in cash balance and time deposits. 
The share of trade and other receivables remained 
unchanged with a share of 3.33%. The high share of 
tangible assets and investment property comprising of a 
valuable portfolio in the TRNC, Turkey and Azerbaijan is 
a factor that creates a wealth effect and potential for cash 
generation subject to improvement in market 
circumstances.  

 

The increase in non-performing trade receivables was in 
line with the growth in total receivables whilst the 
successful collection of non-performing receivables from 
related parties namely including Cagrı Turizm and Sinerji 
Turizm which collectively amounted to TRY 30.12mn in 
FY2018 along with that from Voyager Kıbrıs Ltd which 
amounted to TRY 17.60mn in the 1H2019 contributed to 
asset quality.  

The policy of full provisioning in place for impaired 
receivables is a factor that strengthens asset quality. There 
was no rise in impaired trade receivables throughout the 
1H2019 despite the 24.31% rise in trade receivables whilst 
the Group sees no significant collection risk from these 
customers as it works with them on a regular basis.  

 

The off-balance sheet commitments consist of letters of 
guarantee, notes and property given as collateral primarily 
to financial institutions by the Group in exchange for the 
utilized loans. The notable increase in off balance sheet 
liabilities which amounted to 78.08% throughout the 
1H2019 (in comparison to FYE2018) primarily stemmed 
from the rise in property given as collateral which includes 
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lands, buildings that are placed under tangible assets and 
investment property.  

 

c) Funding & Adequacy of Capital 
 
Despite dominating the funding composition, the share of 
equity maintained its decline in Company operations with a 
rate of 60.63% in the 1H2019 as equity growth rate 
remained below the asset growth rate over the examined 
period. It must be noted that the increase in equity 
throughout FY2018 largely stemmed from non-cash 
sources including the valuation gains of tangible assets and 
investment property. On the other hand, the share of long-
term liabilities maintained their upward trend over the 
examined period and attained a rate of 30.43% largely 
driven by the consistent increase in FC denominated long-
term financial loans throughout FY2018 and the 1H2019 
along with the rises in tenure rights classified under long-
term financial debt and deferred tax liabilities related to 
valuation of tangible assets & investment property.  
Despite the rises of 15.84% and 13.82% in short-term 
financial loans throughout FY2018 and the 1H2019 
respectively, the share of short-term liabilities remained 
modest with a rate of 8.93% as of the 1H2019.  

 

The resource distribution remained largely unchanged as 
displayed in the table below, with the share of financial 
liabilities (including tenure rights) standing at 54.00% 

(48.54% when they are excluded), with the remainder 
consisting of trade payables whilst other liabilities are 
primarily comprised of deferred tax liabilities relating to 
revaluation of tangible assets/investment property, current 
period tax liabilities along with provisions that are 
immaterial in size. New CMB regulations require rent costs 
to be recorded as debt which was classified under financial 
liabilities by the auditor in line with the changes in IFRS 16 
leasing standards, however doesn’t represent bank debt.  

 

As of the 1H2019, total financial debt (when excluding rent 
costs) amounted to TRY 1.10bn, roughly unchanged in 
comparison to FYE2018. The share of short-term financial 
debt stood at 33.57% in the 1H2019, indicating a minor 
increase in comparison to the 30.07% level attained at 
FYE2018. The share of foreign currency denominated debt 
stood at 90.64% in the 1H2019, indicating a drop in 
comparison to the level of 84.92% at FYE2018. The 
redemption of the bond issue with a value of TRY 100mn 
in December, 2018 is a factor that contributed to the rise 
in short-term debt since FYE2016.  

The net financial debt (excluding cash items) amounted to 
TRY 807.27mn at FYE2018, indicating an increase of 
64.21% in comparison to the level attained at FYE2017. 
On the other hand, the consolidated EBITDA amounted 
to TRY 307.13mn in FY2018, with an increase of 37.12% 
in comparison to FY2017. As such, the net financial debt 
to EBITDA multiple increased to 2.63 at FYE2018 from 
2.19 at FYE2017, indicating favorable levels. The increase 
in the financial leverage levels was related to new casino 
openings along with the ongoing construction of Merit 
Royal Garden Hotel along with the negative contribution 
of Croatian operations to EBITDA and lower than 
expected growth in Montenegro.  
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As of the 1H2019, net financial debt amounted to TRY 
863.76mn, indicating an increase of 7% in comparison to 
FYE2018 whilst the half-yearly EBITDA amounted to 
TRY 134.56mn, indicating an increase of 61.55% in 
comparison to the same period in the previous year. If the 
gross margin and EBITDA growth is maintained in the 
remainder of the year which generally exhibits a stronger 
performance in the tourism and gaming sectors, net 
financial debt to EBITDA is expected to hover in the 2-
2.50 range, indicating moderate levels.  

7. Risk Profile and Management 
a) Risk Management Organization & its 

Function – General Information 
 
Financial, market and operational risks are the principle 
types of risk the Company is exposed to stemming from its 
activities in the tourism and gaming sectors. All of the 
mentioned methods are conveyed to Group companies 
within the context of a plan, with the reports collated in the 
Company headquarters in regular intervals. The internal 
control activities are conducted the by legal, accounting and 
finance departments. Within this context, company 
activities are audited to ensure whether they comply with 
relevant regulations and meet their obligations in a timely 
manner. The Board committees of Audit and Early 
Identification of Risk hold ultimate responsibility for risk 
management activities.  
 

b) Credit Risk 
 
The Group manages credit risk by monitoring the 
utilization of credit lines by customers whilst the credit 
quality of customers is continuously evaluated taking into 
consideration their financial position, past experience and 
other factors. Provisions are set when there is no collection 
capability relating to receivables along with reduction in the 
value of financial assets when comparing the fair value of 
assets with their book value.  
 

As stated in the audit report, trade receivables, related party 
receivables, bank deposits are the principle items exposed 
to credit risk in the Company’s balance sheet. The total 
monetary value of items carrying credit risk amounted to 
TRY 416.25mn as of the 1H2019, indicating a reduction of 
13% in comparison to the FYE2018 level. Items exposed 
to credit risk comprised 6.42% and 10.59% of assets and 
equity respectively as of the 1H2019. (FYE2018: 7.65% and 
11.98% respectively) The expansion in asset size driven by 
re-valuation of tangible assets and investment property is a 
factor that led to a gradual decline in the ratio.  
 

c) Market Risk 
 
Foreign currency risk primarily arises from financial 
liabilities (particularly those that are long-term), trade 
payables along with other monetary financial assets. The 
short total foreign currency position maintained its upward 
trend over the examined period and amounted to -18.56% 
and -11.25% in relation to total equity and assets 
respectively as of the 1H2019. The figures relating to 
foreign currency risk would be higher if the asset size was 
not supported by re-valuation of tangible assets and 
investment property. It must be noted that the diverse 
international clientele of the Group drawn from different 
geographies giving rise to hard currency dominated revenue 
structure with a share of nearly 80% is a factor that 
compensates for the short foreign currency position on 
TRY based financial results.  
 

 
 
Sensitivity analysis carried out in the audit report revealed 
that when all other factors are kept constant, a depreciation 
10% in TRY against foreign currencies, can reduce the net 
profit/equity figure by TRY 72.95mn as of the 1H2019, 
which is higher than the figure of TRY 60.67mn at 
FYE2018.  
 
The Group’s interest rate risk largely stems from bank 
loans and can be affected by market fluctuations leading to 
changes in the value of financial instruments. The Group’s 
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financial assets largely have fixed interest rates whilst part 
of its financial liabilities carry variable interest rates. In line 
with the growth in financial debt, the share of financial 
liabilities that carries variable interest rates stood at 80.90% 
in the 1H2019, which was slightly higher than the level of 
51.11% attained at FYE2018. As of the 1H2019, if the 
interest rates at the time of roll-over for variable interest 
rate debt was higher by 100 basis points, the pre-tax profit 
would be reduced by TRY 8.91mn. On the other hand, the 
reduction in interest rates in the current economic context 
in line with falling inflation levels is expected to reflect 
positively on financing expenses in the upcoming period.  
 

d) Liquidity Risk 
 
Prudent liquidity risk management aims to provide 
sufficient cash and financial securities, enable funding 
through sufficient credit facilities along with an ability to 
close short position. The funding of current and future 
debt requirements is met through meetings held with 
creditors.  
 
The share of liquid assets and marketable securities (largely 
consisting of short-term financial investments) in relation 
to total liabilities maintained its downward trend 
throughout the examined period, having attained a value of 
10.60% as of the 1H2019. The increase in liabilities 
outperformed the rise in liquid assets by a notable margin 
(48.62%) and as such led to a fall in the mentioned ratio. 
The reduction in liquid items throughout the 1H2019 
driven by cash items and bank deposits led to the decrease 
in the mentioned ratio which amounted to 10.60%.  
 

 
 
The cash and equivalent items amounted to TRY 237.37mn 
in the 1H2019, which was not able to meet short-term 
financial debt of TRY 376.11mn, however the Company 
has access to committed credit facilities. 
 
The net working capital to total assets ratio of the Company 
maintained a downward trend since FYE2017 and attained 

a rate of 0.46% in the 1H2019, as the rise (22.02%) in short-
term liabilities outperformed the increase (11.69%) in 
current assets in FY2018. This trend continued throughout 
the 1H2019 stemming from the growth (10.15%) in 
comparison to the fall of 14.06% in current assets driven 
by the 18.59% reduction in cash items. The growth in 
short-term liabilities was driven primarily by the 15.84% 
and 13.82% growth in short-term financial debt in FY2018 
and the 1H2019 respectively, whilst the growth in trade 
payables amounted to 23.74% throughout FY2018. 
 

 
 

e) Operational, Legal, Regulatory & Other 
Risks 

 
The Company is exposed to operational risks from its 
activities in the hotel and gaming sectors, including factors 
such as changes in tax regulations that could affect demand 
for hotel stays, political risks, brand and reputational risk 
along with lease agreements.   
 
It must be noted that hotel licenses in the TRNC market 
are renewed on a yearly basis and the risk of revoking a 
gaming license remains low due to the significant share of 
the sector in the island’s economy and its contribution to 
employment generation.  
 
The Company is under an obligation to comply with the 
necessary regulations concerning casinos in its respective 
operating markets, including anti-money laundering (AML) 
and counter-terrorist financing legislation to be adopted 
across all Merit casinos including the Croatian market. 
There is an up-to-date risk assessment procedure titled 
Reuters World Check One system that assesses the risk of 
money laundering and terrorist financing, placement of 
effective due diligence processes to assess prospective 
customers, insertion of necessary controls in place to detect 
unusual customer transaction and behavior, necessary 
procedures for reporting and record keeping along with 
training and certification for personnel.  
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The Company reported no significant legal cases that were 
brought against it, shareholders or executives, however 
legal provisions of TRY 611k were set in the audit report 
as of the 1H2019, which remains immaterial in comparison 
to the size of operations.  
 
As stated in the audit report for the 1H2019, the total value 
of the insurance policy on the Company assets amounted 
to TRY 2.04bn, TRY 1.75bn of which was placed on 
tangible assets with TRY 8.53mn and TRY 33.57mn on 
intangible assets and inventory respectively along with TRY 
247.54mn of which was placed on cash and other 
equivalents.  
 

8. Budget & Debt Issue 
 
Having met the principal payment of the TRY bond 
issuance with a value of 100mn in December, 2018, the 
Company currently has one outstanding Eurobond 
issuance with a value of EUR 13mn, undertaken in October 
2017 in two tranches, due on 11 October and 20 October 
2019 that were redeemed successfully as of the report date. 
 
The Company obtained approval from the CMB regarding 
a domestic bond issuance with an upper limit of TRY 
300mn along with a euro-bond issuance with an upper limit 
of USD 300mn. However, no new issuances were realized 
since the date of the last review. On the other hand, the 
Company plans to undertake a new TRY bond issuance 
with a value of TRY 150mn in FY2020 with a maturity of 
2 years and coupon payments on a monthly basis with 
variable interest rates on a quarterly basis.  
 
The balance sheet projections for the FY2019-2020 period 
are provided in the table below. The major assumptions 
made in the preparation of the budgeted statements are as 
follows; 
 

✓ USD/TRY parity of 6.00 and 6.50 for FYE2019 and 
FYE2020 respectively,  

✓ EUR/TRY parity of 6.60 and 7.15 for FYE2019 and 
FYE2020 respectively,  

✓ Proceeds of TRY 400mn from the sale of shares in 
F72020,  

✓ Advances of TRY 240mn and TRY 325mn for 
FY2019 and FY2020 respectively relating to the 
projects in Azerbaijan and residential development in 
Kyrenia, TRNC recorded under long-term deferred 
income,  

✓ Revenues of TRY 4.23bn within the context of 
Bodrum-Milas project within FY2020 classified under 
“Investment Income” 

✓ Sale of 4 properties from the investment property 
portfolio with a sales value of TRY 390mn and profit 
on sale of TRY 244.54mn, 

✓ Depreciation costs of TRY 126.93mn and TRY 
145.91mn in FY2019 and FY2020 respectively on 
tangible and intangible assets, 

✓ Corporate tax rate of 22%,  

✓ Operationalization of 3 new casinos in Skopje, 
Macedonia, Tirana, Albania along with Belgrade, 
Serbia in FY2020,  

✓ Revenues of TRY 499mn and TRY 700mn from 
TRNC operations in FY2019 and FY2020 
respectively,  

✓ Core operating profit of TRY 93mn and TRY 145mn 
TRNC operations in FY2019 and FY2020 
respectively,  

✓ Revenues of TRY 320mn and TRY 637mn from 
Balkan operations in FY2019 and FY2020 
respectively,  

✓ Core operating profit of TRY 138mn and TRY 276mn 
from Balkan operations in FY2019 and FY2020 
respectively, 

 
As the Company undertook the re-valuation of tangible 
assets and the investment property portfolio in FY2018, the 
figures relating to balance sheet size could not be compared 
with last year’s figures. Whilst gross financial leverage was 
in line with the projected figures, the realized net financial 
leverage figure for FYE2018 was 54.50% higher than the 
projected figure as due to the reduction in cash items.  
 
As displayed in the table below, the Company is expected 
to conserve the high share of equity in the funding of 
operations, whilst asset growth will be largely driven by the 
re-valuation of tangible assets and investment property that 
will take place in FY2020. On the other hand, the notable 
increase in cash balance stemming from the sale of the 
Bodrum project is anticipated to contribute to liquidity 
management and relieve the pressure on net working 
capital levels. In line with the operational expansion 
anticipated in FY2020, the Company will start a 
deleveraging process and net financial debt in relation to 
EBITDA will undergo a downward trend.  
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The Company outperformed its revenue target for FY2018 
by 16% whilst the realized gross margin and S&GA 
expenses in relation to total sales was higher than the 
projected figures. However, the realized core operating 
profit was 6% higher than the projected figure largely 
owing to the notably higher than expected than other 
income from core operations. On the other hand, the 
realized net financing expenses was higher than the 
budgeted figures by 8%. As such, the Company’s projected 
EBITDA margin (42.31%) was in line with the realized 
(40.04%) figures.  
 
Although revenue growth is expected to remain weak 
throughout FY2019, the cost of sales ratio is anticipated to 
undergo a decline resulting in an improvement in the 
EBITDA margin in line with the efficiency measures that 
were put into place in the Balkan operations. On the other 
hand, when the effects of investment income is excluded, 
the pre-tax profit would have more than doubled in 
FY2020 with a net profit margin in the range of 17-18%. 
Following the completion of investments in the Balkan 
states supported by new openings throughout FY2020, the 
revenue composition is projected to be fairly balanced 

between the TRNC and Balkans with a ratio of 1:1. 
Following the opening of Merit Royal Garden Hotel in 
FY2020, Group capex is expected to slow down notably 
for Balkan casinos which are operated under an asset light 
model relieving the pressure on working capital.  
 

 
 
As there are no additional legal and/or financial collateral 
guarantees provided separately for the repayment of the 
bond issued by Net Holding A.Ş., the note assigned for the 
TRY dominated bond issuance has been assigned as the 
same as the Company's Long and Short Term National 
Local Ratings.  

Given the resilience of sound revenue and EBITDA 
growth despite the effects of lira depreciation on Turkey’s 
economy, the Company’s leading market share in the 
TRNC casino and luxury accommodation sector under the 
Merit brand, the growing contribution of Balkan operations 
to consolidated sales and low level of financial leverage and 
successful past track record of completed TRY and EUR 
bond issuances, JCR Eurasia Rating is of the opinion that 
Net Holding will be able to meet obligations stemming 
from planned bond issuances. 

 

 

FYE2018 June, 2019 FYE2019 FYE2020

Current Assets 708,621 608,992 1,541,819 5,380,917

Cash&Cash Equiv alents 291,565 237,375 1,062,205 4,829,362

Financial Inv estments 33,214 33,275 38,196 43,926

Trade Receiv ables 185,788 199,149 213,656 245,705

Related Party Receiv ables 94,439 34,862 124,896 160,816

Non-Current Assets 5,543,316 5,874,438 5,475,454 6,752,759

Inv estments Valued v ia the Equity Method 120,472 131,930 138,543 159,325

Tangible Assets 3,842,032 3,857,890 3,731,372 4,604,854

Inv estment Property 1,409,943 1,409,943 1,409,943 1,764,486

Total Assets 6,251,936 6,483,430 7,017,272 12,133,676

Short Term Liabilities (STL) 525,741 579,129 528,489 607,763

ST Borrowings 17,425 26,054 2,286 2,628

STL of LT Borrowings 313,018 350,053 301,612 346,854

Trade Payables 107,872 109,002 124,053 142,661

Long Term Liabilities (LTL) 1,731,049 1,973,143 2,349,138 2,916,091

LT Borrowings 768,391 1,002,081 1,002,081 867,976

Deferred Rev enues 198 111 240,000 565,000

Deferred Tax Liabilities 956,340 953,832 1,099,791 1,474,760

Equity (including minority interest) 3,941,253 3,931,158 4,139,645 8,609,822

Paid-in Capital 563,876 563,875 563,876 563,876

Tangible Asset Rev aluation Surplus 2,201,742 2,185,679 2,169,617 2,961,136

Retained Earnings/Losses 367,925 632,670 632,670 376,222

Net Profit/Loss 272,181 -75,661 136,631 4,044,713

Total Liabilities 6,251,936 6,483,430 7,017,272 12,133,676

Annual Asset Growth % 42.01 3.70 12.24 72.91

Equity/Total Assets % 63.90 60.63 58.99 70.96

Net Working Capital/Total Assets % 2.93 0.46 14.44 39.34

Net Financial Debt/EBITDA 2.69 n.a. 0.59 n.a

ROAA % * 7.13 n.a. 2.10 55.20

ROAE % * 11.04 n.a. 3.97 82.91

( *):  YoY bas is  semi-annual and quart erly figures

Balance Sheet                                                                 

TRY (000)

Realized Budgeted

FYE2018 June, 2019 FYE2019 FYE2020

Sales Revenues 767,144 396,932 852,510 1,375,501

Cost of Sales 505,226 286,322 503,814 784,982

Marketing & General Admin. Expenses 162,560 83,133 186,944 248,934

Other Real Operating Income/Loss (Net) 105,755 30,002 121,618 139,861

Profit and Loss from Principal Activities 205,113 57,479 283,371 536,857

Inv estment Income (Net) 428,099 6,219 3,205 4,973,229

Financing Income 234,990 70,875 76,190 87,619

Financing Expenses 488,251 208,004 223,604 257,145

Profit/Loss Before Taxation 379,600 -73,291 139,313 5,285,322

Tax -107,419 -2,371 -2,682 -1,240,609

Net Profit/Loss 272,181 -75,661 136,631 4,044,713

Annual Sales Growth Rate % 17.68 25.79 7.61 61.35

Cost of Sales/Total Sales % 65.86 72.13 61.03 57.07

Sales and GA Expenses/Sales % 21.19 20.94 22.65 18.10

EBITDA Margin % 40.04 20.98 48.13 45.61

Net Profit Margin % 35.48 -19.06 16.03 316.00

Income Statement                                                                 

TRY (000)

Realized Budgeted
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(Year end) (Year end) (Year end) (Year end) (Year end) (Year end) (Year end) (Year end) As % of As % of As % of

NET HOLDING A.S. 2018 2018 2018 2017 2017 2016 2016 2015 2018 2017 2016 2018 2017 2016

BALANCE SHEET - ASSETS USD TRY TRY TRY TRY TRY TRY TRY Assets Assets Assets Growth Growth Growth

TRY (Converted ) (Original ) (Average) (Original ) (Average) (Original ) (Average) (Original ) (Original ) (Original ) (Original ) Rate Rate Rate

I .  CURRENT ASSETS 134 ,695 ,640 708 ,620 ,295 671 ,529 ,329 634 ,438 ,363 707 ,394 ,320 780 ,350 ,277 738 ,110 ,714 695 ,871 ,151 11 .33 14 .41 25 .36 11 .69 -18 .70 12 .14 

A.  L iquid  Assets 55 ,421 ,202 291 ,565 ,401 287,287,063 283 ,008 ,725 302 ,293 ,872 321 ,579 ,019 371 ,690 ,228 421 ,801 ,436 4 .66 6 .43 10 .45 3 .02 -11 .99 -23 .76 

B.  Marketab le Securi ti es 6 ,313 ,368 33 ,213 ,997 22 ,668 ,747 12 ,123 ,497 84 ,982 ,692 157 ,841 ,886 109 ,619 ,704 61 ,397 ,522 0 .53 0 .28 5 .13 136 .66 -185 .34 157 .08 

1.Bond 0 0 0 0 0 0 0 0 n.a n.a n.a n.a n.a n.a

2.Share Certificates 6,313,368 33,213,997 21,539,872 9,865,747 67,066,139 124,266,530 85,323,149 46,379,768 0.53 0.22 4.04 236.66 -92.06 167.93 

3.Other 0 0 1,128,875 2,257,750 17,916,553 33,575,356 24,296,555 15,017,754 n.a 0.05 1.09 -100.00 -93.28 123.57 

4.Provision for Decrease in Value of Marketable Securities (-) 0 0 0 0 0 0 0 0 n.a n.a n.a n.a n.a n.a

C.  Trade Receivab les & Leasing 35 ,314 ,900 185 ,788 ,158 167 ,616 ,613 149 ,445 ,068 111 ,841 ,345 74 ,237 ,622 46 ,671 ,753 19 ,105 ,883 2 .97 3 .39 2 .41 24 .32 101 .31 288 .56 

1.Customers & Notes Receivables 23,190,300 122,001,849 117,192,652 112,383,455 78,996,540 45,609,624 24,400,588 3,191,551 1.95 2.55 1.48 8.56 146.40 1,329.07 

2.Other  Receivables 12,739,112 67,019,196 53,236,247 39,453,298 34,905,307 30,357,315 24,081,720 17,806,125 1.07 0.90 0.99 69.87 29.96 70.49 

3.Doubtful Trade Receivables 2,113,069 11,116,643 8,864,827 6,613,010 6,613,085 6,613,159 6,447,263 6,281,367 0.18 0.15 0.21 68.10 -0.00 5.28 

4.Provision for Doubtful Trade Receivables (-) -2,113,069 -11,116,643 -8,864,827 -6,613,010 -6,613,085 -6,613,159 -6,447,263 -6,281,367 -0.18 -0.15 -0.21 68.10 -0.00 5.28 

5.Rediscount on Notes Receivables (-) -614,512 -3,232,887 -2,812,286 -2,391,685 -2,060,501 -1,729,317 -1,810,555 -1,891,793 -0.05 -0.05 -0.06 35.17 38.30 -8.59 

D.  Due From Related Parties (net) 17 ,951 ,155 94 ,439 ,230 102 ,510 ,816 110 ,582 ,401 102 ,386 ,854 94 ,191 ,306 111 ,852 ,833 129 ,514 ,359 1 .51 2 .51 3 .06 -14 .60 17 .40 -27 .27 

E.  Other Receivab les 1 ,514 ,673 7 ,968 ,544 7 ,309 ,086 6 ,649 ,628 33 ,294 ,922 59 ,940 ,215 30 ,510 ,949 1 ,081 ,683 0 .13 0 .15 1 .95 19 .83 -88 .91 5 ,441 .38 

1.Other Receivables 1,514,673 7,968,544 7,309,086 6,649,628 33,294,922 59,940,215 30,510,949 1,081,683 0.13 0.15 1.95 19.83 -88.91 5,441.38 

2.Other Doubtful Receivables 1,741,922 9,164,080 23,878,390 38,592,699 38,592,699 38,592,699 38,592,699 38,592,699 0.15 0.88 1.25 -76.25 0.00 0.00 

3.Rediscounts on Other Notes Receivables (-) 0 0 0 0 0 0 0 0 n.a n.a n.a n.a n.a n.a

4.Provision for Other Doubtful Receivables (-) -1,741,922 -9,164,080 -23,878,390 -38,592,699 -38,592,699 -38,592,699 -38,592,699 -38,592,699 -0.15 -0.88 -1.25 -76.25 0.00 0.00 

F.  L i ve Assets (net) 0  0  0  0  0  0  0  0  n.a n.a n.a n.a n.a n.a

G.  I nventories (net) 6 ,482 ,367 34 ,103 ,086 32 ,781 ,816 31 ,460 ,546 30 ,076 ,347 28 ,692 ,148 25 ,196 ,121 21 ,700 ,094 0 .55 0 .71 0 .93 8 .40 9 .65 32 .22 

H.  Contrac t Progress I ncome (net) 0  0  0  0  0  0  0  0  n.a n.a n.a n.a n.a n.a

I .  Deferred Tax 2 ,182 ,451 11 ,481 ,659 11 ,078 ,117 10 ,674 ,574 15 ,445 ,154 20 ,215 ,734 18 ,776 ,902 17 ,338 ,069 0 .18 0 .24 0 .66 7 .56 -47 .20 16 .60 

J .  Other Current Assets 9 ,515 ,524 50 ,060 ,220 40 ,277 ,072 30 ,493 ,924 27 ,073 ,136 23 ,652 ,347 23 ,792 ,226 23 ,932 ,105 0 .80 0 .69 0 .77 64 .16 28 .93 -1 .17 

1.Other Current Assets 9,515,524 50,060,220 40,277,072 30,493,924 27,073,136 23,652,347 23,792,226 23,932,105 0.80 0.69 0.77 64.16 28.93 -1.17 

2.Provision for Other Current Assets (-) 0 0 0 0 0 0 0 0 n.a n.a n.a n.a n.a n.a

I I .  NON-CURRENT ASSETS 1 ,053 ,681 ,992 5 ,543 ,315 ,593 4 ,655 ,733 ,012 3 ,768 ,150 ,431 3 ,032 ,209 ,702 2 ,296 ,268 ,972 2 ,216 ,597 ,668 2 ,136 ,926 ,363 88 .67 85 .59 74 .64 47 .11 64 .10 7 .46 

A.  Trade Receivab les & Leasing 0 0 0 0 0 0 0 0 n.a n.a n.a n.a n.a n.a

1. Customers & Notes Receivables & Leasing 0 0 0 0 0 0 0 0 n.a n.a n.a n.a n.a n.a

2. Other Receivables 0 0 0 0 0 0 0 0 n.a n.a n.a n.a n.a n.a

3. Doubtful Trade Receivables 0 0 0 0 0 0 0 0 n.a n.a n.a n.a n.a n.a

4. Provision for Doubtful Trade Receivables (-) 0 0 0 0 0 0 0 0 n.a n.a n.a n.a n.a n.a

5. Rediscount on Notes Receivables (-) 0 0 0 0 0 0 0 0 n.a n.a n.a n.a n.a n.a

B.  Due From Related Parties (net) 960 ,337 5 ,052 ,237 4 ,612 ,151 4 ,172 ,064 3 ,925 ,710 3 ,679 ,355 3 ,491 ,144 3 ,302 ,933 0 .08 0 .09 0 .12 21 .10 13 .39 11 .40 

C.  Other Receivab les 247 ,584 1 ,302 ,516 1 ,190 ,381 1 ,078 ,246 986 ,304 894 ,361 841 ,835 789 ,308 0 .02 0 .02 0 .03 20 .80 20 .56 13 .31 

1. Other Receivables 247,584 1,302,516 1,190,381 1,078,246 986,304 894,361 841,835 789,308 0.02 0.02 0.03 20.80 20.56 13.31 

2.Other  Doubtful  Receivables 0 0 0 0 0 0 0 0 n.a n.a n.a n.a n.a n.a

3.Rediscounts on Other Notes Receivable (-) 0 0 0 0 0 0 0 0 n.a n.a n.a n.a n.a n.a

4.Provision for Other Doubtful Receivables  (-) 0 0 0 0 0 0 0 0 n.a n.a n.a n.a n.a n.a

D.  Fi nanc ial  Fixed Assets (net) 36 ,151 ,763 190 ,190 ,812 174 ,742 ,759 159 ,294 ,705 119 ,819 ,585 80 ,344 ,464 74 ,008 ,389 67 ,672 ,314 3 .04 3 .62 2 .61 19 .40 98 .26 18 .73 

1. Long Term Securities (net) 13,252,213 69,718,570 71,192,914 72,667,257 37,920,122 3,172,986 1,981,236 789,485 1.12 1.65 0.10 -4.06 2,190.19 301.91 

2. Affiliates (net) 22,899,550 120,472,242 103,549,845 86,627,448 81,899,463 77,171,478 72,027,154 66,882,829 1.93 1.97 2.51 39.07 12.25 15.38 

3. Subsidiaries (net) 0 0 0 0 0 0 0 0 n.a n.a n.a n.a n.a n.a

4.Other Financial Fixed Assets (net) 0 0 0 0 0 0 0 0 n.a n.a n.a n.a n.a n.a

E.  Tangib le Assets 998 ,303 ,689 5 ,251 ,975 ,876 4 ,394 ,773 ,973 3 ,537 ,572 ,069 2 ,852 ,603 ,275 2 ,167 ,634 ,481 2 ,077 ,674 ,476 1 ,987 ,714 ,470 84 .01 80 .35 70 .46 48 .46 63 .20 9 .05 

F.  Other Fixed Assets 18 ,018 ,619 94 ,794 ,152 80 ,413 ,750 66 ,033 ,347 54 ,874 ,829 43 ,716 ,311 60 ,581 ,825 77 ,447 ,338 1 .52 1 .50 1 .42 43 .55 51 .05 -43 .55 

TOTAL  ASSETS 1 ,188 ,377 ,633 6 ,251 ,935 ,888 5 ,327 ,262 ,341 4 ,402 ,588 ,794 3 ,739 ,604 ,022 3 ,076 ,619 ,249 2 ,954 ,708 ,382 2 ,832 ,797 ,514 100 .00 100 .00 100 .00 42 .01 43 .10 8 .61 
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(Year end) (Year end) (Year end) (Year end) (Year end) (Year end) (Year end) (Year end) As % of As % of As % of

NET HOLDING A.S. 2018 2018 2018 2017 2017 2016 2016 2015 2018 2017 2016 2018 2017 2016

BALANCE SHEET-L IABI L I TI ES+EQUITY USD TRY TRY TRY TRY TRY TRY TRY Assets Assets Assets Growth Growth Growth

TRY (Converted) (Original ) (Average) (Original ) (Average) (Original ) (Average) (Original ) (Original ) (Original ) (Original ) Rate Rate Rate

I .  SHORT TERM L IABI L I TI ES 99 ,933 ,578 525 ,740 ,561 478 ,300 ,427 430 ,860 ,293 369 ,087 ,415 307 ,314 ,536 317 ,624 ,789 327 ,935 ,041 8 .41 9 .79 9 .99 22 .02 40 .20 -6 .29 

A. Financial Liabilities 62,811,211 330,443,498 307,845,344 285,247,190 227,062,282 168,877,373 208,433,155 247,988,936 5.29 6.48 5.49 15.84 68.91 -31.90 

B. Trade Payables 20,504,446 107,871,842 97,512,563 87,153,283 71,503,052 55,852,821 50,591,410 45,329,998 1.73 1.98 1.82 23.77 56.04 23.21 

C. Due to Related Parties 293,094 1,541,939 1,333,118 1,124,297 913,160 702,022 384,598 67,173 0.02 0.03 0.02 37.15 60.15 945.10 

D. Other Financial Liabilities 0 0 0 0 2,233,234 4,466,467 4,629,833 4,793,198 n.a n.a 0.15 n.a -100.00 -6.82 

E. Advances Received 2,896,705 15,239,274 15,093,176 14,947,077 12,762,282 10,577,486 5,288,743 0 0.24 0.34 0.34 1.95 41.31 n.a

F. Contract Progress Ongoing Construction Contracts (net) 0 0 0 0 0 0 0 0 n.a n.a n.a n.a n.a n.a

G. Deferred Tax Liabilities 3,464,722 18,227,557 13,073,096 7,918,634 6,341,351 4,764,067 6,328,005 7,891,942 0.29 0.18 0.15 130.19 66.22 -39.63 

H. Provisions for Liabilities 123,512 649,782 649,782 649,782 707,665 765,547 752,196 738,845 0.01 0.01 0.02 0.00 -15.12 3.61 

I Other Liabilities 9,839,888 51,766,669 42,793,350 33,820,030 47,564,392 61,308,753 41,216,851 21,124,949 0.83 0.77 1.99 53.07 -44.84 190.22 

I I .  LONG TERM L IABI L I TI ES 329 ,040 ,410 1 ,731 ,048 ,692 1 ,409 ,336 ,637 1 ,087 ,624 ,582 873 ,415 ,922 659 ,207 ,261 562 ,339 ,348 465 ,471 ,435 27 .69 24 .70 21 .43 59 .16 64 .99 41 .62 

A.  Financial Liabilities 146,056,890 768,390,693 628,886,530 489,382,366 437,068,029 384,753,691 293,514,529 202,275,366 12.29 11.12 12.51 57.01 27.19 90.21 

B.  Trade Payables 26,806 141,023 686,909 1,232,795 1,633,548 2,034,300 2,265,025 2,495,749 0.00 0.03 0.07 -88.56 -39.40 -18.49 

C.  Due to Related Parties 0 0 0 0 0 0 0 0 n.a n.a n.a n.a n.a n.a

D.  Other Financial Liabilities 0 0 0 0 0 0 0 0 n.a n.a n.a n.a n.a n.a

E.  Advances Received 0 0 0 0 276,260 552,519 276,260 0 n.a n.a 0.02 n.a -100.00 n.a

F.  Contract Progress Ongoing Construction Contracts (net) 0 0 0 0 0 0 0 0 n.a n.a n.a n.a n.a n.a

G.  Deferred Tax Liabilities 181,866,062 956,779,166 775,010,341 593,241,516 431,145,904 269,050,291 263,686,107 258,321,923 15.30 13.47 8.74 61.28 120.49 4.15 

H.  Provisions for Liabilities 1,023,462 5,384,329 4,330,469 3,276,609 2,734,590 2,192,570 2,138,696 2,084,822 0.09 0.07 0.07 64.33 49.44 5.17 

I.  Other Liabilities (net) 67,190 353,481 422,389 491,296 557,593 623,890 458,733 293,575 0.01 0.01 0.02 -28.05 -21.25 112.51 

TOTAL  L IABI L I TI ES 428,973 ,988 2 ,256 ,789 ,253 1 ,887 ,637 ,064 1 ,518 ,484 ,875 1 ,242 ,503 ,336 966 ,521 ,797 879 ,964 ,137 793 ,406 ,476 36 .10 34 .49 31 .42 48 .62 57 .11 21 .82 

F- EQUITY 759,403 ,645 3 ,995 ,146 ,635 3 ,439 ,625 ,277 2 ,884 ,103 ,919 2 ,497 ,100 ,686 2 ,110 ,097 ,452 2 ,074 ,744 ,245 2 ,039 ,391 ,038 63 .90 65 .51 68 .58 38 .52 36 .68 3 .47 

a) Prior year's equity 543,950,609 2,861,669,759 2,024,503,850 1,187,337,941 1,413,631,374 1,639,924,806 1,354,904,914 1,069,885,022 45.77 26.97 53.30 141.02 -27.60 53.28 

b) Equity (Added from Internal & External Resources in the Current Year) 153,472,237 807,402,090 1,083,310,956 1,359,219,822 456,644,527 -445,930,768 13,364,856 472,660,480 12.91 30.87 -14.49 -40.60 -404.81 -194.34 

c) Minority Interest 10,244,131 53,893,347 38,163,754 22,434,160 472,596,836 922,759,511 661,112,872 399,466,232 0.86 0.51 29.99 140.23 -97.57 131.00 

h) Profit & Loss 51,736,668 272,181,439 293,646,718 315,111,996 154,227,950 -6,656,097 45,361,604 97,379,304 4.35 7.16 -0.22 -13.62 -4,834.19 -106.84 

TOTAL  L IABI L I TY 1 ,188 ,377 ,633 6 ,251 ,935 ,888 5 ,327 ,262 ,341 4 ,402 ,588 ,794 3 ,739 ,604 ,022 3 ,076 ,619 ,249 2 ,954 ,708 ,382 2 ,832 ,797 ,514 100 .00 100 .00 100 .00 42 .01 43 .10 8 .61 

USD Rate s  1=TRY 5.2609 3.7719 3.5192 2.9076
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NET HOLDING A.S.

INCOME STATEMENT

TRY

I. P r incipal Act iv ity  Revenue s 261,918,549 252,035,021 179,969,014 156,757,016 119,033,409

A . Sale s  Revenue s  (Ne t) 767,144,410 651,869,660 471,949,688 403,136,468 308,438,741

 1.Domestic Sales 772,951,640 654,831,977 474,996,423 406,538,247 310,292,256

 2.Export Sales 0 0 0 0 0

 3.Sales Deductions (-) -5,807,230 -2,962,317 -3,046,735 -3,401,779 -1,853,515 

B . Co s t Of  Sale s  (- ) -505,225,861 -399,834,639 -291,980,674 -246,379,452 -189,405,332 

C . Se rv ice  Revenue s  (ne t) 0 0 0 0 0

D . Othe r  Revenue s  From  P r incipal Act iv it ie s 0 0 0 0 0

 1.Interest 0 0 0 0 0

 2.Dividend 0 0 0 0 0

 3.Rent

 4.Other 0 0 0 0 0

GROSS  PROFIT  & LOSS  FROM PR INC IPAL ACTIV IT IES 261,918,549 252,035,021 179,969,014 156,757,016 119,033,409

Activities Expenses (-) -162,559,777 -137,123,035 -118,665,227 -106,112,280 -81,325,954 

NET PROFIT  & LOSS  FROM PR INC IPAL ACTIV IT IES 99,358,772 114,911,986 61,303,787 50,644,736 37,707,455

Income & Profit From Other Activities 114,648,018 24,018,059 3,666,424 7,205,903 12,365,779

Expenses & Losses From Other Activities (-) -8,893,134 -137,956 -3,419,453 -27,307,733 -265,494 

Financing Income 34,523,298 18,507,387 24,216,552 51,487,885 11,197,711

Financing Expenses (-) -287,783,872 -128,194,641 -68,443,053 -88,203,572 -60,995,545 

OPERATING PROFIT  & LOSS -48,146,918 29,104,835 17,324,257 -6,172,781 9,906

Net Monetary Position exc. And Other Profit & Loss (+/-) 427,746,961 383,703,411 8,274,448 130,758,730 8,082,600

PRETAX PROFIT  & LOSS 379,600,043 412,808,246 25,598,705 124,585,949 8,092,506

Taxes (-/+) -107,418,604 -97,696,250 -32,254,802 -27,206,645 15,200,976

NET PROFIT  FOR  THE P ER IOD 272,181,439 315,111,996 -6,656,097 97,379,304 23,293,482

To tal Incom e 1,349,869,917 1,081,060,834 511,153,847 595,990,765 341,938,346

To tal Expense -970,269,874 -668,252,588 -485,555,142 -471,404,816 -333,845,840 

NET INCOMES  OR  EXPENSES  FOR  THE P ER IOD 379,600,043 412,808,246 25,598,705 124,585,949 8,092,506

2018 2017 2016 2015 2014
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NET HOLDING A.S. FYE FYE FYE

FINANCIAL  RATIOS %

I .  PROFITABI L I TY

Relationship  Between Cap i tal  and Profi t

ROAE - Pre-tax Profit / Equity (avg.) 11.04 16.53 1.23

ROAA - Pre-tax Profit / Total Assets (avg.) 7.13 11.04 0.87

Total Income / Equity (avg.) 39.24 43.29 24.64

Total Income / Total Assets (avg.) 25.34 28.91 17.30

Economic Rentability (( Financing Expenses  + Pre-tax Profit)/ (Total Liabilities) (avg.) 12.53 14.47 3.18

Operating Profit / Total Assets (avg.) 1.87 3.07 2.07

Financial Expenses / Inventories Ratio (avg.) 877.88 426.23 271.64

Return on Avg. Long Term Sources 5.61 9.35 -0.25 

Relationship  Between Sales and Profi t

Gross Margin = Ordinary Activities Incomes / Net Sales Income 34.14 38.66 38.13

Operating Margin = Operating Incomes / Net Sales Income 12.95 17.63 12.99

Net Profit Margin = Net Profit / Net Sales Income 35.48 48.34 -1.41 

Cost of Sales / Net Sales Income 65.86 61.34 61.87

Activities Expenses / Net Sales Income 21.19 21.04 25.14

Financing Expenses / Net Sales Income 37.51 19.67 14.50

EBIT =  (Pre-tax + Financing Expenses) / Net Sales Income 87.00 82.99 19.93

Relationship  Between Fi nanc ing L iab i l i ti es and Profi t

Interest Coverage Ratio 1 = Pre Tax Profit + Financing Expenses / Financing Expenses 231.90 422.02 137.40

Interest Coverage Ratio 2 = Net Profit + Financing Expenses / Financing Expenses 194.58 345.81 90.27

Struc ture of I ncome and expend i ture account

Financing Expenses / T. Assset (avg.) 5.40 3.43 2.32

Financial Liabilities  / T. Assets 17.58 17.59 17.99

I I .  L IQUIDITY

(Liquid Assets + Marketable Securities) / T. Assets 5.19 6.70 15.58

(Liquid Assets +Marketable Securities) / T. Liabilities 14.39 19.44 49.60

Net Working Capital / Total Assets 2.93 4.62 15.38

Liquid Assets / Equity 8.13 10.23 22.72

Current Ratio 134.79 147.25 253.93

Acid Test Ratio 117.26 131.33 217.39

Cash Ratio 61.78 68.50 156.00

Inventories / Current Asset 4.81 4.96 3.68

Inventories / Total Asset 0.55 0.71 0.93

Inventories Dependency Ratio 589.28 431.42 -599.84 

Short Term Receivables / Total Current Assets 40.67 42.03 29.26

Short Term Receivables / Total Assets 4.61 6.06 7.42

I I I .  CAPITAL  and FUNDING

Equity / Total Assets 63.90 65.51 68.58

Equity / Liabilities 177.03 189.93 218.32

Net Working Capital/Total Resources 8.10 13.41 48.94

Equity generation/prior year’s equity 27.99 64.42 -21.87 

Internal equity generation/prior year’s equity 9.44 14.93 -0.33 

Tangible Assets/Total Asset 84.01 80.35 70.46

Financial Fixed Assets/(Equity +Long Term Liabilities) 3.99 4.72 3.22

Minority Interest/Equity 1.35 0.78 43.73

IV.  EFFICIENCY

Net Profit Margin Growth -26.60 -3,527.52 -105.84 

Net Sales Growth 17.68 38.12 17.07

Equity Growth 38.52 36.68 3.47

Asset Growth 42.01 43.10 8.61

Inventories Turnover 1,541.18 1,329.40 1,158.83

Days Inventories Utilization 23.68 27.46 31.50

Receivables Turnover 450.13 572.31 973.45

Days' Accounts Receivable 81.09 63.78 37.50

Efficiency Period 104.77 91.23 68.99

Payables Turnover 514.49 546.70 552.40

Days’ Payments  In Accounts Payables 70.94 66.76 66.07

Cash Turnover Cycle 33.83 24.47 2.92

Current Assets Turnover 114.24 92.15 63.94

Net Working Capital Turnover 397.01 192.69 112.24

Tangible Assets Turnover 17.46 22.85 22.72

Fixed Asset Turnover 16.48 21.50 21.29

Equity Turnover 22.30 26.11 22.75

Asset Turnover 14.40 17.43 15.97

V.  ASSET QUAL ITY

Non-Performing Receivables / Total Receivables 5.31 3.98 4.61

Non-Performing Asset / Total Assets 87.59 84.68 74.00

Financial Fixed Assets / Non-Current Assets 3.43 4.23 3.50

VI .  SENSITIVITY  OF FOREIGN CURRENCY

Total Foreign Currencies Position/Asset -9.71 -6.71 -3.29 

Total Foreign Currencies Position/Equity -15.19 -10.25 -4.79 

VI I .  INDEBTEDNESS

Debt Ratio 36.10 34.49 31.42

Short Term Liabilities/Total Asset 8.41 9.79 9.99

Long Term Liabilities/Total Asset 27.69 24.70 21.43

Long Term Liabilities/(Equity+ Long term Liabilities) 30.23 27.38 23.80

Fixed Asset/Liabilities 245.63 248.15 237.58

Fixed Asset/(Long Term Liabilities +Equity) 96.81 94.87 82.92

Short Term Liabilities/ T. Liabilities 23.30 28.37 31.80

Short Term Financial Liabilities/Short Term Liabilities 62.85 66.20 54.95

Tangible Assets/Long Term Liabilities 303.40 325.26 328.82

Financial Liabilities/Total Liabilities 48.69 51.01 57.28

Off Balance Liabilities/(Assets +Off Balance Liabilities) 16.72 18.69 18.13

Off Balance Liabilities/(Equity +Off Balance Liabilities) 23.91 25.98 24.41

2018 2017 2016



 

 Net Holding A.Ş. and Cons. Subsidiaries    21 

 

 

 

 

Long Term Short Term Long Term Short Term Long Term Short Term Long Term Short Term Long Term Short Term Long Term Short Term Long Term Short Term Long Term Short Term Long Term Short Term

Foreign 

Currency
BB B BBB- A-3 BBB- A-3 BBB- A-3 BBB- A-3 BBB- A-3 BBB- A-3 BBB- A-3 BBB- A-3

Local 

Currency
BB B BBB- A-3 BBB- A-3 BBB- A-3 BBB- A-3 BBB- A-3 BBB- A-3 BBB- A-3 BBB- A-3

Outlook Positive Stable Stable Stable Stable Stable Stable Stable Stable Stable Stable Stable Stable Stable Negative Negative Negative Negative

Local Rating BBB (Trk) A-3 (Trk) BBB (Trk) A-3 (Trk) A- (Trk) A-1 (Trk) A (Trk) A-1 (Trk) A (Trk) A-1 (Trk) A (Trk) A-1 (Trk) A (Trk) A-1 (Trk) A (Trk) A-1 (Trk) A (Trk) A-1 (Trk)
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