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4 Seasons 12 months
365 days... For Energy

Despite the challenging conditions around the
world and in Turkey, we reach our targets one by
one.

HUseyin Avni Lifij, one of the most important
painters of Turkey’s art history, immortalized the
beauty of the seasons with his works many years
ago. We add value to our annual report with

his brush strokes, and look at the four seasons
through the eyes of the painter.



Spring

Oor hopes persisted against all
odds. We maintained our faith in
Torkey as we always do.




Untittled - Huseyin Avni Lifij




Sommer

Even on hazy days, we

felt the warmth of the son.

As Torcas, we continved our
futore investment plans for the
without any slowdown.
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Sun, Sea and Boat - Hiseyin Avni Lifif




Aovtomn

We are prooud of our new
accomplishments in a year
where the winds blew strong,
ond tides were high.




Late Afternoon Imaginings - Hlseyin Avni Lifij
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Winter

As Torkey, we were hit by a
strong snow storm. Nevertheless,
we were able to overcome the
difficolties thanks to our national
solidarity and cooperation.




Bridge Landscape - Hiseyin Avni Lifij




. TURCAS PETROL A.$. 2016 ANNUAL REPORT

VISION

TURCAS’ VISION IS TO BECOME THE HIGHEST
VALUE GENERATING “ENERGY FOCUSED
INVESTMENT COMPANY” IN TURKEY.

MISSION

TURCAS’ MISSION IS TO CREATE SUSTAINABLE
@ VALUE FOR ITS SHAREHOLDERS UTILIZING ITS
~ 86 YEARS OF CORPORATE KNOWLEDGE WHILE

RESPECTING THE HERITAGE AND VALUES

OF TURKEY. TURCAS |IS COMMITTED TO

PROVIDING THE HIGHEST QUALITY PRODUCTS

AND SERVICES THROUGH ITS INVESTMENTS

AND PARTNERSHIPS WHILE ADHERING TO

THE HIGHEST SAFETY, ENVIRONMENTAL, AND

ETHICAL STANDARDS.



STRATEGY

| 2

VALUES

@

TURCAS’ STRATEGY IS TO MEET TURKEY’S
GROWING ENERGY DEMAND BY EXPANDING
ITS DIVERSIFIED PORTFOLIO THROUGH THE
USE OF ITS INDUSTRIAL KNOW-HOW, LOCAL
KNOWLEDGE, INTERNATIONAL PARTNERSHIPS
AND OPPORTUNITIES IN NEARBY MARKETS,
HENCE MAXIMIZING STAKEHOLDER VALUE.

TURCAS’ PRINCIPAL VALUES - WHICH WE
PRESERVE, IMPROVE UPON AND INSTILL
IN OUR EMPLOYEES - ARE REPUTATION,
COMPLIANCE WITH ETHICAL PRINCIPLES
AND REGULATIONS, COMMITMENT,
COOPERATION, SUSTAINABILITY, SELF-
CONFIDENCE AND AMBITION.
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TURCAS AT A GLANCE

Turcas restructured its operations into three
main business fields in 2016: Fuel Distribution
and Lubricants, Conventional Energy, and
Renewable Energy.

FUEL DISTRIBUTION AND LUBRICANTS

30% 5%

SHELL & TURCAS PETROL ATAS OIL TERMINAL*
‘loo% .............................. so% 50% 50% ............................. 45% .............................. 27%
CEKISAN AMBARLI MARMARA
AMSUN FUEL ATA IL
SHELL PETROL STORAGE STORAGE ° STSOURAGlI; STORAGE TERMSINOAL*
SERVICES SERVICES SERVICES



CONVENTIONAL ENERGY™ RENEWABLE ENERGY"™

100%

TURCAS
ENERGY HOLDING

100%

30% 100% 92%

TURCAS KUYUCAK TURCAS RENEWABLE

RWE & TURCAS SOUTH TURCAS POWER TRADING GEOTHERMAL POWER ENERGY

POWER GENERATION GENERATION

100%

RWE & TURCAS
GAS IMPORT
EXPORT

*ATAS appears twice on the group structure due to its direct and indirect shareholding relationships within

Turcas. Turcas’ total direct and indirect equity stake in ATAS amounts to 13.1%.
** The structure under Conventional Energy and Renewable Energy is the anticipated target structure as a
result of the restructuring process announced by Turcas at the Public Disclosure Platform (subject to the

approval of regulatory bodies and financial institutions).

13



TURCAS PETROL A.S. ANNUAL REPORT 2016

FINANCIAL HIGHLIGHTS

Turcas, Turkey’s leading oil and energy

focused investment company, turned

back to profitability in 20176.

TURCAS PETROL

IFRS CONSOLIDATED SUMMARY INCOME STATEMENT
(TL MILLION)

Net Sales

Operating Profit

Income/Loss from Subsidiaries
Profit before Tax

Net Profit/Loss

Earnings per Share (TL)

n.a.. not applicable

IFRS CONSOLIDATED SUMMARY BALANCE SHEET
(TL MILLION)

Total Assets

Investments Accounted by Equity Method
Short-term Liabilities

Long-term Liabilities

Total Liabilities

Shareholders’ Equity

IFRS: International Financial Reporting Standards

2013

48.6
1.5
70.2
141
25.3
on

11775
696.8

66.0
404.8
470.8
706.7

2014

59.9
14.2
-11.9

0.5

-14.8

n.a.

1,097.6
498.5
64.8
352.8
417.6
680.0

2015

0.8
17.5
575
-31.8
-36.4

n.a.

1.071.7
617.9
90.2

3481

438.3

633.4

2016

3.9
36.8
1911
17.6
0.07

1154.7
7827
108.6

4055

5141

640.6



Net Profit/Loss
(TL Million)

-36

2014 2015 20716

Investments Accounted by

Equity Method
(TL Million)

783

618
499

2014 2015 20716

Operating Profit
(TL Million)

18

14

2014 2015 20716

Total Assets
(TL Million)

1,098 1072 1,155

2014 2015 2016

Leverage & Net Leverage

(%)

8 Financial Debt/
Total Assets

40%
37%

24%
19%

2014 2015

Income/Loss from
Subsidiaries
(TL Million)

-57
2014 2015 20716

Shareholders’ Equity
(TL Million)

680
633 641

2014 2015 2016

Shareholders’ Equity,
Assets & Equity Financing (TL Million)

Net Financial Debt/
Total Assets

Shareholders’

Equity

1,098

680

2014

B Total Assets @ Shareholders’
Equity/Assets

1,155
1,072

%

2015 2016
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Shell & Turcas grew faster than the industry
average and achieved strong profitability in

2016 with net sales of TL 16.8 billion and
profit of TL 242 million for the year.

SHELL & TURCAS PETROL

IFRS CONSOLIDATED SUMMARY INCOME STATEMENT
(TL MILLION)

Net Sales
Operating Profit (Before Financial Expenses)

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

Net Profit/Loss
Earnings per Share (TL)

IFRS CONSOLIDATED SUMMARY BALANCE SHEET
(TL MILLION)

Total Assets

Current Assets
Non-Current Assets
Short-term Liabilities
Long-term Liabilities

Shareholders’ Equity

RWE & TURCAS SOUTH POWER GENERATION

IFRS CONSOLIDATED SUMMARY INCOME STATEMENT
(TL MILLION)

Net Sales
EBITDA
Net Profit/Loss

IFRS CONSOLIDATED SUMMARY BALANCE SHEET
(TL MILLION)

Total Assets
Total Liabilities
Net Assets

16

2013

13,984
240
496

142
0.27

3,201
2163
1,038
1,688

54
1,460

2014

15,824
94
397

0.00

3,339
2,196
1143
1,724
267
1,348

2014

773
59
-94

1,559
1,219
340

net

2015

15,355
60
449

-58

n.a.

3,959
2,322
1,637
2,420
242
1,297

2015

793
34
139

1,543
780
763

2016

16,795
454
987

242
0.46

4,855
3,262
1,593
3,087
231
1,538

2016

801
15
-8

1,556
451
1105



Shell & Turcas Petrol

Net Sales EBITDA (Earnings before Net Profit/Loss

(TL Million) Interest, Taxes, Depreciation (TL Million)
and Amortization)
16,795 (TL Million)
15,824 15 355 987 242
449
3
-58

2014 2015 2016

Total Assets
(TL Million)

4,855

3,959
3,339 I

2014 2015 2016

2014 2015 2016

2014 2015 2016

Shareholders’ Equity
(TL Million)

1,538

1i8 1,297 |

2014 2015 2016

Non-Current Assets
(TL Million)

1,637 1,593

1,143 | |

2014 2015 2016

RWE & Turcas South Power Generation

Net Sales
(TL Million)

793 801

2014 2015 2016

Total Assets
(TL Million)

1,559 1,543 1,556

2014 2015 2016

Net Assets
(TL Million)

1,105

763
340 I

2014 2015 2016
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OPERATIONAL HIGHLIGHTS

Outpacing sector growth, Shell &
Turcas sold 557,000 tons of gasoline
and 3.4 million tons of diesel in 2016.

SHELL & TURCAS FUEL AND LUBRICANT SALES

(THOUSAND TONS) 2013 2014 2015 2016
Gasoline 4512 461.0 512.2 556.7
Diesel 2,836 2,972 3,09 3,437
LPG (Auto Gas) 3352 3421 365.8 3820
Total Automotive Fuels 3,622 3,775 3,987 4,376
Lubricants 75.5 76.5 75.8 78.9

Source! Energy Market Regulatory Authority (EMRA), for gasoline and diesel data; Petroleum Industry Association (PETDER) for auto gas and lubricants.

RWE & TURCAS SOUTH POWER GENERATION ELECTRICITY SALES AND NATURAL GAS
CONSUMPTION VOLUME

Electricity Sales (GWh) 3,596 3,410 3,227
Natural Gas Consumption (mcm) 684 655 575



Shell & Turcas

Gasoline Sales
(Thousand tons)

556.7

512.2
461.0 I

2014 2015 2016

Lubricants Sales
(Thousand tons)

76.5 758 78.9

2014 2015 2016

Diesel Sales
(Thousand tons)

3,437

2,972 3i9 |

2014 2015 2016

LPG Sales

(Thousand tons)

3421

2014

365.8

2015

382.0

2016

Total Automotive Fuel
Sales (Thousand tons)

4,376

3,775 3’9|8 7 |

2014 2015 2016

RWE & Turcas South Power Generation

Electricity Sales
(GWh)

3,596

| 3i° 3,227

2014 2015 2016

Natural-Gas Consumption

(mcm)

684 655
| | 575

2014 2015 2016
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* Founding of * Engages with « Commencement

* Founding * Enters the * Buys into
Turkpetrol UK-based of Marmara of operations at LPG market ATAS Refinery
Burmah Petroleum ATAS Anadolu with the through Marmara
Castrol in and Refining Refinery Alevgaz brand Petroleum
lubricants Corporation as

a subsidiary of
Turkpetrol

MILESTONES AND INTERNATIONAL
PARTNERSHIPS

During 2016, Turcas became the majority
shareholder at Turcas Kuyucak Geothermal
Power Generation, took the final investment
decision, and financed the investment.

20

« Commencement
of operations at
Shell & Turcas,
a joint venture « Acquisition of o
between The a 51% stake * Turcas Petrol joins
Shell Company in Petkim the Corporate
of Turkey Ltd. by SOCAR Governance Index
and Turcas & Turcas « STRAS obtains of Borsa Istanbul
Petrol, with *« STEAS wins Petrochemicals Environmental (BIST)
nearly 1,300 the Petkim for USD 2.04 Impact » Refining license is
fuel stations Privatization billion Assessment granted to STRAS
nationwide Tender as the « Founding of (EIA) Approval by the Energy
« Founding of consortium the SOCAR & from the Ministry Market Regulatory
SOCAR & Turcas leader Turcas Reﬁnery of Environment Authority (EMRA)
Energy (STEAS) | « Establishment (STRAS) and Urban . Start of
as ajoint of a joint joint venture Planning construction
venture between venture company to * German RWE of the 775 MW
Turcas Petrol between Turcas build a new becomes the Denizli Natural
i« Acquisition and SOCAR, and E.ON refinery with a new partner Gas Fired
of Conoco’s the State QOil of Germany 10 million ton/ of Turcas by Combined Cycle
i stake in Turcas Company of for power year capacity acquiring E.ON’s Power Plant by
Petrol by Aksoy the Azerbaijan generation within the stake in the joint the RWE & Turcas
i Holding Republic investments Petkim complex venture joint venture



Founding of
Tabas Petroleum

Groundbreaking
of the STAR
Refinery

Refinery
Investments, as
STAR Refinery

Turcas Petrol

is recognized
for recording
the most
improvement
in its Corporate
Governance
Rating Score
within one year

Founding of
RWE & Turcas
Power Trading
and renaming
of Turcas Wind
as Turcas
Renewables

Renaming of
SOCAR & Turcas

Refinery, an 18.5%

subsidiary of
Turcas, as Star
Rafinery

Inauguration
of the Yarimca
Lubricant
Blending Plant
with 35,000-
ton capacity

Turcas

Petrol’s first
credit rating
assignment by
Fitch Ratings

Founding

of RWE &
Turcas Natural
Gas Import
and Export
Company as a
joint venture
between RWE
and Turcas

STAR Refinery
becomes the
first company
in Turkey to
obtain the
Strategic
Investment
Incentive
Certificate from
the government

Founding of

Turcas Petroleum i

as a Turkpetrol -
Burmah Castrol
joint venture

Turcas Petrol
wins the “Boards
Empowered

by Women”
award presented
by Sabanci
University
Corporate
Governance
Forum

Commencement
of commercial
operations at the
775 MW Denizli
Natural Gas
Fired Combined
Cycle Power
Plant

Turcas moves to
Aksoy Plaza, in
Maslak, Istanbul

Founding of
Turcas Kuyucak
Geothermal
Power for
exploration of
geothermal
resources at
Kuyucak district,
Aydin province

i« Initial public
offering of Turcas
Petroleum on the
Istanbul Stock
Exchange

* Turcas Petrol’s
Corporate
Governance
Rating Score
rises to 9.27. out
of 10

Turcas Petrol’s
18.5% stake in
STAR Refinery
was sold to
SOCAR

Pre-license
obtained for
geothermal
power
generation in
Kuyucak, Aydin

* Merger of Tabas

Petroleum and
Turcas Petroleum
under Tabas
balance sheet
and renaming of
Tabas as Turcas
Petrol

* Four successful

exploratory
drills in Kuyucak,
Aydin

» Turcas Petrol’s

paid-in capital
increased from
TL 225 million to
TL 270 million
via bonus issue

» Turcas Petrol’s

Corporate
Governance
Rating Score
rises to 9.35 out
of 10

Termination of
ATAS refining
activities and
conversion of
the site into an
oil terminal

Eight successful
exploratory
drillings in
Kuyucak, Aydin,
(with the final
investment
decision for

the 18 MW
geothermal
power plant
project) and
closure of the
financing

Turcas Petrol
increased its
equity stake in
Turcas Kuyucak
Geothermal
from 46%

to 92% and
became the
majority
shareholder
Turcas Petrol’s
Corporate
Governance
Rating Score
rises for

the seventh
consecutive
year to 9.48 out
of 10

21
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CHAIRMAN’S MESSAGE

We will continue to work for a
stronger Turkey in 2017 while
preserving our core values.

Esteemed Stakeholders,

Global uncertainties and geopolitical risks continued
at a higher pace in 2016 in light of elections in the
United States and Europe, Brexit, refugee crisis, the
Syrian conflict, and terrorist attacks. From economic
perspective, 2016 was marked by sluggish growth,

the inability of commodity prices to stage a lasting
recovery, contracting trade volumes, and weakening
emerging market currencies against the US dollar with
the expectation of a rate hike by Fed.

In the national arena, the heinous coup attempt took

its place in Turkish political history as a full-fledged
disgrace. This internal threat that we were faced as

a country demonstrated that we can overcome even
the toughest challenges through national unity and
solidarity. Staying in close contact with our international
partners during the darkest days of this crisis, we
reached the consensus that Turkey has always been
able to overcome every hardship throughout its history
and will continue to grow strongly over the long term.
We will continue to work for a stronger Turkey in 2017
while preserving our core values. At Turcas, we will do
everything in our power to achieve this goal, especially
by boosting investment and employment opportunities.

In an increasingly volatile financial market environment
where uncertainties impact investment decisions,
Turcas continued to move forward with its investment
projects in line with its strategy. Shell & Turcas, our 30%
subsidiary operating in the fuel retail and lubricants
sector, achieved strong profitability as well as above
sector growth in 2016. 800 MW Denizli Natural Gas
Fired Combined Cycle Power Plant, owned by our 30%
subsidiary RWE & Turcas South Power Generation,
increased its operational efficiency by leveraging

its advanced technology competitive edge. In the
renewable energy segment, we are pleased to reach

a capacity exceeding our own expectations at our
geothermal power plant project in Aydin.

22

Last year, we announced that sustainable development
has officially become a strategic priority at Turcas
Petrol, and we made a commitment for working even
harder to combat climate change. To this end, we
explore state-of-the-art technologies for our country
as well as our world, while focusing more on efficient
resource management in our business models. While
collaborating with our global partners, we will focus
on internalizing the innovation culture at all our
investments and executing social responsibility projects
that create value for our society.

We plan to continue developing value-added projects as
Turkey’s leading and reputable energy company, backed
by our robust, deeply rooted 86-year old history, strong
corporate governance approach, and the dedicated
efforts of our well-experienced staff. We all owe Turkey
to make it a stronger, more resilient and prosperous
nation. | would like to thank our stakeholders,
employees and shareholders for their contributions and
support on this journey.

Respectfully yours,

ERDAL AKSOY
Chairman of the Board
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CEO’S ASSESSMENT

Turcas aims to create value by diversifying its
power generation portfolio with renewable
energy resources with a focus on geothermal
energy and geographic expansion.

Esteemed Stakeholders,

Despite numerous global and national challenges in
2016, Turcas continued to execute its investment plans
at full pace continually while achieving new success
stories in corporate governance. We completed 2016
with a positive bottom-line thanks to the strong
performance of our fuel distribution subsidiary.

As a demonstration of the importance we place

on corporate governance, we continued to receive
maintained corporate governance rating service in 2016.
As of March 2017, our Corporate Governance Rating
increased from 9.35 to 9.48, out of 10. Our Company
has made great progress in corporate governance as
reflected by the uninterrupted increase in our rating
score over the past seven years. In 2016, Turcas Petrol
ranked ninth among all companies in Turkey, and
placed first among energy companies in this key area.

I would like to thank Turcas Family for their major role
in this accomplishment, and | hope that this success
encourages the progress of companies across Turkey in
terms of corporate governance.

Our fuel distribution subsidiary Shell and Turcas Petrol
A.S. (STAS) grew faster than the sector in 2016 in terms
of sales volume, recording sales revenue of TL 16.8
billion and net profit of TL 242 million. Earnings before
interest, tax, depreciation and amortization (EBITDA),
one of the most important financial indicators, more
than doubled compared to 2015 and reached TL 987
million. Serving more than 1 million people each day
with 1,017 fuel stations across Turkey, STAS continued
to lead the sector in gasoline and lubricant sales,
capturing market shares of 25% and 18%, respectively, in
gasoline and diesel sales by year-end 2016. In the same
period, STAS led the market in terms of “under canopy”
gasoline and diesel sales through Vehicle Identification
Systems, with a 20.9% market share.

24

Net sales at our 800 MW Denizli plant - one of Turkey’s
most efficient natural gas fired combined cycle power
plants owned by our power generation subsidiary
RWE & Turcas South Power Generation - climbed to
TL 801 million in 2016 thanks to the higher-than-last-
year capacity utilization rate. In line with our strategy
of diversifying our power generation portfolio with
renewable investments, we increased our equity stake
at our geothermal energy subsidiary Turcas Kuyucak
Geothermal Power Generation, from 46% to 92%, in
May 2016 to become the majority shareholder. At our
18 MW geothermal power plant investment in Kuyucak,
Aydin, we reached our target geothermal resource and
executed eight successful drillings, consisting of six
production wells and two reinjection wells. As for the
financing of this project with a total investment budget
of USD 71 million, we secured a 14-year, USD 57 million
project financing loan in 2016 and began to utilize

this line of credit. We are working very hard to start
commercial operations at our Aydin geothermal power
plant in fourth quarter 2017.

Despite the steep loss of value in Turkish Lira, Turcas
turned back to profitability once again in 2016, driven by
the strong performance of our fuel distribution business,
which grew faster than the sector average, and our
relatively low financial leverage. Going forward, Turcas
aims to create value by diversifying its power generation
portfolio with renewable energy resources with a focus
on geothermal energy and geographic expansion. This
expansion may include new ventures, from acquiring
equity stake in overseas energy and technology
companies to developing new energy projects.

As | conclude my assessment, | would like to thank
you for your confidence in Turcas and your continuous
support, and wish us all another year with full of new
achievements.

Respectfully yours,

BATU AKSOY
CEO and Board Member
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BOARD OF DIRECTORS

BACK ROW, LEFT TO RIGHT: FRONT ROW, LEFT TO RIGHT:
MATTHEW JAMES BRYZA DR. AYSE BOTAN BERKER

Board Member Independent Board Member
BATU AKSOY ERDAL AKSOY

CEO & Board Member Chairman of the Board

YILMAZ TECMEN
Vice Chairman of the Board

BANU AKSOY TARAKCIOGLU
Executive Board Member

MEHMET SAMI
Independent Board Member
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ERDAL AKSOY

Chairman of the Board of Directors

Erdal Aksoy has been the Chairman of the Board of
Directors at Turcas Petrol and its controlled subsidiaries
since 1996. He also serves as the Chairman of the
following affiliated companies: Aksoy Holding, Conrad
Istanbul Bosporus Hotel (Yeditepe Beynelmilel Otelcilik
Turizm ve Ticaret A.S.), Aksoy Real Estate Investment
Companies, and Aksoy International Trading. He is

a Board Member at Shell & Turcas Petrol and Vice
Chairman of RWE & Turcas South Power Generation,
two of the Group subsidiaries. In addition, he is a
Member of TUSIAD (Turkish Industry and Business
Association); an Advisory Board Member of TESEV
(Turkish Economic and Social Studies Foundation);
and Founder Member of PODEM (Corporate Policy
and Democracy Activities Center). Mr. Aksoy is the
former Chairman of the Turkish Shipowners Employers’
Association and a Member of the Board of Directors at
TISK (Turkish Confederation of Employer Associations).
For a period of time, he served as the Istanbul
Provincial Head of the Motherland Party (ANAP) and
was the President of Sariyer Sports Club. Mr. Aksoy is
a graduate of istanbul Technical University, Electrical
and Electronics Faculty ((66) and speaks English. He is
married with a daughter and a son.

YILMAZ TECMEN

Vice Chairman of the Board of Directors

Yilmaz Tecmen has been a Member of the Board of
Directors at Turcas Petrol and its controlled subsidiaries
since 1996, and Vice Chairman of the Board since 2005.
He is also a Member of the Corporate Governance
Committee at Turcas, as a Board Member at Shell &
Turcas Petrol, one of the Group subsidiaries. Mr. Tecmen
is the Founder and Chairman of the Board of Kalyon
Tourism Group, a non-affiliated company. In addition, he
has served for several years as one of the Founders and
Chairman of TUGEV (Tourism Development and Training
Foundation) and ICVB (Istanbul Convention and Visitors
Bureau). He is still a Member of TUROB (Union of
Tourist Hoteliers and Management Companies).

Mr. Tecmen speaks English and is married with two sons
and a daughter.

BATU AKSOY

CEO & Board Member

Batu Aksoy is the CEO of Turcas Petrol and its
controlled subsidiaries, and has served as an Executive
Board Member since 2005. He is also a Board Memlber
at RWE & Turcas South Power Generation, one of the
Group subsidiaries. In addition, Mr. Aksoy is an Executive
Board Member at the following affiliated companies:
Aksoy Holding, Conrad Istanbul Bosphorus Hotel
(Yeditepe Beynelmilel Otelcilik Turizm ve Ticaret A.S),
Aksoy Real Estate Investment Companies and Aksoy
International Trading.

Batu Aksoy is the Honorary Consul of Chile in Istanbul;
a Board Member at TURKONFED (Turkish Enterprise
and Business Confederation); Board Member of TUSIAD
(Turkish Industry and Business Association) and

Leader of its Regional Development Roundtable; Board
Member of the Turkey-US Business Council (TAIK) of
DEIK (Foreign Economic Relations Board of Turkey).
Additionally, he is a Member of ETD (Energy Traders
Association), which he chaired between 2013-2014; a
Member of PETFORM (Petroleum Platform Association),
which he chaired between 2006-2008; a Member of
the Dean’s Advisory Council at The Johns Hopkins
University Carey Business School. He is fluent in English
and graduated from the Johns Hopkins University
(Baltimore, USA), Electrical & Computer Engineering
Department in 1998. Batu Aksoy is married with a son.

BANU AKSOY TARAKCIOGLU

Executive Board Member

Banu Aksoy Tarakcioglu has been a Member of the
Board of Directors at Turcas Petrol and its controlled
subsidiaries since 2005, and a Member of the Risk
Management Committee since 2010. Having worked
at the Eurasia Business Development Division of
ConocoPhillips between 1998 and 2000, she is a
Member of the Board of Directors at Shell Petrol, one
of the Group subsidiaries. In addition, she is a Board
Member of the following affiliated companies: Aksoy
Holding, Aksoy Real Estate Investment Companies,
Aksoy International Trading, and Conrad Istanbul
Bosphorus Hotel (Yeditepe Beynelmilel Otelcilik
Turizm ve Ticaret A.S.). Ms. Tarakcioglu is a Member
of GYIAD (Young Executives and Businessmen’s
Association), DEIK (Foreign Economic Relations
Board), PETFORM (Petroleum Platform Association)
and the Endeavour Association. After graduating from
Koc¢ University, Faculty of Business Administration in
1997, she completed a Finance Extension program at
the University of California at Berkeley. Banu Aksoy
Tarakcioglu speaks English and is married with a son.
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DR. AYSE BOTAN BERKER

Independent Board Member

Ayse Botan Berker holds a Bachelor’s degree in
Business Administration from Middle East Technical
University, a Master’s degree in Economics from the
University of Delaware (USA), and a PhD in Banking

& Finance from Marmara University. Beginning

her professional career at the Central Bank of the
Republic of Turkey in 1978, Dr. Berker worked on

various assignments as Deputy Director of Balance

of Payments, Director of International Institutions at

the Directorate General for External Affairs, and the
London Representative of the Bank. Before leaving the
Central Bank in 1999, she served as Deputy Director
General of the Directorate General for External Affairs.
Between 1999 and 2012, Dr. Berker was the General
Manager of Fitch Ratings’ Istanbul Office. OQutside

of the Group, she is one of the Founding Partners of
Merit Risk Management and Advisory Services. She is a
specialist in Credit Ratings, Risk Assessment, Balance of
Payments, External Debt Management, Capital Markets,
Exchange Regulations, and EU Relations. She has served
as an Independent Board Member at Turcas Petrol since
2012, and President of the Audit and Risk Management
Committees and Member of Corporate Governance
Committee. She is also a Member of the Board of Rhea
Private Equity, outside of the Group. Dr. Berker lectures
on finance at Bahcesehir and Marmara Universities.

MEHMET SAMi

Independent Board Member

Mehmet Sami is the Founding Partner of Pretium
Corporate Advisory in Istanbul, Turkey. Mr. Sami has
more than 28 years of experience in corporate finance
and private equity advisory. During that 28 year period,
he helped establish an international client base in
Turkey at Finansbank, Euroturk Bank, and Ata Invest. He
most recently served as Lead M&A and Debt Advisory
Partner within Deloitte Turkey and Executive Council
Member of Deloitte Global M&A. In addition, Mehmet
Sami was a contributor to various Turkish privatizations,
M&A deals, and establishment of large international
joint ventures in Turkey. Since 1996, he has initiated

and executed numerous private equity deals - about
35% of all such deals in Turkey between 1996 and 1999.
In 2000, he pioneered and raised the first and largest
private equity fund in Turkey, acted as strategic advisor
to the fund, and served on the Investment Committee
for seven years. Besides buy-side services, Mr. Sami has
advised on 12 private equity deals in Turkey. Mehmet
Sami initiated and founded the Investment Banking,
Research and Institutional Trading divisions of Ata
Invest, which became one of the largest independent
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firms in Turkey. After nearly 19 years at Ata Invest, he
moved to Deloitte Corporate Finance to become the
Lead M&A and Debt Advisory Partner in 2012 and
served on the Deloitte Global M&A Executive Council.
He restructured and established corporate governance
standards in numerous firms while serving as an
Independent Director. Mehmet Sami has been a Board
Member of Turcas Petrol since May 2016, as well as a
President of Corporate Governance Committee and a
Member of the Audit Committee.

MATTHEW JAMES BRYZA

Board Member

Ambassador Matthew J. Bryza is the Director of
Energy Security Programs at the International Center
for Defense and Security in Tallinn, Estonia and a
Non-Resident Senior Fellow at the Atlantic Council

of the United States. In addition to Turcas, he also
serves on the Boards of four other private companies:
Lamor (the world’s largest oil spill response company,
headquartered in Finland); Nobel (a UK-based upstream
oil company); Aznar (an Azerbaijani pomegranate
juice manufacturer); and Azmeco (an Azerbaijani
petrochemicals company). Ambassador Bryza holds

a BA from Stanford University and an MA from

the Fletcher School of Law and Diplomacy, both in
International Relations. In January 2012, he completed a
23-year career as a US diplomat, over half of which he
spent at the center of policy-making and international
negotiations on major energy projects and regional
conflicts in Eurasia. His most recent assignment was as
US Ambassador to Azerbaijan from February 2011 to
January 2012. While serving at the State Department
and on the staff of the US President at the White House,
Ambassador Bryza developed and implemented US
policy on the South Caucasus region, Turkey, Greece,
and Cyprus, as well as on oil and gas pipelines linking
the Caspian Sea region with Turkey and the European
Union. He has been a Board Member of Turcas Petrol
since 2012, as well as a Member of the Corporate
Governance Committee. Matthew James Bryza is
married with one daughter.
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SHAREHOLDING STRUCTURE

Turcas Petrol shares have been listed on Borsa
Istanbul since 1992 with a free float ratio of 30%.

TURCAS PETROL SHAREHOLDING STRUCTURE (AS OF DECEMBER 31, 2016)

SHAREHOLDERS AMOUNT OF SHARES (TL)
Aksoy Holding @ 139,175,892
Free Float (Traded on BIST) 67,826,501
Turcas Energy Holding (Traded on BIST) 14,471,336
Other Individual and Institutional Investors @ 48,526,271
TOTAL PAID-IN CAPITAL (TL) 270,000,000

SHAREHOLDING RATIO (%)
SJESS

2512

5.36

17.97

100.00

@ Established in 1978, Aksoy Holding operates in petrol, energy, tourism, real estate and international trading. Erdal Aksoy is the ultimate real person

controlling Aksoy Holding.
@ There are no shareholders with more than 5% ownership among other individual and institutional investors.

Shareholding Structure (%)

B Aksoy Holding
[ Free Float (Traded on BIST)

B Other Individual and Institutional
Investors

[ Turcas Energy Holding
(Traded on BIST)

51.55
25.12
17.97

5.36

Note: Turcas’ capital is fully paid. The Company’s financial structure and leverage ratios are disclosed on page 15.
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INVESTOR RELATIONS

Turcas paid out TL 14 million dividends to its
shareholders in May 2016.

Turcas Petrol (the “Company”)’s Investor Relations Unit
shares comprehensive, coherent, accurate financial/
corporate information with domestic and foreign
investors, analysts and stakeholders in parallel with
transparency and fairness principles.

The Investor Relations Unit, which operates under the
coordination of the Finance Directorate, complies with
the Corporate Governance Communigué published by
the Capital Markets Board in the Official Gazette dated
January 3, 2014 and all other relevant regulation. The
main duties of the Investor Relations Unit include:

* Monitoring and ensuring the fulfillment of all
obligations specified by capital markets legislation,
including matters related to corporate governance
and public disclosure, on behalf of the Company.

* Ensuring that all written communication records
between shareholders/investors and the Company as
well as all other information and documents are kept
in an accurate and safe manner, and are up-to-date.

+ Responding to shareholders/investors’ written
requests for information about the Company.

* Preparing the General Meeting documents submitted
for shareholders’ review and taking the necessary
measures to ensure that General Meetings are held
in accordance with applicable laws, the Company’s

Articles of Association and other relevant regulations.

Turcas holds regular meetings with existing and
potential investors in Turkey and abroad. It provides
detailed information and updates on every topic
concerning the Company and its subsidiaries, including
their activities, projects and financial structures in the
most transparent manner. Each year, Turcas publishes
“Guidance” presentation, which covers the Company’s
financial and operational expectations for the current
year, on the Public Disclosure Platform as well as on the
Company’s corporate website.

Turcas has met 1,041 domestic and international
investors funds and analysts since the launch of
Investor Relations activities in 2006. As of end of
2016, four brokerage houses cover Turcas and prepare
reports based on fundamental analysis, two of which
recommend “buy,” one “hold” and one “sell.”

As of 2016 year end, foreign institutional investors
hold 8.5% of Turcas shares traded on Borsa Istanbul.
Of these, 67% are based in the United States, 23% in
Luxembourg, 3% in the Sweden, 3% in Belgium, 2% in
United Kingdom and the remaining in other European
countries.

Turcas paid out TL 14 million dividends to its
shareholders in May 2016 (gross TL 0.052963 - net TL
0.045019 per share with TL 1 nominal value).
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Turcas’ 2016 Corporate Governance
Rating Score increased from 9.35 to
9.48 on March 3, 2017.

CORPORATE GOVERNANCE RATING
Turcas’ Corporate Governance Rating initiatives, Turcas Corporate Governance Ratings

launched in 2010 to make the Company more

transparent, fair, responsible and accountable,

continued at full pace in 2016. Following the annual

evaluation, in accordance with Corporate Governance 9.48
Principles Compliance Rating criteria by Kobirate 9.27 935
International Credit Ratings and Corporate Governance 9.09

Services, authorized by the Capital Markets Board 8.75

to conduct corporate governance rating services in 8.40

Turkey, a Corporate Governance Compliance Rating 812

Report was issued for Turcas. Based on Kobirate’s

report, Turcas’ 2016 Corporate Governance Rating

Score increased from 9.35 to 9.48 (out of 10) on March 7.52

3, 2017. This outcome affirmed once again that Turcas

Petrol complies with the Capital Markets Board’s

Corporate Governance Principles. The Company plans 2009 2010 20m 2012 2013 2014 2015 2016
to comply with the Corporate Governance Principles
to the maximum extent possible by making additional
improvements in the coming years.
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TURCAS STOCK INFORMATION

LISTED STOCK EXCHANGE
Borsa Istanbul (BIST)

LISTED INDEXES/MARKETS
Star, BIST 100*, BIST Corporate Governance, BIST All,

BIST National, BIST Industry, BIST Chemicals, Petroleum,

Plastics, BIST Istanbul

*Turcas Petrol A.S. is no longer listed in BIST 100 index as of 02.01.2017.

BIST TICKER
TRCAS

BLOOMBERG TICKER
TRCAS TI

REUTERS TICKER
TRCAS IS

Market Capitalization (30.12.2016)

394

TL MILLION

Share Price (30.12.2016)

1.46
TL

Corporate Governance Rating
Score

9.48 v

Note: The Company does not have any capital markets instruments
issued other than Turcas Petrol A.S. shares.
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I SHELL & TURCAS PETROL

As of December 2016, STAS is the market
leader in gasoline and diesel sales made
“under canopy” with a 20.9% market share.

Turcas signed a joint venture agreement with The Shell
Company of Turkey Ltd. (“Shell Turkey”) in 2005 for
retail and commercial sales, marketing and distribution
of fuel products and lubricants. Shell & Turcas Petrol
(STAS), in which Turcas has a 30% stake, commenced
operation on July 1, 2006 pursuant to this agreement.

With a network of nearly 1,017 Shell-branded fuel
stations across Turkey and net sales of TL 16.8 billion in
2016, STAS is not only a sector leader, but also one of
the largest companies in Turkey.

As of December 2016, STAS is the market leader in
gasoline and diesel sales made “under canopy” with a
20.9% market share. According to 2016 data from the
Turkish Petroleum Industry Association (PETDER), STAS
is the market leader in lubricants sales with 25% market
share. The Company ended the year in third place in the
auto gas segment with 12.2% market share.

Over 550,000 vehicles are registered in the Shell
Vehicle Identification System (including Shell Partner
Card and euroShell), the first and most comprehensive
fuel management system in Turkey. The company runs
Turkey’s largest loyalty card program in the fuel retail
sector, with nearly 10 million cards and almost 2 million
active members.

The Shell & Turcas Commercial Fuels team maintains

a successful sales performance in the direct and

indirect bulk fuel market. Through its dealers, Shell

& Turcas cooperates with dominant industries in the
indirect fuel market - such as mining, concrete and
construction - all of which contribute significantly to the
Turkish economy. Independent generators and energy
distributors are dominant in the direct fuel market. With
the Leading Distributors project, the Company aims to
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differentiate with value-added services such as quality
control vehicles, visits to Shell technology centers, and
tank cleaning.

GLOBAL AND DOMESTIC LEADER OF THE
LUBRICANTS SECTOR

Fuel stations are crucial for lubricants exchange
services. Lubricants and fuel distribution retail are
intertwined business lines. The company’s sales and
marketing organization is based on consumer groups
and reaches more than 900 direct customers through
three distinct sales channels: B2B-Corporate Sales, B2C-
Consumer Sales, and reaches nearly 15,000 customers
through INS-Distributor Sales channel. The company
also makes sales via fuel stations.

Lubricant sales primarily consist of automotive

industry, industrial, and marine lubricant sales. Key
sectors include automotive manufacturers and after-
sales service providers; the energy, construction and
metalworking industries; other brand and value-focused
consumer groups.

According to 2016 data from the Turkish Petroleum
Industry Association, STAS has maintained its top
position in the lubricants sector. The Company was
the market leader in total lubricant sales for the tenth
consecutive year. Among PETDER members, STAS
recorded the highest volume in lubricants sales in
the market: with 78,939 tons sold. STAS has become
a model of success by demonstrating the same
performance in the global market as in Turkey. Shell was
named the “No. 1 Global Lubricants Supplier” for the
tenth year in a row in a survey conducted by Kline, an
international consulting and research firm.



Shell & Turcas Fuel Station

EXPORTS STAR: SHELL & TURCAS

DERINCE PLANT

STAS's lubricant and grease oil production plant in
Derince currently exports products to 57 countries.
Sales are realized first to nearby markets, and then to
other Shell countries in the network. With an export
volume amounting to 24,100 tons in 2016, the Derince
plant, a world-class manufacturer of superior quality
lubricants and grease oil, posted an all-time record in
exports in 2016.

SHELL & TURCAS STATIONS: MAKING A
DIFFERENCE

STAS has received major global awards from Royal
Dutch Shell over the years. The “People Make the
Difference” program is designed to identify best
practices in customer service and service quality among

16,000 branded Shell stations in 65 countries worldwide.

Under this program, the company’s Ankara Konutkent
Gas Station was named “Europe and South Africa
Champion” in 2012; Amasya Sesa Petrol earned this
designation in 2013; Antalya Kundu Station won the title
in 2014; and Duzce-Kapici/Zafer Petrol was recognized
as the Turkey Champion in 2015.

TERMINALS AND LPG FACILITIES

STAS owns a total of 9 oil product terminals across
Turkey. Of these, four are operated solely by the
company and five are operated jointly with partners.
The company also has two LPG filling and storage
facilities. At these terminals, STAS’s capacity totals
489,157 m3. In addition, STAS operates two LPG filling
and storage plants with a capacity of 1,360 m3.

Market Share of Canopied
Gasoline and Diesel Sales

20.9%

Lubricants Sales in 2016

78,939 rons

Number of Countries Exported
from Derince Plant

57 COUNTRIES

Record Level of Exports from
Derince Plant

24,100 Tons
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I ATAS ANADOLU REFINERY

ATAS is one of the highest capacity oil products
storage terminals in Turkey.

AN OIL STORAGE TERMINAL: ATAS

Turcas directly owns 5% of ATAS Refinery, which started
up operations in 1962 in Mersin. Currently, Turcas’
partners in ATAS are BP (68%) and Shell & Turcas Petrol
(27%).

As a result of investments realized after the decision

to close down ATAS Refinery and transform it into a
large-scale oil products terminal on the Mediterranean
coast in 2004, ATAS Terminal today serves as a licensed
storage facility. The terminal has an oil products storage
capacity of 570,000 m? as well as its own pier, where
high-capacity ships can dock. Some 32% of ATAS’s total
storage capacity, cumulatively owned by Shell & Turcas
Petrol (27%) and Turcas (5%), has been allocated for
Shell & Turcas Petrol's use.

FACILITY

ATAS

Cekisan Antalya
Marmara Depoculuk
SADAS Samsun
SADAS Gebze
STAS Korfez
STAS Derince
STAS Kirikkale
STAS Antalya
Mersin LPG
Dortyol LPG
TOTAL
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As a result of negotiations between Shell & Turcas
Petrol A.S. and Shell Group, Shell & Turcas Petrol A.S.
acquired 27% of the shares of ATAS owned by The Shell
Petroleum Company Ltd. (“SPC,” one of Shell Group
companies) and 27% of the shares of ATAS storage
facilities owned by Raffinaderij Shell Mersin N.V. (“RSM”)
on December 30, 2016, together with liabilities arising
from the agreement, for a total consideration of TL 30
million.

As a result of this transaction, on top of Turcas’ 5%
direct shareholding in ATAS and its storage facilities,
the Company added an indirect shareholding of 81%
7%*30%), via Turcas’ 30% shareholding in STAS.
Shell & Turcas’ total fuel storage capacities in Turkey,
including ATAS, are presented in the table below.

SHELL & TURCAS CAPACITY (M3)
153,858
20,293
14,635

20,271
52,406
28144
47,820
20,580
30,700
1,000
360
490,517
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CONVENTIONAL ENERGY
I RWE & TURCAS SOUTH POWER GENERATION

In commercial operation for 3.5 years,
the Denizli Plant creates value with its
high availability ratio.

DENIiZLi NATURAL GAS FIRED COMBINED
CYCLE POWER PLANT

In 2009, Turcas signed a partnership agreement with
the German RWE AG Group - one of the world’s biggest
energy companies - to invest in a large-scale power
plant. This agreement established the joint venture
company RWE & Turcas South Power Generation.

Denizli Natural Gas Fired Combined Cycle Power Plant, : g F

with 800 MW installed capacity and a total investment E = o LA
cost of nearly EUR 600 million, started operations after Denizli 800 MW Natural Gas Fired Combined
obtaining acceptance from the Ministry of Energy and Cycle Power Plant

Natural Resources on June 22, 2013. RWE & Turcas
South Power Generation’s mission is to operate the
natural gas combined cycle power plant, which bears
the capacity to generate about 6 thousand gigawatt-
hours of power annually. The paid-in capital of RWE & Turcas’ Share in RWE & Turcas

Turcas South Power Generation is TL 1,527,000,000. South Power Generation
Thanks to its investment, Turcas Power Generation

raised its natural gas-fired installed equity capacity 3 O (y

to 240 MW in 2013. The power plant, operational for (o)

3.5 years, has created value with its high availability.
Boasting load ramp-up/ramp-down flexibility, the plant
has fully met the load orders of the system operator
TEIAS and provided support for network supply
security.

The load flexibility and efficiency-enhancing 3 O %

capital investments have bolstered the facility’s
competitiveness.

Turcas’ Share in RWE & Turcas
Natural Gas Import and Export
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RWE & TURCAS
NATURAL GAS
IMPORT AND EXPORT

TURCAS POWER
TRADING

RWE & Turcas Natural Gas Import and Export Company
was established as a wholly-owned subsidiary of RWE
& Turcas South Power Generation to manage Denizli
Natural Gas Fired Combined Cycle Power Plant’s
natural gas procurement and sales operations. At

the end of 2012, the Company acquired its Spot LNG
import license, which also covers natural gas wholesale
transactions. The Company also plans to capitalize on
the deregulated market environment and the increase in
volume and liquidity resulting from developments in the
organized energy markets.

Turcas Power Trading (TETSAS) was founded in

2000. Pursuant to the related resolution of the Board
of Directors, TETSAS will monitor the liquidity and
depth of the Turkish energy markets in line with the
deregulation and liberalization of this industry. In
addition, TETSAS will focus on creating value via energy
supply to end-use consumers, physically and financially
- settled bilateral contracts on over-the-counter (OTC)
markets, bilateral physical delivery agreements between
suppliers, and risk - hedging commodity power
derivative products on the BIST Derivatives Market.

TETSAS may redirect its focus on bilateral deals and

sales to end-use customers in coming years in the event
market conditions improve.
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RENEWABLE ENERGY
I TURCAS ENERGY HOLDING

Turcas Energy Holding aims to diversify its
portfolio with renewable energy investments
to become one of the leading energy
companies in the region.

Recognizing the significant rise in demand for power
and natural gas - and the potential of these two
markets in parallel with Turkey’s economic development
and growth - Turcas Petrol combined its renewable
energy investments under the roof of Turcas Energy
Holding. Turcas Petrol participates in conventional
energy investments directly. Turcas Energy Holding
aims to diversify its portfolio by undertaking renewable
power generation in Turkey and neighboring countries.

4, o : . i
L The Construction of 18 MW Geothermal Energy
subsidiaries include: Plant in Aydin

~. 3

._

The main objectives of Turcas Energy Holding and its

Developing projects related to power generation by
building or acquiring power plants; becoming one
of Turkey'’s leading electricity producers through a
diversified portfolio. Turcas’ Share in Turcas Kuyucak
Geothermal Power Generation

Working to expand the scale and scope of its

businesses, Turcas Energy Holding focuses on 9 2 O/
diversifying its power generation portfolio with (o]
renewable sources of energy. Turcas has an installed

conventional capacity of 240 MW-equivalent through
a natural gas fired combined cycle plant while the

renewable/geothermal capacity being built by Turcas Turcas’ Share in Turcas
9 pacity 9 y Renewable Energy Generation f‘
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TURCAS KUYUCAK
GEOTHERMAL POWER
GENERATION

. v

The Construéti_can _of 18 MW Geothermal Energy
Plant in Aydin

o

Turcas Kuyucak Geothermal Power Generation obtained
a power generation license for 18 MW installed capacity
in 2016. The power generation project accelerated after
the final investment decision.

The first production well drilling and short-term well-
flow tests were completed in November 2014 in the
village of Yoére, Kuyucak district, Aydin province, an area
covered by the operation license. To boost the number
of production well drillings in response to the uncovered
potential, the Company successfully completed the
drilling of the second, third, and fourth production wells
in December 2014-November 2015; the fifth production
well and the first reinjection well in September-October
2016; the second reinjection well in November-
December 2016; and the sixth production well in early
2017. As a result, the Company was granted a power
production license for 18 MW in the first phase. Turcas
Energy Holding is a 92% owner of Turcas Kuyucak
Geothermal Power Generation.

On March 1, 2016, TKJ signed a 14-year financing
agreement with Turkiye Sinai Kalkinma Bankasi A.S.
(“TSKB”) with an interest-only payment period of up to
30 months. The arrangement consists of EUR 15 million
and USD 40.5 million in cash and/or non-cash loans
and TL 10 million in non-cash loans. The lending facility
will be used to finance the USD 71.25 million (including
financing costs) Kuyucak geothermal power plant
investment.

The production potential was determined and the
first phase production module was ordered in 2016.
Construction is moving forward at full speed.

This investment is expected to commence commercial
operation in fourth quarter 2017.

TURCAS RENEWABLE
ENERGY GENERATION

Turcas Renewable Energy Generation is a Turcas
subsidiary founded to develop renewable energy
projects. The company has already started preliminary
studies with its existing exploration licenses to
generate power from geothermal sources in the Denizli
and Manisa provinces. Geological and geophysical
measurements and studies that aimed to assess the
geothermal potential in the village of HacieyUplU in
Denizli province, which is covered by the exploration
license, have been completed. As a result, land suitable
for drilling has been identified. The switch to the
operation license was accomplished with the drilling
work that began in 2015. The Company decided

to move forward with the investment for the first
production well drill and accelerated the permitting
processes in 2016. Deep exploration drilling is planned
for 2017.

Geological and geophysical measurements and studies
that aimed to assess the geothermal potential in

the Gélmarmara district of Manisa province, which

is covered by the exploration license, continued
throughout 2016. The Company plans to acquire an
operating license in 2017 after gradient drilling.
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I SECTORAL INFORMATION AND OPERATIONAL RISKS

The rise in demand for power outpaced
Turkey’s economic growth in 2016.

In 2016, 5,350.7 MW of new capacity came online in
Turkey, increasing the country’s total installed capacity
to 78,497.4 MW. Installed capacity of run-of-the-river
hydroelectric plants, which have a seasonal generation
profile, increased 197 MW while installed capacity from
conventional hydroelectric power plants with dams
was up by 678.4 MW. In addition, the installed capacity
of natural gas-fired power plants raised 934 MW;
hydroelectric power plants, 1.409,7 MW imported coal-
fired power plant.

Thanks to the installed capacity mix and performance
of the country’s plants, the installed capacity reserve
margin was about 20%, while it varied seasonally.
Additionally, the instantaneous installed capacity
reserve margin exceeded 20% when the available
installed capacity and instantaneous peak load are
compared and regional transmission bottlenecks

are taken into consideration. However, there was a
period where available generation capacity fell short
of demand for power due to inadequate natural gas
supply, particularly during high household usage
periods coinciding with cold winter days.

42

A careful examination of Turkey’s power generation
profile reveals the risk that the available generation
capacity may not be sustained in a planned manner
during specific periods due to a number of factors such
as. the availability of natural gas; the capacity of the
natural gas transmission system; coal mining operations
affecting the efficiency and operational availability of
thermal power plants fired by domestic hard coal and
lignite; the maintenance and modernization needs of
these power plants; and the availability of water, wind
and solar irradiation.

Periods of oversupply create an inherent market
competition risk for independent power producers. The
rise in demand for power outpaced Turkey’s economic
growth in 2076.

Periods of limited supply present opportunities for high
profits for those power plants that are flexible to ramp
up/down its generation in response to high market
prices, determined by demand and supply, and that can
respond to swift movements in demand by increasing
and lowering output rapidly and reliably.

The goal of using domestic thermal resources in
electricity generation to reduce foreign dependence

on hydrocarbon-sourced base load power production
needs to be revisited based on its economic dimensions
in addition to its impacts on the economy as a whole
and natural life. Such a reassessment needs to consider
emission and waste management factors in the
aftermath of the COP21 Paris Agreement and COP22.



Short-term projections of Turkey’s power generation
capacity mix strongly suggest that natural gas
combined cycle power plants will be used to meet the
base load and peak demand. This is largely due to their
operational flexibility. Natural gas fired combined cycle
power plants can operate with high efficiency if natural
gas is made readily available during periods when
increased consumption is driven by climatic conditions.
To achieve this, development of a high-pressure gas
transmission network should be pursued alongside

an expansion in gas entry points and higher storage
capability, procurement of liquefied natural gas from
the spot market and its transmission to pipelines, and
growing demand. Risks in this area need to be mitigated
through investments in the aforementioned areas in the
mid-term to ensure supply security on a continuous
basis.

Natural gas power plants are a key component in the
generation mix and in meeting base-load demand.
Since the marginal cost pricing for natural gas per kWh
continued to be calculated on the basis of oil-indexed,
long-term take-or-pay contracts in 2016, the average
day-ahead market prices are closely connected to the
efficiency of natural gas combined cycle power plants.
Seasonal changes in the availability of hydro sources,
the intermittent nature of wind resources, the availability
of natural gas and varying precipitation levels also result
in significant volatility in day-ahead market exchange
prices (in spot electricity prices).

ELECTRICITY SECTOR IN TURKEY

Newly Added Wind Power Capacity

1,240 mw

Total New Capacity
5,350.7 muw

Newly Added Natural Gas Fired
Power Capacity

934 vw

Newly Added Import Coal Fired
Power Capacity

1,409.7 vw

Unlicensed Solar Power Capacity

570.8 vw
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I SECTORAL INFORMATION AND OPERATIONAL RISKS

Energy Markets Operation Corporation (EPIAS),
established in 2015, enhances the depth in
electricity market within a short period of a year.

Other issues that did not see progress in 2016 include
shifting away from cost-based pricing of natural gas,
diversifying natural gas supply further, increasing the
liquidity of natural gas trading, and expanding the
supply opportunities in the deregulated marketplace.
Due to lack of progress in the decoupling of natural gas
transmission operations from commercial functions and
the formation of day-ahead/intraday and balancing gas
exchanges in 2016, supply security continues to come
under threat on a seasonal basis. In addition, natural gas
prices remain high due to lack of competition.

To create a functioning and liquid energy market,
public sector generators must be operated based on
economics. Additionally, the public sector power trading
company needs to submit offers for the output of
government off-take -guaranteed plants that include
profit margins reflective of transfer pricing practices. To
this end, the government’s pricing method as part of its
administration of the national tariff that can negatively
impact the market should be continuously monitored
through EMRA’s regulatory and EPIAS’s surveillance
functions, and necessary warnings must be issued.
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The Derivatives Exchange commodity market was
established under the umbrella of Borsa Istanbul for
financial energy derivatives trading, while the Energy
Markets Operation Corporation (EPIAS EXIST) was set
up to function as a spot market and serve as the market
administration for delivery of physical power products.
Both these entities increased their liquidity levels in
201%16. The increasing transparency in data dissemination
will support the formation of reliable reference pricing
in the short, medium and long term while revealing the
supply-demand balance and expectations of market
participants. Buyers and sellers are able to enter into
standard supply contracts to hedge their risks ahead

of time, avoid market conditions moving against their
positions at any point in the future, and secure their
profitability with long-term contracts. Power generators
offer their cost efficiencies on the supply side to

the liking of end-user demand. Meanwhile, suppliers
with efficiently established portfolios are able to lock

in profits by way of suitably-priced energy supply
contracts. The existence of day-ahead prices in a market
that is restricted to public sector participation results

in inefficient consumption and hinders price formation
based on demand and supply.
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I REVISIONS IN LEGISLATION

The decreasing ability of supply to meet
demand will naturally be reflected by a rise in

cost for the end user.

Amendments to the legal and regulatory framework
hinder investment decisions in the market. Specific
factors that deter investors and capital from entering
this market include: energy price formation uncorrelated
with international hub prices in energy, particularly in
natural gas prices; barriers to project development (e.g.
difficulties in obtaining approvals, permits and licenses);
lack of progress in natural gas market deregulation

and liberalization for many years; shrinking available
market size in the power generation sector due to the
take-or-pay contracts signed by the public sector;
provision of power to franchised retail suppliers through
bilateral contracts under prices regulated by the public
authorities; failure to make all consumers eligible for

BREAKDOWN OF INSTALLED CAPACITY
BY SOURCE (2016)

M Hydraulic 34% |
I Natural Gas + LNG 28% “
Coal 22%
H Wind 7%
Renewable 2%
Waste+JEO
W Other 2 (Multi-fuel 5%
Solid+Liquid)

B Other 1 (Fuel Oil+ 1%
Nafta+Motorin)

 Solar 1%
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free access; continued presence of the current national
energy supply tariff for this reason; and government
intervention in supply and price formation during
periods of scarcity.

The Energy Market Regulatory Authority (EMRA) is
the official regulatory agency in this area while the
Ministry of Energy and Natural Resources is the entity
responsible for ensuring supply security. These two
bodies are expected to take proactive measures to
ensure supply security that may be threatened due

to continuing growth in demand, develop ancillary
services markets, and launch a capacity mechanism.
The decreasing ability of supply to meet demand will
naturally be reflected by a rise in cost for the end user.

BREAKDOWN OF TOTAL POWER GENERATION
IN TURKEY BY SOURCE (2016)

\ |

B Coal 32.9%
[ Natural Gas + LNG 32.5%
Hydraulic 24.4%
Wind 5.6%
B Other 3.2%
B Geothermal 1.5%




GDP GROWTH AND THE INCREASE IN NET POWER CONSUMPTION

GDP Growth Increase in Power Demand
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SUSTAINABILITY AT TURCAS AND ITS SUBSIDIARIES

“The people- and environment-oriented
principle of sustainable growth” lies at the
foundation of Turcas and its subsidiaries’

business strategy.

TURCAS SUSTAINABILITY PRINCIPLES

For us, energy is synonymous with creating value for our
country. Operating with this greater purpose in mind for
86 years, Turcas undertakes pioneering and innovative
projects that contribute to Turkey’s supply security.

Turcas embraces the core values of respectability,
adherence to a code of ethics, compliance with laws and
regulations, commitment, cooperation, sustainability,
confidence and determination. These values form the
basis of the Company’s business operations. In addition,
Turcas is committed to safeguarding and improving upon
its core values, and conveying them to the Company’s
employees. The corporate governance approach,
defined as fairness, transparency, and responsibility, is
an indispensable element in the activities of all Turcas
companies.

TURCAS SUSTAINABILITY POLICY

“The people- and environment-oriented principle of
sustainable growth” lies at the foundation of Turcas and
its subsidiaries’ business strategy.

* As one of the longest established energy companies,
we carry out long-term and future-oriented
investments.

* In all our investments, we adopt the fundamental
responsibility of adding value to the society we live in.

* We strive for our services to create added value to the
nation’s economy, to have an innovative quality, and to
be in harmony with the environment.

* We regard the Corporate Social Responsibility Principle
as the fundamental anchor point of sustainable growth.

* We adopt an ethical and transparent corporate
approach.
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The corporate social responsibility understanding of the
main subsidiaries of Turcas - Shell & Turcas Petrol and
RWE & Turcas South Power Generation - constitutes
the major axes of the sustainability approach of the
Company.

SUSTAINABILITY AT SHELL & TURCAS

Shell & Turcas Petrol conducts all its operations in
accordance with the principle of economic, social

and environmental responsibility. While adopting a
business culture focused on respect for people and the
environment, the Company also supports activities that
add value to society and cultural heritage.

OCCUPATIONAL HEALTH, SAFETY AND
ENVIRONMENT (HSE)

Having embraced security and safety as a corporate
priority, Shell & Turcas meticulously complies with all
Occupational Health, Safety and Environmental (HSE)
rules and regulations in each and every company
activity. Shell & Turcas operates with the vision of “Goal
Zero” against accidents in all its business activities. The
“Goal Zero” vision - summarized as zero accidents and
zero rubble -aims to prevent any and all accidents that
can harm the environment and human health to the
maximum extent possible.



Shell Eco-marathon Turkey 2016

Pursuant to this comprehensive approach, Shell & Turcas
continuously strives to upgrade its terminals and stations
in accordance with HSE guidelines. The Company also
works to instill HSE awareness and principles in all
employees across the organization and in its business
partners.

Toward this end, Shell & Turcas continues to take

further precautionary measures in the product delivery
process from the terminals to the stations related to safe
driving habits for truck drivers, tanker rigs and technical
equipment, and supply operations in and out of the plant.
The Company also carries out efforts to raise the security
awareness of drivers.

The safety education program that was initiated in

2007 has been administered continuously ever since

at all the company’s stations. The theoretical modules

of the program cover industrial accidents via visual
presentations; discuss causes of these accidents and the
lessons learned from them; and determine necessary
actions.

The practical sections of the training focus on actions
that need to be taken by personnel during emergencies
and proper use of devices and equipment by employees
via comprehensive drills.

Shell & Turcas meticulously complies with all

Occupational Health, Safety and Environmental (HSE)
rules and regulations in each and every company activity.
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CORPORATE SOCIAL RESPONSIBILITY AT TURCAS

Turcas is always mindful of the social
expectations and acts in a socially
responsible and appropriate manner to help
meet the needs of society.

ANATOLIAN SCHOLARSHIP PROGRAM

Turcas Petrol always takes heed of social expectations
and acts in accordance with a corporate responsibility
approach that conforms to the needs of society. To this
end, the company strives to lend its support in the area
of education - one of Turkey’s highest priorities.

Since the start of academic year 2014-2015, Turcas
began its support of the Anatolian Scholarship Program,
which was created to provide gifted but needy students
with a full educational scholarship. Turcas provides
comprehensive support to two bright high school
graduates who were accepted to Ko¢ University but
could not afford to matriculate. The Turcas scholarship
students, who have entered the Electronic Engineering
and Industrial Engineering departments, are exempt
from study and course-book fees, live in the residence
halls free-of-charge, and receive a monthly stipend
throughout the course of their study. These students
are also invited to attend various Company activities,
will meet with Company directors at certain periods,
and are able to strengthen the personal ties that they
establish.

CORPORATE SOCIAL RESPONSIBILITY AT
SHELL & TURCAS

Executing projects that make direct contributions

to society mainly in the areas of safety, education,
innovation and culture, Shell & Turcas gives priority to
issues related to its field of expertise and for which it
can create sustainable solutions. Projects undertaken
by Shell & Turcas as part of its corporate social
responsibility approach include road safety initiatives
to reduce the toll of traffic accidents, which cause over
1 million people to lose their lives worldwide every
year; social efforts relating to energy efficiency and
fuel efficiency; sponsorship of educational and cultural
programs and events.
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ROAD SAFETY

Shell & Turcas’ road safety projects, one of the high
priority agenda items of the Company’s sustainability
strategy, ensure the travel safety of its employees,
suppliers, and personnel at logistics firms Turcas works
with. The Company also carries out projects that raise
awareness on this topic among the public at large. Shell
designates one day each year as “Safety Day.” Shell
organizes simultaneous “Safety Day” activities in every
country where it operates to raise the safety awareness
of its staff as well as the people and entities it works
with. Nearly 400 Shell & Turcas employees participated
in Safety Day events held on April 13" in 2016. Shell &
Turcas organizes an annual Road Safety Conference

to share its road safety initiatives, knowledge, and
experience with executives and employees of the
suppliers, transportation firms and logistics companies
it procures services from. About 300 persons attended
the seventh Road Safety Conference held on November
9, 2016.

SHELL ECO-MARATHON

Shell & Turcas has contributed to the organization of
Shell Eco-marathon - one of Shell’s most important
student innovation contests worldwide - in Turkey

for the last two years. Nearly 200 high school and
university students participated in the Turkey leg of
Eco-marathon, which encourages young people to
develop fuel efficient vehicles. Students between the
ages of 16 and 25 participate in the Shell Eco-marathon
and compete to travel the furthest distance on the
least amount of fuel with the vehicles they design

and produce. The prizes of the award-winning teams
at Shell Eco-marathon Turkey were presented to the
teams on the second day of Turkish Innovation Week
by the Minister of Energy and Natural Resources Berat
Albayrak; Shell Turkey Country President Ahmet Erdem;
and TIM President Mehmet BuyUkeksi.



. ATy vl
Catalhoyiik Archeology Workshop-Summer 2016

CATALHOYUK ARCHAEOLOGY SUMMER
WORKSHOP

Turcas sponsors the CatalhdyUk excavations, which are
among the world’s most closely-watched archeological
excavations. CatalhoyUk, a UNESCO World Heritage site,
hosts nearly 150 archeologists from across the world every
year led by Professor lan Hodder of Stanford University.
In addition to its support for the excavation efforts, Shell
& Turcas has also created awareness among children on
protecting their country’s heritage through CatalhdyUk
Archaeology Summer Workshops, which the Company
has organized since 2003. Nearly 7,000 students have
participated in the Catalhdyuk Archaeology Summer
Workshops to date.

DERINCE SPECIAL EDUCATION PRACTICE
CENTER

Shell & Turcas turned over its building in Derince to the
Kocaeli Governorship for use as a school for children with
special needs. The building was transformed into the
Derince Special Education Practice Center and Derince
Special Education Job Training Center. The Center
provides special education to children with moderate to
severe learning disabilities.

CORPORATE SOCIAL RESPONSIBILITY AT

RWE & TURCAS

RWE & Turcas Southern Power Generation, a Turcas
subsidiary in the power generation sector, has entered
into a protocol with the Denizli Governorship, Kaklk
Municipality and the local Parent-Teacher Association.
The agreement covers support and expenses to construct
the Sehit EyUp Altun Elementary School, and the annex
building of Kaklik Elementary School. As a result of this
project, 1,J00 students will now have the opportunity to
receive their education in 23 new classrooms.

VOLUNTEER PILOT STUDY FACILITY

FOR THE GREENHOUSE GAS EMISSIONS
MONITORING PROJECT

The Denizli power plant, owned by RWE & Turcas
South Power Generation, became one of the volunteer
pilot study facilities for the Greenhouse Gas Emissions
Monitoring Project implemented by Turkey’s Ministry

of Environment and Urbanization in association with

the World Bank. As part of the project that took place
January - July 2015, the Company lent technical support
to prepare the Greenhouse Gas Emissions Monitoring
Plan, Greenhouse Gas Emissions Report, and Verification
Report. Hans-JUrgen Petschke, CTO of RWE & Turcas,
stated, “At RWE & Turcas, we are proud to be a part

of pilot studies to prepare a Monitoring Plan and
Emissions Report in the power generation sector.” Mr.
Petschke continued that the Company’s objective was
to support security of energy supply and production

of environmentally friendly energy in Turkey, offering
innovative solutions to their customers while contributing
to the sector.

ENERGY BOXES

Launched during the 2012-2013 academic year, the RWE &
Turcas Energy Box project maintained on a regular basis.
“Energy boxes,” which are specially designed lunch boxes
that educate youth about energy efficiency, and “Tracking
Energy Thieves” booklets were distributed to students
during Energy Efficiency Week. Energy boxes have been
distributed to all first to fourth grade students of the 16
schools in Honaz, Denizli. The Company continues to
distribute energy boxes to first grade students each year
as a long-term sustainable project. Energy boxes have
been delivered to 4,000 children to date.

MOST ENVIRONMENTALLY-FRIENDLY FACILITY
The RWE & Turcas Denizli Plant was one of five facilities
to receive an award at the Environmental Facility Awards,
organized for the second time in 2015 by the Turkish
Healthy Cities Association, which also counts the Denizli
Metropolitan Municipality among its members. Award
criteria included having obtained valid environmental
permitting and licensing certifications; not having
received an environmental fine within the last two
years; and holding a Class 1 GSM license in metropolitan
municipalities and provinces, and a Class 2 GSM license
in townships. The jury also considered the environment-
related social responsibility projects of companies that
hold ISO 14001 Environmental Management System
Certification while identifying the eligible facilities.



TURCAS PETROL A.S. ANNUAL REPORT 2016

CORPORATE GOVERNANCE
PRINCIPLES COMPLIANCE REPORT

CORPORATE GOVERNANCE - HIGHLIGHTS

SHAREHOLDERS

PUBLIC DISCLOSURE
AND TRANSPARENCY

STAKEHOLDERS

BOARD OF DIRECTORS

Investor Relations
department employees
have both the CMB
Level 3 license and the
Corporate Governance
Rating license.

The annual report
includes all information
that is stipulated in the
Corporate Governance
Principles and that must
be included in annual
report.

Disclosure about the
issues relevant to the
stakeholders is made

in accordance with

the Disclosure Policy
which is available on the
Company’s corporate
website.

As of 2016 yearend,

two of the Members of
the Board of Directors
are female members,

of which one of them is
also independent. This
ratio (28.6%) is above the
Company’s target (25%).

Investor Relations
department regularly
reports to both the
Corporate Governance
Committee and the Board
of Directors.

Information about the
Company is regularly
updated on the corporate
website.

TV interviews held
with the Company
representatives are
available on the
Company’s corporate
website.

Members of the Board

of Directors have been
insured with a coverage
above the 25% of the
Company’s paid-in capital
within the scope of the
“Employers’ Liability
Insurance”.

Public Disclosures are
published by the Investor
Relations department
simultaneously both in
Turkish and in English

via Public Disclosure
Platform.

Guidance Presentations
are shared with the
investors every year

via Public Disclosure
Platform. The realisations
in these expectations are
publicly shared in the
following year.

Within the scope of
stakeholders participation
in the management,

we make sure that all
Company employees
attend the annual
“Strategy Meeting”.
Progress in the strategic
targets, is evaluated at
the meetings held in the
last quarter of every year
with the participation of
all executives.

Audit Committee,

Early Detection of

Risk Committee and
Corporate Governance
Committee which are
established under the
Board of Directors
function effectively.

At the end of each
committee meeting,
relevant meeting minutes
are shared with the
Members of the Board of
Directors, and feedback is
received from the Board
of Directors.

All questions asked
during the General
Assembly, were
carefully answered and
questions and answers
were published on the
Company’s website.

Human Resources
practices such as
Internal Communication
Committee, Employee
Loyalty and Satisfaction
Survey, Internal
Customer Satisfaction
and Organizational
Compliance Survey
continue.

Remuneration given
to the Members of the
Board of Directors
and the executives are
included in the annual
report.

Investor Relations
Assistant Manager

is appointed in the
Corporate Governance
Committee.

SECTION | - STATEMENT OF COMPLIANCE WITH CORPORATE GOVERNANCE PRINCIPLES

Turcas Petrol (the “Company”) is committed to applying the Corporate Governance Principles set by the Capital
Markets Board (“CMB”). The Investor Relations Department’s mission is to internalize and develop corporate
governance implementations and it is overseen by the Company’s Corporate Governance Committee. The
Department operates pursuant to the Capital Market Law, Turkish Commercial Code (“TCC”), the Company’s
Articles of Association, and the CMB Corporate Governance Principles in the areas of public disclosure and
transparency, shareholder and stakeholder relations.
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In accordance with the CMB Corporate Governance Principles, the Audit Committee, Corporate Governance
Committee, and the Early Detection of Risk Committee were created within the Board of Directors. The activities of
the Nomination Committee and Remuneration Committee are performed by the Corporate Governance Committee.

In 2010, the Company was for the first time evaluated by Kobirate International Credit and Corporate Governance
Rating, an independent corporate governance rating firm authorized by the CMB to measure corporate governance
performance. At that time, Turcas received a score of 7.52 out of 10, becoming eligible to be included in the

BIST Corporate Governance Index. As a result of annual assessments carried out since 2010, the Company has
consistently increased its Corporate Governance Rating Score every year. As of March 3, 2017, the Company’s
Corporate Governance Rating Score increased from 9.35 to 9.48. This result confirms that there has been
compliance to a large degree with the Corporate Governance Principles as defined by the CMB. The Corporate
Governance rating reports can be found on the Company’s website at www.turcas.com.tr.

MAIN CATEGORIES WEIGHT SCORE (OUT OF 100)
Shareholders 25% 94.53
Public Disclosure and Transparency 25% 95.84
Stakeholders 15% 95.98
Board of Directors 35% 93.87
TOTAL 94.84

Turcas Petrol is included in the third group in terms of implementation of Corporate Governance Principles
according to CMB’s classification based on companies’ systemic importance. The Company complies with all the
Corporate Governance Principles which are mandatory. The number of independent members on the Board of
Directors is two at Turcas Petrol A.S., which is included in the third group as per paragraph 1 of the 6™ Article of the
CMB’s Corporate Governance Communigue No. [I-17.1.

On the other hand, the Corporate Governance Principles that are not mandatory and have not been implemented
by the Company have not so far led to any conflicts of interest. These principles are listed below:

* In accordance with Article No. 1.4.2 of the Corporate Governance Principles, the Company refrains from privileged
voting rights. Each share has one voting right. However, there is a privilege in the election of members of
the Board of Directors, the details of which are explained in the Voting Rights and Minority Rights section of
this report. Thanks to two independent Board members at the Company, this privilege does not prevent the
representation of minority shareholders on the Board.

* In accordance with Article No. 4.6.5 of the Corporate Governance Principles, compensation and benefits provided
to members of Board of Directors and senior management with administrative responsibilities are disclosed
to the public through the Company’s annual report. However, the mentioned disclosure is made in a way that
distinguishes members of the Board of Directors from senior managers, not on an individual basis.

SECTION Il - SHAREHOLDERS

The Investor Relations Department reports directly to the Finance Director/CFO Erkan ilhantekin. Erkan ilhantekin
holds Capital Markets Activities Level 3, Derivative Products, Credit Rating and Corporate Governance Rating
licenses. In addition, contact information of Pinar Saatcioglu (Ceritogdlu), who is responsible for Investor Relations
Department and holds Capital Markets Activities Level 3 and Corporate Governance Rating licenses, is shown below.

The Department’s primary goal is to disclose the Company’s financial and operational performance, as well
as corporate developments that may impact investors’ decisions, in a timely, complete, clear, consistent and
transparent manner. CMB-BIST-Central Registration Agency relations, capital increases, dividend payments,
transactions related to shareholders, Ordinary and Extraordinary General Meetings and tasks stipulated in
Corporate Governance Communiqué Article 11 subparagraph 5 are also carried out by the Investor Relations
Department.
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The Investor Relations Department shared information about its activities carried out during fiscal year 2016 with
committee members at Corporate Governance Committee meetings. Meeting minutes were presented to the
Board of Directors for evaluation by the Corporate Governance Committee. Five reports were submitted by the
Department to the Corporate Governance Committee in 2016. In addition, four reports regarding the activities of
the Investor Relations Department, were submitted to the Board of Directors at meetings held on March 14, 2016,
June 13, 2016, September 22, 2016 and December 12, 2016.

The Company holds regular meetings with existing and potential investors both in Turkey and abroad. At these
meetings, detailed and updated information flow about the Company’s activities, investment plans and financial
structure as well as the macro-economic situation and developments in Turkey are communicated in the most
transparent manner. In 2016, the Investor Relations Department participated in a total of four conferences abroad
and held 67 meetings with both domestic and foreign investors and analysts.

The Department responded to 36 questions asked by shareholders during this period. The majority of the
information requests were related to share performance, shareholder transactions, dividend distribution, and
financial/operational performance.

NAME SURNAME TITLE TELEPHONE E-MAIL
Pinar Saatcioglu Investor Relations +90 212 259 00 00/1287 pinar.ceritoglu@turcas.com.tr
(Ceritoglu) Assistant Manager

Information requests from shareholders were responded to either orally or in writing as soon as possible.
Furthermore, frequently asked questions and their answers can be found on the Company’s corporate website.
Public disclosures that may impact the exercise of shareholder rights are announced electronically via the PDP
(Public Disclosure Platform). The mentioned disclosures can be found on the Company’s corporate website in both
Turkish and English.

In accordance with Article 22 of the Company’s Articles of Association, an independent audit is carried out
periodically by an independent audit company elected at the General Meeting. Although there is no article in the
Company'’s Articles of Association related to the exercise of right to request the appointment of a special auditor,
each shareholder can exercise this right according to Articles 438-439 of Turkish Commercial Code No. 6102. There
has not been any request to appoint a special auditor to date. During fiscal year 2016, no special or public audit on
financial statements was conducted.

The Ordinary General Meeting for fiscal year 2015 was held at the Conrad Hotel on May 3, 2016. The Company’s
shareholders representing 65.1% of the 270,000,000 total shares, stakeholders and some media group
representatives participated in the meeting. In accordance with Article 27 of the Company’s Articles of Association,
the meeting was open to public. The reason for the absence of one of the members of the Board of Directors

was explained to participants by the Meeting Chairman. The General Meeting was held in such a way as to offer
shareholders the opportunity to participate electronically.

In accordance with Article 27 of the Company’s Articles of Association, the Invitation Letter for the General
Meeting was published in Turkish Trade Registry Gazette No. 9050 on April 8, 2016 and in DUnya and HUrses daily
newspapers on April 4, 2016. Additionally, notices regarding the General Meeting, a power of attorney sample, the
agenda, dividend distribution table, text of amendments to the Articles of Association, an information document
containing other issues that need to be announced as prescribed by applicable regulations, the Balance Sheet
and Income Statement for the fiscal period were published on the Company’s corporate website 21 days prior to
the General Meeting. The annual report for the fiscal period, the Balance Sheet and Income Statement and other
related documents were made available at the Company headquarters for the inspection of shareholders three
weeks before the General Meeting. No suggestions regarding the addition of items to the General Meeting agenda
were received from shareholders, the CMB, or other government institutions.
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The General Meeting was held at Conrad Istanbul Bosphorus Hotel - Besiktas, a central district in the province
where the Company’s headquarters is located, to provide ease of access.

Members of the Board of Directors, officials responsible for the preparation of the financials and independent
auditors were present at the General Meeting in order to make the necessary notifications regarding agenda items
and answer potential questions. GUney Bagimsiz Denetim ve Serbest Muhasebeci Mali MUsavirlik A.S. (GlUney
Independent Audit and Accounting Financial Consultancy Inc. - a member of Ernst & Young Global Ltd. Company)
appointed by the Board of Directors to perform independent audit on the financial statements in 2016 accounting
period, was approved by the General Assembly. Furthermore, a decision was taken by the General Assembly

to approve electing Mr. Erdal Aksoy, Mr. Yilmaz Tecmen, Mr. Saffet Batu Aksoy, Mr. Banu Aksoy Tarakcioglu, Mr.
Matthew James Bryza and Mr. Mehmet Sami (Independent Member) as members of the Board of Directors to
serve for 3 (three) years until the 2018 Ordinary General Assembly Meeting. Moreover, a decision was taken by the
General Assembly to approve electing Ms. Ayse Botan Berker (Independent Member) as member of the Board of
Directors to serve for 2 (two) years until the 2017 Ordinary General Assembly Meeting, in line with the paragraph
(g) of the Corporate Governance Principle n.4.3.6 in the CMB Corporate Governance Communiqué n.llI-171. The
amount of donations and aid within the fiscal period were submitted for the approval of shareholders during the
General Meeting as a separate agenda item. In addition, a separate agenda item was discussed at the General
Meeting regarding shareholders’ authorization of ultimate controlling shareholders, members of the Board of
Directors, senior executives and their spouses and first and second degree relatives, by blood or by marriage, to
conduct business with the Company or its subsidiaries that may cause conflict of interest situations or to compete
with them. However, no such transaction was performed during the reporting period.

All gquestions posed by shareholders who participated in the General Meeting were answered by the council
delegation during the course of the meeting. All questions and answers addressed during the General Meeting
were published on the Company’s corporate website within 30 days following the date of General Meeting. At the
end of the meeting, the minutes of the General Meeting were published on the PDP (Public Disclosure Platform)
and the Company’s corporate website. The General Meeting resolutions adopted in the previous periods were all
executed.

None of the shareholders are entitled to any privileges in voting rights at the General Meetings of the Company.
Each share is entitled to one vote. However, pursuant to Article 13 of the Company’s Articles of Association,
Group B and Group C shareholders possess the privilege of nominating candidates during the election for the
Board of Directors. Thanks to two independent Board members at the Company, this privilege does not prevent
the representation of minority shareholders on the Board. The Company’s Board of Directors is composed of at
least seven and a maximum of nine members. At least three members of the Board of Directors are elected from
among the candidates nominated by Group B Shareholders. At least two members of the Board of Directors are
elected from among the candidates nominated by Group C Shareholders. In the event that Group C Shareholders
hold at least forty percent (40%) of the Group A Shares on the date of the General Meeting, they shall be entitled
to nominate and elect at least three members of the Board of Directors. However, the remaining members of the
Board of Directors will be nominated and selected by B Group Shareholders.

The Board of Directors calls the Group C Shareholders and Group B Shareholders for a meeting to nominate and
elect member candidates at least seven days prior to the General Meeting. This assembly separately convenes with
the majority of both Group C Shares and Group B Shares individually and resolutions are adopted with a simple
majority of Group C Shares and Group B Shares represented at the meeting individually. The Chairman of this
assembly informs the Chairman of the Board of Directors in order to present the candidates to the General Meeting
Council Chairman. Out-going members may be re-elected.

The Company does not have any cross-shareholding relationship with any entity that results in control of
management. The cumulative voting method is not used within the Company.

Minority shareholders are represented by the Vice Chairman of the Board of Directors and two independent Board
members. The Vice Chairman of the Board of Directors’ shareholding ratio in the Company is 2%. Furthermore, in
Articles 27, 29, 34, and 15 of the Company'’s Articles of Association, there are provisions pertaining to the exercise

of minority rights by shareholders who represent at least one-twentieth (5%) of the capital.
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The dividend distribution policy which was approved at the Company’s 2013 Ordinary General Assembly meeting, and
which was included in the annual report and publicly disclosed on the Company website is as follows:

“There is no privilege in dividend distribution at the Company in accordance with the Articles of Association.”

The Board of Directors of Turcas Petrol A.S. takes into consideration the Company’s Articles of Association, applicable
laws, rules and regulations, legal and market conditions while deciding on dividend distribution. In dividend distribution,
the Company’s equity rate, sustainable growth rate, market value and cash flows are taken into account by paying
utmost attention to maintain balance between investments required for the growth of the Company and financing

of such investments. Toward this end, the Company has a principle of distributing dividends at a rate that shall not
adversely affect the Company’s market value and shall meet the expectations of the shareholders at the highest level.
Payment timing and the method of dividend distribution to be allocated from net profit and other percentages shall be
decided by the General Assembly upon a proposal of the Board of Directors in accordance with the Capital Market Law
and related Communiques. Dividends distributed in compliance with the Articles of Association cannot be taken back.

The Dividend Distribution Policy is hereby determined via consideration of the Turkish Commercial Code, Capital Market
Law, tax laws and other related regulations as well as the Company’s Articles of Association:

The Company’s net income disclosed on annual financial statements is the amount remaining after deducting general
expenses and amounts required to be paid or reserved by the Company, such as various depreciation expenses and
taxes that are required to be paid by legal personality from revenues generated during the fiscal period. After deducting
previous years’ losses (if present), from the current period’s net income, net income shall be allocated as follows:

a) 5% of the net income is allocated as legal reserve,

b) From the remaining amount, in other words distributable net income for the period, the first dividend shall be
allocated after the addition of donations made within the year, if any, in accordance with the Turkish Commercial Code
and Capital Market Law. The Company’s first dividend amount cannot be less than 20% of the remaining distributable
profit after deducting previous years’ losses, if any, and legal reserves, taxes, funds and financial payments that are
necessary to be allocated from net period profit in accordance with applicable laws and regulations. This rate may vary
upon the Capital Markets Board’s decision to modify it. Upon recommendation of the Board of Directors, the General
Assembly may decide on first dividends to be distributed in cash and/or in the form of shares, or on non-distribution
and retention of the amount within the Company.

Out of the amount remaining after the allocations in subparagraphs (a) and (b), upon the proposal of the Board of
Directors and approval of the General Assembly:

(i.) The dividend may be distributed to Board members, personnel or personnel funds unless the dividend amount
exceeds 2% of annual net profit.

(ii.) The second dividend may be distributed to shareholders. Out of the amount resolved to be distributed to the
shareholders as the second dividend and distributed to the participants of the net income, 10% is set aside and
transferred to the legal reserves as per Turkish Commercial Code Article 519 paragraph 2.

(iii.) Clauses (i.) and (ii.) may be waived partially or completely and the remaining net income may be transferred to
extraordinary reserves or it may be registered in a provisional account and not distributed for a specified or unspecified
period.

Unless the legal reserves mandatory to be allocated pursuant to the provisions of the Turkish Commercial Code and the
Capital Market Law and the first dividend determined for the shareholders in the Articles of Association are set aside,

it shall not be resolved to allocate any other legal reserves, to transfer the net income amount to the next year and to
distribute dividends to the members of the Board of Directors, employees, servants and workers.

The Board of Directors may distribute advance dividends provided that it is directed by the General Assembly and it
complies with the applicable regulations of the Capital Markets Board’s legislation. The authority to distribute advance
dividends granted to the Board of Directors is limited to the year in which this authority is given. Unless advance
dividends of the previous year are set off completely, it cannot be decided to give supplementary advance dividends
and/or distribute dividends.
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* In application of the dividend distribution policy, a balanced policy is followed by taking care to consider both the
interests of the shareholders and the interests of the Company.

* The General Assembly shall resolve when the dividend is to be distributed to the shareholders upon a proposal
of the Board of Directors. However, if the entire dividend amount is to be distributed in cash, a best effort is
made to ensure that the same shall be paid at latest by the end of the fifth month of the year. In case of other
distribution methods, the related laws, regulations, communiqués and arrangements of the Capital Markets Board
shall be applicable.

* The dividend pro rata to the shares is distributed to the existing shares, regardless of the issuance and acquisition
dates thereof, as of the end of the fiscal period without application of a principle of per diem deduction.

 If calculated net distributable period income is below 5% of issued capital, dividend distribution may not be
made.

* In case of non-distribution of dividends, the Board of Directors sulbomits for the information of the shareholders at
the General Meeting why the dividend is not distributed and where the retained profit is used.

Pursuant to Resolution of Board of Directors no. 2017/04 of 03.04.2017; it has been resolved to submit the
following proposal to the approval of General Assembly during 2016 Annual General Meeting:

In accordance with 2016 year-end consolidated financial statements prepared and audited in accordance with the
regulations of Capital Markets Board, TL 18,000,000 (gross TL 0.066666, net TL 0.056666 per each share with TL
1 nominal value) dividend to be funded from net distributable income and retained earnings shall be distributed in
cash until 3112.2017.

According to Article 7 of the Company’s Articles of Association, the Company shall not refrain from recording
transfer transactions of Group A Shares to the share register. Board of Directors’ approval is required for the
transfer of Group B and C Shares, which are privileged in nominating members of Board of Directors, in order

to ensure its validity. However, the Board of Directors can reject the transfer of shares in case of the existence of
the reasons specified in Article 7 of the Articles of Association of the Company. Moreover, as per Article 7 of the
Company’s Articles of Association, Group B and C Shareholders have a pre-emption right on these shares subject
to transfer. The time limit and method for the exercise of the pre-emption right, and rights and liabilities of the
entitled shareholders were determined with an agreement with these shareholders.

SECTION Il - PUBLIC DISCLOSURE AND TRANSPARENCY

The Company’s corporate website is www.turcas.com.tr. The information provided on the Company’s website is
also available in English to the extent possible. The issues specified in Article 2.1.1 of the Corporate Governance
Principles are posted on the Company’s website.

The Company’s annual report is prepared in Turkish and English in accordance with CMB regulations and the
Corporate Governance Principles. The annual report includes all mandatory information specified in the Corporate
Governance Principles.

SECTION IV - STAKEHOLDERS

Disclosure to stakeholders is performed in accordance with the Capital Market Law, CMB and Borsa Istanbul
("BIST”) regulations and Corporate Governance Principles. The Company’s Disclosure Policy, revised in line with
Article 17 of the Capital Markets Board’s Public Disclosure Communiqué No. lI-15.1, was approved in accordance
with the Board Resolution dated September 25, 2014 and announced to all stakeholders via the Public Disclosure
Platform. Furthermore, the Disclosure Policy is also available on the Company’s corporate website. With the
implementation of the Disclosure Policy, the necessary information, excluding trade secrets, and explanations are
conveyed to all stakeholders, shareholders and investors in a manner that is timely, consistent, accurate, complete
and clear. Television interviews of Company spokespersons are also broadcast on the Company’s corporate
website. 57
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Relevant information for stakeholders is provided during Annual General Meetings that are open to public.
Additionally, verbal questions are responded to by Company officials while other information related to the
Company, annual reports and independent audit reports are also available on the corporate website. The Company
has created relevant mechanisms to report activities that are not appropriate in terms of ethics or that are in
breach of the Company’s regulations to the Corporate Governance Committee or the Audit Committee by
stakeholders.

In 2016, 81 Public Disclosures were announced in a timely manner in accordance with CMB communigués; no
additional information was requested by the CMB or Borsa Istanbul. Furthermore, during this period, no sanctions
were applied to the Company by the CMB related to the timing of public disclosures. Company shares are not
quoted on any foreign stock exchanges.

Pursuant to the CMB’s Communigué on Common Principles Regarding Significant Transactions and the Retirement
Right, throughout 2016, no significant amount of assets were purchased or sold. Within the scope of investment
incentives, our affiliate company (92%) Turcas Kuyucak Jeotermal Elektrik Uretim A.S. received an “Investment
Incentive Certificate” in 2016, from the T.R. Ministry of Economy General Directorate of Incentive Implementation
and Foreign Investment, to be valid until 08.04.2019. The investment amount is TL 144,463,075 in the
abovementioned “Investment Incentive Certificate” while the supporting elements provided within the scope of the
investment are exempt from VAT and Customs Duty. Developments about the investments are given in the annual
report in the CEO’s Message, and in sections Turcas Kuyucak Jeotermal Elektrik Uretim A.S. and Turcas Yenilenebilir
Enerji Uretim A.S..

There are no regulations in the Articles of Association pertaining to the participation of employees or other
stakeholders in the Company’s management. However, the participation of stakeholders in the Board of Directors
is supported by the Company’s internal practices. For example, via the Strategy Meeting, organized with the
participation of all Company personnel since 2015, the Company’s vision, mission and strategic targets were shared
with the staff and employee opinions were solicited. Furthermore, via the Strategic Targets Progress Meeting,
also organized since 2015, the Company’s progress in meeting strategic targets was discussed with directors,
coordinators, managers and team leaders. Additionally, the quarterly Earnings Release Reports are shared with
employees. Earnings Release Reports, including the analysis of financial results are shared with shareholders

and other stakeholders through the Company website, both in Turkish and English and simultaneously with the
announcement of financial results. “I Have a Suggestion” platform was formed in 2013 whereby employees can
share their innovative and creative suggestions to boost efficiency. The mentioned platform aims to transform
these suggestions into value generating implementations, thereby fostering a collaborative approach to
improvements. The Employee Satisfaction Survey was implemented in 2016; the survey results were shared with
personnel at group meetings with an exchange of views.

Turcas Human Resources management aims to develop, adopt and sustainably implement innovative and target
oriented human resource practices that support the long term investment strategies of the Company and create
value for all stakeholders.

Committed to valuing human capital and employee satisfaction as the key to success, Turcas aims to: i.) add
manpower with appropriate knowhow and competency into its structure; ii.) support the personal and professional
development of its staff in an ongoing manner; and iii.) develop a corporate culture based on high quality
standards and efficiency where personnel who have different viewpoints cooperate and create value.

In order to achieve corporate targets, the Company embraces the core values that the business is based on, and
which it will maintain, develop and pass on to future generations, while aware of its responsibility to society and in

compliance with the Company’s code of conduct.

The Company pays attention to diversity among its workforce and potential candidates without discriminating on
the basis of race, color, faith, ethnic or national origin, religion, gender, marital status, age or disability.
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Turcas aims to create a rewarding environment that encourages proactive working at all levels of the organization,
while building a high performance team. With target based management and performance assessment, the
Company plans and conducts its employees’ career and competency development.

In addition to wages paid in conformity with applicable laws and regulations, the Company also provides the
following side benefits:

* Paid leave

* Health insurance

* Marriage benefits

* Food and transportation

In addition, the Company complies with the criteria in Articles 3.3.3, 3.3.4, 3.3.5, 3.3.6, 3.3.7, 3.3.8, 3.3.9 of the
Capital Markets Board’s Corporate Governance Principles Communiqué.

Internal Communication Committee: The Internal Communication Committee was set up to conduct activities
that support the corporate culture, increase communication between staff members, boost employee motivation
and loyalty to the Company, strengthen teamwork, and ensure productivity in workflows. This committee, which
started operating in 2014, is composed of employees with the necessary experience, knowledge and skills to help
form and develop relevant projects. The Committee comprises of four members and one chairman. An Employee
Representative (Alzade Guldag), who is elected in a democratic way, is appointed among the members to collect
and share employee feedback with the Committee.

Employee Loyalty and Satisfaction Survey: The Company conducts the Employee Satisfaction and Corporate
Culture Survey in order to bolster the corporate structure and achieve sustainable success, understanding the
importance of identifying staff needs, expectations and elements that increase their motivation.

The Employee Loyalty and Satisfaction Survey is structured to reveal the possible factors that impede and/or
increase the workforce’s contentment and job satisfaction; the attitudes and value judgments pertaining to work;
and the corporate culture. Investigation into employee satisfaction and the Company culture is carried out in order
to contribute to the management and organization’s development. Strategies, aims, roles, talents, policies, and
procedures (but not individuals) are evaluated in the research.

The results uncovered by the research help determine the necessary steps and priorities to increase employees’
job satisfaction, foster loyalty to the Company, and boost motivation levels. Survey results also aid in creating
development plans and putting them into operation.

Internal Customer Satisfaction and Organizational Compliance Survey: The Internal Customer Satisfaction and
Organizational Compliance Survey is conducted internally to measure the productivity of departments that interact
with each other. The Survey is instrumental in revealing problems experienced in inter-departmental coordination
and identifying the improvement needs in these processes. The primary aim is to create high internal customer
satisfaction by ensuring the internal workflow and relationship management, thereby boosting productivity.

Turcas Petrol employs a total of 52 personnel - 22 female and 30 male employees - as of December 31, 2016.

Shell & Turcas Petrol, in which Turcas Petrol holds a 30% direct stake, and its subsidiaries and affiliates employ 546
staff members, of whom 158 are female and 388 are male.

ATAS Anadolu Refinery, in which Turcas Petrol holds a 5% direct stake, employs 60 personnel, of whom three are
female and 57 are male.

RWE & Turcas South Power Generation, in which Turcas Petrol holds a 30% indirect stake, employs 61 personnel, of
whom 14 are female and 47 are male.
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Turcas Kuyucak Geothermal Power Generation, in which Turcas Petrol holds a 92% indirect stake, employs 21 personnel,
one of whom is female and 20 of whom are male.

Some 81% of Turcas Petrol personnel hold a graduate or postgraduate degree. The workforce’s average age is 31, while
the average age of the staff in management and senior management positions is 47.

Turcas Group embraces the following principles in remuneration policy management:

* Being fair;

* Being transparent;

« Basing remuneration on measurable and balanced performance targets

* Encouraging sustainable success by rewarding its employees

« Complying with the Company strategies, long-term targets and effective risk management principles.

The Human Resources Department is responsible to the Award, Appreciation and Remuneration Committee for
preparing, issuing, and updating and effectively practicing the guidelines related to the principles and procedures of
remuneration.

The CEOQO, Directors and Human Resources Manager are members of the “Award, Appreciation and Remuneration
Committee” and responsible to the Board of Directors for ensuring that the Company’s remuneration practices are
performed and managed in compliance with relevant legislation and this policy. As part of this responsibility, the
Board of Directors ensures the effectiveness of the Remuneration Policy by reviewing it at least once a year and by
considering the activities of the Award, Appreciation and Remuneration Committee.

At the Fixed Wage Adjustment Stage, the following criteria are taken into account:

« Company’s profitability, strategies and policies,

* Inflation rise based on 12-month CPI-PPI figures,

« Sectoral practices,

« Changing market position, demand and value,

« Appointment/promotion of employees to different positions,

+ Positive/negative development and performance of the employees (Performance Target Cards and Competency Cards),
* Re-assessment and re-levelling as a consequence of changing the scope (responsibility) and content of the position,
* Employee Loyalty and Corporate Culture Survey results,

* Internal Customer Satisfaction and Organizational Compliance Survey results.

The Human Resources Policy of the Company creates an encouraging and rewarding environment for the entire
organization. In line with this policy, the Performance Management System has been implemented at the Company
since 2013. The Performance Management System Handbook is announced within the Company to facilitate employee
access.

Turcas Performance Based Variable Pay System is a varying compensation system based on critical success indicators
of the departments. The system aims to reward employees according to their performance in proportion to their
department success.

In keeping with Corporate Governance Communiqué [I-171 Annex-1 Capital Markets Board Corporate Governance
Principles Article 3.3.8, the Company supports the recognition of the right of freedom to associate and the right to
form collective bargaining agreements. Currently, the Company is not party to any Collective Bargaining Agreements.

Turcas’ core values include the Company’s solid reputation, an ability to differentiate and to become a leader in its
business areas, employees’ and management’s adherence to world class ethical and corporate governance standards,
and a tradition of successful, long-term cooperation and partnerships with global companies. The Code of Ethics,
formulated by the Company’s Board of Directors in accordance with these core values, is published on the corporate
website.

Turcas takes utmost care to prevent potential conflicts of interest that may arise between Turcas and the companies
that provides investment advisory and rating services to Turcas. To this end, the Company has not carried out any
transactions that may lead to conflict of interest in 2016.
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The Company’s and its subsidiaries’ responsibilities to the environment and social responsibility campaigns are stipulated
in detail in their respective Sustainability Reports. A summary of these reports is available in the annual report and on
the website of Turcas Petrol while the full reports are available in the annual reports and on the websites of the related
companies. No lawsuit has been filed against the Company for damages to the environment during the fiscal period.

Throughout the years, the Company has made a number of donations with the approval of the Board of Directors These
include donations to the Petroleum Industry Association (PETDER); Petroleum Platform Association (PETFORM); Turkish
Education Foundation (TEV); Turkish Police Force Victims, Disabled, Widows and Orphans; UNICEF Turkey National
Committee; Spinal Cord Paraplegic Association of Turkey; Turkey Autism Early Detection and Education Association;
Anadolu Education Association; CABA Independent Charity Association; Energy Efficiency Association (ENVERDER);
Creative Children’s Association; Ko¢ University; Turkish Economic and Social Studies Foundation (TESEV); Sustainable
Development Association (SKD); Turkey Down’s Syndrome Association; Bodazici University Association, PODEM
Association of Public Policy and Democracy Studies; Sabanci University and Education Volunteers Foundation of Turkey
(TEGV). These donations amounted to TL 18,081 in 2006; TL 20,784 in 2007; TL 23,240 in 2008; TL 21,055 in 2009; TL
13,575 in 2010; TL 41,380 in 2011; TL 201,350 in 2012; TL 568,100 in 2013; TL 112,500 in 2014; TL 125,530 in 2015 and TL
558,982 in 2016. A summary of the donations made by Turcas Petrol and its affiliates is found under the section titled
Sustainability.

In 2016, no information concerning any legal action against Board members and managers has been passed on to the
Company or its legal consultant. Furthermore, there have been no significant legal actions filed against the Company.

In 2016, there were no administrative or legal sanctions against the Company or Board members due to non-compliance
with legal or regulatory requirements.

SECTION V - BOARD OF DIRECTORS

Pursuant to Article 13 of the Articles of Association, the Board of Directors is composed of at least seven and at most
nine members. In accordance with the same article, Group B and C shareholders hold the privilege to nominate a
candidate in Board member elections. Detailed information about this privilege is contained in the section numbered 2.4
Voting Rights and Minority Rights of this report.

If the General Assembly deems it necessary, it may, at any time, change Board members regardless of the term,
provided that the provisions of the applicable laws and regulations and the Articles of Association are complied with.
New members are appointed by the Board of Directors to the vacant memberships, arising for whatsoever reason, also
in the appointments to be made in accordance with Article 363 of the Turkish Commercial Code, by considering the
shareholder group memberships. These members are submitted to the earliest General Assembly for approval. If the
appointments are approved, these members shall complete the terms of office of the former members that they are
replacing.

As of end-2016, two of the Board members are female, of which one of them is also independent. This number and
percentage (28.6%) is above the Company'’s target (25%).

NAME SURNAME TERM START - END DATES
Erdal Aksoy May 03, 2016 - Continuing
Yilmaz Tecmen May 03, 2016 - Continuing
Saffet Batu Aksoy May 03, 2016 - Continuing
Banu Aksoy Tarak¢ioglu May 03, 2016 - Continuing
Ayse Botan Berker May 03, 2016 - Continuing
Mehmet Sami May 03, 2016 - Continuing
Matthew James Bryza May 03, 2016 - Continuing
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Erdal Aksoy - Chairman of the Board of Directors
Saffet Batu Aksoy - CEO and Board Member
Banu Aksoy Tarakciogdlu - Board Member

Yilmaz Tecmen - Vice Chairman of the Board of Directors
Ayse Botan Berker - Independent Board Member
Mehmet Sami - Independent Board Member

Matthew James Bryza - Board Member

The resumes of Turcas Board members including their duties (if any) outside of the Company appear on pages 27-
28 of the annual report and on the corporate website.

In accordance with Article 13 of the Articles of Association, candidates for Board membership should:

a. Preferably be a university graduate.

b. Hold adequate occupational knowledge in the Company’s areas of business and/or general financial, legal and
managerial expertise,

c. Be able and committed to attend the Board meetings to be held throughout the term of office.

According to the Company’s internal regulations, persons who do not possess the necessary qualifications but who
were appointed to the Board of Directors due to other qualities are provided with the necessary training as soon as
practically possible.

The Corporate Governance Committee initiates a comprehensive Adaptation Program after the appointment of the

members of the Board of Directors. The Company ensures that the Adaptation Program is completed in a quick

and effective manner. At minimum, this program involves the matters below:

* Meeting with managers,

» Evaluations of managers’ résumés and respective performance,

* The Company’s strategic objectives, current status and problems,

* The Company’s market share and financial performance indicators in the sectors in which they directly or
indirectly operate.

Of the seven members who comprise the Board of Directors, Chairman Erdal Aksoy indirectly owns 27.86% of

the Company’s share capital, Board Member Banu Aksoy Tarakcioglu indirectly owns 11.54% and Board Member
Saffet Batu Aksoy indirectly owns 11.54%, as of December 31, 2016. Vice Chairman Yilmaz Tecmen has a 2.21% direct
shareholding in the Company. He is also a shareholder of YTC Tourism and Energy Ltd., which owns a 4.02% direct
stake in the Company. The remaining members - Ayse Botan Berker, Mehmet Sami and Matthew James Bryza - do
not own any shares in the Company.

In 2016, there were no administrative or legal sanctions against the Company or Board members due to non-
compliance with legal or regulatory requirements.

In accordance with the resolution dated April 11, 2016, the Corporate Governance Committee determined that the
candidates nominated as independent Board members meet the independence criteria stipulated in Article 4.3.6 of
the Capital Markets Board’'s Communiqué Series: II1-171, dated January 03, 2014, and presented them to the Board of
Directors for approval. Pursuant to Board of Directors resolution no. 2016/14, dated April 11, 2016 two independent
members (Ayse Botan Berker and Mehmet Sami) were nominated to the Board of Directors by the Corporate
Governance Committee, as the Committee also serves the role of Nomination Committee in complying with CMB
principles.

The Company’s Articles of Association does not contain any provisions that prevent the members of the Board of
Directors from working outside of the Company. However, in accordance with the Company’s internal regulations and
corporate practices, it is essential that the Board members allocate sufficient time for their duties at the Company.
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The operating principles of the Board of Directors are formulated on the basis of the Turkish Commercial Code,
Capital Market Law, the Company’s Articles of Association and other legal regulations.

An invitation to convene an ordinary Board meeting is sent out at least seven days prior to the meeting date and
a copy of the meeting agenda and other relevant documents are included with the invitation. The Chairman of the
Board of Directors sets the meeting agenda in consultation with the head of the Executive Committee and/or with
other members of the Board. The agenda and other relevant documents are sent to the Board members via email.
According to Article 15 of the Articles of Association, the Board of Directors may also convene upon a demand

by shareholders who qualify as institutional investors and who control at least a 5% stake in the Company’s share
capital. Such requests are sent to the Chairman of the Board of Directors. If the Chairman deems the request to
be of merit but concludes that an immediate Board meeting is not necessary, the matter is placed on the agenda
of the next meeting of the Board of Directors. Questions asked by Board members at the meetings as well as

the reasonable and detailed justifications for dissenting votes cast in matters where a difference of opinion exists
between Board members are recorded in the meeting minutes. Members of the Board of Directors do not have
weighted voting rights but they are allowed to veto related resolutions. Related party transactions presented

for the approval of independent members of the Board of Directors are subject to the Capital Markets Board’s
Corporate Governance Principles Communiqué Series: Il - 171 published in Official Gazette No. 28871 dated January
3, 2014.

In 2016, the Board of Directors held four meetings and adopted 28 resolutions. The Board meeting quorum requires
the presence of five members. All seven (7) Board members attended the Board meetings held in March, June

and December; six members attended the meeting held in September. Board resolutions in 2016 were made either
unanimously or with a majority.

In compliance with Article 4.2.8 of the Capital Markets Board Corporate Governance Communiqué annex
published in the Official Gazette No. 28871, dated January 3, 2014, the Company purchased an insurance policy
(Administrative Responsibility Insurance) for Board members at a value exceeding 25% of the Company capital.
This policy was renewed on August 9, 2016.

Each member of the Board is entitled to one (1) vote. However, Article 15 of the Company’s Article of Association
stipulates that the consenting votes of the representatives of Group C shareholders are required for decisions that
are to be made by the Board of Directors on a number of specific matters which are listed below:

i. Appointing and dismissing Chief Executive Officers and granting authorities to Chief Executive Officers.

ii. Discussing and approving strategic plans and making changes or revisions to strategic plans.

iii. Discussing and approving annual budgets.

iv. Entering into any commitments that would result, actually or contingently, result in Turcas’ incurring any liability
or expenditure to the Turkish lira equivalent of USD 500,000 (five hundred thousand US dollars) or more, and that
are not included in the annual budget or the strategic plan.

v. Making decisions pertaining to contracts or dealings involving Turcas on the one hand and, on the other, its
shareholders and/or their subsidiaries or affiliates or any other third party, and with regard to contracts that are
outside the ordinary conduct of Turcas’ activities.

vi. Making decisions with respect to development projects that parties propose, including those that involve
entering into mergers, acquisitions, and joint ventures.

vii. Approving any single-transaction purchase or sale or technology, patent, trade name, or trademark licensing
agreement whose pre-tax value (also taking all other considerations into account) is the Turkish lira equivalent of
more than USD 100,000 (one hundred thousand US dollars).

viii. Making decisions concerning strategic policies pertaining to exports and imports outside the Republic of
Turkey (to the extent that they are outside of Turcas’ policies pertaining to exports).

ix. Putting proposals to the General Assembly concerning changes to the Articles of Association.

x. Putting proposals to the General Assembly concerning the disposal of significant assets outside of ordinary
business and activities.

xi. Adopting resolutions concerning the winding up or liquidating of Turcas.

xii. Transferring Group B shares to any competitor (as defined by the mutual agreement of Group B and Group C

shareholders).
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Committees are set up within the Company to help the Board of Directors fulfill its duties and responsibilities

in the best manner. These committees carry out their activities in accordance with the relevant regulations and
the working principles which can be found on the Company’s corporate website. Meeting minutes are sent to
the members of the Board of Directors via email after each committee meeting; as a result, the efficiency of the
committees is assessed and overseen by the Board of Directors in the best manner.

In 2016, out of the committees formed within the Board of Directors, the Corporate Governance Committee
convened five times, the Early Detection of Risk Committee met six times, and the Audit Committee convened four
times.

The Corporate Governance Committee operates to ensure the Company’s compliance with Corporate Governance
Principles and employees’ internalization of these principles. The Committee also identifies candidates for Board
membership and senior management positions; monitors the activities of the Investor Relations Department;

and determines criteria to evaluate the compensation, rewards, and performance of Board members and senior
managers in line with the Company’s long-term targets. Pursuant to the Corporate Governance Principles, since

a separate Nomination Committee and Remuneration Committee were not set up within the Board of Directors,
these duties are carried out by the Corporate Governance Committee. The Corporate Governance Committee
reported to the Board of Directors four times in 2016. The meeting minutes prepared during this period were also
shared with the Board.

The Early Detection of Risk Committee aims to develop the necessary policies for the observation of risks the
Company may encounter and carry out risk management processes. The Company’s Risk Evaluation Study

is updated twice during the year. These studies were presented to the Board by the Early Detection of Risk
Committee twice during the year.

The Audit Committee operates to provide supervision of the Company’s accounting system, the auditing and
disclosure to the public of financial data, and the operation and efficiency of the internal control system. The Audit
Committee met four times in 2016 and the minutes of each meeting were conveyed to the Board. By sharing the
reports prepared according to the risk assessments of units and activities with the relevant units, action plans and
commitments are taken and this study is followed up by the Audit Committee.

Pursuant to Board of Directors decision no. 2017/03, dated March 10, 2017, the Audit Committee inspected and
approved the Company’s 2016 year-end financials to be published at Borsa Istanbul. The Footnote 27 - Related
Party Disclosures section of the Independent Audit Report for 2016 contains the commercial and financial
transactions made with related parties.

With this approval, the Board of Directors affirmed that it had:
a. Inspected the financial statements and footnotes from the audit for the end of the last year;

b. In accordance with the data that they possessed in the area of their duty and responsibility in the Company, that
the financial statements and footnotes contained no incorrect disclosures or any omissions that may give rise to
misleading results as of the date the disclosure was made;

c. In accordance with the data they possessed in the area of their duty and responsibility in the Company, that, as
of the period that the financial statements and footnotes referred to, these reports reflected the truth about the
Company’s financial status and operating results, that they had accepted these with Board resolution no. 2017/03
dated March 10, 2017, and that they had approved that they be sent for publication to the stock exchange. Thus, the
Company’s Board had conformed to Article 9 in the second section of the Capital Markets Board’s Communiqué
Series 11-14.1.

As Board members work within the framework of certain prescribed principles, no conflicts of interest arose. Due
to the structure and number of members on the Board, one Board Member served on more than one Committee.

Ayse Botan Berker (Committee Chairwoman - Independent Board Member)
Mehmet Sami (Independent Board Member)
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Mehmet Sami (Committee Chairman - Independent Board Member)

Ayse Botan Berker (Independent Board Member)

Yilmaz Tecmen (Non-executive Board Member)

Matthew James Bryza (Non-executive Board Member)

Erkan ilhantekin (Finance Director/CFO)

Altan Kolbay (Corporate Communications and Government Relations Manager)
Tomurcuk Eroglu (Legal Counsel)

Pinar Saatciodlu (Ceritoglu) (Investor Relations Assistant Manager)

Ayse Botan Berker (Committee Chairwoman - Independent Board Member)
Banu Aksoy Tarakcioglu (Executive Member of the Board)

Erkan ilhantekin (Finance Director & CFO)

Tomurcuk Eroglu (Legal Counsel)

The risk management system was formulated and is supervised by the Early Detection of Risk Committee, which is
formed within the Board. The Internal Audit Department, which operates in coordination with the Audit Committee,
performed audits under the annually defined Audit Plan. The Department sent its Audit Reports to the Audit
Committee. Audits carried out under the annual Audit Plan are classified as compliance, operations, work flows,
financial statements and special audits. In 2016, 11 Audit Reports, which also include affiliates, were presented to
the Audit Committee. The Internal Audit Department also inspects the reports prepared by the Independent Audit
team as part of audit activities.

Turcas’ strategy is to meet Turkey’s growing energy demand by expanding its diversified portfolio via use of its
industrial know-how, local knowledge, international partnerships and the opportunities in nearby markets, hence
maximizing stakeholder value.

The Board evaluates the strategic targets formulated by senior managers at the Strategy Meeting held in
December every year. The abovementioned targets and progresses are shared with all employees at a meeting held
in February while the progress regarding the targets is evaluated together with the executives at a meeting held in
October. Company’s vision, mission, strategy and values are available in the Annual Report and corporate website.

According to the Articles of Association of the Company, Chairman and Members of the Board of Directors may
be paid, within the scope of the approval of the General Assembly, remuneration per month/year or honorarium for
each meeting.

At the 2016 Ordinary General Assembly held on 03.05.2016, decision was taken, about the Members of the

Board of Directors’ rights such as remunerations, honorariums, bonuses and premiums regarding 2016, to pay a
remuneration of gross TL 144,000 per year to each Independent Member of the Board of Directors in line with the
Capital Markets Board Corporate Governance Principles; and to pay honorarium and/or remuneration of gross TL
1,690,225 per year to the other Members of the Board of Directors. There is no method of granting Members of the
Board of Directors other rights, benefits and awards based on performance.

The Company does not lend any money to, stand as a surety for, or give any guarantee in favor of the members of
the Board or management staff.

In accordance with Board resolution no. 2012/3 dated March 6, 2012, the Principles of Remuneration of Members
of the Board and Senior Managers was formulated in 2012, presented to the General Assembly for approval, and
announced on the Public Disclosure Platform.

In 2016, the Company made salary payments of TL 2,636,518 and other payments of TL 505,710 to the members of
the Board, and salary payments of TL 1,109,255 and other payments of TL 122,748.50 to the senior management.
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20.01.2017: As specified in the Public Disclosure dated December 19, 2016, within the scope of more effectively
managing Turcas Petrol A.S’s subsidiary portfolio, decision had been taken; |) to make necessary transactions for
Turcas Petrol A.S. to purchase the shares of the 99.99% affiliate Turcas Enerji Holding A.S. (Turcas Elektrik Uretim
A.S’s direct shareholder with 98.67%), the shares of the real person shareholders in Turcas Elektrik Uretim A.S.
(“TEUAS”) - which are in total 195,360,019 lot shares - and, I) to get approval from the regulatory authorities and
financing corporations of TEUAS prior to completing the transaction.

This time, as per the decision taken on January 20, 2017 by the Board of Directors of Turcas Petrol A.S., again with
the aim of more effectively managing the subsidiary portfolio and increasing resource efficiency, decision was
taken to make a merger, after the acquisition is completed, between Turcas Petrol A.S. and TEUAS by means of
acquisition of all assets and liabilities, and to perform necessary transactions in accordance with the Turkish Code
of Commerce, Capital Markets Law and relevant legislation - provided that the process is subject to approval of the
regulatory authorities and financing corporations of TEUAS.

With this merger, the plan was to integrate the long term investment loans in foreign currency within the group,
and Turcas Petrol A.S’s revenues in foreign currency, into the same balance sheet, and thus to create a more
efficient and active hedging mechanism.

03.03.2017: As a result of the annual evaluation by Kobirate International Credit Rating and Corporate
Governance Services Inc. (Kobirate) in conformity with the Corporate Governance Compliance Rating
methodology, the Corporate Governance Compliance Rating of the Company was raised from 9.35 to 9.48 (out of
10) as of 2017.

27.03.2017: With the aim of collaborating in the field of renewable energy generation projects based on

solar and wind energy and energy storage investments without any geographical limitation, a Memorandum

of Understanding, without any time limit, was signed on 27.03.2017 between our Company Turcas Petrol A.S.
(“Turcas”) and innogy SE, RWE AG’s - our partner since 2009 in the investment in Denizli Natural Gas Cycle Power
Plant with 800 MW installed capacity - subsidiary that was publicly offered in Germany in 2016, carrying out
activities in the field of Renewable energy, energy distribution and retail sales.

We evaluate that the Memorandum of Understanding will contribute to the implementation of medium and long-
term strategies of Turcas, in terms of diversifying the power generation portfolio of Turcas with renewable energy
sources, utilizing innovative investment areas such as energy storage, and providing geographical diversification.

29.03.2017: Our Company aims to expand the exploration and production knowhow and experience it has
developed in the geothermal field, into oil exploration activities on land. Thus, Turcas Petrol A.S. has made use

of the data of the geological and hydrogeological studies previously made in the Denizli city limits, and made a
Petroleum Exploration License application to the T.R. Ministry of Energy and Natural Resources General Directorate
of Petroleum Affairs for the map section M-22A on which it has carried performed geophysical studies.

The application we have made, completed the process of preliminary assessment by the relevant authorities, and
was published on 29.03.2017 in the Official Gazette; and the 90 day process of public display was initiated. By

the end of this period, a Business and Investment Program will be submitted to General Directorate of Petroleum
Affairs in accordance with the relevant legislation. The plan is to initiate the related investment in line with the
decision to be taken by the Board of Directors of our Company upon the approval of this Program, and in case the
Exploration License is granted.

03.04.2017: Pursuant to Resolution of Board of Directors no. 2017/04 of 03.04.2017; it has been resolved to
submit the following proposal to the approval of General Assembly during 2016 Annual General Meeting: In
accordance with 2016 year-end consolidated financial statements prepared and audited in accordance with the
regulations of Capital Markets Board, TL 18,000,000 (gross TL 0.066666, net TL 0.056666 per each share with TL
1 nominal value) dividend to be funded from retained earnings shall be distributed in cash until 31.12.2017.
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RESEARCH AND DEVELOPMENT (R&D)
ACTIVITIES

Our R&D investments, in which we place great importance in order to increase our competitive strength and
achieve sustainable growth, continued within the Project and Business Development Department in 2016. Detailed
information can be found in the Energy section (pages 38-47).

BOARD OF DIRECTORS” ASSESSMENT ON
COMMITTEES

The relevant agenda and minutes of the Committees set up within the Board of Directors (Early Detection of Risk
Committee, Corporate Governance Committee, and Audit Committee) in compliance with the Capital Markets
Board’s Corporate Governance Principles are shared with Board Members via email following every meeting.
Furthermore , the Early Detection of Risk Committee, Corporate Governance Committee, and Audit Committee
report directly to the Board of Directors.

The Audit Committee operates to provide supervision of the Company’s accounting system, the auditing and
public disclosure of financial data, and the operation and efficiency of the internal control system.

The Corporate Governance Committee operates to ensure the Company’s compliance with Corporate Governance
Principles and employees’ internalization of these principles. The Committee also identifies candidates for Board
membership and senior management positions; monitors the activities of the Investor Relations Department;

and determines criteria to evaluate the compensation, rewards, and performance of Board members and senior
managers in line with the Company’s long-term targets. Pursuant to the Corporate Governance Principles, since

a separate Nomination Committee and Remuneration Committee were not set up within the Board of Directors,
these duties are carried out by the Corporate Governance Committee.

The Early Detection of Risk Committee has defined the main issues that may be deemed risky from the Company’s
point of view as part of the meetings and evaluations carried out with the senior management. Furthermore, the
abovementioned risk factors are reviewed twice a year together with the recommended risk mitigating measures,
and shared with the Board of Directors and the Company employees. Periodic evaluations are carried out by the
responsible bodies in the Finance Departments and Risk Management Department pertaining to financial ratios.
These include Turcas Petrol and Group Companies’ financial leverage, the debt to equity ratio, and the capacity

to repay debts. The referenced ratios are also evaluated via a report prepared by an independent audit company
and are periodically presented to creditor banks. As of the date of the report, the abovementioned ratios meet the
minimum threshold values that are determined with the Loan Agreements. Foreign currency denominated assets
and liabilities of the Company are closely monitored in terms of FX risk. With the recommendation of the Early Risk
Detection Committee Euro/USD Conversion Program was established during the year, changes in the parity were
closely monitored and the impact of the excessive FX volatility on the Company’s financial statements was tried to
be minimized.

In 2016, with regard to the Board committees, the Corporate Governance Committee met four times, the Early
Detection of Risk Committee convened six times, and the Audit Committee met four times. During the year, the
Early Detection of Risk Committee, the Corporate Governance Committee and the Audit Committee reported to
the Board four times.
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This Affiliation Report stipulates the relationships between Turcas Petrol A.S. and its controlling shareholder Aksoy Holding A.S. as
well as the outcomes of these relationships in terms of benefits and/or losses.

All legal transactions between Turcas Petrol A.S. and Aksoy Holding A.S. as well as the measures that were adopted and refrained
from being taken to the benefit of the parent company Aksoy Holding A.S. or to the benefit of Turcas Petrol A.S. are stated below.

A) GENERAL INFORMATION:

Fiscal Period of the Report: Fiscal Year 2016

Business Name: TURCAS PETROL AS.

Trade Registry Number: 171118

Address of Headquarters: Ahi Evran Caddesi No: 6 Aksoy Plaza Kat: 7 Maslak Sariyer 34398 ISTANBUL
Phone: +90 212 259 00 00

Fax: +90 212 259 00 18/19

Website: www.turcas.com.tr

B) SHAREHOLDING STRUCTURE OF THE COMPANY
Capital: TL 270,000,000

SHAREHOLDERS AMOUNT OF SHARES (TL) SHAREHOLDING RATIO (%)
Aksoy Holding 139,175,892 51.55
Free Float (Traded on BIST) 67,826,501 2512
Turcas Energy Holding (Traded on BIST) 14,471,336 5.36
Other Individual and Institutional Investors 48,526,271 17.97
TOTAL PAID-IN CAPITAL (TL) 270,000,000 100.00

C) ALL LEGAL TRANSACTIONS BETWEEN TURCAS PETROL A.S. AND AKSOY HOLDING A.S. AND THE ACTIONS TAKEN AND
REFRAINED FROM BEING TAKEN

Sublease and service contracts were in effect between Turcas Petrol A.S. and parent company Aksoy Holding A.S; in the lease
contracts, Turcas Petrol A.S. is the lessor and Aksoy Holding A.S. is the lessee.

D) ALL LEGAL TRANSACTIONS BETWEEN TURCAS PETROL A.S. AND OTHER SUBSIDIARIES OF AKSOY HOLDING A.S. AND THE
ACTIONS TAKEN AND REFRAINED FROM BEING TAKEN

Sublease and service contracts were in effect between Turcas Petrol A.S. and the other subsidiaries of parent company Aksoy
Holding A.S.; in the lease contracts, Turcas Petrol A.S. is the lessor and the other subsidiaries of Aksoy Holding A.S. are the lessees.

E) ACTIONS TAKEN/REFRAINED FROM BEING TAKEN BY TURCAS PETROL A.S. TO THE BENEFIT OF AKSOY HOLDING A.S.
UNDER THE DIRECTION OF AKSOY HOLDING A.S.

The Company did not carry out any dealings to the benefit of parent company Aksoy Holding A.S. under the direction of Aksoy
Holding A.S.

F) ACTIONS TAKEN/REFRAINED FROM BEING TAKEN BY TURCAS PETROL A.S. TO THE BENEFIT OF OTHER SUBSIDIARIES OF
AKSOY HOLDING A.S. UNDER THE DIRECTION OF AKSOY HOLDING A.S.

Turcas Petrol A.S. did not execute/avoid any transactions or measures to the benefit of other subsidiaries of parent company Aksoy
Holding A.S. under the direction of Aksoy Holding A.S.

CONCLUSION

Service and sublease contracts between Turcas Petrol A.S. and the parent company were in effect during 2016; all actions that were
taken and refrained from being taken to the benefit of the parent company and to the benefit of Turcas Petrol A.S. were assessed for
these contracts in accordance with applicable laws and regulations as well as the ongoing needs of commercial activities. In addition,
as part of the efforts to meet the liquidity needs of Turcas Petrol A.S. or the short-term financial transactions entered into with the
parent company and with other group companies, transfer pricing is performed pursuant to the provisions of Article 13 of Corporate
Tax Law No. 5520.

We hereby declare that Turcas Petrol A.S. was not harmed in any way as a result of the transactions carried out within the scope of
Article 199 of the Turkish Commercial Code No. 6102 during the 2016 reporting period.

—Aus—y R

SAFFET BATU AKSOY BANU AKSOY TARAKCIOGLU
68 CEO and Board Member Executive Board Member



APRIL 11, 2016

| hereby declare that | am a candidate for “Independent Memlber” to carry out tasks on the Board of Directors of
Turcas Petrol A.S., within the scope of applicable laws, rules and regulations, the Company’s Articles of Association
and the criteria stipulated in the Corporate Governance Principles published by the Capital Markets Board; and
within this scope | do declare that:

a) Within the last five years, no executive employment relation that would give important duties and responsibilities
has been established between myself, my spouse, my second degree relatives by blood or by marriage and (i)

the Company and (ii) the subsidiaries of the Company, and (iii) shareholders who control the management of
Company or who have significant influence in Company and juridical persons controlled by these shareholders; and
that | (individually or collectively) neither possess more than 5% of any and all Company capital or voting rights or
privileged shares nor have significant commercial relations,

b) Within the last five years, | have not worked as an executive manager who would have important duties and
responsibilities or | have not been a member of the Board of Directors or been a shareholder (more than 5%)
particularly in the companies that provide auditing, rating and consulting services for the Company (including tax
audit, legal audit, internal audit), and in the companies that the Company purchases products and services from
or sells products and services to within the framework of the agreements signed (during the timeframe of selling/
purchasing of the products and services,

c) | do have the professional training, knowhow, and experience that will help me properly carry out the tasks and
duties | will assume as a result of my independent membership in the Board of Directors,

d) In accordance with the legislations, | will not be working fulltime in public institutions and organizations (except
working as an academician at the university) after being elected as a member,

e) | am considered a resident in Turkey according to the Income Tax Law (n.193) dated 31/12/1960,
f) I do have the strong ethic standards, professional standing and experience that will help me positively contribute
to the activities of the Company and remain neutral in conflicts of interests between the Company and the

shareholders, and that will help me take decisions freely by taking the rights of the stakeholders into consideration,

g) | will be able to spare the sufficient time for the activities of the Company to an extent that will help me pursue
the activities of the Company and fulfil the requirements of my tasks and duties,

h) | have not been a member of the Board of Directors of the Company for more than 6 years in total within the
last decade,

i) | have not been an independent member of the Board of Directors in more than three of the companies
controlled by the Company or by the shareholders who control the management of the Company and in more than

five of the publicly traded companies in total,

i | have not been registered and announced on behalf of the juridical person elected as member of the Board of
Directors.

Respectfully,

=D :

= >

MEHMET SAMi
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APRIL 1, 2016

| hereby declare that | am a candidate for “Independent Member” to carry out tasks on the Board of Directors of
Turcas Petrol A.S., within the scope of applicable laws, rules and regulations, the Company’s Articles of Association
and the criteria stipulated in the Corporate Governance Principles published by the Capital Markets Board; and
within this scope | do declare that:

a) Within the last five years, no executive employment relation that would give important duties and responsibilities
has been established between myself, my spouse, my second degree relatives by blood or by marriage and (i)

the Company and (ii) the subsidiaries of the Company, and (iii) shareholders who control the management of
Company or who have significant influence in Company and juridical persons controlled by these shareholders; and
that | (individually or collectively) neither possess more than 5% of any and all Company capital or voting rights or
privileged shares nor have significant commercial relations,

b) Within the last five years, | have not worked as an executive manager who would have important duties and
responsibilities or | have not been a member of the Board of Directors or been a shareholder (more than 5%)
particularly in the companies that provide auditing, rating and consulting services for the Company (including tax
audit, legal audit, internal audit), and in the companies that the Company purchases products and services from
or sells products and services to within the framework of the agreements signed (during the timeframe of selling/
purchasing of the products and services,

c) | do have the professional training, knowhow, and experience that will help me properly carry out the tasks and
duties | will assume as a result of my independent membership in the Board of Directors,

d) In accordance with the legislations, | will not be working fulltime in public institutions and organizations (except
working as an academician at the university) after being elected as a member,

e) | am considered a resident in Turkey according to the Income Tax Law (n.193) dated 31/12/1960,
f) | do have the strong ethic standards, professional standing and experience that will help me positively contribute
to the activities of the Company and remain neutral in conflicts of interests between the Company and the

shareholders, and that will help me take decisions freely by taking the rights of the stakeholders into consideration,

9) | will be able to spare the sufficient time for the activities of the Company to an extent that will help me pursue
the activities of the Company and fulfil the requirements of my tasks and duties,

h) | have not been a member of the Board of Directors of the Company for more than 6 years in total within the
last decade,

i) I have not been an independent member of the Board of Directors in more than three of the companies
controlled by the Company or by the shareholders who control the management of the Company and in more than

five of the publicly traded companies in total,

i I have not been registered and announced on behalf of the juridical person elected as member of the Board of
Directors.

Respectfully;

RSt

AYSE BOTAN BERKER
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PURSUANT TO THE TURCAS PETROL A.S. BOARD OF DIRECTORS’ DECISION REGARDING THE
ACCEPTANCE OF THE FINANCIAL STATEMENTS

DATE OF DECISION: 10.03.2017

DECISION NO.: 2017/03

AS PER ARTICLE 9 OF THE THIRD SECTION OF COMMUNIQUE SERIES: I1-14.1 OF THE CAPITAL
MARKETS BOARD

We hereby declare that as per Board Resolution 2017/03 dated March 10, 2017, we accept the following statements
and approve their delivery for disclosure on the Public Disclosure Platform:

a) We have examined the balance sheet, income statement, cash flow statement, shareholders’ equity statement
and the accompanying notes for the period January 1, 2016 - December 31, 2016, approved by the Board of
Directors and Board of Auditors, prepared in accordance with international accounting standards/international
financial reporting system and audited by an independent audit company, together with the Annual Report,

b) Based on the information we possess pursuant to our duties and responsibilities within the Company, the
financial statements and notes do not have any misstatements in material aspects or any omissions that may be
construed as misleading as of the date of the declaration,

Based on the information we possess pursuant to our duties and responsibilities within the Company, the financial
statements and the notes fairly reflect the company’s financial situation and operating results, as of the period they

are prepared for.

Sincerely,

—= e BBk e

SAFFET BATU AKSOY AYSE BOTAN BERKER MEHMET SAMi
CEO and Board Member Chairwoman of the Audit Committee = Member of the Audit Committee
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INDEPENDENT AUDIT REPORT RELATED TO
ANNUAL REPORT

Giiney Baimsiz Denetimve  Tel : +90212 315 30 00
SMMM AS Fax:+9021223082 91
Eski Blylikdere Cad. ey.com
s Orjin Maslak No:27 Ticaret Sicil No: 479920-427502
Building a better Maslak, Sariyer 34398
working world Istanbul - Turkey

CONVENIENCE TRANSLATION INTO ENGLISH OF INDEPENDENT AUDITOR’S REPORT ON THE BOARD OF DIRECTORS’ ANNUAL
REPORT ORIGINALLY ISSUED IN TURKISH

To the Board of Directors of Turcas Petrol A.S.

Auditor’s Report on the Board of Directors’ Annual Report
We have audited the annual report of Turcas Petrol A.S. and its Subsidiaries (collectively referred to as the “Group”) for the period ended
31 December 2016.

Board of Directors’ responsibility for the Annual Report

The Group’s management is responsible for the fair preparation of the annual report and its consistency with the consolidated

financial statements in accordance with Article 514 of Turkish Commercial Code (“TCC”) No. 6102 and Capital Markets Board’s ("CMB”)
Communiqué Serial Il, No: 14.1, “Principles of Financial Reporting in Capital Markets” (the “Communiqué”) and for such internal control as
management determines is necessary to enable the preparation of the annual report.

Independent Auditor’s Responsibility

Our responsibility is to express an opinion on the Group’s annual report based on the independent audit conducted pursuant to Article
397 of TCC and the Communiqué, whether or not the financial information included in this annual report is consistent with the Group’s
consolidated financial statements that are subject to independent auditor’s report dated 13 March 2017 and presented fairly.

Our independent audit was conducted in accordance with Independent Auditing Standards that are part of the Turkish Standards on
Auditing issued by the Public Oversight Accounting and Auditing Standards Authority. Those standards require that ethical requirements
are complied with and that the independent audit is planned and performed to obtain reasonable assurance whether the financial
information in the annual report is fairly presented and consistent with the consolidated financial statements. An independent audit
requires applying audit procedures to obtain audit evidence on the historical financial information. The procedures selected depend on
the professional judgement of the independent auditor. We believe that the independent audit evidences we have obtained during our
independent audit, are sufficient and appropriate to provide a basis for our opinion.

Opinion
Based on our opinion, the financial information in the annual report of Board of Directors of Turcas Petrol A.S. is consistent with the
audited consolidated financial statements and presented fairly, in all material respects.

Other Responsibilities Arising From Regulatory Requirements

Pursuant to subparagraph 3 of Article 402 of the TCC No. 6102, within the context of ISA 570 “Going Concern”, we have not encountered
any significant issue which we are required to be reported with regard to the inability of Group to continue its operations for the
foreseeable future.

GUney Bagimsiz Denetim ve Serbest Muhasebeci Mali MUsavirlik Anonim Sirketi
A member firm of Ernst & Young Global Limited

Seda Akkus Tecer, SMMM
Partner

March 13, 2017
Istanbul, Turkey
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working wor Istanbul - Turkey

(Convenience translation of a report originally issued in Turkish)
INDEPENDENT AUDITOR’S REPORT ON THE ANNUAL REPORT OF THE BOARD OF DIRECTORS
To the Board of Directors of Turcas Petrol A.S.
Report on the Audit of the Annual Report of the Board of Directors in accordance with the Independent Auditing Standards

We have audited the annual report of Turcas Petrol A.S. (“the Company”) and its subsidiaries (together referred to as “the
Group”) for the year ended December 31, 2016.

The responsibility of the Board of Directors on the Annual Report

In accordance with Article 514 of the Turkish Commercial Code 6102 (“TCC”) and the provisions of the Communiqué 11-14.1 on the
Principles of Financial Reporting In Capital Markets” (“the Communiqué”) of the Capital Market Board (“CMB”), the management
of the Group is responsible for the preparation and fair presentation of the annual report consistent with the consolidated
financial statements and for the internal controls considered for the preparation of a report of such quality.

Responsibility of the Independent Auditor

Our responsibility is to express and opinion, based on the independent audit we have performed on the Group’s annual report in
accordance with article 397 of the TCC and the Communiqué, on whether the financial information provided in this annual report
is presented fairly and consistent with the Group’s consolidated financial statements subject to the independent auditor’s report
dated March 13, 2017.

Our independent audit has been performed in accordance with the Independence Auditing Standards as endorsed by CMB
and Independent Auditing Standards which are a part of Turkish Auditing Standards promulgated by the Public Oversight,
Accounting and Auditing Standards Authority. These standards require compliance with ethical provisions and the independent
audit to be planned and performed to obtain reasonable assurance on whether the financial information provided in the annual
report is free from material misstatement and consistent with the consolidated financial statements. This independent audit
involves the application of auditing procedures in order to obtain audit evidence on the historical financial information. The
selection of these procedures is based in the professional judgment of the independent auditor. We believe that the audit
evidence we have obtained during our independent audit is sufficient and appropriate to provide a basis for our opinion.

Opinion

In our opinion, the financial information provided in the annual report of the Board of Directors is presented fairly and consistent
with the audited consolidated financial statements in all material respects.

Independent auditor’s responsibilities arising from other regulatory requirements
In accordance with paragraph 3 of Article 402 of the Turkish Commercial Code (“TCC”) 6102, within the framework of the
Independent Auditing Standards 570 “Going Concern no material uncertainty has come to our attention which causes us to

believe that the Group will not be able to continue as a going concern in the foreseeable future.

GUney Bagimsiz Denetim ve Serbest Muhasebeci Mali MUsavirlik Anonim Sirketi
A member firm of Ernst & Young Global Limited

Part

March 13, 2017
Istanbul, Turkey
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TURCAS PETROL A.S.

CONVENIENCE TRANSLATION INTO ENGLISH OF
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
AT 31 DECEMBER 2016 AND 2015

(AMOUNTS EXPRESSED IN TURKISH LIRA (“TRY"”) UNLESS OTHERWISE INDICATED.)

(Audited)
Current Period
Notes 31 December 2016

(Audited)
Prior Period

31 December 2015

ASSETS

Current assets

Cash and cash equivalents 4 143,318,772 168,562,550
Financial assets 5 - 10,368,039
Trade receivables 493,761 512,073
- Trade receivables from third parties 7 493,761 512073
Other receivables 17,572,797 47010,265
- Other receivables from related parties 27 17,445,262 46,555,414
- Other receivables from third parties 8 127,535 454,857
Prepaid expenses 9 172,767 1,526,650
Other current assets 16 182,904 2,000,901
Total currents assets 161,741,001 229,980,478
Non-current assets
Other receivables 73,561,290 183,329,818
- Other receivables from related parties 27 73,536,066 183,304,585
- Other receivables from third parties 8 25,224 25233
Prepaid expenses 9 3,963,862
Financial assets 5 63,240 63,240
Investments accounted by equity method 10 782,692,423 617,944,470
Property, plant and equipment n 46,507,903 19,702,714
Intangible assets 12 56,790,416 6,247
Deferred tax assets 25 16,567,899 18,985,199
Other non-current assets 16 12,777,854 1,724,287
Total non-current assets 992,924,887 841,755,975

TOTAL ASSETS

1,154,665,888

1,071,736,453

These consolidated financial statements for the period 1 January - 31 December 2016 have been approved by the
Board of Directors on 10 March 2017. These consolidated financial statements are subject to the approval of General

Assembly.

The accompanying notes form an integral part of these consolidated financial statements.

76



TURCAS PETROL A.S.
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CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

AT 31 DECEMBER 2016 AND 2015
(AMOUNTS EXPRESSED IN TURKISH LIRA (“TRY”) UNLESS OTHERWISE INDICATED.)

(Audited) (Audited)
Current Period Prior Period
Notes 31 December 2016 31 December 2015

LIABILITIES

Current liabilities

Financial liabilities 6 33,415,809 -
Short term portions of long term financial liabilities 6 66,091,282 78,299,317
Trade payables 3,522,888 497,460
- Trade payables to third parties 7 3,522,888 497460
Other payables 4,425,934 5,234,976
- Other payables to related parties 27 1,825,329 552 644
- Other payables to third parties 8 2,600,605 4,682 332
Current income tax liabilities 25 324,399 5,630,891
Short term provisions 821,254 497535
- Short term provisions for employee benefits 14 821,254 267,086
- Other short term provisions 14 - 230,449
Other current liabilities - 287
Total current liabilities 108,601,566 90,160,466
Non-current liabilities
Financial liabilities 6 403,988,437 346,508,276
Long term provisions for employee benefits 15 589,207 626,573
Deferred tax liabilities 25 - 21,943
Other non-current liabilities 16 919,376 996,831
Total non-current liabilities 405,497,020 348,153,623
EQUITY
Paid-in capital 17 270,000,000 270,000,000
Adjustment to share capital 17 41,247,788 41,247,788
Treasury shares (-) 17 (22,850,916) (22,850,916)
Other comprehensive income/(expense) not to be
reclassified to profit or loss (3,732,123) (3,393,300)
Actuarial gains/ (losses) on defined benefit plans (3,732,123) (3,393,300)
Restricted reserves 17 37,333,125 36,674,580
Retained earnings 297,557,197 348,170,904
Net profit / (loss) for year 18,006,308 (36,421,614)
Equity attributable to equity holders of the parent 637,561,379 633,427,442
Non-controlling interest 3,005,923 (5,078)
Total equity 640,567,302 633,422,364
TOTAL LIABILITIES AND EQUITY 1,154,665,888 1,071,736,453

The accompanying notes form an integral part of these consolidated financial statements.
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TURCAS PETROL AS.

CONVENIENCE TRANSLATION INTO ENGLISH OF CONSOLIDATED
STATEMENTS OF PROFIT OR LOSS AND OTHER COMPREHENSIVE
INCOME FOR THE YEARS ENDED 31 DECEMBER 2016 AND 2015

(AMOUNTS EXPRESSED IN TURKISH LIRA ("TRY”) UNLESS OTHERWISE INDICATED)

(Audited) (Audited)

Current Period Prior Period
PROFIT OR LOSS Notes 2016 2015
CONTINUED OPERATIONS
Sales 18 - 761,919
Cost of sales (-) 18 - (642,386)
GROSS PROFIT - 119,533
General and administrative expenses (-) 19 (22,415,633) (20,274,410)
Marketing expenses (-) 19 (602) (796,764)
Other operating income 20 26,509,198 38,907,537
Other operating expenses (-) (212,568) (415,451
OPERATING PROFIT 3,880,395 17,540,445
Income from invesment activities 21 12,295,458 433,840
Expenses from investment activities 22 (154,555) -
Income/(Loss) from investments accounted by equity method 10 36,763,421 (57,485,545)
OPERATING PROFIT / (LOSS) BEFORE FINANCIAL INCOME /
(EXPENSE) 52,784,719 (39,51,260)
Financial income 23 95,481,498 154,284,016
Financial expenses (-) 24 (129,195,147) (146,548,803)
PROFIT / (LOSS) BEFORE TAX FROM CONTINUED
OPERATIONS 19,071,070 (31,776,047)
Tax income / (expense) from continued operations
Current period tax expense 25 (4,630,448) (12,245134)
Deferred tax income 25 3,159,597 7,599,891
NET PROFIT / (LOSS) FROM CONTINUED OPERATIONS 17,600,219 (36,421,290)
Attributable to:
Equity holders of the parent 18,006,308 (36,421,614)
Non-controlling interest (406,089) 324
Earnings/(Loss) earnings per share 26 0.0667 (0.1472)

The accompanying notes form an integral part of these consolidated financial statements.
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CONVENIENCE TRANSLATION INTO ENGLISH OF CONSOLIDATED
STATEMENTS OF PROFIT OR LOSS AND OTHER COMPREHENSIVE
INCOME FOR THE YEARS ENDED 31 DECEMBER 2016 AND 2015

(AMOUNTS EXPRESSED IN TURKISH LIRA ("TRY”) UNLESS OTHERWISE INDICATED)

(Audited) (Audited)
Current Period Prior Period
Notes 2016 2015
PROFIT / (LOSS) FOR THE PERIOD 17,600,219 (36,421,290)
Other comprehensive income / (expense) not to be
reclassified to profit or loss
Actuarial gains / (losses) on defined benefit plans 15 139,719 -
Taxes related to other comprehensive income not to be
reclassified to profit or loss
Deferred tax income / (expense) 25 (27,944) -
Other comprehensive income of shares from
investments accounted by the equity method not to be
reclassified to profit or loss
Revaluation gains / (losses) of defined benefit plans of
investments accounted by equity method (563,248) 2,652,750
Shares from other comprehensive income of associates
and joint ventures accounted by the equity method that
will not be reclassified to profit or loss, tax effect 112,650 (530,550)
OTHER COMPREHENSIVE INCOME / (LOSS) (338,823) 2,122,200
TOTAL COMPREHENSIVE INCOME / (LOSS) 17,261,396 (34,299,090)
Attributable to:
Equity holders of the parent 17,667,485 (34,299,414)
Non-controlling interests (406,089) 324
Earnings / (Loss) per share 0.0654 (01270)

The accompanying notes form an integral part of these consolidated financial statements.
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TURCAS PETROL A.S.
CONVENIENCE TRANSLATION INTO ENGLISH OF
CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED 31 DECEMBER 2016 AND 2015
(AMOUNTS EXPRESSED IN TURKISH LIRA (“TRY”) UNLESS OTHERWISE INDICATED)

1January - 1January -

Notes 31 December 2016 31 December 2015
A. Cash flows from operating activities 169,594,602 143,236,444
Net income / (loss) for the period 17,600,219 (36,421,290)
Adjustments to reconcile net income/(loss) 31,162,427 99,141,530
Adjustments related to tax (income) / expense 25 1,470,851 4,645,243
Adjustment related to unrealized foreign currency translation differences 83,105,241 77,655,509
Adjustments related to depreciation and amortization expenses 11,12,19 1,578,414 1,418,442
Adjustments related to losses / (gains) resulting from the disposal of the non-current assets held
for sale or distribution to the shareholders 5 10,368,039 (3,026,910)
Adjustments related to losses / (gains) resulting from the disposal of the tangible assets 22 154,555 -
Adjustments related to provisions / (reversals) for employee termination benefits 14,15 706,373 59,972
Adjustments related to provision/(reversal) for litigations 14 (230,449) -
Adjustments related to undistributed profit/losses of investments accounted by the equity
method 10 (36,763,421) 57,485,545
Adjustments related to undistributed profits of associates 10 (763,646) (765,917)
Adjustments related to losses / (gains) resulting from the disposal of associates, joint ventures
and financial investments or from the change in their shareholdings 21 (12,295,458) -
Adjustments related to interest income 23 (33,973,172) (52,580,628)
Adjustments related to interest expense 24 17,805,100 14,250,274
Changes in working capital 130,851,607 87,757,386
Adjustments related to decrease / (increase) in trade receivables 18,313 5,049,816
Decrease / (Increase) in prepaid expenses 591,464 7,809,686
Adjustments related to increase / (decrease) in trade payables 2,836,199 (5,812,334)
Decrease / (increase) in other assets related to operations 133,406,859 80,012,115
Increase / (decrease) in other liabilities related to operations (6,001,228) 698,103
Cash flow used in operations (10,019,651) (7,241,182)
Employment termination benefits paid 15 (82,711) (46,988)
Tax refunds / (payments) (9,936,940) (7194,194)
B. Net cash generated by investing activities (127,009,745) (85,461,286)
Cash outflow resulted from acquisition of tangible and intangible assets 112 (17,543,130) (1184,232)
Cash inflow generated by sales of tangible and intangible assets 817,077 167,052
Cash inflow obtained from the sales of shares of other enterprises or funds or debt instruments 9,987,306 -
Cash outflow resulted from purchases of long-term assets held for sale - 680,793
Cash outflow resulting from the share acquisition of the associates and / or joint ventures or
from the capital increase 10 (136,500,000) (174,028,000)
Cash outflows related to acquisitions made to gain the control of the associates (13,613,634) -
Other cash inflows / (outflows) 20 24,010,230 36,275,875
Interest received 5,832,406 52,627,226
C. Cash flow from financing activities (67,772,985) (82,885,995)
Proceeds from bank borrowings 32,968,026 15,372,029
Repayment of bank borrowings (69,974,456) (71,867,363)
Interest paid (17,233,007) (14,082,021)
Other cash inflows / (outflows) - (5,411)
Dividends paid (13,533,548) (12,303,229)
NET DECREASE IN CASH AND CASH EQUIVALENTS (A +B + C) (25,188,128) (25110,837)
CASH AND CASH EQUIVALENTS BALANCE AT THE BEGINNING OF THE PERIOD 4 168,448,589 193,559,426
CASH AND CASH EQUIVALENTS BALANCE AT THE END OF THE PERIOD 4 143,260,461 168,448,589

The accompanying notes form an integral part of these consolidated financial statements.
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TURCAS PETROL A.S.
CONVENIENCE TRANSLATION INTO ENGLISH OF
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2016
(AMOUNTS EXPRESSED IN TURKISH LIRA (“TRY”) UNLESS OTHERWISE INDICATED.)

NOTE 1 - GROUP’S ORGANISATION AND NATURE OF OPERATIONS

Turcas Petrol A.S. and its subsidiaries (“The Group”) consist of Turcas Petrol A.S. (“The Company” or “Turcas”), 5
subsidiaries and 2 associates.

Turcas PetrolcUluk A.S. was established in 1988 by Turkpetrol Holding and Burmah-Castrol. In 1996, Tabas
PetrolcUlik A.S. ("Tabas”) purchased shares of Turcas PetrolcllUk A.S, resulting in an ownership of 82.16%.

On 30 September 1999, Tabas merged with Turcas PetrolcUlUk A.S.. As a result of the merger, the assets and
liabilities of Turcas PetrolcUlik A.S. were transferred to Tabas and Turcas Petrolctluk A.S. was dissolved. As of the
same date, the commercial title of Tabas was changed to Turcas Petrol A.S.

As of 1T July 2006, Turcas Petrol A.S. transferred its part of shares to Shell & Turcas Petrol A.S. (“STAS”) by

partial spin-off. 30% shares of STAS were owned by Turcas Petrol A.S. and 70% of shares were owned by The

Shell Company of Turkey Ltd (“Shell Turkiye”). Since this date, main operations of Turcas Petrol A.S.; which were
purchasing, selling, importing, exporting of petroleum products, are carried by STAS.. Accordingly, based on the
decision of the Company’s Board of Directors, the main operations of the Company changed into exploration,
research, production, transportation, distribution, storage, export, import, re-export, and national and international
investments about trade in the energy sector and its subsectors like petroleum, fuel, electricity and natural gas;
and to establish new companies and/or to join the management and establishment of the companies that focus on
developing new business lines with commercial, industrial, agricultural and financial purposes.

The Company is incorporated in Turkey and the address of the registered office is as follows:
Ahi Evran Cad. No: 6 Aksoy Plaza. Kat: 7. Maslak/Sariyer/istanbul
The shares of the Company have been traded on Borsa istanbul since 1992.

The Company’s main shareholder is Aksoy Holding A.S. The capital structure of the Company as of the related
balance sheet dates have been provided at Note 17.

The number of employees of the Group at the end of the period is 53 (31 December 2015: 48).

Nature of
Subsidiaries Country business
Turcas Enerji Holding A.S. (former Turkey Holding
Marmara Petrol ve Rafineri isleri A.S.)
Turcas Elektrik Uretim A.S. Turkey Electricity
Turcas Elektrik Toptan Satis A.S. Turkey Electricity
Turcas Yenilenebilir Enerji Uretim A.S. Turkey Electricity
Turcas Kuyucak Jeotermal Elektrilk Uretim A.S. Turkey Energy, electricity

INn 1996, the Company acquired 100% of Turcas Enerji Holding A.S (“Turcas Enerji”). During the year, The Company
also bought Turcas Enerji Holding A.S shares (5%) from Atas Anadolu Tasfiyehanesi A.S, (“ATAS”) which was
established in 1958, owned by “Turcas Enerji”.

Based on the resolution of the Board of Directors of the Company dated 7 June 2004, the Company’s subsidiary
Marmara Petrol ve Rafineri isleri A.S. and the other ATAS partners returned their Certificate of Refinery to the
General Directorate of Petroleum Affairs, put an end to the refining operations of ATAS and obtained a Terminal
License for ATAS from the Energy Market Regulatory Authority ("EMRA”). The entity continues its storage and
service operations as of the balance sheet date.

As a result of the Extraordinary General Assembly meeting held on 27 May 2008, the Company resolved for the
change of its title from “Marmara Petrol ve Rafineri isleri A.S.” to “Turcas Enerji Holding A.S.”. This decision was
published on the Turkish Trade Registry Gazette numbered 7105 on 15 July 2008 and the title is registered and
declared as Turcas Enerji Holding A.S.
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Turcas Elektrik Uretim A.S. has been established on 23 December 2003 and obtained Electric Production License
with the EMRA’s decision numbered 658-2 dated 16 February 2006, for 20 years starting from 16 February 2006.
The Electricity Production License has been terminated as of 31 January 2015 by the EMRA Board Decision No.
5440-17 dated 29 January 2015.

Turcas Elektrik Toptan Satis A.S. has been established on 30 October 2000 and obtained the license to operate
in electricity trading business for 10 years starting from 5 June 2003 in accordance with the Electricity Market
Regulation numbered 4628.

Turcas Ruzgar Enerji Uretim A.S. has been established on 25 October 2007 and it operates in the establishment
and opearation of electricity production facilities, electricity generation, and sale of electricity or electricity
capacity. Turcas Elektrik Uretim A.S. owns 99.99% of Turcas Yenilenebilir Enerji Uretim A.S. (former Turcas RUzgar
Enerji Uretim A.S)).

Turcas Kuyucak Jeotermal Elektrik Uretim A.S., has been established to operate in the field of geothermal power
generation with joint ventures of Turcas Enerji Holding A.S. (46%), BM Mihendislik ve insaat A.S. (46%) and Alte
Enerji A.S. (8%) on September 2013. The Company purchased 46% shares owned by BM Mihendislik ve insaat A.S.
on 30 May 2016. Turcas Kuyucak has been included in the Turcas Petrol A.S. consolidated financial statements as of
the aforementioned date with full consolidation method.

Nature of
Associates Company business
Petroleum
Shell & Turcas Petrol A.S. (“"STAS”) Turkey products
RWE&Turcas Guney Elektrik Uretim A.S. (“RWE&Turcas Glney”) Turkey Energy, electricity

STAS operates in every aspect of the purchase, sale, import, export, storage and distribution of all types of fuel and
oil.

RWE & Turcas GUney Elektrik Uretim A.S has been established on 7 December 2007 in order to construct and
operate electricity power plant, generate electricity, heat and steam from power plants, perform maintenance
services and market the recycled and waste materials.

The detailed information about the investments accounted by equity method is given in Note 10.
NOTE 2 - BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS
2.1 Basis of presentation

Financial reporting standards

The accompanying consolidated financial statements are prepared in accordance with Communigué Serial Il
No:14.1, “Principles of Financial Reporting in Capital Markets” (“the Communiqué”) published in the Official Gazette
numbered 28676 on 13 June 2013. According to Article 5 of the Communiqué, consolidated financial statements
are prepared in accordance with the Turkish Accounting Standards issued by Public Oversight Accounting and
Auditing Standards Authority ("POAASA”). TAS contains Turkish Accounting Standards, Turkish Financial Reporting
Standards (“TFRS”) and its addendum and interpretations.

The financial statements of the consolidated financial statements of the Group are prepared as per the CMB
announcement of 7 June 2013 relating to financial statements presentations.

In accordance with the CMB resolution issued on 17 March 2005, listed companies operating in Turkey are

not subject to inflation accounting effective from 1 January 2005. Therefore, the financial statements of the
consolidated financial statements of the Group have been prepared accordingly.
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TURCAS PETROL A.S.
CONVENIENCE TRANSLATION INTO ENGLISH OF
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2016
(AMOUNTS EXPRESSED IN TURKISH LIRA (“TRY”) UNLESS OTHERWISE INDICATED.)

The Group maintains its books of account and prepares its statutory financial statements in TL in accordance with
the Turkish Commercial Code (“TCC”), tax legislation and the Uniform Chart of Accounts issued by the Ministry

of Finance and accounting principles issued by the CMB. The consolidated financial statements, except for the
financial asset and liabilities presented with their fair values, are maintained under historical cost conversion, these
consolidated financial statements are based on the statutory records, which are maintained under historical cost
conversion, with the required adjustments and reclassifications reflected for the purpose of fair presentation in
accordance with the TAS.

2.2 Consolidation Principles

(a) The consolidated financial statements include the accounts of the parent company, Turcas, and its Subsidiaries
and Associates on the basis set out in sections (b) to (d) below. The financial statements of the companies
included in the consolidation have been prepared as of the date of the consolidated financial statements and are
based on the statutory records, which are maintained under the historical cost convention, with adjustments and
reclassifications for the purpose of presentation in conformity with Turkish Accounting Standards and applying
uniform accounting policies and presentations.

(b) Subsidiaries are companies over which Turcas has capability to control the financial and operating policies for
the benefit of Turcas through the power to exercise more than 50% of the voting rights relating to shares in the
companies owned directly and indirectly by itself.

(c) Subsidiaries are consolidated from the date on which the control is transferred to the Group and are no longer
consolidated from the date that the control ceases. Where necessary, accounting policies for Subsidiaries have
been changed to ensure consistency with the policies adopted by the Group.

The balance sheets and statements of income of the Subsidiaries are consolidated on a line-by-line basis

and the carrying value of the investment held by Turcas and its Subsidiaries is eliminated against the related
shareholders’ equity. Intercompany transactions and balances between Turcas and its Subsidiaries are eliminated
on consolidation. The cost of, and the dividends arising from, shares held by Turcas in its Subsidiaries are eliminated
from shareholders’ equity and income for the year, respectively.

The table below sets out all Subsidiaries included in the scope of consolidation and shows their direct and indirect
ownership, which are identical to their economic interests, at years ended 31 December 2016 and 2015 (%):

31 December 2016 31 December 2015

Ownership Effective Ownership Effective

interest (%) interest (%) interest (%) interest (%)
Turcas Enerji Holding A.S. 100.00 100.00 100.00 100.00
Turcas Elektrik Uretim A.S. 100.00 100.00 100.00 100.00
Turcas Elektrik Toptan Satis A.S. 100.00 100.00 100.00 100.00
Turcas Yenilenebilir Enerji Uretim A.S. 100.00 100.00 100.00 100.00
Turcas Kuyucak Jeotermal Elektrik
Uretim A.S. 92.00 92.00 - -

(d) Associates are companies in which the Group has attributable interest of more than 20% and less than 50% of
the ordinary share capital held for the long-term and over which a significant influence is exercised. Associates are
accounted for using the equity method.
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Unrealised gains on transactions between the group and its associates are eliminated to the extent of the

group’s interest in the associates. When the group’s share of losses in an associate equals or exceeds its interest
in the associate, including any other unsecured receivables or the significant influence ceases the Group does

not continue to apply the equity method, unless it has incurred obligations or made payments on behalf of the
associate. Subsequent to the date of the caesura of the significant influence the investment is carried either at fair
value when the fair values can be measured reliably or otherwise at cost when the fair values cannot be reliably
measured.

The table below sets out all Associates and shows their direct and indirect ownership at 31 December 2016 and
2015:

2016 (%) 2015 (%)
Shell & Turcas Petrol A.S. 30.00 30.00
RWE & Turcas Giney Elektrik Uretim A.S. 30.00 30.00
Turcas Kuyucak Jeotermal Elektrik Uretim A.S. - 46.00

(e) Available-for-sale investments, in which the Group has controlling interests equal to or above 20%, or over
which are either immaterial or where a significant influence is not exercised by the Group, that do not have guoted
market prices in active markets and whose fair values cannot be reliably measured are carried at cost less any
provision for impairment.

Available-for-sale investments, in which the Group has attributable interests below 20% or in which a significant
influence is not exercised by the Group, that have quoted market prices in active markets and whose fair values can
be reliably measured are carried at fair value (Note 5).

(f) The minority shareholders’ share in the net assets and results of Subsidiaries for the year are separately
classified as non-controlling interest in the consolidated statement of financial position and statements of income.

2.3 Amendments in Turkish Financial Reporting Standards

The accounting policies adopted in preparation of the consolidated financial statements as at 31 December 2016
are consistent with those of the previous financial year, except for the adoption of new and amended TFRS and
TFRIC interpretations effective as of 1 January 2016. The effects of these standards and interpretations on the
Group’s financial position and performance have been disclosed in the related paragraphs.

i) The new standards, amendments and interpretations which are effective as at 1 January 2016 are as follows:
TFRS 11 Acquisition of an Interest in a Joint Operation (Amendment)

TFRS 11is amended to provide guidance on the accounting for acquisitions of interests in joint operations in which
the activity constitutes a business. This amendment clarifies that the acquirer of an interest in a joint operation in
which the activity constitutes a business, as defined in TFRS 3 Business Combinations, to apply all of the principles
on business combinations accounting in TFRS 3 and other TFRSs except for those principles that conflict with the
guidance in this TFRS. In addition, the acquirer shall disclose the information required by TFRS 3 and other TFRSs
for business combinations. The amendments did not have an impact on the financial position or performance of
the Group.

TAS 16 and TAS 38 - Clarification of Acceptable Methods of Depreciation and Amortisation (Amendments to TAS
16 and TAS 38)

The amendments to TAS 16 and TAS 38, have prohibited the use of revenue-based depreciation for property,

plant and equipment and significantly limiting the use of revenue-based amortisation for intangible assets. The
amendments did not have an impact on the financial position or performance of the Group.
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TAS 16 Property, Plant and Equipment and TAS 41 Agriculture (Amendment) - Bearer Plants

TAS 16 is amended to provide guidance that bearer plants, such as grape vines, rubber trees and oil palms should
be accounted for in the same way as property, plant and equipment in TAS 16. Once a bearer plant is mature, apart
from bearing produce, its biological transformation is no longer significant in generating future economic benefits.
The only significant future economic benefits it generates come from the agricultural produce that it creates.
Because their operation is similar to that of manufacturing, either the cost model or revaluation model should be
applied. The produce growing on bearer plants will remain within the scope of TAS 41, measured at fair value less
costs to sell. The amendment is not applicable for the Group and did not have an impact on the financial position
or performance of the Group.

TAS 27 Equity Method in Separate Financial Statements (Amendments to TAS 27)

TASB issued an amendment to TAS 27 to restore the option to use the equity method to account for investments in
subsidiaries and associates in an entity’s separate financial statements. Therefore, an entity must account for these
investments either:

* At cost

* In accordance with TFRS 9,

Or

* Using the equity method defined in TAS 28

The entity must apply the same accounting for each category of investments. The amendment is not applicable for
the Group and did not have an impact on the financial position or performance of the Group.

TFRS 10 and TAS 28: Sale or Contribution of Assets between an Investor and its Associate or Joint Venture
(Amendments)

Amendments issued to TFRS 10 and TAS 28, to address the acknowledged inconsistency between the
requirements in TFRS 10 and TAS 28 in dealing with the loss of control of a subsidiary that is contributed to an
associate or a joint venture, to clarify that an investor recognises a full gain or loss on the sale or contribution of
assets that constitute a business, as defined in TFRS 3, between an investor and its associate or joint venture. The
gain or loss resulting from the re-measurement at fair value of an investment retained in a former subsidiary should
be recognised only to the extent of unrelated investors’ interests in that former subsidiary. The Group is in the
process of assessing the impact of the standard on financial position or performance of the Group.

TFRS 10, TFRS 12 and TAS 28: Investment Entities: Applying the Consolidation Exception (Amendments to TFRS
10 and TAS 28)

Amendments issued to TFRS 10, TFRS 12 and TAS 28, to address the issues that have arisen in applying the
investment entities exception under TFRS 10 Consolidated Financial Statements. The amendment is not applicable
for the Group and did not have an impact on the financial position or performance of the Group.

TAS 1: Disclosure Initiative (Amendments to TAS 1)

Amendments issued to TAS 1. Those amendments include narrow-focus improvements in the following five areas:
Materiality, Disaggregation and subtotals, Notes structure, Disclosure of accounting policies, Presentation of items
of other comprehensive income (OCI) arising from equity accounted investments. These amendments did not have
significant impact on the notes to the consolidated financial statements of the Group.

Annual Improvements to TFRSs - 2012-2014 Cycle

TASB issued, Annual Improvements to TFRSs 2012-2014 Cycle. The document sets out five amendments to four

standards, excluding those standards that are consequentially amended, and the related Basis for Conclusions. The
standards affected and the subjects of the amendments are:
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TFRS 5 Non-current Assets Held for Sale and Discontinued Operations - clarifies that changes in methods of
disposal (through sale or distribution to owners) would not be considered a new plan of disposal, rather it is a
continuation of the original plan

TFRS 7 Financial Instruments: Disclosures - clarifies that i) the assessment of servicing contracts that includes

a fee for the continuing involvement of financial assets in accordance with TFRS 7; ii) the offsetting disclosure
requirements do not apply to condensed interim financial statements, unless such disclosures provide a significant
update to the information reported in the most recent annual report

TAS 19 Employee Benefits - clarifies that market depth of high quality corporate bonds is assessed based on the
currency in which the obligation is denominated, rather than the country where the obligation is located

TAS 34 Interim Financial Reporting - clarifies that the required interim disclosures must either be in the interim
financial statements or incorporated by cross-reference between the interim financial statements and wherever
they are included within the interim financial report

The Group is in the process of assessing the impact of the standard on financial position or performance of the
Group.

ii) Standards issued but not yet effective and not early adopted

Standards, interpretations and amendments to existing standards that are issued but not yet effective up to

the date of issuance of the consolidated financial statements are as follows. The Group will make the necessary
changes if not indicated otherwise, which will be affecting the consolidated financial statements and disclosures,
when the new standards and interpretations become effective.

TFRS 15 Revenue from Contracts with Customers

The TASB issued TFRS 15 Revenue from Contracts with Customers. The new five-step model in the standard
provides the recognition and measurement requirements of revenue. The standard applies to revenue from
contracts with customers and provides a model for the sale of some non-financial assets that are not an output of
the entity’s ordinary activities (e.g., the sale of property, plant and equipment or intangibles). TFRS 15 effective date
is 1 January 2018, with early adoption permitted. Entities will transition to the new standard following either a full
retrospective approach or a modified retrospective approach. The modified retrospective approach would allow
the standard to be applied beginning with the current period, with no restatement of the comparative periods, but
additional disclosures are required. The Group is in the process of assessing the impact of the standard on financial
position or performance of the Group.

TFRS 9 Financial Instruments

In January 2017, the TASB issued the final version of TFRS 9 Financial Instruments. The final version of

TFRS 9 brings together all three aspects of the accounting for financial instruments project: classification

and measurement, impairment and hedge accounting. TFRS 9 is built on a logical, single classification and
measurement approach for financial assets that reflects the business model in which they are managed and their
cash flow characteristics. Built upon this is a forward-looking expected credit loss model that will result in more
timely recognition of loan losses and is a single model that is applicable to all financial instruments subject to
impairment accounting. In addition, TFRS 9 addresses the so-called ‘own credit’ issue, whereby banks and others
book gains through profit or loss as a result of the value of their own debt falling due to a decrease in credit
worthiness when they have elected to measure that debt at fair value. The Standard also includes an improved
hedge accounting model to better link the economics of risk management with its accounting treatment.

TFRS 9 is effective for annual periods beginning on or after 1 January 2018, with early application permitted by
applying all requirements of the standard. Alternatively, entities may elect to early apply only the requirements
for the presentation of gains and losses on financial liabilities designated as FVTPL without applying the other
requirements in the standard. The Group is in the process of assessing the impact of the standard on financial
position or performance of the Group.
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iii) The new standards, amendments and interpretations that are issued by the International Accounting
Standards Board (IASB) but not issued by Public Oversight Authority (POA)

The following standards, interpretations and amendments to existing IFRS standards are issued by the IASB but

not yet effective up to the date of issuance of the financial statements. However, these standards, interpretations
and amendments to existing IFRS standards are not yet adapted/issued by the POA, thus they do not constitute
part of TFRS. The Group will make the necessary changes to its consolidated financial statements after the new

standards and interpretations are issued and become effective under TFRS.

IFRS 10 and |AS 28: Sale or Contribution of Assets between an Investor and its Associate or Joint Venture
(Amendments)

In December 2015, the IASB postponed the effective date of this amendment indefinitely pending the outcome of
its research project on the equity method of accounting. Early application of the amendments is still permitted.

Annual Improvements - 2010-2012 Cycle
IFRS 13 Fair Value Measurement

As clarified in the Basis for Conclusions short-term receivables and payables with no stated interest rates can be
held at invoice amounts when the effect of discounting is immaterial. The amendment is effective immediately.

Annual Improvements - 2011-2013 Cycle
IFRS 16 Leases

The IASB has published a new standard, IFRS 16 ‘Leases’. The new standard brings most leases on-balance
sheet for lessees under a single model, eliminating the distinction between operating and finance leases. Lessor
accounting however remains largely unchanged and the distinction between operating and finance leases is
retained. IFRS 16 supersedes IAS 17 ‘Leases’ and related interpretations and is effective for periods beginning on
or after January 1, 2019, with earlier adoption permitted if IFRS 15 ‘Revenue from Contracts with Customers’ has
also been applied. The Group is in the process of assessing the impact of the standard on financial position or
performance of the Group.

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

The IASB issued amendments to IAS 12 Income Taxes. The amendments clarify how to account for deferred tax
assets related to debt instruments measured at fair value The amendments clarify the requirements on recognition
of deferred tax assets for unrealised losses, to address diversity in practice. These amendments are to be
retrospectively applied for annual periods beginning on or after 1 January 2017 with earlier application permitted.
However, on initial application of the amendment, the change in the opening equity of the earliest comparative
period may be recognised in opening retained earnings (or in another component of equity, as appropriate),
without allocating the change between opening retained earnings and other components of equity. If the
Company/Group applies this relief, it shall disclose that fact. The Group is in the process of assessing the impact of
the amendments on financial position or performance of the Group.

IAS 7 Statement of Cash Flows (Amendments)

The IASB issued amendments to IAS 7 ‘Statement of Cash Flows’. The amendments are intended to clarify

IAS 7 to improve information provided to users of financial statements about an entity’s financing activities.

The improvements to disclosures require companies to provide information about changes in their financing
liabilities. These amendments are to be applied for annual periods beginning on or after 1 January 2017 with earlier
application permitted. When the Company/Group first applies those amendments, it is not required to provide
comparative information for preceding periods. [The Group is in the process of assessing the impact of the
amendments on financial position or performance of the Group.
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IFRS 2 Classification and Measurement of Share-based Payment Transactions (Amendments)

The IASB issued amendments to IFRS 2 Share-based Payment, clarifying how to account for certain types of share-
based payment transactions. The amendments, provide requirements on the accounting for:

a. the effects of vesting and non-vesting conditions on the measurement of cash-settled share-based payments;

b. share-based payment transactions with a net settlement feature for withholding tax obligations; and

c. a modification to the terms and conditions of a share-based payment that changes the classification of the
transaction from cash-settled to equity-settled.

These amendments are to be applied for annual periods beginning on or after 1 January 2018. Earlier application
is permitted. The Group is in the process of assessing the impact of the amendments on financial position or
performance of the Group.

IFRS 4 Insurance Contracts (Amendments)

In September 2016, the IASB issued amendments to IFRS 4 Insurance Contracts. The amendments introduce two
approaches: an overlay approach and a deferral approach. The amended Standard will:

a. give all companies that issue insurance contracts the option to recognise in other comprehensive income, rather
than profit or loss, the volatility that could arise when IFRS 9 Financial instruments is applied before the new
insurance contracts Standard is issued; and

b. give companies whose activities are predominantly connected with insurance an optional temporary exemption
from applying IFRS 9 Financial instruments until 2021. The entities that defer the application of IFRS 9 Financial
instruments will continue to apply the existing financial instruments Standard—IAS 39.

These amendments are to be applied for annual periods beginning on or after 1 January 2018. Earlier application is
permitted. The amendment are not applicable for the Group and will not have an impact on the financial position
or performance of the Group.

IAS 40 Investment Property: Transfers of Investment Property (Amendments)

The IASB issued amendments to IAS 40 ‘Investment Property ‘. The amendments state that a change in use occurs
when the property meets, or ceases to meet, the definition of investment property and there is evidence of the
change in use. These amendments are to be applied for annual periods beginning on or after 1 January 2018. Earlier
application is permitted. The Group is in the process of assessing the impact of the amendments on financial
position or performance of the Group.

IFRIC 22 Foreign Currency Transactions and Advance Consideration

The interpretation clarifies the accounting for transactions that include the receipt or payment of advance
consideration in a foreign currency.

The Interpretation states that the date of the transaction for the purpose of determining the exchange rate to use
on initial recognition of the related asset, expense or income is the date on which an entity initially recognises the
non-monetary asset or non-monetary liability arising from the payment or receipt of advance consideration. An
entity is not required to apply this Interpretation to income taxes; or insurance contracts (including reinsurance
contracts) it issues or reinsurance contracts that it holds.

The interpretation is effective for annual reporting periods beginning on or after 1 January 2018. Earlier application

is permitted. The Group is in the process of assessing the impact of the interpretation on financial position or
performance of the Group.
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Annual Improvements to IFRSs - 2014-2016 Cycle
The IASB issued Annual Improvements to IFRS Standards 2014-2016 Cycle, amending the following standards:

IFRS 1 First-time Adoption of International Financial Reporting Standards: This amendment deletes the short-term
exemptions about some IFRS 7 disclosures, IAS 19 transition provisions and IFRS 10 Investment Entities. These
amendments are to be applied for annual periods beginning on or after 1 January 2018.

IFRS 12 Disclosure of Interests in Other Entities: This amendment clarifies that an entity is not required to disclose
summarised financial information for interests in subsidiaries, associates or joint ventures that is classified, or
included in a disposal group that is classified, as held for sale in accordance with IFRS 5 Non-current Assets Held
for Sale and Discontinued Operations. These amendments are to be applied for annual periods beginning on or
after 1 January 2017.

IAS 28 Investments in Associates and Joint Ventures: This amendment clarifies that the election to measure an
investment in an associate or a joint venture held by, or indirectly through, a venture capital organisation or other
qualifying entity at fair value through profit or loss applying IFRS 9 Financial Instruments is available for each
associate or joint venture, at the initial recognition of the associate or joint venture. These amendments are to be
applied for annual periods beginning on or after 1 January 2018. Earlier application is permitted.

The Group is in the process of assessing the impact of the amendments on financial position or performance of the
Group.

Functional and Presentation Currency

ltems included in the financial statements of each of the Group’s entities are measured using the currency of the
primary economic environment in which the entity operates (‘the functional currency’). The consolidated financial
statements are presented in TRY, which is the functional currency of Turcas and the presentation currency of the
Group.

Going Concern
Group prepared consolidated financial statements in accordance with the going concern assumption.
Offsetting

Financial assets and liabilities are offset and reported in the net amount when there is a legally enforceable right
or when there is an intention to settle the assets and liabilities on a net basis or realise the assets and settle the
liabilities simultaneously.

Comparatives and restatement of prior periods’ financial statements

The Group prepares comparative financial information, to enable readers to determine financial position and
performance trends. The consolidated statement of financial position of the Group at 31 December 2016 has been
provided with the comparative financial information of 31 December 2015 and the consolidated statements of profit
or loss and other comprehensive income, the consolidated statement of changes in equity and the consolidated
statement of cash flows for the year ended 31 December 2016 have been provided with the comparative financial
information, for the year ended 31 December 2015.

Where necessary, comparative figures are reclassified to conform to changes in presentation in the current period
and material differences are disclosed.

2.4 Restatement and Errors in the Accounting Policies and Estimates
Material changes in accounting policies or material errors are corrected, retrospectively; by restating the prior
periods’ consolidated financial statements. The effect of changes in accounting estimates affecting the current

period is recognised in the current period; the effect of changes in accounting estimates affecting current and
future periods is recognised in the current and future periods.
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2.5 Summary of significant accounting policies

Significant accounting policies applied in the preparation of these consolidated financial statements are
summarised below:

Related parties
If one of the below listed criteria exists the party is regarded as related with the Group:
a) Directly, or indirectly through one or more intermediaries, the party:

i) controls, is controlled by, or is under common control with, the Group (this includes parents, subsidiaries and
fellow subsidiaries);

i) has an interest in the Group that gives it significant influence over the Group; or

i) has joint control over the Group;

b) The party is an associate of the Group;

c) The party is a joint venture in which the Group is a venture;

d) The party is member of the key management personnel of the Group or its parent;

e) The party is a close member of the family of any individual referred to in (a) or (d);

f) The party is an entity that is controlled, jointly controlled or significantly influenced by, or for which significant
voting power in such entity resides with, directly or indirectly, any individual referred to In (d) or (e); or

g) The party has a post-employment benefit plan for the benefit of employees of the Group, or of an entity that is
a related party of the Group.

Trade receivables

Trade receivables that are created by the Group by way of providing goods or services directly to a debtor are
carried at amortised cost. Short duration receivables with no stated interest rate are measured at the original
invoice amount unless the effect of imputing interest is significant (Note 7).

A doubtful receivable provision for trade receivables is established if there is objective evidence that the Group will
not be able to collect all amounts due. The amount of provision is the difference between the carrying amount and
the recoverable amount, being the present value of all cash flows, including amounts recoverable from guarantees

and collateral, discounted based on the original effective interest rate of the originated receivables at inception.

If the amount of the impairment subsequently decreases due to an event occurring after the write-down, the
release of the provision is credited to other income.

Credit finance income/charges
Credit finance income/charges represent imputed finance income/charges on credit sales and purchases. Such

income/charges calculated by using the effective interest method are recognised as financial income or expenses
over the period of credit sale and purchases, and included under financial income and expenses (Notes 23 and 24).
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Financial investments
Classification

The Group classifies its financial assets in the following categories: loans and receivables and available-for-sale
investments. The classification depends on the purpose for which the financial assets were acquired. Management
determines the classification of its financial assets at initial recognition.

(a) Trade receivables

Trade receivables are non-derivative financial assets with fixed or determinable payments that are not quoted

in an active market. They are included in current assets, except for maturities greater than 12 months after the
balance sheet date. Those with maturities greater than 12 months are classified as non-current assets. The group’s
receivables are classified as “trade and other receivables” in the balance sheet.

(b) Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial assets that are either designated in this category or
not classified in any of the other categories. They are included in non-current assets unless management intends to
dispose of the related investments within 12 months of the balance sheet date.

(c) Held-to-maturity financial assets

Held-to-maturity financial assets are non-derivative financial assets that are not classified under loans and
receivables and are held-for-trading at the time of acquisition and are not included in available-for-sale financial
assets, with fixed maturities and fixed or determinable payments where management has the intent and ability

to hold the financial assets to maturity. Held-to-maturity financial assets are initially recognized at cost which is
considered as their fair value. The fair values of held-to-maturity financial assets on initial recognition are either the
transaction prices at acquisition or the market prices of similar financial instruments. Held-to-maturity securities
are carried at “amortized cost” using the “effective interest method” after their recognition. Interest income earned
from held-to-maturity financial assets is reflected to the statement of income.

There are no financial assets of the Company that were previously classified as held-to-maturity but cannot be
subject to this classification for two years due to the contradiction of classification principles.

Recognition and measurement

Regular purchases and sales of financial assets are recognised on the trade date - the date on which the group
commits to purchase or sell the asset. Investments are initially recognised at fair value plus transaction costs for all
financial assets not carried at fair value through profit or loss. Financial assets carried at fair value through profit or
loss is initially recognised at fair value and transaction costs are expensed in the income statement. Financial assets
are derecognised when the rights to receive cash flows from the investments have expired or have been transferred
and the group has transferred substantially all risks and rewards of ownership. Available-for-sale financial assets
and financial assets at fair value through profit or loss are subsequently carried at fair value. Loans and receivables
are carried at amortised cost using the effective interest method.

When securities classified as available for sale are sold or impaired, the accumulated fair value adjustments
recognised in equity are included in the income statement as “gains and losses from investment securities”.

Interest on available-for-sale securities calculated using the effective interest method is recognised in the income

statement as part of other income. Dividends on available-for-sale equity instruments are recognised in the income
statement as part of other income when the group’s right to receive payments is established.
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The fair values of quoted investments are based on current bid prices. If the market for a financial asset is not
active (and for unlisted securities), the group establishes fair value by using valuation techniques. These include the
use of recent arm’s length transactions, reference to other instruments that are substantially the same, discounted
cash flow analysis, and option pricing models.

The Group assesses at each balance sheet date whether there is objective evidence that a financial asset or a
group of financial assets is impaired. In the case of equity securities classified as available for sale, a significant or
prolonged decline in the fair value of the security below its cost is considered as an indicator that the securities
are impaired. If any such evidence exists for available-for-sale financial assets, the cumulative loss - measured as
the difference between the acquisition cost and the current fair value, less any impairment loss on that financial
asset previously recognised in profit or loss - is removed from equity and recognised in the income statement.
Impairment losses recognised in the income statement on equity instruments are not reversed through the income
statement. Impairment testing of trade receivables is described in the related accounting policies.

Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short-term highly liquid
investments with original maturities of three months or less, and bank overdrafts (Note 4).

Property, plant, equipment and related depreciation

Property, plant and equipment are carried at cost less accumulated depreciation. Depreciation is provided on
restated amounts of property, plant and equipment using the straight-line method based on the estimated useful
lives of the assets, except for land due to their indefinite useful life. The depreciation periods for property and
equipment, which approximate the economic useful lives of assets concerned, are as follows:

Buildings 50 years
Machinery and equipment 5-10 years
Motor vehicles, furniture and fixtures 5-10 years
Special costs 5 years

Property, plant and equipment are reviewed for impairment losses whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable. An impairment loss is recognised for the amount by
which the carrying amount of the asset exceeds its recoverable amount, which is the higher of asset net selling
price or value in use. The recoverable amount of the property, plant and equipment is the higher of future net cash
flows from the utilisation of this property, plant and equipment or fair value less cost to sell.

Gains or losses on disposals of property, plant and equipment are included in the related income or expense
accounts, as appropriate.

Subseqguent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate,

only when it is probable that future economic benefits with the item will flow to the company. Repairs and
maintenance are charged to the statements of income during the financial year in which they are incurred (Note 11).
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Intangible assets

Intangible assets are comprised of acquired brands, trademarks, patents, developments costs and computer
software (Note 12).

a) Trademark licenses

Separately acquired trademark licenses and patents are carried at their acquisition costs. Trademarks and licenses
have a finite useful life and are carried at cost less accumulated amortisation. Amortisation is calculated using the
straight-line method to allocate the cost of trademarks and licenses over their estimated useful lives (five years).

b) Computer software

Computer software is recognised at its acquisition cost. Computer software is amortised on a straight-line basis
over their estimated useful lives of five years and carried at cost less accumulated amortization.

c) The Electricity generation license

The electricity generation license obtained from the acquisition of Turcas Kuyucak Jeotermal A.S. was initially
recognized at the fair value on 30 May 2016 in accordance with IFRS 3 and would not be amortized as it is deemed
to have an indefinite useful life.

Financial liabilities and borrowing costs

Borrowings are initially recognised at fair value, net of transaction costs incurred. Borrowings are subsequently
measured at amortised cost. Any difference between the proceeds (net of transaction costs) and the redemption
amount is recognised in profit or loss over the period of the borrowings using the effective interest method. Fees
paid on the establishment of loan facilities are recognised as transaction costs of the loan to the extent that it is
probable that some or all of the facility will be drawn down. In this case, the fee is deferred until the draw down
occurs. To the extent there is no evidence that it is probable that some or all of the facility will be drawn down, the
fee is capitalised as a prepayment for liquidity services and amortised over the period of the facility to which it
relates (Note 6).

Borrowings are removed from the balance sheet when the obligation specified in the contract is discharged,
cancelled or expired. The difference between the carrying amount of a financial liability that has been extinguished
or transferred to another party and the consideration paid, including any non-cash assets transferred or liabilities
assumed, is recognised in profit or loss as other income or finance costs.

In the case of a financial liability modification, any costs or fees occured regarding these liabilities is deducted from
the carrying amount of the liability and amortised during the terms of the modificated loan agreement by being.

If financing costs arising from the loans are associated with acquisition or construction of qualifying assets, they
are included in cost value of qualifying assets. Qualifying assets refer to assets which require a long time to be
available for use or sales as intended. Other borrowing costs are accounted in statement of profit or loss in the
period they occur.

Current and deferred income tax
The tax expense for the year comprises current and deferred tax. Tax is recognised in the income statement,
except to the extent that it relates to items recognised directly in equity. In such case, the tax is also recognised in

shareholders’ equity.

The current income tax charge is calculated in accordance with the tax laws enacted or substantively enacted at
the balance sheet date in the countries where the subsidiaries and associates of the Group operate.
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Deferred income tax is provided in full, using the liability method, on all temporary differences arising between
the tax bases of assets and liabilities and their carrying values in the consolidated financial statements. Currently
enacted tax rates are used to determine deferred income tax at the balance sheet date (Note 25).

Deferred tax liabilities are recognised for all taxable temporary differences, where deferred tax assets resulting
from deductible temporary differences are recognised to the extent that it is probable that future taxable profit will
be available against which the deductible temporary difference can be utilised.

Provided that deferred tax assets and deferred tax liabilities relate to income taxes levied by the same taxation
authority and it is legally eligible, they may be offset against one another.

Trade payables

Trade payables are recognised initially at fair value and subsequently measured at amortised cost using the
effective interest method (Note 7).

Employment termination benefits

Employment termination benefits, as required by the Turkish Labour Law, represent the estimated present value
of the total reserve of the future probable obligation of Turcas and its subsidiaries arising in case of the retirement
of the employees, termination of employment without due cause, call for military service, be retired or death upon
the completion of a minimum one year service. Provision which is allocated by using defined benefit pension’s
current value is calculated by using estimated liability method. All actuarial profits and losses are recognised in
consolidated statements of income (Note 15).

Foreign currency transactions

Transactions in foreign currencies during the period have been translated at the exchange rates prevailing at the
dates of the transactions. Monetary assets and liabilities denominated in foreign currencies have been translated
into TL at the exchange rates prevailing at the balance sheet dates. Exchange gains or losses arising from the
settlement and translation of foreign currency items have been included in the consolidated statements of income.

Revenue recognition

Revenues are recognized on an accrual basis when the electricity is delivered (risk and rewards are transferred),
the amount of the 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 consideration received or receivable. Net sales represent
the invoiced value of electricity delivered less sales returns and commission. Fair value of sale price is calculated
through discounting of future collections, which shall be made in following periods, with effective interest rate, if
the sales transaction includes a financing transaction. The difference between nominal value and fair value of sales
price is recognized under related periods as financing income according to accrual basis (Notes 23 and 24).
Interest income is recognised on a time proportion basis that takes into account the effective yield on the assets.
Dividends

Dividends receivable are recognised as income in the period when they are declared. Dividends payable are
recognised as an appropriation of profit in the period in which they are declared.

Paid-in capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares or options
are shown in equity as a deduction, net of tax, from the proceeds.
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Treasury Shares

Where any group company purchases the company’s equity share capital (treasury shares), the consideration paid,
including any directly attributable incremental costs (net of income taxes) is deducted from equity attributable

to the company’s equity holders until the shares are cancelled or reissued and is shown as treasury shares in
balance sheet. Where such shares are subsequently reissued, any consideration received, net of any directly
attributable incremental transaction costs and the related income tax effects, is included in equity attributable to
the company’s equity holders (Note 17).

Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of past events,
it is probable that an outflow of resources will be required to settle the obligation, and a reliable estimate of the
amount can be made. No provision is recognised for operating losses expected in later periods (Note 14).
Contingent assets and liabilities

Possible assets or obligations that arise from past events and whose existence will be confirmed only by the
occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the Group
are not included in the consolidated balance sheets and are disclosed as contingent assets or liabilities (Note 13).
Earnings per share

Earnings per share presented in the consolidated statement of income are determined by dividing consolidated net
income attributable to that class of shares by the weighted average number of such shares outstanding during the
year concerned (Note 26).

In Turkey, companies can increase their share capital by making a pro-rata distribution of shares (“bonus shares”)
to existing shareholders from retained earnings. For the purpose of earnings per share computations, the weighted
average number of shares outstanding during the year has been adjusted in respect of bonus shares issued without
a corresponding change in resources by giving them retroactive effect for the year in which they were issued and
for each earlier period.

2.6 Critical accounting estimates and judgements

Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating
decision maker. The chief operating decision-maker, who is responsible for allocating resources and assessing

the performance of the operating segments, has been identified as the Board of Directors that makes strategic
decisions (Note 3).

Reporting of cash flows

In the consolidated statement of cash flows, cash flows during the period are classified under operating, investing
or financing activities.

The cash flows raised from operating activities indicate cash flows due to the Group’s operations.

The cash flows due to investing activities indicate the Group cash flows that are used for and obtained from
investments (investments in property, plant and equipment and financial investments).

The cash flows due to financing activities indicate the cash obtained from financial arrangements and used in their
repayment.
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Cash and cash equivalents comprise cash on hand and bank deposits and short-term, highly liquid investments
that are readily convertible to known amounts of cash with maturities equal or less than
3 months and which are subject to an insignificant risk of changes in value (Note 4).

The preparation of consolidated financial statements requires estimates and assumptions to be made regarding
the amounts for the assets and liabilities at the balance sheet date, and explanations for the contingent assets and
liabilities as well as the amounts of income and expenses realised in the reporting period. Evaluation, estimates
and assumptions of accounting are continuously reviewed through taking past experiences, other factors and
reasonable expectations as of current date and future events into account. The Group makes estimates and
assumptions concerning the future. The accounting estimates and assumptions, by definition, may not be equal
the related actual results. The estimates and assumptions that may cause a material adjustment to the carrying
amounts of assets and liabilities within the next financial year are addressed below:

Deferred taxes:

Group accounts the deferred tax assets and liabilities for the temporary differences arising from the timing
differences between the statutory financial statements and the financial statements prepared in accordance with
the Turkish Accounting Standards. Subsidiaries of the Group have deferred tax assets consisting of carry forward
tax losses which may be deducted from the future taxable income and other deductible temporary differences.
Amount of the deferred tax assets which may be partially or completely recovered are anticipated according to
the current conditions. During the projections, future taxable income, current period losses, expiration dates of
the carry forward tax losses, other tax assets and the tax planning strategies, if necessary, are taken into account.
Group has carry forward tax losses amounting to TL 121,128,572 from which can be utilized with future profits, as
of 31 December 2016 (31 December 2015: TL 88,928,163). Since the Group projects that Turcas Elektrik Uretim A.S.,
which is a subsidiary of Group, is going to generate taxable income for the next five years, deferred tax assets
amounting to TL 23,302,600 has been recognized for total TL 116,513,000 carry forward tax losses (Note 25).

Contingent liabilities:

Regarding the tax inspection carried out for STAS, STAS management considers that matters criticized in the tax
inspection report are in compliance and consistent with the related regulations; accordingly no provision regarding
the inspection has been recognized in the financial statements of STAS (Note 13).

NOTE 3 - SEGMENT REPORTING

The reportable segments of Turcas have been organized by management as oil and electricity. The products which
are included in oil are fuel products, lubricants and engine oil. . Electricity group consists of power generation.

Accounting policies applied by each operational segment of Turcas are the same as those are applied in Turcas’s
consolidated financial statements prepared in accordance with Public Oversight Financial Reporting Standards.

Turcas’s reportable segments are strategical business units which presents various products and services. Each of
these segments are administrated seperately by the necessity of requiring different technologies and marketing
strategies.

Information regarding to each segment has been presented below. Earnings before interest, tax, depreciation and
amortisation (EBITDA) have been taken into consideration for evaluation of the performance of the operational
segments. Management considers EBITDA as the most adequate indicator for making comparison with
competitors in the sector.
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a) Operational segments which have been prepared in accordance with the reportable segments for the year

ended 31 December 2016 are as follows:

Oil Electricity Other Total
Revenue from external customers - - - -
EBITDA - (1,749,998) 7,208,807 5,458,809
Financial income - 58,232,069 37,249,429 95,481,498
Financial expenses - (120,418,088) (8,777,059) (129,195,147)
Amortization and
depreciation expenses - (108,476) (1,469,937) 1,578,414)
Income/ (loss) from Associates 72,710,038 (35,946,617) - 36,763,421
Purchase of tangible and intangible
assets - 85,024,610 1,114,794 86,139,404

b) Operational segments which have been prepared in accordance with the reportable segments for the year

ended 31 December 2015 are as follows:

Oil Electricity Other Total

Revenue from external customers - 761,919 - 761,919
EBITDA - (2,948,507) 21,907,394 18,958,887
Financial income - 98,338,788 55,945,228 154,284,016
Financial expenses - (131,702,224) (14,846,579) (146,548,803)
Amortization and depreciation
expenses - (6,467) (1,411,975) (1,418,442)
Income/ (loss) from Associates (17,450,400) (40,035,145) - (57,485,545)
Purchase of tangible and intangible
assets - - 1,184,232 1184,232
c) Operating segment information as of 31 December 2016 is shown below:

oil Electricity Other Eliminations Total
Segment assets @ - 507,925,250 496,336,840 (632,288,625) 371,973,465
Associates 461,291,353 321,401,070 - - 782,692,423
Segment liabilities - 615,369,301 38,202,771 (139,473,486) 514,098,586
d) Operating segment information as of 31 December 2015 is shown below:

Oil Electricity Other Eliminations Total
Segment assets - 477,541,666 467,669,799 (491,419,482) 453,791,983
Associates 389,083,200 228,861,270 - - 617,944,470
Segment liabilities - 583,021,331 23,259,605 (167,966,847) 438,314,089

© Through deducting investment amounts of associates which are accounted by equity method.
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e) Reconciliation between reportable segment income, EBITDA, assets and liabilities and other significant items are

as follows:

31 December 2016 31 December 2015
Income
Segment revenue - 761,919
Consolidated income - 761,919

31 December 2016

31 December 2015

EBITDA

Segment EBITDA (1,749,998) (2,948,507)
Other EBITDA 7,208,807 21,907,394
Consolidated EBITDA 5,458,809 18,958,887
Financial income 95,481,498 154,284,016
Financial expense (129,195,147) (146,548,803)
Income/ (loss) from investment activities, net 12,140,903 433,840
Income/(loss) from investments accounted by equity method 36,763,421 (57,485,545)
Amortization and depreciation 1,578,414) (1,418,442)
Consolidated income/(loss) before tax 19,071,070 (31,776,047)

NOTE 4 - CASH AND CASH EQUIVALENTS

31 December 2016

31 December 2015

Cash 146 91
Banks
- time deposits 143,145,290 168,246,350
- demand deposits 173,336 316,109
143,318,772 168,562,550
The maturities of cash and cash equivalents are as follows:
Up to 30 days 54,833,652 168,562,550
Up to 60 days 88,485,120 -
143,318,772 168,562,550
The effective interest rates (%) of time deposits are as follows:
2016 2015
TL 9.09 9.96
US Dollars 2.24 278
EUR 115 1.45
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The analysis of cash and cash equivalents included in the consolidated statements of cash flows for the years

ended 2016 and 2015 are as follows:

31 December 2016 31 December 2015

Cash and cash equivalents 143,318,772 168,562,550
Less: Interest Accrual (58,311) M3,961)
143,260,461 168,448,589

The Group has no restricted deposits as of 31 December 2016 (31 December 2015: None).

NOTE 5 - FINANCIAL ASSETS

2016 2015
Short Term Long Term Total Short Term Long Term Total
Financial assets held for sale - 63,240 63,240 - 63,240 63,240
Held-to-maturity financial
assets - - - 10,368,039 - 10,368,039
- 63,240 63,240 10,368,039 63,240 10,431.279

a) Financial assets available for sale:

31 December 2016

31 December 2015

Participation Participation Participation Participation
amount rate (%) amount rate (%)
ATAS 13,240 5.00 13,240 5.00
Enerji Piyasalari isletmeleri Anonim
Sirketi © 50,000 0.08 50,000 0.08
63,240 63,240

©100% subsidiary of the Group, Turcas Elektrik Toptan Satis A.S., has participated to Enerji Piyasalari isletme Anonim Sirketi (EPIAS) with
50,000 C Type shares, which has been established with TL 61,572,770 capital.

Financial assets are valuated by using purchase cost of financial assets less provision for impairment (if any)
under the circumstances of no fair value of financial assets available for sale recorded in stock market or no other

available methods to calculate the fair value.
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b) Held-to-maturity financial assets:

The details of held-to-maturity financial assets are as follows:

31 December 2016 31 December 2015

Bonds:
Public sector bonds - 5,372,809
Private sector bonds - 4,995,230
- 10,368,039
Remaining time to repricing dates of held-to-maturity financial assets in agreements as of 31 December 2015 is as
follows:
Less than 3 months 10,162,262
Until the one year 205,777
Total 10,368,039
The movement table of held-to-maturity financial assets is as follows:
2016 2015
Balance at 1 January 10,368,039 7,774,969
Purchases - 6,066,951
Disposal due to sale and amortization (10,368,039) (3,525,468)
Additions due to changes in amortized cost - 51,587
Total - 10,368,039
NOTE 6 - FINANCIAL LIABILITIES
2016 2015
Short-term bank borrowings 99,507,091 78,299,317
Long-term bank borrowings 403,988,437 346,508,276
503,495,528 424,807,593
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31 December 2016

Yearly average

effective Original
interest rate (%) amount TL
EUR borrowings
- Floating interest rate © Euribor +1.65% 11,353,623 42,120,807
- Fixed interest rate ¢ 2.95% - 4.75% 9,220,958 34,208,831

USD borrowings

Libor + 3.40% -
- Floating interest rate Libor + 4.75% 6,586,001 23177453

Total short term financial liabilities 99,507,091

EUR borrowings

Euribor +
- Floating interest rate © 1.65% 74,207,733 275,303,269
- Interest accrual of EUR floating rate loan 37,204 138,022
- Fixed interest rate 4.35% 1,416,169 5,253,844

USD borrowings

Libor + 3.40% -

- Floating interest rate ¢” Libor + 4.75% 34,872,867 122,724,595
- Interest accrual of USD floating rate loan 161,601 568,707
Total long term financial liabilities 403,988,437
Total financial liabilities 503,495,528

© The outstanding loan balance used for the long term financing of Turcas share at Denizli natural gas power plant from Bayern LB

and Portigon AG banks consortium is TL 336,058,136 (EUR 90,584,150) including its accrued interest, which is recognized through the
deduction of ECA premium and arrangement fee amounting to TL 17,096,818 (EUR 4,608,431) and TL 1,399,220 respectively from the total
amount of the loan. The aforementioned commission amounts are amortized throughout the maturity of the loan.

9 The outstanding loan balance used for the financing of Denizli natural gas power plant from TSKB, is TL 110,613,785 (USD 31,431,514)
including its accrued interest, which is recognized through deducting the arrangement fee amounting to TL 235,142 (USD 66,817) from
total credit amount. The aforementioned commission amount is amortized throughout the maturity of the loan. According to the loan
agreement, total maturity is 14 years and grace period is 30 months with a total loan limit of USD 40,5 million and EUR 15 million. The
loan agreement was signed on February 25, 2016 within TSKB and Turcas Kuyucak Jeotermal Elektrik Uretim, which is the 92% subsidiary
of the Group, for the financing of geothermal power plant investment. As of 31 December 2016, the balance of the loan, which is utilized
from the limit allocated in USD, is around TL 36,806,110 (USD 10,458,658) including accrued interest. It is recognized through deducting
the arrangement fee and commitment fee amounting to TL 591,604 (USD 168,107) and TL 122,394 (USD 34,779) respectively from total
loan amount. The aforementioned commission amounts will be amortized throughout the term of the loan.

U As of September 30, 2016, a loan amounting to TL 33,415,809 (EUR 9,007199) including interest accrued with 2.95% interest rate was
used from Vakifbank. In addition, there is an auto loan with a maturity of TL 751,333 (EUR 202,521) including the accrued interest from
Garanti Malta with 4.35% interest rate. The loan agreement was signed on February 25, 2016 within TSKB and Turcas Kuyucak Jeotermal
Elektrik Uretim, which is the 92% subsidiary of the Group for the financing of geothermal power plant investment. As of 31 December
2016, the amount of the loan used in the EUR limit is TL 5,595,299 (EUR 1,508,207) including the accrued interest. The arrangement fee
amounting to TL 239,708 (EUR 64,613) and the commitment fee amounting to TL 60,058 (EUR 16,187) have been shown for this loan by
deducting from the total loan amount. Such commission amounts are amortized over the term of the loan.

102



TURCAS PETROL A.S.
CONVENIENCE TRANSLATION INTO ENGLISH OF
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2016
(AMOUNTS EXPRESSED IN TURKISH LIRA (“TRY”) UNLESS OTHERWISE INDICATED.)

31 December 2015
Yearly average

effective interest Original

rate(%) amount TRY
EUR borrowings
- Fixed interest rate ™ 318 527,483 16,293,090
- Floating interest rate © 178 12,814,195 40,718,386
USD borrowings
- Floating interest rate ¢ 3.74 7,321,448 21,287,841
Total short term financial liabilities 78,299,317
EUR borrowings
- Floating interest rate © 1.78 82,025,570 260,644,451
- Fixed interest rate 4.35 202,777 644,343
- Interest accrual of EUR floating rate loan 38,431 12217
USD borrowings
- Floating interest rate 7 3.74 29,262,913 85,084,846
- Interest accrual of USD floating rate loan 4,306 12,519
Total long term financial liabilities 346,508,276
Total financial liabilities 424,807,593

@ Original amount of loan obtained from consortium of Bayern LB and Portigon AG is TL 321,571,616 (EUR 101,199,528), ECA premium of
TL 18,809,559 (EUR 5,919,423) and arrangement fee of TL 1,399,220 have been deducted from the original amount. These amounts are
amortised until the end of loan agreement.

9 Original amount of loan obtained TSKB is TL 106,612,000 (USD 36,666,667) and arrangement fee of TL 239,313 (USD 82,306) have
been deducted from the original amount. These amounts are amortised until the end of loan agreement.

¢ Original amount of loan related to invesment of geothermal power plant of Turcas Kuyucak Jeotermal Elektrik Uretim A.S. and obtained
on 26 June 2015 from TSKB is EUR 5,000,000 with maturity ending 4 July 2016 at interest rate of 2.3%. Remaining balance of the short
term financial liabilities consist of loan obtained from Garanti Malta at interest rate of 4.35%.

Floating interest rated financial debts denominated in foreign currencies are translated to TL using effective
exchange rates at period end, Interest rates of floating interest rated financial debts are redetermined in 6 month
periods, therefore carrying values are considered to approximate their fair values.

The redemption schedule of financial liabilities is as follows:

2016 2015

Within 1 year 99,507,091 78,299,317
1-2 years 63,786,227 61,616,823
2 - 3 years 63,334,767 61,627,391
3 -4 years 60,317,038 61,576,952
4 - 5 years 57,584,501 61,392,275
After 5 years 158,965,904 100,294,835
503,495,528 424,807,593
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The following is the information compiled regarding the loans utilized for the 775 MW Natural Gas Cmeined Cycle
Power Plant investment, within the scope of financing corresponding to the share of Turcas Elektrik Uretim A.S., an
associate of the Group, in the Denizli Project:

- The loan agreement was entered into with the bank consortium composing of Bayerische Landesbank (“Bayern
LB”) and Portigon AG with respect to the amount EUR149,351,984, with a maturity of 13 years and no-payback
(grace) period of three years at the interest rate Euribor + 1.65%, under the guarantee of Euler Hermes German
Export Loan Agency,

- The loan agreement was signed with Turkiye Sinai Kalkinma Bankasi A.S. (“TSKB”) with respect to the amount
USD 55,000,000, with a maturity of 10 years and no-payback (grace) period of three years at the interest rate
Libor + 3.40%.

The maturities of the loans have been extended for 2 years (Note 6).

The outstanding amount of the loan received from the bank consortium formed by Bayern LB and Portigon AG is
EUR 90,584,150 and the outstanding amount of the loan received from TSKB is USD 31,431,514 as of 31 December
2016.

Turcas Petrol A.S. has provided a Corporate Guarantee as collateral amounting to USD 77,000,000 in favor of TSKB
and EUR 149,351,984 in favor of Bayern LB and Portigon AG consortium within the scope of the respective loan
agreements.

As a requirement of the loan agreement signed with Portigon AG and Bayern LB, a DSRA Standby Letter of Credit
has been arranged by Turkiye Garanti Bankas! A.S. on behalf of Turcas Elektrik Uretim A.S. with Bayern LB as the
drawee bank in the amount of EUR 6,052,940 with maturity ending 3 August 2017. As a collateral to this DSRA
Standby Letter of Credit, Turcas Petrol A.S. has provided a Corporate Guarantee amounting to EUR 6,052,940 in
favor of Turkiye Garanti Bankasi A.S.

Within the scope of the Share Pledge Agreements and Shareholder Assignment of Receivables Agreements
entered into by and between Turcas Enerji Holding A.S., Turcas Petrol A.S., Turcas Elektrik Uretim A.S., and
Portigon AG, Bayern LB and TSKB, on 11 November 2010 a first degree pledge and assignment of receivables were
established, (i) on the shares owned by Turcas Enerji Holding A.S. and Turcas Petrol A.S. in Turcas Elektrik Uretim
A.S. and their receivables from Turcas Elektrik Uretim A.S., (ii) on the shares owned by Turcas Elektrik Uretim A.S.
in RWE &Turcas Guney Elektrik Uretim A.S. and its receivables from RWE &Turcas Guney Elektrik Uretim A.S. on
behalf of Portigon AG, Bayern LB and TSKB on pari passu and pro rata basis.

In accordance with the amendment agreement signed between Turcas Elektrik Uretim A.S. (‘“TEUAS”) and TSKB,
Bayern LB and Portigon A.G. (Consortium Banks), maturities of loans obtained from Consortium Banks for the
financing of Denizli Combined Cycle Gas Power Plant with an installed capacity of 775 MW (TEUAS’s stake: 30%)
have been extended by 2 years. Therefore, maturity of the loan obtained from TSKB is extended from 2020 to
2022. Meanwhile, maturity of the loan obtained from Bayern LB and Portigon A.G. is extended from 2023 to 2025.

A loan agreement having 14 years of maturity with a grace period of 30 months amounting to USD 40.5 million and
EUR 15 million was signed on February 25, 2016 with TSKB for the financing of geothermal power plant investment
within the body of Turcas Kuyucak Jeotermal Elektrik Uretim A.S., which is the 92% subsidiary of the Group. As of
31 December 2016, the outstanding loan balance is around USD 10,300,000 and EUR 1,480,000.

104



TURCAS PETROL A.S.
CONVENIENCE TRANSLATION INTO ENGLISH OF

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2016

(AMOUNTS EXPRESSED IN TURKISH LIRA (“TRY”) UNLESS OTHERWISE INDICATED.)

NOTE 7 - TRADE RECEIVABLES AND PAYABLES

Short-term trade receivables 2016 2015
Trade receivables 1,119,628 1,122,653
Other trade receivables 59,544 74,831
1,179,172 1197484
Provision for doubtful trade receivables (685,411) (685,41
Short-term trade receivables (net) 493,761 512,073
The movement of provision for doubtful receivable is as follows:
2016 2015
Balance at the beginning of the year 685,411 685,411
Released provisions - -
Balance at the end of the year 685,411 685,411
The Group has no trade receivables that are overdue but not considered doubtful trade receivables as of 31
December 2016 and 31 December 2015.
Short term trade payables 2016 2015
Trade payables 3,522,888 497,460
3,522,888 497,460
NOTE 8 - OTHER RECEIVABLES AND PAYABLES
Short term other receivables 2016 2015
Receivables from related parties (Note 27) 17,445,262 46,555,414
Other 127,535 454,851
17,572,797 47,010,265
Long term other receivables 2016 2015
Receivables from related parties (Note 27) 73,536,066 183,304,585
Other 25,224 25,233
73,561,290 183,329,818
Other payables 2016 2015
Taxes and duties payables 2,414,526 4,417,593
Due to related parties (Note 27) 1,825,329 552,644
Other 186,079 264,739
4,425,934 5,234,976
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NOTE 9 - PREPAID EXPENSES

Short term prepaid expenses 2016 2015
Prepaid expenses for the following months 101,850 1,526,650
Advances given to suppliers 70,917 -
172,767 1,526,650
Long-term prepaid expenses 2016 2015
Fixed asset advances 3,963,862 -
3,963,862 -

NOTE 10 - INVESTMENTS ACCOUNTED BY EQUITY METHOD
% 31 December 2016 % 31 December 2015
STAS 30.00 461,291,353 30.00 389,083,200
RWE & Turcas Guney Elektrik Uretim A.S. 30.00 321,401,070 30.00 219,614,001

Turcas Kuyucak Jeotermal Elektrik

Uretim A.S. - - 46.00 9,247,269
782,692,423 617,944,470

31 December 2016

31 December 2015

Balance at the beginning of the year 617,944,470 498,513,898
Income and losses from associates (net) © 36,763,421 (57,485,545)
Transactions with associates ¢” 763,646 765,917
Effect of business combinations (Note 30) (8,828,516) -
Actuarial gain / losses (450,598) 2,122,200
Capital increases of associates ¢ 136,500,000 174,028,000
Balance at the end of the year 782,692,423 617,944,470

© The Group’s income and loss balances from associates amounting to TL 36,763,421 consist of income balance from Shell & Turcas Petrol
A.S amounting to TL 72,710,038, loss balance from RWE&Turcas Guney Elektrik Uretim A.S. amounting to TL 35,527,864, loss balance from
Turcas Kuyucak Jeotermal Elektrik Uretim A.S. amounting to TL 418,753.
9 The balance consists of the consolidation adjustment for capitalized finance expenses by RWE&Turcas Giney Elektrik Uretim A.S.
related to the borrowing from the Group in order to finance Denizli Plant investment of RWE&Turcas Giney Elektrik Uretim A.S..

) The capital increase as of 31 December 2016 results from RWE&Turcas Guney Elektrik Uretim A.S. The capital increase amounting to TL
174,028,000 consist of RWE&Turcas Guney Elektrik Uretim A.S amounting to TL 168,600,000 and Turcas & BM Kuyucak Jeotermal Elektrik
Uretim A.S.amounting to TL 5,428,000 as of 31 December 2015.

STAS

As explained in Note 1, STAS operates for the sales, purchase, export and import, storage and distribution of each

kind of fuel products.

Shell & Turcas Petrol A.S. has become operational on 1 July 2006. As of 31 December 2016, STAS is one of the
leading companies in Turkish fuel distribution sector with 1,014 fuel stations, lubricant production facilities, retail

and commercial sale.
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The summarized financial information of STAS, which is an associate of the Group accounted using the equity
method is as follows:

STAS 31 December 2016 31 December 2015
Total assets 4,855,350,924 3,958,599,000
Total liabilities (3,317,713,081) (2,661,655,000)
Net assets 1,537,637,843 1,296,944,000
Group’s share of associate’s net assets 461,291,353 389,083,200

1January - 1 January -

31 December 2016 31 December 2015

Net sales 16,795,117,387 15,354,978,000
Comprehensive income / (expense) 240,693,843 (58,168,000)
Group’s share of total comprehensive income / (expense) 72,208,153 (17,450,400)

RWE&Turcas Giiney Elektrik Uretim A.S.

Turcas Elektrik Uretim A.S. which is 100% direct and indirect subsidiary of Turcas in electricity generation, has
established a joint venture company named RWE & Turcas Glney Elektrik Uretim A.S. with RWE Holding A.S. that
is a subsidiary of RWE AG which is one of the leading energy companies in the world. Shareholding ratio of Turcas
Elektrik Uretim A.S. is 30% in this joint venture established in 2007. Natural gas combined cycle power plant with a
775 MW installed capacity, which is established in Denizli by RWE & Turcas Guney Elektrik Uretim A.S. has become
operational with completion of temporary admission process conducted by the Ministry as of 24 June 2013.

31 December 2016 31 December 2015

Total assets 1,555,687,175 1,542,68,937
Total liabilities (451,242,989) (774,461,923)
Net assets 1,104,444,186 767,707,014
Group’s share of associate’s net assets 331,333,256 230,312,104
Inter-group finance expense elimination 9,932,186 10,698,103
Group’s share, net 321,401,070 219,614,001

“ Group has made a contribution amounting to TL 136,500,000 to the capital increase made in RWE&Turcas GUney Elektrik Uretim A.S.
on 15 December 2016. The capital increase was made via including the payables of RWE&Turcas Guney A.S due to its shareholders to the
share capital.

31 December 2016 31 December 2015

Net sales 801,255,457 792,578,604
Comprehensive expense (118,255,255) (134,036,138)
Group’s share of total comprehensive expense (35,476,577) (40,210,841
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NOTE 11 - PROPERTY, PLANT AND EQUIPMENT

Effect of business

1January 2016 Additions combinations @ Disposals 31 December 2016
Cost
Land - 65,000 1,468,021 - 1,533,021
Land improvements - 99,154 - - 99,154
Buildings 14,160,000 210,000 - - 14,370,000
Machinery and equipment 16,353,469 1,073,533 1,161 - 17,428,163
Motor vehicles, furniture and fixtures 4,600,742 64,954 165,355 (1,009,361) 3,821,690
Leasehold improvements 66,670 - - - 66,670
Construction in progress 91,527 16,030,489 10,153,175 - 26,275,191
35,272,408 17,543,130 1,787,712 (1,009,361) 63,593,889
Accumulated depreciation
Land improvements - 4,407 - - 4,407
Buildings 783,520 286,000 - - 1,069,520
Machinery and equipment 12,234,697 865,116 - - 13,099,813
Motor vehicles, furniture and fixtures 2,533,862 398,340 - (37,729) 2,894,473
Leasehold improvements 17,615 158 - - 17,773
15,569,694 1,554,021 - (37,729) 17,085,986
Net book value 19,702,714 46,507,903

@ Note 30
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1 January 2015 Additions Disposals 31 December 2015
Cost

Buildings 14,160,000 - - 14,160,000
Machinery and equipment 15,768,612 1,076,777 (491,920) 16,353,469
Motor vehicles, furniture and fixtures 4,526,777 78,917 (4,952) 4,600,742
Leasehold improvements 59,987 6,683 - 66,670
Construction in progress 91,527 - - 91,527
34,606,903 1162,377 (496,872) 35,272,408

Accumulated depreciation
Buildings 500,320 283,200 - 783,520
Machinery and equipment 11,854,339 710,178 (329,820) 12,234,697
Motor vehicles, furniture and fixtures 2,130,300 403,562 - 2,533,862
Leasehold improvements 16,454 1,161 - 17,615
14,501,413 1,398,101 (329,820) 15,569,694
Net book value 20,105,490 19,702,714

There is no mortgage on property, plant and equipment as of 31 December 2016 (2015: None).

The depreciation expenses of 31 December 2016 and 2015 have been added to general and administrative
expenses.

NOTE 12 - INTANGIBLE ASSETS

Effect of
business 31 December
1 January 2016 Additions combinations Disposals 2016
Cost
Rights 29,722,488 - 56,808,562 - 86,531,050
29,722,488 - 56,808,562 - 86,531,050
Accumulated amortization
Rights 29,716,241 24,393 - - 29,740,634
29,716,241 24,393 - - 29,740,634
Net book value 6,247 56,790,416

© Note 30.
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1 January 2015 Additions Disposals 31 December 2015
Cost
Rights 29,700,633 21,855 - 29,722,488
29,700,633 21,855 - 29,722,488
Accumulated amortization
Rights 29,695,900 20,341 - 29,716,241
29,695,900 20,341 - 29,716,241
Net book value 4,733 6,247

The depreciation expenses of 31 December 2016 and 2015 have been added to general and administrative

expenses.

NOTE 13 - COMMITMENTS, CONTINGENT ASSETS AND LIABILITIES

Contingent Liabilities

Contingent assets and liabilities related with Turcas

Contingent assets and liabilities of the Group regarding its subsidiaries are as follows:

31 December 2016

31 December 2015

Currency

Original

Amount TL Amount

Original
Amount

TL Amount

GPM’s given by the Company
(Guarantee-Pledge-Mortgage)

A. GPM’s given for companies Own
legal personality

TL 1,261,500 1,261,500

25,417,500

25,417,500

B. GPM’s given on behalf of fully
Consolidated companies ¢

TL 4,524,569 4,524,569

2,642,642

2,642,642

C. GPM’s given for continuation of its
Economic activities on behalf of third
parties ©

uUsbD 168,000,000 591,225,600

77,000,000

223,885,200

EUR 158,829,724 589,242,393

157,851,984

501,590,464

D. Total amount of other GPM’s

i) Total amount GPM’s given on behalf
of the majority shareholders ¢

ii) Total amount of GPM’s given to
on behalf of other group companies
which are not in scope of Band C

i) Total amount of GPM’s given on
behalf of third parties which are not
in scope of C

1,186,254,062

753,535,806

10



TURCAS PETROL A.S.
CONVENIENCE TRANSLATION INTO ENGLISH OF

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2016

(AMOUNTS EXPRESSED IN TURKISH LIRA (“TRY”) UNLESS OTHERWISE INDICATED.)

© Turcas Elektrik Uretim A.S. has entered into a loan agreement for USD 55,000,000 with TSKB, regarding the loans utilized for the 775
MW Natural Gas Combined Cycle Power Plant investment in Denizli. The amount of total guarantee given to TSKB by Turcas Petrol A.S.

is USD 77,000,000. As stated in Note 6, as a requirement of the loan agreement signed with Portigon AG and Bayern LB amounting to
EUR 149,351,984 with a thirteen years of maturity and a grace period of three years, Turcas Petrol A.S. has provided a corporate guarantee
amounting to EUR 149,351,984 in favor of Portigon AG and Bayern LB. Again, as a requirement of the loan agreement, a DSRA Standby
Letter of Credit was arranged by Turkiye Garanti Bankasi A.S. on behalf of Turcas Elektrik Uretim A.S. with Bayern LB as the drawee bank
in the amount of EUR 6,052,940, with a maturity of 3 August 2017. Therefore, Turcas Petrol A.S. has provided a collateral amounting to

EUR 6,052,940 to Garanti Bank in order to prepare the mentioned guarantee.

A loan agreement having 14 years of maturity with a grace period of 30 months amounting to USD 40.5 million and EUR 15 million was
signed on February 25, 2016 with TSKB for the financing of geothermal power plant investment within the body of Turcas Kuyucak
Jeotermal Elektrik Uretim A.S. A surety of Turcas Petrol A.S., which will be expired at a later date, amounting to USD 91 million has been
given for the aforementioned loan. The aforementioned surety will expire when the following conditions are satisfied: the revenues from
the project operations will be recognized, the minimum subsequent four principal and interest payments will be made and the other

conditions stated in the Loan Contract are performed by the loan borrower.

|t consists of the guarantees that Turcas Kuyucak Jeotermal Elektrik Uretim A.S. and Turcas Yenilenebilir Enerji Uretim A.S. has given to

EMRA and district governorships.

The rate of GPM’s given by the Company to equity is 185% as of 31 December 2016 (31 December 2015: 119%).

31 December 2016

31 December 2015

Letter of guarantees received 16,979,804 -
Letter of other guarantees received 74,750 27000
17,054,554 27,000

Contingent assets and liabilities of Turcas Petrol A.S. regarding STAS

The contingent assets and liabilities of the Group related to STAS are follows:

31 December 2016

31 December 2015

|etters of guarantee given to the customs office 670,301,400 866,476,500
|_etters of guarantee given to the tax office 93,259,200 55,696,500
|etters of guarantee given to the EMRA 15,000,000 15,001,500
Other 6,190,500 1,991,100

784,751,100 939,165,600

31 December 2016

31 December 2015

Mortgages taken 567,978,900 246,508,500
etters of guarantees received 178,259,100 167,716,200
Other guarantees received 111,608,100 106,716,900

857,846,100 520,941,600

STAS has committed to pay TL 1,034,089,000 to the station owners for the station improvement in the periods
mentioned below (31 December 2015: TL 838,212,000). The payment terms of group’s share of warranty are as

follows:
31 December 2016 31 December 2015
Within 1 year 50,009,400 34,540,800
1-5 years 167,562,600 129,255,000
5-22 years 92,654,700 87,667,800
310,226,700 251,463,600
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According to the environmental laws in effect, Shell & Turcas Petrol A.S. (“STAS”) is responsible for any
environmental pollution that may arise as a result of its operations. In the case that STAS causes an environmental
pollution, STAS may be required to recover the damages. There are no environmental lawsuits claimed against
STAS as of the balance sheet date, however in the case of abandoning the currently operating terminals in

the future, STAS may be charged for the soil clean-up costs for these terminals. On the other hand, according

to the BCA, any environmental liabilities that have arisen prior to the acquisition date are the responsibility of
shareholders. STAS is accountable only for the environmental liabilities that occur subsequent to the Acquisition
Date. However, STAS management does not foresee any liabilities that should be reflected in these consolidated
financial statements.

On 30 December 2014, the Supervisory Board of the Ministry of Finance has launched a general tax inspection for
financial years 2009 to 2012 on STAS as part of the sector wide tax review. As a result of the inspection, services
received from the foreign institution by STAS were critisized and STAS has been notified to pay TL 45,214,582

as tax base and TL 67,821,873 as tax penalty on 30 December 2014. Similarly, STAS has been critisized regaring
VAT and stamp duty and has been notified on 31 December 2014 to pay penalty amounting TL 10,765,666 as

tax base and TL 11,572,683 as tax penalty. According to STAS management, such practices subject to criticism
were performed in compliance and consistent with the related regulations. STAS has been utilizing all its legal
rights, including settlement and all applicable legal processes with respect to notifications issued and have not
recognised any provision in relation to the inspection. According to the Material Event Disclosure made on May 9,
2016 by the Company, written court decision, stating that the decision is made in favour of STAS, was submitted
to the Company. Disputes, based on aforementioned investigations, have been settled through withdrawing from
lawsuits via making a payment of TL 13.562.985,71 (tax base: TL 11,624,266.82 and Domestic PPI: TL 1,938,718.89)
in accordance with Article 3 of the Law on Restructuring of Certain Receivables dated 03.08.2016 and numbered
6730.

Commitment and contingent assets and liabilities of Turcas regarding of RWE & Turcas Glney Elektrik Uretim A.S.

Commitment and contingent assets and liabilities of Turcas regarding of RWE & Turcas Gulney Elektrik Uretim A,S.
are as follows:

31 December 2016 31 December 2015

Letters of guarantees given for EMRA 4,359,480 1,307,844
Letters of guarantees given for TEIAS 3,862,857 1,158,857
Other 35,000 6,000

8,257,337 2,472,701

31 December 2016 31 December 2015

Letters of guarantees received 11,449,592 11,899,665

11,449,592 11,899,665
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NOTE 14 - PROVISIONS

As of 31 December 2016 there are already in favor ongoing cases against the Group. At the end of each period,
the group is assesing the potential consequences of these lawsuits and financial effects. Furthermore, within
these assesment of potential consequences against possible earnings and liabilities the group deems necessary
provisions. As of 31 December 2016, there are no provisions. (31 December 2015: TL 230,449).

31 December 2016 31 December 2015

Litigation provision - 230,449

- 230,449

The movement of litigation provision is as follows:

2016 2015
Opening balance 230,449 230,449
Released provisions (230,449) -
- 230,449
The provision of short-term employment benefits is as follows:
2016 2015
Unused vacation pay liability 238,713 267,086
Bonus and premium provision 582,541 -
821,254 267,086
The movement of short-term employment benefits is as follows:
2016 2015
Opening balance 267,086 325,755
Current year charges - -
Released provisions (28,373) (58,669)
238,713 267,086
The movement of bonus and premium provision is as follows:
2016 2015
Opening balance - -
Current period provision 582,541 -
582,541 -
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NOTE 15 - PROVISION FOR EMPLOYMENT TERMINATION BENEFITS

Under the Turkish Legislations, the Company and its Turkish subsidiaries and associates are required to pay
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 and reaches the retirement age (58 for women and 60 for men).

The amount payable consists of one month’s salary limited to a maximum of TL 4,297.21 (31 December 2015: TL
3,438.22) for each period of service at 31 December 2016.

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

The liability means recent value of which consists the total estimated provision of future liabilities for retired
personnel of the Group.

In accordance with Turkish Labour Code, employment termination benefit is the present value of the total
estimated provision for the liabilities of the personnel who may retire in the future. The group is obligated to pay
employment termination benefit for the personnel who are called up to military service, passed away or retired.
The provision made for present value of determined social relief is calculated by the prescribed liability method. All
actuarial profits and losses are accounted in the consolidated income statement.

TAS require actuarial valuation methods to be developed to estimate the enterprise’s obligation under defined
benefit plans. The group makes a calculation for the employment termination benefit by applying the prescribed
liability method, by the experiences and by considering the personnel who become eligible for company pension.
This provision is calculated by expecting the present value of the future liability which will be paid for the retired
personnel.

Accordingly, the following actuarial assumptions were used in the calculation of the total liability.

2016 2015
Discount rate (%) 4.25 3.98
Rate used to estimate the probability of retirement (%) 88.73 92.01

The principal assumption is that the maximum liability for each year of service will increase parallel with inflation.
Thus, the discount rate applied represents the expected real rate after adjusting for the anticipated effects of future
inflation. The amount payable consists of one month’s salary limited to a maximum of TRY4,092.53 for each period
of service as of 1 January 2016 (1 January 2016: TRY3.541,37).The maximum liability is revised semi annually.

Movements in the provisions for employment termination benefits for the years ended 31 December are as follows:

2016 2015
Opening balance 626,573 507,932
Service cost 78,278 104,124
Interest cost 73,927 61,505
Effect of business combinations 32,859 -
Actuarial losses (139,719) -
Compensation paid (82,711) (46,988)
Closing balance 589,207 626,573
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NOTE 16 - OTHER ASSETS AND LIABILITIES

Other current assets

31 December 2016

31 December 2015

Job advances given 122,236 168,527
VAT to be transferred 60,668 1,832,374
182,904 2,000,901

Other non-current assets

31 December 2016

31 December 2015

VAT to be transferred

12,777,854

1,724,287

12,777,854

1,724,287

Other long-term liabilities

31 December 2016

31 December 2015

Other payables © 887,679 965,267
Advances received 31,697 31,564
919,376 996,831

© The amount represents the retirement pay provision of the employees until 30 June 2006 who were transferred from Turcas Petrol A.S
to Shell & Turcas Petrol A.S., which is accounted for by the equity method, due to the spin-off. According to the 10th article of the ‘Spin-off
Agreement’ that was signed between the The Shell Company of Turkey Limited Turkey Branch and Shell & Turcas Petrol A.S., Until the
date of transfer, accumulated severence pay amount of the transferred staff to Shell&Turcas Petrol A.S is under the responsibility of the

Group.
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NOTE 17 - EQUITY

a) Paid in capital/treasury shares

31 December 31 December
Shareholders Group Allocation (%) 2016 Allocation (%) 2015
Aksoy Holding A.S. A/C Group 51.55 139,175,892 5155 139,175,892
Free Float A Group 25.12 67,826,501 25.05 67,621,972
Turcas Petrol A.S. @ A Group - - 5.36 14,471,336
Turcas Enerji Holding A.S. € A Group 5.36 14,471,336 - -
YTC Turizm ve Enerji Ltd. Sti. A Group 4.02 10,865,362 4.02 10,865,362
Suna Baban A/B Group 3.46 9,347,663 3.46 9,347,663
MuUeddet Hanzat Oz A/B Group 3.46 9,353,058 3.46 9,353,058
Yilmaz Tecmen A/B Group 2.21 5,962,540 2.21 5,962,540
Other A/B Group 4.82 12,997,648 4.89 13,202,177
Total 100.00 270,000,000 100.00 270,000,000
Treasury shares adjustment © (22,850,916) (22,850,916)
Inflation adjustment 41,247,788 41,247,788
Adjusted capital 288,396,872 288,396,872

® 5.36% shares of Turcas Petrol A.S., which was owned by Turcas Enerji Holding A.S. ,one of Turcas Petrol

A.S’s subsidiaries, had been purchased by Turcas Petrol A.S. on 29 November 2012 as a consequence of Share Buy Back Programme
prepared in accordance with the communiqué no 26/767 “Principles for the Share Buy Back of Listed Companies in ISE (Istanbul Stock
Exchange)” by CMB on 10 August 2011. Treasury shares consist of this transaction.

¢ According to Article 19, 6th clause of 1-22.1 of the Capital Markets Board’s “Share Buy Back Communique”, Turcas Petrol A.S’’s
14,471,336 lot shares, corresponding to 5,36% of the Company’s paid-in capital, were sold to the Company’s subsidiary Turcas Enerji
Holding A.S. on 22 December 2016 in accordance with the “Procedures and Principles for the Istanbul Stock Exchange Wholesale Trading
Operations” via Finans Yatirim Menkul Degerler A.S.

The issued capital of the Company in 2016 is composed of 270,000,000 shares (31 December 2015: 270,000,000
shares). The nominal value of shares is TL 1 per share.

At least three members of the Board of Directors are elected among the candidates nominated by Group “B”
shareholders. At least two members of the Board of Directors are elected among the candidates nominated by
Group C shareholders, Group C shareholders have at least forty percent (40%) right, Group A shareholders have
the right of nominating and electing three (3) members of the Board of Directors at the General Assembly Meeting
where the members of the Board of Directors are elected. However, the remaining members of the Board of
Directors are nominated and elected by the Group B shareholders.

At least one of the the Group C shareholders is required to vote in the affirmative for some critical decisions
determined in the establishment agreement of the Company.

There is no privilege assigned to any group of shares in terms of dividend distribution.
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b) Restricted reserves

31 December 2016 31 December 2015

Legal reserves 37,333,125 36,674,580

37,333,125 36,674,580

The legal reserves consist of first and second reserves, appropriated in accordance with the Turkish Commercial
Code (TCC). The TCC stipulates that 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 company’s 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.
Under the TCC, the legal reserves can be used only to offset losses and are not available for any other usage unless
they exceed 50% of paid-in share capital.

Dividend distribution

Dividends are distributed according to Communigué Serial: IV, No: 27 on “Principles Regarding Distribution of
Interim Dividends for quoted entities subject to Capital Market Board Law”, principles on corporate articles and
dividend distribution policy which is declared by Companies.

In addition to the CMB, it is stipulated that companies which have the obligation to prepare consolidated financial
statements, calculate the net distributable profit amount by taking into account the net profits for the period in
the consolidated financial statements that will be prepared and announced to the public in accordance with the
Communigué 11-14.1 that sufficient reserves exists in the unconsolidated statutory books.

It is allowed to pay dividends to shareholders as bonus share which shall be issued through the addition of
dividends to equity or in cash or distributing to shareholders at a certain ratio in cash and at a certain rate as bonus
share depending upon the resolutions taken in the general assemblies of companies provided that it is decided

to realize dividend payment and also to remain the amount in question in partnership body without distribution if
the amount of determined first dividend is less than 5% of paid/issued capital but it has become obligatory for the
joint stock companies, which shall pay dividends from net income for the period as a result of their activities and
having their shares separated as “old” and “new” since they have made a capital increase without realizing dividend
payment related to previous period, to pay the first dividend, which shall be calculated, in cash.

NOTE 18 - SALES AND COST OF SALES

2016 2015

Electricity sales © - 644,330
Other sales - 117,589
- 761,919

2016 2015

Cost of electricity sold © - 630,933
Transmission capacity and service fee - 5,744
Other costs - 5,709
- 642,386

® Turcas Elektrik Toptan Satis A.S. has decided to gradually reduce the retail electricity sales operations with an aim to utilize resources in
more efficient investments in accordance with the Board Decision dated 6 May 2015.

17



TURCAS PETROL A.$. 2016 ANNUAL REPORT

TURCAS PETROL A.S.
CONVENIENCE TRANSLATION INTO ENGLISH OF
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2016
(AMOUNTS EXPRESSED IN TURKISH LIRA (“TRY”) UNLESS OTHERWISE INDICATED.)

NOTE 19 - OPERATING EXPENSES

Marketing, sales and distribution Expenses 2016 2015
Personnel expenses - 740,591
Other services received - 15,483
Repair and maintenance expenses - 13,400
Travel expenses - 8,543
Taxes and other liabilities - 8,462
Other 602 10,285
602 796,764

General and administrative Expenses 2016 2015
Personnel expenses 11,503,491 10,293,535
Other services received 3,762,126 4,432,977
Depreciation and amortization expenses 1,578,414 1,418,442
Rent expenses 1,137,043 1,922,006
Travel expenses 646,141 838,974
Repair and maintenance expenses 982,100 539,741
Taxes and other liabilities 149,576 178,732
Donation and aid expenses 558,982 157167
Other 2,097,760 492,836
22,415,633 20,274,410

NOTE 20 - OTHER INCOME AND EXPENSES FROM OPERATING ACTIVITIES

Other operating income 2016 2015
Shell Company Joint Venture Contract revenue © 24,010,230 36,275,875
Rent income 1,228,877 1,246,371
Service revenue 678,291 899,335
Other 591,800 485,956

26,509,198 38,907,537

© Joint Venture Agreement gives Turcas the right to redeem a predetermined expense amount in case the management fee expenses
reflected to STAS by Shell Turkiye exceed a certain amount.

NOTE 21 - INCOME FROM INVESTMENT ACTIVITIES

TL 7,358,351 portion of income from investing activities amounting to TL 12,295,458 comes from the increase in
fair value generated during the 46% share purchase of Turcas Kuyucak Jeotermal Elektrik Uretim A.S. from BM
Muhendislik ve insaat A.S. The remaining part amounting to TL 4,937,107 results from negative goodwill, which was
recognized as income, resulting from the acquisition.
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CONVENIENCE TRANSLATION INTO ENGLISH OF

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

(AMOUNTS EXPRESSED IN TURKISH LIRA (“TRY”) UNLESS OTHERWISE INDICATED.)

NOTE 22 - EXPENSE FROM INVESTMENT ACTIVITIES

2016 2015
Loss on sales of tangible assets 154,555 -
154,555 -
NOTE 23 - FINANCIAL INCOME
2016 2015
Foreign exchange gains 61,508,326 101,683,153
Interest income 33,973,172 52,580,628
Credit finance income - 20,235
95,481,498 154,284,016
NOTE 24 - FINANCIAL EXPENSES
2016 2015
Foreign exchange losses 111,390,047 132,269,083
Interest expenses 17,805,100 14,250,274
Credit finance charges - 29,446
129,195,147 146,548,803
NOTE 25 - TAX ASSETS AND LIABILITIES
Current tax liability 31 December 2016 31 December 2015
Corporate tax provision (4,630,448) (12,245134)
Less: Prepaid tax and funds 4,306,049 6,614,243
Prepaid tax and funds / (Current tax liability) , net (324,399) (5,630,891
Tax expense is comprised of the following:
2016 2015
Current year corporate tax expense (4,630,448) (12,245134)
Deferred tax income / (expense) 3,159,597 7,599,891
1,470,851) (4,645,243)
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Corporate Tax

Turkish tax legislation does not permit a parent company and its subsidiaries to file a consolidated tax return.
Therefore, tax liabilities, as reflected in these consolidated financial statements, have been calculated on a separate-
entity basis.

The Group is subject to Turkish corporate taxes. Provision is recognized in the accompanying financial statements
for the estimated charge based on the Group’s results for the period.

In Turkey, advance tax returns are filed on a quarterly basis. The advance corporate income tax rate is 20% in 2016
(2015: 20%). Corporate Tax rate is applied to net corporate income which is calculated by adding corporate trade
profits, non-discountable expenses according to tax laws and subtracting expenses and discounts identified in tax
laws. Losses are allowed to be carried 5 years maximum to be deducted from the taxable profit of the following
years. However, losses occurred cannot be deducted from the profit occurred in the prior years retrospectively.

In Turkey, there is no procedure for a final and definitive agreement on tax assessments. Companies file their tax
returns by the 25th of the fourth month following the close of the financial year to which they relate.

Income withholding tax

In addition to corporate taxes, companies should also calculate income withholding taxes and funds surcharge
on any dividends distributed, except for companies receiving dividends who are resident companies in Turkey
and Turkish branches of foreign companies. The rate of income withholding tax is 15%.Undistributed dividends
incorporated in share capital are not subject to income withholding taxes.

Deferred tax assets and liabilities

The Group, recognizes deferred tax assets and liabilities based upon temporary differences arising between
their financial statements prepared in accordance with Turkish Financial Reporting Standards and their statutory
financial statements. These temporary differences usually result in the recognition of revenue and expenses in

different reporting periods for Turkish Financial Reporting Standards and tax purposes.

The rate applied in the calculation of deferred tax assets and liabilities is 20% (2015: 20%).
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The breakdowns of cumulative temporary differences and the resulting deferred tax assets/liabilities using principal
tax rates are as follows:

Total temporary differences Deferred tax asset/(liability)
31 December 2016 31 December 2015 31 December 2016 31 December 2015

Carryforward tax loss © (116,513,000) (83,488,382) 23,302,600 16,697,676
Interest accrual (8,518,385) (10,515,308) 1,703,677 203,062
Tangible and intangible assets (6,742,025) (834,512) 1,348,405 166,902
Provision for employment

termination benefits (Note 15) (589,207) (626,573) 117,841 125,315
Bonus and premium provisions

(Notel4) (582,541) - 116,508 -
Unused vacation pay liability

(Note 14) (238,713) (267,086) 47,743 53,417
RWE&Turcas GUney interest

income accrual - 1141,528 - (228,3006)
Litigation provision (Note 14) - (225,949) - 45,190
Effect of business combination 27,635,050 - (5,527,010) -
Effect of inter-group

transactions 22,070,876 - (4,414,175) -
Other 638,450 - (127,690) -
Deferred tax asset, net 16,567,899 18,963,256

As of the balance sheet date, the Group has carryforward tax losses amounting to TL 121,128,572
(31 December 2015; TL 88,928,163) to be deducted from future profits.

® The Group has carry forward tax losses amounting to TL 121128,572 from its affiliates. Total carry forward tax losses from Turcas Elektrik
Uretim A.S., Turcas Yenilenebilir Enerji A.S., Turcas Enerji Holding A.S., Turcas Elektrik Toptan Satis A.S. and Turcas Kuyucak Jeotermal
Elektrik Uretim A.S. are TL 116,513,000, TL 3,875,063, TL 357,541, TL 237,738, TL 145,230 respectively, According to Group assessment,
carryforward tax losses amounting to TL 4,615,572 can not be utilized from taxable income within the next five years. Therefore, the Group
hasn’t recognized deferred tax assets from these carryforward tax losses.

The expiration dates of recognized carry-forward tax losses are as follows:

31 December 2016 31 December 2015

2018 48,704,093 48,342,964
2020 35,145,418 35,145,418
2021 32,663,489 -

116,513,000 83,488,382
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The movement of deferred tax assets and liabilities as of 31 December 2016 and 2015 are as follows:

31 December 2016 31 December 2015

Opening balance 18,963,256 11,363,365
Amount in statement of profit or loss 3,159,597 7,599,891
Amount in other comprehensive income (27,944) -
Effect of business combinations (5,527,010) -
Closing balance 16,567,899 18,963,256

The reconciliation of tax expenses stated in consolidated income statements for the periods ending 31 December
2016 and 2015 is as follows:

31 December 2016 31 December 2015

Profit / (loss) before tax 19,071,070 (31,776,047)
Tax Effect (%) 20 20
Tax income / (expense) (3,814,214) 6,355,209
Transactions with associates 7,352,684 (,497109)
Tax effect of exemptions 1,220,253 834,899
Prior year losses deducted 24,612 -
Tax effect of non deductible expenses (23,811) (44,279)
Unused portion of carry forward tax losses (5,715,463) (242,374)
Other (514,912) (51,589)
Current year income tax expense (1,470,851) (4,645,243)

NOTE 26 - EARNINGS / (LOSS) PER SHARE

For the years 2016 and 2015, the weighted average number of shares and earnings / loss per share is as follows:

31 December 2016 31 December 2015

Weighted average number of outstanding shares ¢ 270,000,000 247500,000
Net profit / (loss) of shareholders 18,006,308 (36,421,614)
Earnings / (loss) per share 0.0667 (0.1472)

@ As of 24 June 2015, Group has increased its share capital from TL 225,000,000 to TL 270,000,000 by transferring from retained
earnings. Weighted average of share was calculated according to changing of number of shares during the year.
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TURCAS PETROL A.S.
CONVENIENCE TRANSLATION INTO ENGLISH OF
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2016
(AMOUNTS EXPRESSED IN TURKISH LIRA (“TRY”) UNLESS OTHERWISE INDICATED.)

Total compensation provided to key management personnel during the years ended 31 December 2016 and 2015 is
as follows:

1 January - 1 January -
31 December 2016 31 December 2015

Salaries and other short term benefits 3,745,777 4,534,350

The Group did not provide key management with post-employment benefits, benefits due to outplacement, share-
based payment and other long-term benefits in 2016 and 2015.

NOTE 28 - FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT
(a) Capital risk management

The Group manages its capital to ensure that entities in the Group will be able to continue as a going concern while
maximizing the return to stakeholders through the optimization of the debt and equity balance.

The capital structure of the Group consists of debt, which includes the borrowings, cash and cash equivalents and
equity attributable to equity holders of the parent, comprising issued capital, reserves and retained earnings.

The management of the Group considers the cost of capital and the risks associated with each class of capital.
The management of the Group aims to balance its overall capital structure through the payment of dividends, new
share issues and the issue of new debt or the redemption of existing debt.

The Group controls its capital using the net debt/total capital ratio. This ratio is the calculated as net debt divided

by the total capital amount. Net debt is calculated as total liability amount (comprises of financial liabilities, leasing
and trade payables as presented in the balance sheet) less cash and cash equivalents. Total capital is calculated as
shareholders’ equity plus the net debt amount as presented in the balance sheet.

As of 31 December 2016 and 2015 net debt/total capital ratio is as follows:

31 December 2016 31 December 2015

Total liabilities 511,444,350 430,540,029
Cash and cash equivalents (Note 4) (143,318,772) (168,562,550)
Net debt 368,125,578 261,977,479
Total equity 640,567,302 633,422,364
Total capital 1,008,692,880 895,399,843
Net debt / total capital ratio 36% 29%

The Group’s overall strategy is not different from previous period.

(b) Financial risk factors

The Group’s activities expose it to a variety of financial risks: market risk (including currency risk, fair value
interest rate risk, cash flow interest rate risk and price risk), credit risk and liquidity risk. The group’s overall risk
management programme focuses on the unpredictability of financial markets and seeks to minimize potential
adverse effects on the Group’s financial performance.

Credit risk management

Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in financial loss

to the Group. The Group has adopted a policy of only dealing with creditworthy counterparties and obtaining
sufficient collateral where appropriate, as a means of mitigating the risk of financial loss from defaults.
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As of 31 December 2016, there were no trade receivables (31 December 2015: None) past due but not impaired. As
a result of the sectoral conditions and dynamics, the Group does not consider any collection risk for the overdue
receivables which are up to 60 days. For the receivables which the Group could not collect in 60 days, the Group
has guarantees like mortgage and does not consider any collection risk.

As of 31 December 2016, trade receivables of TL 685,411 (31 December 2015: TL 685,411) were assessed as impaired.
This provision is determined as the past experience of the Group on not to being able to collect.

The aging of the past due receivables is as follows:

Receivables

31 December 2016 Trade receivables Other receivables
Past due 1-5 years - -
Past due more than 5 years 685,411 -

685,41 -

Receivables

31 December 2015 Trade receivables Other receivables
Past due 1-5 years - -
Past due more than 5 years 685,411 -

685,41 -

Liquidity risk management

The group manages its liquidity risk by monitoring the expected and actual cash flow statements and matching
financial assets and liabilities to keep to flow of necessary funds and debt reserves.

Liquidity risk tables

Careful liquidity risk management shows the ability to keep the right amount of cash, the usability of loan
transactions and fund resources and the power of closing market positions.

The current and future loans’ funding risk is managed by making the accessibility to adequate and high quality loan
suppliers permanently.
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The table below shows the due dates of the non-derivative financial liabilities of The Group. Interests of future
periods’ liabilities have been distributed to the due dates below and the said interests have been shown in the
corrections column in order to have reconciliation with the balance sheet values.

31 December 2016

Total
Contractual
Contractual maturity Carrying cash flow Less than 3-12 Months More than 5
analysis value -1-1-1v) 3 Months (1) 1-5 Years (ll) Years (IV)
Non-derivative financial
liabilities
Financial borrowings 503,495,528 576,690,081 1,194,551 102,580,933 340,590,998 132,323,599
Trade payables 3,522,888 3,522,888 3,522,888 - - -
Total liabilities 507,018,416 580,212,969 4,717,439 102,580,933 340,590,998 132,323,599
31 December 2015
Total
Contractual
Contractual maturity Carrying cash flow Less than  3-12 Months More than 5
analysis value A-11-11-1\V) 3 Months {y 1-5 Years (D) Years (1V)
Non-derivative financial
liabilities
Financial borrowings 424,807,593 444,680,859 61,440 80,371,574 257,204,036 107,043,809
Trade payables 497,460 497460 497,460 - - -
Total liabilities 425,305,053 445178,319 558,900 80,371,574 257,204,036 107,043,809

Market risk management

The Group’s activities expose it primarily to the financial risks of changes in foreign currency exchange rates.

Market risk exposures of the Group are measured using sensitivity analysis.

There has been no change to the Group’s exposure to market risks or the manner in which it manages and

measures the risk.

(i) Foreign currency risk management

Foreign currency transactions cause foreign currency risk.

The Group has foreign currency risk, due to the fluctuations in exchange rates used in foreign currency
transactions. The foreign currency risk arises from future trade transactions and the difference between recorded
assets and liabilities. Under such circumstances, the group controls this risk by netting off the foreign currency
assets and liabilities. The management analyzes the Group’s foreign currency position and takes necessary
precautions when needed.
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The Group is primarily exposed to risks from USD and EUR. other currencies’ effects are immaterial.

31 December 2016

TL Equivalent

(Functional

currency) usD EUR Other
1- Trade receivables - - - _
2a- Monetary financial assets 130,247,501 35,021,389 1,885,133 1,665
2b- Non-monetary financial assets - - - -
3- Other 3,869,421 196,921 856,200 -
4- Current assets (1+2+3) 134,116,922 35,218,310 2,741,333 1,665
5- Trade receivables - - - -
6a- Monetary financial assets - - - -
6b- Non-monetary financial assets - - - -
7- Other - - - -
8- Non-current assets (5+6+7) - - - -
9- Total Assets (4+8) 134,116,922 35,218,310 2,741,333 1,665
10- Trade payables 2,306,659 655,450 - -
11- Financial liabilities 99,507,091 6,586,001 20,574,581 -
12a-Other monetary liabilities - - - -
12b-Other non-monetary liabilities - - - -
13- Current Liabilities (10+11+12) 101,813,750 7,241,451 20,574,581 -
14- Trade payables - - - _
15- Financial liabilities 403,988,437 35,034,468 75,661,106 -
16a-Other monetary liabilities - - - -
16b-Other non-monetary liabilities - - - -
17- Non-current liabilities (14+15+16) 403,988,437 35,034,468 75,661,106 -
18- Total liabilities (13+17) 505,802,187 42,275,919 96,235,687 -
19- Net asset / liability position of off-balance sheet
derivatives (19a-19b) - - - -
19a-Off-balance sheet foreign
currency derivative assets - - - -
19b-Off-balance sheet foreign
currency derivative liabilities - - - -
20- Net foreign currency asset liability position (9-
18+19) (371,685,265) (7,057,609) (93,494,354) 1,665
21- Net foreign currency asset / liability position of
(1+2a+5+6a+10+11-12a-14+15-16a) (171,927,186) 7,228,372 (53,201,392) 1,665

22- Fair value of foreign currency hedged financial
assets

23- Hedged foreign currency assets

24- Hedged foreign currency liabilities

25- Exports

26- Imports
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31 December 2015

TL Equivalent
(Functional
currency)

uUsD

EUR

1- Trade receivables

2a- Monetary financial assets

2b- Non-monetary financial assets

148,276,776

44,701,198

5,760,187

3- Other

4- Current assets (1+2+3)

148,276,776

44,701,198

5,760,187

5- Trade receivables

6a- Monetary financial assets

6b- Non-monetary financial assets

7- Other

8- Non-current assets (5+6+7)

9- Total Assets (4+8)

148,276,776

44,701,198

5,760,187

10- Trade payables

11- Financial liabilities

78,299,317

7,321,448

17,941,678

12a-Other monetary liabilities

12b-Other non-monetary liabilities

13- Current Liabilities (10+11+12)

78,299,317

7,321,448

17,941,678

14- Trade payables

15- Financial liabilities

16a-Other monetary liabilities

346,508,276

29,267,219

82,266,778

16b-Other non-monetary liabilities

17- Non-current liabilities (14+15+16)

346,508,276

29,267,219

82,266,778

18- Total liabilities (13+17)

424,807,593

36,588,667

100,208,456

19- Net asset / liability position of off-balance sheet
derivatives (19a-19b)

19a-Off-balance sheet foreign

currency derivative assets

19b-Off-balance sheet foreign

currency derivative liabilities

20- Net foreign currency asset liability position
(9-18+19)

(276,530,817)

8,112,531

(94,448,269)

21- Net foreign currency asset / liability position of
(1+2a+5+6a+10+11-12a-14+15-16a)

(276,530,817)

8,112,531

(94,448,269)

22- Fair value of foreign currency hedged
financial assets

23- Hedged foreign currency assets

24- Hedged foreign currency liabilities

25- Exports

26- Imports
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Foreign currency sensitivity

31 December 2016
Gain/Loss Equity
Appreciation of Devaluation of Appreciation of Devaluation of
foreign currency foreign currency foreign currency foreign currency

+/-10% fluctuation of USD rate

1- USD net asset / liability 2,543,809 (2,543,809) - -
2- Hedged from USD risk (-) - _ _ N

3- USD net effect (1+2) 2,543,809 (2,543,809) - -

+/-10% fluctuation of EUR rate

4- EUR net asset / liability (19,737184) 19,737184 - -
5- Hedged from EUR risk (-) - - - -

6- EUR net effect (4+5) (19,737,184) 19,737,184 - -

TOTAL (3+6) (17,193,375) 17,193,375 - -
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31 December 2015
Gain/Loss Equity
Appreciation of Devaluation of Appreciation of Devaluation of
foreign currency foreign currency foreign currency  foreign currency

+/-10% fluctuation of USD rate

1- USD net asset / liability 2,358,800 (2,358,800) - -
2- Hedged from USD risk (-) - - - _

3- USD net effect (1+2) 2,358,800 (2,358,800) - -

+/-10% fluctuation of EUR rate

4- EUR net asset / liability (30,011,882) 30,011,882 - -
5- Hedged from EUR risk (-) - - i _

6- EUR net effect (4+5) (30,011,882) 30,011,882 - -

TOTAL (3+6) (27,653,082) 27,653,082 - -

(ii) Interest risk management

Financial liabilities expose the Group to interest rate risk. This interest rate risk is managed by natural precautions
which are formed by balancing the assets and liabilities that have interest rate sensitivity.
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Interest rate sensitivity

The financial instruments that are sensitive to interest rate are as follows:

31 December 2016 31 December 2015

Fixed interest rate financial instruments

Cash and cash equivalents (Note 4) 143,145,290 168,246,350

Held to maturity financial assets (Note 5) - 10,368,039

Fixed interest rate financial instruments

Financial liabilities (Note 6) 39,462,675 16,937,433

Floating interest rate financial instruments

Financial liabilities (Note 6) 464,032,853 407,870,160

The Group analyses its interest rate exposure on a dynamic basis. Various scenarios are simulated. Based on the
simulations performed, if interest rates of borrowings with floating rates had been 1 basis points higher / lower with
all other variables held constant, post tax profit of the Group would be TL 4, 640,329 lower / higher. (2015: TL 7,
7,633,525 lower / higher).
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NOTE 29 - FINANCIAL INSTRUMENTS

Fair value of financial instruments

Fair value is the amount at which a financial instrument could be exchanged in a current transaction between
willing parties, other than in a forced sale or liquidation, and is best evidenced by a quoted market price, if one
exists.

The estimated fair values of financial instruments have been determined by the Group, using available market
information and appropriate valuation methodologies. However, judgment is necessarily required to interpret
market data to estimate the fair value. Accordingly, the estimates presented herein are not necessarily indicative of

the amounts the Group could realise in a current market exchange.

Following methods and assumptions were used to estimate the fair value of the financial instruments for which is
practicable to estimate fair value:

Financial Assets

The fair values of trade receivables denominated in foreign currencies, which are translated at
period-end exchange rates, are considered to be the approximate carrying values.

The carrying values of cash and cash equivalents are estimated to be their fair values since they are short term.

The carrying values of trade receivables along with the related allowances for uncollectibility are estimated to be
their fair values since they are short term.

The fair values of financial assets along with the related allowances for impairment are estimated to be their
carrying values.
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Financial Liabilities
The fair values of short-term financial liabilities are estimated to be their carrying values since they are short term.

The fair values of long term credits denominated in foreign currencies, which have floating interest rates, are
considered to be the approximate carrying values.

Liabilities for employee benefits are booked by their discounted values.

Fair Value Estimation

The disclosure of fair value measurements by level of the fair value measurement hierarchy is as follows:
Level 1. Quoted prices in active markets for identical assets or liabilities

Level 2: Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either
directly or indirectly.

Level 3: Inputs for the asset or liability that are not based on observable market data.

The carrying values of trade receivables along with the related allowances for uncollectibility are estimated to be
their fair values.

The fair values of certain financial assets carried at cost, including cash and amounts due from banks are
considered to approximate to their respective carrying values due to their short-term nature.

Trade receivables and payables are valued at amortized cost using the effective interest method. Trade receivables
and payables are considered to approximate fair values.
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NOTE 30 - BUSINESS COMBINATIONS

The Company has purchased shares, owned by BM Muhendislik ve insaat A.S in Turcas Kuyucak Jeotermal Elektrik
Uretim A.S., at a ratio of 46% on 30 May 2016. Fair value of identifiable assets on acquisition date has been
calculated as follows through being considered in scope of TFRS 3;

Cash and cash equivalents 4,752,763
Tangible assets 1,787,712
Intangible assets 56,808,562
Other assets 12,280,256
Liabilities (42,921,282)
Net assets acquired 42,708,011
Amount of equity purchase 37,770,904
Negative goodwill arising from purchase 4,937107

NOTE 31 - SUBSEQUENT EVENTS

As disclosed in Turcas Petrol A.S'’s public disclosure dated 19 Decemlber 2016, with an aim to improve effective
management of the Company’s subsidiaries portfolio, it had been resolved to take over Turcas Enerji Holding A.S.’s
(98.67% direct shareholder of Turcas Elektrik Uretim A.S. (“TEUAS”) and Turcas Petrol A.S.’s 99.99% subsidiary)
and real persons’ 195.360.019 lot shares in TEUAS, subject to the approval of regulatory bodies and pre-approval of
TEUAS's financing corporations.

On 20 January 2017, again with an aim to effectively manage subsidiaries portfolio and financial resources within
the group and enhance resource optimization, Board of Directors of Turcas Petrol A.S. resolved to merge with
TEUAS whereby all of its assets and liabilities shall be transferred to our Company following the acquisition of
TEUAS shares, subject to the approval of regulatory bodies & financing companies. In this regard, it has been
resolved to carry out necessary transactions in accordance with Turkish Commercial Code, Capital Markets Law
and related legislation.

More effective and active hedging mechanism is aimed with this merger transaction via reclassification of foreign
currency denominated long term investment loans within the group under the same balance sheet of the Company,
which has foreign currency denominated revenues.

On 03 March 2017, Corporate Governance Rating Score of the Company has been increased to 9.48 from 9.35 (out
of 10) by Kobirate Uluslararasi Kredi Derecelendirme ve Kurumsal Yonetim Hizmetleri A.S. (Kobirate), following
annual performance appraisal measuring compliance with Corporate Governance Principles published by Capital
Markets Board. Accordingly, Turcas Petrol A.S. (“Turcas”) ranks 9th out of 49 listed companies in Borsa istanbul
Corporate Governance Index (previous ranking: 17th). As of 3 March 2017, Turcas has the highest corporate
governance rating score among energy companies in Corporate Governance Index.
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