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EXECUTIVE SUMMARY

A. Project Summary

Energy Efficiency in Public Buildings Project (EEPB) Loan Agreement (9015-TR) were
signed between the Republic of Tiirkiye and the International Reconstruction and
Development Bank (IBRD) on December 12, 2019, for a loan of EUR 135.900.000,00. The
projectis carried outin cooperation with Ministry of Environment, Urbanization and Climate
Change (MoEUCC) and the Ministry of Energy and Natural Resources (MoENR). The Project
Agreement was approved on 26.02.2020, and the Loan Agreement became effective as of
16.03.2020.

The objectives of the project are to reduce energy use in central government buildings and
inform the development of sustainable financing mechanisms to support a scaled-up,
National program for energy efficiency in public buildings.

The project consists of the following Components:
Component 1. Energy Efficiency Investments in Central Government Buildings
(a)Conventional energy efficiency investments in central government buildings,

Carrying out of subprojects to improve energy efficiency performance in selected central
government buildings, including central government affiliated buildings, through the
provision of studies and renovation works, for:

eSimpler renovation investments that reduce energy use in buildings by at least twenty (20)
percent with a simple payback period of less than twelve (12) years; and

eDeeper renovation investments that reduce energy use in buildings by at least thirty (30)
percent with simple payback periods between twelve (12) and twenty (20) years.

(b)Energy service company investments.

Carrying out of subprojects to improve energy efficiency performance in selected in central
government buildings, including central government affiliated buildings, that have sufficient
baseline energy consumption data and service quality (i.e., proper heating and cooling
systems) through the use of Energy Performance Contracts with energy service companies
(ESCOs).

(c)Near-Zero Energy Buildings pilot.

Carrying out of pilot, Near-Zero Energy Buildings (“NZEB”) Subprojects in selected central
government buildings, including central government affiliated buildings, that have high
demonstration value, determined based on the respective buildings’ annual number of users
and/or visitors, and located in different climatic zones in the Barrower’s territory, to
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showcase the concept of NZEB integrated design and renovation techniques and newer
technologies.

Component 2. Technical assistance and Implementation Support
(a)Technical assistance to the Ministry of Environment, Urbanization and Climate Change

eProvision of technical assistance to MoEUCC in areas including, inter alia, development of
early Subprojects including communication and outreach to solicit Subproject applications,
energy audits, technical design reviews, assessment of ESCO proposals and energy savings
monitoring; and provision of monitoring software.

eProvision of support to MoEUCC for the evaluation of early Subprojects and NZEB pilots,
including developing case studies to document investment costs, measures, implemented,
actual energy savings, and lessons;

eProvision of comprehensive training program in building renovations for, inter alia, design
and construction firms, energy managers, MoEUCC staff and provisional branch offices,
women in the energy efficiency field, building administrators in operations and
maintenance.

eProvision of support for program management and Project implementation to the MoEUCC
Project Implementing Unit, including in financial management, procurement, environmental
and social safeguards and other technical areas.

(b)Technical assistance to Ministry of Energy and Natural Resources
Provision of technical assistance to MoENR to:

ebuild capacity for ESCO market development through the training of ESCOs, provision of
regulatory support, and development of procedures, templates and case studies;

¢(A) build capacity of MoENR staff on energy efficiency measurement and verification, and
energy audits, and (B) revise and update existing training materials;

eMonitor the energy efficiency of Subproject renovations and make enhancements to
MoENR'’s building consumption database;

eAssess the regulatory adjustments needed to support energy efficiency in public buildings
and ESCOs, including budgeting rules to allow for budget savings retention, financing of
public building renovations, public procurement rules to support ESCOs in the public sector,
and public procurement rules in energy efficient equipment and materials;

eDevelop appropriate financing agreement templates for energy services for the public
sector;



REPUBLIC OF TURKIYE
MINISTRY OF TREASURY AND FINANCE
Board of Treasury Controllers

ePrepare a market assessment and develop a project pipeline in energy efficiency for
municipalities to be presented to a suitable financial institution or institutions acceptable to
the Bank in support of a national program for energy efficiency; and

eDevelop a plan for a national program efficiency in the public sector (including, inter alia,
in respect to central and municipal buildings, public lighting, and water) that would rely on
sustainable financing mechanisms to serve the broader public sector in the Borrower’s
territory.

In 2022, the total amount of EUR 11.207.159,11 was withdrawn from the loan account with
the “Advance” and “SOE” disbursement methods. The total amount of EUR 9.573.210,99 was
spent from the source withdrawn. As the end of the review period, the amount of EUR
24.541.889,49 was disbursed and the amount of EUR 20.537.084,64 was spent cumulatively.

B. Objectives of Audit
The objectives of our audit are;

a) To give an opinion on whether the financial statements, prepared as of December 31,
2022 and for the period then ended, present fairly, in all material respects, the
financial position of the project in accordance with the cash receipts and
disbursements basis of accounting,

b) To determine, as of December 31, 2022, whether the MoEUCC General Directorate of
Construction Affairs, the Project Management Unit has complied, in all material
respects, with the rules and procedures of the Loan Agreement numbered 9015-TR,

c) To examine whether adequate supporting documentation has been maintained to
support claims to the World Bank for reimbursements of expenditures incurred with
respect to SOEs and evaluate eligibility of these expenditures for financing under the
Loan Agreement.

C. Scope of Audit

We have performed an audit of financial statements of Energy Efficiency in Public Buildings
Project as of December 31, 2022 in accordance with the cash receipts and disbursements
basis of accounting. This report covers the period between January 01, 2022 and December
31, 2022. We have also performed a compliance audit on whether project activities are in
line with the Loan Agreement.

Our audit was conducted in accordance with International Standards on Auditing published
by International Federation of Accountants (IFAC) applicable to the audit of financial
statements and compliance auditing.
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There was no limitation in our scope for the Project's audit.

D. Audit Results
For the financial statements of project; our audit resulted with an unmodified opinion.

As of December 31, 2022, MoEUCC General Directorate of Construction Affairs, the Project
Management Unit has complied, in all material respects, with the rules and procedures of the
Loan Agreement numbered 9015-TR.

In addition, with respect to SOEs, adequate supporting documentation has been maintained
to support claims to the World Bank for reimbursements of expenditures incurred; and
which expenditures are eligible for financing under the Loan Agreement numbered 9015-
TR.

E. Management Recommendation

Since we have not identified any material deficiency in internal control during our audit, we
have not issued a Management Letter .
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INDEPENDENT AUDITOR’S REPORT
MINISTRY OF ENVIRONMENT, URBANISATION AND CLIMATE CHANGE

General Directorate of Construction Affairs

Opinion

We have audited the Statement of Sources and Uses of Funds, Statement of Cumulative
Investments, Statement of Requests for Reimbursement (SOE Statement) and Statement of
Special Account of the Energy Efficiency in Public Buildings Project as of December 31, 2022,
and for the period between 01.01.2022-31.12.2022, and a summary of significantaccounting
policies and other explanatory information. The financial statements have been prepared by

MoEUCC General Directorate of Construction Affairs, the Project Management Unit based on
financial reporting provisions of the Loan Agreement numbered 9015-TR.

In our opinion;

a) The accompanying Statement of Sources and Uses of Funds, Statement of Cumulative
Investments, Statement of Requests for Reimbursement (SOE Statement) and Statement of
Special Account present fairly, in all material respects, the financial position and cash flows
of the Energy Efficiency in Public Buildings Project as of December 31, 2022 and for the
period then ended in accordance with the provisions of the Loan Agreement numbered
9015-TR.

b) MoEUCC General Directorate of Construction Affairs, the Project Management Unit, as of
December 31, 2022 has complied with, in all material respects, the requirements of the Loan
Agreement numbered 9015-TR.

c) With respect to SOEs, adequate supporting documentation has been maintained to
support claims to the World Bank for reimbursement of expenditures incurred, and these
expenditures are eligible for financing under the Loan Agreement numbered 9015-TR.

Basis of Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the “Auditor’s
Responsibilities for the Audit of the Financial Statements” section of this report.

We are independent of the MoEUCC General Directorate of Construction Affairs, the Project
Management Unit within the meaning of “IFAC Code of Ethics for Professional Accountants”
and have fulfilled our other responsibilities under those ethical requirements. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.
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Emphasis of Matter in the Financial Statement

Without modifying our opinion, we draw attention to Note “2” to the financial statements,
which describe the basis of accounting. The financial statements are prepared to assist
Energy Efficiency in Public Buildings Project Management Unit to comply with the financial
reporting provisions of the loan agreement referred to above. As a result, the financial
statements may not be suitable for another purpose.

Going Concern

The Project’s financial statements have not been prepared using the going concern basis of
accounting. The project will end on December 31, 2025.

Responsibilities of Management and Those Charged with Governance or Other
Appropriate Terms for the Financial Statements

MoEUCC General Directorate of Construction Affairs, the Project Management Unit is
responsible for the preparation and fair presentation of these financial statements in
accordance with Loan Agreement numbered 9015-TR, and for such internal control as
management determines is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.

Those charged with governance are responsible for overseeing the General Directorate of
Construction Affairs, the Project Management Unit's financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

The objectives of our audit are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs
will always detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or
in the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements.

As part of an audit in accordance with [SAs, we exercise professional judgment and maintain
professional skepticism throughout the planning and performance of the audit.

We also:

e [dentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our
opinion. The risk of not detecting a material misstatement resulting from fraud is higher than
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for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

e Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

We are required to communicate with those charged with governance regarding, among
other matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify during our audit.

We are also required to provide those charged with governance with a statement that we
have complied with relevant ethical requirements regarding independence, and to
communicate with them all relationships and other matters that may reasonably be thought
to bear on our independence, and where applicable, related safeguards.

Ahmet TUTAL
Chairman of
Board of Treasury Controllers

\ I
AKkif Biilent BOYACIOGLU

(Audit Partner)
Vice Chairman
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emih SAHIN Servan KUTLUCAN Betiil YUZER
Senior Treasury Controller  Junior Treasury Controller  Junior Treasury Controller

Date: 02/06/2023
Address: Ministry of Treasury and Finance

Board of Treasury Controllers
06510, Emek, ANKARA/TURKIYE
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MINISTRY OF ENVIRONMENT, URBANIZATION AND CLIMATE CHANGE
GENERAL DIRECTORATE OF CONSTRUCTION AFFAIRS

ENERGY EFFICIENCY IN PUBLIC BUILDINGS PROJECT
(LOAN NO. 9015-TR)
NOTES TO PROJECT FINANCIAL STATEMENTS
FOR THE PERIOD ENDED DECEMBER 31, 2022

1. OBJECTIVES AND STRUCTURE OF THE PROJECT

Energy Efficiency in Public Buildings Projects (EEPB) Loan Agreement (9015-TR), CTF
Loan TFOB0782 and CTF Grant TFOB0853 were signed between the Republic of Turkey
and the International Reconstruction and Development Bank (IBRD) on December 12, 2019.
The project is carried out in cooperation with our Ministry of Environment, Urbanization
and Climate Change (MoEUCC) and the Ministry of Energy and Natural Resources
(MENR). The Project Agreement was approved on 26.02.2020, and the Loan and Grant
Agreement became effective as of 16.03.2020.

In accordance with the Loan and Grant Agreement, the responsibility for the implementation

of the project lies with the Ministry of Environment and Urbanization General Directorate of
Construction Affairs (GDCA).

PROJECT DESCRIPTION

The objectives of the project are to reduce energy consumption in public buildings and to
develop and scale appropriate sustainable financing and institutional mechanisms to support
the National program.

The project consists of the following Components:

Component 1. Energy Efficiency Investments in Central Government Buildings

(a) Conventional energy efficiency investments in central government buildings,

Carrying out of subprojects to improve energy efficiency performance in selected central
government buildings, including central government affiliated buildings, through the
provision of studies and renovation works, for:

e Simpler renovation investments that reduce energy use in buildings by at least twenty
(20) percent with a simple payback period of less than twelve (12) years; and

e Deeper renovation investments that reduce energy use in buildings by at least thirty
(30) percent with simple payback periods between twelve (12) and twenty (20) years.

(b) Energy service company investments.

Carrying out of subprojects to improve energy efficiency performance in selected in
central government buildings, including central government affiliated buildings, that
have sufficient baseline energy consumption data and service quality (i.e., proper heating
and cooling systems) through the use of Energy Performance Contracts with energy
| service companies (ESCO
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(c) Near-Zero Energy Buildings pilot.

Carrying out of pilot, Near-Zero Energy Buildings (“NZEB”) Subprojects in selected
central government buildings, including central government affiliated buildings, that
have sufficient baseline energy consumption data and service quality (i.e., proper heating
and cooling systems).

Component 2. Technical assistance and Implementation Support

(a) Technical assistance to the Ministry of Environment and Urbanization

Provision of technical assistance to MoEUCC in areas including, inter alia,
development of early Subprojects including communication and outreach to
solicit Subproject applications, energy audits, technical design reviews,
assessment of ESCO proposals and energy savings monitoring; and provision of
monitoring software.

Provision of support to MoEUCC for the evaluation of early Subprojects and
NZEB pilots, including developing case studies to document investment costs,
measures, implemented, actual energy savings, and lessons;

Provision of comprehensive training program in building renovations for, inter
alia, design and construction firms, energy managers, MoEUCC staff and
provisional branch offices, women in the energy efficiency field, building
administrators in operations and maintenance.

Provision of support for program management and Project implementation to the
MoEUCC Project Implementing Unit, including in financial management,
procurement, environmental and social safeguards and other technical areas.

(b) Technical assistance to Ministry of Energy and Natural Resources

Provision of technical assistance to MoENR to:

build capacity for ESCO market development through the training of ESCOs,
provision of regulatory support, and development of procedures, templates and
case studies;

(A) build capacity of MoENR staff on energy efficiency measurement and
verification, and energy audits, and (B) revise and update existing training
materials;

Monitor the energy efficiency of Subproject renovations and make enhancements
to MoENR’s building consumption database;

Assess the regulatory adjustments needed to support energy efficiency in public
buildings and ESCOs, including budgeting rules to allow for budget savings
retention, financing of public building renovations, public procurement rules to
support ESCOs in the public sector, and public procurement rules in energy
efficient equipment and materials;




e Develop appropriate financing agreement templates for energy services for the
public sector;

e Prepare a market assessment and develop a project pipeline in energy efficiency
for municipalities to be presented to a suitable financial institution or institutions
acceptable to the Bank in support of a national program for energy efficiency;
and

e Develop a plan for a national program efficiency in the public sector (including,
inter alia, in respect to central and municipal buildings, public lighting, and
water) that would rely on sustainable financing mechanisms to serve the broader
public sector in the Borrower’s territory.

The goal of the project; To develop a transition plan to reduce energy consumption in
public buildings, develop and scale appropriate sustainable financing and institutional

mechanisms to support the National program.

Closing date; December 31, 2025

Project Components Amount of the Loan Percentage of
Allocated (expressed in | Expenditures to be
USD) financed
(Inclusive of taxes)
Component 1. Energy Efficiency 196.2 millions USD % 100
Investments In Central Government
Buildings (150 millions USD IBRD,
46.2 milllions USD CTF
Loan)
3.8 millions USD %100
Component 2. Technical assistance
and Implementation Support (3.8 Millions USD Grant)
TOTAL BUDGET 200.000.000

The implementation, coordination and supervision of Energy Efficiency Project Loan
Agreement / Clean Technology Fund Loan and Grant Agreements in Public Buildings:
General Director of Construction Affairs / Asst. (Project Director / Deputy Project Director)
and Head of External Investments Department (Project Coordinator).

Project Coordinator; responsible to the Project Director for taking, implementing, and
directing all technical, administrative, legal, and financial measures necessary for the project
to be carried out and finalized following its goals and objectives.

The Project Coordinator provides the coordination and supervision of EEPB. The Project
Coordinator is responsible for taking, managing, and directing all types of technical,
managerial, legal, and financial measures necessary to complete the project. Tenders,
contracts;and payments are performed under the coordination of the General Directorate of




Construction Affairs (GDCA) (General Manager /Deputy General Manager) as the
Tendering/Payment Officer. GDCA has established a Project Implementation Unit (PIU)
under the Department of External Investments for the implementation of the project. PIU is
responsible for the implementation and monitoring of the project. In addition to the Head of
Department, Branch Managers, technical and administrative personnel involved in the
project, Procurement Specialist, Finance Specialist, Finance Assistant, Project Assistant,
Civil Engineer (2), Electrical Engineer (1) and Mechanical Engineer (2) for the
implementation of the project. And their execution are responsible to the Project Director.

2. ACCOUNTING POLICIES

(a) The Project uses the cash basis of accounting to account for the project transactions.
Under that basis, the income or expense is included in the income statement of the
period to which it belongs.

(b) Eligible expenditures shall be made either as direct payments from the loan account
or through payments from the special account (advance) as per the disbursement letter.

(c) Within the Energy Efficiency in Public Building Project the transactions from the
International Bank for Reconstruction and Development (IBRD) Loan Agreement are
recorded and monitored in terms of EUROs. Transactions made in other currencies are
translated into EUROs using the currency sale exchange rate of the Central Bank of the
Republic of Turkey effective at the date of the transaction.

(d) Project sources and uses of funds are monitored in line with the chart of accounts
recommended by the Board of Treasury Controllers using a computerized recording
system. Expenditures for all parts of the project are recorded in the books of project
under this system and project financial tables and statements are produced by the system.

3. FINANCIAL STATEMENTS

In accordance with the Loan Agreements, funds provided under the project are restricted
to project purposes only. The project funds remaining unused at the end of the project
will be returned in per the relevant provisions of the loan agreement. Unaudited interim
financial statements regarding project uses of funds for each calendar quarter are
submitted to the World Bank to the World Bank Client Connection and is uploaded to
the system in due time via the Client Connection.

4. IBRD LOAN

The methods that can be applied for spending from credit are defined as Direct Payment,
Special Commitment, Reimbursement, and Advance in the letter of use of funds.

As of the end of the review period, the uses in the project were made from the special
account with the "Advance" and Statement of Expenditures (SOE) methods. A total
amount of EUR 11.207.049,11 was withdrawn to the special account, including
EUR 2.000.000,00 in Advance and EUR 9.207.049,11 in Statement of Expenditures
(SOE) method. A total of 9,573,100,99 EUR progress payment was made from the
source withdrawn. The account balance of the special account at the end of the period is
EUR 4.004.904,85.
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During the review year, a commitment fee and interest payment of EUR 165.191,88 was
made on 15 January 2022 and EUR 147.954,86 was made on 15 July 2022 for The Loan.
There were no principal repayments made for the loan during the review year.

5. CASH AVAILABILITY

Other than deposit in the special account, there is no cash held under the project.

6. SPECIAL ACCOUNT

Project Special Account is the designated bank account opened in the Central Bank of
the Republic of Tiirkiye Administrative Center of the General Directorate of Operations
Funds and Banking Operations Directorate. The account number Energy Efficiency in
Public Buildings Loan Special Account is 94 14 32 017(EUR).

In Disbursement Letters: Energy Efficiency Loan Agreement in Public Buildings
(9015-TR) Advance balance ceiling is EUR 15.000.000,00.

Usage notices and advance renewal request of the Private Account; Supply contracts of
USD 4,000,000 or more, Works contracts of USD 15,000,000 and more, Non-Consulting
Services contracts of EUR 5,000,000 or more, Consultant Firm contracts of $200,000 or
more, 400,000 For the payments made within the scope of Individual Consultancy
contracts of USD or more, copies of the documents proving the appropriate expenditure
are attached by making a notification with the Summary Table.

As of the end of the review period, the uses in the project were made from the special
account with the "Advance" and Statement of Expenditures (SOE) methods.

A total amount of EUR 11.207.159,11 was withdrawn to the special account, including
EUR 2.000.010,00 in advances and EUR 9.207.149,11 in the Statement of Expenditures
(SOE) methods and total disbursements has been EUR 9.573.210,99.

The account balance of the Loan Special Account at the end of the period is
EUR 4.000.904,85 .

7. INTERMEDIARY BANK CHARGES

In 2022, EUR 100 expense was charged by the Intermediary Bank from the withdrawal
of EUR 1,833,909,93 (Application No0:14) made by the World Bank.

In addition, the Advance Application No. 4, amounting to EUR 1,000,000,00 made from
the World Bank in 2021, was returned to the World Bank Credit Account as EUR
999.990,00 due to the change of the Intermediary Bank. The related 10 EURO has been
corrected with the accounting transaction slip dated 30.12.2022.

Since there is no Operating Expense item in the Loan Agreement, these expenses are
shown under the Non-Consulting Services heading in the Financial Statements.



