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MANAGEMENT APPROACH

The governance structure at Arcelik is one of the main determinants of the company's
successful performance in economic, social and environmental areas. Arcelik's strong
governance approach is one of its most important instruments in achieving business goals and
in e ectively managing the value chain. While managerial practices are supported by modern
systems and standards, business and sustainability strategies are carried out in an integrated
manner. The Company works with e ective risk management practices in order to turn
operational, financial and environmental risks facing the company and its value chain into
opportunities. Full compliance with ethical principles is ensured in all Arcelik operations to
guarantee trust and long-term relationships with stakeholders. Through the participatory
approach adopted, stakeholders are included in the company's operations and
decision-making processes.

16



Corporate Governance

At Arcelik, corporate governance is shaped around the principles
of accountability, responsibility, openness and transparency and
fair behavior. Corporate governance practices based on e ective
stakeholder participation, e ective audit mechanisms and trans-
parent reporting practices are supported by top-end systems and
standards.

The management structure of Arcelik consists of a single-stage
system of the Board of Directors elected by the General Assem-
bly. The Board of Directors consists of 12 members, of whom 4
are independent members and one of them has executive sta-
tus (General Manager). All members of the Board of Directors are
responsible for the economic performance of Arcelik, while the
General Manager also assumes executive responsibility for the
social and environmental performance of the company. Theo ce
of the General Manager, who is at the top of the executive body
and the Chairman of the Board of Directors, are held by separate
individuals. While fulfilling its duties and responsibilities, Arce-
lik benefits from various corporate governance tools and e ec-
tive organization structure. The Board receives assistance from
specialist councils and committees, particularly in the areas of
risk management, auditing, corporate governance, executive and
sustainability.

Company'’s corporate governance performance is constantly be-
ing improved. Arcelik steadily increases the corporate govern-
ance rating, which is the basic indicator of corporate compliance
with the Capital Markets Board (CMB) Corporate Governance Prin-
ciples and measured through independent evaluations. The cor-
porate governance rating, which was 85.53% in 2010, increased
10 95.23% in 2017 as a result of positive developments in this area
over the years. This steady development of Arcelik in the field of
corporate governance forms the basis of trust it inspires among
all of its stakeholders, primarily shareholders.

You can find detailed information regarding Arcelik’'s corporate gov-
ernance structure, members of the board of directors and top man-
agement under the tabs “About Arcelik” and “Investor Relations” at
www.arcelikas.com.

102-18; 102-40
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Ethics and Compliance System

Arcelik established “Ethical Rules of Con-
duct and Implementation Principles” in
order to promote ethical values among its
employees and to pass on to future gen-
erations. “Ethical Rules of Conduct and
Implementation Principles” booklets are
handed to the employees by signature
upon their recruitment. Moreover, Ethical
Rules of Conduct is assigned to all newly
recruited employees as electronic training
and its completion is checked regularly.

The Board of Ethical Behavior, established
within the body of Arcelik, carries out the
operation and the implementation of ethi-
cal rules in a healthy manner. The Board of
Ethical Behavior consists of General Man-
ager, Assistant General Manager, Human
Resources Director and Legal Adviser. The
Human Resources Director is responsible
for organizing and implementing human
rights principles.

All stakeholders are expected to comply
with the rules of business ethics and all
the implementation principles that support
these rules.

The project of restructuring the Ethical
Code of Conduct and Implementation Prin-
ciples is initiated, based upon Arcelik’'s
development and growth trend on a global
scale, its objective to improve its sustaina-
bility performance and to protect its struc-
ture as a global player in the field, in har-
mony with human rights principles.

102-16; 102-11

Within the scope of the project, studies
were continued to be carried out in 2017
regarding the establishment of the Ethics
Committee structure at global level, the
determination of functioning and reporting
mechanisms and their structuring within
the organization, the revision of policies in
this direction, the reexamination of traning
contents, and the establishment of Ethics
Hotline structure. Project studies are in
progress.

The new Argelik Global Code of Business
Ethics commits to comply with UN Global
Compact, OECD Guidelines for Multination-
al Enterprises and Universal Declaration
of Human Rights under all circumstances
whether or not the relevant documents
are accepted in countries of operation.
With the code, it is aimed to put forward
an exemplary corporate citizenship with
Company’s employees, dealers, suppliers
and authorized services.

Risk Management

Arcelik establishes risk management and
internal control systems to minimize the
impact of the risks that may a ect the
company. There is a Risk Committee within
the body of the Board of Directors to carry
out studies on the early detection of risks
that may jeopardize the existence, devel-
opment, continuity of the company and its
value chain, application of relevant actions
concerning identified risks and managing
risks. Risks that are defined in five main
categories as strategic, compliance, exter-
nal based, financial and operational risks
are managed in an integrated manner with
the business processes and new values
are created for stakeholders while the
company's existing values are preserved.
It is aimed to ensure business continuity
and create global competitive advantage
through processes carried out in accord-
ance with human resources, knowledge
and technology.

The Risk Management Committee’s task is
0 ering recommendations and proposals
to the Board of Directors on early detection
and evaluation of risks which may a ect
the company, calculation of their impacts
and probabilities, managing and reporting
these risks in accordance with the compa-
ny’s risk-taking profile and appetite, tak-
ing necessary measures against detected
risks and establishing e ective internal
control systems.




As part of Functional Risk Management, directors and country
managers of Senior Management are responsible for the man-
agement of risks associated with their organizations and execu-
tion of tasks assigned to their organizations for the mitigation of
risks associated with other organizations.

Enterprise Risk Management Directorate established under As-
sistant General Manager of Finance and Accounting provides Risk
Management System to manage, coordinate and monitor the risks
which may a ect the Company and reports to Risk Management
Committee. Enterprise Risk Management operates on the frame-
work of ensuring consistency between company risks, corporate
goals and strategies, and matches strategies and goals with risks.
In this process, global best practices are taken into account.

Directors, country managers of group companies of Senior Man-
agement and Risk Responsibles in all organizations are trained in
terms of enterprise risk management in order to generalize risk
culture and awareness within the organization. The employees’
risk awareness is increased and they are encouraged to suggest
on potential risk topics through risk suggestion system.

Audits and controls are the principal risk management tools at
Arcelik A.$. and are conducted through multi-stakeholder actions
in which independent audit institutions, Ko¢ Holding and inter-
nal audit units participate. Internal Audit Management regularly
conveys results and analyses of significant issues to the Audit
Committee in consequence of internal audits it undertakes. This
Committee monitors the e ectiveness of systems and conveys
problems and solution suggestions about risk management and
internal control mechanisms to the Board of Directors.

As part of Enterprise Risk Management, Business Continuity
Management Project is conducted in order to ensure that Head
0 ce and initially selected plants and subsidiary locations can
maintain their products and services at an acceptable level after
an interruption. In this context, Crisis Management and Business
Recovery Plans are created and Emergency Response Plans are
revised. Project is aimed at swift and e ective management of
unexpected business interruptions and crises; and ensuring busi-
ness continuity by eliminating impacts of an incident on company
plants, operations, financials, reputation and stakeholders. In this
context, it is aimed to use resources e cient and timely in ad-
dition to e ective internal and external stakeholder communica-
tions in the event of a crisis.

Head: Independent Board Member

Member: Board Member

*
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Emerging risks are monitored proactively, their potential long-
term impact on the company is evaluated, and Senior Manage-
ment and Risk Management Committee are informed on the
subject. In this context, regulation changes, climate change risks,
potential destructive e ects of rapidly developing technologies,
cyberattacks and information security risks are considered as
global prominent risks.

Energy e ectiveness, nanotechnology and emission plan appli-
cations are developed on production in order to manage climate
change risks, which are among the emerging global risks. In addi-
tion, participation in international organizations and events relat-
ed to climate change is provided. For cyber-attacks and informa-
tion security risks, measures are taken at all levels of information
technologies and operational processes, strategic cyber security
collaborations are established, information security awareness
trainings are delivered and periodical tests/controls are imple-
mented.

Arcelik risk management organization is shown in the table
below.
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Sustainability Management

Arcelik acts with the aim of managing its social, environmental
and economic spheres of influence in its operational geography
with a responsible and e ective sustainability approach. Argelik,
a company that respects nature and society in all its activities, re-
gards stakeholder expectations as its primary guide. Operating in
a continuously changing, dynamic and competitive sector, Arce-
lik believes that financial success can only become permanent
through a sustainable business model and thus it integrates sus-
tainability goals into its business strategies. Arcelik, which man-
ages its material aspects in line with the principles of “Inclusive”,
“Responsible”, “Innovative” and “Leader”, seeks ways to turn the
risks of sustainability into opportunities.

Arcelik extends is sustainability policies to the whole organization
from the senior management to the lowest levels and to the val-
ue chain, and considers sustainability performance of value chain
elements as binding. Sustainability performance is continuously
improved with concrete objectives, strong communication and ef-
fective control mechanisms.

At Arcelik, the Sustainability Council is responsible for the man-
agement of sustainability issues, established to determine corpo-
rate sustainability and climate change policies and strategies, to
ensure their integration into corporate business processes and to
monitor sustainability performance. The members of the Coun-
cil, formed with the participation of Arcelik Senior Management,
control and coordinate sustainability activities in their areas of re-
sponsibility and preside over the Sustainability Working Groups.
The Sustainability Working Groups, formed by executive and ex-
perts, are responsible for the implementation and dissemination
of decisions taken in the Sustainability Board and for reporting
performance and developments in their areas to the Council. The

Arcelik is in the Dow Jones Sustainability Indices

Arcelik, a company that has shaped all its business processes on
the basis of sustainability in order to leave behind a more livable
world for future generations, has made a significant success in
the international arena with these e orts.

Arcelik became the only industrial company from Turkey to en-
ter the Dow Jones Sustainability Indices in 2017 in the category
of “Emerging Markets”. This category aims to represent compa-
nies in the top 10% in economic, environmental and social are-
as among the biggest 800 companies in 23 di erent countries.
The index follows companies under the headings such as man-
agement, financing activities, ethical issues, environmental and
social performance in the value chain, risk management, climate
change measures, transparency, supply chain and human and
employee rights.

Arcelik is committed to act in accordance with the United Na-
tions’ Sustainable Development Goals (SDG) published in Sep-
tember 2015. As part of these goals that constitute a guideline
for companies, Arcelik aims to support 9 global goals. These
goals are Quality Education, Gender Equality, Clean Water and
Sanitation, A ordable and Clean Energy, Decent Work and Eco-
nomic Growth, Industry, Innovation and Infrastructure, Responsi-
ble Consumption and Production, Climate Action, and Partnership
for the Goals. The practices we carried out are covered extensive-
ly in the report.
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Identification of Material Aspects

In order to achieve its leadership goal in sustainability manage-
ment, Arcelik reassessed its material aspects in 2017. In the pro-
cess of identifying material aspects the Company conducted a se-
ries of studies to ensure the participation of internal and external
stakeholders in decision-making.

Material aspects that have an impact on the Company’s sustain-
ability performance have been redefined with the study of Identi-
fication of Material Aspects. The study was conducted in accord-
ance with the principles of comprehensiveness, sustainability
context, materiality and stakeholder inclusiveness, as outlined by
GRI G4 Sustainability Reporting Guidelines and entailed a prioriti-
zation process consisting of three main stages.

> Arcelik Sustainability Report | 2017 <

In the first stage of the study that took place in July 21st of 2017,
“Material Aspect Management and Stakeholder Participation
Workshop” was organized. In the workshop, Arcelik's material
aspects for sustainability were redefined along with the related
risks and opportunities, in the light of global and sectoral trends
and the United Nations Sustainable Development Goals. With the
Sustainability Reporting Working Group, material aspect universe
consisting of potential material aspects befitting sectoral, opera-
tional and geographical characteristics of the Company was re-
defined.

Primary Mega Trends A ecting Business Processes of Arcelik

Climate change is a phenomenon that the entire world, independent of the industry, must combat with. In line with
our approach to responsible production, as Arcelik we continue our operations with the awareness of our

Climate Change

responsibility to reduce the e ects of climate change to a minimum level. We are working to reduce our environ-

mental impacts throughout the product lifecycle, and we realize pioneering practices in our industry to combat
climate change by taking an active role in international initiatives.

Contribution to
Circular Economy

Technological
Developments and
Digitalization

Population Growth
and Urbanization

It is becoming increasingly important to make economic gains by consuming less natural resources. As Arcelik,
on our way to become a pioneer company to implement circular economy, we are giving a second life chance to
products that completed their life time.

The preferences and needs of customers are being reshaped due to the ongoing digitalization trend all over the
world. As Arcelik, we are refining our business processes and models according to this change, developing
technological and innovative solutions based on experience. We are working to design products and services that
can guide the future world by making digital transformation a part of corporate culture.

World population growth and urbanization change consumer needs. This process also brings about adverse
e ects of population on natural resources. At Arcelik, we continue our operations by developing environmentally

friendly products that meet the needs of the changing population.

G2
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In the second stage, the “Sustainability Roadmap Workshop” took
place in September 13t of 2017. In this meeting, where the sen-
ior management of Arcelik and its organizational structure rep-
resented extensively, outputs of the workshop held in July were
evaluated and an action plan for the sustainability journey was
worked out. At the meeting, the company’s risks and opportunities
in sustainability in the light of global trends were reassessed and
material aspects were redefined in line with sustainability strat-
egies.

In the third stage, stakeholder analysis was carried out to ensure
the participation of all stakeholders in decision-making mecha-
nisms in the process of determining the company’s material as-
pects for sustainability. Sectoral material aspects in the context
of sustainability, issues that should be prioritized within Arcelik’s
sustainability framework, sectoral trends, stakeholders’ percep-
tions and expectations of Argelik and its stakeholders regarding

the development of communication and business cooperation
were evaluated. In the study, conducted with reference to the in-
ternational AccountAbility AA1000SE Standard, stakeholder opin-
ions were collected through surveys, interviews and meetings.

Finally in the last stage, the survey responses were presented to
the consideration of expert representatives in the Sustainability
Reporting Working Group and the prioritization process ended af-
ter stakeholder feedback was taken into account.

The material aspects identified after this study constitute the con-
tent of the sustainability report. The management approach, pol-
icy, performance results and targets regarding the material as-
pects, which are of equivalent importance, are presented in detail
to the view of stakeholders.
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Materiality Matrix

Important Very Important Extremely Important
M - Water risks and stewardship * Combating climate change * Resource e ciency in production
Il © Logistics and operational e  ciency » Product quality and safety e Energy e cient, environmentally
% » Supply chain that respects environmental, * Community investment programs that friendly products
< social, and ethical conditions create shared value ANew * Open innovation ANew
< N Financial Performance * Good corporate governance, fairness * Becoming a digital solution
brfl ° Occupational health and safety and accountability partner for homes ANew
f:3 - Human rights « Transforming the sector by leading « Recycling
A - Ethics and transparency multi stakeholder initiatives ANew * Employee development and
c Conflict minerals management ANew  Stakeholder Dialogue ANew acquire new skills
i ° Equal opportunity and diversity ANew = Consumer experience ANew
I8l - Customer/Consumer satisfaction
jf - Healthy lifestyle ANew

» Products and services for disadvantaged groups ANew
» Food waste ANew

rcelik Strategic Objectives / Sustainability Goals / Executive Feedback / 4-step Impact Analysis

Business Processes

Marketing

Material Aspects Supply Production Distribution and Sales After Sales
1 Combating climate change X X X X X
2 Resource e ciency in production X X
3 Recycling X X X X X
4  Energye cient environmentally friendly products X X X
5  Product quality and safety X X X X
6  Water risks and stewardship X X X X
7  Logistics and operational e ciency X X X X
8  Supply chain that respects environmental, social and

ethical conditions X X X

9  Financial Performance X X X X X
10 Occupational health and safety X X X X X
11 Human rights X X X X X
12 Ethics and transparency X X X X X
13 Good corporate governance, fairness and accountability X X X X X
14 Conflict minerals management X X X
15 Employee development and acquire new skills X X X
16 Equal opportunity and diversity X X X X X
17 Customer/consumer satisfaction X X
18 Consumer experience X X X X
19 Products and services for disadvantaged groups X X X
20 Becoming a digital solution partner for homes X X X
21 Open innovation X X X
22 Food waste X X X
23 Healthy lifestyle X X X
24 Community investment programs that create shared value X X X X X
25 Transforming the sector by leading multi stakeholder initiatives X X X X X
26 Stakeholder Dialogue X X X X X

. O O OO O
T ————
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Stakeholder Management

All individuals and institutions influenced by or have an impact on
corporate operations are defined as stakeholders of Arcelik Local
communities, consumers, employees, shareholders, suppliers,
authorized dealers, services and retailers, trade unions, public in-
stitutions, sector institutions and nongovernmental organizations
are defined as the main stakeholders of Arcelik.

Arcelik adopts an e ective, transparent and bidirectional ap-
proach in relating to its stakeholders. In this direction, the Com-
pany develops tools to enable stakeholders to participate in cor-
porate decision-making. Arcelik develops collaborations and joint
projects with its stakeholders. For these collaborations, a priority
is given to the stakeholders who adopt common ethical princi-
ples with Arcelik and can create permanent values together with
the Company. Arcgelik A.S continuously improves the participation
mechanisms developed for these stakeholders.

Stakeholders are communicated at varying frequencies through
stakeholder-specific communication channels formed by taking
into consideration the characteristics of each stakeholder group
and its position within Arcelik’s operations. The practices, which
are part of a specific system or process, such as survey, research
and application, are carried out at least annually; public disclo-
sures are made quarterly or annually. Other participatory practic-
es are instantly realized as required, and instant communication
tools are used in special occasions.

Arcelik considers leading multi-stakeholder initiatives to be an
important part of its sustainability approach on a global scale.
In this respect, it supports these initiatives by developing col-
laborations with the national and international parties of the
relevant material aspects. Arcelik Suppliers Business Transpar-
ency Project (BTP) with the Global Reporting Initiative, UN Envi-
ronment Program led by World Bank, Sustainable Energy for All
(SEforALL) and its sub-initiative United for E ciency Initiative
(U4E) , The Global Alliance in Management Education and Kog Uni-
versity Business Schools are some of primary examples to this.

Stakeholder Groups and Dialogue Methods
Local Communities

In order to learn the expectations of local communities, Argelik
makes use of various research and survey studies; it responds to
these expectations through its products and services, as well as
training practices and social projects in social and environmental
areas. Corporate web pages, TV, newspaper, radio broadcast and
annual and sustainability reports are among the primary commu-
nication practices.

Consumers

Arcelik conduct surveys, meetings, face to face dialogues and fo-
cus group studies to respond to the expectations of its consumers
and meet the demands of consumers such as technical support
and complaints notice via support lines. To inform our consum-
ers regarding our activities, products and services, the Company
makes use of annual and sustainability reporting along with mar-
keting communication tools.

102-13; 102-40; 102-42; 102-43

Employees

Active participation of Arcelik employees in company’s deci-
sion-making processes is encouraged and communication mech-
anisms that have proven e ective over the years are utilized. Sug-
gestion systems and employee surveys encourage employees to
share their views and suggestions, and annual employee satisfac-
tion survey provides important input to make improvements for
a better working environment. In addition to the intranet, which
enables employees to communicate with each other and to keep
them informed of company’s operations as quickly as possible,
Arcelik also benefits from communication tools such as corporate
website, corporate television channel, bulletins, internal publica-
tions, trainings, annual and sustainability reports.

Shareholders

The main dialog channel of Argelik with its shareholders is Gener-
al Assembly Meetings. All the shareholders use their right to ex-
press opinions and obtain information within the limits of relevant
regulations. Annual and sustainability reports, Internet, material
disclosure, roadshow and investor presentations are among oth-
er tools the Company employs.

Authorized Dealers, Services and Retailers

As one of most important components of the Argelik's supply
chain, Authorized Dealers, Services and Retailers are continu-
ously informed about the company’ operations, products and ser-
vices. The Company conducts studies to enhance knowledge and
talent necessary for them to carry out their operations e ciently
and sustainably. Annual meetings, face-to-face interviews, web-
sites, corporate TV channels, trainings and seminars are among
the primary communication tools used in this regard.

Suppliers

Online portal, visits and audits are among primary channels Arce-
lik utilizes in its dialogue with suppliers. Stakeholdership and
continuity of common targets are ensured through Supplier Days,
Innovation and Technology Days and Business Transparency Pro-
ject. Other informative tools the Company employs are annual and
sustainability reports.

Trade Unions

The participation of trade unions, with which a constructive dia-
logue based on mutual goodwill is formed, in the decision-mak-
ing processes of Arcelik is heeded, their advice is sought about
decisions regarding employees. Collective bargaining agreement
processes are the periods when union relations are at their peak.

Public Institutions

Arcelik contributes to public institutions’ regulation studies,
meets their information demands regarding industry through in-
dustry-specific channels, supports projects and initiatives aimed
at national and social development.



Sector Institutions and Nongovernmental Organizations (NGOs)
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Arcelik is a member of various organizations, such as associations, foundations, research institutions, institutes, unions and sectoral
organizations. Active participation based on membership, joint works and projects being conducted are at the basis of the company’s
dialogue with these stakeholder groups. The Company, which comes together with stakeholders on various platforms for the develop-
ment of the industry, particularly in Turkey and Europe for the development of commerce and economy and the solution of problems
in environmental and social areas, also makes use of one-to-one meetings and annual and sustainability reports as e cient commu-

nication tools.

Participation in Nongovernmental Organizations

Level of Participation

European Committee of Domestic Equipment Manufacturers (APPLiA/ CECED)

White Goods Suppliers Association

Various Chambers of Industry and Commerce

Foreign Economic Relations Board (DEIK)

Electronic Equipment Manufacturers' Association (ECID)

Electrical Electronics Services Exporters' Association
(Turkish Electro Technology - TET)

Ethics and Reputation Society (TEID)
Heating and Cooling Air Conditioner Research and Training Foundation (iSKAV)

Air Conditioning & Refrigeration Manufacturers’ Association (ISKID)

Istanbul Foundation for Culture and Arts (IKSV)
Turkish Electronic Industrialists Association (TESID)

Turkish Industry & Business Association (TUSIAD)

White Goods Manufacturers’ Association of Turkey (TURKBESD)

Turkish Informatics Foundation (TBV)
Foreign Trade Association of Turkey (TURKTRADE)

Turkish Exporters Assembly (TiM)

Electrical Electronics and Service Sector Associate Member
The Union of Chambers and Commaodity Exchanges of Turkey (TOBB)

Turkish Investor Relations Society (TUYID)
People Management Association of Turkey (PERYON)

Turkish Employers' Association of Metal Industries (MESS)

MESS Foundation of Education
Corporate Governance Association of Turkey (TKYD)

Scientific and Technological Research Council of Turkey - Turkish Management
Sciences Institute (TUBITAK- TUSSIDE)

Association for the Protection of Intellectual Property of Turkey

Groupement Interprofessionnel des Fabricants d’Appareils d’équipement
Ménager (GIFAM)

Russian-Turkish Businessmen Association (RTIB)

The Association of Trading Companies and Manufacturers of Electrical
Household and Computer Equipment, Russia (RATEK)

China Household Electrical Appliances Association (CHEAA)

Romania APPLIA (CECED)

The Association of Manufacturers of Domestic Appliances, UK (AMDEA)
Sweden EHL (Elektriska Hushallsapparat Leverantérer)

Board of Directors and working group memberships
High Level Representation

Membership to Assembly, to Professional Committee, Various
Technical Board Memberships and High Level Representation

Membership to Board of Directors and Founding Presidency
(Chairmanship), Vice Presidency, Business Council Delegation in
various business councils

Vice Presidency

Chairman of the Board

High Level Representation
Membership to Board of Trustees

Membership to Board of Directors, General Assembly and Working
Committees memberships

Membership to Board of Trustees and Audit
High Level Representation

High Level Representation and Memberships to several Working
Groups and Commissions

Vice Presidency, Memberships to Board of Directors, Membership to
Technical and Marketing Committees

High Level Representation

Member of the Board, Memberships to Working Groups

Associate Membership to Electrical Electronics and Service Sector
Council Chairman of Electrical Electronics and Service Sector
Assembly

High Level Representation

Chairman of the Board of Consumer Durables Sector Council, Patent
and Brand Management Sector Council Membership

High Level Representation
Membership to Board of Directors and High Level Representation

Membership to Board of Directors, Chairman of the Auditing Board,
Membership to Occupational Health Commission and Other
Memberships

Chairman of the Auditing Board, Membership to Board of Trustees
High Level Representation

Membership to Advisory Committee

Membership to Board of Directors, Membership to Board of
Supervisors and Other Working Group Memberships

Membership to Board of Directors

Membership
Membership

Membership
Membership
Membership
Membership
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