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PINAR SU SANAYi VE TiCARET A.S.
CORPORATE GOVERNANCE PRINCIPLES
COMPLIANCE REPORT

PART | - STATEMENT OF COMPLIANCE WITH CORPORATE GOVERNANCE PRINCIPLES

a) During the operating period ended 31 December 2017, PINAR SU SANAY| VE TICARET A.S. (“the Company”) achieved compliance
with the entirety of the mandatory articles of the Corporate Governance Principles appended to the “Communiqué No: [1.17.1 on
Corporate Governance (" the Communiqué”) issued by the Capital Markets Board of Turkey (CMB).

b) Our Company spends maximum effort to achieve full compliance also with the non-compulsory Corporate Governance Principles.
Justifications for currently non-implemented non-compulsory principles are presented herein below, and it is considered that the
said matters do not lead to any major conflicts of interest under the current circumstances.

It maintains its position for the principles numbered 1.3.11 as their implementation is non-compulsory.

While the Company intends to achieve full alignment with the principles numbered 2.1.2, the hardships in practice create obstacles
against full compliance

Alignment with the principles numbered 1.5.2 and 4.6.5 cannot be realized due to the fact that these principles do not fully coincide
with the market and the Company’s existing structure.

Under the corporate governance compliance works of our Company in 2017, assessment of Board of Directors regarding
committees were Included in annual report of 2016, and the coverage of director’s responsibility insurance was expanded to exceed
25% of the Company capital.

Our Company will continue to monitor the changes in legislation and implementations regarding compliance with the principles and
to carry out the necessary work also in the future.

PART Il - SHAREHOLDERS

2.1. Investor Relations Department
The investor relations department handling communication with the investors has been set up at the Company pursuant to Article
11 of the Communiqué. Investor Relations Department reports to the Company’s General Manager, Hiseyin Karamehmetoglu.

Contact information for Investor Relations Department is presented below:

Head of the Investor Relations Department: Onur Oztiirk (holds Corporate Management Rating License)
Investor Relations Department Officer: Didem Ozegrilmez

Phone: 0 232 495 00 00

Fax: 0232 489 17 89

E-posta: investorrelations@pinarsu.com.tr

The Investor Relations Department is mainly charged with the following:

* Ensure that records of correspondence by and between the investors and the Company, and of other information and documents
are maintained in a reliable, secure and up-to-date manner,

» Respond to shareholders’ written requests for information about the Company,

* Prepare the documents related to the general assembly meetings, which need to be made available for the information of, and
review by, shareholders, and take necessary steps to make sure that the general assembly meetings are carried out in accordance
with the applicable legislation, the Company's articles of incorporation and other bylaws,

* Supervise and monitor that obligations arising out of the capital market legislation are fulfilled, including all aspects of corporate
governance and public disclosure,

 Ensure that investor relations activities are properly conducted.

Having obtained the views of other units when necessary and in coordination with such units, the Investor Relations Department is
responsible for providing shareholders and potential investors with information about the Company's activities, financial standing,
and strategies, with the stipulations that it may not divulge any information which is confidential and/or in the nature of a trade
secret and that it must not do so in any way that might lead to information asymmetry and for managing communication moving on
both directions between shareholders and Company managers.
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During the reporting period, the Unit held one-on-one contacts with nearly 50 investors, and responded to more than 50 queries by
phone or e-mail. Domestic and foreign analysts were contacted who continue their researches about our Company. The website
and investor presentations have been updated regularly to make sure that up-to-date information is made available to the investors
at all times. Maximum attention is paid to achieving compliance with the legislation in fulfilling investor requests

2.2. Use of Shareholders’ Rights to Obtain Information

The fundamental principle in shareholders exercising their right to obtain information is that there should be no discrimination
among shareholders. All information and documents that shareholders may need to exercise their shareholders'’ rights in a sound
manner are made equally available to all shareholders on the Company’s corporate website. During 2017, utmost care was paid,
under the supervision of the “Investor Relations Department”, to respond to requests for information received from shareholders
within the framework of the requirements of capital market laws and regulations and without delay.

Such requests for information are generally about such issues as general assembly meeting dates, information on financial
statements that are disclosed, developments in the sector and profit distribution. All requests for information, except in the case

of information that was in the nature of a trade secret and information that it was deemed to be in the Company’s interest to keep
confidential, were responded to without making any distinctions among shareholders and in line with any statements that may
previously have been made within the framework of capital market laws and regulations. Information and disclosures that might
affect the exercise of shareholders’ rights are announced in the “Investor Relations” section on the Company website, and there
have been no information or disclosures during the reporting period, other than those disclosed under the Capital Market legislation.
While the request to have a special auditor appointed is not an individual right provided for under the Company’s articles of
incorporation, no such request was received during 2017.

2.3. General Assembly Meetings

Pursuant to "Article 20 - Meeting Quorum” of the Company’s articles of incorporation, the quorum requirements at annual and
extraordinary General Assembly meetings are subject to the provisions of the Capital Market Law and of the Turkish Commercial
Code.

Within 2017, on March 30, 2017, 2016 ordinary general assembly meeting took place at Pinar Sut Plant located at Kemalpasa Asfalti
No: 317 Pinarbasi/iZMIR. At the 2016 ordinary general assembly meeting, 67.71% of the Company's capital was represented. During
the meeting, shareholders electronically or physically attending the meeting or their proxies expressed their comments and wishes.
Shareholders did not propose any agenda items during the said General Assembly meeting, either.

No media members attended the meeting. In addition to shareholders, representatives of the independent auditors were also sent
written invitations to attend the meetings. Invitations to the general assembly meeting were made by the Board of Directors.

The Company's General Assembly meeting announcements were promulgated under “Article 23 - Announcements” of the
Company's articles of incorporation, and in accordance with the relevant provisions of the Turkish Commercial Code and with other
regulations, communiqués, Capital Markets Board requirements to be published under the said Code, as well as other applicable
legislation. The meeting announcement was published in the Turkish Trade Registry Gazette minimum 21 days (excluding the
dates of the meeting and announcement) in advance. The meeting announcement was also published on the corporate website,
and shareholders whose addresses were on record with the Company were sent letters in which they were informed about the
meeting date, location, and agenda. Prior to the general assembly meeting, the meeting date, place and agenda, the information that
the Informational Document regarding the agenda is posted on the website, and the profit distribution proposal to be submitted by
the Board of Directors to the general assembly were publicly disclosed in material event disclosures. The Informational Document
drawn up for 2016 Ordinary General Assembly meeting covered detailed descriptions about each general meeting agenda item, as
well as all the explanations, information and documents required by the legislation.

The Company’s annual report and the informational document for the general assembly meeting were made available for
shareholders’ information at the Company headquarters and on its corporate website as of 21 days before the General Assembly
Meeting date. To facilitate attendance to the Company's general assembly, shuttle buses were provided for transportation to the
address of the General Assembly. During the general assembly meeting, issues on the agenda were explained impartially and in
detail so as to be clear and intelligible. Shareholders were given equal opportunities to express their thoughts and to ask questions,
and a healthy climate of debate was created.

Minutes of General Assembly meetings are kept available for shareholders at all times at the Company headquarters. In addition,
the minutes of the Company’s General Assembly meetings for the past 12 years are also accessible in the Investor Relations section
of the Company website at www.pinar.com.tr.
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At the Company’'s General Assembly meetings, information was presented to the shareholders on the amount and recipients of
the donations and grants made during the reporting period. This matter was addressed as a separate agenda item. An upper limit
was set for the donations to be made during 2017 at the meeting. The Donations Policy was approved by 2015 Ordinary General
Assembly.

2.4. Voting Rights and Minority Rights

There are no special voting rights. The Company's articles of incorporation contain no provisions preventing non-shareholders to
vote by proxy as an appointed representative. Without prejudice to the special provisions of the relevant legislation and articles of
incorporation, voting is conducted through open ballot and by raising hands during the General Assembly meeting. Upon request by
shareholders, the voting procedure will be determined by the General Assembly meeting. There are no other companies in which
the Company has a cross-ownership.

Minority rights are not represented on the Board of Directors. The articles of incorporation do not set minority rights to be less than
one twentieth of the capital.

2.5. Dividend Rights

There are no privileges with respect to participating in the Company's profit. The Company’s annually reviewed policy for profit
distribution is to pay out cash dividends and/or bonus shares corresponding to minimum 20% of the distributable profit for

the period, which is calculated in accordance with the capital market regulations and other applicable legislation, taking into
consideration the economic conjuncture, market projections, the Company’s long-term strategies and long-term investment and
financing policies, the Company’s financial position, profitability and cash position, to the extent allowed by relevant regulations and
finances. Unless decided otherwise on profit distribution in the relevant general assembly meeting, the profit distribution is intended
to be realized in May of the year of the relevant general assembly meeting, the latest, and the date of profit distribution is decided by
the General Assembly. General Assembly or Board of Directors (if authorized) may decide on distribution of dividends in installments
in accordance with the Capital Market Regulations. The Company'’s Articles of Incorporation permit distribution of advances on
dividends, and the Board of Directors may decide to distribute advances on dividends restricted to the relevant fiscal year, provided
that it is authorized by the General Assembly of Shareholders and in accordance with the Capital Markets Regulations.

The Company'’s Dividend Policy for 2013 and thereafter, which was formulated in line with the capital market legislation, has
been laid down for approval at the 2013 Annual General Assembly Meeting and publicly disclosed. Our Dividend Policy is publicly
disclosed also via our website.

Due to the fact that the Company’'s 2016 operations resulted in loss, no profit will be distributed.

2.6. Transfer of Shares
Transfer of shares is subject to the relevant provision of the Turkish Commercial Code (TCC).

PART lll - PUBLIC DISCLOSURES AND TRANSPARENCY

3.1. Corporate Web Site and Its Content

The Company'’s corporate website (www.pinar.com.tr) contains all the matters as required by Corporate Governance Principles.
The Company’s website is available in both Turkish and English. The Company continuously improves and upgrades the services
provided by its website, which is actively used.

3.2. Annual Report

The Company's annual reports contain all the information specified in the Corporate Governance Principles; however, remuneration
of the board of directors and senior executives and other benefits provided to them individually are disclosed not individually but as
a cumulative amount.

PART IV - STAKEHOLDERS

4.1. Informing Stakeholders
Stakeholders are kept informed about all matters concerning the Company other than those which are considered a trade secret
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through CMB material disclosures within the framework of CMB regulations, Turkish Commercial Code, Competition Law, Tax Laws,
and Turkish Code of Obligations.

Stakeholders are able to convey any transaction they consider to be illegitimate or unethical to the Corporate Governance
Committee or the Audit Committee via Yasar Group Ethics Committee. The Audit Committee reviews the complains received
regarding the Company’s accounting and internal control system and independent audit, and handles the notifications of Company
employees in relation to the Company’s accounting and independent audit, observing the confidentiality principle. Furthermore,
the communication mechanism is established with the Corporate Governance Committee and the Audit Committee also via the
processes that provide stakeholder participation in management as discussed under Article 4.2 herein below.

4.2, Stakeholders’ Participation in the Company’s Management

Stakeholders participate in management through consideration of suggestions and proposals that will help with development

in any matter concerning the Company’s activities, which are received at the general assembly meetings or through various
communication means. For the purpose of securing customer satisfaction with the services rendered by our Company, job
descriptions have been spelled out for all employees and related guidelines were formulated and made available for the information
of our employees. Our customers and consumers can communicate their requests and complaints, if any, about the Company’s
services to any level at the Company and they can also convey the same online to our Company. Pinar Su facilitates the access of of
customers anywhere in Turkey through its web site renewed in 2017 and a single and easy-to-remember Pinar Su Order Line (444
99 00) that can be dialed from all over the country.

To guarantee customer satisfaction, the feedbacks received through Pinar Contact Center, our dealers, customer satisfaction
surveys and other channels are evaluated by the Marketing, Total Quality and Production departments, and constant improvements
are carried out. Dealer surveys are administered every year with our dealers, who are also our customers, and their problems, if
any, are evaluated by the Sales, Marketing and Total Quality departments upon which improvements are made. In order to maximize
the quality of the service given to customers and consumers, Pinar Su audits and grades its wide web of dealers via the quality
departments within the Company over certification, legal obligations, storage, dispatching standards, and supports dealers with
briefings and trainings when necessary. Furthermore, information is exchanged regarding Company visits, and efforts are spent to
improve our quality and costs. Dealer meetings organized by the Company serve as a tool to convey the opinions and feedback of
dealers that have a direct business relationship with the Company to the senior management.

To seek the employees’ opinions about various topics, Employee Opinion Surveys are consulted, and the activities to further
employee satisfaction and loyalty are carried out on the basis of action plans designed according to survey outcomes.

4.3. Human Resources Policy

The fundamental mission of the Company’s human resources policy is to ensure the management of human resources who are
innovative, who are committed to the principle of total quality, and who contribute towards the Company’s competitive advantage by
easily adapting to change and development at the Company. The Company did not receive any complaints about discrimination as of
2017.

Company's basic human resources policies are set forth clearly in the Company’'s Personnel Regulations, which are issued to all
noncontract employees against their individual signature. In addition to basic policies, these regulations also contain information
about working hours, hiring principles and processes, termination, and discipline. Job descriptions are devised for all of the
Company employees. Performance and rewarding criteria for the white-collar employees are disclosed.

Basic policies:

a) Staffing at the Company is determined according to the criteria of business economics. All employees agree that honorable
employment is only possible through productive work.

b) The Company conducts intramural and extramural training programs within the framework of plans that are devised for each
level in order to ensure the progression of its employees

¢) The Company is mindful of equality of opportunity in all promotions and appointments throughout its organization. As a matter of
principle, appointments are made from among the Company’s own personnel.

d) By means of a career planning system in which progression plans are implemented, employees who have potential are provided
with the broadest possible opportunities for advancement.

e) Employees’ performance is evaluated on the basis of their fulfillment of targets and their competencies.

f) Job descriptions and performance standards are documented for positions at every level from the highest to the lowest and these
serve as the basis for employee evaluations.

g) Employee Opinion Surveys are conducted once in two years, seeking employees’ views about the working environment,
development and career, salaries and fringe benefits, job satisfaction, managers, engagement, corporate reputation, corporate
structure and management policies. Improvements are made in line with the feedback that is received in this way.

h) A safe workplace and safe working conditions are a matter to which the Company gives great importance. Under the Company's
occupational health and safety regulations, all legally mandated measures are taken to prevent occupational risks, ensure health
and safety, and eliminate risk and accident factors. An ongoing effort to make improvements is carried out through regularly
conducted safety meetings.

i) Our management style is “... [to] maintain our existence as a Company that acts fully respectful of the laws and ethical rules, and
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embrace total quality philosophy and participatory management.”

j) An essential principle at the Company is that all employees will be treated equally and without making any discrimination among
them with respect to language, race, color, sex, political beliefs or philosophy, creed, religion, sect, or similar reasons. Due measures
have been taken to protect this fundamental constitutional right of employees.

There are no unionized workers at the Company.

All employees are kept informed about Company procedures, organizational changes, changes in rights and benefits, and other
practices and decisions that may affect them by means of regulations and announcements prepared within the framework of the
Company's prescribed announcement regulations as well as via the Company intranet and bulletin boards.

4.4. Rules of Ethics and Social Responsibility

In order to fulfill its responsibilities related to public health and the nature, Pinar Su has made it a principle to continually oversee
and improve its environmental performance, while integrating with its manufacturers, suppliers and employees in the conduct of its
production activities. The Company has been awarded ISO 14000 Environmental Management System Certification. Ongoing efforts
are made to keep the environmental impact of the Company’s operations remain within prescribed standards and that wastes are
disposed of without causing environmental harm. Noise, fume, and other emission-related parameters are measured at regular
intervals. PET, Glass, Cardboard, and other packaging waste is recycled via CEVKO as per the Environment Ministry regulatory
requirements.

Pinar Su generates as much value for society as a whole through the direct and indirect employment opportunities that it creates,
the investments that it undertakes, the goods and services that it purchases, and the taxes that it pays, as it does through the
products it produces. In addition to those, the Company regards the constant support and contribution it extends to the arts,
education, sports and preservation of cultural assets as a vital and integral instrument of its principle of giving back to the
community.

Pinar Children Painting Contest and Pinar Children’'s Theatre; sponsorship to Pinar Karsiyaka Basketball Team, official beverage
sponsorship of Turkish Basketball Association and National Basketball Teams Pinar Newsletter and Yasam Pinarim magazine are
aimed at giving employees and the society an insight into culture, arts, sports and education.

The Company supports education by collaborating with organizations such as Yasar University and Yasar Education and Culture
Foundation.

The Company conducts its activities within the framework of values which are adhered to by Yasar Group companies and whose
approach to the production of goods and services involves compliance with laws and the rules of ethics, concerns itself with
national problems without becoming involved in politics, and values the environment and nature. These values are known to all
Company employees. A summary version of Yasar Group Rules of Ethics is posted on the corporate website.

PART V - BOARD OF DIRECTORS

5.1. Structure and Formation of the Board of Directors
Members of the Company’s Board of Directors:

Name Surname Title Whether or Not Whether or Not Term
Independent Member Executive Member
Emine Feyhan Yasar Chairperson Not Independent Member Not Executive 1 year
[dil Yigitbasi Vice Chairperson Not Independent Member Not Executive 1 year
Mustafa Selim Yasar Member Not Independent Member Not Executive 1 year
Ali Yigit Tavas Independent Member Independent Member Not Executive 1 year
Kemal Semerciler Independent Member Independent Member Not Executive 1 year
Yilmaz Gokoglu Member Not Independent Member Not Executive 1 year
Cengiz Erol Member Not Independent Member Not Executive 1 year

The office of General Manager of the Company is held by Hiiseyin Karamehmetoglu. The engagement of Company directors in the
activities set forth in Articles 395 and 396 of the Turkish Commercial Code is subject to the approval of the General Assembly of
shareholders. With the exception of those activities, there are no other limitations imposed on what Board directors may do and
external positions held, if any, are stated in their résumés covered in annual reports. Members of the Board of Directors of our
Company, which is affiliated to Yasar Group, may hold seats on the Boards of Directors of other Group companies, and there may
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be various transactions by and between these companies that may be considered under the scope of Article 395/1 of the Turkish
Commercial Code. However, the parties to such transactions are Group companies only, and necessary permissions are obtained at
the General Assembly Meeting of each relevant Company.

The resumes of Board Members are given both in the Company’s annual report and also on the corporate website. In accordance
with the Capital Market legislation, independent Board directors have submitted their declarations of independence to the Corporate
Governance Committee that acts as the Nomination Committee and the declarations were published in the annual report.

Two independent member candidates were presented for 2017 to the Corporate Governance Committee that acts as the Nomination
Committee. The declarations of independence and resumes of these individuals have been discussed in the Corporate Governance
Committee meeting of March 28, 2017 and in the meetings of the Board of Directors, and it has been decided to nominate all of
them as independent members. No situations arose that prejudiced independence as of 2017 operating period. There are 2 women
members on the Board of Directors. Hence, the Company has secured a ratio of not less than 25% with respect to the number of
women members on the Board of Directors.

5.2. Operating Principles of Activity of the Board of Directors

The operating principles of the Board of Directors are spelled out as follows in Article 11 of the Company’s articles of incorporation.
Accordingly;

The Board of Directors shall convene as the Company’s affairs and operations may require. However, the Board must meet at least
monthly.

Board of Directors meetings are convened with a majority of its full membership and decisions are passed with a majority of those
present in the meeting.

The agenda for the Board of Directors meetings are set by the Chairperson of the Board, in consultation with the other Board
directors and the General Manager.

The details of the 2017 activities and operating principles of the Board of Directors are provided below:

During the reporting period, the Board of Directors convened 35 times. The Board of Directors shall convene upon a summons in the
form of a written request made by its chairperson or by any director. Before a meeting, the meeting agenda is sent to the members
and meeting invitation is made. Usually, all members attend the meetings. In 2017 operating period, all decisions were passed with
the unanimous vote of the members present in the meeting. The questions raised during the meetings are not entered into record.
No board directors have preferential voting or veto rights.

5.3. Number, Structure and Independence of the Committees Established under the Board of Directors
The Audit Committee, the Corporate Governance Committee and the Early Detection of Risk Committee have been set up at the
Company.

The Corporate Governance Committee fulfills the duties of the Nomination Committee and the Remuneration Committee. When
performing their activities, the committees under the Board of Directors adhere to the operating principles that are posted also on
the Company website.

The Audit Committee is headed by Ali Yigit Tavas and its other member is Kemal Semerciler. Both members are non-executive and
independent Board directors. The Audit Committee meets at least on a quarterly basis and holds at least four meetings in one year.
Within the scope of the Committee’s activities, information has been obtained on operations and internal control systems from
Company executives and findings related to the audit from independent auditors. The Committee supervises the accounting system
of the partnership, public disclosure of financial data, independent audit and operation and effectiveness of internal control system;
oversees the selection of the independent audit provider, start of independent audit process and works of the independent audit
provider; notifies the Board of Directors on integrity and accuracy of the annual and interim financial tables which will be publicly
disclosed.

Corporate Governance Committee Chairperson is non-executive Independent Board Member Ali Yigit Tavas, Committee Members
are nonexecutive Board Members Yilmaz Gokoglu, Cengiz Erol and Investor Relations Department Manager is Onur Oztiirk.
Corporate Governance Committee meets at least four times a year, held at least on a quarterly basis. The Corporate Governance
Committee establishes whether the Corporate Governance Principles are implemented at the Company, the grounds for non-
implementation, if applicable, and the conflicts of interest arising from failure to fully comply with these principles. The Committee
proposes improvement actions to the Board of Directors. Corporate Governance Committee oversees the activities of the Investor
Relations Department.

Within the scope of the duties of the Nomination Committee, the Corporate Governance Committee works to create a transparent
system to deal with the matters of identifying, evaluating, training, and rewarding candidates suitable for board membership and
to establish policies and strategies applicable to that system. In addition, the Committee evaluates the nominations for independent
Board membership including the management and shareholders, taking into consideration whether the candidate bears the
independence criteria or not, and presents its relevant assessment to the Board of Directors for approval in a report.



PINAR SU 2017 ANNUAL REPORT

PINAR SU SANAYi VE TiCARET A.S.
CORPORATE GOVERNANCE PRINCIPLES
COMPLIANCE REPORT

Within the scope of the duties of the Remuneration Committee, the Corporate Governance Committee determines the offers of
Board Members and senior executives considering long term targets of the Company.

The Early Detection of Risk Committee is responsible for early detecting the risks that may endanger the existence, development
and survival of the Company, implementing necessary measures for the identified risks, and managing the risks. The Committee
is headed by Kemal Semerciler, a non-executive Independent Board Member, and its members are non-executive Board Members
Yilmaz Gokoglu and Cengiz Erol.

According to the Corporate Governance Principles, all members of the Audit Committee and and the heads of Early Detection of Risk
Committee and Corporate Governance Committee must be independent Board members. The Manager of the Investor Relations
Department was assigned as a member to the Corporate Governance Committee. Since there are two independent members on the
Company's Board of Directors, the same member serves on more than one committee under the Board of Directors.

Upon assessment held by Company’s Board of Directors, it was determined that all committees of the Company are created in
accordance with the legislation, activities were effectively conducted in line with working principles created before and published

in the Company's web site, periodically enough number of meetings was held during the year and as a result of such meetings; the
Audit Committee provided efficiency of auditing Company’'s accounting system and financial details and disclosing them to public
and submitted their views, suggestions about this matter to board of directors regularly, that Corporate Audit Committee concluded
determinations on strengthening the compliance to Corporate Management Principles and submitted to board of directors with their
recommendations, that Early Detection of Risk Committee reviewed early warning systems and models for risks and determined
risks.

5.4. Risk Management and Internal Control Mechanism

The Board of Directors essentially supervises risk management and internal control activities through the Early Detection of Risk
Committee. In its fulfillment of these functions, the Early Detection of Risk Committee makes use of the findings of the bodies
performing certification under the Group Audit and Risk Management Coordinator, independent audit and certified accountancy.

5.5. Strategic Targets of the Company

The Board of Directors sets the Corporate Strategy and Goals in line with the Company'’s vision and growth and profitability
expectations. The principles that will steer these strategies are determined by the senior management and the extent at which the
goals are achieved are assessed in the monthly meetings, along with the activities and past performance.

5.6. Financial Benefits

The rights provided to the Board directors are decided at the General Assembly meetings and are publicly disclosed through the
minutes of the meetings issued. The Remuneration Policy that describes the remuneration system and implementations for the
Company's Board Members and executives with administrative responsibility is available on our website. The Company’'s annual
reports do not present the rights provided to senior executives on an individual basis, but state a cumulative amount.

The Company does not lend money, extend credit, or make available loans under the name personal loans via a third party to any of
its directors or executives, nor does it provide guarantee in their favor.





