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Etrion at a glance

Etrion Corprationis a solar energy development company. We are committed
to contributing to the diversification of the energy mix by leveraging the
abundance of renewable resources to generate clean, reliable and cost p
effective solar energy.

Active in Japan since 201%e have built a strong local team, secured
invaluable partnerships with developers, general contractors as well as local

Misawa

lenders. All our operating solar assets in Japan are secured by the 20 years s
Power Purchase Agreements with the Japanese power uilitie
° Shizukuishi
Komatsu o Mito

ETRION FACTS IN JAPAN

57 MW

installed solar
capacity

(Nl
solar power plants

200 MW

” E = early stage
pipeline

190

backlog projects

etrion

44 million KWh $180 MM

produced in 2017 capital deployed
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Managemenf2 Biscussion and Analysis

al!b! D9a9b¢Qf{ 5L{/!{{Lhb ! b5 ! b! [ 6 {NONFRSFINANCIAL MEASURES AND FORWXRONG STATEMENTS

CKAE YIyFr3aSySyiQa RA&AO0dzA&AAZY YR I¢RISt daS\Nrao da@alb R dzb (i FR Ny S G NM YO 2/YBNLRING &
OG9GNR2YE 2N GKS a/2YLIl yeé | yRI i 2FRaSSONKGSOW HalAAl2KY A G § R& droAANRIAA INIA SR ZY &1 K $ a @D |
AYGSyRSR iz LINEJARS |y 2@0SNUASs aBBYSREE DONPLAEISQ & 2 MIRNIGE R2yAZ T S A ¢ LIF KA |
performance and current and futer business opportunities. This MD&A,MD&A, are noAFRS measures and therefor not have standardized
prepared as ofAugust 7 2018, should be read in conjunction with the meanings prescribed by IFRS and may not be comparable to similar measures

I 2YLIl yeQa dzylk dzZRAGSR O2yRSyaSR 02y digloskdrby dieiRconipahiesS Tk basisTicr galcylatioh has notohdnded ahd v
and accompanying notes for the threed sixmonths endedJune 30 2018. has been applied consistently by the Company over all periods presented.
Fing/ OALf AYF2NNIFGA2Y Ad NBLRNISR AYAdustaeR(IBGRI{EVOSYXSRAt RAANE Aabk dBSEHA 5 &6
9dzNR & o6daecé0 06SO0FdzAS GKS |/ 2YLI yé Qdgengraxicash beforeiextraordia®y Mddadsdh dcBouning yaRsactiors NS
denominated in that currency. In addition, certain material financiatecognized in the financial statements (the most comparable IFRS measure is
information has also beenreportedinJaé S &Sy 064 C£ 0 0 S Oekidednt (IdsH) &s récéndiled: pygE20). EBITDA, including solar segments

has its main business activities in Japan. Exchange rates for the relevaBITDA, is useful to analyze and compare profitability between companies and

currencies of the Group with respect to the $ and the ¥ are as follows: industries because it eliminates the effects of financing and certain accounting
policy decisions, while Adjusted EBITDA is alsoulidefcause it excludes
€ K /¥ € K expenses that are expected to be noecurring (the most comparable IFRS
Closing rate ajune30, 2018 12859 11064 11658 |measures for both EBITDA and Adjusted EBITDA is net income (loss) as

reconciled on pag1). In addition, adjusted operating cash flow is used by
Closing rate aflune 302017 127.88 112.06 1.1412  jpyestors to empare cash flows from operating activities without the effects
Sixmonths average ratdune 302018 131.62 108.65 1.2108 of certain volatile items that can positively or negatively affect changes in
Sixmonths average ratdune 302017 121.64 112.35 1.0825 2 2Nl Ay3 ObLAGHT FyR FNB .QA SHSR I a . yzu
performance (the most comparable=RS measure is cash flow used in
operations as reconciled on pag®). This MD&A contains forwaildoking
AYIF2NXIGA2Y oFaSR 2y (GKS [ 2YLIyeQa
projections and assumptions. This information is subject to a number of risks
anddzy OSNI F AyGASazr Ylye 2F 6KAOK N8 068§
this information are cautioned that actual results may differ materially from the
information contained herein. For information on material risk factors and
assumptions underlying theforward-looking information, refer to the

G/ FdziA2yF NB {4 S YS3/%1 WS | INNRPS/EEY, IC(R N2\
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SecondQuarter 2018 Highlights

OPERATIONAL HIGHLIGHTS
1 On May 15, 2018, connectatie 13.2 MW Komatsu project in Ishikawa T
prefecture, Japan. The projestas completedn budget,ahead ofschedule

andisgenerating revenues from the sale of electricity q

Advanced the development ofvo of thefour backlogsolar power projects
in Japan with aggregate capacity lif5 MW on a gross basi®\swith any
development, these projects remain at risr delays or abandonment if
the Companyencounters issues that cannot be resolved. The Company
also evaluatig several otherarly stageprojects, defined as pipeline, with
an aggregate capacity @85MW ona gross basis

Produced 182 million kilowatt-K 2 dzNE o6& 12 Ké 0 2F

/ 2 Y LJ 57 M@ portfolio comprisindL1solar power plant sites idapan.

1 The capacity of power plants in this document is described in approximate
YSalr gtk ida 6aaz2é0 2y | RANBOG

abyF38YSyiQa 5Aa0daarzy FyR ! ylfeah
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FINANCIAL HIGHLIGHTS

Generated revenuesnd solar segments EBITBA$6.4 million and $4.9
million, respectively.

OnJune 15, 2018, Etrioncompled n n YA f f A2y &Sy A2NJ a
O0GKS abSs .2yR&E0V AY (GKS b2NRAO o2y
annual interest rate of 7.25% and a bullet maturity in May 20Zke

[ 2YLIl yeQa K2f RAy3a 2F ecdo YAftAZ2Yy A
bonds hae been rolleeover into the New Bonds, which is included in the
issued amount, and can be sold at a later date if additional funding is
required.

T fek Rresredss frony {ig Mew PBands were used to refinance the

I 2YL) pfviosSEA &G Ay 3 € n sreecofed fodnds2hat pd Sy A 2
8.0% annual interest andere tomature in April 2019. The existing bonds

were called for redemption in accordance with their terms at a price of
101% of par plus accrued interest and were redeemed onlJ8018.

Closedthe secad quarter of 2018with a cash balance of6$.6 million,
$51.5million of which was unrestricte@including $35.1 million in the bond
escrow accountand held atcorporatelevel, and working capital of2B.5
million. Etrion has sufficient liquidity to funithe backlog projects.

Fa YS3aregl i
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Second Quarter 2018 Highlights

Continued

Three months ended

Sixmonths ended

USD thousands (unless otherwise stated) Q2-18 Q2-17(*) Q2-18 Q2-17(*)
Electricity production (MWh} 18,155 42,467 26,241 92,389
Financial results
Revenues 6,357 7,042 9,267 12,240
Gross profit 3,089 1,366 3,205 1,149
EBITDA 2,254 1,904 2,912 1,962
Adjusted EBITDA 3,73 2,214 4,391 2,839
Net loss (746) (6,865) (4,599) (14,429)
Adjusted netincome (0s9 2,82 (3,441) 1,06 (7,53)
Cash flow
Project cash distributions - - 611 3,342
Cash flowfrom (used ir) operations 5,566 1,262 2,771 (1,559)
Adjusted operating cash flow 3,804 2,032 4633 2,311
Jure30 December3l
2018 2017
Balance sheet
Total assets 251,997 212,135
Operational assets 141,056 110,622
Unrestricted cash at parent level
- Unrestricted cash at parent level 16,352 30,385
- Corporate bond escrow account 35,099 -
Restricted cash at project level 15,169 12,818
Working capital 29,547 43,611
Consolidated net debt on a cash basis 148,017 136,173
Corporate net debt 23,334 10,110

6F0 HAamT O2YLI N} GAGS

FAIANB A

2 MWh=Megawatthour
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Business Review

BUSINESS OVERVIEW

Etrion is an independent power producer that develops, builds, owns aflii NA 2y Qa OdzNNBy i adNF G6S3e Aa G2 ¥F20dz
operates utilityscale power generation plants in Japan. The Company owngperate solar power projects in Japan.

and operates57 MW of installed solar capacity in Japan. Etrion has several

projects at different stages of @elopment in Japan. The Compangsfour ¢ KS / 2 Y LI y & Q %l fobudzs bry séver keyYdaiviers for success: (1)
operational projects 11 solar park sites). All operational projects in Japarong term contracts with stable revenues; (2) low risk jurisdictions; (3) strategic
benefit from revenues generated from 20 year feiedi | NA FF 6 & Qoartherships;L(® 08 Kduipment cost and operating expenses; (5) available
LIzNOKIF &S FaNBSYSyida oatt! aatites fa AlE SoRgtardNBrajest fidaciigi K6} IOwi cost AfAdEbKNd {7p dtadtive liquid

the electricity generated. market for future divesture.

Effective September 30, 2017, the Group no longer consolidates PV Salvablue Compar@ & O 2 Y Y 2 afe listeld lorNtBedToronto Stock Exchange in

SpA, the subsidiary that owns the 70 MW Salvador solar power project @anada and the NASDAQ OMX Stockholm exchange in Sweden. Etrion has
n2 NI KSNY / KAt Sd ¢ KSNST2NB 3 perfokranc®fdlR datpifiate bOrals/liat@dfon tRe- Asl6 Stock Bxghbiidsissded in 2014)n

the threeand sixmonths endedlune 302018, is not fully comparable with the Norwayand theFrankfurt Stock Exchange Open Mar{@bnds issued in 2018)
&FYS LISNA2R Ay HamT®d ¢KS DNRdJzZL) K IEton iy Basied iNGeaayd, Swizerlandibids Bokyd,dizipan 8AS of t@date of tid d

6S0FdzAaS { It @FR2NJ A& AGAT € 246y SR NMBRA, theKCdmpani Basiz tiotal 2F eByfoyedss SO2y &a2f ARF (A 2Y
{ dzo & A RA | ueB ih MB&AFodthe2ydar ended December 31, 2017 and
iKS RAAOf 2&8dz2NB dzy RSNJ GCAYylFyOAlLf wS@OASEE Ay (GKA&EA ab53! @

abyF38YSyiQa 5Aa0daarzy FyR !ylfeara 9



Business Review

Continued

OPERATIONS REVIEW
THREE MONTHS ENDED JUNE 30

JAPAN

USD thousands (unless otherwise stated) Q218 Q2-17 °
Operational data®
Electricity production (MWh) 18,155 14,883
2 4
Operational performance?) E 3
Electricity revenue 5
Feedin-Tariff® 6,357 5,256
Total revenues 6,357 5,256
EBITDAY 4,887 3,949
EBITDA margin (%) 7% 75%
Net income 1,836 1,185 Q2-17 (3-months) Q2-18 (3-months)

1. Operational and performance data is disclosed on a gross basis because Et B Revenue ® Solar Japan EBITDA

consolidates 100% of itsperating subsidiaries.
2. FiT scheme under PPA with utilities. Revenues from Japan are received in Japanese yen and have been translated to
3. Refers to segment EBITDA as reconciled in the segment information section d2lpaggj K S D NER dzLJQ& LING & Sy the doie2pondiOgpiNBIB/stape 6 P 0
rates. Accordinglychanges in the ¥/$ applicable exchange rates have an impact
OPERATING PERFORMANCE IN J@RAdhths) Ay GKS | O02dzyiAay3a O2y@SNEAZ2ZY LINROSaa
During @-18, the Group produce@2% more electricity in Japan cpared to  reported figures in USD.
the same period in 2017, due primarily to the incremental production from the
Misawaand Komatstisolar power project. HISTORICAL PRODUCTION
Solarrelated prodiction is subject to seasonality over the year due to the
The Group receives revenues denominated in Japanese yen from its operatjagiability of daily sun hours in the summer months versus the winter months.
solar projects. Revenues come from the FiT systengreby a premium fixed However, on an annual basis, solar irradiation is expected to vary less than 10%
price is received for each kWh of electricity produced through g€y PPA  yearoveryear. The historical quarterilectricity production in Japan is shown
contract with the Japanese pUb|IC utility, Tokyo Electric Power Compapglow, reflectlngthe impact of seasonality.
6dac 9t,|/£h1sdzNJ’\ 1dz 9f SO0 MBKURIKi2G5 BoNdky Elediric L)/O 0 a
t26SNI /205 LyOd 06a¢hl h2g, thé Group eceiledl
the FiT of ¥40 per kWh applicable to the Mito and Shizukuishi solar park sit 18000
the FiT of ¥36 per kWh applicable to the solar park sites of the Misawa projt 16,000
and the FiT of ¥32 per kWh applicable to the solar park sites of the Koma

14,000
project

12,000
During @My = §(KS DNERdzLJQ& 29%, @Snpaied to zhy’ ands £ 10000
period in 2017, primarily due to the incremental installed capacity in Jdpan. =
addition, project-level EBITDA in Japamcreased by24%, compared to the 8,000
same period in 2017, primarily duke increased installed capacity 6,000

4,000

2,000

Q217 Q317 Q417  Q1-18  Q2-18
= Japan

abyF38YSyiQa 5Aa0daarzy FyR !ylfeara 10



Business Review

Continued

OPERATIONS REVIEW
SIX MONTHS ENDED JUNE 30

JAPAN 0
USD thousands (unless otherwise stated) Q218 Q217 .
Operational datal®) .
Electricity production (MWh) 26,241 22,329 e
Operational performance? E °
Electricity revenue 34
Feedin-Tariff® 9,267 7,853 s
Total revenues 9,267 7,853 2
EBITDAY 6,617 5,910 t
EBITDA margin (%) 71% 75% 0
Nedincome 843 1,220 Q2-17 (6-months) Q2-18 (6-months)

1. Operational and performance data is disclosed on a gross basis because Et B Revenue ® Solar Japan EBITDA

consolidates 100% of its operating subsidiaries.
2. FiT scheme under PPA with utilities. Revenues from Japan are received in J@gsa yen and have been translated to
3. Refers to segment EBITDA as reconciled in the segment information section d2lpagej K S DNER dzLJQ& LINBASYy (il A2y OdzNB&E&ape 6 b0

rates.Accordingly, changes in the ¥/$ applicable exchange rates have an impact

OPERATING PERFORMANCE IN J@RAdhths) in the accounting conversion process of the income statemerit €S D NE dzLJC
Duringthe first half of 2018the Group produced8% more electricity in Japan reported figures in USD.
compared to the same period in 2017, due primarily to the incremental
production from the Misawand Komatssolar power project

During the first half of 2018 G KS D NE cuidQrajectlielEBYTDASN

Japanincreased byl18% and 12% compared to the same period in 2017,
primarily due to the incremental installed capacity in Japan.

abyF38YSyiQa 5Aa0daarzy FyR !ylfeara 11



Business Review

Continued

OPERATING PROJECTS

Misawa

¢KS F2it26Ay3 YI L aK2ga GKS 20l (Amphthedate dof kS MD&AYthd rgmaifisg PPA XDhdadd ifeyoll Migadd is NJ

in Japan.

Viadivostok

Mito
As of the date of this MD&A, the remaining PPA contract lifeMdb is

approximately 78 S+ NA ¢ ¢ K SowhddBpazhiQgisolar psiwer project

in Japan is shown below:

FLIWNB EAYLFGSE & nn dvdhedopedtingskls poidprajeciQd ¢
in Japan is showto the right

Gross Connection
Project Region Sites MW Technology date
Misawa Tohoku 3-4 5.3 Fixedtilt Feb2017
Misawa Tohoku 1-2 4.2 Fixedtilt Juk2017
Total 4 9.5

Misawa is expected to produce approximately 10.7 million kWh of solar
electricity per year.

Komatsu

As of the date of this MD&A, the remaining PPA contract life of Komatsu is
F LILINB EAYLF GSE & H B5%dvhkdoperating $0l18r p@visEbrdpedD &
in Japan is shown to the right:

Gross Connection
Project Region Sites MW Technology date
Komatsu Honsu 1 13.2 Fixedtilt May-2018
Total 1 13.2

Komatsuis expected to produce approximatell4.2 million kWh of solar
electricity per year.

Gross Connection

Project Region Sites MW Technology date

Mito-site 1 Ibaraki 1 13 Fixedtilt Jun2015

Mito-site 2 Ibaraki 1 1.3 Fixedtilt Aug2015 . .

Mito-site3  lbaraki 1 13 Fixedtit  Juk015 We aredelighted with our

Mito-site 4 Ibaraki 1 2.7 Fixedtilt May-2015 CO ntl n u O us p rog reSS i n

Mito-site 5 Ibaraki 1 2.7 Fixedtilt Jun2015

Total 5 03 Japan and Komatsu
aiid20Qa az2f b N LReSNI axidSa Ay WHLky I’epl’esents an |mp0rtant 0 KEy

million kWh of electricity on an annual basis.

Shizukuishi

milestone as we reach

As of the date of this MD&A, the remaining PPA contract life of Shizukuish nearly 60 MW Of g roSssS

approximately Byears¢ K S D NP dzsietopeyatitig solar power project

in Japan is shown below:

Gross Connection
Project Region Sites MW Technology date
Shizukuishi  Iwate 1 24.7 Fixedtilt Oct2016
Total 1 24.7

{KAT dzl dZA EKAQ & &2t FNJ LIReSNI LI Iy
26.1 million kwWh of electricity per year.

capacity now operating

AY WELIFY Aa OFLIotS 2F LINBRdzOAY 3 | LILINE

abyF38YSyiQa 5Aa0daarzy FyR !ylfeara 12



Business Review

Continued

DEVELOPMENT ACTIVITIES

PROJECTS UNDER DEVELOPWMENAN
Etrion is advancing the development of several projects that are at differeatlocation agreement) with the offaker utility after July 31, 2016 but before
stages of development and /or negotiation with third parties. The Companyharch 2017. This means that this project is subject to a tiyear limit for
providing below more detailed information on a portion of these projectsdevelopment from March 31st 2017. In other words, if this project starts
¢tKSasS aol O fethHose indrtetBeOCoimpary Mas substantiabperation one year late (i.e. by March 31, 2021) it will haveFi period
control over the development of the project through the existence of a bindinghortened to 19 years. The project does not require an environmental impact
RSOSt 2LI¥YSy i &aSNBAOSH

t NPOSSR 6ab¢téo

a0t Gdza

FaNBSYSyi
local developers. In addition, Management believes they math Notice to
GAUGKAY

Greenfield Tk2. This project, located in the Niigata prefecture, currently
configured as a 45 MW solar park project. The project has secured the FiT of
¥36/kWh. It entered into a grid connection agreement (i.e. construction cost

0 & mgséssment. ZheICanpakyScdihplatadhe purchibkeloMilNtheyaRdS &g Singdifor & /
the prqject, except for certain public land parcels which are usually acquired at
i K S thy $ateristagenof degejopnfert dafter detatled lagout &GS AhH fofest  NX

when all permits, authorizations and land have been secured and also tHevelopment plans). The Company is currently in consultation with local
interconnection agreements have been signed. Also at NTP, financing is in ple@m@munities and proceeding with land measurement and soil survey activities.
and the Canpany can give the EPC contractor notice to begin building thé is also advancing on civil works and E®f@ract negotiations and expects to
project. As explained further below, any project under development remaingach the shovel ready stage by the first quarter of 2019. The Company is
with a high degree of risk which may result in (a) delays to commentargeting to reach financial close within 12 to 18 months.

construction, (b) changes in the economics, ¢banges in capacity or (d)

abandonment of the project. Changes (if any) to previously disclosed proj@&townfield Tk3. This project, located in the Mie prefecture, was originally
size and details are due to optimizations during the development process. Finahfigured as 50 MW but is in advanced discussions with local authorities and
size and economics are only confirmed when financial close is reached.

other stakeholders to be expanded to a 60 MW solar park project. The project
has secured the FiT of ¥36/kWh. It entered into a grid connection agreement

The Company classifies projects as Brownfield or Greenfield. Brownfield &ére. construction cost allocath agreement) with the offaker utility before
projects originally developed by a third party, still in the development stagduly 31, 2016. This means that this project is not subject to any deadline for
with respect to which the Company has secured certain rights. Greenfield atevelopment to benefit from the full 29ear FiT contract. The project required
projects originally dveloped by the Company. The table below lists the curreran environmental impact assessment which was clatgal and published in

backlog projects.

Project Prefecture Sites L\BAI\’AO/SS Target NTF
Brownfield Tkl Kumamoto 1 45 H2-19
Greenfield TR Niigata 1 45 Q119
Brownfield TK3 Mie 1 60 H1-19
Brownfield Tk4 Saitama 1 40 TBD
Total backlog 4 190

Total early stage 200

Total pipeline 390

JAPANESE BACKLOG

Brownfield Tk1. This project, located in the Kumamoto prefecture, is currentl
designed as a 45 MW solar park project. The project has secured the Fi

WF ydzE NE Hamy® 90GNAR2YyQa RS@GSt2LIYSyd L
process with local communities and other stakeholders to address all
recommendations outlined in the Environmental Impact Assessment study so
they can be propeyl reflected when filing for the forest development permit.
Effective management of the consultation process has taken place, including
public hearings and close interaction with the community. The project remains

with certain degree of risk. Target daterfihis project to be shovel ready is first

half of 2019 and the Company expects to keep a 50% ownership stake.

Brownfield Tk4. This project, located the Saitama prefecture, is currently
configured as a 40 MW solar park project. The project has sechee&if of
¥24/kWh. It entered into a grid connection agreement (i.e. construction cost
allocation agreement) with the offaker utility after July 31, 2016 but before
March 2017. This means that this project is subject to a tiye&r limit for
developmen from March 31, 2017. In other words, if this project starts
operation two years late (i.e. by March 31, 2022) it will have its FiT period
shortened to 18 years.

%/Iaf\agement is reconsidering whether to continue development of this project

¥36/kWh. It entered into a grid connection agreement (i.e. construction codtiven thecomplexity of the site and the high cost of civil workee Group is
allocation agreement) with the offaker utility before July 31, 2016. This meansn©t capitalizing additional expenses to this project given the uncertainty
this project is not subject to any deadline for development in order to beneffi€garding the assessment requirements.

from the full20-year FiT contract.

The Company is closely monitoring these developments to assess thetimpa

The Company continues to advance discussions with land owners to secBfghe schedule and feasibility. The Company expects to have further clarity by

the end ofsummer of 2018.

property, however, progess has been minimal at this tim&anagement
believes it will take an additional@ months to assess final land feasibility for
the project. Assuming land constraints are solved and final land configuration
is completed the Company will file for the &t development authorization, a
process that typically takes additionab4months. The project does not require
an environmental impact assessment. The Companpdating the timing for

this project and now believes it coutdmplete all permits, secudkall land and
finalize the private line easement rights within tisecondhalf of 2019. The
project remains with a high degree of execution risk primarily due to the
uncertainty of securing such property rights critical to the project.
Management remainsautiously optimistic such issues will be resolved so that
the project can proceed.

abyF38YSyiQa 5Aa0daarzy FyR !ylfeara
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Business Review

Continued

As ofJune 302018, the Company has incurred approximatel¢.$illion of SOLAR MARKET OVERVIEW
project advances and development cosssaciated with the Japanese backlogThe market for renewable energy sources, including solar, biomass, wind,

as follows: hydro and bio fuels, is driven by a variety of factors, such as legislative and
policy support, technology, macroeconomic conditions, pricing and
Advance Development environmental concerns. The overall goal for the solar energy market is to
Project to third parties costs TOTAL reach grid parity, whereby the price of solar energy is competitive with
Brownfield TkL 10 18 o8 traditional sources of elect_rlcny, such asat_:and natural gas. Solar tec_h_nology
cost has dropped dramatically and continues to decrease. In addition, solar
Greenfield T2 - 4.9 49  energy has reached grid parity in certain parts of the world where solar
Brownfield Tk3 5.6 08 64 irradiation and electricity prices are high. As the cost of solar rieldgy

continues to decrease, new potential markets are expected to develop in areas

Total USD million 6.6 IS 14.1 o, TIEW " )
where solar electricity is prieeompetitive with other sources of energy.

fhe et 10 Exion squity contrbution shown i he last column of tne {abkSCI2Y POWET PIaTS are an important source of renewable energy. They have
below, upon financial close very low op_eratlng a_d mamtenance_ cgsts with minimal moving parts.. The
' ’ technology is essentially silent, emissifvee and scalable to meet multiple
) ) distributed power requirements. Energy generated from the sun consists of
Project  Gross NetEquity Netto  poih energy from PV cells and energy generated frewtar collectors (i.e.,

Project Costs Debt  Contribution  Etrion  harmal energy or heat).

Brownfield Tkl 166 141 19 16

Greenfield Tie 157 127 18 18 The key drivers for growth within the renewable energy sector are:

Brownfield TK3 200 170 13 7 1 Increasing global demand for energy due to population and economic
Total USD million 523 438 50 41 growth combined with finite oil and gas reserves;

1 Improvingtechnologies like storage and accelerated cost reductions for
The equity needed to build most of these Japanese backlog projects is likely torenewable energy;

be contributed throughout the construction period, typically expendeetr a
two-year construction period, rather than at the start@fnstruction The net
to Etrion equity contribution shown on the table above is net of development
fees the Company charges to the project companies for securing financing apdpojitical commitment at national and regiondévels to support the
developing theproject at NTP. development and use of renewable energy sources; and

1 Increased concern about lotgrm climate change and focus on reducing
carbon emissions from energy generation using fossil fuels;

EARLY STAGE JAPANESE PIPELINE 1 Attractive government incentives, such as FiTs, capital subsidies and tax
The Japanese Ministry of Economy, Trade and Industry (METI) reported as ofncentives in markets that have not yet reached grid parity.

August 2017 total solar projects with valid FiT agreements but not yet under

construction in the aggregate capacity of 26 GW. Manthe$e projects are

still in different stages of development and seeking development partners and

investors to carry these projects to completion.

Etrion is actively working on several opportunities in the market, leveraging its
network of developers anghartners. It is currently managing a pipeline of

approximately 200 MW of projects in different stages. Some are at very early

stages of due diligence while others are at advanced stages of negotiations. The

Company will continue to provide visibility ioidividual projects once it enters

into a binding agreement with developers and completes due diligences to

validate the interconnection agreement with the utilities, evaluate the land

rights acquisition, review status of permits and complete economicyaisl

Given the early stage nature of these projects the Company will not provide

timing status until the projects reach backlog stage. The estimated aggregate

OF LI OAlie RAaOf2aSR F2NJ GKS LALIStAYS A& YIyr3as8SySyidioa oSaid SadavylrdSax
final capacity maye adjusted based on permit restrictions, land availability

and economics.

abyF38YSyiQa 5Aa0daarzy FyR !ylfeara 14



Business Review

Continued

JAPANESE MARKET

WEHLIY A& GKS 62NX RQa GKANR fIFNBS&aiG SySNBe O2yadzySNI FyR (2RIF& A& |Y2y3
five largest solar markets in the world. The use of solar power in Japan has

accelerated since the Japanese FiT scheme for renewable energy was

introduced in July 2012 to helpfeet the loss of nuclear power caused by the

Fukushima disaster. This in turn led to most of the nation's 52 reactors being

idled due to safety concerns. While current renewable energy usage remains

low (currently 15% of total primary energy), Japan snping to accelerate

further renewable energy development. By the end of 2019, Japan is projected

to have more than 52 GW of solar capacity.

On January 22, 2015, the MET!] officially announced new rules with respect to

the FiT regime. The rules apply tew projects and were designed to

streamline the process between developers, METI and utilities. Projects with

I QOSSR SEA&GAY3 INARR O2yySOiAazy FNB yz2i FFFSOGSR® a9¢LQa YIAYy 2062801
announcing new rules was to address the increasing speculation from

developers that have been applying for the FiT but not realizing projects, and

at the same time to unblock the grid assessment applications that were put on

hold by some of the utilities facing overloaded capacity.

The Act to amend the Act on Special M@&s Concerning Procurement of
Electricity from Renewable Energy Sources by Electricity Utilities (the "FIT
Amendment Act") was promulgated on June 3, 2016. The FIT Amendment Act
makes various changes to the rules for the Japanese renewable energy feed in
tariff program including:

1 to require certain categories of projects to commence operations within
three years from 1 April 2017 (i.e. by 31 March 2020); this will likely result
in reduced FiT payment periods after such three years period,

1 to allow such projects to change their modules without triggering changes
in the FIT rate; and

9 to allow such projects to also reduce their project size by more than 20%
without triggering a FIT rate reduction.

In Japan, the new curtailment system has bée&K | y 3SR FNRBY (KS don RI & NXz S
LISNJ Fyydzyé G2 Ly K2dz2N¥ & o6F&aAad LISN Fyydzyd | yO2YLISYya IGSR OdzNXi F A f YSyYy G dzLd
on RlI&as ltyyddtte olFlaSR 2y 2ySnRI @& dzy}\iiéz gAftt 0SS OKIFy3ISR (2 dzLJ G2 ocn

annually. The hourly basis for curtailment expands the amount available for
interconnection. Furthermore, utilities may impose installation of remote
curtailment systems on PV plants.
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Financial Review

FINANCIAL RESULTS
SECOND QUARTER SELECTED FINANCIAL INFORMATION
During thesecondj dzl NI SNJ 2F nwnamy s (KS DNRdzZIQ&E LISNF2ZNXI yOS | yR NBAdzZ ( &aparSHaever)2 & A (

on a consolidated basis revenue decreased inmanison with the same period in 2017, due to the deconsolidation of the Chilean operating subsidiary, effective
September 30, 2017. Selected consolidated financial information, prepared in accordance with IFRS, is as follows:

Three months ended Sixmonths ended

USD thousands (except per share data) Q218 Q217 Q218 Q217
Revenue 6,357 7,042 9,267 12,240
Japan 6,357 5,256 9,267 7,853

Chile - 1,786 - 4,387
Gross profit 3,089 1,366 3,205 1,149
Net loss attributable to owners of Etrion (1,02) (5,866) (4,691) (12,363)
Basic and diluted loss per share:

From total results attributable to owners of Etrion $(0.003) $(0.018) $(0.014) $(0.037)
Net loss (746) (6,865 (4,599) (14,429)
Adjustments to net loss for:

Net income tax expense 442 553 737 649
Depreciation and amortization 1,929 2937 3,647 5,588
Additional termination fee 1,479 - 1,479 -
Sharebased payment expense 193 239 381 502
Net finance costs 528 5171 2,971 10,033
Other expense (income) (22) 3) 17 (32)
Income tax paid (203) (48) (607) (586)
Changes in working capital 1,965 (722) (1,255 (3,284)
Operating cash flow 5,566 1,262 2,771 (1,559)

Summarized consolidated balance sheet information, prepared in accordance with IFR8!|asvas

June 30 December3l

USD thousands 2018 2017
Non-current assets 165,818 153,751
Current assets 86,179 58,384
Total assets 251,997 212,135
Non-current liabilities 188,762 187,515
Current liabilities 56,62 14,773
Total liabilities 245,39 202,288
Net assets 6,608 9,847
Working capital 29,547 43,611

Dividends declared - -
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Financial Review

Continued

SEGMENT INFORMATION

Management considers reportable segments from a geographical perspegtidemeasures performance based on EBITDA and reviews and monitors
performance of the Group on this basis. The Company has identified one reportable segment which is solar energy Japhe.Ghifgany has determined it

has only one reportable segmentfiet Company has decided to disclose additional information about its corporate activities as it believes that this infdemation
useful for readers of the consolidated financial statements. Following the Chilean subsidiary deconsolidation in Septe@tief,30e Group does no longer
reports financial performance of the Solar Chile segment.

Segment Information Three Months Endeldine 30
Segment consolidated financial information for the three months endiee 30 prepared in accordance with IFRS, ifollsws:

Three months ended

USD thousands Q2-18 Q2-17

Solar Solar Solar

Japan Corporate Total Chile Japan Corporate Total
Revenue 6,357 - 6,357 1,786 5,256 - 7,042
Operating expenses (Opex) (1,379) - (1,379) (1,555) (1,235) - (2,790)
General and administrative (G& (104) 1,1e) (1,265) (178) (73) (2,100) (2,351)
Additional termination fee - (1,479) (1,479) - - - -
Other income (expenses) 13 8 21 (5) 1 7 3
EBITDA 4,887 (2,63R) 2,254 48 3,949 (2,093 1,904
Depreciation and amortization (1,889) (40) (1,929) (1,345) (1,543) (49) (2,937)
Finance income 5 1,427 1,432 - 79 - 79
Finance costs (930) (1,131) (2,607 (2,582) (897) (1,879) (5,358)
Loss before income tax 2,073 (2,377) (304) (3,879) 1,588 (4,021) (6,312)
Income tax (expense) recovery (237) (205) (442) - (403) (150) (553)
Net (loss) income for the period 1,836 (2,5&) (746) (3,879) 1,185 (4,171) (6,865)

Solar Japanburing @My = G KS DNRdzLJQa Wk LI yS& S af #8684 miNibnark EBI DA o#®InHighSraidredestiRg aNBatedsé at%a
and 24%, respectively, in comparison with the same period in 2017. Revamdi&BITD#Acreased driven by the additional production from the Misawa.

LY | RRA (A 2y AnefefséymeddiNyBnezatifdla risdtdmiedf $1.8 million, in comparison with the net income results df.$ millionfor the same period
in 2017. Thesecondquarter of the year is typically one withcreasedrradiation due to theend of thewinter season intie northern hemisphere.

Corporate:During @My = (G KS DNRdzLIQa O2NLI2 NI (S & Sasvsligniandh$igt Bdslofib@nlliory, @spécivalydIs compatisons | 2
with the same period in 2017, negative EBITiAeased primarilglue tothe recognition of an additional termination fee as described on 2feartially offset
by thecost reduction initiatives implemented in the last quarter of 2017 to streamline operations.

Solar Chileincome and expenses are included only inthe Geddp O2y a2f ARF G SR FAYFYyOAlf adl dSySyita dzydAat {
to control the Chilean subsidiary, in accordance with the control reassessment completed by management under the IFRS guideli
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Financial Review

Continued

Segment Information Six Month Ended June 30
Segment consolidated financial information for the six months ended June 30, prepared in accordance with IFRS, is as follows:

Six months ended

USD thousands Q2-18 Q217

Solar Solar Solar

Japan Corporate Total Chile Japan Corporate Total
Revenue 9,267 - 9,267 4,387 7,853 - 12,240
Operating expenses (Opex) (2,495) - (2,495) (3,744) (1,857) - (5,601)
General and administrative (G& (156) (2,208) (2,364) (215) (129) (4,365) (4,709)
Additional termination fee - (1,479) (1,479) - - - -
Other income (expenses) 1 (18) a7) (5) 43 (6) 32
EBITDA 6,617 (3,7C6) 2,912 423 5,910 (4,371) 1,962
Depreciation and amortization (3,567) (80) (3,647) (2,675) (2,817) (96) (5,588)
Financeéncome 5 - 5 - 91 - 91
Finance costs (1,822) (1,311) (3,133) (5,215) (1,606) (3,424) (10,245)
Loss before income tax 1,233 (5,095) (3,862) (7,467) 1,578 (7,891) (13,780)
Income tax (expense) recovery (390) (347) (737) - (358) (291) (649)
Net (loss) income for the period 843 (5,442 (4,599) (7,467) 1,220 (8,182) (24,429

Solar JapanDuringthe first half of 201& G KS DNER dzLJQa WI LI ySa s a2t ¢3MdillianSadESITIHA oBEsnylibmNIepré&entinldnhd S v dz
increase ofL8% and 12%, respectively, in comparison with the same period in 2017. Rexeth B ITDMcreased driven by the additional production from the
Misawaand Komatsisolar projecs® LYy | RRAGA2Yy S G KS DNER dzLIQiacormebf BA.9ymnBlEn 3n cantharivos yiih th&arBtynBosik réstiRk |

of $1.2 millionfor the same period in 2017.

Corporate:Duringthe second half of 200B (i KS DNER dzLJ0a O2 NLJ2 NJ G S & S Y Billich aridl & yebldsd diFR Rilliof, 3e3gediivel @S 9 .
In comparison with the same period in 2017, negative EBITDA increased primarily due to the recognition of an additiortiderfee as described on page
26, partially offset by the cost reduction initiatives implemented in the last quarter of 201{f¢araline operations.

SolarChileLy 02 YS FyR SELSyasSa FNB AyOfdRSR 2yfeé Ay (GKS DNRdJAzZLIQ& rdieGiodpicdaset ( SR
to control the Chilean subsidiary, in accordance with the control reasssgstompleted by management under the IFRS guidelines.
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Financial Review

Continued

Non-GAAPPerformance Measures

Reconciliation of adjusted net loss to net loss
USD thousands

Three months ended
Q2-18  Q2-17(%)

Six months ended
Q2-18  Q2-17(%)

Net loss
Adjustments for nonrrecurring items:

(746)  (6,865)

(4,599)  (14,429)

General and administrative expenses - 310 - 488
Additional termination fee 1,479 - 1,479 -
Write off guarantees - - - 389
Adjustments for noncash items:

Depreciation and amortization 1,929 2,937 3,647 5,588
Fair value movements (derivative financial instruments) 37 (62) 118 (69)
Sharebased payment expense 193 239 381 502

Adjusted net loss

2,82  (3,441)

1,0%  (7,531)

(1) Relates to extraordinary ambn-recurring professional fees.

Reconciliation of adjusted operating cash flows ¢éperating cash flows
USD thousands

Three months ended
Q2-18  Q2-17(%)

Six months ended
Q2-18  Q2-17(%

Operating cash flow

- Changes in working capital
- Income tax paid
Adjustedoperating cash flow

5,566 1,262
(1,965) 722
203 48
3,804 2,032

2,771 (1,559)
1,255 3,284

607 586
4,633 2,311

OF0 HnamT O2YLI NI GA@GS FAIdNBA AyOf dzRS

GKS FTAYIYyOALt
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Financial Review

Continued

Non-GAAPPerformance Measures

Reconciliation of Solar segments Adjusted EBITDA to EBITDA Three months ended Six months ended
USD thousands Q2-18  Q2-17(*) Q218 Q217
Net loss (746) (6,865) (4,599) (14,429)
Adjustments for:

Net income tax expense 442 553 737 649
Net finance costs 629 5,279 3,127 10,154
Depreciation and amortization 1,928 2,937 3,647 5,588
EBITDA 2,2%4 1,904 2,912 1,962
Adjustments for nonrecurringitems:

General and administrative expenses - 310 - 488
Additional termination fee 1,479 - 1,479 -
Write off deposits in guarantee - - - 389
Adjusted EBITDA 3,733 2,214 4,391 2,839
Plus: Corporate G&A expenses after fienurring items 1,154 1,783 2,226 3,494
Solar segments Adjusted EBITDA 4,887 3,997 6,617 6,333
Less: Solar Chile adjusted EBITDA - 48 - 423
Solar Japan Adjusted EBITDA 4,887 3,949 6,617 5,910

QUARTERLY SELECTED FINANCIAL INFORMATION
Selected consolidated financiaformation, prepared in accordance with IFRS, is as follows:

USD thousands (except per share data) Q2-18 Q1-18 Q417 Q317 Q2-17 Q117 Q416 Q316
Revenue 6,357 2,910 2,603 7,005 7,042 5,198 4,979 3,351
Japan 6,357 2,910 2,603 4,867 5,256 2,597 2,327 1,180
Chile - - - 2,138 1,786 2,601 2,652 2,171
Net (loss) income (746) (3,853) (4,225) 35,161 (6,865) (7,564) 20,981 (88,295)

Net (loss) income from continuing operations attributable to own (1,029) (3663) (4,165) 36,080 (5,865) (6,497) (5,981) (64,584
of Etrion

Net (loss) income attributable to owners of Etrion (1,029) (3663 (4,165) 36,080 (5,865) (6,497) 23,128 (61,131)
Basic and diluted loss (gain) per share:

From continuing operations attributable to owners of Etrion $(0.01) $(0.01) $(0.01) $0.11 $(0.02) $(0.02) $(0.02) $(0.20)
From total results attributable to owners of Etrion $(0.01) $(0.01) $(0.01) $0.11 $(0.02) $(0.02) $0.07 $(0.18)

Solarrelated production and revenues experience seasonality over the yeataltiee variability of daily sun hours in the summer months versus the winter
months, resulting in lower revenues in the first and fourth quarters each year. In Japan, revenues are received in Japaaresdate been translated at the
average ¥/$ exchargyrate for the corresponding period. Consequently, revenues expressed in $ may fluctuate according to exchange rat@variattok S D N2 d
O2yaz2t ARFGUSR FAYILIYyOAlLf &adGliaSYySyda I NS LINBaSyid SR AtgnaleErendyKsiti@ K. TheZongolid&ed D NB
financial statements have been prepared in accordance with IFRS.

OF0 HamMT O2YLI NI G§A@S FAIdNBA AyOf dzRS GKS FAYyEyOAlt |IIBNEgeNdosoidadwith the GidiE / 2 Y LI
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Financial Review

Continued
REVENUE OPERATING EXPENSES
Three months ended Sixmonths ended Three months endec Sixmonths ended
USD thousands Q2-18  Q2-17(%) Q2-18  Q2-17(%) USD thousands Q2-18 Q2-17(*) Q2-18 Q2-17(*%
FiT revenue 6,357 5,256 9,267 7,853 O&M costs 316 715 523 1,389
Market Price revenue - 150 - 478 Purchased power - 523 - 1,473
PPA revenue - 1,319 - 3,320 Personnel costs 269 303 512 603
Other utility income - 317 - 589 D&A 1,889 2,888 3,567 5,492
Total Revenue 6,357 7,042 9,267 12,240 Property tax 317 480 611 511
Insurance 69 141 131 261
B e et AT Lo s
period of 2017, exclusively due to the deconsolidation of Salvador, effectivéransmission cost - 195 - 611
September 30, 2017. Other expenses 163 191 238 277
DuringQ218( K S DNR dzLJoa NB @Sy dzS FNRY 4 ( a TotalOperatingexpenses 3268 5676 6,062 11,001 44

$1.1 million R1%) compared to the same period of 201d@riven by the
additional production from the Misawand Komatsusolar projects. The During the three and six months ended June 30, 2@irating expenses
reconciliation of total revenue in 18 versus Q-17 is as follows: decreased by $2.million (42%)and $5.0 million (45%jespectivelycompared
to the same period of 2017, primarily due to the deconsolidation of the Chilean
subsidiary, effective September 30, 2017, partially offset by the incremental

7 operational cost§ 2 LJSNJ (A 2 ya [|OfNE avd othef bperdting O S
. g costs) associated with the Misawad Komatsisolar projecs.
s . The chart below shows the historical operating expenses before depreciation
© and amortization over the last fivguarters including the effect of the recently
% 4 added projects in Japan.
3 7.0
S 3 6.3 3.0 120
2 25 0 100
1
2.0 80
[%2]
S
Q2-17 deciilsv;i?;:tmn Japaniis;ezr;:uctlonExchangedlferences Q2-18 515 . 60 g
Revenue M Decrease W Increase o N T
a -
1.0 40

Duringthefirsthalf of 2018(i KS DNER dzLJQa NX @Sy dzS T NI
increased by$1.4 million (184 compared to the same period of 201driven 05 20
by the additional production from the Misavwaand Komatstsolar projects.

0.0 0
AD.?USTED CONSOL!DATED EBITDA ' Q2-17 Q3-17 Q4-17 Q1-18 Q2-18
Duringthe three and six months ended June 30, 20d48justed consolidated X .
EBITDA increaseuy $1.5 million (67%) and $1.5 million (53%), respectivel Chile m=Japan MW operational

compared to the same period of 2017, mainly as a result of EBITDA being

O2yiNRo6dzi SR o6& (GKS DNRdzZLIQa WI LI ySasS az2ftI N asS3avySyd yR YIFGSNAIE NBRdAzOG A

corporate overhead, partially offset by the dewwlidation of the Chilean
subsidiaryand the recognition of the additional termination fee as disclosed on
page26.

OF0 HnamT O2YLI NI GA@GS FAIdNBA AyOf dzRS
subsidiary, PV Salvador SpA., which is no loogiesolidated with the Group.
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Financial Review

Continued
GENERAL AND ADMINISTRATIVE EXPENSES In addition, the Group recognized a deferred income tax expense of $0.1 million
Three months ended  Sixmonths ended and $0.2 million, respectively (20‘17: $0.2lran _ar_ld $0.005 million) primarily

D th d 218 21707 - due to the effect of temporary differences arising between the tax bases of
USD thousands Q Q ® Q218  Q2-17(*) assets and liabilities and their carrying amounts.
Salaries and benefits 519 781 987 1,544

. FINANCIAL POSITION

Board of director§lees 66 37 135 74 LIQUIDITY AND FINANCING
Sharebased payments 193 239 381 502
Professional fees 195 654 331 1171 CASHPOSITION
Listing and marketing 112 370 185 441 June 30 Decemberl
D&A 40 49 80 96 USD thousands 2018 2017
Office lease 73 107 153 198 Cash and cash equivalents:
Office, travel and other 108 165 192 392 Unrestricted at parent level 16,352 30,385
Write off guarantees - - - 389 Corporate bond escrow account 35,099 -
Total general and admin 1,306 2,402 2,444 4,807 Restricted at project level 15,169 12,818

Total cash and cash equivalents 66,620 43,203

During the three and six months ended June 30, 20igeneral and
administrative expenses decreased byHillion @6%)and$2.4million 49%) NRESTRICTED CASH ANALYSIS

respectively, compared to the sameperiod in 2017, primarily due t0 @ ¢ k & pNER dzLJ0& OF & K Duyie30 DL 8Aincludddj LimesBittdd S v G A
significant reduction of salary and benefit expenses due to intern@hgh of $1.5 million (December 31, 2017: $30.4 million) held at the corporate
restructuring, sharébased payments reduction due to forfeitures, and &gyel On June 15, 2018, Etrion completed the issuandd@NewBondsfor a

decrease in professional fees. total nominal amount o€40 million, and as of June 30, 2018, net cash proceeds
from this refinancing transactirowere held in an escrow account and were

NET FINANCE COSTS used to redeem the previously outstanding corporate bond on July 17, 2018.

Three months ended Sixmonths ended Unrestricted caslincreased significantlpy $1.1 million mainlyas a result of

USD thousands Q218 Q217( Q218  Q2-17(*) the New Bond ne_t cash proceeds, cash flow fro_m oper_atinm; pro_ject cash
distributions received from the Japanese operating projects, partially offset by

Interest project loans 931 3,383 1,801 6,809  the land acquisition for the Greenfield Pkproject and corporate G&A.

Interest corporate bond 989 967 1,851 1,864

The Group has a fulfiunded portfolio of operational and under construction

Fair value movements 37 (62) 118 (69) projects. In addition, the Group expects to generate sufficient operating cash
Foreign exchange flows in 2018 and beyond from its operating solar power projects to meet its
(gain) loss (1,427) 883 (798) 1,429 obligations and expects to finance the construction and/or acquisition of new
Other finance costs 99 108 155 121 projects with a combinationfocash and cash equivalents, additional corporate

. equity, assets sale or debt financing and frenourse project loans, as
Net finance cost 629 5,279 3,127 10,154  required.

During the three and six months ended June 30, 2018t finance costs RESTRICTED CASH ANALYSIS

decreased by 46 million 88%)and $7.0 million (69%}espectivelycompared June 30 December31

to the same period in 2017, mainly due to the deconsolidation of the ChileawSD thousands 2018 2017
bsidiary, effective September 30, 2017.

subsidiary, effective September Japan 15,169 12,818

Duringthe three and six months ended June 30, 20tt& Group capitalized Total restricted cash 15,169 12,818

$0.1 millionand $0.1 million, respectivel2017:$0.1 million and $0.2 millior)
of borrowing costs associated with credit facilities obtained to finance thg K § DNEP dzLIQ& OF a4 K +FJynR 300014, knclufd destdtted Sy G

construction ofthe solar power projects cash held at the project level in Japan that is restricted by the lending banks for
future repayment of interest and principal and working capital requirements
INCOME TAX EXPENSE related toeach project. Restricted cash and cash equivalents can be distributed
Three months endec ~ Sixmonthsended FTNBY G(GKS DNRdzLIQd LINReSOdGasz adomeSoOt a2
USD thousands Q218 Q217(% Q2-18 Q2-17(*) repayment of shareholder loans, payment of interest on shareholder loans or

dividend distributions. Restried cash increased by2$ million (18%) mainly

Currentincome tax expens (341) (356) (571) (644) due to operating cash flow and proceeds from the credit facilities.

Deferred tax expense (101) (197) (166) (5)
Net income tax expense (442) (553) (737) (649)

During the three and six months ended June 30, 2018, the Group recognized an

income tax expense of $0.1 million and US$0.2 million, respectively (2017: $0.2

million and $0.4 million) associated with its solar power projects in Japan and

an income tax expese of $0.2 million and $0.3 million (2017: $0.1 million and

$0.2 million) associated with its management services subsidiaries.
OF0 HamT O2YLI NI GAQBS TFTAIdNBE AyOf dzRS
subsdiary, PV Salvador SpA, which is no longer consolidated with the Group.
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Financial Review

Continued

WORKING CAPITAL All of the contractual obligations will be funded from existing cash available,

AtJune 302018, the Group had working capital &6 million @ecember31  future cash flows from operations and/or debt refinancing with no additional

2017: $43.6million). This working capital includes the fair market value ofapital investments to be made by the Group.

interest rate swap contracts that are classified as current liabilities in

accordance with IFRS but which are not expected to be settled in cash in HET EQUITY

next 12 months without replacement. Huding these derivative financial During thefirst half of 2018, the totalequity attributable to owners of the

liabilities that are not expected to be settled in the nearS NJY = (i K S CompaBydiedeased by® million from a net asset position of $9.0 million at

working capital would have beer3$.0 million. ©December31, 2017: $45.1 December31, 207, to a net assets position o6% million atJune 302018.

million). This change was primarily due to the recognition df7$million of net loss
during the period, partially offset by the cumulative foreign exchange

Atdune3@ HAaMy X (GKS DNRdzZLIQ& &y fivejeatsiantt! tfanslatior atlj@stmént @hy unredizZdthiriv&lue gains recognized within other

thereafter are as follows: NE&aSNWBSa aa20A1GSR sA0GK G(GKS DNERdzZLIQA
equity dtributable to owners of the Company dtine 302018, was negatively

usD After impacted by the cumulative fair value losses o2 #Imillion recognized within

thousands ~ 2018 2019 2020 2021 2022 5years Total 20KSNJ NBasSN®psSa GKrd NB aaz20AtdsSR

Project instruments. Excluding these faialue losses, the total equity attributable to

owners of the Company alune 30 2018, would have resulted in a net asset

loans 10,762 11,984 9,440 9,125 9,363 128,359 179,033 o -
position of $.8.0 million.

Corporate

bond 37,882 2848 2848 31,192 - - 74770

O&M

contracts 613 955 1,061 1,298 1,237 15,923 21,087

Operating

leases 948 1,053 1,063 1,063 1,053 14,593 19,753

Trade

payables 8,865 - - - - - 8,865

Total 59,070 16,840 14,402 42,668 11,653 158,875 303508
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Financial Review

Continued

BORROWINGS CORPORATE BORROWINGS
NONRECOURSE PROJECT LOANS
The following is a summary of tieNR dzLJ®ezounge2pydject loans and bond On June 15, 2018, Etrion completed tb40 million New Bondissue in the

balances: Nordic bond marketThe New Bonds have an annual interest rate of 7.25% and
June 30 December3dl @ bullet maturity in May 2021. The Company has listed the New Bonds on the
USD thousands MW Maturity 2018 2017 Frankfurt Stock Exchange Open Market and plans tthish on the Oslo Stock

Exchange within six months from the issue dateKS / 2 YLJ y& Q& K3

ShIZUKUIShI 25 December 8, 2034 57,533 59,319 ccdo YATEAR2Y Ay (KS /2YLIyeQa OdANNBYy G

Mito 9 Junes0, 2034 22240 21,993 over into the New Bonds, which is included in the issued amount, and can be

Misawa 10 June30,2036 25,915 28,415 sold at a later date if additional funding is required. In addition, on Juhe 1

Komatsu 13 December 8, 20% 34367 29,286 2018, Etrion cancellee2.8 million of the previously issued corporate bond to
bondholders that accepted to retiver into the New Bonds.

Total 140055 139,013

¢tKS ySi LINRPOSSRa FNRY (G(KS bSg .2yRE ¢
JAPANESE PROJECTS o existinge40 million senior securetionds that pay 8.0% annual interest and
ThenorN5 O2 dZNA S LINP2SOu f2kya 20 01 AY SRatufelin Apkl$010.NIRZ(RiRg BihdsIvefeSdlfed fordz@derptioh linNA $
i2 FAYLYyOS (KS O2yaiNHz0GA2y O2ad& adbrddhde ithBhbiBaizhd@ith pritd did0¥osof par pliabctudlinkdfedt St L
mature between 2034 and 2036 and bear annual interest rates of Tokygere redeemed on 17 July 2018.
LYGSNDBIY] hFFSHNSERE ded (IS SIGNEAYWNI yIAYI FNBY mMoM: (2 mom:d ¢KS
Japanese nonecourse project loans are 90% hedged through interest ratat June 30, 2018, the Group hado 0 ® T oyyxg i AZ2® GKS [ 2YL} Yy
swap contracts during the operational period at an interest rate ranging from ¥ ¢ ¢ @ oof theNéwf Rindsybutstanding. The bosavere issued by the
1.72% to 3.13% aih. At June 30 2018, the fair value fothe nonrecourse Company indune2018 at 7.25% annual interest with 8-year maturity_ The
project loans approximated their carrying values as the loans bear floatiggrrying amount of theNew Bonds as at June 30, 2018, includi accrued
interest rates. All the Japanese interest rate swap contracts qualified for hedggerest net of transaction costs, wa8%3 million December31, 2077 $nil).
accounting atiune 302018, and December 31, 2017. In addition,ii KS D N2 6Ailkoh(Retoftbe/ 2 Y LI y & Qs TK % fcRbloy

B ~ million) of the previouscorporate bonds outstandinglhe carrylng amount of

During the six months ende Wdzy' S onf Hnmy I GKS DNB gaiedcobratdband ds %t 18ndz808 JotBAikiciNdIng dccrued interest
with solar power projects under construction drew down a total of ¥491 millioRet of transaction costs, was3$.4million December31, 20T7: $40.7 million).
($46 million) and ¥35 million ($O3 million) under the senior financing{he previous bonslwere redeemed on July 17, 2018he 2014 bonds were
agreements and under the VAT credit facility, respety (2017: ¥2,374 million redeemed at 101% of par plus aced interestfor a total net amount o£31.8
and ¥267 million, respectively). At June 30, 2018, the combined undrawn gr@slion ($37.2 million).
amount under all the Japanese credit facilities amounted to ¥nil (2017: ¥3,433
million ($30.6 million). At June 30, 2018, the fair value of thenrecourse TheNew Bondsgreement includes a call option that allows the Company to
project loans approximated their carrying values as the loans bear floatipgdeem the bondearly (intheir entirety) at any time at a specified percentage
interest rates. All the Japanese interest rate swap contracts qualified for hedgger the par valueAt June 8, 2018, no separate amount was recognised in
accounting at June 30, 2018, and December 31, 2017 relation to this call optioras it was deemed to be out -the-money. The

previous bondthatwereredeemed on July 17, 2018, also included a call option
AtJune 302018 and December 32017, the Group was not in breach of anythat was deemed to be ithe-money as of June3 2018 At June 302018 and
of the imposed operational and financial covenants associated with itSecember 31, 2017, the Group was not in breach of any of the imposed
Japanese project loans. operational and financial covenants associated with its corporate borrowings.

Etrioncompleted the
refinancing ofits corporate
bondsin order to extend
the maturity and reduce th
Interest rate. The bonds
received strong demand
from Nordic investors with
positive validation for our
strategy to focus on Japan
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Financial Review

Continued

NET DEBT RECONCILIATION

¢ KS D N#jukzrednat debt position on a cash basis, (excluding-cash

items and VAT facilities) is as follows:

June 30 December3l

USD thousands 2018 2017

Total borrowings as per IFRS 214,825 179,701
VAT facilities (2,798) (2,441)
Accrued interest (664) (620)
Transaction costs 3,274 2,736
Adjusted borrowings 214,637 179,376
Cash and cash equivalents (66,620) (43,203)
Adjusted consolidated net debt 148,017 136,173
Adjusted corporate net debt 23,334 10,110

¢KS DNRdzZLIQa O2yazf ARl (@difirsyhdlfiof RBmn G
comparison withDecember31, 207, mainly dueto additional funds drawn
from the SMTB credit facilities to fund the construction costs of Komatgl

the issuance of the New Bosad

OUTSTANDING SHARE DATA
At the date of this MD&A, the Company had 334,094,324 common shar&®DITIONAL TERMINATION FEE
(August7, 2017: 334,094,324) arekrooptions to acquire common shares of puring Q218, a Chilean arbitration court ruled against one of the Guifua

the CompanyAugust7, 2017:1,161,000) issued and outstanding.

OFFBALANCE SHEET ARRANGEMENTS
The Group had no cffalance sheet aemgements atJune 30 2018, and
December 31, 2017.

CAPITAL INVESTMENTS

The Group plans to allocate its unrestricted cash by prioritizing the Japanese
market. Based on the current status, the Company does not anticipate
beginning construction of its Japasebacklog project until late 2018.

The equity needs to build the Japanese backlog project are likely to be
contributed throughout the construction period, rather than at start of
construction

The Group will finance the development and/or construction costs associated
with its projects under development, as well as new projects, with a
combination of cash and cash equivalents, additional corporate debt or equity
financing and nofrecourse projetloans, as required.

CONTINGENCIES _ _
on XugiidS10, 2618, the @PblipYreteived a litigation notice from a former

employee alleging unreconciled labbkBt  § SR RAFFSNSy OSaod

directors believe the claim is without merit, and the Group intends to
vigorously defend itself. Given the stage of the legal process, the Company is
unable to make a reliable estimate of the financial effects of the litigation.

Chilean subsidiaries and ordered an additional $1.5 million termination fee

LI eaySyid G2 2yS 2F (KS adzoaARAI NBEQA & dz

In addition, the Company maintains the 2014 Restricted Share Unit Plé}j’ayment is due since there is no appeal recourse. As of June 30, 2018, the
pursuant to which employees, consultants, directors and officers of the Groutyoup has recognized aquision for the full amount of the claim and it is
may be awarded RSUs. The RSUs have a contractual term of four years ang@&nted as part of the consolidated general and administrative expenses,
subject to certain timebased conditions and icertain cases are also subject to under the corporate segmenfThe Companis in the process of negotiating a
performancebased vesting conditions. At the date of this MD&A, the Compamnytually agreeablesettlement amount

had 22,424,433 RSUs outstanding of which 22,099,727 are performance based.

al yl3sSySyiQa

5Aa0daarzy | yR
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FinanciaReview

Continued

CRITICAL ACCOUNTING POLICIES AND ESTIMATES Classification of financial instrumentfRS 9 introduces a new model for
Ly O2yyS0OiAz2y sAGK (GKS LINBLI NI A 2 yclagiyingfifatcial/agsefd Fhy @dassiicatd2 of fidahgial Sdets depeyids arttie R
AYGSNAY TFAYLFYOALt aGrasSySyiaas GKBAYHZFOWN Y& @& a Sl ga 3IG2SiyNil O Sl A (V& B8 6 H4
assumptions and estimates about future events applied judgments that model for managing the financial assets. The classification and measurement
affect the reported values of assets, liabilities, revenues, expenses and relatddinancial liabilities under IFRS 9 remains the same as in IAS 39 except where
disclosures. These assumptions, estimates and judgments are based amrentity has chosen to measure a financial liability at fair value with changes
KAZG2NRAROIf SELISNASYOSs OdaNNByld { NBinbugk profit yind losa. Etidd Mentified @gifilaNdal asséd uiider thi sSopé o Y L
managenent believes to be relevant at the time the consolidated financialFRS 9 and have run them through the classification principles of the standard
A0 38SYSyida INB LINBLI NSR® hy | NX dinzrderNd assesa theichntractéaScash floW chargodestics (SPPY/tesH &nd By (
reviews the accounting policies, assumptions, estimates and judgments iteentify the applicable business model. As a result of this assessment the
ensure that the consolidated financial statermte are presented fairly in financial assets of the Company will be classified under amortized costs and fair
accordance with IFRS. However, because future events and their effects canvatie through profit and loss.
be determined with certainty, actual results could differ from these
assumptions and estimates, and such differences could be material. Impairment of financial assett*RS 9 establishes a new model for recognition
and measurement of impairments in loans and receivables that are measured
There has beeno change to the critical accounting estimates and assumptiorsg Amortized Cost or FVQCthe soOl f f SR 4 SELISOG SR ONBK
dzZASR Ay GKS LINBLINIGAZ2Y 2F (KS |/ 2EXpeltey erédi los€ed stR@lguiatedby: (a igentiyind sReénariGsRn whighiaS N
financial statements for the threand sixmonths endedJune 302018, from loan or receivable defaults; Jtestimating the cash shortfall that would be
those disclosed in the notes to the Comp&ng O2y & 2 A R ificBried inTedck scgh&ib if & default were to happen; (c) multiplying that loss
statements for the year ended December 31, 2017, except for the adoption by the probability of the default happening; and (d) summing the results of all
new standards effective as of Janudry2018, as follows: such possible default events. Because every laad receivable has at least
some probability of defaulting in the future, every loan or receivable has an
IFRS 15, Revenue from contracts with custoniEis standard deals with expected credit loss associated with ifrom the moment of its origination or
revenue recognition iad establishes principles for reporting useful informationt Olj dZA 8A GA 2y ® 9GNA 2y Q& | OO2 dzy ltdcityMB OS A ¢
to users of financial statements about the nature, amount, timing andapan have a 30 days payment terms and none of the operating Japanese
dzy OSNIit Ayde 2F NBGSydzS | yR Ol aK ¥ fesitiesihate Mdpaiidngezny Payievt délays sifey theififs@irRdice Wag igsiadd C
customers. Revenue is recognised when a custoobéains control of a good Based on past experience and also based on future expectations and credit
or service and thus has the ability to direct the use and obtain the benefits frorating of the counteparties (Japanese utilities) no calculation or assessment of
the good or service. The standard replaces IAS 18 Revenue and IASnidhirment losses is required as of the adoption date.
Construction Contracts and related interpretations.
RELATED PARTIES
IFRS 15 assessmefiheGroup has completed the assessment and full impad€ 2 NJ G KS LJdzN1J2&dSa 2F LINBLI NAy3d GKS /[ 2Y
of IFRS 15 and has adopted this standard in the accounting period beginnindinancial statements, parties are consideredite related if one party has the
WE ydzZd NBE MZ Hamy®d 9UNR2YQa &2f | NI ladligy Sonebnttd the\othet parttyNBdRrdatdifiary $dntfol) dr NBnO paitgcan 6 K
measured based on kWh. The selling price of eleityris also calculated with exercise significant influence over the other party in making financial and
reference to kWh and the single performance obligation is to deliver kKWh @ LISNI G A2yt RSOA&AA2Yy&ad ¢KS [/ 2 Yamllyy & Qa
electricity produced in the measuring point of the electricity grid. Thereforayhich collectively owns directly and through various investment trust
revenue is recognized when the performance obligation is satisfied i§hi approximately 362 2F GKS /2YLIFkyeQa O0O2YY2y &K
overtime, when electricity produced is measured by the meters and therefoig NI y al Ot A2ya N8B YIRS 2y GSN¥a Sljdz gl
the Company will use the right to invoice practical expedient as per IFRS 15.Bib8is.
The IFRS 15 right to invoice practical expedient method is not different from
i KS / 2 Ydchbustingalicids currently in place. The related party transacA 2y a8 RA &0t 2aSR Ay GKS y;
condensed consolidated interim financial statements for the thee®l six
IFRS 15 transitiohe Company has elected to use the modified retrospectiveonths endedlune 302018, are summarized below.
method to all contracts with customers. In practice, the IFRS 15 revenue
recognition requirements have no effect on timing or amount@fenue and RELATED PARTY TRANSACTIONS
cash flows arising from contracts with customers, because of the-fixee LUNDIN PETROLEUM AB AND SUBSIDIARIES
long term contracts with the power utilities in Japan. The IFRS 15 adoption idge Group receives pfessional services from Lundin Petroleum AB and from
y2 ljdzr yiAGrGABS AYLI OG Ay GKS [ 2YLindheSarsicestBVyd wheliried sulsidiaryi od YuSdjhPatroleuyi AB ok S NJ
there is noimpact on the accumulated deficit balance. market and investor relation activities in Sweden and general and
administrative expenses, respectively. Durings 13 and the fist half of 2018
IFRS 9, Financial Instrumenffhis standard addresses the classificationthe Group incurred general and administrative expenses ofh®fisand and
measurement and recognition of financial assets and liabilities, replacing IAS$% thousand, respective{2017: $0thousand and $®housand, respectively,
Financial Instruments: Recognition and Measurement. &gement expects from Lundin Petroleum AB and its subsidiaryJéne 302018, the Group had
LCcw{ & G2 FFFSOG GKS /2YLI yASaQ K IRiASsat(Dedentmf 3 A2¢17: ShadeEnd Qutstandidg inlrejation tOResdl N2
Group has completed the process of evaluating the impact of the IFRS 9 on éxpenses.
financial statements and on its internal controls and has adopted this standard
on Jawuary 1, 2018. The new accounting policies based on IFRS 9 will be apaligt!DIN FAMILY
from January 1, 2018 and, in accordance with the transitional provisions in IHR8ing Q218 and first half of 208, the Group recognized1$ thousandand
9, comparative figures will not be not restated. Etrion will adopt IFRS $21 thousand(2017: $02 million and $01 million) of interestexpense, and
retrospectively with trangion adjustments recognized through equity as atrecognized $lthousandand $2thousand, respectively2017: $24 thousand
January 1, 2018, except for the hedge accounting provisions of IFRS 9, whiuth $10 thousandl of transaction costs associated with the portion of the
were applied prospectively effective January 1, 2018. The adoption of IFR&#porate bonds held by investment companies associated with the Lundin
did not result in any transition adjustments beinecognized as at January 1, family.
2018.
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LUNDIN SA During 2017, the Group recognized finance income of $0.3 million associated
During Q218 and the first half of 208, the Group recognized $3housand with the fair value of the corporate bond call option, whislasconsidered an
and $6 thousand, respectivelf2017: $30thousandand $60thousand under embedded derivative in the debt contract and deemed to b¢he-money as
the service agreement with Lundin SA to make available fully staffed antlithe end of 2017During thethree and six months ended June 2018, the
equipped premises to serve members of its Bbaf Directors. The contractis Group recognized a fair value loss of4$thousand and $125 thousand
renewed automatically, unless terminated by either party. respectivelyassociated with the change in the fair value of the corporate bond
call option.
KEY MANAGEMENT PERSONNEL
Key management personnel are those persons having authority afdhe Group enters into interest rate swap contracts in order to hedge against
responsibility for planning, directing and coalling the activities of the Group, 4§ KS NA a1 2F @I NAF GA2y & Ay (GKS DNERdzLIQ:
directly or indirectly. The key management of the Group includes members i@ftes on its na-recourse project loans in Japan. The fair value of these interest
the Board of Directors, the Chief Executive Officer, Marco A. Northland and tfae swap contracts is calculated as the present value of the estimated future
Chief Financial Officer, Christian Lacueva. cash flows, using the notional amount to maturity as per the interest rate swap
contracts, the observable TR interest rate forward yield curves and an
During Q218 and the first half of 208, the Group recognized $0.4 million and appropriate discount factor.
$0.8 million (20Z: $04 million and $08 million) within general and
administrative expenses associated with the remuneration of key managemenhhe fair market value of the interest rate swap contractsJahe 30 2018,
personnel, related to salaries and shaerm bendits, pension costs, fees paid decreased to a liability position of9$9 million (2017: $10.2 million) due to a
to the Board of Directors and shabased payment expenses. At June 30, 201%ecrease in the forecésd TIBOR curve in comparison with December 31, 2017.
the Group had $ nil outstanding to key management personnel (December 3tJune3@ HAMy X YR 5SOSY0oSNI omZ HamTZI | §

2016: $0.5 million). instruments qualified for hedge accounting with fair value movements
accounted for within equity, except for the inefféet portion that is recorded
FINANCIAL RISK MANAGEMENT in to finance income/costs.

The Group is exposed towariety of financial risks relating to its operations.

These risks include market risk (including currency risk, interest rate risk aRt5KS AND UNCERTAINTIES

St SOGNROAGE LINAOS NR&alus ONBRAG NORS DNERIZLIGE| dzAOUAMIZEA (1NIS& ] S E CIRfiBaScRINiEkslzlID & |
management procedures focus on the pradictability of financial markets, I YR dzy OSNI I Ay iA Sa GKIG O2dzZ R KtefhS | Y
specifically changes in foreign exchange rates and interest rates, and seelpédformance ad could cause actual results to differ materially from expected
YAYAYAT S LRGSYGALE | ROSNBRS ST7FS0I0 sandzhistoricak Ssuld. NCRraEhIOf Such riské larg Gigclissed hdBWIF@ Iddorg” O
Group seeks to minimize the effects of these risks by usinyatere financial RS Af SR RA&OdzaaAizy 2F NRal FFHOG2NR |
instruments to hedge interest rate risk exposures through interest rate swadpformation Form for the year eted December 31, 2017, which has been filed
contracts. However, the Group has not entered into any foreign exchangerdtey’ {95! w Yy R A& | @FAtFo6tS dzy RSNI 9 i NJ
KSR3ISa Fa Y2y SOaFNE aa8Sda FyR fAl rAtyr BSYSByKSThR ©®& NNKSRDRHzizLIRE & KD a/A RX L
pimeNA t &8 KStR Ay GKS AYRAQGARdzZ f & dzo thd ARudlit-CHdnSiteQunderdayliCids apprived by dBIdN®S ¢f Oiks@Ghed L v
the Group is directly exposed to inflation in Japan, as the FiT contracts are Batard of Directors also oversees and provides assistance with the overall risk
inflation-adjusted, but some of the operating costs will be impacted by inflatiomanagement strategy and mitigation plan of the Group.

if it increass or decreases in the future.

¢KS /2YLIlyeQa YIyFr3asSySyd OFNNRARSE 2dzi NR&a] YIFyF3SySyid LINROSRdA:INXa 6A0GK
guidance from the Audit Committee and Board of Directors. Refer to the

[/ 2YLI yeQa | dzRAGSR O2yaz2tARFGSR FAYylLYyOAlLf &dlaSySyida F2N G4KS &SN SyR
December 31 nmMT X F2NJ FANIKSN) RSGFAta NBEFGAYy3 G2 GKS DNRdAzLIQa FAYFYyOALFf NAa
management.

DERIVATIVE FINANCIAL INSTRUMENTS

I AdzYYI NE 2F (GKS DNRdzLJQa RSNAGlI GABS FAYFYOALfT AyaiNdzySyida Aa Fa F2ftf25:
June 30 December3l

USD thousands 2018 2017

Derivative financialassets:

Corporate bond call option 194 319
Total derivative financial assets 194 319

Derivative financial liabilities:
Interest rate swap contracts

Current portion 1,478 1,444
Non-current portion 8,450 8,788
Total derivative financialnstruments 9,928 10,232
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Risks and Uncertainties

FINANCIAL RISKS NONFINANCIAL RISKS
DEBT AND EQUITY FINANCING LICENCES AND PERMITS
¢KS DNRdzLIQ&d FyGdAOALI G§SR INRPSIK ' YRERSIDN2IONEG 2OSNPEKERABA oMH It dZARNGRIS f R O+
DNR dzZLJQa | oAfAGe G2 aSOdNB F RRAGA 2 ygbvernnieay hughGrilieg Ihat cakedsBifest tS tharfes &n réghlgfibny’ddd v 3
debt, and/or nonrecourse project loans). The Group cah be certain that operating circumstances. There is no assurance that the Group will be able to
financing will be available when needed, and, as a result, the Group may nessain all the necessy licenses and permits required to develop future
G2 RSt @& RAAONBGAZ2Y I NEB SELISY RA (i dzkBeivable eéngtgy prajeRts. (At tBeydate ofi thi$ MDRAI dHel®ést off tied S
indebtedness from time to time could impair its ability to obtain additional 2 YLIJ y&e Q& (1y2¢f SR3ISx ff ySOSaal NB f A
financingand to take advantage of business opportunities as they arise. Failui@ projects already built and under construction, and Beoup is complying
to comply with facility covenants and obligations could also expose the Groupall material respects with the terms of such licenses and permits.
to the risk of seizure or forced sale of some or all of its assets.

GOVERNMENTAL REGULATION
CAPITAL REQUIREMENTS AND LIQUIDITY The renewable energy sector is subject to extensive government regulation.
Although the Group is currently generating significant cash flows from iEhese regulations are subject to change based on current andefetonomic
operational projects, the construction and acquisition of additional projects wilind political conditions. The implementation of new regulations or the
require significant external funding. Failure to obtain financing on a timely basmodification of existing regulations affecting the industries in which the Group
could cause the Bup to miss certain business opportunities, reduce ooperates could lead to delays in the construction or development of additional
terminate its operations or forfeit its direct or indirect interest in certainsolar power pojects and/or adversely impair its ability to acquire and develop
projects. There is no assurance that debt and/or equity financing, or casbonomic projects, generate adequate internal returns from operating projects
generated from operations, will be available sufficient to meet these and continue operating in current markets. Specifically, reductions in the FiT
requirements or for other corporate purposes, or, if debt and/or equitypayable to the Group on its exiisg solar power projects in Italy and Japan as
financing is available, that it will be available on terms acceptable to the Groupell as other legislative or regulatory changes could impact the profitability of
The inability of the Group to access sufficient capital for its operatiandd G KS DNR dzZLJQa a2t I NJ L2 g SN LINe2SOGao

KIgS + YFGSNALFE AYLIOG 2y GKS DNRdzZLJIQa o6dzAAYySadd Y2RStE I FTAYFYyOALFf LI2arda
performance. COMPETITION

The renewable energy industry is extremely competitive and many of the
MARKET RISKS D N2 dzbdfpetitors have greater financial and operational resources. There is

The Group is exposed to financial risks such as interest rate risk, foremgnassurance that the Group will be able to acquire new renewable energy
currency risk, electricity price risk and thitdl NIi @ ONXBRA G NRABRB2 $EBa / W LR NRAKI (G2 3INBS Ay | 002 NRI
management seeks to minimize the effects of interest rate risk by usir@roup also competes in securing the gmuent necessary for the construction

derivative financial instrmnents to hedge risk exposures. of solar energy projects. Equipment and other materials necessary to construct
production and transmission facilities may be in short supply, causing project
COST UNCERTAINTY delays or cost fluctuations.

¢KS DNRdzLIQa OdzNNBY (i YR FdzidzNB 2LISN} GA2ya | NS SELIRZ&aASR G2 O02ad Ff dzOG dz G A

other unanticipated expenditures that could have a material impact on theRICES AND MARKETS FOR EIHTYRI

DNR dzLJQ& FAYF yOALf LISNF2NYIyOSo The Group is not exposed to significant electricity market price risk as the
revenues generated by its operating solar power projects in Japan were
secured by longerm contracts based on a FiT.

INTERNATIONAL OPERATIONS

Renewable energy developmergnd production activities are subject to
significant political and economic uncertainties that may adversely affect the
DNR dzZLJQ& LISNF2NXIFyOSad | yOSNIIIAyGASa A
possibility of expropriation, nationalization, renegotiation nullification of

existing or future FiTs/PPAs, a change in renewable energy pricing policies and

a change in taxation policies or the regulatory environment in the jurisdictions

in which the Group operates. These uncertainties, all of which are beyond the
DNER dzLJQa O2y iNBf3> O2dzZ R KIF@&S | YIGSNAL
position and operating performance. In addition, if legal disputes arise relating

G2 Fye 2F GKS DNRdzZLJQa 2LISNI GA2yaxr GKS
litigation within the jurisdiction in which it operates.

Reliance on Contractors and Key Employees

The ability of the Company to conduct its operations is highly dependent on the
availability of skilled workers. The labor force in many parts of the world is
unionized- yR LI2f AGAOAT SRE I yR (KS DNRdzZLIQ&
and other disruptions. In addition, the success of the Company is largely
dependent upon the performance of its management and key employees.
There is a risk that the departure of any meer of management or any key
SyYLi 28S8SS O02dd R KIFI@S + YFIGSNALFE | ROSN
business model relies on qualified and experienced contractors to design,
construct and operate its renewable energy projects. There is a risk that such
contractors are not available or that the price for their services impairs the
SO02y2YA0 OAlLoAftAlGe 2F G(KS DNRdAZIQE LINE
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Other Disclosures

ETRION OUTLOOK AND GUIDANCE All such forwardooking information is based on certain assumptions and

On March 13, 2018, Etrion issued a revenue and pré@al EBITDA forecast analyses made by the Company in tigl its experience and perception of

for the fiscal year endinfpecember 31, 28 The Group has reviewed the historical trends, current conditions and expected future developments, as well

LINBOA2dzat & NBftSFaSR 3IdARIYyOS Ay f ksbker fadkos thé GoBipary K& & ardrabpfdpriate D the d8dFstant¥sl Iy O

have concluded that at this sg& there is no basis to modify the guidance foraddition to the assumptions set out elsewhere in this MD&#ch assumptions

the full year. The Group will continue to reassess its guidance and will make amglude, but are not limited to: the ability of the Group to obtain the required

adjustments and disclosures as may be warranted. permits in a timely fashion and project and debt financing on economic terms
and/or in accordance with its expectations; the ability of the Group to idgntif

DISCLOSURE CONTROLS AND INTERNAL CONTROL OVER FINANCIAland acquire additional solar power projects, and assumptions relating to

REPORTING YEyEF3SySyioa aasSaayvySyid 2F¥ GKS AvyLl Od

In accor@nce with National Instrument 5209 Certification of Disclosures in foregoing factors, assumptions and risks are not exhaustive and are further

LAadzSNE !'yydzZdf FyR LYGSNRAY CAf Ay3RAADKE &/SRY LYY sechamiaRryanSEtoYRead SndkoSeEiiblic F T A

Chief Financial Officer are required to: disclosure available on SEDAR at www.sedar.com. Actual results, performance
1 design or supervise the design and evaluate the effectiveness @f th& dzL 3 d@chievements could differ materially from those expressed in, or implied by,
disclosure controls and procedure®C&FR); and such forwardlooking information and, accordingly, nosasance can be given

. . . . that any of the events anticipated by the forwalabking information will
1 design or supervise the design and evaluate the effectiveness &f thé& dz"‘?%ﬁspire or occur, or if any of them do so, what benefits will be derived

internal controls over financial reportingiCFR). therefrom. Investors should not place undue reliance on forwaaking

§ /2YLIyeQa / KAST 9ESOdz A &Svemd T Nfeydaion Exeept g5 requited by dayvyGlrignipas pot intand to apglalg ok

SYGATASR bye YFGSNRAEE 6SI1ySaa argvisgarydorvgidaekiogjofarmagion gvpether s resyit of gey information,
future events or otherwise. The information contained in this MD&A is

CAUTIONARY STATEMENT REGARDING FORWARMNG INFORMATION expressly qualified by this cautionary statent.

Forwardlooking information and statements are included throughout this

MDG&A and include, but are not limited to, statementsth respect to: the ADDITIONAL INFORMATION

DNR dzLJQ& LX I ya F2NJ Fdzi dzNB INR 6 (G K | yARditipnglgiafermation Sregardingd e, Gamipanyg aincliging gts ¢drugt 3 =

limited to, expectations relating to the timing of the development, constructiodfiformation Form, may be found on the SEDAR website at www.sedar.com or

permitting, licensing, financing operation and electricity productiorthesase 0 DAaAruAyd UKSww2eribdcofed Qa 4So6aius |d

may be, of its future solar power plants in Japan); expectations relating to

future solar energy production and the means by which, and to whom, such

future solar energy will be sold; the need for, and amount of, additional capital

to fund the cormstruction or acquisition of new projects and the expected

sources of such capital; and expectations relating to grid parity. The above

constitute forwardlooking information, within the meaning of applicable

Canadian securities legislation, which involviegs, uncertainties and factors

that could cause actual results or events to differ materially from current

expectations, including, without limitation: risks associated with operating

exclusively in foreign jurisdictions; risks associated with the reégula

frameworks in the jurisdictions in which the Company operates, or expects to

operate, including the possibility of changes thereto; uncertainties with respect

to the identification and availability of suitable additional renewable energy
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to negotiate PPAs with industrial energy users; uncertainties relating to the

availability and costs of financing needed in the future; the risk that the
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earnings at the levels expected; the risk that the construction or operating costs
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respect to the receipt or timing of all applicable pétsnfor the development

of projects; the impact of general economic conditions and waride industry

conditions in the jurisdictions and industries in which the Group operates; risks

inherent in the ability of the Group to generate sufficient cash floanf

operations to meet current and future obligations; stock market volatility; and
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