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Arcelik A.S. plans to cons tute a Supplier Sustainability Index to
monitor the sustainability performances of all its strategic
suppliers and a “Sustainable Supplier” category, by the year 2018,

as well as set a numerical target for the year 2020.

Innovativeness and Superior Technology

Perceiving innovativeness to be one of the most important com-
ponents its corporate culture and sustainability management un-
derstanding, Arcelik A.S. considers the design of innovative and
environmentally friendly products that create di erence among
its primary business priorities. R&D activities, which is one of the
principal cornerstones of the sustainable success Argelik A.$. has
achieved in global markets, are conducted within a large organi-
zational structure composed of 14 R&D centers, of which 10 in
Turkey, and more than 1,300 R&D sta . Argelik R&D, which celeb-
rated the 25th anniversary of its establishment in 2016, has ac-
hieved many successes on both national and international arenas.

Arcelik A.S., the R&D leader and patent champion of Turkey, was
ranked 78th on the list of companies that filed the most internati-
onal patent applications published by World Intellectual Property
Organization (WIPO), thereby achieving the best ranking in the
history both by the Company and Turkey. For the last 10 years,
Arcelik A.S. has been the only Turkish company among the top
200 companies with the most international patent applications at
the World Intellectual Property Organization.

Half of the applications from Turkey registered by the European
Patent Organisation (EPO) were made by Arcelik A.S. In relation
to the ranking based on patent applications made in 2015, Arce-
lik A.S. was deemed worthy of the “Patent League Championship”
and “Company with the Most International Patent Applications”
awards by the Turkish Patent Institute.

In consequence of the performance assessment conducted by
the Ministry of Science, Industry and Technology for R&D Centers
across Turkey by considering various parameters, Arcelik A.S.
was deemed worthy of the Most Successful R&D Center of Turkey
award.

Arcelik A.S. is the company with the most projects in the private
sectors in Turkey with its eight ongoing projects in the Horizon
2020 program, as of 2016.

For the last five years, Arcelik A.S. has been increasing its R&D
expenditures by an average of 15% every year in comparison with
the previous year. Maintaining its progress to expand its internati-
onal R&D network, Argelik A.S. continued its e orts for the launc-
hing of an R&D O ice in the Boston region of the US in 2016, alon-
gside its R&D o ices in Taiwan and UK. In the reporting period, the
R&D Technical Advisory Board workshop was organized for the
fourth time with the participation of 15 world-renowned expert
academicians and entrepreneurs from the USA, Britain, Germany,
South Korea, Taiwan and Turkey.
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With Arcelik Garage that was established on Cayirova Campus, a
creative collaborative work environment was built. With Arcelik
Garage, researchers are encouraged to work with design thinking
techniques, and reduce the time from idea to commercialized pro-
ducts through its digital prototyping infrastructure. Arcelik Gara-
ge hosts many innovation activities such as Ideathon, Makeathon
and Bootcamp etc., which bring together di erent stakeholders
from employees to suppliers, from university students to entrep-
reneurs and enable them to transform their innovative ideas into
products. With the Fast Track activities organized around certa-
in themes at di erent periods throughout the year, researchers
have the opportunity to swiftly prototype their new ideas and pre-
sent their business plans directly to senior management. The ide-
as deemed successful are materialized with the funding support
provided by senior management. Also, the “Free Time” practice is
implemented every two weeks for R&D employees in order to de-
velop the creativity of employees and promote entrepreneurship
within the company.

In the reporting period the Technical Academy program a training
program that will help R&D and production technologies employe-
es acquire the competences of the technologies of the future, was
launched. The trainings, which were planned to form a roadmap
that will encompass employees’ business life by analyzing the
needs of today’s world, are provided by academicians from the
leading universities of Turkey. In the same period, studies for the
establishment of the required ecosystems to increase the created
value added and for developing our expertise in communication
protocols, cloud security, data analytics, robaotics, artificial intel-
ligence, and related fields within the context of the R&D studies
conducted in relation to the concepts of digitalization and the In-
ternet of Things (IoT) were maintained.

You can access detailed information about the collaborations of
Arcelik A.S. in the fields of R&D and innovation and the events
participated during the reporting period at http://www.arcelikas.
com/sayfa/70/Isbirlikleri or on the Argelik A.S. Annual Report un-
der the Investor Relations section of our corporate website.

Q
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The development of technologies allowing all devices to commu-
nicate with each other and easing the life of consumers ranks on
top of the R&D agenda of Arcelik A.S. In relation to smart home
technologies, the mass production of the first Arcelik products
within the context of the Internet of Things was started under the
roof of HomeWhiz in 2016. White goods that meet the new genera-
tion communication requirements under the smart home theme,
new concept products conforming to changing lifestyles, such as
“HerbGarden™” (cultivation) and Cooling Oven, and solutions of in-
tegration with external ecosystems were exhibited on the Grundig
space at the IFA expo, the largest fair organization of the industry.
By cooperating with Google on studies for developing an Android
TV, the first Android TV of Turkey was designed, released to ma-
nufacturing and introduced to the market.

Arcelik A.S. is among the Diamond Members of the Open Commu-
nication Foundation (OCF), which has more than 300 members l
composed by the leading technology companies of the world ai- |
ming for the secure operability of billions of devices, service and
applications from di erent industries.



Products Accessible for Everyone

Innovation is one of the most significant guides for our objective of
creating value added for all our stakeholders. We place emphasis
on the accessibility of our portfolio by everyone, we produce solu-
tions that will facilitate the lives of our disabled consumers with
the innovative products we put forth in result of our intense R&D
studies. We believe that permanent social benefit and change can
be created through the collaborations we realize with public and
nongovernmental institutions.

With the “Accessible Product Project” that we actualized in the
reporting period, we aim for our visually impaired consumed to
be able to use household appliances more comfortably without
anyone’s assistance. The project, which we are conducting in
cooperation with the Turkish Six Point Association of the Blind,
constitutes an important example of social innovation for our in-
dustry. With the Audio Operator’s Manuals and dash panels with
Braille Alphabet that we developed within the scope of the project,
we provide our disabled consumers the opportunity of easy and
comfortable use.
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As part of the first practice within the scope of the project, we pro-
duced easily attachable Braille Alphabet transparent stickers for
products’ buttons, dash panel and remote controls. The stickers,
which can be requested during product installation or supplied
through call centers later, provide a dash panel solution for users
to control products, including washing machines, dishwashers,
ovens, and gas ranges. As part of the Audio Operator’'s Manuals
practice, we ensured the easy access of users to the audio con-
tent uploaded on the website through the QR code included on the
back cover of the operator’'s manuals for products. Also within the
scope of the project, an audio feedback feature was added to pro-
ducts, such as refrigerators and electric vacuums, while access
to the bottom of irons was restricted with a special part added to
irons thereby reducing the risk of harm to the hand.

—>

2

We have designed HomeWhiz, the innovative technology we de-
veloped in the reporting period to enable the control of household
appliances through smart TVs, phones or tablets, to be suitab-
le for the use of disabled consumers. The HomeWhiz app works
compatibly with the accessibility options of smart devices, o e-
ring the possibility of full control over devices with vocal instru-
ctions. Thanks to the application, which reads back the name of
function and the selected setting when touched on any area, pro-
ducts let know when a program is complete with an audio alarm.
Through the app, detailed usage options, such as fabric, program,
cycle, water temperature, preset washing setting selections for
washing machines and temperature settings, function selections,
ice machine controls for refrigerators, can be controlled on smart
devices.
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Responsible Purchasing

We contribute to the economic development of our operational
geography, while ensuring the dissemination of our corporate ci-
tizenship understanding and sustainability approach among our
suppliers and accompanying the sustainable development of our
business partners with our global purchasing operations. We en-
sure the sustainability of our purchasing operations through risk
management processes, supplier audits, communication activi-
ties and local supply practices led by Argelik A.S. Purchasing.

Goals for 2020
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Supplier Sustainability Index

Arcelik A.S. plans to cons tute a Supplier Sustainability Index to
monitor the sustainability performances of all its strategic
suppliers and a “Sustainable Supplier” category, by the year 2018,
as well as set a numerical target for the year 2020.
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Our dynamic purchasing organization, structured in parallel with
our growing production network and operating in our purchasing
0 icesinsevendi erentcountries with 200 sta , constitutes one
of the most important cornerstones ensuring the sustainability of
our business. We manage our purchasing operations in a manner
that will meet our customers’ expectations and provide perma-
nent competitive advantage for our company; we generate value
added for all our stakeholders in our value chain. We monitor all
the elements that could impact our purchasing costs through our
purchasing organization, structured on the basis of categories
to benefit from various expertise, ensuring the most competitive
supply conditions are achieved.

As Arcelik A.S., we are among the first companies to sign the
Corporate Social Responsibility Code of Conduct issued by the
European Committee of Domestic Equipment Manufacturers (CE-
CED). We also abide by the UN Global Compact, of which Ko¢ Group
is a signatory, and act with the awareness of our responsibilities
that arise from the compact with regard to our supply chain. In
2016, we have created Arcelik A.S. Responsible Purchasing Policy
in light of all these international initiatives and agreements. We
put forth our expectations from our suppliers in the issues of le-
gal practices, working conditions, ethical principles, occupational
health and safety, and environment with the policy that was made
accessible to our suppliers and all other stakeholders through our
corporate website (www.arcelikas.com/page/866/Is_Etigi) and
supplier portal (www.supplier.arcelik.com).

In 2014, Arcelik A.S. Purchasing Directorate was assessed accor-
ding to 110 di erent criteria in the main groups of “Leadership
and Organization”, “Strategy”, “People”, “Process and Systems”,
“Performance Evaluation and Management” and was entitled to
receive the Chartered Institute of Purchasing & Supply” (CIPS)
Corporate Certificate held by approximately 130 companies in the
world.

All contracts signed with our suppliers indicate our expectations
and related conditions with reference to Argelik A.S. Responsib-
le Purchasing Policy. Within the scope of the policy, we provide
our suppliers with various trainings and audit their compliance
with the policy through the agency of independent institutions. We
plan corrective actions aimed at nonconformities that emerge in
result of the audits and we monitor actions taken in relation to
these plans through follow-up audits. Arcelik A.S. has the right
to terminate the contract with any supplier or ask the supplier to
terminate the contract with its employees that violate the laws or
act in ways that conflicts with the laws.

In an e ort to communicate more e ectively our expectations in

sustainability areas to our suppliers, we have constituted a busi-
ness conduct e-learning program in 2015. The program, which is
available both in Turkish and English, is o ered to the use of all
our suppliers on our corporate website.

Acting as the key reference for Argelik A.S. to generalize its
responsibility approach that encompasses issues such as bri-
bery, corruption, forced labor, child labor and discrimination th-
roughout its value chain, the Supplier Code of Conduct features
expectations from suppliers under the main titles of legal practi-
ces, working conditions, code of conduct, occupational health and
safety, and environment. During the reporting period 38 suppliers
in total, of which 21 from Turkey and 17 from international ope-
rations, were audited for code of conduct and occupational safety
through the agency of an independent institution.

A reward system aimed at suppliers who succeed at environment

and energy audits is projected to be constituted by the year 2017. |

As a result of the audits, 351 areas open for improvement were
identified in total, while follow-up audits will be conducted for 12
suppliers in light of the critical improvements defined, in 2017.
Areas open for improvement focused mainly on fire prevention
measures and fire exits, measures for employee health and wor-
king hours, while 73% of the nonconformities were dealt with by
the suppliers after the follow-up audits. In the event that child la-
bor, forced labor, or bribery cases are identified during the audits,
collaboration with the supplier is discontinued. During the repor-
ting period, no incidents as such were determined. Audits invol-
ving code of conduct and occupational safety will also continue
in 2017.

All recently engaged supplier companies at Arcelik A.S. make
self-evaluations under the headings of Quality, Environment and
Code of Conduct. In the reporting period, a total of 180 companies
were introduced. Moreover, Environmental, Occupational Health
and Safety, and Code of Conduct issues are evaluated within the
quality audits of our current companies. In the same period, qua-
lity audits were held for 203 suppliers, which constitutes 20% of
our total number of suppliers.

-
Our stakeholders can notify the Purchasing unit about suspicious |

acts or violations of business conduct on part of our suppliers via
purchasing@arcelik.com or by calling the numbers on our corpo-
rate website. The identities of people that report these suspici-
ous acts or violations are kept confidential while no tolerance is
shown against possible punishments or retaliations towards the-
se people.



Supplier Business Transparency
Project (BTP) Program

As of the reporting period, we have completed the ‘Business
Transparency Project’, which we started with the support
the Global Reporting Initiative in 2015. As part of the project
that we actualized in order to enhance the corporate sus-
tainability performance of our suppliers and to ensure that
they reach a level where they can conduct sustainability
reporting practices, we accompanied their reporting pro-
cesses, organizing workshops and trainings aimed at our
suppliers. Within the scope of the project, 12 of our supplier
published their sustainability reports in 2016, thereby
achieving international recognition.

Supplier Summit

We have hosted our suppliers from all
corners of the earth and shared the obje-
ctives and strategies of Arcelik A.S. with
them with the “Global Supplier Summit”
we organized in May 2016. As part of the
summit, we have described their role in
our innovation strategies to our suppliers
and explained how they will take on a more
active role in the issues of design and in-
novation. Also within the scope of the acti-
vity, a total of 20 suppliers, who have ex-
hibited outstanding success in the themes
“Manage the Change, Think of the Future,
Cooperate, Be Growth Oriented” and actua-
lized special projects and successes, were
rewarded.

Supplier Innovation

With the practice we actualized in the re-
porting period, our Purchasing and R&D
units have formed a joint working group to
promote the participation of our suppliers
in innovation and to monitor supplier inno-
vation studies. As part of the practices led
by team, innovation and technology days
were organized for our suppliers to sha-
re their innovative ideas and product ro-
admaps, while collaborations were made
with universities to provide them with
trainings in innovation and to ensure they
profit from the incentives. The working
group plans to create value through joint
projects that will be made in this regard in
the forthcoming period and to materialize
their outputs.

Purchasing Academy

In the reporting period, we have mainta-
ined the Purchasing Academy program,
which we first launched in 2013 in order to
equip Arcelik Purchasing employees with
the knowledge and skills they need and
to enhance their awareness level. Within
the scope of the program we conduct with
the supports of the Chartered Institute of
Procurement and Supply (CIPS), a global
institution specializing in purchasing, and
Ko¢ University, 101 employees in total
from our Turkey and international operati-
ons received training, while 25 employees
completed the program and graduated in
2016.

Supplier Development Studies

Creating an active and synergic supplier
portfolio is one of our prioritized objec-
tives. Through the supplier development
studies, we engage in this direction, we
aim for our suppliers to focus on essen-
tial competitive elements, to reduce their
operational cycle time, and to increase the
production of quality products. We perform
on-site visits to provide technical support
for our suppliers, we o er trainings in va-
rious areas in order to enhance their com-
petences and we actualize collaborations
based on mutual trust and common goal
understanding.

Supplier trainings constitute one of the
most important components of our supp-
lier development studies. In the reporting
period, we 0 ered 41 trainings in the sub-
jects of Gage R&R, SMED, process e icien-
cy, time study, state subsidies, energy ef-
ficiency, quality, production technologies,
and productivity to our suppliers, providing
1,213 person*hour of training to 210 parti-
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cipants. In the same period, we performed
1,020 supplier visits in order to support the
improvement of our suppliers’ infrastruc-
ture and technical competences.

We mutually benefit from the e iciency
projects we conduct in cooperation with
our suppliers, thereby contributing to the
enhancement of their quality performance.
In the reporting period, we carried out 136
projects, of which 51 were aimed at au-
tomation and enhancing labor e iciency,
with 106 suppliers. In the same period, we
rewarded 11 suppliers with performance
awards and 2 suppliers with special awar-
ds, as part of the supplier awarding sys-
tem.

Conflict Minerals Management

As Arcelik A.S., in line with our responsib-
le purchasing principles, we have started
“Conflict Minerals” project during the re-
porting period. With the project, ‘Arcelik
Conflict Minerals Policy’ was formed and
studies were carried out to establish ‘Arce-
lik Conflict Minerals Management System’.
In 2016, the first phase of the project, ma-
terials and components that carry risk with
regards to 3TG were determined. A survey
regarding 3TG use were sent to 100 pilot
suppliers, necessary trainings were given
and responses were requested. Again, wit-
hin the scope of pilot practice, one supplier
was audited on site by an independent or-
ganization.

In the upcoming period, the studies will be
expanded to all Arcelik A.S. suppliers that
carries risk. In 2017, we plan to conduct
on-site audit to four suppliers.
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Sustainable Supply Chain

We aim to extend our sustainable growth understanding to all
the stages of our value chain; we actualize practices to minimize
the environmental and social impacts generated by our warehou-
sing, distribution and export operations. Some of the practices
implemented in this regard during the reporting period are the
following:

We have maintained the “Common Dealer Warehouses” practice,
serving our authorized dealers operating in Turkey that was laun-
ched for the purpose of reducing the distance covered during pro-
duct transportation, thereby minimizing our environmental impa-
cts, in the reporting period. Common Dealer Warehouses, whose
numbers reached 13 with the warehouse we opened in Konya in
the reporting period, also help us o er faster, more flexible and
quality service to consumers.

We continued to extend the “Automatic Loading-Unloading” sys-
tems, which we established between our operation and distributi-
on warehouses and which allow us to shorten loading and unloa-
ding times, hence reducing delivery times, in the reporting period.
By means of the system engaged between Cerkezkdy Operation
Warehouse and Distribution Warehouse in the reporting period,
product transfer cycle time was reduced, ensuring savings in ter-
ms of both cost and labor. With the integration of the system at
Cerkezkdy Warehouse, the product loading and unloading auto-
mation system is now being used at all operation warehouses.

Dynamic Routing practice was also maintained in the reporting
period. Both costs and greenhouse gas emissions generated by
product transportation were reduced through high vehicle fill ra-
tes and optimized route planning.

Also in the reporting period, the consistent rise in the use of ma-
ritime transport for exports was maintained and realized at the
level of 82%. Transportation between plants and ports previously
conducted by land road have been replaced by railway where su-
itable, further reducing emissions generated by these operations.

Equipment and manpower e iciency was increased and environ-
mental impacts generated by product transportation were redu-
ced through the optimization of vehicle occupation rates with the
Central Distribution Warehouse Project that brings 90,000 m2 of
total storage area located in various parts of Istanbul under the
roof of a single campus. By means of the project, customer sa-
tisfaction was enhanced by minimizing supply and service times,
while cost advantages were achieved through the centralization
of maintenance in storage, technical support and reevaluation
operations at a single location.

In the reporting period, the number of electric forklifts used acti-
vely at Supply Chain Directorate Plant and Domestic Distribution
Warehouses was increased by 19% while the number of LPG fork-
lifts was reduced, resulting in the decrease of relevant emission
rates.

Making international transportation operations more secure plays
an important role in the sustainability of our supply chain. In con-
sequence of the external audits conducted in 2014 in this regards,
we have qualified to receive the ISO 28000 Supply Chain Security
Management System Certificate for the finished product storage
and transportation processes for exports. As the first company in
Turkey to obtain accredited I1SO 28000 certification, we continu-
ously improve safety precautions with regard to our employees,
products and brands. In the reporting period, we have success-
fully completed the follow up audits conducted on the Cayirova
Supply Chain Center, Ankara, Beylikdiizl, Bolu, Cayirova, Cerkez-
kdy, Eskisehir, Pelitli Product Warehouses and related campuses,
thereby earning the right to keep the certificate.

Also in the reporting period, the “Export Logistics Control Tower”
(ELCT) portal was launched allowing for the simultaneous moni-
toring of foreign subsidiaries, planned and shipped vehicles and
products. Thanks to the integration of transportation companies in
the system, the instant status of containers can be easily tracked.




Distribution and Authorized Dealer Network

We reach our consumers in all 81 provinces of Turkey with our de-
alers, whose number are nearing 3,000; we are looking for ways
to constantly improve our distribution and authorized dealer pro-
cesses which are absolutely critical to the satisfaction of our con-
sumers. We lend an ear to the expectations of our dealers through
the e ective communication channels we establish, we enhance
their knowledge, skills and competences with training and deve-
lopment programs, and we ensure the development of their per-
formance through our audit practices. By means of our practices
aimed at our distribution and authorized dealer network, we both
accompany their sustainable development and fulfill the require-
ments of our objective constantly increasing the satisfaction level
of our customers.

Through the communication mechanisms we establish for our
dealers, we inform them regarding our practices and campaigns,
policies, strategies, and sustainability approach, as well as obta-
ining feedbacks that will serve to make our processes more e i-
cient by listening to their suggestions, demands and complaints.
In addition to our traditional communication tools, such as circu-
lars and dealer notes, we make use of web-based applications
and we create an opportunity of face to face meeting with dire-
ctor level participation from Argelik A.S. management at Dealer
Meetings, which we organize periodically throughout the year. We
visit all of our dealers once a month through the agency of dealer
managers and once every two months through the agency of re-
gional directors.
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We bring our dealers together with our employees at periodical
intervals through the regional dealer communication groups we
form, where we listen to the experiences of our dealers on the
field and discuss our retail practices. We organize live broadcasts
regarding our policies and practices aimed at our dealers, we car-
ry out the on-site control of practices and campaigns announced
by our sales teams, and we ensure the e ectivity of our sales
network. We bring together employees of our dealers at motivati-
onal events called “Employees’ Night” and we ensure their parti-
cipation in various activities. Successful store employees are mo-
nitored and rewarded through the ‘Bizbize’ motivational platform,
while we bring our successful dealers together with the company
senior management with the “Top 10 Dealers” award ceremony
held once a year.

We provide trainings to increase the service quality and working
e iciency of our dealers; we enhance our total success while inc-
reasing our customer satisfaction level. In accordance with our
development strategy and segment-based dealer needs, we have
engaged the Retail Development Academy in the reporting peri-
od. The academy, which was designed to include various training
methods and tools, such as class training, e-training and digital
tools, serves as the framework under which our dealer training
and development programs are carried out.
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After Sales

Our authorized dealer and call center processes, which we defi-
ne as “Aftersales”, are of critical importance for the satisfaction
of our customers and consumers. We continuously improve our
performance in relation to these processes, while enhancing our
customers’ satisfaction level as well as the market recognition
and share of our brands, with our extended service network, ad-
vanced technological infrastructure, and innovative solutions. We
actualize practices creating high value added in the processes,
which we manage in accordance with 1ISO 10002 Customer Satis-
faction Quality Management System, thereby setting an example
for our industry.

As the largest service network in Turkey, Arcelik A.S. Authorized
Service Network provides over 13 million service runs annual-
ly through 543 authorized service shops under 12 regional ma-
nagements with 11,700 sta , of which 5,500 are technical sta
members, and a fleet of 5,700 vehicles. All of our authorized ser-
vice shops have tactful, experienced sta with the necessary te-
chnical infrastructure and equipment, who have received all the
necessary trainings and comply with the related clothing, hygiene
norms, in addition to being inspected at regular intervals. Techni-
cal sta are present at the delivery of purchased products to the
consumer to mount the product; our service network a ords us a
significant competitive advantage by finalizing this transaction at
once. Surveys are conducted to determine the level of customer
satisfaction in relation to all aftersales services while corrective
and preventive actions are taken in accordance with the received
feedback.

As part of the practice we engaged in 2015, the mobile automation
used by authorized service personnel on the field was improved
in accordance with the innovative and technological image of our
company with the launch of a tablet device system. Thanks to this
system, authorized service technicians can reach any information
they might require at the homes of the consumers instantly and in
an uninterrupted fashion. With the practice we implemented in the
reporting period, information about “Additional Warranty Vendible
Products” is displayed on our technician’s tablet device, allowing
our authorized dealer personnel to sell additional warranty for al-
ternative durations to our consumers as they demand.

We provide trainings to all of our technical sta within the body
of our authorized dealers and we certify them. In this regard, we
have provided 320,000 person*hour of training to sta working at
Turkey and overseas operations. In the same period, we have en-
gaged measurement-based and subject oriented training modu-
les, in addition to accelerating remote training activities. In 2016,
we have established an organization that allows for the centrali-
zation of technical support and training activities for all the count-
ries where Arcelik A.S. brands are o ered for sale. During the pe-
riod, we conducted technical support activities for 20,000 product
models domestically and 40,000 product models internationally,
as well as technical training activities aimed at 45 countries wit-
hin the body of the International Academy that was established to
carry out overseas service trainings.
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Arcelik Call Center, leading in our sector through innovative pra-
ctices, acts with the strategy of being present everywhere consu-
mers are active, carrying out 5 million operations annually with
its 330 employees. Through our center, which operates with the
objective of perfect customer experience, we o er our custo-
mers individualized and high added value solution services. The
Call Center Directorate participated in the Omnichannel Digital
Transformation and Interaction Project, which was started by the
Company in the reporting period, with its own project while also
maintaining its current operational processes with new business
models.

Calls are planned to be consolidated at the center with the Om-
nichannel Digital Transformation and Interaction Projects under
Consumer Services; it is aimed to increase customer satisfaction
by forming an appointment system with 2-hour timeframes.
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Our customers in Turkey can communicate all their questions,
problems, demands, and expectations to the Call Center through
di erent channels of communication 24/7. The primary objecti-
ve of the center, whose infrastructure is constantly updated in
line with technological advancements, is to impeccably answer
customer expectations and demands under any condition. In the
reporting period, Argelik Solution Center was constituted with the
understanding of specialized customer services, 0 ering one-to-
one solution opportunities for VIP customers.

We consider our Customer Satisfaction Survey practices, which
we regularly conduct every year at our Turkey and overseas ope-
rations, to be one of our most significant stakeholder communi-
cation mechanisms and we evaluate the results of the practice as
important inputs in our performance assessment and business
objective determination processes. We consistently improve the
performance results we achieve in the survey practice where we
receive feedbacks under headings, such as general satisfacti-
on, tendency to recommend, tendency to repurchase. Within the
context of the survey, which we actualized in the reporting period
aimed at our consumers in Turkey and where we interviewed con-
sumers who have purchased Arcelik and Beko brand white goods,
air conditioner and television products in the last two years, we
have achieved above industry average satisfaction scores in all
product groups.

The security of the data belonging to our customers and consu-
mers is of great significance for our long term stakeholder relati-
ons based on mutual trust. We continuously improve our perfor-
mance in this regard through audits we conduct in accordance
with ISO 27001 Information Security Management System stan-
dard, periodically conducted risk analyses and our continuously
improved technological infrastructure. Consumer data are stored
on servers located in A type standard system rooms, which are
24/7 under the supervision of sta , accessible through card and
eye scan, and periodically inspected, and databases are perio-
dically backed up against disasters and other extraordinary si-
tuations. In the reporting period, we provided our employees at
Turkey operations with information security awareness trainings,
consisting of two half-day sessions, within the scope of ISO 27001.
During the reporting period, no complaints were received regar-
ding any violation of information confidentiality or loss of custo-
mer data.

In the reporting period, we have established the Net Promotion
Score (NPS) system in order to evaluate all the experiences of
our customers with products from our brands, from the purcha-
sing process to aftersales services. In consequence of the scoring
carried out within the scope of the system, the probability of our
customers’ abandoning our brands was measured and feedbacks
were provided to relevant units for the required preventions to
be enacted and for deficiencies and mistakes to be rehabilitated.
Romania, Russia and United Kingdom operations among other
country operations are projected to switch to the system, in 2017.
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I dream of a happy, peaceful and healthy world where no children
are hungry or homeless.

Defne Zeren Boz, age 7

Social Development

Arcelik A.S. contributes to the social development in the countries that it operates in, with the social,
cultural, environmental and spor ve projects. With the social development projects which are among
the material aspects of the Company, Arcgelik A.S. focuses on the solu ons of the problems and imple-
ments long-termed prac ces. In all the projects and prac ces conducted with aim of leaving a be er
world to the next genera ons, Arcelik A.S. adopts volunteerism approach and aims to create las ng
values in coopera on with the broad stakeholder network.

Arcelik A.S. commits to act in line with United Na on’s Sustainable Development Goals (SDG). In line
with “Partnership for Goals” objec ve, Arcgelik A.S. forms long-term co-opera ons with public ins tu-

ons and NGOs in its opera onal geography and adopts a mul -stakeholder model in social develop-
ment projects, from their design to implementa on processes. The Company aims to produce solu ons
to various social problems and focus on areas determined by Sustainable Development Goals, primarily
the objec ves of “Gender Equality”, “Quality Educa on” and “Responsible Consump on and Produc-

on.




Goals for 2020

Employee Volunteerism

Arcelik A.S. aims to improve
and expand the
employee volunteerism model
un 12020.

Gender Equality

In line with UN Women Empowerment

Principles, Argelik A.S. aims to conduct

projects aiming to raise the awareness
regarding "Gender Equality" in all its country
opera ons and cooperate with non-govern-
mental organiza ons in order to be a part of
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Responsible Consump on and
Responsible Producer

In line with its "Responsible
Consump on and Produc on*
objec ve, Arcelik A.S. aims to carry
out projects aiming to raise
awareness regarding “food waste."

the solu on.

Education — Development

We believe that social responsibility projects in education are the applications that generate highest added value in terms of social

development, and we carry out projects in this area.

Arcelik A.S. Turkey - Electrical Household Appliances
Technical Training Program - Argelik Laboratories

v We provided 444 students and 59 teachers with trainings
with Arcelik Laboratories in 9 vocational high schools

With the “Electrical Household Appliances Technical Training
Program” that we developed in 2011 with the aim of consolidating
the relation between vocational training and employment which
is one of the most important socioeconomic issues in Turkey, we
broke new ground both in our industry and country. During the
reporting period, we continued without slowing down with our
project aiming to train labor force who is knowledgeable about
developments and new technologies in the electrical household
appliances industry in Turkey. As part of the program, Arcelik La-
boratories equipped with advanced measuring instruments and
devices based on new technologies in the branch of electrical
household appliances technical service were established in a to-
tal of 9 vocational high schools in Istanbul, Diyarbakir, Trabzon, 1z-
mir, Ankara, Bursa and Tatvan. By providing the teachers working
at these schools with trainings, Arcelik A.S. has aimed to increase
the quality of the education. The Company strives to support the
students to reach a level of competency enabling them to work as

technicians at white goods and air conditioning product groups
with the experiences they had at Arcelik Laboratories. Between
the years 2013-2016, 695 students graduated from the schools
within the scope of the project. In the current school year, a total
of 444 students, of which 228 11th grade and 216 12th grade stu-
dents, are enrolled in these departments. 59 teachers at these de-
partments have been provided with a total of 20,100 person*hour
of technical training at Arcelik Academy, since 2011.

Arctic Romania - Cooling Systems Class

Arctic is an active supporter of the education system, promotes
good practices and supports the transfer of knowledge to the
youth in its operation region. In this direction, the Company pro-
vided technical and educational material and training support in
the area of research and development to several high schools and
universities. Arctic continued to support the Cooling System Ope-
rator Class established at Gaesti Vocational High School in 2015,
during the reporting period too.
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Gender Equality

Arcelik A.S. aims to raise awareness of the gender inequality and
strives to develop an egalitarian and integrative approach in busi-
ness culture and social life.

Arcelik A.S. Turkey — | Support Gender Equality For My
Country

v We provided 11.247 employees with the awareness trai-
nings through 192 awareness seminars

Kog Holding , which we are a iliated with, put into practice “| Sup-
port Gender Equality For My Country” program in order to pro-
mote joint action of the companies of the Group and stakeholders
towards lasting solutions to social problems. As Argelik A.S., we
support the projects implemented within the scope of the prog-
ram, focusing on various problems of our country since day one.

During the reporting period, as part of the practice implemented
in cooperation with The Mother & Child Education Foundation
(ACEV), “Knowledge Mill” seminars that will raise awareness of
gender equality were o ered to volunteer Argelik A.S. ambassa-
dors. It was intended for volunteers who would qualify to become
trainers at the end of the seminars to organize awareness tra-
inings for all company employees. As a result of the seminars,
30 of the Argelik A.S. employees became volunteer instructors.
By the end of 2016, the Company reached 11,247 employees in
eight campuses with 192 awareness trainings. Arcelik A.S. plans
to continue with seminars and trainings in the next period as well.

Beko - France

Beko France has been among the partners of the “Prix Entrepre-
neure Responsable (Responsible Enterprise Award)” put into pra-
ctice in 2016 by Paris Professional Women Network. The initiative
awards professional women who execute companies that build
their business strategies within the framework of sustainable
economy, social and environmental sensibility principles. Paris
Professional Women Network is a member of Global Professional
Women'’s Network (PWN), a platform working towards leadership
development for women in business life.
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Volunteerism
Arcelik A.S. - Turkey - Voluntary Ambassador Dealers

v We reached 6,000 people with the support of the volun-
tary ambassador dealers through seminars organized in 13
cities.

Authorized dealers of Arcelik A.S. continued to contribute to “I
Support Gender Equality For My Country” project during the re-
porting period too. In the first stage of the application, Arcelik A.S.
brought together all the dealers representing Kog¢ brand and or-
ganized awareness trainings aimed at adoption of gender equality
approach by the dealers. Volunteer ambassador dealers organi-
zed information seminars in 13 cities throughout Turkey. In the
second stage of the application, once more with the leadership of
the dealers and in cooperation with the Turkish Family Health and
Planning Foundation (TAP), the Company organized information
seminars for educational institutions. Arcelik A.S. reached 6,000
people with 51 seminars organized in elementary schools, univer-
sities and professional associations.

Arcelik A.S. - Turkey - Search and Rescue Team

Arcelik A.S. Search and Rescue Team consisting of trained and
experienced teams in this area and volunteer Arcelik A.S. per-
sonnel intent on delivering fast and accurate service to anyone in
need, in cases of natural disasters, emergency and extraordinary
situations. This team, is also in the first ranks of the list of non-go-
vernmental organizations to be o icially asked for support by the
Disaster and Emergency Management Authority (AFAD) in cases
of probable disasters. During the reporting period, the members
who recently participated in the Search and Rescue Teams in Cer-
kezkdy, Eskisehir and Sutliice campuses successfully completed
their first level trainings coordinated by the Disaster and Emer-
gency Authority.
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Arctic - Romania - Voluntary Support to Employees

Arctic put into practice “Pack Your Backpack With Arctic” program
in 2013. The scope of the program that initiated for the production
facility employees expanded and became a support model inclu-
ding all the Arctic employees. The Company, also conducted the
“You Too Can Support” campaign through which the employees
supported people in need by donating clothes, food and financial
aid.

Arctic - Romania - Support to Local Health Instituti-
ons

The Company supports the Gaesti Hospital which serves in 16
districts of the Arctic operation region. The Company donated to
the hospital refrigerators, washing machines, dishwashers and
dryers with the aim of renewing the hospital, improving the hy-
giene conditions and enabling the patients to get a better service.
Arctic, contributing to the works conducted to preserve historical
and cultural heritage, continues its support to restorations in his-
torical parts of Gaesti.

Beko — Russia

LLC, Beko's enterprise in Russia, carried out an a orestation acti-
vity with the voluntary participation of the employees for its 10th
anniversary.

Arctic - Romania

During the reporting period, Arctic continued with its “Eco-Friend-
ly Campaign” first realized in 2012 with the aim of protecting na-
tural resources and saving energy with the e ective waste ma-
nagement.

Responsible Consumption

To conduct projects that contribute to the “Responsible Consump-
tion and Production” goal which is among the Sustainable Deve-
lopment Goals, is one of the main priorities of the Company.

Grundig — Respect Food

Grundig, embracing the approach of “Respect Food”, contributes to works of struggle against food waste, conducts projects in coopera-
tion with initiatives working on this area to raise awareness. During the reporting period, on April, the Company supported for the first
time, the “Food For Soul” initiative conducted under the leadership of Michelin starred Chief Massimo Bottura who creates solutions to
food waste. Within the scope of the initiative, three Refettorios were opened in Italy and one Refettorio was opened in London. In coo-
peration with the legendary street artist Thierry Noir who painted the Berlin Wall, Grundig participated in the art event “Face a Fridge”
organized on August 2016, in Berlin with 20 refrigerators painted by the artist, and the income obtained by the auction sales on various
platforms was donated to “Food For Soul” organization. On August, the Company sponsored Refettorio Gastromotiva which is suppor-
ted by many famous chiefs with new recipes and works to recuperate food waste during the Olympic Games.
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At Arcelik A.S., we support social development through sport activities and we constantly add new ones to our current investments on

this area.

@
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Global Sponsorships ||

Beko believes that sports, which represent values matching its
dynamic and energetic structure, play a significant role in the de-
velopment of the youth. Sports’ power to reach large masses and
touch people’s lives is in line with the Company'’s vision. With this
understanding, Beko became the “Presenting Sponsor” for 2009
European Basketball Championship — Poland, 2010 FIBA World
Basketball Championship — Turkey, 2011 European Basketball
Championship — Lithuania, 2013 European Basketball Champi-
onship — Slovenia, 2014 FIBA World Basketball Championship —
Spain, and 2015 European Basketball Championship co-held by
France, Croatia, Germany and Latvia.

Beko — Besiktas Professional Football A Team

Beko, who was the sponsor for Besiktas JK between 1988 and
2004, became the Back Sponsor for Besiktas Professional Foot-
ball A Team, by signing the sponsorship agreement as of the start
of the 2014-15 season.
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