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Born into a poor family and then orphaned, Gabrielle

‘Coco’ Chanel is amongst the most successful
entrepreneurs in history. Coco Chanel began her career
by designing hats and in a short time became a household
name amongst Parisian high society. She became not
only one of the best fashion designers, but a part of high
society herself.

Coco Chanel shaped her business with a view to
inspire the fashion sector rather than merely designing
clothes. Thus she became the only fashion icon in Time
Magazine’s list of “The Most Important 100 People of the

Century”.



SUSTAINABILITY

OUR MOST VALUABLE CAPITAL IS OUR
HUMAN RESOURCES...

Kazanci
Holding’s human

resources
practices
ensure that the
organization’s
structure retains

its dynamism

in line with

the Holding’s
strategic plans
and aims, and
remains ready
for competition.
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Embracing the perspective that “our most
valuable capital is our human resources” is
the foundation of Kazanci Holding’s Human
Resources Policy. The main objectives

of Kazanci Holding’s human resources

activities are as follows:

« Setting a best practice in human
resources practices in the sector,

» Managing all aspects of processes
relating to human resources effectively,
in order to create competitive
advantage,

« Forming the organizational structure
of all companies with individuals who
are team players, open to change,
productive, dynamic, and well-suited to
our corporate values,

« To enhance performance by
coordination and providing performance
support.

The Group’s human resources practices
ensure that the organization’s structure
retains its dynamism in line with the
Holding’s strategic plans and aims, and
remains ready for competition.

Kazanci Holding places great importance
on a sustainable human resources
structure in the name of fulfilling its

long term aims, and its HR policies are
designed for constant improvement of the
department’s capabilities, and amended in
line with long-term company aims.

Kazanci Holding aims to become the
“employer of choice among development-
oriented and productive professionals” in
the sector.

Core values that form Kazanci Holding’s
approach to human resources are:

« The right person for the right job,

« Management of diversity,

« Equal opportunities,

- Personal and professional development.

The Human Resources Directorate
provides support with employee selection
and placement, salaries and benefits,
training-development and the running

of organizational processes through a
centralized human resources structure to
all Group companies operating under six
different business lines.

Kazanci Holding Human Resources works
to ensure that Group companies are

ready for the present and the future, by
adopting the right strategies best suited to
their respective organizational structures.
The basis of Kazanci Holding’s Human
Resources activities consists of an accurate
understanding of the human resources
needs of employees, and meeting these
needs with the most appropriate and
efficient solutions.

Kazanci Holding’s total workforce rose
from 5,781 as of December 31, 2016 to
7,538 employees as at late 2017.

Human Resources Activities and
Employee Satisfaction

Kazanci Holding employees are open to
change and innovation, dynamic, aware

of venues of improvement to themselves
and their job, and members of a team in
which constant development and creativity
is sustained, efforts are rewarded, and
successes congratulated.



Employee satisfaction and a sense of
belonging are permanent fixtures of
Kazanci Holding’s human resources
vision. To this end, the group continues
to develop and implement the necessary
policies to increase employee loyalty.

Kazanci Holding regards the diversity

of its human resource as a valuable

part of its organizational structure and

a fundamental feature of its intellectual
capital. Throughout all processes and
practices of the human resources policy,
the aim is to provide employees with equal
opportunities, and the Group is firmly
against discrimination based on race,
religion, language, gender, and sexual
orientation. Kazanci Holding embraces
universally accepted human rights ideals,
and it is against child labor and forced
labor.

Kazanci Holding’s human resources
practices allow the Group to provide its
employees with fast and efficient support,
and play a huge part in increasing the
productivity and performance of different
units.

Kazanci Holding places great importance
on employee satisfaction, and to this end
provides certain benefits by business
partnerships to provide discounts within
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the Group. Cookshop, one of the Group’s
brands, and hotels operated by

Aksa Tourism provide all Holding
employees with discounts. Additionally,
agreements are underway with various
institutions in the healthcare, education,
and similar sectors.

The human resources vision for 2017 and
beyond is more target-based, and plans
include establishing performance criteria
and putting the process into action.

In terms of training, plans are underway
to offer courses that would contribute

to employees’ self-improvement by
aiding both personal and professional
development, thus creating a

self-aware work force.

Occupational Health and Safety

Kazanci Holding’s Occupational Health
and Safety (OHS) policy was developed to
raise awareness amongst the workforce
and to ensure workplace safety. Each year,
the group continues to offer workplace
health and safety courses in the regions it
operates and at the head office.

In 2017, the following courses were offered
at the head office:

« Emergency drills

« Regular health screenings

« OHS training

Group Subject Number of Training

Attendees Hours
HOLDING OHS 103 488
HOLDING DATA SECURITY 209 209
NATURAL GAS OHS 2,276 36,742
NATURAL GAS PROFESSIONAL COMPETENCE 877 8,645
ENERGY OHS 298 7,014
ENERGY PROFESSIONAL COMPETENCE 5,944 850

& TECHNICAL

ELECTRICITY OHS 2,092 36,760
ELECTRICITY PROFESSIONAL COMPETENCE 345 29,430
ZE\KIVIESATION TECHNICAL 357 6,959
Total 12,787 128,733

Kazanci
Holding regards
the diversity
of its human
resources as

a valuable
part of its
organizational
structure and
a fundamental
feature of its
intellectual

capital.
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7538

NUMBER OF EMPLOYEES

Kazanci Holding
aims to be an
employer that
is focused on
development
and become
the most
popular choice
for productive
professionals in
its sector.
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SUSTAINABILITY

ENVIRONMENTAL POLICIES IN GLOBAL STANDARDS...

Aksa Natural
Gas regards
the protection
of the
environment as

the prerequisite

of sustainable
development,
and works to
minimize the
environmental
effects of its
operations and
to contribute to

the protection
of the
environment.
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Kazanci Holding places great importance
on the protection of the environment for
all its investments; it embraces a vision
compliant with global standards for its
environmental policy and implements this
approach through holistic and modern
practices.

Respecting nature forms all of Kazanci
Group’s activities. The Group participates
in exemplary practices and projects on
issues that are vital to a sustainable

earth, such as the sustainability of natural
resources, cutting waste down to the bare
minimum, and preventing soil, air, and
water pollution.

AKSA NATURAL GAS AND
THE ENVIRONMENT

Aksa Natural Gas’s Environmental Policy
The switch from coal to natural gas in the
distribution regions of Aksa Natural Gas
helped reduce carbon emissions by

6 million tons in 2017 alone. This is equal
to the amount of carbon dioxide cleansed
from the environment within a year by a
forest equivalent in size to the city of Rize
(approximately 260 million adult trees), and
shows clearly how significant the benefits
are.

Aksa Natural Gas regards the protection
of the environment as the prerequisite
of sustainable development, and works
to minimize the environmental effects of
its operations and to contribute to the
protection of the environment. In line with
this vision, the Company has formulated
an environmental policy based on the
following principles:

« Safely minimizing the environmental
footprint of its operations and
cooperating in a cohesive manner
with all stakeholders, leaving behind
a habitable environment for future
generations,

« Aiming for constant development
in line with the requisites of related
environmental regulations and compliant
with ISO 14001 Environment and
OHSAS 18001 Occupational Health
and Safety Management Certifications,
incorporating added value to the
environment and quality of life,

» Using natural resources responsibly
and cutting down waste to the bare
minimum; preventing pollution at its
source,

« Controlling possible environmental
factors which might be caused through
contractor companies’ operations,

« Supporting all educational and
practical efforts deemed necessary
for stakeholders and facilitating
development and continuity.



Environmental Practices of

Aksa Natural Gas

Aksa Natural Gas regards the
popularization of the use of renewable
energy sources both on a domestic and
global scale for a sustainable and clean
lifestyle, as an urgent requirement that
should be prioritized. To fulfill this mission,
the Company carries out its licensed
activities as a whole.

Aksa Natural Gas carries out its activities
within the framework of ISO 14001
Environmental Management System
towards reducing negative environmental
effects, preventing pollution, and
protecting natural resources. As a result,
the Company has rendered these efforts
open to continuous improvement. In
addition to the audits by independent
firms, the regular internal system audits
guarantee the efficiency and continuity of
the ISO 14001 Environmental Management
System standards.

In addition to its ISO 14001 activities,
Aksa Natural Gas has begun preparations
for the ISO 50001 Energy Management
System, in order to prevent waste,
alleviate the burden of energy costs on
the economy, and to boost efficiency in
the use of energy and energy sources to
protect nature. Operations are underway
at full speed to establish and certify the
systematic operation of the ISO 50001
Energy Management System.
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Waste management and environmental
permissions make up the most important
aspect of the Company’s environmental
management approach. The Company
opts to reduce, reuse, recycle and
eliminate waste generated by the
operations of distribution companies, and
fully meets the requirements as stipulated
by applicable laws, rules and regulations.

After being categorized accurately, waste
is stored in duly organized waste storage
units. Waste storage is conducted in a way
that prevents contamination of the soil and
water. It is subsequently delivered to the
Ministry of Environment and Urbanization-
licensed waste elimination firms within the
deadline prescribed by regulations.

Aksa Natural Gas’s primary targets

include ensuring the development of
environmental awareness among both
employees and stakeholders, and
complying with all legal obligations in order
to leave behind a healthy environment for
future generations.

The switch
from coal to
natural gas in
the distribution

regions of
Aksa Natural

Gas helped
reduce carbon
emissions by 6

million tons in
2017 alone.
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Aksa Electricity
Distribution
Companies
diligently
complies with
all laws, rules
and regulations
regarding the
environment
and
occupational
health and
safety, and
conduct
reqular risk
assessments.
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AKSA ELECTRICITY
DISTRIBUTION
COMPANIES AND THE
ENVIRONMENT

All of Kazanci Holding’s electricity
distribution companies hold an ISO 14001
Quality Certificate, and they seek to
prevent damage to environment during
their investment, repair, and maintenance
operations. The Group companies place
great importance on:

« Cutting down on the amount of waste
generated as a result of electricity
distribution activities through source
reduction, recycling and repurposing,

« Ensuring the elimination of waste without
damaging the environment,

- Fulfilling necessary obligations
and related duties stipulated by
environmental management regulations,

» Regularly monitoring and controlling the
environmental effects of its operations,

« Ensuring employee participation in
environmental management activities
and endorsing the environmental
consciousness by all means.

Within this framework, all the activities of
the electricity distribution companies are
within the scope of relevant regulations.

Additionally, the Company fully complies
with all the laws and regulations
concerning the natural environment and
OHS.

In line with the national occupational
standards, the operational maintenance
staff of the electricity distribution network
meets the environmental protection
standards and methods as part of the
environmental preservation efforts.

To contribute to the alleviation of

environmental risks, our employees also:

« Conduct sorting and classification
processes for the recycling of recyclable
materials,

« Sort the hazardous and dangerous
waste in compliance with instructions
and store them temporarily according
to their code by taking the necessary
precautions,

« Ensure necessary occupational health
and safety precautions are taken
to shield from possible damaging
environmental effects caused by certain
functions of the devices, hardware, and
instruments used.

« Assess and eliminate security
shortcomings inside and outside
of buildings within the electricity
distribution network,

« Determine locations to securely store
flammable and combustible material or
support such efforts.



AKSA ELECTRICITY
RETAIL SALES COMPANIES
AND THE ENVIRONMENT

By evaluating the environmental footprints
of their activities, Kazanci Holding
Electricity Retail Sales companies aim to
implement monitoring procedures and
relevant precautions. The Companies
seek to eliminate or minimize their
negative environmental effects, design the
necessary infrastructure, protect natural
resources in the most efficient manner,
and support the protection of natural
environment.

AKSA ENERGY AND THE
ENVIRONMENT

Aksa Energy regards the environmental
effects of its operations as an integral
part of its work process and conducts its
operations in an integrated manner. As
part of its environmental sustainability
approach, the Company works with the
aim of minimizing the effects of its energy
production activities, using and managing
natural resources, particularly water, in the
most effective manner, and to “produce
the maximum amount of energy with the
minimum amount of resources”.

The Company has established an
environmental policy to place this idea
within a corporate structure, ensuring
that it is adopted and implemented

by all stakeholders. Having formed a
Framework Environment Management
System to identify aims and objectives
regarding its environmental policy and to
shape, monitor, and audit its operations
in line with this framework, the Company
also holds an ISO 14001 Environmental
Management System Certificate.
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Constantly conducting research regarding
the effects of present production units on
the natural environment, the Company
regularly conducts environmental effect
assessments to establish new production
units.

In a clear demonstration of its
endorsement of responsible environmental
processes, the Company provides its
employees with trainings and raises
awareness among its suppliers. Regularly
assessing its environmental performance,
the Company reports and shares the
results with all stakeholders through
Sustainability Reports published on the
website.

In 2017, Aksa Energy invested

TRY 6.5 million in the environment,
stepping up its performance in
environmental sustainability. The Company
will continue to invest in the coming period
to improve its environmental performance.

The Aksa Energy Environmental Policy

is based on four pillars: climate change,
management of natural resources, waste
management, and the preservation of
biodiversity.

Climate Change

Climate change is one of the biggest
issues of our day, and its effects are
experienced globally. Aware of the sector’s
impact on the environment and climate
change, the Company prioritizes the
reduction of greenhouse gas emissions,
the main source of the problem, in the fight
against climate change.

Aksa Energy
regards the
environmental
effects of its
operation as
an integral
part of its work
processes, and
manages its
operations in
an integrated
manner.

101



SUSTAINABILITY

Aksa Energy
instantaneously
monitors
emission

levels via
emission level
measurement
systems
installed in its
power plants.
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As a demonstration of its transformation
into an environmentally responsible
company, Aksa Energy became a signatory
to The Trillion Tonne Communique, a call
to arms issued to the global public by
corporations sensitive to climate change,
demanding that measures be taken to
combat climate change. The Company also
published a Greenhouse Gas Emission
Report in 2015 and 2016 to track its
greenhouse gas emissions. Following its
validation, the report was presented to the
Ministry of Environment and Urbanization
in April 2017. The 2017 Greenhouse Gas
Emission Report was compiled in the
beginning of the new year and presented
to the Ministry of Environment and
Urbanization in April 2018.

The Company regards energy efficiency
as an integral factor of its environmental
policy to minimize the effects of its
operations on the environment and to
reduce greenhouse gas emissions.

To this end, one of Aksa Energy’s energy
efficiency projects is to generate energy
from waste heat. By using the heat

from the waste gas created during the
production process in its combined cycle
natural gas plant, the Company is able to
generate energy and reduce energy use
by approximately 10% per unit. Waste heat
is used to derive energy at all existing
natural gas plants and at the Northern
Cyprus Kalecik Heavy Fuel Oil Power Plant.

Another project to reduce the amount of
greenhouse gas emissions is the use of
Oxicat filters at the Company’s natural gas
plants.

The flue gas treatment system at

Bolu Goyniik Thermal Power Plant, first

of its kind in Turkey, began its operations
in 2016 and made it possible to attain the
legal emission levels set by EU regulations
for the year 2018 as early as 2015.

The use of “fluidized bed combustion”
technology at the plant minimized the
NOx emission volume. Additionally, the
desulphurization process takes place
within the boiler itself by the use of
limestone during combustion, which
eliminates hazardous gases and boosts
the Plant’s productivity.

Aksa Energy also works to monitor and
reduce the levels of other air emissions
apart from greenhouse gases. The
emission monitoring systems at the plants
enable instantaneous monitoring of
emission levels. To this end, NOx treatment
systems have been set up at fuel oil plants.

Natural Resource Management

Aksa Energy encourages the effective
use of natural resources and innovation at
every step of the production process. To
this end, the Company carries out efforts
to preserve and save water resources by
managing water consumption efficiently.
Depending on the location, the coal,
natural gas and fuel oil power plants utilize
tap water, ground water and underground
water resources during the operations.

The decarbonization processes at the

Ali Metin Kazanci Antalya Natural Gas
Combined-Cycle Power Plant and the Bolu
Goynik Thermal Power Plant facilitate

the conservation of water during the
production process.

The decarbonization unit at the Ali Metin
Kazanci Antalya Natural Gas Combined-
Cycle Power Plant was an investment of
EUR 2.5 million and became operational in
2012. This facility allows for the conservation
of 500 m? of water per hour. With its aid, the
water consumption per MWh decreased first
from 116 m® to 0.71 m3, and then to 0.66 m3
in 2017. As a result, a total of 297,000 m? of
water was saved and used in 2016, and a
total of 428,000 m3in 2017.

A second decarbonization facility, costing
EUR 2.8 million, was established at the
Bolu Goyniik Thermal Power Plant. The
unit enables the conservation of 270 m?®
of water per hour. To aid sustainability,



reverse osmosis waste water is collected
in a separate pool without discharging,
and used in the dampening of ashes. This
project leads to the conservation of 14.4 m3
of water per hour. Additionally, a process
water pond was built at the Bolu Goyniik
Thermal Power Plant, costing TRY 17.5
million.

In 20N, following studies at the Manisa
and Sanlurfa Natural Gas Combined-Cycle
Power Plants, the water purified through
reverse osmosis began to be reclaimed and
used in the cooling towers. In 2012, efforts
to cut down on the amount of water used
in the cooling towers began, and thanks
to these efforts 12% of the total water used
since 2013 has been reclaimed. At the end
of six years, the cost savings amounted

to TRY 70,000 for the Manisa Combined
Cycle Natural Gas Plant, and TRY 100,000
for the Sanlurfa Natural Gas Combined-
Cycle Power Plant. Additionally, 90,000
and 60,000 m3 of water were preserved in
Manisa and Sanliurfa respectively.

Waste Management

Aksa Energy’s Waste Management
Policy, which is applied in line with the
Environmental Policy, shapes all of
the Company’s business procedures.
Waste is disposed of in accordance
with all applicable legal and regulatory
requirements.

Aksa Energy’s environmentally friendly
approach also includes efforts to minimize
waste and hazardous waste materials.

All hazardous waste is recycled by
recycling companies. Hazardous waste
created during operational processes is
stored at the temporary waste storage
units on site, enabling the separation of
materials deemed dangerous for human
and environmental health. They are
subsequently delivered to recycling plants
on licensed vehicles at intervals specified
by the Waste Management Regulation.

Packaging waste is transferred to recycling
plants contracted by the local authority in
the area in which the facilities are located.
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Ashes created by the Bolu Goynuk
Thermal Power Plant is no longer taken to
a temporary ash storage area but instead
stored in the New South Regulated Ash
Storage Field, which was completed in
2017 and granted environmental permit
by the Ministry of Environment and
Urbanization. Before the power plant
commenced its activities, more than

6 thousand sapling trees were planted
around its perimeter, both to prevent
landslides and also to contribute to the
local fabric of nature.

Preserving Biodiversity

Aksa Energy’s strategic sustainability
objectives include the protection of
biodiversity in its operational locations. The
Company’s biodiversity strategy is based
on establishing business partnerships to
prevent the destruction of nature, minimize
effects on biodiversity, and protect and
develop the local biodiversity. In this
regard, the Company’s operational effect
on biodiversity is regularly monitored,
evaluated and reported. Under the Hatay
Mountain Gazelle Protection Project, carried
out in cooperation with the Association for
the Protection of Turkey’s Nature in 2015,
support was given to protect the mountain
gazelle species and its habitat in Turkey.

The Company continued to cooperate

with TTKD in 2016 in support of its effort to
determine the current situation of striped
hyenas (hyaena hyaena) living in the area
of Kirlkkhan Gélbasi village in Hatay, where
Belen Atik and Sebenoba Wind Energy
Power Plants are located. The project
aimed to obtain information about the
animals’ habitats and ecology. Thanks

to camera traps placed in the animal
habitats, scientists not only had the chance
to observe the striped hyenas but also
confirmed that the rock gerbil (gerbillus
dasyurus), which was thought to be extinct,
still lived in Turkey.

In addition, birdwatching activities are
conducted at the Belen Atik, Kapidag,
Sebenoba and Kiyikdy Wind Power
Plants during four periods: wintering,
spring migrations, breeding and autumn
migrations.

Aksa Energy’s
biodiversity
strategy is
based on
establishing
business
partnerships
in order to
prevent the
destruction

of nature,
minimize the
effects on
biodiversity,
and protect and
develop local
biodiversity.
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Aksa Power
Generation
pledges to all
its employees,
contractors, and

related parties
to continuously
take and
implement

the necessary
precautions
while
conducting
operations in its

facilities.
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Committed to making sustainability an
integral part of its operations and long-
term strategic approach, Aksa Energy
voluntarily published GRI-approved
Sustainability Reports in 2015, 2016 and
2017.

AKSA POWER
GENERATION AND THE
ENVIRONMENT

Aksa Power Generation pledges to all
its employees, contractors, and related

parties to continuously take and implement

the necessary environmental precautions

while conducting operations at its facilities.

To this end, the Company has established

the Environment Management System,

which pledges to:

- Fulfill the legal obligations in Turkey
and in other countries, to periodically
evaluate them and ensure their
continuity,

« Always strive to improve its
environmental performance,

« Work to raise environmental awareness
in its employees, their families, and
society at large,

« Minimize the amount of waste causing
water, air, and soil pollution and
undesirable effects such as noise
and vibrations, and to eliminate non-
recyclable waste in the required manner,

« Ensure the re-utilization of waste
generated as a result of its activities,

« Ensure that energy, raw materials, and
natural sources are used efficiently,

« Consider environmental effects when
evaluating new investments,

« Inform suppliers and contractors
providing goods and services about the
environment.

Aksa Power Generation’s environmental
protection efforts can be divided into the
three categories that follow.

Production

For dying the cabins and casks it
produces, Aksa Power Generation uses
TGIC-free Triglycidyl Isocyanurate and
lead-free polyester powder coatings,
which are both ecofriendly and harmless
for employee health.

The waste water generated at the
Company’s production facilities is
discharged to iSKi after being treated
at the treatment plant to prevent any
damage to the environment. For this
purpose, Aksa Power Generation holds
an iSKi Discharge Quality Control
License.

Upon demand, Aksa Power Generation
supplies its customers with diesel
engine gensets certified at European
EU Stage 2, and American EPA
(Environmental Protection Agency)

Tier 2 and Tier 3 emission levels.

Recycling

Aksa Power Generation sends the
packaging, nylon and parcel waste from
its sold products to CEVKO Foundation
(Foundation for Environmental Protection
and Packaging Waste Processing) under
the contract signed with this entity. The
packaging waste generated during
production is collected separately and
delivered to licensed recycling facilities
for reuse.

The Company sends the waste oil
created during engine testing to licensed
firms for recycling.

Aksa Power Generation dispatches the
waste sludge generated at the water
treatment facility to licensed hazardous
waste elimination facilities.

The Company collects the waste
batteries consumed in production or at
the staff’s homes and sends them to the
municipality for recycling.

Aksa Power Generation collects the
cooking oil used in the cafeteria and
delivers it to licensed firms for recycling
purposes.

The Company’s gensets are
manufactured in line with the Waste
Electrical and Electronic Equipment
(WEEE) and Restriction of Hazardous
Substances (ROHS) standards.



Preventing Noise Pollution

As the only Turkish genset manufacturer to
conduct its own sound testing, Aksa Power
Generation produces 28 different products
that comply with the universally accepted
IEC 34 (International Electrotechnical
Commission) standards and undergoes
audits by the certification firm Szutest.

AKSA AGRICULTURE AND
THE ENVIRONMENT

Protection of nature lies at the heart of
Aksa Agriculture’s production approach.
The Company stores animal waste to
prevent the contamination of soil, ground
water and underground water. Later, the
animal waste is divided it into solid and
liquid waste via separators in order to
use the waste as fertilizer to improve

soil quality. The recycling and disposal
operations of other waste are conducted
by licensed companies.

Aksa Agriculture reorganized its waste
storage area in 2017 and undertook efforts
to ensure that it meets the requirements of
temporary storage areas. In addition, small,
container-type waste accumulation sites
have been constructed in the livestock
area to collect waste in a more regular
fashion. Hazardous waste is collected in
these areas to prevent contamination, and
subsequently eliminated or recycled.

In the coming period, Aksa Agriculture
plans to increase the number of its
infrastructure facilities (i.e. solid fertilizer
sites, liquid fertilizer pools, and the like),
depending on future capacity increases.
In addition, the Company is currently

in the process of establishing a biogas
facility, one of the most environmentally
friendly means of waste disposal. After it
commences operation, all animal waste will
be delivered to this unit.
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AKSA TOURISM AND THE
ENVIRONMENT

Aksa Tourism is committed to the
principles of sustainable development

and sustainable environment. To this end,
the Company strives to: minimize waste

in all processes; prevent pollution at the
source; reduce its negative impact on the
environment; monitor scientific research
and technology advancement to prevent
pollution; and continuously enhance its
environmental performance. To encourage
its stakeholders to embrace the same level
of awareness, the Company urges supplier
firms to take the necessary environmental
measures; delivers environment related
training programs to its employees; and
organizes informative activities for its
guests.

Aksa Tourism has set up bulletin boards
and panels in its facilities to share its
environmental consciousness with

its guests and raise their awareness

on ecological matters. Keen to learn

its guests’ suggestions and ideas on
protection of the natural environment, Aksa
Tourism has designed a questionnaire in
four languages to collect these.

In line with its waste management plan,
Aksa Tourism eliminates all types of waste
in accordance with legal and regulatory
requirements. The Company periodically
confirms its environmental protection data
via measurements based on statutory
guidelines.

In the coming period, Aksa Tourism plans
to certify and ensure the continuity of its
environment related activities by obtaining
Green Star and ISO 14001 Environmental
Management System Certifications.

Aksa Agriculture

is currently in

the process of

establishing a

biogas facility,

one of the most

environmenta

lly

friendly ways
of waste
elimination.
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S0

CREATING ADDED VALUE FOR THE SOCIETY...

Placing
its social

development
activities within

a strategic
framework,

Kazanci
Holding has
undertaken to
date numerous

projects and
initiatives that
contribute

to social
development
via its Group
companies.
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Kazanci Holding creates added value

for the society and its stakeholders

not only via investments in the regions
where it operates and the products and
services it delivers, but also by generating
employment opportunities and developing
social responsibility projects.

Shaping their business activities with

a keen awareness of sustainable
development and social responsibility,
Kazanci Holding companies execute

their operations by taking into account

the social impact on their stakeholders.
Group companies aim to contribute to the
economic, cultural and social development
of local residents in the regions where
they operate. To these ends, the workforce
needed in the operation areas is recruited
locally, thereby creating employment
opportunities for the residents and making
significant contributions to the Turkish
economy.

Placing its social development activities
within a strategic framework, Kazanci
Holding has undertaken to date numerous
projects and initiatives that contribute

to social development via its Group
companies.

AKSA NATURAL GAS

Aksa Natural Gas provides its customers
with an uninterrupted and safe natural gas
supply across 27 cities and 167 districts
and towns in Turkey.

LI

Embracing a philosophy of “Warm Homes,
Breathing Cities,” the Company not only
brings natural gas to all corners of the
country, but also makes a difference
through the social responsibility projects it
undertakes.

Aware that around 8 million people with
disabilities live in Turkey, Aksa Natural Gas
created the “Life Mate” Project in 2015,

to eliminate any problems customers with
disabilities, particularly those with speech,
visual, and auditory impairments, might
experience when reporting a problem. This
project is a first not only in its sector but

in the whole world. When a call is made

to the 187 Natural Gas Emergency and

444 4187 phone lines by an individual

who is registered on the Aksa Natural Gas
customer database as having a disability,
the system recognizes that the call is
coming from a disabled customer, and
natural gas emergency maintenance teams
are immediately sent to the address rather
than the customer having to explain the
problem to a call center operator.

Additionally, Aksa Natural Gas is the main
sponsor of the “Central Canakkale City
Archeological Surface Research Project:
From the Neolithic Age to the Late Iron
Age” led by Assistant Professor Derya
Yilmaz as part of the agreement between
Aksa Canakkale Natural Gas Distribution
Company and Canakkale Provincial
Department for Culture and Tourism

on behalf of the Ministry of Culture and
Tourism. The research project commenced
in October 2016, and will continue in 2018.



Energy Workshop - Aksa Energy CSR Project, Kovanlik Secondary School, Antalya



SUSTAINABILITY

Aksa Energy
aided the
development
of local youth
by organizing
technical

field trips and
seminars.
During the
year, Ali Metin
Kazanci Antalya

Natural Gas
Combined-
Cycle Power
Plant welcomed

221 people
from various
schools and
institutions.
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AKSA ENERGY

Aksa Energy conducts its operations

with the awareness of the social effects
they might have on its stakeholders. The
Company prioritizes the financial, cultural,
and social development of the local
residents of the regions where its power
plants are located.

The required workforce in the area of
operations is recruited from amongst the
local population, thus creating employment
opportunities for local residents. Aksa
Energy employs a total of 209 local
employees in Africa: 89 in Ghana, 65 in
Mali, and 55 in Madagascar, as well as
167 local subcontracted employees. For
the Bolu Goyniik Thermal Power Plant,
employees were directly employed

from the local villages of Bollicekova,
Himmetoglu, and Karaardig, and the
subcontractors for the additional services
on the plant were recruited from amongst
local firms, therefore contributing to the
revival of the regional economy.

Additionally, lasting value is created
through infrastructure works and repair
projects which aid the development

of the local economy in regions where
the Company operates; a specialized
feedback mechanism to meet the
diverse requirements and demands of
stakeholders and the local public enables
the assessment of complaints and
requests. In this regard, a total of

TRY 17,000 was donated to meet various
local needs at Sanliurfa and Bolu, where
the Sanliurfa Combined Cycle Natural
Gas Plant and the Bolu Goéyniik Thermal
Power Plant are respectively located.

A total of TRY 70,709.62 was donated

to various charities including the Turkish
Environmental Protection Foundation,
sports clubs, and schools during the year.

As part of its social responsibility
approach, Aksa Energy also aided the
development of local youth by organizing
technical field trips and seminars. During
the year, 7 field trips were organized at
the Ali Metin Kazanci Antalya Natural

Gas Combined-Cycle Power Plant, which
hosted 221 people from various schools
and institutions.

FIRAT ELECTRICITY
DISTRIBUTION

Firat Electricity Distribution continues to
create value for all its stakeholders with
the social responsibility projects it carries
out in the regions where it operates.

+ A visit to the Gazi Retirement Home took
place during Care for the Elderly Week
between March 18-24.

« Company representatives
commemorated April 23 National
Sovereignty and Children’s Day with
youngsters undergoing treatment at the
Firat University Research Hospital.

- Blood was donated to the Red Crescent
as part of the agreement between Firat
EDAS and Turkish Red Crescent.

« “Ali’s Energy Adventure”, a book created
by the Ministry of Energy and Natural
Resources, was distributed by Firat EDAS
to pupils receiving their school report
cards.

« As part of the “Children Play and Laugh”
project, the “Play Caravan on the Road”
entertained kids in Tunceli.

» Social projects for orphaned children
were developed in collaboration with
HIMYACDER (Social Outreach and
Solidarity Foundation for Children,
Elderly, and Women in Need of Shelter).



« The “Able Hands” event allowed
disabled children to create paintings on
the facade of power distribution units in
the center of Tunceli.

« Economically disadvantaged children
within the distribution network area were
provided with stationery equipment.

« The “Share Your Toy” campaign
established for the benefit of disabled
children by the Tunceli Ozel Umudumuz
Education and Rehabilitation Centre was
supported.

« A seminar on energy conservation was
organized.

« A bed-ridden community resident
was visited at home and granted an
uninterrupted supply of electricity.

. Efforts were made to raise public
awareness about protecting nature.
Animal shelters were visited, and
activities were organized to feed stray
and wild animals.

« Regular meetings were held with
local authority representatives at
neighborhoods and villages to receive
feedback about problems with the
electrical supply, to listen to requests,
and to offer solutions.

CORUH ELECTRICITY
DISTRIBUTION

Coruh Electricity Distribution has
completed the following social
responsibility projects within its distribution
network area:

« During Energy Conservation week,

KAZANCI HOLDING ANNUAL REPORT 2017

Elderly individuals living alone within the
distribution network area were visited

at home as part of Care for the Elderly
Week between March 18-24.

Women’s Day was commemorated
through small gifts and a surprise
presentation on March 8.

Children undergoing treatment at
nearby hospitals were visited on April 23
National Sovereignty and Children’s Day
and presented with various gifts.

Blood was donated to Red Crescent as
part of the “One Drop Makes An Ocean
of Hope” project.

“Ali’s Energy Adventures”, a book
created by the Ministry of Energy and
Natural Resources, was distributed to
pupils at various schools.

Old and discolored power distribution
units and panels were painted with
depictions of the area’s natural wonders
as part of a project to create harmony
with their surroundings.

A collaboration with LCW to distribute
clothing to economically disadvantaged
children in the area was completed.

On Press Day, a meeting was held
between Coruh EDAS and members of
the local press.

Company representatives attended a job
fair organized by iISKUR and informed
visitors about the Company.

Regular meetings were held with

local authority representatives at
neighborhoods and villages to receive
feedback about problems with the
electrical supply, to listen to requests,
and to offer solutions.

Volunteer
employees
from Kazanci
Holding ran the
39" Vodafone
Istanbul
Marathon in
2017 to raise
funds for the
future of our
children.

seminars on energy conservation were
held at selected schools within the
distribution network area.

Additionally, volunteer employees from
Kazanci Holding ran the 39" Vodafone

Istanbul Marathon in 2017 to raise funds for

the future of our children.
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CORPOBATD
GOTRRNANCD
PRAGCIICES

Kazanci Holding embraces the belief that good corporate governance is the key to sustainability for companies.

Risks faced by Kazanci Holding are managed centrally, and the CFO Office assists the different levels of management in this
regard. Operating in an investment-oriented sector, the Holding finances its investments via long-term syndication loans.
Developments in the market, liquidity, exchange rate and interest rate risks are monitored regularly. When deemed necessary, the
financial risks and opportunities faced are effectively managed through policy adjustments. Protective instruments are purchased
within the framework of the policies set by top management; meanwhile, efforts are expended to limit the extent of risk exposure
to the Holding. The CFO Office engages in various activities such as determining and implementing measures related to potential
risks, and managing and monitoring these in accordance with a risk management system, and reporting these efforts to the Board
of Directors.

Kazanci Holding has focused on further enhancing its high quality services in customer relationship management, technology, IT

management and service provision. Analyzing and prioritizing sector-specific risks through a methodology aligned with strategic
targets helps the Holding achieve its profit targets.
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CONTROL AND RISK

The Risk Management and Internal Control Mechanism is under the responsibility and control of Kazanci Holding management. The

Holding’s risk management and internal control system is regularly audited to achieve the following objectives:

« Protection of company assets;

« Compliance with laws, rules, regulations and contracts;

« Operational efficiency and productivity;

« Accuracy and reliability of financial and operational information;

- Elimination or control of activities and transactions that contain previously identified and reported risk elements within the
framework of recommendations approved by the management.

The Holding’s operational results, the degree to which the targets are reached, and the risks that the Holding faces are evaluated
at Board of Directors’ meetings held periodically with the participation of the relevant managers.

Kazanci Holding’s Internal Audit Department strives to assess and improve the effectiveness of its control and governance
processes. Internal Audit reports its activities to the Board of Directors. With a risk-focused approach, audits are conducted
regarding the reliability of the financial reporting system; the compliance of the Holding and Group companies with legal and
internal regulations; the effectiveness and efficiency of their activities; and the security and reliability of their IT systems. Both
central internal audit activities and on-site internal audit activities were carried out in 2017.

The audits verified that the effectiveness of internal control and corporate governance processes was at an adequate level.

Additionally, the audits recommended various actions to the management units about specific control shortcomings that were
identified, and monitored whether the actions were implemented on time.
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HOLDING S
SURATRGY

The Board of Directors sets the Holding’s strategic objectives in the previous year, and identifies the human and financial resources
needed to achieve these objectives. The Board periodically checks whether the targets are reached or not.

As a global energy group, Kazanci Holding’s strategic domestic priority is to increase the quality of its goods and services via
investments, whilst its international priority is to expand its operations to more countries.

The Board of Directors of Kazanci Holding is committed to performing its activities in a transparent, accountable, fair and

responsible manner. The Board of Directors monitors compliance with applicable laws, rules and regulations, the Company’s
Articles of Association, internal regulations, and established policies in all kinds of Holding transactions and procedures.
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ICAL
PRINCIPLES

1. MAIN ETHICAL PRINCIPLES

1.1 Respect for Persons
Respecting human rights and freedoms is our primary principle.

1.2 Integrity, Honesty, Transparency
Whilst conducting our operations, any transactions within the sphere of influence are overseen by the principles of integrity,
honesty, and transparency.

1.3 Impartiality, Fairness
We approach all our stakeholders with fairness and impartiality without distinction.

When fulfilling our duties and responsibilities, we do not discriminate individuals based on language, race, color, gender, political
views, beliefs, religion, caste, or similar differences.

When making decisions, we decide independently of persons and institutions outside of the corporation.

1.4 Confidentiality
We make sure that confidential information relating to our corporation and all stakeholders is kept private. We share confidential
information within the scope of predetermined permissions with relevant individuals.

1.5 Public Good and Respect for Environment
All our operations embrace the principles of looking out for the public good and respecting the environment as well as profitability.

1.6 Compliance with Global Principles
Kazanci Holding’s mission and aims are in accordance with the fundamental objectives of the UN Global Principles Agreement,
which we follow when conducting our operations.

2. OUR RESPONSIBILITIES

2.1 Legal Responsibilities

We conduct all our activities in Turkey and abroad within the scope of Republic of Turkey laws, international laws, and legislatures
of the countries with which we are doing business; we provide authorities with the information they request in an accurate,
complete, and intelligible manner.

2.2 Responsibilities to Customers
We operate with the aim of providing the fastest service to our customers in line with their requirements and demands. We

approach our customers with respect, politeness, fairness, and equality.
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2.3 Responsibilities to Employees
We approach employees in a fair and honest manner, and pledge to provide a workplace that is non-discriminatory, safe, and
healthy. We will not allow any of our employees to be subjected to mobbing, and we place importance on the work-life balance.

We make the necessary efforts for the personal development of our employees, and support them should they wish to volunteer in
suitable social and public activities and social responsibility projects.

2.4 Responsibilities towards Shareholders

We place paramount importance on the sustainability of our Company and the goal of creating value for our shareholders. To this
end, we refrain from taking unnecessary or unpredictable risks, and aim for sustainable profitability. We act within the framework of
financial discipline and accountability, and manage our Company’s resources and assets with efficiency and prudence. We inform
our shareholders, the public, and relevant institutions regarding financial results, strategies, investments and risks in a timely,
accurate, complete, and intelligible manner.

2.5 Responsibilities to Suppliers/Business Partners
We behave in a fair and respectful manner to our suppliers/business partners, and take the necessary care to fulfill our obligations
in a timely manner. We do not give out confidential information about individuals and institutions we do business with.

2.6 Responsibilities to Competitors
We compete actively only in legal and ethically sound markets, and we refrain from unfair competition.

We support competitors’ efforts that will benefit the good of the public, and wish to be included in any related structures.

2.7 Responsibilities to the Public and Humanity

It is important for us to protect human rights, the environment, and democracy, and to eradicate corruption and crime. We act
sensibly as leaders in social issues, and become involved in efforts that will benefit the public. In Turkey and other countries in
which we undertake international projects, we show sensitivity towards national and regional customs and the cultural fabric. We
do not give out nor receive goods and services in exchange for bribes, ostentatiously costly gifts, etc.

3. CODE OF ETHICS TO BE FOLLOWED BY EMPLOYEES

It is the primary responsibility of all employees to ensure that our Company remains synonymous with professionalism, honesty,

and trustworthiness, and that such values are promoted even further. In this context, standards of ethical conduct expected from

employees have been outlined below:

« Always obeying the law,

- Fulfilling one’s duties in line with fundamental ethical and human values,

- Behaving with fairness, good intentions, and understanding in all relationships to create mutual advantage,

- Never obtaining ill-gotten gains or receiving or handing out bribes circumstance from any individual or institution regardless of
the circumstance,

- When fulfilling duties, acting in a manner suited to the relevant work ethic principles and any other supporting practical
principles,

« Unless explicitly instructed to do so, refraining from actions, statements or written communications which might render the
Company responsible,

« Refraining from behavior which might disturb and/or cause harm to other employees, not disrupting the work flow,

- Being attentive to all material and immaterial assets of the Company, including information and information systems so as to
protect them from possible loss, harm, misuse, abuse, theft, and sabotage,

+ Refraining from using working hours and company resources directly or indirectly for the benefit of personal interests and/or
political activities or interest.
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3.1 Asset and Information Management

311 Intellectual Property Rights

« Making sure the relevant legal procedures are started and completed in time to secure the intellectual ownership of newly
developed products, processes, and software.

- Refraining from knowingly making unauthorized use of patents, copyrights, trade secrets, brands, computer software or other
intellectual and industrial property rights belonging to other companies.

3.1.2 Information Management

« Ensuring all legal records are kept in the proper manner,

- Not responding to requests of information regarded as classified by the Company unless given approval by executive
management,

« Taking the necessary care so that the Company’s declarations and reports reflect the reality of the situation.

3.1.3 Confidentiality

« Acting with the awareness that financial and commercial secrets, information which might weaken the Company’s competitive
power, personnel rights and information, and agreements with business partners are confidential, and making sure they are kept
in security and privacy.

« Not sharing any information derived through work or any documents one is provided with unauthorized individuals or
departments within or outside the Company regardless of the purpose, refraining from using those for speculation directly or
indirectly,

- Not using information unavailable to the public regarding the Company, its customers, and other individuals and companies with
which the Company conducts business outside of its intended aims under any circumstance, refraining from sharing those with
third parties unless the necessary permissions are obtained.

3.2 Refraining from Conflict of Interest

Conflict of interest refers to any kind of advantage created for oneself, one’s relatives, friends, or any other person or establishment
one might have a relationship with and the state of having a financial or personal interest, which will or might hinder employees
from fulfilling their duties in an impartial manner.

3.2.1 Not Performing Transactions for One’s Own Benefit or the Benefit of Relations

If employees own shares or partake in investments at another company, they are obligated to make this known when they first

begin their job. Employees must inform their immediate superior about any changes which might occur in their circumstances, or

any other issues which might be regarded as conflict of interest, and the information must be shared with at least two superiors

with more seniority.

« Not creating unfair advantage for oneself, one’s relatives, or third parties by using one’s title and authority,

« When choosing personal investments, taking care to not create conflict of interest with one’s current employer,

- Ensuring that any personal investments or other pursuits outside of one’s duties do not hinder the amount of time and attention
given to one’s present job duties, and refraining from such situations which might prevent focusing on major tasks,

- If an employee and a person with decision-making authority in the customer/supplier company involved in the same project are
immediate family, the immediate superior must be informed and written permission must be obtained.

3.2.2 Representation and Attending Events

Attendance at events organized by individuals or establishments with which the Company has or could potentially have a business
relationship which are not open to the general public (except conferences, receptions, promotional events, seminars etc.),

and which might influence or be regarded as being influential in the decision-making process, such as sports events, national/
international trips, etc. are subject to the approval of the Group President or the Group Vice President.
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3.2.3 Receiving Gifts
When conducting relations with private or official individuals or establishments that wish to commence or continue a business
relationship with the Company:

No gifts, cash, cheques, assets, free travels, special discounts, and similar which might place the Company or the recipient under
liability are to be accepted. Gifts which cost more than TRY 50 and which are regarded as not influential in the decision-making
process can be accepted with the caveat that an immediate superior must be informed. The total cost of gifts which can be
accepted in this manner cannot exceed TRY 500 under any circumstance.

3.2.4 Insider Trading

Knowing that trying to obtain any type of commercial profit including the direct or indirect trading of shares in the stock market by
using confidential information relating to our Company or by providing third parties with such information is illegal, and must never
be attempted.

3.2.5 Working and Taking On Duties Outside the Company
Employees cannot accept an official or private, temporary or permanent, paid or unpaid job or engage in trade without obtaining
permission from the Company.

3.3 Employee Health and Occupational Safety

Our Company’s goal is to ensure occupational safety and employee health in all aspects at the workplace and during working

hours.

« Employees comply with rules and instructions in this regard and take the necessary precautions.

« Employees are not to keep in the workplace any possession or material which can put the workplace and/or employees in
danger or which is illegal.

« Apart from those in possession of a valid medical certificate, employees are not to keep any tranquillizing, addicting, physically
or mentally limiting or disrupting substances at the workplace, and will not perform their job or remain in the workplace under the
influence of such substances.

4. PRACTICAL PRINCIPLES OF ETHICAL CONDUCT IMPLEMENTATION

4.1 Notification Obligation Concerning Violations

- Employees are expected to notify the relevant managers/departments when faced with any behavior which they regard as
incompatible with the law or intra-company regulations, without the fear of being subjected to a negative reaction.

« Employees must warn colleagues who behave in a manner incompatible with the law or intra-company regulations.

« Employees are obligated to report any situation which they perceive or suspect to be incompatible with the law or unethical.

» Reports by employees about illegal or unethical activities are investigated by the authorized person(s) in the shortest time
possible.

- When a company employee is found to have performed a transaction or behavior that is unethical, the repercussions will be
determined by the Ethics Committee.

« Anyone who reports a behavior can rest assured that they will receive a response and will not face any repercussions due to
their report.

4.2 Ethics Line
When a situation that contravenes the Ethical Conduct Principles is observed/discovered at any unit of the Group/Company, the

0850 5111112 Ethics Phone Line must be called.

Calls to this line concerns behavior outlined above which can be considered unethical or arouse suspicion.
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« The phone line is completely independent. Calls are shared only with the Audit Directorate and the Board of Directors.

- Any information given is completely confidential.

- When submitting a report, information must be clear and detailed, and must be solidified by specifying the person, time, and
location concerned, as well as by providing documents.

- Areport must not be regarded as revealing another’s secrets, placing them in a difficult situation, or gossip.

« Calls are anonymous. Callers are not mandated to give out their name.

« The phone line is open 24/7.

4.3 Ethics Committee
The Audit Directorate begins the inquiry concerning the subject of the trespass reported to the ethics line. When the inquiry is
complete, the Ethics Committee is invited to a meeting to reach a decision.

The Committee makes the decision, implements it, and records it in the decision logbook. Decisions are established by a majority
vote.

The employee is notified of the decision within six working days of the committee’s verdict, and if necessary, the required actions
are taken. Until the Ethics Committee can clearly judge the situation and make a decision, the employer is taken to be unaware of
the situation, and innocent of the matter of the inquiry.

The Ethics Committee is formed of the following personnel:

« Member of the Holding’s Board of Directors

« Relevant Group President

- Departmental Director for matters concerning shared units with the Holding
« Audit Director

« Human Resources Director

« Legal Director

The following penalties are given for the breach of the ethical conduct rules:

- Ifitis a purposeful abuse of power, removal from the job as per the relevant articles of the employment law, and if necessary,
legal action. (Previous useful deeds performed by anyone who is found to purposefully create unfair advantage cannot provide
grounds for a partial or complete pardon.)

- If there is no abuse of power, or if it is a case of negligence due to carelessness or ignorance, a written or verbal warning
depending on the severity of the effects.

9. EFFECT

The Ethical Code of Conduct is effective as of 29.09.2017. In all other situations not outlined above, the Company Disciplinary Code
and the Company’s Executive Directors are consulted when making a decision.

6. INFORMING THE PUBLIC

Kazanci Holding is obligated to present its Ethical Principles to the public and all its employees. The same obligation holds if any
changes are made to these principles.
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INFORUATION
> OURITY
POLICY

Kazanci Holding’s Information Security Policy is implemented under the titles below:

Personal Use

Kazanci Holding personnel are obligated to obey relevant Republic of Turkey laws, particularly Article 5651, international law, and
general ethical codes when using and providing all information systems and communication avenues, including internet and voice
communication.

Accountability
Access tools assigned to a user cannot be shared with anyone under any circumstances, including technical staff.

Internet Use

Users must not include information about the Company’s location and phone number, employee names, titles, e-mail addresses
and other personal information when posting on internet discussion groups, chat rooms, and other forums, unless necessitated by
their job requirements or legal obligations.

Use of Messaging Services

Electronic messaging rules are the same regardless of whether the exchange takes place through writing or face to face. Electronic
messaging is used when face to face communication is not possible. When sending messages to a group of recipients, one must
ensure that all recipients would like to receive the outgoing message.

Office Equipment, Printed Documents, and Portable Data Storage Tools

When printing highly confidential documents, users must remain by the printer to avoid the document being read or seized by
unauthorized individuals. Regardless of whether they are confidential or not, and whether they are stuck in the machine, originals
and copies of documents must not be abandoned inside printers or photocopiers.

Surveillance and Recording Activities, Privacy

Kazanci Holding reserves the right to examine any information kept on its systems and relayed through Kazanci Holding systems.
Users must not be in the expectation of privacy regarding any personal information kept on Kazanci Holding systems or relayed
through Kazanci Holding systems.

General Data Protection and Classification Responsibilities

Intra-company exchanges of information can take place only amongst users who require access to the data because of their job
requirements. Sharing of information with public institutions and members must be done by employees appointed for the purpose.
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FINANCIAL INFORMATION
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An instinct for growth’

KAZANCI HOLDING A.S. AND ITS SUBSIDIARIES INDEPENDENT
AUDITOR’S REPORT AS OF 31 DECEMBER 2017

To the Shareholders and Board of Directors of
Kazanci Holding A.S.
istanbul

Opinion

We have audited the consolidated financial statements of Kazanci Holding A.S. and its subsidiaries (together, the Group), which
comprise the consolidated statements of financial position as at 3112.2017, and the consolidated statements of profit or loss,
changes in equity and cash flows for the year then ended, and notes to the consolidated financial statements, including a summary
of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the consolidated financial
position of the Group as at 31.12.2017, and its consolidated financial performance and its consolidated cash flows for the year then
ended in accordance with International Financial Reporting Standards (IFRSs).

Basis for 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 our report. We are
independent of the Group in accordance with International Ethics Standards Board of Accountants Code of Ethics for Professional
Auditors (IESBA Code) together with the ethical requirements that are relevant to our audit of the consolidated financial statements
in Turkey and we have fulfilled our other responsibilities in accordance with these requirements and IESBA Code. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with
IFRS, and for such internal control as management determines is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Group or to cease operations or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

The objectives of our audit are to obtain reasonable assurance about whether the consolidated 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 consolidated financial statements.
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As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional skepticism throughout
the planning and performance of the audit. We also:

Identify and assess the risks of material misstatement of the consolidated 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 for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control.

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 Group’s internal control.

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

Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on the
Group’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw attention
in our auditor’s report to the related disclosures in the consolidated financial staternents or, it such disclosures are inadequate,

to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However,
future events or conditians may cause the Group to cease to continue as a going cancern.

Evaluate the overall presentation, structure and content of the consolidated 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.

EREN Bagimsiz Denetim ve Yeminli Mali Misavirlik A.S.

Member Firm of GRANT, THORNTON International
/S
/r
/,?1. ‘,./L*\/

-'-_.-"'—-_-—_._r-—-
Nazim Hikmet
Partner

Istanbul, 24 April 2018
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS OF 3112.2017 AND 2016

(CURRENCY - TURKISH LIRA)

ASSETS Note 3112.2017 3112.2016
CURRENT ASSETS
Cash and Cash Equivalents 4 460.454.530 854.903.267
Trade Receivables 5 1.757.087.593 1138.131120
Derivative Financial Instruments 27 2.576.770 6.505.190
Inventories 7 1.077.766.828 879.191.373
Cost of Construction and Repair 9 15.408.323 8.044.033
Other Current Assets 8 452.866.616 474.237.925
3.766160.660 3.361.012.908
Assets Held For Sale 28 46.013.293 542.005.035
NON - CURRENT ASSETS
Investments In Associates 10 3.783137 3.867174
Property, Plant and Equipment 11 5.973.308.588 4.293.204.383
Goodwill 13 201.291.315 204.790.155
Intangible Assets 12 1.297.415.377 1113105.698
Other Non-Current Assets 8 1171755137 1.098.381.694
Deferred Tax Assets 16 45.068.074 198.391180
8.692.621.628 6.911.740.284
TOTAL ASSETS 12.504.795.581 10.814.758.227

The accompanying notes are an integral part of these consolidated financial statements.
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AS OF 3112.2017 AND 2016

(CURRENCY - TURKISH LIRA)

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

LIABILITIES AND SHAREHOLDERS’ EQUITY Note 3112.2017 3112.2016
CURRENT LIABILITIES

Financial Liabilities (Borrowings) 14 3144.013102  2.928.933.021
Derivative Financial Instruments 27 3.052.466 -
Trade Payables 15 1.694.160.384 1.327.444.270
Due to Related Parties and Shareholders 6 73.578.806 130.039.208
Deferred Revenue in Excess of Costs on Uncompleted Construction Contracts 9 20.621.152 11.736.879
Current Tax Liabilities 16 16.910.127 20.000.693
Other Current Liabilities 17 315.918.482 224.799.201

5.268.254.519

4.642.953.272

Total Liability is in relation to Assets 28 - 369.543.650
NON CURRENT LIABILITIES
Financial Liabilities (Borrowings) 14 4.597928.619 4.836.927.289
Minority Put Option Liability 22 688.885.675 752.062.940
Trade Payables 15 8.444.151 7.591.259
Employee Termination Benefit Liability 18 38.030.721 49.043.809
Other Non Current Liabilities 17 1.052.952.717 892.724.837
Deferred Tax Liability 16 145.074.750 92.010.757
6.531.316.633 6.630.360.891
SHAREHOLDERS’ EQUITY
Share Capital 19 113.535.870 113.535.870
General Reserves 20 (78.862.717)  (326.286.599)
Share Premium 21 153.167.594 153.167.594
Minority Put Option Liability Reserve 22 (688.885.675) (752.062.940)
Cash Flow Hedge Reserve 27 1.275.963 663.225
Non-Controlling Interest 781.966.440 315.800.446
Net Profit / (Loss) for the Year 423.026.954 (332.917182)
705.224.429 (828.099.586)
Commitments and Contingencies 22
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 12.504.795.581 10.814.758.227

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENTS OF INCOME

FOR THE YEARS ENDED 31.12.2017 AND 2016

(CURRENCY - TURKISH LIRA)

01.01.- 01.01.-
INCOME STATEMENT Note 3112.2017 31.12.2016
Revenue 23  9725.473.833  9.045.215.492
Cost of Sales 23 (8.297.982.207) (7.905.815.163)
GROSS PROFIT 1.427.491.626 1.139.400.329
Research and Development Expenses 24 (3.564.680) (301.531)
Marketing, Selling and Distribution Expenses 24 (84.846.299) (69.763.530)
General Administrative Expenses 24 (193.470.502) (141.019.018)
BASIC OPERATING PROFIT 1145.610145 928.316.250
Other Income 25 674.888.597 171.431.728
Other Expenses 25 (137.053.805) (196.909.046)
Financing Income 26 833.921.024 653.968.349
Financing Expenses 26 (1.948.660.849) (1.986.565.622)
PROFIT / (LOSS) BEFORE TAX FOR THE YEAR 568.705.112 (429.758.341)
Taxation on Profit
- Current 16 (63.338.410) (84.375.889)
- Deferred 16 35.395.972 69.854.506
PROFIT / (LOSS) FOR THE YEAR FROM CONTINUING OPERATIONS 540.762.674 (444.279.724)
Non-Controlling Interest (117.735.720) 111.362.542
NET PROFIT / (LOSS) FOR THE YEAR 423.026.954 (332.917182)

Earnings Before Interest, Tax, Depreciation and Amortization (EBITDA)

1.543.232.012

1.282.220.038

The accompanying notes are an integral part of these consolidated financial statements.
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FINANCIAL INFORMATION

A8,

S

CONSOLIDATED STATEMENTS OF CASH FLOW

FOR THE YEARS ENDED 31.12.2017 AND 2016

(CURRENCY - TURKISH LIRA)

CASH FLOWS FROM OPERATING ACTIVITIES Note 01.01.-311217 01.01.-311216
Net Profit / (Loss) before Tax 568.705.112 (429.758.341)
Adjustment for:

Depreciation and Amortization 112 415.256.578 353.903.788
Decrease in Value of Inventory 7 228.690 195.637
Provision for Retirement Pay 18 (2121.854) 5.552.308
Unrealised Foreign Exchange Gains / (Losses) on Loans 14 261.405.403 792.100.484
Interest Accrual on Loans 14 30.954.255 3.224.387
Discount on Receivables / Payables), Net 5-15 1.413.339 3.344.996
Change in Allowance for Doubtful Trade Receivables 5 (7.921.057) 50.150.046
Change in Allowance for Doubtful Other Receivables 8 (167.534) (8109.559)
(Income) / Expense Accrual (19.553.592) (8.396.479)
Effect of Transactions Under Common Control (9138.568) (272.840.872)
Unrealised Foreign Exchange Gain 8 (75.810.000) (183.479.793)
Provision for Disputed Liabilities 17 (903.932) (6.023.703)
Translation Gain / (Loss) 20 19.938.958 1.982.447
Operating Profit Before Working Capital Changes 1182.285.798 301.845.346
Trade Receivables 5 (611.774.631) (104.027.394)
Inventory 7 (198.804.145) (98.700.924)
Cost of Construction and Repair (7.364.290) 9.497.304
Other Current Assets 8 41.092.435 48193.852
Other Non-Current Assets 8 2.436.557 19.952.345
Trade Payables 15 366.894.882 (354.835.472)
Deferred Revenue in Excess of Costs on Uncompleted Construction

Contracts 8.884.273 (12.716.647)
Other Payables and Accrued Liabilities 17 91.119.281 (6.419.830)
Other Long Term Liabilities 17 161.131.812 154.857.505
Taxes Paid 16 (64.828.926) (89.311.015)

Net Cash Flows Generated from / (Used in) Operating Activities

971.073.046

(131.664.930)

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOW
FOR THE YEARS ENDED 3112.2017 AND 2016

(CURRENCY - TURKISH LIRA)

CASH FLOWS FROM INVESTMENT ACTIVITIES

Note 01.01.-311217

01.01.-311216

Assets Held for Sale (Net of the Relevant Liabilities) 28 126.448.092 (79.344.688)
Purchases / (Proceeds ) of Property, Plant and Equipment, Net 112 (1121.817.421) (112.255.077)
Goodwill Stems 13 3.498.840 (16.974.466)
Proceeds of Investments in Associates 10 84.037 (85.037)
Net Cash Flows Used in Investment Activities (991.786.452) (208.659.268)
CASH FLOWS FROM FINANCING ACTIVITIES

Short-Term Financial Liabilities 14 184125.826 200.335.730
Long-Term Financial Liabilities 14 (500.404.073) 402.920.528
Due from/to Related Parties and Shareholders 6 (56.460.402) 305.228.195
Dividend Paid (172.010) (202.264)
Share Capital Increase in Cash - 30.031
Share Capital Increase from Minority 10.834.934 -
Effect of Companies Included in Consolidation First Time - (15.604.138)
Actuarial Gain / (Loss) 2428727 (1.719.151)
Law Numbered 6736 - (63.443.404)
Effective Portion of Changes in Fair Value of Cash Hedges 7.593.614 (6.875.768)
Prior Year Adjustment - 2.344.414
Acquisition of Non-Controlling Interest without a Change in Control (21.681.947) -
Net Cash Flows Generated from / (Used in) Financing Activities (373.735.331) 823.014173
Net Increase / (Decrease) in Cash and Cash Equivalents (394.448.737) 482.689.975
Cash and Cash Equivalents at the Beginning of the Year 854.903.267 372.213.292
Cash and Cash Equivalents at the End of the Year 460.454.530 854.903.267

The accompanying notes are an integral part of these consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS OF 31 DECEMBER 2017 AND 2016

(CURRENCY - TURKISH LIRA “TL” UNLESS OTHERWISE EXPRESSED)

1. ORGANIZATION AND NATURE OF ACTIVITIES

Kazanci Holding A.S. (“the Group”) is a holding company which was established on 16 November 1994 and has participations in
energy (production and sale of electricity and distribution of natural gas), manufacturing of generators, tourism, after sale service
and marketing companies. The registered office is located at Besiktas / istanbul. During 2017, the average number of personnel
employed by the Group was about 7.640 (3112.2016: 6.033).

2. BASIS OF PRESENTATION OF FINANCIAL STATEMENTS
Basis of Preparation

The consolidated financial statements of the Group have been prepared in accordance with International Financial Reporting
Standards (IFRS), which comprise standards and interpretations approved by the International Accounting Standards Board and
International Accounting Standards and Standing Interpretations Committee interpretations approved by the IASC that remain in
effect.

The Group maintains its books of account and prepares its statutory financial statements in accordance with the Turkish
Commercial Code and Tax Legislation and the Uniform Chart of Accounts issued by the Ministry of Finance. The consolidated
financial statements have been prepared from statutory financial statements of the Group and presented in Turkish Lira (TL) with
adjustments and reclassifications for the purpose of fair presentation in accordance with IFRS. Foreign subsidiaries maintain their
books of account in accordance with the laws and regulations in force in the countries in which they are registered.

Reporting Currency
The currency used in these consolidated financial statements is Turkish Lira, which is denoted by the symbol TL.
Translation of Financial Statements of Foreign Subsidiaries

The foreign subsidiaries’ assets and liabilities are translated into TL from their local currencies at the balance sheet date and
income and expenses are translated into TL at the average foreign exchange rate. Exchange differences arising from the
retranslation of the opening net assets of foreign undertakings and differences between the average and balance sheet date rates
are included in the “translation differences” in the comprehensive income and in the equity under the general reserves.

Going Concern

The financial statements including the accounts of the parent company, its subsidiaries, joint operations and associates have been
prepared assuming that the Group will continue as a going concern on the basis that the entity will be able to realize its assets and
discharge its liabilities in the normal course of business.

Law numbered 6736

The Law numbered 6736 “Law Regarding the Restructuring of Certain Receivables” has entered into force on 19 August 2016 after
publishment in the Official Gazette.

According to this law, if taxpayers increase basis of tax assesment, no tax inspection and additional assessment will be performed
for the relevant years. The increased corporate tax bases will be subject to the corporate tax at a rate of 15% on the condition that
the taxpayers have submitted annual declarations and have paid accrued tax within specified time. No additional delay interest and
fee will be calculated.
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As of 31.12.2016, according to this law, the Group companies had benefited from;

« Corporate tax bases increase for the years of 2011, 2012, 2013, 2014 and 2015 in relation to this law.

« Restructuring the Social Security Institution premium payables relating to or prior to June 2016 which have not been paid as of
the date of the law numbered 6736.

« Adjustment/ writing off the receivables from shareholders at the amount of TL 63.443.404 (see statement of changes in
shareholders equity).

Restatement and Errors in the Accounting Policies and Estimates

The effect of a change in accounting prediction is reflected to financial statements in determination of net profit or loss as forward
looking both in future period and in period in which the change is made if the effect is regarding to future periods. If it is regarding
to just one period, it is reflected in current period in which the change is made.

Effects of accounting adjustments have been applied retrospectively. If a mistake occurs in the rearranging of comparative amounts
related to previous periods in which it emerged, or occurs before the next reporting period, it is revised by the way of arranging of
Retained Earnings belonging respective period.

The Group has added the voluntary employee withdrawal rate as a new assumption for the calculation of provision for employee
termination benefits. The effect of new assumption is TL 8.891.234 in the general reserves and non-controlling interest.

As of 31.12.2016, the Group reclassified the carrying amount of the property, plant and equipment of the Kapidag amounting to TL
93.116.697 from property, plant and equipment to assets held for sale account.

Basis of Consolidation

The Group financial statements consolidate those of the parent company and all of its subsidiaries as of 31 December 2017 and
2016. Subsidiaries are all entities over which the Group has the power to control the financial and operating policies.

With regard to IFRS 10 (Published on 12.05.2011 and amendment on 28.05.2012 and which is effective from 1 January 2013) Kazanci
Holding management has adopted this standard. Within this framework the issues of ‘control’ and ‘exposure to risks and rewards of
the investee’ have been considered and consolidated entities have been determined accordingly.

All transactions and balances between Group companies are eliminated on consolidation, including unrealised gains and losses
on transactions between Group companies. Where unrealised losses on intra-group asset sales are reversed on consolidation,
the underlying asset is also tested for impairment from a group perspective. Amounts reported in the financial statements of
subsidiaries have been adjusted where necessary to ensure consistency with the accounting policies adopted by the Group.

Non-controlling interest is computed by multiplying the percentage of minority to the fair value of assets and liabilities. The
operating results starting from the purchasing date or occurring till the date of sale of the investments that are being sold or
purchased within the year are included in the consolidated income statement.

Subsidiaries are fully consolidated from the date of acquisition, being the date on which the Group obtains control, and continue to
the consolidated until the date when such control ceases.

The Group has equity investments in companies which are not publicly traded. These equity investments are not held for trading.
They are stated at costs less any impairment charges. The Group plans to continue to hold its investments in these companies.
These equity investments are entities over which the Group is able to exert significant influence over their economic activities (note
10) which were not significant as of 31 December 2017 and 2016.
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The new standards, amendments and interpretations

The accounting policies adopted in preparation of the consolidated financial statements as at 31 December 2017 are consistent
with those of the previous financial year, except for the adoption of new and amended IFRS and IFRIC interpretations effective as
of 1 January 2017. The effects of these standards and interpretations on the Group’s financial position and performance have been
disclosed in the related paragraphs.

a. The new standards, amendments and interpretations which are effective as at 1 January 2017 are as follows:

- IAS 7 Statement of Cash Flows (Amendments)

- IAS 12 Income Taxes: Recognition of Deferred Tax Assets for Unrealised Losses (Amendments)

Annual Improvements to IFRS - 2014-2016 Cycle

- IFRS 12 Disclosure of Interests in Other Entities

The amendment is not applicable for the Group and will not have an impact on the financial position or performance of the Group.
b. Standards issued but not yet effective and not early adopted

- IFRS 15 Revenue from Contracts with Customers
- IFRS 9 Financial Instruments
« Classification and Measurement of Financial Assets
« Hedge accounting
- IFRS 4 Insurance Contracts (Amendments)
- IFRIC 22 Foreign Currency Transactions and Advance Consideration
- IFRS 2 Classification and Measurement of Share-based Payment Transactions (Amendments)
- Amendments to IAS 28 Investments in Associates and Joint Ventures (Amendments)
- 1AS 40 Investment Property: Transfers of Investment Property (Amendments)
- IFRS 10 and IAS 28: Sale or Contribution of Assets between an Investor and its Associate or Joint Venture (Amendments)

The Group management will evaluate the effect of the aforementioned changes within its operations and apply changes starting
from effective date. It is expected that the application of the standards and the interpretations above will not have a significant
effect on the consolidated financial statements of the Group.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies followed in the preparation of the accompanying consolidated financial statements are set forth
below:

Cash and Cash Equivalents
Cash and cash equivalents comprise of cash in hand, bank deposits and short-term investments, which can easily be converted
into cash for a known amount, has high liquidity with maturities of 3 months or less. The amounts paid under the reverse

repurchase agreements are included in the cash and cash equivalents. Recorded value is estimated market value of other cash
and bank deposits on the balance.
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Marketable securities are shown at market value which approximate their fair values. Marketable securities are public sector bonds,
notes and bills which have a maturity of less than one month, which are classified under cash and cash equivalents.

Trade Receivables and Allowance For Doubtful Receivables

Trade receivables and notes receivable are recognized at original invoice amount and discounted to present value less an
allowance for any uncollectible amounts. An estimate for doubtful receivable is made when collection of the full amount is no
longer probable. Bad debts are written off when identified. In case the provision decreases as a result of an event that occurs after
write off, the amount is reflected on the income statement in the current period.

Based on an evaluation of its trade portfolio such as volume, character of outstanding loans, past loan experience and general
economic conditions management provides a general reserve that it believes is adequate to cover possible losses and
uncollectible amounts in the Group’s receivables, in addition to specific reserves provided for receivables in legal follow-up.

Related Parties

For the purpose of the accompanying consolidated financial statements, key personnel in management and board of directors,
their family and controlled or dependent companies, participations and subsidiaries of the Group are referred to as related parties.

Inventory

Inventory (including finished goods and raw materials) are valued at the lower of cost and net realizable value. Cost is calculated
using the weighted average method. Net realizable value represents the estimated selling price less all estimated costs to
completion and costs to be incurred in marketing, selling and distribution. The cost of inventories cover all purchasing costs,
conversion costs and other expenses made to bring the inventories into their current state and condition.

Investments in associates

The unconsolidated equity investments are carried at cost, reduced where necessary to reflect permanent impairment in value.
Goodwill

Goodwill is taken into account at the consolidation stage. Goodwill is the difference of the realizable value and cost of a subsidiary.
Goodwill is carried at cost as reduced by appropriate provisions for diminution in the value of goodwill (if one exists) in the
accompanying consolidated financial statements.

Assets held for sale

Non-current assets, or disposal groups comprising assets and liabilities, are classified as held for sale if it is highly probable that
they will be recovered primarily through sale or distribution rather than through continuing use.

Immediately before classification as held for sale, the assets, or components of a disposal group, are remeasured in accordance
with the Group’s accounting policies. Thereafter generally the assets, or disposal group, are measured at the lower of their carrying

amount and fair value less costs to sell.

Once classified as held for sale, intangible assets and property, plant and equipment are not amortised or depreciated, and equity
accounted investee is no longer equity accounted.
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Property, Plant and Equipment Related Depreciation

Property, plant and equipment (except land, buildings and machinery and equipment) are carried at cost, less any accumulated
depreciation and any impairment loss. The Group has opted for the option of measuring the land, buildings and machinery and
equipment in the tangible fixed assets by revaluation method. The revalued amount is the fair value at the revaluation date, less
accumulated depreciation and subsequent accumulated impairment losses. Gain on fair value of land, buildings and machinery and
equipment are recoginsed in revaluation of property, plant and equipment after net off tax. Depreciation is provided on pro-rata
basis. Repair and maintenance expenditure related to property, plant and equipment is expensed as incurred. The depreciation
periods for property, plant and equipment which approximate the economic useful lives of such assets, are as follows:

Year
Buildings 10-50
Leasehold Improvements 5-10
Machinery and Equipment © 3-40
Motor Vehicles 5-8
Furniture and Fixtures 5-15
Biological Assets 10
Other Tangible Assets 5-10
) Breakdown of machinery and equipment is as follows:
Wind Electricity Powerhouse 20
Natural Gas Power Plants 20
Fuel Oil Power Plants 3-40
Natural Gas Distribution Machinery and Equipments 4-25
Hydroelectric Power Plants 40
Coal Plants 40

During the production phase of the mine, the material removed when stripping in the production phase, often it will be a
combination of ore and waste. Removal of material with a low ratio of ore to waste may produce some usable material, which
can be used to produce inventory. This removal might also provide access to deeper levels of material that have a higher ratio of
ore to waste that will be mined in future periods. The Group, recognize stripping activity asset when it is probable that the future
economic benefit associated with the stripping activity will flow to the Group, identify the component of the ore body for which
access has been improved; and the costs relating to the stripping activity associated with that component can be measured
reliably. The Group shall allocate the production stripping costs between the inventory produced and the stripping activity asset
by using an allocation basis that is based on mineral content of the ore extracted compared with expected mineral content to be
extracted, for a given quantity of ore produced.

Since some incidental operations may take place at the same time as the production stripping activity, but which are not necessary

for the production stripping activity to continue as planned, these incidental operations are not be included in the cost of the
stripping activity asset.
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Intangible Assets and Amortization

An intangible asset is recognized if it meets the identifiably criterion of intangibles, control exists over the asset, it is probable
that the expected future economic benefits that are attributable to the asset will flow to the entity and the costs can be measured
reliably. Amortization is provided on the restated amounts on a straight-line basis.

The distribution systems and plants constructed in the aftermath of the Agreement for Operating Rights Transfer signed on
24.07.2006, between the Group and Turkiye Elektrik Dagitim A.S. were determined to be within the scope of IFRIC 12 and were
classified as intangible assets in the accompanying consolidated financial statements.

Under the Agreement for Operating Right Transfer agreement signed on 24.07.2006, between Group and Tirkiye Elektrik
Dagitim A.S. (TEDAS) , the operating rights of the distribution systems, distribution plants and other immovable and movable plant
assets required for operating the distribution systems, that are owned by TEDAS were transferred to the Group at a value of TL
173.073.300. The Group booked these rights under “Intangible Assets” (note 12).

Useful lives
Operating Rights 30 years
Other Rights 5-15 years
Other Intangible Assets 3-10 years

Network and Distribution Facilities )

OAll the distribution plants and facilities are amortized over the remaining period of the operating right transfer agreement.
Impairment of Assets

Assets that have indefinite useful lives, for example goodwill, are not subject to amortization and are tested annually for
impairment. Assets that are subject to amortization are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable. An impairment loss is recognized for the amount by which the asset’s
carrying amount exceeds its recoverable amount. Recoverable amount is the higher of an asset’s fair value less costs to sell or
value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash flows (cash generating units). Non-financial assets other than goodwill that suffered impairment are reviewed for
possible reversal of the impairment at each reporting date.

Financial Liabilities

Interest bearing bank loans are recorded at the proceeds received, net of direct issue costs. Finance charges are accounted for on
an accrual basis and shown in other liabilities and expense accruals to the extent they are not settled in the period in which they
arise.

Finance Leases

Finance leases are capitalized at the inception of the lease at the lower of the fair value of the leased property after tax advantages
or incentives have been deducted, or the present value of the minimum lease payments. Principal lease payments are recorded as

a payable and are reduced as paid; the interest element is charged to the statement of income as expense during the lease period.
Property, plant and equipment acquired under finance leases are depreciated over the estimated useful life of the asset.
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Trade Payables

Trade payables are stated at their nominal values, discounted as appropriate.

Minority Put Option Liability

Minority put option liability is valued according to their fair value (note 22-d).

Taxation and Deferred Income Taxes

Income tax expense represents the sum of the tax currently payable and deferred tax.

Current tax: The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as reported in the
income statement because it excludes items of income or expense that are taxable or deductible in other years and it further
excludes items that are never taxable or deductible. The Group’s liability for current tax is calculated using tax rates that have been

enacted or substantively enacted by the balance sheet date.

Deferred tax: Deferred tax is provided, using the liability method, on all temporary differences at the balance sheet date between
the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Employee Benefits / Retirement Pay Provision

Under the Turkish Labor Law and union agreements, severance payments are made to employees retiring or involuntarily leaving
the Group. Such payments are considered as being part of defined retirement benefit plan as per International Accounting
Standard No: 19 (revised) “Employee Benefits” (“IAS 19”). The retirement benefit obligation recognized in the balance sheet
represents the present value of the defined benefit obligation as adjusted for unrecognized actuarial gains and losses.

Operating Expenses

Operating expenses are recognized in profit or loss upon utilization of the service or at the date of their origin. Expenditure for
warranties is recognized and charged against the associated provision when the related revenue is recognized.

Revenue Recognition

Revenue involves the goods and service sales invoiced value. Revenues are recognized on an accrual basis at the time deliveries
of goods and services or acceptances are made, the transfer of risks and benefits related to good are realized, the amount of
revenue can be measured reliably and it is probable that the economic benefits associated with the transaction will flow to the
Group, at the fair value of the consideration received or receivable. The significant risks and benefits in sales are transferred when
the goods are delivered or legal proprietorship is transferred to the customer. Interest income and expenses are recognized in the
income statement on an accrual basis. Net sales represent the invoiced value of goods shipped less sales returns and commission
and excluding sales taxes.

Aksa Energy: Electric energy revenue is recognized upon transmission to the customer.

Aksa Power Generation: Revenue from the sale of goods is recognized in the income statement when the significant risks and
rewards of ownership have been transferred to the buyer.
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Aksa Electricity and Natural Gas Distribution: Revenues on sales of electricity and gas are recognized when monthly billings are
made. In addition, estimated unbilled revenues are accrued for services provided to retail customers from the meter read date to
month-end. Unbilled revenues are calculated based upon each month’s actual net system load, the number of days from meter-
reading date to month-end, and current retail customer prices.

Research and Development Costs

Research expenditure is recognised as an expense as incurred. Costs incurred on development projects (relating to the design
and testing of new or improved products) are recognised as intangible assets to the extent that such expenditure is expected to
generate future economic benefits. Development costs that have been capitalised are amortised over five years.

Derivative Financial instruments

Derivative financial instruments are initially recognized at the acquisition cost reflecting the fair value on the date on which a
derivative contract is entered into and are subsequently remeasured at fair value. The derivative instruments of the Group mainly
consist of foreign exchange forward contracts and currency / interest rate swap instruments. These derivative transactions, even
though providing effective economic hedges under the Group risk management position, do not generally qualify for hedge
accounting under the specific rules and are therefore treated as derivatives held for trading in the financial statements. The fair
value changes for these derivatives are recognized in the income statement.

Offsetting

Financial assets and liabilities are offset and the net amount reported in the balance sheet when there is an intention to settle on a
net basis or realize the asset and settle the liability simultaneously.

Foreign Currency Transactions and Translation
Transactions in foreign currencies during the periods have been translated at the exchange rates prevailing at the dates of these
transactions. Balance sheet items denominated in foreign currencies have been translated at the exchange rates prevailing at the

balance sheet dates. The foreign exchange gains and losses are recognized in the income statement.

The year-end rates used for USD, EURO, CHF, GBP, AED and CNY are shown below:

Currency 3112.2017 3112.2016
UsD 3,7719 3,5192
EURO 4,5155 3,7099
CHF 3,8548 3,4454
GBP 5,0803 4,3189
AED 1,0278 0,9582
CNY 0,5762 0,5050
Provisions

A provision is recognized when, and only when an enterprise has a present obligation (legal or constructive) as a result of a past
event and it is probable (i.e. more likely than not) that an outflow of resources embodying economic benefits will be required to
settle the obligation, and a reliable estimate can be made of the amount of the obligation. Provisions are reviewed at each balance
sheet date and adjusted to reflect the current best estimate.
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Commitments and Contingencies

Transactions that may give rise to contingencies and commitments are those where the outcome and the performance of which will
be ultimately confirmed only on the occurrence or non occurrence of certain future events, unless the expected performance is not
very likely. Accordingly, contingent losses are recognized in the consolidated financial statements if a reasonable estimate of the
amount of the resulting loss can be made. Contingent gains are reflected only if it is probable that the gain will be realized.

Use of Estimates

The preparation of consolidated financial statements in conformity with IAS requires management to make estimates and
assumptions that affect reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements, and the reported amounts of revenues and expenses during the reporting period. Actual results could
differ from these estimates. These estimates are reviewed periodically, and as adjustments become necessary, they are reported in
earnings in the periods in which they become known.

Significant Management judgment in Applying Accounting Policies

The following are significant management judgments in applying the accounting policies of the Group that have the most
significant effect on the consolidated financial statements:

Impairment: An impairment loss is recognized for the amount by which the asset’s carrying amount exceeds its recoverable
amount. To determine the recoverable amount, management makes assumptions about future events and circumstances.

Provisions: The Group is currently defending certain lawsuits where the actual outcome may vary from the amount recognized in
the financial statements. None of the provisions will be discussed here in further detail so as not to seriously prejudice the Group’s
position in the related disputes.

Inventories: in estimating net realizable values, management takes into account the most reliable evidence available at the times
the estimates are made.

EBITDA

EBITDA is defined as earnings before interest expense, income tax expense (benefit), depreciation and amortization. This
information should be read with the statements of cash flows contained in the accompanying consolidated financial statements.
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4. CASH AND CASH EQUIVALENTS

3112.2017 3112.2016

Cash on Hand 4724.387 5.165.264
Cash at Banks

-Demand Deposits 253.934.403 327.918.104

-Time Deposits and Blocked Accounts () 156.833.163 488.998.607

Other Liquid Assets 44.962.577 32.821.292

460.454.530 854.903.267

0 As of 31 December 2017, blocked accounts amount is TL 59.759.309 and it is related to the liabilities of the Group, in accordance with provision of the loan agreements

(3112.2016: TL 246.702.837).
) Mainly consists of collections made with credit cards.

5. TRADE RECEIVABLES

Current trade receivables 31.12.2017 3112.2016
Customers’ Current Accounts 1.878.365.882 1.268.273.223
Notes Receivable 60.247.930 58.565.958
Unearned Interest on Receivable (-) (6.497.455) (5.758.240)
Provision for Doubtful Receivables (-) (175.028.764) (182.949.821)

1.757.087.593 1138131120

As of 31 December 2017 and 2016, the movement of the allowance for doubtful trade receivables is as follows:

01.01.- 3112.2017

01.01.- 3112.2016

Opening Balances at 1 January 182.949.821 132.799.775
Reversal of Provisions and Collections Received (52.062.068) (23.311.579)
Foreign Currency Translation Differences (-) 58.663 79149
Increase in Provisions 44.082.348 57.354.459
Merging Effect - 1165.658
Restatement Difference - 14.862.359
Ending balance 175.028.764 182.949.821

6. DUE FROM / TO RELATED PARTIES AND SHAREHOLDERS

Due from/to related parties and shareholders are comprised of balances with Kazanci Family and companies which are related to

Kazanci Group Companies.
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7. INVENTORIES

3112.2017 3112.2016
Raw Materials 384.747790 261.762.768
Finished Goods 126.714.527 107.476.151
Work in Process 69.855.508 45.809.326
Merchandise 87.656.691 44763.415
Other Inventories 422.632.913 432.991.624
Provision for Diminution in Value of Inventory (-) (13.840.601) (13.611.911)
1.077.766.828 879.191.373

8. OTHER CURRENT / NON-CURRENT ASSETS
Other Current Assets 3112.2017 3112.2016
Vat Carried Forward 313.898.003 300.625.375
Advances Given 32.970.995 99.799.630
Prepaid Expenses ¢ 43.558.611 25.133.988
Prepaid Taxes and Funds 18.473.918 12.714.826
Advances Given for Business Purposes 870.955 16.543.725
Advances Given to Personnel 117.956 718.206
Deposits Given 08.388 2.588.113
Other Doubtful Receivables 1.028.237 1195.771
Provision for Other Sundry Receivables (1.028.237) (1195.771)
Sundry Debtors 42.877790 16.114.062
452.866.616 474.237.925

) Prepaid expenses are mainly related to rent and insurance expenses.

As of 31 December 2017 and 2016, the movement of the allowance for doubtful receivables is as follows:

01.01.- 3112.2017

01.01.- 3112.2016

Opening Balances at 1 January 1195771 9.305.330
Restatement Difference - (8173.855)
Increase in Provisions 24.605 64.296
Reversal of Provisions and Collections Received (192139) -
Ending Balance 1.028.237 1195.771
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Other Non - Current Assets 3112.2017 3112.2016
Deposits Given (Goldman Sachs Transaction- Note 22-d) 1131.570.000 1.055.760.000
Advances Given 4734.571 1.957.851
Deposits Given 33.629.428 37741.049
Prepaid Expenses 467.414 1159.374
Other 1.353.724 1.763.420

1171.755137 1.098.381.694

9. COST OF CONSTRUCTION AND REPAIR / DEFERRED REVENUE IN EXCESS OF COSTS ON UNCOMPLETED CONTRACTS
Services given to Coruh and Firat Elektrik Dagitim A.S. for the energy transmission facility costs and progress payments.

The portion of the ongoing construction of the transmission line portion of facility costs jobs that is not reflected to the costs, is

the cost of long-term construction and repair. The amounts collected for the ongoing construction of the amounts charged for the

power transmission line installation work, is the progress payments of construction and repair.

10. INVESTMENTS IN ASSOCIATES

3112.2017 3112.2016

Enerji Piyasalari isletme A.S. © 1.649.632 1.649.632
Rize insaat Yatinm A.S. ) 1.522.500 1.522.500
Rize Spor Futbol Yatirnm 575.000 575.000
African Power Investments BV. () - 85.037
Other 36.005 35.005
3.783137 3.867174

0 As of 20.11.2014, the Group participated in the shareholding structure of EPIAS as one of the Kazanci Holding Group Companies, by investing TL 1.649.632 cash in the
paid in capital of EPIAS and became 2,68% shareholder EPIAS.

) No consolidation or equity accounting has been applied due to immateriality of the above noted entities’ economic activities.

" As of 31 December 2017, African Power has been included in the consolidation.
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The breakdown of construction in progress is as follows:

Technical Investment

Completion Expenditures

Ghana Investment ® 99,00% 97120.827
Electricity Distribution Facilities 83.839.365
Other 59.983.919
240.944111

 The construction of power plant with a capacity of 370 MW in Ghana.
(") The Group’s land and building and land improvements and machinery and equipment are measured the their fair value amount which their accumulated depreciation
has been reduced from fair value on the date of revaluation. Measurement of land and building and land improvements and machinery and equipment has been made

by TSKB Gayrimenkul Degerleme A.S. which is an independent valuation expert, as of 31 December 2017. Fair value of land and building and land improvements and
machinery and equipment have been determined according to cost method. Gain in value for tangible assets have been identified as TL 1.157.853.041.

The allocation of depreciation and amortization expenses for the years ended 31 December 2017 and 2016 are as follows:

01.01.-3112.2017 01.01.-3112.2016

Cost of Sales 399.988.787 339.058152
General Administrative Expenses (Note 24) 11.654.533 11.953.975
Marketing, Selling and Distribution Expenses (Note 24) 3.613.258 2.891.661

415.256.578 353.903.788
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13. GOODWILL

Goodwill is analysed as excess payments in relation to acquisition of the following companies:

3112.2017 3112.2016

Firat Aksa Elektrik Hizmetleri A.S. 103.024.893 103.024.893
Coruh Aksa Elektrik Hizmetleri A.S. 62.626.429 62.626.429
Natural Gas Investments () 7.728.393 7728.393
ATK Sigorta ve Aracilik Hizmetleri Ltd. Sti. 16.974.466 16.974.466
Other @ 10.937134 14.435.974
201.291.315 204.790.155

M1n 2017, the Group sold its shares in Ayres Ayvacik Riizgar. As a result of this transaction, the Group lost the control on this subsidiary and the goodwill amounting to TL

3.498.840 related to Ayres Ayvacik Riizgar was derecognised.

These goodwill amounts are further analysed as follows:

Firat Aksa Elektrik Hizmetleri A.S. during 2010

Payment (USD 230.250.000) 355.966.500
Less: Fair Value of the Asset Acquired 219.691.433
Goodwill 136.275.067

As of 31 December 2013, goodwill is revised as TL 103.024.893. The reason for decrease in goodwill is due to revision of the fair
value of the assets acquired at acquisition date. In particular, this is in relation to subsequent collection of trade receivables for

which bad debt provision had been set aside.

Coruh Aksa Elektrik Hizmetleri A.S. during 2010

Payment (USD 227.000.000) 332.981.834
Less: Fair Value of the Asset Acquired 266.657.346
Goodwill 66.324.488

As of 31 December 2013, goodwill is revised as TL 62.626.429. The reason for decrease in goodwill is due to revision of the fair
value of the assets acquired at acquisition date. In particular, this is in relation to subsequent collection of trade receivables for

which bad debt provision had been set aside.
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Investments in Natural Gas Companies during 2010

Payment 600.000
Less: Fair Value of the Asset Acquired (7128.393)
Goodwill 7.728.393

O Investments in natural gas companies are comprised of Bandirma Dogalgaz Dagitim A.S., Elazig Dogalgaz Dagitim A.S., Sivas Dogalgaz Dagitim A.S., Tokat Dogalgaz

Dagitim A.S., Trakya Dogalgaz Dagitim A.S., Gemlik Dogalgaz Dagitim A.S. and Anadolu Dogalgaz Toptan A.S..

ATK Sigorta ve Aracilik Hizmetleri during 2016

Payment (21.03.2016) 22.843.200
Less: Fair Value of the Asset Acquired 5.868.734
Goodwill 16.974.466
14. FINANCIAL LIABILITIES

3112.2017 3112.2016
Current Portion of Long-Term Bank Loans 1.361.259.087 1.360.874.237
Short-Term Bank Loans 1.265.335.780 893.557.692
Factoring Payables 275.480.178 351176.285
Bond Issuance 84.023.074 163.062.229
Interest Expense Accruals 128.961.570 98.007.315
Finance Lease Liabilities, Net 28.953.413 62.255.263

Total Short Term Financial Liabilities

3.144.013.102 2.928.933.021

Long-Term Bank Loans 4.402.565.544 4.439.986.302
Bond Issuance 119.166.031 174.083.496
Finance Lease Liabilities, Net 59.084.965 145.628.521
Factoring Payables 17112.079 77.228.970

Total Long Term Financial Liabilities

4.597.928.619 4.836.927.289

Grand Total

7.741.941.721 7.765.860.310

As of 31 December 2017, the effective interest rate of the long term TL loans is between 12,25-18,50%, USD loans is between
1%-7,50%, EURO loans is between 1,80%-7,0%, GBP loans is 1,75%, CNY loans is between 4,35%-4,75% and AED loans is 4,25%
(3112.2016: TL loans varied between 7%-18,50%, USD loans varied between 1%-7,98%, EURO loans varied between 1,80%-7,30%,

GBP loans is 1,75, CNY loans is between 4,35%-4,75% and AED loans is 4,25%).
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The Group paid principal payment of bond amount TL 135.000.000 as of 15 November 2017.

The Group have bond issuance at a nominal amount of TL 60.000.000, to be quarterly paid within 2 years maturity bond based on
3,3763 % coupon rate on 24 June 2016. The maturity date of restated bonds is on 28 June 2018.

The Group have bond issuance at a nominal amount of TL 140.000.000, to be quarterly paid within 3 years maturity bond based on
3,6795 % coupon rate on 28 June 2016. The maturity date of restated bonds is on 26 June 2019.

As of 31 December 2017, the repayment schedule of short term and long term loans is as follows:

Total TL
Payment Year uUsb EURO GBP CNY AED TL Equivalent
Payable in 1 Year 346.717.844  39.461.312 17700 232.983.996 65.225 1.006.215.280 2.626.594.867
Payable in 1-2 Years 155.035.381  10.361.626 - - 109.881 419.414732 1.051.093.542
Payable in 2-3 Years 125.781.371 2.999.060 - - - 239.877.336 727.854.345
Payable in 3-4 Years 116.264.078 1.589.367 - - - 160.866.730 606.579.993
Payable over 4 Years 352.961.704 - - - - 685.701.416  2.017.037.664
1.096.760.378 54.411.365 17.700 232.983.996 175106 2.512.075.494 7.029.160.411
Factoring Payables

As of 31 December 2017 and 2016, the breakdown of the factoring payables is as follows:
3112.2017 3112.2016
Short-Term © 275.480.178 351.176.285
Total Short Term 275.480178 351.176.285
Long-Term 0 17112.079 77.228.970
Total Long Term 17112.079 77.228.970
Total 292.592.257 428.405.255

O As of 3112.2017, TL 192.895.768 (31.12.2016: TL 204.965.219) of total liabilities has occurred by the service purchase agreement signed via leasing between KIBTEK
and the Group which is based on electricity receivable for the future periods by factoring.
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Lease Payables

The Group acquired machinery and equipment via financial leasing. As of 31 December 2017, the repayment schedule of short term

and long term leasing obligations is as follows:

Lease Payables USD EURO Total TL Equivalent
Payable in 1 Year 6.773.680 753.796 28.953.413
Payable in 1-2 Years 4.879.408 792.845 21.984.731
Payable in 2-3 Years 2.062.766 816.007 11.465.227
Payable in 3-4 Years - 858.307 3.875.685
Payable over 4 Years - 4.818.807 21.759.322
13.715.854 8.039.762 88.038.378
15. TRADE PAYABLES
Current: 3112.2017 3112.2016

Suppliers’ Current Accounts

1.560.886.074

1.243.671.805

Electricity and Transmission System Payables 93.904.250 56.453.402
Notes Payable 47.415.861 34.271.071
Unearned Interest on Payables (-) (11.656.707) (10.982.583)
Other 3.610.906 4.030.575
Total 1.694.160.384 1.327.444.270
Non - Current: 3112.2017 3112.2016
Suppliers’ Current Accounts 9.738.507 8.442.717
Unearned Interest on Trade Payable (-) (1.294.356) (851.458)

8.444151 7.591.259
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16. CURRENT TAX LIABILITIES

The Group is subject to Turkish corporate taxes. Tax legislation in Turkey does not permit a Parent company and its subsidiary to
file a consolidated tax return. Therefore, provisions for taxes as reflected in the accompanying consolidated financial statements
are calculated on a separate-entity basis.

The corporation tax rate on the profits for the calendar year 2017 is 20% (2016: 20%). However, the Corporate Tax Law has been
ammended effective from 01.01.2018. Accordingly, corporation tax rate has been revised to 22% for the corporate earnings of fiscal
years of 2018, 2019 and 2020.

Taxable profits are calculated by addition of tax disallowed expenses to and deduction of tax exemptions (investment income
exemption) and deductions (investment incentive deductions) from the profit disclosed in the statutory income. No other taxes are
paid unless profits are distributed.

Advance (prepaid) corporation taxes are payable on quarterly profits at the rate of 20% (2016: 20%). Such taxes after deduction
of the taxes prepaid quarterly must be declared by the 14th of the second month following any tax period and paid by the 17th.
Advance corporation tax may be offset against others debts to the government.

Tax losses that are reported in the Corporation Tax return can be carried forward and deducted from the corporation tax base for a
maximum of five consecutive years.

In Turkey, there is no procedure for a final and definitive agreement on tax assessments. Companies file their tax returns within the
25th of the fourth month following the close of the related financial year. Tax returns are open for five years from the beginning

of the year that follows the date of filing during which time the tax authorities have the right to audit tax returns, and the related
accounting records on which they are based, and may issue re-assessments based on their findings.

Tax applications for foreign subsidiaries of the Group

« In China, Aksa Power Generators — Changzou is subject to corporation tax rate at the rate of 12,5%, Aksa Power Generators —
China is subject to corporation tax rate at the rate of 25% and Aksa Jiangyin is subject to corporation tax rate at the rate of 25%.

« In Kazakhstan, Aksa Kazakhstan Ltd. is subject to corporation tax rate at the rate of 20%.

« In Russia, Aksa Russia Limited Liability Company is subject to corporation tax rate at the rate of 20%.
« In Algeria, Eurl Aksa Generateurs Algeria is subject to corporation tax rate at the rate of 25%.

« In England, Aksa International UK Ltd. is subject to corporation tax rate at the rate of 20%.

- In Singapore, Aksa Far East Pte Ltd. is subject to corporation tax rate at the rate of 17%.

« In Dubai, Aksa Power Generation Fze (Dubai) is tax exempt.
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« In Republic of Ghana, Aksa Energy Company Ghana Limited is subject to corporation tax rate at the rate of 25%.

- In Turkish Republic Of Northern Cyprus (“KKTC”), Aksa Enerji Uretim A.S.-Y.S. is subject to corporation tax rate at the rate of

23,5%.

« In Netherland, Aksa Ghana B.V,, Aksa Global Investment B.V., and African Power Investments BV. are subject to corporation tax

rate at the rate of 20%.
« In Republic of Mauritius, Aksaf Power Ltd. is subject to corporation tax rate at the rate of 0%.
« In Republic of Mali, Aksa Mali S.A. is subject to corporation tax rate at the rate of 30%.
« In Republic of Madagascar, Aksa Madagascar B.V. is subject to corporation tax rate at the rate of 20%.

The tax liabilities included in the accompanying financial statements comprise:

a) Included in the income statement: 3112.2017 3112.2016
Current Tax Charge (63.338.410) (84.375.889)
Deferred Tax Credit / (Charge), Net 35.395.972 69.854.506

(27.942.438) (14.521.383)
b) Included in the balance sheet: 3112.2017 3112.2016
Taxation Payable on Income (Current) 16.910127 20.000.693
Deferred Tax Assets 45.068.074 198.391.180
Deferred Tax Liabilities 145.074.750 92.010.757

The Group recognizes deferred tax assets and liabilities based upon temporary differences arising between its financial statements
as reported for IAS purposes and its statutory tax financial statements. These differences usually result in the recognition of

revenue and expenses in different reporting periods for IAS and tax purposes.
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17. OTHER CURRENT AND NON-CURRENT LIABILITIES

Current 3112.2017 3112.2016
Order Advances Received @ 124738783 39.902.025
Taxes, Dues and Social Security Premiums Payable 63.636.065 61.374.228
Deferred Income @ 9.316.360 27.999.572
Deposits and Guarantees Received 36.778.593 33.153.953
Due to Personnel 27.075.980 19.241.918
Subscribe Security Deposit Refunds 9.547.295 5.437125
Other Provisions 10.349.352 6.042.213
Vacation Provision 5.521155 5133.312
Other Expense Accurals 10.022.798 8.525.437
Other Sundry Payables 18.932.101 17.989.418

315.918.482 224.799.201

OTL 56.340.906 of advances received comprise of the advance payment, is due to sale of incesu power plant which is held by Aksa Enerji is taken from Deniz Elektrik
within Fernas Group of Companies. The related was completed on 17 January 2018.

@ Deferred income is mainly accrual for interest income regarding overdue receivables of Firat Aksa Elektrik Hizmetleri A.S. and Coruh Aksa Elektrik Hizmetleri A.S. and
income accruals of Aksa Jenerator Sanayi A.S. related to international sales which customs operations are still continuing.

Non - Current 3112.2017 3112.2016
Deposits and Guarantees Received® 1.013.323.029 855.383.795
Payable to TEDAS @ 28.474150 25172.815
Disputed Debt to TEIAS ® 5.017.633 5.921.565
Order Advances Received 2.327.204 2.316.151
Overdue or Deferred Taxes and Dues Payable (Law No 6736) (Note 2) 1.305.914 2.238.399
Other 2.504.787 1.692.112

1.052.952.717 892.724.837

® These are mainly in the nature of deposits received from consumers which are held as guarantees for the receivables risk.

@ Prior to the scope of Coruh Elektrik Dagitim A.S. and Firat Elektrik Dagitim A.S. privatization, the amount of loan provided by European Investment Bank (EIB) to TEDAS
regional distribution offices for investment and consumption expenditures. The amount is being paid by TEDAS and reflected to the Group.

® Provision for disputed liability to TEIAS is in relation to excess utilisation of electricity limit. The penalty covers the period between the years 2007 and 2015 which also
includes the pre-privatization period (September 2010 for the Group). The Group has exercised the right of appeal and applied to the court. As of 31 December 2017 and
2016, the Group management decided to use a conservative approach and made full provision for the related amount.
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18. EMPLOYEE TERMINATION BENEFIT LIABILITY

Under the Turkish Labour Law, the Group is required to pay employment termination benefits to each employee who has
completed one year of service and whose employment is terminated without due cause, is called up for military service, dies or
who retires after completing 25 years of service (20 years for women) and achieves the retirement age (58 for women and 60
for men). The provision is made in respect of all eligible employees, at a rate of 30 days gross pay for each year of service. The
amount payable consists of one month’s salary limited to a maximum of TL 4.732 for each year of service as of 31 December 2017
(3112.2016 : TL 4.297).

The liability is not funded, as there is no funding requirement.

Under the China Labor Law, an employee shall be paid severance pay based on the number of years worked with the employer
at the rate of one month’s wage for each full year worked. Any period of not less than six months but less than one year shall be
counted as one year. The severance pay payable to a employee for any period of less than six months shall be one-half of his/ her
monthly wages.

If the monthly wage of an employee is greater than three times the average monthly wage of employees in the employer’s area

as published by the People’s Government at the level of municipality directly under the central government or municipality divided
into districts of the areal where the Employer is located, the rate for the severance pay paid to him shall be three times the average
monthly wage of employees and shall be for not more than 12 years of work.

For the purposes of this Article 47, the term “monthly wage” means the employee’s average monthly wage for the 12 months prior
to the termination or ending of his /her employment contract.

The provision has been calculated by estimating the present value of the future probable obligation of the Group arising from the
retirement of the employees.

Communiqué require actuarial valuation methods to be developed to estimate the enterprises’ obligation under defined benefit
plans. Accordingly, the following actuarial assumptions were used in the calculation of the total liability:

3112.2017 3112.2016
Discount rate % 11,50 11,00
Inflation rate % 8,00 7,00
Movements of the provision for employee termination benefits during the period are as follows:

3112.2017 3112.2016
Balance at 1 January 49.043.809 43.491.501
Service Cost " 4.352.566 8.026.122
Interest Cost " 4.989.993 4107.496
Actuarial Difference (2.266.109) 2.053.066
Transfer to Liabilities Held for Sale - (526.877)
Payments Made during the Year (-) (9.274.870) (6.948.100)
Disposal of Subsidiaries - (1.309.827)
Translation Difference 76.566 150.428
Effect of Change in Accounting Estimates (Note 2) (8.891.234) -
Balance at End of the Year 38.030.721 49.043.809
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0 The provision of employment termination benefits in income statement:

01.01.-3112.2017  01.01.-31112.2016

Cost of Sales 4183.489 7.388.209
Marketing, Selling and Distribution Expenses (note 24) 169.023 273.054
General Administrative Expenses (note 24) 4.990.047 4.472.355
Total 9.342.559 12133.618
19. SHARE CAPITAL

The share capital of Kazanci Holding A.S. consists of ordinary shares with a par value of TL 1. All shares are equally eligible to
receive dividends and the repayment of capital and represent one vote at the shareholders’ meeting of Kazanci Holding A.S..

3112.2017 % 3112.2016 %
Saban Cemil Kazanci 66.911.492 60,28 66.911.492 60,28
Ali Metin Kazanci 32.200.008 29,01 32.200.008 29,01
Mehmet Kazanci 6.531.250 5,88 6.531.250 5,88
Tilay Kazanci 5.356.250 4,83 5.356.250 4,83
Necati Baykal 1.000 - 1.000 -
Historic Share Capital 111.000.000 100 111.000.000 100
Inflation Adjustment to Share Capital 2.535.870 2.535.870
Inflation Adjusted Share Capital 113.535.870 113.535.870

20. GENERAL RESERVES

General reserves comprise retained earnings (prior years’ undistributed income), translation gain / (loss), actuarial gain / (loss),
revaluation fund and legal reserves.

The legal reserves are appropriated in accordance with the Turkish Commercial Code. The first legal reserve is appropriated out
of statutory profits at the rate of 5% per annum, until the total reserve reaches 20% of the paid-in share capital. The second legal
reserve is appropriated at the rate of 10% per annum of all cash distributions in excess of 5% of the paid-in share capital. The legal
reserves are not available for distribution unless they exceed 50% of the paid-in share capital but may be used to offset losses in
the event that the general reserve is exhausted.

Retained earnings are available for distribution. However if this reserve is distributed as dividends, a further legal reserve is
required to be provided equal to 10% of dividend declared.
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21. SHARE PREMIUM

These are comprised of proceeds received in addition to the nominal value of the shares, as a result of public offering of Aksa
Enerji Uretim A.S. issued during 2010. TL 153.167.594 (3112.2016: TL 153.167.594) has been included in share premium account, after
netting off registration and other regulatory fees and taxes.

3112.2017 3112.2016
Opening Balance at 1 January 153167.594 153.167.594
Balance at End of the Year 153.167.594 153.167.594
22. COMMITMENTS AND CONTINGENCIES
(a) Letters of guarantee given to:
3112.2017 TL UsbD EURO CHF TL Equivalent
TEIAS,SEDAS,TEAS,TEDAS EPIAS, EUAS, etc. 201.372.683 2.735.058 100.000 - 212140.599
Energy Market Regulatory Authority (EMRA) 23132.000 - - - 23132.000
General Directorate of Agriculture Enterprises 11134.893 - - - 11.134.893
BOTAS - Petroleum Pipeline Corporation 2.402.242 3.830.000 - - 16.848.619
General Directorate of Turkish Coal Group 17.747.932 - - - 17.747.932
Banks 66.304.558 2.410.231 5.423.438 - 99.885.243
Electricity Distribution Companys 33.627.613 - - - 33.627.613
Other 108.182.945 46.515.000 1.250.000 800.000 292.361.089
Total 463.904.866 55.490.289 6.773.438 800.000 706.877.988
3112.2016 TL usb EURO TL Equivalent
TEIAS,SEDAS,TEAS,TEDAS EPIAS, EUAS, etc. 209.895.252 4.068.097 - 224.211.700
Energy Market Regulatory Authority (EMRA) 32.204.220 52.663.000 - 217.535.850
KKTC Electricty Administration - 3.000.000 - 10.557.600
General Directorate of Agriculture Enterprises 10128.193 - - 10128.193
BOTAS - Petroleum Pipeline Corporation 1.560.000 18.914184 - 68.122.796
Banks 7.500.000 5.410.903 16.894.604 89.219.341
Electricity Distribution Companys 42.021.715 - - 42.021.715
Other 208.249.312 5.711.360 9.559.616 263.813.950
Total 511.558.692 89.767.544 26.454.220 925.611145
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(b) Guarantees given for the Group’s loans:

Guarantee Types - 31.12.2017 Foreign Currency Currency Amount Total (TL)
Commercial Enterprise Pledge" uUsD 133.000.000 501.662.700
Bank Deposit Blockage (Note 4) usD 10.200.000 38.473.380
Bank Deposit Blockage (Note 4) TL 21.285.929 21.285.929
Assignment of Claim TL 1.742.056.934 1.742.056.934
Total 2.303.478.943

() The amount is related to Antalya power plant.

In addition Coruh Aksa Elektrik Hizmetleri A.S. and Firat Aksa Elektrik Hizmetleri A.S. shares have been pledged in favour of the
relevant bank loans at the amount of TL 145.000.000, Aksa Dogalgaz Group Companies shares have been pledged in favour of the
relevant bank loans at the amount of TL 327.737.000 and Aksa Energy Ghana Limited shares have been pledged at the amount of
TL 1.661.776.

Kazanci Holding, being the Parent Company of Aksa Enerji, secured 500 million USD long term credit facility arranged by Goldman
Sachs, China Development Bank, Garanti Bankasi and is Bankasi on 26.02.2013. 68,86% of issued capital of Aksa Enerji were
pledged as security of the credit facility to Garanti Bankasi acting as Security Agent. In August 2016, this loan has been fully repaid.

On 2 August 2016, Kazanci Holding and Aksa Dogal Gaz Dagitim A.S. entered into a new loan agreement in the amount of $800
million (“New Loan”) with the consortium led by Tiirkiye Garanti Bankasi A.S. and Tiirkiye is Bankasi A.S. with participations of T.C.
Ziraat Bankasi A.S., Turkiye Halk Bankasi A.S., Turkiye Vakiflar Bankasi T.A.O., Odea Bank A.S. and Turkiye Sinai Kalkinma Bankasi
A.S.. The aforementioned Old Loan (Goldman Sachs Loan) has been fully repaid with the proceeds of New Loan and the pledged
Aksa Energy shares in Kazanci Holding’s ownership have been released.

In addition to these released Aksa Energy shares belonging to Kazanci Holding, representing 61,98 % capital shares of Aksa
Energy and 9,74% shares of Kazanci Holding,are now pledged to be a guarantee for the new loan, to the Guarantee Representative
Turkiye is Bankasi A.S. by Kazanci Holding A.S..

Additionally, the shareholders and related Group companies gave suretyships (corporate guarantees) to Kazanci Holding A.S.
and Group companies for their bank loans. As of 31.12.2017, the Group’s total financial loan risk was TL 7.741.941.721(3112.2016: TL
7.765.860.310) (note 14).

Guarantee Types — 31.12.2016 Foreign Currency Currency Amount Total (TL)
Pledge EUR 51.000.000 189.204.900
Commercial Enterprise Pledge" usD 133.000.000 468.053.600
Bank Deposit Blockage (Note 4) usD 66.608.000 234.406.874
Bank Deposit Blockage (Note 4) TL 12.295.963 12.295.963
Assignment of Claim TL 1.096.424.507 1.096.424.507
Total 2.000.385.844
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(c) Legal lawsuits

As of 31 December 2017, there are 80.030 lawsuits pending in favor of the Group at the amount of TL 252.208.607 and there are
2.040 lawsuits pending against the Group at the amount of TL 238.861.284.

Contingent Liabilities arising from Lawsuits concerning the Reimbursement of Loss and Theft Costs in Electricity Distribution
Companies to Subscribers:

The Electricity Authority Board (EMRA), has made an amendment in “The Electricity Market Law” numbered 6446 via “The Law
Amending the Electricity Market Law and Certain Other Laws” numbered 6719 and published in Official Gazette dated 17 June 2016.
Accordingly, technical and non-technical loss concepts have been re-defined. The amendment stated that the costs concerning
these losses (provided that the losses do not exceed target rates determined by the Energy Market Regulatory Board) will be
included in distribution tariffs. Thus, the technical and non-technical loss amount is included in distribution tariffs and allocated

to consumers on a legal basis. Therefore, provision is not appropriated in 3112.2017 and 2016 consolidated financial statements
regarding the re-imbusement of illegal consumption losses.

(d) Minority put option liability

Goldman Sachs, Turkiye Is Bankasi A.S. and Turkiye Garanti Bankasi A.S. have arranged USD 400 million syndicated secured loan
to Kazanci Holding (the “New Loan Facility”). The New Loan Facility provides additional financing and is to be used to repay the
bridge facility (in part on initial utilisation with the balance on final maturity of the bridge facility). In consideration for arranging the
Transaction, Goldman Sachs has received (i) a right to the equity upside on 13,30% of shares in Aksa Enerji at any time before
the sixth anniversary of the date of utilisation of the New Loan Facility, and (ii) downside protection, through a cash collateralised
repurchase obligation at 6th year of Kazanci Holding at Goldman Sachs’ initial purchase price, on any shares in Aksa Enerji
purchased by Goldman Sachs.

As of 26.02.2013, according to the public disclosure of “New Credit”, they agreed to increase “New Credit” from USD 400 million
to USD 500 million. GS and Kazanci Holding A.S. agreed for purchasing of Aksa Enerji’s capital representing 3,32% of additional
shares through the sale of common. Following the completion of this transaction, GS’s shares on Aksa Enerji will be increased from
13,30% to 16,62%.

Further information about the transaction is summarised below:

Simultaneously with the execution of the New Loan Facility, the board of directors of Aksa Enerji initiated a process of capital
increase through private placement under registered capital system by restricting the pre-emptive rights of current shareholders.
Goldman Sachs has committed to subscribe for 35.669.118 shares with a nominal value of TL 1.00 each corresponding to circa
5,82% of the total issued share capital of Aksa Enerji (post money) for a total price of USD 105 million (to be converted into TL at an
exchange rate determined by the parties). Aksa Enerji adopted the necessary board resolutions and made the necessary approval
applications to the Capital Markets Board of Turkey, Energy Market Regulatory Authority and other authorities for the registration of
the shares that are subject to this capital increase.

a) In parallel to such private placement, Goldman Sachs has committed to purchase from Kazanci Holding existing B-type Aksa
Enerji shares representing circa 7,48% (post money) of the total issued share capital of Aksa Enerji for a total price of USD 135
million.

b) After the successful completion of the capital increase through private placement and share transfer, Goldman Sachs has subject
to the downside protection provided by Kazanci Holding, the ownership approximately 13,30% (post money) of the total issued
share capital of Aksa Enerji. The total price to be paid by Goldman Sachs for those shares (“GS Shares”) has been determined as
USD 240 million which equates to a market price per share which is different to the then exchange traded price.
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c) It has been agreed that the New Loan Facility will be used, among other things, for general corporate purposes and to repay
the bridge facility. It has a 6 year tenor with a 3 years’ grace period and secured over 65,54% shares of Aksa Enerji. Upon
completion of the equity purchase by Goldman Sachs described above, the GS Shares has been pledged as security for the New
Loan Facility and a corresponding number of shares secured under the bridge facility has been released. Consequently, 52,24%
of the Aksa Enerji shares pledged under the New Loan Facility is provided by Kazanci Holding and 13,30% is agreed to be GS
Shares. The lenders have no recourse to Goldman Sachs other than in respect of the GS Shares.

d) On the six year anniversary of the Transaction, Goldman Sachs will sell the remaining GS Shares back to Kazanci Holding at
a price per share equal to the initial purchase price. In order to secure this repurchase obligation of Kazanci Holding, and in
consideration for Goldman Sachs providing security over GS Shares, Kazanci Holding delivered cash collateral to Goldman
Sachs in an amount equal to the total price of the Aksa Enerji shares acquired by Goldman Sachs. As of 26.02.2013, the
statement made with GS and Kazanci Holding agreed to increase “new loan” from USD 400 million to USD 500 million and
GS will purchase 3,32% of Aksa Enerji’s capital through sale of partner for the USD 60 million from Kazanci Holding. Following
the completion of this transaction, GS’s share on Aksa Enerji will increase from 13,30% to 16,62%. In order to reflect the cash
collateral and minority put option liability in the consolidated financial statements, carrying value of the shares subject to option
amounting to TL 1131.570.000 (31.12.2016: TL 1.055.760.000) which is paid as cash collateral is reclassified under long-term assets
(note 8).

Difference between initial minority interest amount and the fair value amount calculated as TL 688.885.675 (31.12.2016: TL
752.062.940) and classified as “minority put option liability” under long-term liabilities and “minority put option liability reserve”
under equity is calculated in accordance with IFRS. While determining the fair value of minority put option liability as of 31
December 2017, the Company has estimated a value based on market value of the Aksa Enerji shares at Istanbul Stock Exchange
(ISE).

As of 20.04.2018, Kazanci Group (Aksa Enerji) has made a public announcement in Istanbul Exchange Disclosure Platform as
follows;

“ The syndication loan utilized by our principal shareholder Kazanci Holding A.$. (“Kazanci Holding”), by pledging the shares of our
Company held by it as security, and the transactions conducted with Goldman Sachs International (“GSI”) within such framework
were disclosed to public through the public disclosures dated July 25, 2011, July 26, 2011, August 5, 2011, October 27, 2011, April 6,
2012, December 19, 2012, December 21, 2012, February 25, 2013, August 3, 2016 and March 20, 2018. The possession of 16,62%
of the shares held by Goldman Sachs (GSI) in Aksa Enerji was transferred to Kazanci Holding under the authorization of Energy
Market Regulation Authority dated 20/04/2018 and numbered 19793. As per the relevant agreement between Kazanci Holding
A.S. and GSI and as disclosed to the public by the relevant public disclosures mentioned above, Kazanci Holding A.S. purchased
101.911.765 shares back from GSI on 20 April 2018 in consideration of US$ 2,9437229 per share and US$300,000,000 in total. As
disclosed in the public disclosure made on 6 April 2012 and in other relevant public disclosures mentioned above, the payment of
US$300,000,000 that is required to be made by Kazanci Holding A.S. to GSI has been collected by GSI through the cash collateral
provided at the relevant date and 101.911.765 shares have been transferred by GSI to Kazanci Holding A.S.. In this context, upon
performance of the obligations by the parties as mentioned above, the parties have no additional liabilities pursuant to the relevant
agreement relating to the put option. 16,62% of the shares of our Company that are received back by Kazanci Holding A.S. are
pledged by Kazanci Holding in favor of the Security Agent Tiirkiye is Bankasi A.S, as an additional security for the new Loan that
was utilized by Kazanci Holding and announced on August 3, 2016.”
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23. REVENUE AND COST OF SALES

Total Sales

01.01.-3112.2017

01.01.-3112.2016

Domestic Sales 8.797.328.852 8.880.621.595
Exports 980.285.431 271.076.717
Sale Returns and Discounts (-) (52.140.450) (106.482.820)
9.725.473.833 9.045.215.492
Cost of Sales (8.297.982.207) (7.905.815.163)
1.427.491.626 1139.400.329

24. RESEARCH AND DEVELOPMENT, MARKETING, SELLING, DISTRIBUTION AND GENERAL ADMINISTRATIVE EXPENSES

01.01.-3112.2017

01.01.-31112.2016

Research and Development Expenses 3.564.680 301.531
Marketing, Selling and Distribution Expenses 84.846.299 69.763.530
General Administrative Expenses 193.470.502 141.019.018

281.881.481 211.084.079
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Breakdown of operating expenses are as follows:

Marketing, selling and distribution expenses

01.01.-3112.2017

01.01.-3112.2016

Personnel Cost 35.371.367 27.480.347
Entertainment and Advertisement Expenses 14.431.082 10.913.403
Taxes Paid 5.062.610 5.558.034
Transportation Expenses 5.001.609 3.895.434
Depreciation and Amortization Expense (Note 11) 3.613.258 2.891.661
Rent Expenses 3.599.679 3.046.189
Travelling Expenses 2.918.601 1784744
Assemblage and Service Expenses 2.554.458 2.482.026
Motor Vehicle Expenses 1.692.275 1.435.074
Office Expenses 1.592.870 1175.879
Export Commission Expenses 855.817 1173146
Consulting and Audit Expenses 767473 722.320
Court and Notary Expenses 572.243 852.855
Retirement Pay Provision (Note 18) 169.023 273.054
Other 6.643.934 6.079.364

84.846.299 69.763.530

General Administrative Expenses

01.01.-31112.2017

01.01.-31.12.2016

Personnel Cost 87.598.456 53.351.910
Consulting and Audit Expenses 20.332.494 16.235.883
Traveling Expenses 15.254.000 9.385.890
Rent Expenses 11.938.062 7.216.889
Depreciation and Amortization Expense (note 1) 11.654.533 11.953.975
Provison for Doubtful Receivables 6.332.270 6.579.083
Tax Expenses 5.621.800 6.171.691
Office Expenses 5.596.903 4.836.972
Retirement Pay Provision (Note 18) 4.990.047 4.472.355
Communication Expenses 2.585.468 2.227.362
Outsourced Benefits and Services 673.682 4.269.134
Other 20.892.787 14.317.874

193.470.502 141.019.018
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25. OTHER INCOME AND OTHER EXPENSES

Other income 01.01.-3112.2017 01.01.-3112.2016
Profit on Sale of Investment 476.952.054 4527843
Gain on Sale of Assets Held for Sale ©) 57182.866 -
Reversal of Unnecessary Doubtful Debt Provision 56.878.098 23.31.579
Profit on Sale of Fixed Assets 10.830.645 100.181.463
Release of Part of Provision for Disputed Debt to TEIAS 913.679 6.394.460
Income on Insurance Claims 533.861 5.611.526
Other Income 71.597.394 31.404.857

674.888.597 171.431.728

() Gain on sale of Belen-Atik power plant which is in assets-held-for-sale on 31 December 2016.

) Profit on sale of investment is related to sale of Siirt AkkOy Enerji, Ayres Ayvacik Rlzgar, Kagidag Riizgar , Deniz Elektrik, Alenka Enerji, Baki Elektrik.

Other Expenses 01.01.-3112.2017 01.01.-3112.2016
Doubtful Debt Provision 40.051.704 50.839.672
Loss on Sale of Investments 34.498.007 1.904.659
Natural Gas Subscription Update 19.298.242 16.946.384
Idle Capacity Expenses 6.486.917 4112.226
Compensation Expenses 5.210.517 4.729.000
Unrealized Tender Specification Expenses 4160.221 16.117.597
Donation and Grants 3.028.602 3.870.761
Loss on Sale of Fixed Assets 702.979 73.105.214
Other Expense 23.616.616 25.283.533

137.053.805 196.909.046
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26. FINANCING INCOME AND FINANCING EXPENSES

Financing Income

01.01.-3112.2017

01.01.-3112.2016

Foreign Exchange Gains 737.869.757 584.496.965
Interest Income on Time Deposits at Banks and Group Companies 76.401.911 50.235.927
Discount on Trade Payable 6.728.789 9.381.718
Income from Derivative Transactions 7.090.169 5165.563
Late Payment Penalties 5.723.910 4.687.869
Other 106.488 307

833.921.024 653.968.349

Financing expenses

01.01.-3112.2017

01.01.-3112.2016

Foreign Exchange Losses 1.004.205.922 1149.779.562
Interest Paid on Loans 868.771.778 603.567.365
Bank Commission Expenses 54.482.150 122.823.494
Interest Expense on Related Parties 2.661.822 50.176.516
Expenses from Derivative Transactions 9.365.133 35.915.342
Letters of Guarantee Expenses 5.266.902 7114133
Discount on Trade Receivable 3.901.743 5.698.549
Other 5.399 11.490.661

1.948.660.849

1.986.565.622
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27. DERIVATIVE FINANCIAL INSTRUMENTS

Current derivative financial instruments asset 3112.2017 3112.2016
Held for Trading - 5165.563
Cash Flow Hedges 2.576.770 1.339.627
Total 2.576.770 6.505.190
Current derivative financial instruments liability 3112.2017 3112.2016
Held for Trading 3.052.466 -
Total 3.052.466 -

28. ASSETS AND LIABILITIES HELD FOR SALE

The Group decided to sell the wind power plants in order to decrease the short term liabilities, decrease interest expense effect on
financial statements and allocate the cash income to potential investments in foreign countries (such as in Africa) on 10 November
2016. An agreement has been reached with Giris Group for the sales of Hatay Sebenoba Wind Power Plant, Manisa Karakurt Wind
Power Plant, Balikesir Samli Wind Power Plant, Ayvacik Wind Power Plant, Kapidag Wind Power Plant and Belen/Atik Wind Power
Plant, which in total have 232 MW installed capacity, for USD 259.000.000 on 30 November 2016. In relation to the sales process
of these Wind Power Plants (WPPs), the sale of Belen Atik, Kapidag and Ayvacik WPPs have been approved by the Competition
Board, while the sale of Sebenoba and Karakurt WPPs have been approved by Energy Market Regulatory Authority (EMRA) and the
Competition Board on 26 January 2017. The sale of wind power plants are approved Kazanci shareholders by general assembly
held on 3 February 2017. Total assets and liabilities of the subsidiaries Ayres Ayvacik Riizgar, Baki Elektrik, Deniz Elektrik and
Kapidag Riizgar Enerjisi and Belen-Atik which were recognized as property, plant and equipment are classified as “Assets held for
sale” and “Liabilities in relation to assets held for sale” as of 3112.2017. The Group has sold Ayres Ayvacik Riizgar to Notos Elektrik
Uretim A.S. with its assets and liabilities on 15 March 2017. The sale of Belen-Atik power plant was completed on 7 April 2017.

As of 30 September 2017, the proposal of Fernas Group has been accepted as the sale of Hatay Sebenoba Wind Power Plant,
Manisa Karakurt Wind Power Plant and Kapidag Wind Power Plant to the Guris Group has not been completed within the predicted
time. Therefore, the agreement between Giiris Group has been cancelled without being subject of an compensation and any other
demand.

On 8 September 2017, sale of Hatay Sebenoba and Manisa Karakurt wind power plants to Fernas Sirketler Group has been
completed.

On 1 December 2017, the sale of Kiyikéy WPP to Borusan EnBW Enerji Yatinmlar Uretim A.S and Borusan Danismanlik Ortak
Hizmetler A.S and on 27 December 2017 the sale of Saml WPP to Fernas Sirketler Grubu were completed.
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As of 31 December 2017, assets and liabilities including those of discontinued operations are TL 46.013.293 and none (3112.2016:
TL 448.888.338 and TL 369.543.650), respectively, and details are as follows:

Assets held for sale 3112.2017 3112.2016
Cash and Cash Equivalents - 15.662.073
Trade Receivables - 4137169
Inventories - 4397724
Property, Plant and Equipment 45.353.859 511169148
Intangible Assets 659.434 397794
Deferred Tax Asset - 4.857121
Other Assets - 1.384.006

46.013.293 542.005.035
Liabilities Held for Sale 3112.2017 3112.2016
Loan and Borrowings - 357.470.411
Trade Payable - 5.394.941
Other Liabilities - 3.014.209
Deferred Tax Liability - 3137.212
Provisions - 526.877

- 369.543.650

163



FINANCIAL INFORMATION

(zvv'0£6°209°') 901991 (966°c86°2€2) (901'SLL) (oot oct’L) (186°LL8°0LL) (sz5°z88'610°L) uolisod Adua.un) ublaiog 19N
S8L'SSI'EE0'S 60LLYT 966'€86°'CEC  90L'SLL 8€6°'SEY') Zov'8Z8'vEL  ZT6S'ESLSELL sajyjiqer] Asuaiun) ubiaiod |ejo)
60520lL'SE - - - - 88/°009L £T¥'80T sanl|igelT uauND JBYI0
€8€/76'76E 60l - - 8ET'8lY'l [YS'9LLY9 LE6'89V VT sa|qehed ape.]
€6T'E€TLS09Y - 966'€86'CET 901G/l 0011 LTVLSY'T9 ZETILYOLLL saljigel [elueul
EYLLZZ Ot S1LS'LOY - - ZLY'S 181°9L0°'vZ L90'LLZ'S8 sjassy Aduaiin ubaiod |ejol
1697T8SLLT 09€'C - - - 0z6'C6L1T LSE'00S LY S19SSY I8UIO PUB SS|GRAIDIDY Spel]
9v0'Sr9ZSL SSLIS0Y - - ZLY'S 19G'€22C OLLOLLLE sius|eainb3 yseD pue ysed
sjeainbg 11 ¥aHl1o AND aav dgo in3 asn LLOZZVLE

:SMOJ|04 Se ale abueyoxa ub|aloy pue sunowe |B30} JO Swal Ul sajgeAed ayl jo asoyl pue dnolg ayl Aq
1do> ale s)asse Alelauow ubiaioy 8y} JO SlUNoWe Paplodal ay] /107 1oqwadaq LE Jo se dnol aui 4o ysu uonisod Alelauow ubialo) 8yl SazueWWNS MO|S] 9|ge} 8y

SLNIWNYULSNI TVIONVNIH WOUH ONISINVY SYSIY 40 T3ATT ANV JHNLVYN FHL *8T

(GFSSTHSIXT FSIMITHLO SSTTINN 1L, VT HSIMANL - ADNTFHHND)

9102 ANV £L10Z 438IN304d LE 40 SV
SIN3INT1VLS TVIONVNIH d31VAITOSNOD 3H1 Ol S310N

OV DNICETOR IBNVZVL -



KAZANCI HOLDING ANNUAL REPORT 2017

AS.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS OF 31 DECEMBER 2017 AND 2016

(CURRENCY - TURKISH LIRA “TL” UNLESS OTHERWISE EXPRESSED)

Supplementary Disclosures on Financial Instruments

(a) Capital Management Policies and Procedures

The risk related with each of the capital class and group capital cost is considered by the top management of the Group.

The primary objective of the Group’s capital management objectives is to ensure that it maintains a healthy capital structure in
order to support its business and maximize shareholder value. The Group manages its capital structure and makes adjustments to

it in the light of changes in economic conditions.

To maintain or adjust the capital structure, the Group may obtain new loans, repay existing loans; make cash and non cash (bonus
shares) dividend payments to shareholders, issue new shares based on Management’s evaluation.

The Group manages the capital structure so as to ensure the Group’s ability to continue as a going concern; and maximize its
profitability by maintaining an adequate capital to overall financing structure ratio.

The Group monitors capital using a gearing ratio, which is net debt divided by total financing used. The Group includes within net
financial debt, borrowings, trade letters of credit, less cash and cash equivalents. Financing used is the sum of total equity and net
financial debt.

The following table sets out the gearing ratios as of 31 December 2017 and 2016:

3112.2017 3112.2016
Total Financial Liabilities 7741.941.721 7.765.860.310
Less: Cash and Cash Equivalents (460.454.530) (854.903.267)
Net Financial Debt 7.281.487191 6.910.957.043
Total Equity © 705.224.429 (828.099.586)
Total Financing Used 7.986.711.620 6.082.857.457
Gearing Ratio (Net Financial Debt to Overall Financing Used Ratio) 91% 114%

O As of 31.12.2017, total equity comprised of revaluation fund at the amount of TL 917.670.020.
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(b) Financial instruments and categories

3112.2017 3112.2016

Financial Assets
Cash and Cash Equivalents 460.454.530 854.903.267
Derivative Financial Instruments 2.576.770 6.505.190
Trade Receivables 1.757.087.593 1138.131120
2.220.118.893 1.999.539.577

Financial Liabilities

Financial Payables

7.741.941.721

7.765.860.310

Derivative Financial Instruments

3.052.466

Trade Payables

1.702.604.535

1.335.035.529

9.447.598.722

9.100.895.839

(c) Market risk

The Group is exposed to financial risks arising from changes in currency rate (paragraph d), interest rate (paragraph e) and price

risk (paragraph f) which arise directly from its operations.

The market risks that the Group is exposed to are measured on the basis of sensitivity analysis.

The Group’s risk management policies and processes used to measure those risks have been similar to previous periods.
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(d) Foreign currency risk

The Group is exposed to foreign currency risk arising from the translation of foreign currency denominated assets and liabilities to
TL, the foreign currency denominated assets and liabilities mainly include bank deposits, bank borrowings, trade payables, trade
receivables, other assets and other liabilities.

The Group is investing in three new Power Plant Projects in Africa, located in Ghana, Madagascar and Mali. Such investments are
carried out based on Power Purchase Agreements signed with authorities with guaranteed USD and/or EURO prices. Therefore,
once the Group starts to accumulate revenue from such investments, the additional profitability and possible foreign exchange gain
will contribute substantially.

(e) Interest rate risk management

The Group is exposed to interest rate risk through the impact of rate changes on interest bearing assets and liabilities. These
exposures are managed by using natural hedges that arise from offsetting interest rate sensitive assets and liabilities. Certain
parts of the interest rates related to borrowings are based on market interest rates; therefore the Group is exposed to interest
rate fluctuations on domestic and international markets. The Group’s exposure to market risk for changes in interest rates relates
primarily to the Group’s debt obligations.

The majority of the Group’s financial obligations consist of fixed and variable interest rate borrowings.

(f) Price risk

The Group may be exposed to price risk arising from decreases in prices. This is a combination of currency, interest and market
risks which the Group manages through natural hedges that arise from offsetting the same currency receivables and payables,
interest bearing assets and liabilities. Although sales invoices are issued in TL, sales prices are fixed in foreign currency. Market risk

is closely monitored by the management using the available market information and appropriate valuation methods.

The Group’s energy Companies’s sales invoices to TEIAS and EUAS are issued in Turkish Lira and sales unit prices are fixed, the
management of the Group is carefully monitoring the costs. When needed appropriate measures are taken.
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(9) Credit risk management

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other party to incur a
financial loss. The Group attempts to control credit risk by monitoring credit exposures, limiting transactions with specific counter-
parties and continually assessing the creditworthiness of the counterparties. The Group monitors credit risks by establishing credit
limits for each customer who wish to trade on credit terms and obtaining sufficient collateral. Trade receivables are evaluated by
management in the light of the Group’s procedure and policies and are carried in the balance sheet net of impairment provision.

(h) Liquidity risk management

Liquidity risk is the risk that an entity will be unable to meet its net funding requirements. The Group manages its liquidity needs by
regularly planning its cash flows or by maintaining sufficient funds and borrowing sources by matching the maturities of liabilities
and assets. Prudent liquidity risk management implies maintaining sufficient cash, securing availability of funding through an
adequate amount of committed credit facilities and the ability to close out market positions. The risk is mitigated by matching the
cash in and out flow volume supported by committed lending limits from qualified credit institutions.

29. POST BALANCE SHEET EVENTS

On 17 January 2018 The Group has sold Incesu power plant which was held by Aksa Enerji to Deniz Elektrik Uretim Ltd.Sti which is
held by Fernas Sirketler Grubu.
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