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ABOUT THE REPORT Zx
Through Ford Otosan 2016 Sustainability Report, we inform all our sta- L
keholders, especially our investors, employees, suppliers, dealers and S §§
NGOs on the social, economic and environmental aspects of our opera- % 3 -
tions we have undertaken in line with our goal for creating a sustainable . % %
value. S
This report has been prepared in accordance with GRI Standards: Core 9 = 503
option. The results from the materiality study conducted in the light of g 85 ‘g
the GRI standards account for the fundamental content of this report. § = %
Besides the indicators featured by the GRI Standards, the UN Sustai-
nable Development Goals (SDGs), BIST Sustainability Index indicators,
Carbon Disclosure Project Climate and Water Programs principles and o=
Through Ford Otosan the data types accepted by the automotive sector in general are used to éf & g?

2016 Sustainability form the data employed while disclosing on the prioritized issues.
Report, we inform all our
StakehOlqerS' especially The data shared in this report is mainly derived from Ford Otosan’s
our investors,
employees, suppliers,
dealers and NGOs on the
social, economic and
environmental aspects
of our operations we have
undertaken in line with our
goal for creating a
sustainable
value.

corporate data sources. Meanwhile the views of various stakeholders,
especially those of dealers and suppliers as well as the operations un-
dertaken by these groups, are covered regarding the related material
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issues. The information shared in this report covers an operating period
of a year starting from 01.01.2016 and ending on 31.12.2016.
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CHAIRPERSON STATEMENT

Esteemed Stakeholders,

As Ford Otosan, it is our pleasure to complete 2016 as a
year of success. After 2015, this year as well, we achie-
ved to be named as the export champion in Turkey with
3.96 billion US dollars of exportation. While consolida-
ting our leadership in the commercial vehicles segment
thanks to our market share of 30%, we, alone, accounted
for 65% of Turkey’s entire commercial vehicle exports.
The number of the patents we obtained as a result of the
R&D studies undertaken during the year strengthened
our patent leadership in the Turkish automotive sector.

Today, the change is faster than ever before. Expectati-
ons and needs of our customers become more sophisti-
cated and different. Today we see that new products, new
business lines and new business models appear. Need-
less to say, this has changed the rules in the automotive
sector, as in various other industries, and has begun to
make an impact on the dynamics of transport require-
ments. The automotive sector, now gradually marked by
a tougher competitive environment, has come to prioriti-
ze especially innovation, sustainability and climate chan-
ge, driver and road safety. This new structure the sector
has transformed into, increases the need for developing
products and services beyond the traditional products.

GRI 102-14

Moreover, in line with Koc Innovation
Program, as Ford Otosan, we began
to restructure all our processes through
a vision focusing on innovation and
digitalization.

Our long-established innovation tradition remains our
fundamental ability to develop our competitive edge furt-
her in this new situation the sector has found itself in.
Through our updated innovation model, we support ent-
repreneurs within our company and start-up undertakin-
gs. Our main shareholder Ford Motor Company positions
itself as a mobility company beside being an automaker.
They redefine the sector through this new strategy and
business models developed on a global scale.
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Moreover, in line with Koc Innovation Program, as
Ford Otosan, we began to restructure all our proces-
ses through a vision focusing on innovation and digi-
talization. During 2016, when we implemented various
best practices in that respect. The Innovation Commit-
tee and our new digital innovation platform “Fikirha-
ne-ldea Factory” were among the new practices intro-
duced for that purpose during the year.

We also speeded up our studies regarding sustaina-
bility, another priority for our sector, during the re-
porting period. While we continued to be listed on the
Borsa Istanbul (BIST) Sustainability Index with an im-
proved performance, our capacity for managing so-
cial, economic and environmental risks and creating
positive values throughout our entire value chain de-
veloped significantly thanks to the studies carried out
by the Sustainability Committee we launched in 2015.
With the announcement of the UN Sustainable Deve-
lopment Goals, our operations focused on that direc-
tion too. In the periods ahead, we are determined to
keep working in the light of these goals that have al-
ready yielded significant results for us. In that respect
our greatest advantage remain our main sharehol-
ders, Koc Holding and Ford Motor Company, which
both undertake exemplary sustainability management
programs.

With the announcement of the UN
Sustainable Development Goals, our
operations focused on that direction too.
In the periods ahead, we are determined
to keep working in the light of these goals
that have already yielded significant
results for us.

As an automotive industry company, climate change
is an issue that we attach particular importance. The
new product and production techniques we have de-
veloped, have a significant place in the fight against
impacts of the climate change.

GRI102-14

Our pioneering studies focused on ending gender
inequality and getting the female labour enjoy its
well-deserved place in business life constitute a sig-
nificant part of our sustainability program. My beloved
brother, whose sudden loss shook us in early 2016,
was among the global leaders of HeforShe Campaign
and had been making a significant effort on this issue
which became a valuable part of his heritage we inhe-
rited. We are proud of the progress we made during
the reporting period thanks to the studies completed
for developing this heritage further so that the female
labour could advance on the path to its well-deser-
ved place fast both within the company and the sector
in general through the women engineer generations
educated. The results we came to enjoy, indicate that
the employer brand developed by Ford Otosan in line
with an inclusive understanding helps us turn into one
of the most admired employers not only in the busi-
ness life in general but also specifically for the female
professionals.

Aimed at increasing our capacity for generating value
for all our stakeholders with every passing year, our
sustainability management studies will continue with
determination in the periods ahead. On this occasion, |
would like to thank all our stakeholders for their trust
in our company and their support for our studies.

Respectfully,

Ali Y. Koc
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GENERAL MANAGER STATEMENT

8

Dear Stakeholders,

We left the activity year 2016 behind with success where
we maintained our momentum on our target for genera-
ting sustainable value for our stakeholders through our
responsible management approach. We maintained our
traditional leadership in commercial vehicles segment
with 30% market share. We, on our own, realized 62% of
total commercial vehicle production in Turkey and 65%
of the exportation of the same. Hence, we increased sa-
les revenues by 9% and net profits by 13%.

During the period we enjoyed successful results not only
thanks to our studies undertaken in line with the inter-
national initiatives such as the UN Sustainable Develop-
ment Goals but also with local practices such as the BIST
Sustainability Index. We shape our company operations
by monitoring the global and local agenda regarding the
social, environmental and economic issues we focus on
by evaluating the stakeholder expectations from a risk
and opportunity perspective.

The essential factor enabling us to develop further our
position of a leading company in an environment marked
by tough competition at a time when our sector is under-
going a change is the fact that we have made R&D and
innovation a part of our working culture and have focu-
sed on developing the product and production conditions
of the future.

GRI 102-14

Developing mobility models offering highly safe, fuel ef-
ficient and low emission options in the smart cities of the
future as well as establishing the infrastructure that will
ensure the production of these technologies in a sustai-
nable fashion constitute the foundations for our R&D and
innovation studies.

We believe that our human resources are
the key for our future success. It is ext-
remely important for us that Ford Otosan
becomes the employer of choice for
talented, young professionals.

In 2016, we conducted a broad range of digitalization
practices from production operations to sales network,
from suppliers to our employees. We consider digitaliza-
tion practices in every spot of our business and acknow-
ledge as an absolute requirement for the future.
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In 2016, we continued our improvement trend for
managing our environmental impact. For instance,
during the year we reduced energy consumption per
vehicle from 6.16 GJ/vehicle in 2015 to 5.86 GJ/vehicle
while also reducing the emission generated from 0.60
ton CO,/vehicle to 0.58 ton CO_/vehicle, and the fresh
water consumed from 3.15 m3/vehicle to 2.98 m?/ve-
hicle. In the periods ahead, we will continue to deve-
lop our performance for reducing the environmental
impact from our production processes in line with our
2021 goals.

Meanwhile we continued to
support the efforts for awareness
raising regarding gender equality

through the “HeForShe” and “I Support
Gender Equality for My Country”
studies.

We believe that our human resources are the key for
our future success. It is extremely important for us
that Ford Otosan becomes the employer of choice
for talented, young professionals. Hence, we deve-
lop our talent management program further and of-
fer our employees an inclusive working environment
that values creativity and equal opportunities. During
the reporting period, we maintained our goal from the
previous reporting period to make sure that one out
of every 2 office employees, and one out of every 4
field employees should be female. In that respect the
recruitment rate turned out to be 57% females for the
office employees and 30% females for the field emp-
loyees.

GRI102-14

As a result, we increased the rate of female emplo-
yees from 13% in the previous period to 14% in 2016,
which made us proud for being the employer with the
highest number of women employed in the industry
in Turkey. Meanwhile we continued to support the ef-
forts for awareness raising regarding gender equality
through the “HeForShe” and “| Support Gender Equa-
lity for My Country” studies.

With our main social responsibility initiative Honey
Bees Get to Be Engineers project, we seek to guide
female students and support them to go for enginee-
ring careers so that the visibility of female engineers
in our sector could increase in general. The project
reached approximately 10 thousand students from 39
provinces in 2016 and we are excited to continue the
project in 2017 too.

In line with our vision of “being the most valuable and
the most admired industrial company in Turkey that
creates sustainable value for the stakeholders”, in the
period ahead, we will continue our studies in the most
enthusiastic fashion.

Respectfully,

Haydar Yenigiin
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OUR STRATEGY

wur Vision

Being Turkey's most valuable and most preferred industrial company.

Our Mission

Providing innovative automotive products and services beneficial to the
community.

Growth:
‘él Organic and inorganic growth in new markets and existing

business areas by developing new products.

,2{ Innovation:
Providing innovative products and services in all business

walﬁ‘ processes by keeping creativity at the top.

Brand:

Being the most preferred brand in all segments by meeting
customer needs and expectations.

Employees:

Being the most preferred workplace by aiming for excellence in human resources
processes and increasing benefits provided for employees.

~ Customers:
x Being the leading automotive brand with regards to customer satisfaction in sales and

aftersales products and services.

10
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Commercial Commercial Automotive Champion
Vehicle Production Vehicle Exports Production in A
in Turkey of Turkey Turkey 3.96 Billion @
<5 &
62% 9 65% 9 22% 9 USD 9 25¢
6 Leader of 6 Total Number 6 Patent 6 R&D o o
Commercial of Dealers in Champion of Expenditure . a3
Vehicle Market in Turkey and he Turkish I ) Sa
Turkey Abroad Automotive Sector 464 Million ) g 2!
c®8
%29,9 0 255 0 178 28
wn
6 Total 6 Rate of Female 6 Rate of Female g = 0
1 ,370 Nu?’nzer Executives Managers at % = =
of Employees at Senior Mid-Level 22T
R&D 1 0 261 Management Management v
Engineers
' 17% 11%
9 9 gz
3 8 3 8
Fresh Water -

Training per
Employee

58,5
hours

Energy
Consumption per
Vehicle Produced

(GJ/vehicle)

Saving Achieved
Through Energy
Efficiency Projects
(GJ)

83,094

Consumption per
Vehicle Produced

(m3/vehicle)

2.977
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Total
6,781 tonS 6,639 tonS 373,100 Donations »m
tons of Hazardous M3 G =
Equivalent of Waste of Water 22|1 31 |962 s S
CO, Reduced Recovered Recovered 9 TL & %

=5

x European Bank for Reconstruction and Development (EBRD) Gender Equality Award EO% é
ﬂ “Grand Prize for Technology” in the 12th Technology Awards organized by TUBITAK, TTGV, TUSIAD 5

g o

Ford Chairman’s Occupational Health and Safety Awards Program Appreciation and Participation § -
x Category Global First Prize, Innovation Category European First Prize, Award for Saving Lives ;

2y

Ford Europe Chairman’s Leadership Awards for Diversity in Workforce Award and External Part- 2 2
nerships Development Award g
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GOVERNANCE MODEL
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As one of the most long-standing and successful =
partnerships of the global automotive industry, Ford % 5
Otosan shapes its management understanding in line § ?
with the heritage bestowed upon its main shareholders, g %
namely Koc Holding and Ford Motor Company. =

fAigeureisng
1BIUSWIUOIIAUT

aoe)dyJdop
AAISN)OU|

uae|

Anigisuodsay [juawabeue)
181005

13



CORPORATE GOVERNANCE

14

While the principles of transparency, accountability, fair-
ness and responsibility underlie the spirit of our corpora-
te governance understanding, its fundamental structure
is shaped by the Corporate Governance Principles issued
by the Capital Markets Board (CMB) besides the interna-
tionally or locally well-accepted governance norms. We
present the main aspects of our governance model and
our practices ensuring the reliability of this model to the
attention of our stakeholders through our annually pub-
lished Corporate Governance Principles Compliance Re-
ports.

Bringing the shareholders and/or their representatives
together at least once a year, the General Assembly re-
mains the highest decision making body for Ford Otosan
and also elects the Board of Directors, responsible for the
company’s administrative operations. Ford Otosan Board
of Directors, which consists of 14 members elected for a
determined period which ends with the Ordinary General
Assembly to be gathered for the examination of accounts
of the upcoming period, includes 2 independent members
who meet the requirements indicated in regulations of
Capital Markets Board of Turkey. Chairperson and Gene-
ral Manager duties are performed by different individuals.
In addition to that, the 12 members of the Board of Di-
rectors other than the General Manager and Deputy Ge-
neral Manager are non-executive members. Featuring 2
female members, 7 members of the Board of Directors

are Turkish Republic citizens while the rest of the mem-
bers are foreign nationals. The main responsibilities of
our Board of Directors include identifying and following
up on the strategic goals for Ford Otosan; ensuring the
validity of the risk management and control systems as
well as the reliability of the internal audit mechanism and
compliance with the corporate governance principles.

In line with the Capital Markets Board regulations, the
following 4 committees are established for the Board to
fulfil the aforementioned duties effectively. These com-
mittees are the Audit Committee, Corporate Governance
Committee, Remuneration Committee, Early Determina-
tion and Management of Risk Committee. The Corporate
Governance Committee also performs the duties of a No-
mination Committee. While the committee members are
elected amongst the Board members, both 2 members of
the Audit Committee are independent members. Details
regarding the working principles of the Board Committe-
es are available on the corporate website.

Ford Otosan General Manager and the Senior Manage-
ment are responsible for the implementation of the stra-
tegic orientations and corporate policies set by the Board
of Directors. Ford Otosan senior management is compo-
sed of 23 managers specializing in various areas. 4 of the-
se are female managers while 21 managers are locals.

For detailed information regarding Ford Otosan corporate governance structure, Corpo-
rate Governance Principles Compliance Reports besides Annual Reports, please go to our
corporate website https://www.fordotosan.com.tr/en/investors/financial-statements/

annual-reports .

GRI102-18
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it

2 Female,
Total 14 Members

SUSTAINABILITY MANAGEMENT

The main focus of our strategic business
plan is developing an excellent business
model for generating sustainable added
value.

Established in 2015 with the participation
of our senior and mid-level managers rep-
resenting our operations in general, Ford
Otosan Sustainability Committee seeks to
actively implement the sustainability ma-
nagement of our company including the
social, environmental, economic and ethi-
cal responsibilities while providing mana-
gement, consulting and coordination ac-
tivities the organization and stakeholders
may need in that respect.

The committee informs the senior mana-
gement on the measures for implemen-
tation of the sustainability principles, as-
pects that could offer opportunities and
operation outcomes.

GRI 102-49
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Senior Management

4 Female, 21 Local,
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16

Drawing up Ford Otosan’s sustainability strategy
and policy and taking actions as a part of the related
responsibilities assigned during the process,

Drawing up a “sustainability roadmap” compatib-
le with the accepted strategy, and taking actions as
a part of the related responsibilities assigned during
the process,

Monitoring whether the sustainability strategy, policy
and goals and communication with all the stakehol-
ders and their trainings are ensured besides the imp-
lementation of the all the necessary procedures, stu-
dies and practices and therefore reporting all the data
in that respect.

Preparing suggestions for updating the sustainability
strategy, policy and goals and following up on the up-
date studies, remain among the duties and responsi-
bilities of the Ford Otosan Sustainability Committee.

Formed with multi-stakeholder engagement and the
use of systematic approaches, sustainability priorities
are the basis for defining our sustainability manage-

GRI'102-11/GRI'102-12 / GRI 102-46 / GRI 102-47 / GRI 102-49

ment’s strategic orientations. In 2016 we have upda-
ted the materiality process and determined the main
issues we will focus on in the period ahead.

The materiality study conducted in 2016 featured a
method of 2 stages. In the first stage, we held a work-
shop and discussed with over 40 Ford Otosan senior
and mid-level managers 45 issues that could pose
risks and opportunities on the sustainable business
model of Ford Otosan. After that, we asked over 100
stakeholders including our dealers, suppliers, sha-
reholders, representatives from the NGOs and local
administrations in the light of similar criteria. We then
consolidated the results reached with the assess-
ments and views of our managers and thus set the
Ford Otosan Sustainability Priorities.




Stakeholder Views:

FORD OTOSAN SUSTAINABILITY REPORT 2016

It is a brand, speaking for itself. Ford Otosan is not only a leading
automaker but also a series of inspiring business values. As EBRD,
we have been working with Ford Otosan since we started investing
in Turkey and at Ford Otosan, we witnessed the highest international
corporate governance standards which are infused into the identity
of the organization. Ford Otosan’s sophisticated accounting, internal

control and information transparency policies and procedures are
compatible with industry best practices, yet Ford Otosan always de-
sire for developing more.

Hande Islak
Regional Head, European Bank for
Reconstruction and Development (EBRD)

Defined by the UN in 2015, 17 Sustainable Develop-
ment Goals (SDGs) will last until 2030 and assign
many duties to the companies. We have therefore inc-
luded the SDGs in our materiality studies undertaken
in order to ensure harmonization of these goals with
our sustainability management operations. In that
respect, both at the workshop held with our managers
and in the process of receiving information from our
external stakeholders, we identified which of the go-
als overlap more with the sustainability aspects of the
Ford Otosan’s operation areas and felt more material
while understanding what the expectations of our sta-
keholders are regarding the specific goals. Therefore
the Sustainability Development Goals we would prio-
ritize as we planned our studies were finally identified.
While setting the material sustainability issues, we
also defined which of the 17 Sustainable Development
Goals they referred to. This way our material issues
could serve the Sustainable Development Goals.

GRI102-11/GRI 102-12/ GRI 102-46 / GRI 102-47 / GRI 102-49

The most effective way for our sustainability manage-
ment practices and the actions taken in our material
areas to be used is participating in the studies con-
ducted through well-accepted methodologies. In that
respect, we have been listed on the BIST Sustainability
Index since it was first launched and have also partici-
pated in the Carbon Disclosure Project (CDP) climate
and water programmes since last year. These studies
not only enable our sustainability performance to be
assessed and shared with investors but also provide
us with reliable paths to develop our policy, strategy
and practices further.

17
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RISK MANAGEMENT AND

i,

INTERN

T M el

Ford Otosan Board of Directors is the highest-level body
responsible for predicting, managing and monitoring the
risks in all Ford Otosan operation areas as well as ensu-
ring the validity of the action plans required with regard
to risk and crisis management and achievement of the
goals in these areas. Early Detection and Management
of Risk Committee has been established for enabling the
Board of Directors to fulfil these responsibilities more
effectively. The Committee is tasked with the early de-
termination of risks that might endanger the existence,
development and continuity of the company in addition
to taking the necessary precautions regarding the iden-
tified risks, conducting studies to manage the risks and
periodically reports the relevant outcomes obtained
from these studies to the Board of Directors. The Audit
Committee also plays a significant role in risk manage-
ment and contributes to the risk management activities
with the results from internal auditing processes condu-
cted. Hence the Early Detection and Management of Risk
Committee and the Audit Committee represent the risk
management studies at the senior management level.

GRI102-11/ GRI 102-12

AL CONTROL

R

Risk Management Team identifies, monitors and elimi-
nates the risk elements and reports its findings to se-
nior management. Holding monthly meetings, the Risk
Management Team identifies the financial, operational,
strategic and legal risks faced by the company, priori-
tizes them by rendering the risks measurable first and
monitors them on the risk management map drawn up.
Within the scope of the risk management studies, the
aspects that could come up throughout the value chain
in general are also taken into consideration for asses-
sing the sustainability risks and opportunities too. For
instance environmental issues such as climate chan-
ge, energy and emissions, water consumption, material
consumption; economy issues such as customer satisfa-
ction, brand management, supplier and dealer success,
innovation competency; social issues such as corruption
and bribery, gender equality, OHS and human rights are
addressed in this process to identify and manage the risk
elements.

Effectiveness of the internal control and audit activities,
which remain an important aspect of risk management,
is among the responsibilities of the Board of Directors.
Established in that respect, Audit Committee monitors
the effectiveness of the internal control and audit ope-
rations besides the compliance of the financial reports
regularly and submits its recommendations to the Board
of Directors in the light of its findings from these studies.
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Internal Audit Unit plans and implements internal
control and audit operations in the light of the feedba-
ck from the Audit Committee. Authorized to demand
any kind of information and records regarding all
company functions, the Internal Audit Unit tests over
3,000 control points in line with the control plan it pre-
pares every year. ldentified according to a risk-orien-
ted approach, these control points also cover many
sustainability issues from the fight against bribery and
corruption to human rights and environmental issu-
es apart from the financial, operational and legal risk
points. In addition to the company operations, control
and audit operations are also carried out for the other
value chain elements such as dealers and suppliers
with the participation of the related units.

In addition to the internal company audit functions
implemented, Ford Otosan operations are also audi-
ted by the audit units from Koc Holding, Ford Motor
Company besides many Government organizations
including Ministry of Finance, Ministry of Environment
and Urbanization, Ministry of Labour and Social Secu-
rity, General Directorate of Customs and independent
audit companies.

The findings and the measures taken as a result of
these studies are reported to the Board of Directors
through the Audit Committee, Early Detection and
Management of Risk Committee. Apart from that, all
these information are made public for our stakehol-
ders through the Early Detection and Management of
Risk Committee Activity Report chapter of the Annual
Reports. The report informs readers on the risk ele-
ments assessed and internal audit studies conducted.
Detailed information regarding our risk management
and internal control studies is available in Ford Oto-
san Annual Report 2016 as well as the website www.
fordotosan.com.tr

¥l
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GRI 102-16

BUSINESS ETHICS

Binding for all Ford Otosan employees, managers,
suppliers, dealers and business partners, Ford Oto-
san Code of Conduct, which is a guide outlining our
business ethics approach and remains a conduct com-
mitment for Ford Otosan Family. All our employees
and managers are responsible with abiding by these
principles, guiding their co-workers and related sta-
keholders in that direction as well as notifying certain
corporate organs in line with the related procedures
in case of a violation.

We regard the 10 principles of the UN Global Compa-
ct, signed by Ford Motor Company and Koc¢ Holding, as
well as the practices recommended by this initiative
for informing the public in a transparent fashion and
reporting as an indispensable part of our code of con-
duct. Ford Otosan Code of Conduct addresses a series
of issues including the valid norms for our relations
with internal and external stakeholders, prevention of
conflict of interest, principles for occupational health
and safety, environmental protection, product safety
and quality, ban of political involvement, intellectual
rights protection and confidentiality, personal data
confidentiality, prevention of unfair competition besi-
des the prevention of corruption, misconduct and any
similar illegal, illegitimate actions.

In order to ensure the implementation of the Ford
Otosan Code of Conduct, we inform company emplo-
yees of all levels about these principles and get them
to take online control tests. This information and test
process continue until full success is achieved. The
newly recruited employees are also informed on our
code of conduct as part of the orientation program and
declare in writing that they accept the code of conduct
they have read. The process ensures that all the Ford
Otosan employees and managers remain updated
about our code of conduct.
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Also covered by the UN Global Compact principles, the
fight against bribery and corruption remain an indispen-
sable elementfor Ford Otosan Code of Conduct. The main
instrument we utilize for ensuring that our employees
full comply with this important principle is the Ford Oto-
san Anti-Corruption Training, which is a training prog-
ram informing all our managers and employees on the
Ford Otomotiv Sanayi A.S. Anti-Corruption procedures.
In that respect in 2016 we provided 1,303 Ford Otosan
managers and employees with 651.5 hours training aga-
inst bribery and corruption. Apart from our employees
and managers, we also get all of our suppliers that need
to comply with the Ford Otosan Code of Conduct pass
the Ford Otosan Anti-Corruption Training. In that respe-
ct in 2016 we provided 244 participants in 122 supplier
companies with 122 hours of anti-bribery and corruption
training so that 100% of our suppliers have received the
training.

We adopt 0 tolerance to acts of bribery, corruption and
misconduct no matter whether they are for or against
the company and regardless of their scale. Issued in the
past period and also presented to all our stakeholders
over our website, Ford Otomotiv Sanayi A.S. Anti-Corrup-
tion Policy remains the most important indicator for our
uncompromising stand against bribery and corruption.

GRI102-16

Forbidding acts of bribery, extortion, influence peddling,
abetment, money laundering, trading with prohibited
persons, facilitation payment, political donations, Ford
Otomotiv Sanayi A.S. Anti-Corruption Policy regulates
the issues of gifting and hosting too. All our employees
and stakeholders are obliged to comply with the prin-
ciples identified regarding these issues. Therefore our
anti-corruption policy adopts the principle of “Non-Re-
taliation” as described by the article no.11 clause (a). In
line with this principle, because of their acts complying
with our ethical conduct and the anti-corruption policy,
which is an extension of our ethical conduct- for instance
refusing to participate in corruption and bribery, taking
measures to prevent this from happening and filing the
necessary reports regarding the situation- no employe-
es are to be subjected to any maltreatment or retaliation
even if the company suffers a loss from the employee’s
behaviour.

As clearly stated by our codes of conduct, we cannot hold
sides in any political or ideological thoughts, tendencies
or organizations nor can we lend support for political
parties, politicians and candidates as well as their acti-
vities and campaigns whether it be in a direct or indirect
fashion. We do not allow such activities take place in our
working places, nor do we allocate company resources
to such projects. The donations and sponsorship practi-
ces we conduct comply with our anti-corruption policy.
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Upon requests made, we contribute to the processes
for establishing public policies to resolve social, eco-
nomic, environmental or sector-specific problems as a
responsible corporate citizen by expressing our views
in a way without leading to any unfair competition and
on platforms open to public participation. In cases
where public institutions are also our customers, we
act in line with the legal regulations and in free com-
petition principles.

In the comprehensive evaluation process about star-
ting business partnerships, picking supplier and dea-
lers, we look into the past practices of the related pe-
ople or organizations as part of our code of conduct
and anti-corruption policy and establish business re-
lations with those people and organizations that comp-
ly. The employees or stakeholders acting in contrary
of the code of conduct or anti-corruption policy face
the sanctions stipulated by our company procedures.
Whether it be through services-goods purchasing or
representation, we do not establish business relations
with the companies, agents or people revealed to have
taken part in such contrary ways.

Formed with the participation of the Human Resour-
ces Director, Chief Legal Counsellor and Internal Audit
Manager, the Exceptional Case Management Commit-
tee is tasked on behalf of the Board of Directors and its
related committees with the responsibility of ensuring
that the related legal regulations and business ethics
principles are observed throughout the Ford Otosan
value chain.

In line with Ford Otosan Code of Conduct and Ford Oto-
motiv Sanayi A.S. Anti-Corruption Policy, all Ford Oto-
san employees, suppliers, dealers and business part-
ners are obliged to report through an easily accessed
and reliable mechanism created according to the set
procedures when they suspect incompliance. Whene-
ver such a suspicion arises, the employees report of
the case to their first line managers or to the senior
managers while the external stakeholders report to
the Internal Audit Directorate or the Exceptional Case
Management Committee in writing or via e-mail.

GRI 102-16

The identities and communication of the informer can
preferably be shared when reporting but the identities
of the informers are absolutely kept secret.

The Exceptional Case Management Committee reports
the findings of the investigation studies to primarily to
the senior management and to the Audit Committee.
If there is a case requiring to run the disciplinary me-
chanism, the Disciplinary Committee is composed of
the General Manager, Deputy General Manager, As-
sistant General Manager of Financial Affairs, Human
Resources Director and Assistant General Manager
of unit non-relevant to the case, deals with each case
separately in terms of legal regulations and Ford Oto-
san Code of Conduct and then decide on the necessary
action plan in line with the company’s disciplinary pro-
cedures.

Adopting a proactive approach regarding our studies
against corruption and bribery, we undertake risk ma-
nagement and internal control studies apart from pro-
ducing corporate policies, employee and stakeholder
trainings, process development and active complaint
mechanisms. The results from the assessments and
audits completed by the Risk Management Unit, Inter-
nal Audit Unit and Human Resources Unit are reported
to the company senior management through the Audit
Committee, Early Detection and Management of Risk
Committee as well as Corporate Governance Commit-
tee.
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Within the scope of our internal audit studies adopting
a risk-based methodology, we address the issue of an-
ti-corruption and bribery once every year. In that respe-
ct, we have audited all the company units for corruption
and bribery risks as we do every year while prioritizing the
units that deal with the transactions involving customers
and suppliers and take investment decisions according to
their risk position. Meanwhile the supplier performances
are monitored through the Purchasing Unit and the dea-
ler performances are monitored through our Sales and
After Sales Units.

During the reporting period, as part of the materiality
study conducted to improve our reporting practices beca-
use of the prioritization of the anti-corruption and bribery
issues in terms of reporting, we asked for the views of
over 100 external stakeholders such as suppliers, dea-
lers, NGOs, local administrations. Apart from our internal
stakeholders. In the light of the results we obtained, we
have upgraded the reporting elements regarding our an-
ti-corruption and bribery policy from process statements
to the reporting of the management approach and per-
formance indicators. Therefore we have also developed
further our reporting level regarding our anti-bribery and
corruption performance.

Within the scope of the internal control and audit stu-
dies conducted during the reporting period, no significant
case violating the legal regulations against bribery and
corruption risks or corporate policies were discovered in
our company operations. In the same way, there were no
major risk elements of bribery or corruption encountered
regarding our current dealer and supplier operations.

GRI'102-16 / GRI 102-40 / GRI 102-42 / GRI 102-43

Processes related to the minor non-conformities and risk
factors are examined carefully and corrective actions are
planned and process revisions are made regarding closu-
re of identified gaps, as well as additional control points
are defined.

STAKEHOLDER RELATIONS

In line with our understanding of governance, we seek
to establish long-term relations based on mutual trust
with our stakeholders. The primary condition for this
lies in being fair, transparent and accountable. Therefo-
re, we provide accurate, complete and prompt informa-
tion for our stakeholders regarding our operations and
the performance results we have obtained in the light of
the principles set by Ford Otosan Information Policy. The
methods we use in our communication operations and the
frequency of the communication is set according to the
expectations of the related stakeholder group.

Collaborating with especially the NGOs and stakeholder
groups that we share common goals and principles with,
we undertake joint studies with them. We contribute ef-
forts to resolve social or sector-specific issues by beco-
ming member of occupational or professional organizati-
ons, participating in their management or their working
groups.

You may reach Ford Otosan Information
Policy on our corporate website
www.fordotosan.com.tr

&
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Stakeholder Group

Type and Frequency of Communication Practices

Shareholders and Investors

Investor Presentations (monthly), One-to-One Meetings (on demand), Finan-
cial Tables, Annual Report (quarterly), General Assembly Meetings, Corporate
Governance Compliance Report, Risk Management Report, Sustainability Report
(annual], Material Disclosures (when needed), Corporate Website (continuous)

Dealers

Annual Report, Sustainability Report, Dealer Meeting, Dealer Satisfaction Sur-
vey, Customer Satisfaction Survey (once a year), Dealer Council, Internal Publi-
cations (at various periodic intervals), Dealer Trainings (continuous), One-to-0-
ne Meetings (on demand)

Supplier and Contractor
Companies

Annual Report, Sustainability Report (annual), Ford Otosan Code of Conduct,
Trainings (continuous), Awards Ceremony, One-to-One Meetings (on demand),
OHS Committees (once a month)

Employees

Ford Otosan Code of Conduct, Intranet Portal, Notice and Announcements,
Training Studies, Corporate Portal, Internal TV broadcasts (continuous); Sug-
gestion, Appreciation and Rewarding System (instant); OHS Committees, Wor-
king Groups and Committees, Surveys and Studies, Internal Publications, Social
Activities, General Manager’'s Message Bulletin, Internal Magazine Publication
(at various periodic intervals), Performance Management System, Annual Re-
port, Sustainability Report, Employee Engagement Survey, Open Door Meetings
(twice a year), Leadership Meetings (four times a year)

End Users

Customer Satisfaction Survey, Annual Report, Sustainability Report, Exhibition
Participations (annual], Product Labels and User Manuals, Marketing Commu-
nication Studies (continuous)

Local Community

Annual Report, Sustainability Report (annual], Social Projects, Donations and
Sponsorships, Grievance Procedure (continuous), Information Meetings, News
Bulletins (when needed)

Local Administrations

Annual Report, Sustainability Report (annual), Meetings and Interviews (on de-
mand)

Public Institutions

Annual Report, Sustainability Report (annual), Information Reports, Auditing
Practices (at various intervals), Meetings and Interviews, Product and Technical
Trainings (on demand])

NGOs

Annual Report, Sustainability Report (annual), Working Groups, Committee and
Board of Directors Memberships (periodical], Memberships (continuous), Joint
Projects and Initiatives, Meetings and Interviews (on demand)

Other Ford Motor Company
and Ko¢ Holding Companies

Annual Report, Sustainability Report (annual), Working Group and Committee
Meetings (at various periodical intervals), Project Partnerships (continuous)

Universities, Academics, Voca-
tional High Schools and Ford
Otosan Labs

Annual Report, Sustainability Report (annual), Academic Congress and Seminar
Participation, Articles and Publications, R&D Project Partnerships, Internship
Opportunities, Training and Technical Support (continuous), Sponsorships and
Supports, Support for Academic Research and Publications, Meetings and Inter-
views (on demand)

Media

Annual Report, Sustainability Report (annual], Interviews and Commentaries,
Meetings and Interviews (on demand), Press Releases, Material Disclosures
(when needed)

GRI 102-40 / GRI 102-42 / GRI 102-43
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STRONG FINANCIAL AND
COMMERCIAL PORTFOLIO
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Having a robust financial and commercial portfolio
is the fundamental condition for creating added
value through a sustainable business model. Our steady
growth, the economic value we generate, the invest-
ments we have made and our customer-focus principle
are the aspects that develop the added value we
produce for our stakeholders.
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STRONG FINANCIAL STRUCTURE AND ECONOMIC VALUE GENERATION

T ¥ '
L ]
e "

During the reporting period, we have continued to improve the revenue rise we have enjoyed since the past periods
and increased it to 18.3 billion TL. Therefore, our turnover has increased by 9% in the reporting period and by 87% in
the last five years. In 2016 we have invested 602 million TL as part of our operations to increase production capacity

28

and product diversification.

Financial Information 2015 2014

Sales Revenues (Million TL) 18,289 16,746 11,925 11,405
Gross Profit (Million TL) 2,086 1,860 1,131 1,128
Operating Profit (Million TL) 1,111 1,036 541 670
EBITDA (Million TL) 1,567 1,441 846 856
Profit Before Tax (Million TL) 970 866 390 452
Net Profit (Million TL) 955 842 595 641
Investment Expenditure (Million TL) 602 466 858 1,312
Financial Debt (Million TL) 2,852 2,561 2,350 2,291
Net Financial Debt (Million TL) 1,663 1,580 1,773 2,053
Net Financial Debts / Tangible Equity 0.64 0.63 0.79 1.13
Gross Margin 11.4% 11.1% 9.5% 9.9%
EBITDA Margin 8.6% 8.6% 7.1% 7.5%
Operating Profit Margin 6.1% 6.2% 4.5% 5.9%
Net Profit Margin 5.2% 5.0% 5.0% 5.6%
Return on Equity 30.2% 27.5% 21.6% 28.7%
Dividend Payment (Million TL) 663 400 175 300
Yearend Market Value (Billion USD) 3.1 3.6 4.9 3.7

GRI 102-7
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The effective value chain we have created underlies our success for being the leading producer of the Turkish au-
tomotive sector, exports champion for Turkey in 2016 and the automotive exports champion for the last six years. -
As the main manufacturer of this value chain, we continue to create economic value for our stakeholders in pa- gj & z
rallel with our increasing success. During the reporting period out of the 18.3 billion TL worth economic valuewe = © §

have generated 17.5 billion TL has been distributed throughout the value chain in supply expenditures, employee
wages, dividend and tax payments and social investments.

Direct Economic Impact (Million TL)
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Economic Value Generated 18,289 16,746 11,925
Net Sales 18,289 16,746 11,925
v 5
Economic Value Distributed 17,510 15,799 11,283 g §
3 3
Operational Costs 15,933 14,583 10,487 2 S
Employee Wages 872 789 610 -
g
Dividends 663 400 176 S a
Tax Payments 20 9 1 83
Donations, Sponsorships, CSR and Social 29 18 9 §
Investments & 3
3 2
Economic Value Retained 778 947 642 3
e
Ty
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Our pioneering position as the first and leading producer of the Turkish automotive sector developed further in 2016
too and was crowned by R&D and exports championships. We produced 62% of the commercial vehicles and 22% of
the total vehicles in the Turkish automotive industry. Our exports accounted for 65% of Turkey’s commercial vehicle

exports and 25% of the total motor vehicles exports.

Passenger Cars 756,938 41,370
Light Commercial Vehicles 121,620 31,911
Medium Commercial Vehicles 105,162 36,323
Trucks 18,482 5,199
Total 1,004,313 114,803

*Covers all heavy commercial vehicles except for buses and midibuses.

5.5%

26.2%

34.5%

28.1%

11.4%

GRI 102-6 / GRI 102-7
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Main Export Markets
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IN 2016 FORD OTOSAN

Produced
of the com-
mercial vehicles in
the Turkish auto-
motive industry and
of the total
vehicles.

Accounted
for of
Turkey's
commercial
vehicle =

exports.  gr—=—

Ranked top
exporter of its
sector and in
Turkey with its

exports
revenue.
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Continued its
Innovative leadership
of the automotive sec-
tor with its R&D
engineers and
R&D expenditure
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CUSTOMER SATISFACTION AND QUALITY

Ford Otosan’s primary priority remains maintaining cus-
tomer satisfaction at the highest level. For that purpose,
we seek to achieve excellence in all our business pro-
cesses, products and services. As far as we are concer-
ned, excellence represents a never-ending adventure
of development. That is why it is the responsibility of all
our employees to make the continuous improvement un-
derstanding as the basis of our operations.

In order for ensuring excellence and quality in our busi-
ness processes, we comply with internationally recogni-
zed management system standards. While the main gu-
ideline we implement in that respect remains ISO 9001
Quality Management System, we comply with various
system standards regarding various aspects of our ope-
rations. For instance, ISO 14001 Environmental Manage-
ment System, ISO 10002 Customer Satisfaction Manage-
ment System, ISO 14064 Greenhouse Gas Quantification
and Verification System, ISO 50001 Energy Management
System, OHSAS 18001 Occupational Health and Safety
Management System and I1SO 27001 Information Secu-
rity Management System. Thanks to regularly conducted
audit and certification studies, we ensure our complian-
ce levels with these standards and carry out continuous
improvement studies.

One of the most important conditions of achieving cus-
tomer satisfaction is informing our customers fully and
accurately on our products and services. Therefore, we

establish channels for our customers to reach the infor-
mation they might need easily. For example, our website
and product information documents offer technical in-
formation as well as user instructions and information
about how to access to communication lines. In addition
to that, our dealers and service shops are also one-on-
one communication channels enabling our customers to
reach direct information. We therefore organize infor-
mative studies for dealer and service shop employees so
that they can provide our customers in best and high qu-
ality norms. Our call centres, which the customers can
access directly, are also channels that offer information
for them as well as enabling them to convey their comp-
laints and expectations.

Advertisement and promotion activities are also chan-
nels for our customers to access up-to-date information
regarding our products and services. We act in line with
Commercial Advertisement and Unfair Commercial Pra-
ctices Regulation prepared by the Ministry of Customs
and Trade and the Ministry of Industry, the decisions
and regulations of Advertising Self-Regulatory Board, as
well as other relevant legal regulations. We take much
care not to use any elements that could deceive, mis-
guide, set a bad example, or are against ethical norms,
reality and general safety rules while preparing our ad-
vertisements and promotion materials. Thanks to our
rigorous approach in the issue of product labelling and
information, there were no cases of incompliance with
legal regulations in the reporting period.




Customer Experience Surveys *

The most important information we use for improving
our product and service quality is received from cus-
tomer feedbacks and we obtain that information from
customer experience studies conducted internally and
by independent organizations.

*The percentages are net promoter scores.

According to the survey
held in 2016, our customers as-
sessed their experiences during
the sales processes at the dea-
lers as 90% in the passenger car
and commercial vehicle segment
and as 87% index in the heavy

commercial vehicle
segment.

GRI 102-44
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In the 2016 survey results,
our customers assessed maintenan-
ce-repair experiences at the dealers
during the service processes as 81%
in the passenger car and commercial
vehicle segment and as 86% index in
the heavy commercial

vehicle segment.
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SUPPLIER AND DEALER SUCCESS

36

A developed value chain is the first condition for enjoying
success in many areas from business continuity to qua-
lity, from efficiency to customer satisfaction. The supp-
liers and dealers that have operated within our value
chain have played an important part in our ever-increa-
sing success starting from the day we were established.
Therefore, the business success of our suppliers and de-
alers, which we regard as our main business partners,
play a critical role for developing sustainability in our bu-
siness model.

The supply chain for the automotive industry is much
more complicated when compared with many other in-
dustries. The suppliers usually serving for more than one
major industry have also sub-suppliers. Conducted by our
units responsible for purchasing operations, our supply
management operations are divided into two main areas.
The first of these is the material supply provided by Ford
Motor Company. The other part of our supply operation is
composed of the raw materials, semi-finished products
provided by 1,785 suppliers and all the other services and
investment purchases, which we use in production.

GRI 102-9

Ford Otosan operations also account for the main custo-
mer portfolio of our 30 suppliers. In 2016, these opera-
tions reached as high as 56,700 purchase files and their
scope reached 2.1 billion euros, 2 billion euros of which
is local purchasing operations.
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Encouraging our suppliers about developing innova-
tive systems and practices regarding main sustaina-
bility management areas such as quality, efficiency,
human rights and working environment as well as
environmental performance, we include our expecta-
tions regarding these issues in our purchasing cont-
racts and therefore take partin developmentand com-
munication operations. In that respect, our supplier
certification practice, which involves training and au-
dit operations about the issue, play an important role.
For that purpose, we implement the Q1 quality mana-
gement system implemented by Ford Motor Company
worldwide. Within the scope of this system, one of the
critical issues for the direct purchasing suppliers is to
get third parties to certify that they work in complian-
ce with standards such as TS 16949, 1SO 14001. During
the reporting period, 90% of the 492 active suppliers
we work had certifications.

Launched in 2016, our Supplier Risk Management ap-
proach helps us organize training, awareness incre-
asing, development, certification, risk categorization
and following up on the corrective actions besides
sustainable purchasing and supply chain operations.
During the period, we provided 29 trainings on human
rights, gender quality and work-life, quality and sys-
tem issues for 1,667 participants from our 122 supp-
lier companies. Meanwhile the number of suppliers
we audited for working conditions and environmental
issues reached 54 and 47 of them completed all their
corrective actions required of them while the related
studies are underway for the 7 companies. As a re-
sult of the audits, there were no supplier companies
whose purchasing contracts were terminated due to
incompliance with the Ford Otosan criteria.

GRI102-9

Gender Equality Supplier Extension
Project

During the reporting period, our purchasing
expert volunteering trainers began to provi-
de gender equality trainings for our suppliers.
In that respect, 350 participants from our 120
suppliers participated in the 3 training seminars
held in Gebze, Bursa and izmir. The project also
won the Chairman’s Leadership Awards for Di-
versity 2016 award from Ford Motor Company.

Supplier commitment is an important aspect for con-
tinuity and quality of our production and operations.
In order to measure supplier commitment throughout
the sector, Supplier Commitment Survey for Vehic-
le Manufacturers was held in collaboration with the
Automotive Industrialists Association (0SD). We then
held a Supplier Commitment Workshop with the par-
ticipation of our 21 focus group suppliers in order to
share the results from the survey with them, recei-
ve their feedback and create our action plan for that
purpose.

We support the successful examples by awarding
10 suppliers showing the best performance among
the direct purchasing suppliers at the Manufacturer
Awards Ceremony we hold annually. In the same way,
we ensure that the local manufacturers participate in
the Supplier Summit meetings held by Ford Europe
in order to support their business potentials develop-
ment. In 2016 9 of our local suppliers participated in
these meetings along with their senior managers.
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Stakeholder Views:

As vehicle suppliers of Turkey, we have comprehensive cooperation
extending to various fields and exceeding short limits of vendor-bu-
yer relations. Ford Otosan supports our social responsibility projects,
education activities and social conformity activities; respectively we
follow, support and volunteer in similar initiatives of Ford Otosan. We

will share same understanding and effort for sustainable growth and
development today and in future as we did in the past. We are thankful
to Ford Otosan for their support and contributions.

Alper Kanca
President of TAYSAD

Supplier Application Ford Otosan Supplier
Portal Project Network Update Project

With the aim for digitalizing our purcha-
sing processes and reach operational ex-
cellence, we launched the Supplier Appli-

Ford Otosan Supplier Network is the part
of Ford Otosan system open to our supp-

cation Portal Project in 2016 as part of the LGS SR ITTEETIEire of toe

Ford Otosan innovation strategy. Thanks
to the project, our corporate website now 2016 in order to enable faster and more
hosts a Supplier Application Portal, which effective access by today’s standards.
is an easy and fair online platform for the

companies seeking to become a supplier

online platform was developed furtherin

for Ford Otosan.
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Stakeholder Views: ‘E e
As Ovali, a Ford Otosan dealer and reprensetative of 56 years, we
believe in sustainability of the group and organization we belong to, g
. < O
furthermore we know that our future relies on that. § S g
o

When defining sustainability, not only we understand economic and
production aspects but also social and environmental aspects as
well.

In terms of maintaining economic sustainability Ford Otosan allo-

cates resources for new models, R&D, service quality, production
processes as well as works for improving conditions in the country
we live in and in the world. Over the years, they have been growing
in terms of exports, production, market share and employees as a

g
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5
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o
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result of investments they made. While growing in economic terms, n 9
they also work in various economic, social, environmental fields for Osman Ovall z § &
public benefit; encourages us, dealers, suppliers and employees in Owner of Ovali Dealer §§§
these aspects. Ford Otosan has been proven its sustainability throu- 7w
gh its visons for many years now and they will continue with this bro-

ad perspective. As a dealer, we will continue to support Ford Otosan

during this process. g o g

During the reporting period, we continued our studies for ensuring business success and development of our
authorized dealers and services, which constitute one of the most essential elements of our value chain. We
seek to increase the technical competencies, management capacities and knowledge of our dealers and service
shops. The Dealer Council practice we conduct help us receive feedback from the dealers so that we can impro-
ve our practices further. This way not only do we develop customer satisfaction but also support our authorized
dealers and service shops to increase their business success.
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The socio-economic and environmental conditions the
world has come to face increase the need for mobility and
transportation while different and innovative solutions are

required to be designed to address these needs. It is envisioned

that the need for smarter, more efficient and more comfortable
vehicles and models will increase even further as the climate
problems surface, customer expectations begin to
differ and smart city understanding develops.
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Thanks to our innovation program, which is one of the most im-
portant focuses of our business strategy, we implement model,
infrastructure, technology, design and product development
studies that will help us develop Ford Otosan’s competitive
edge and continue our commercial success in the future in line
with the product strategies set by Ford Motor Company.
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INNOVATION MANAGEMENT
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Dating back to 1961, our R&D history has helped us play a
leading role in the Turkish automotive sector so far. The
fact that we are the only Turkish automotive company ca-
pable of designing an end product from the scratch inclu-
ding the engine, design and other components is a clear
indicator of our superiority in the market. The studies we
conducted in 2016 took our R&D championship, marked
by our technical competence, infrastructure, R&D staff,
investment and patent portfolio, to a whole new level. In
addition to the products we produce, the fact that we are
evolving to an automotive technology company exporting
engineering makes us even more proud of being Turkey’'s
exports champion. Another aspect that proves our global
significance within the Ford ecosystem is that we are Ford
Motor Company’s global design and engineering centre
for the heavy commercial vehicle and diesel engines as
well as the main support centre for light commercial ve-
hicle design and engineering.

Our innovation studies, which constitute one of the main
components of the company’s main business strategy, are
conducted under the leadership of our senior manage-
ment. The strategic orientations set by the senior mana-
gement are implemented by our R&D centres in line with
the plans made by the Intellectual Rights Committee. We
assess the R&D studies we have conducted at the Inventi-
on and Patent Assessment Meetings held within the Glo-
bal Ford World and Ford Otosan.

Evaluated at a level from the senior management to the
entire R&D organization according to a performance ma-
nagement system, R&D studies are also addressed by the
audit studies conducted by the internal control and sha-
reholders.

We seek to make innovative thinking and being R&D-fo-
cused a part of our corporate culture. For that purpose,
we provide innovation trainings for our employees with a
scope that goes beyond our R&D personnel in an effort to
ensure that the effective suggestions made by our emp-
loyees could provide an input for our R&D studies. In that
respect, we also establish an infrastructure that makes it
easier for the ideas of the employees to mature into proje-
cts open for development. During the reporting time, “Fi-
kirhane - Idea Factory” practice we completed remains an
essential ground for this vision.
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Our innovation studies are focused on three main as-
pects. These aspects are product development stu-
dies including the development of engine, powertrain,
body, interior space besides fuel economy, emission
optimization, driver assistance systems, new mobility
systems development studies for meeting the futu-
re needs and finally process development studies to
make Ford Otosan operations more efficient. Especi-
ally within the scope of the Industry 4.0 concept, the
studies for increasing digitalization of the production
operations remain an important position in our cur-
rent innovation practices.

In that respect we spared 384 million TL for the R&D
projects and investments we conducted in 2016. The-
refore we have allocated 2.5% of our turnover on ave-
rage for R&D, which is much higher than the average
rate in Turkey. Moreover, we are a leader in Turkey in
terms of R&D employment with our 1,370 R&D emp-
loyees.

As a result of all that developed R&D capacity and our
experience exceeding over 50 years, we have turned
into an R&D exporter and exported 80 million USD
worth engineering in 2016. In other words, the engi-
neering exports we made since 2010 have reached 400
million USD.

Together with 187 new applications we made in 2016,
total patent and utility model application made since
2003 by Ford Otosan reached to 899, 282 of which re-
sulted in registration. Due to portfolio analyses and
recent technological developments, Ford Otosan has
decided not to keep some of the patents and utility
models under protection anymore.

By the yearend 2016, Ford Otosan holds 110 patent
documents as well as 1 utility model document in its
portfolio. Turkish Patent Institute continues to review
614 patent and utility model applications.

Ratio of R&D Expenditure
to Turnover (%)

3.2
26 2.9
23 2.4
2012 2013 2014 2015 2016
Number of R&D Engineers
1378 1,370
1,350
1,277
1,240
2012 2013 2014 2015 2016

Document Total in

Patent Portfolio Portfolio Application
2016 725 111 187
2015 545 102 137
2014 477 115 110
2013 429 141 80
2012 362 122 73
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, In @ controlled environment instead of performing
them on the roads open for general use in the past.

University - Industry Cooperation

University-industry cooperation plays an important role for speeding up development in fundamental §
increasing scientific research in these areas and translating the knowledge produced by the universiti
technology by the industry. For that purpose, we undertake collaborative projects with various univers
including Bogazici University, istanbul Technical University, Middle East Technical

University, Yildiz Technical University, Koc University, Kocaeli University, Okan

University besides Tiibitak Marmara Research Centre.

Apart from the joint projects conducted with universities, we also support the
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EFFICIENT AND LOW EMISSION VEHICLES

Changes in the legal, environmental and demographic conditions lead to significant differences in consumer
expectations. Due to these differences, global automotive sector is now also focused on developing new engi-
nes and systems for the sake of fuel efficiency and reduction of greenhouse gases stemming from vehicle fuel
consumption.

As Ford Otosan, we implement various projects in line with Ford Motor Company

product strategies for new engine, transmission, mechanical and electronic
systems. Our studies reduce fuel consumption for vehicles while improving
the emission values, which in turn decrease the environmental footprint

of our products and also provide us with competitive advantage in the
market thanks to consumers’ appreciation.

Consolidated Emission Levels of Vehicle Families' (g CO2/km)]

22?.9 221.%22 ) 9912
216.8 : 188.5 3

1842 1720 -

172
m 2015

m 2016

Transit Transit Transit Tourneo Tourneo Transit Minibiis
Van Kamyonet  Custom Custom Courier Courier

" For calculating the consolidated greenhouse gas emission levels of the vehicle families, 2015 and 2016 sales amounts
and on average unit emission levels are taken as basis.
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optiTruck Project

Heavy commercial vehicles constitute the backbone of
the logistics sector and are an important greenhouse gas
source due to their emission levels and the frequency of
the times they are used. Despite the improvements made
inrecentyears, the European Council predicts that the gre-
enhouse gas emissions stemming from heavy commercial
vehicles will not change much unless more effective mea-
sures are taken.

In the light of this prediction, optiTruck project bringing
11 project partners from 7 European countries within the
framework of Global Optimiser system began in 2016. The
project seeks to utilize smart powertrain control systems his project has recelved funding from the
and calibration methods as well as ITS and big data packa- European Union’s Horizon 2020 reseach
ges including transport mission, road topography, weather and innovation programme under grant
and road conditions so that the powertrains could reach agreement No 713788.

maximum efficiency. The prototype to be produced as part
of the project is planned to be over 20% more efficient
when compared with the energy consumption of a heavy
commercial vehicle in Euro 6 standards.

" P




DW10FP Engine Development Project

FORD OTOSAN SUSTAINABILITY REPORT

2016

Completed after a product development process of 5 years, DW10FP Engine Development Project has been
used on Mondeo, S-Max and Galaxy platforms and then in 2016 began to be implemented on the Edge platform,
SUV vehicle offered to European market. Project has been completed with better results than expected in ter-

ms of fuel economy and emission performance.

Within the scope of the project, DW10FP is developed as the Ford's
first diesel serial double turbo engine and is equipped with an exha-
ust system featuring LNT, DPF and pSCR so that it can comply with
the Euro 6 emission levels. DW10FP also offers major high-tech in-
novations such as an electric thermostat, an oil pump with flexible
volume, active front grill wings. At the end of the project, the engine
output of DW10FP has been increased from 204 Ps to 210 Ps and co-
mes with a considerably low level fuel consumption of 152 gr/km on
NEDC combined fuel consumption basis.

Ranger Puma Eué.1 Project

Thanks to the 2.2 and 3.2 TDCi Duratorq engines developed in 2015,
Ranger and Everest vehicles reached Euro 5 emission levels, amoun-
ting to save 23% on fuel. In 2016 the Ranger vehicles were equipped
with DOC, DPF and SCR exhaust systems to comply with the Euro
6 emission regulations. An engine software update has also been
introduced to achieve lower emission values at the same fuel con-
sumption values.

Transit ICA Ecoblue Engine Project

Switching to Euro 6 emission level with a project to integrate the
2.0 liter Euro 6 Ford EcoBlue diesel engine with 105 PS, 130 PS and
170 PS output power options, the project has led to saving 9% on
fuel consumption and reducing 55% on NOx emissions as far as the
Transit and Transit models are concerned. On top of the new engine
series, these models now come out with advanced technology dri-
ving assistance systems such as side wind stabilization, traffic sign
recognition system and accident prevention assistance with pedest-
rian/vehicle identification feature.
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Project for Developing Air Controller Architecture for Heavy Vehicle Diesel Engines

Air controlling software controls dynamically the pressure and oxygen amount of the gas getting into the
engine in order to meet the expected power/fuel consumption of the vehicles while also checking the
chemical contents of the gases leaving the exhaust pipe and helping the diagnosis of the breakdowns of
the elements accounting for the airway of the engine.

The current software used are imported from abroad as they are not implemented in Turkey and beca-
use their fundamental architecture is based on passenger vehicles, they do not support the equipment
and driving conditions of heavy vehicles fully.

Implemented in order to build up Turkey’s capacity for cre-
ating such software architectures and meet the needs that
might rise because of Ford Otosan’s future engine strate-
gies through local resources, the project seeks to design,
develop and implement the airway controlling software for
Ecotorqg diesel engines, whose intellectual property rights
belong completely to Ford Otosan.

Conducted in collaboration with a university, local airway
controlling software for heavy vehicles will be developed for
the first time in Turkey and we will overcome the incompati-
bility of the current software with heavy vehicle technologies
and come to own a flexible and easy to calibrate software.

New Generation Ford Transit Courier and Ford 1848T

Launched for consumers during the reporting period, new generation Ford Transit Courrier and Ford 1848T
have achieved lower fuel consumption and emission levels than their competitors. New generation Ford
Transit Courrier has reached 99 g/km emission level, 7 g/km than its closest competitor, thanks to its ae-
rodynamic body, efficient 1,5L Duratorq TDCi engine and Start/Stop properties.

As for Ford 1848T, which boasts new generation
12,7 L Ecotorqg Eué engine, improved aerodynamic
body besides new technologies such as variable
steering wheel pump, adjustable air compressor,
comes with 8.5% fuel consumption advantage when
compared with the 1846T from the previous
generation.
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VEHICLE SAFETY

The primary priority of our product development stu-
dies is to provide our customers with a driving expe-
rience of high safety norms thanks to high tech and
innovative design and materials used. Therefore we
ensure the compliance of all our products with the le-
gal regulations of the markets they are launched in,
Ford Vehicle Safety Design Guide and generally ac-
cepted safety standards. There are no incompliance
cases for the vehicles we produced in 2016 regarding
the legal norms identifying safety conditions.

We equip our vehicles with the most advanced acti-
ve and passive driving safety technologies. Thanks to
these practices, our vehicles rank among the safest
vehicles of their classes not only according to the au-
dits of the Ford test centres but also by passing many
independent tests evaluating the vehicle and traffic
safety norms such as Euro NCAP, US NCAP, AU NCAP
with a high level of success.

GRI 102-11/GRI 102-12
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Increasing in parallel with the growing population, the
need for mobility calls for supporting the urban life, which
offers limited physical conditions, with a smarter infrast-
ructure. Especially today, the fact that individual access to
the internet has become widespread to a great scale be-
sides the fast-developing availability of the technologies,
big data clusters in the cloud environment to be used in
coordination with the city infrastructure and armatures
calls in parallel with a growing need for equipping the ve-
hicles, which remain an indispensible aspect of mobility,
with smarter systems. The development of these techno-
logies will lead to the production of safer, environmentally
friendlier vehicles reducing the time spent in traffic, ma-
king life easier and creating added value for the consu-
mers.

Therefore the demand from consumers will be directed to
vehicles equipped with such capabilities.

As the vehicles get smarter, they will continuously com-
municate with each other and the infrastructure elements
and will process big data clusters fast. Consequently they
will process the real time safe driving, digital map, sig-
nalisation and emergency data instantly to decide for the
most efficient and safest driving options, therefore ma-
king it possible to develop autonomous vehicles leaving
the drivers with minimum need to intervene. Thanks to
these properties, travel and driving experience will signi-
ficantly increase while especially aged consumers and di-
sabled users will be able to meet their individual mobility
needs in a more efficient and safer fashion.

Network Connected and Prescient Vehicle Controlling System Development Project

Network connected vehicles and prescient vehicle controlling systems remain among the newest technologies for
improving fuel consumption of heavy vehicles, reducing maintenance costs and providing added value services the
customers. Besides GSM, Wi-Fi and GPS connection properties for the Cargo trucks, we plan to provide added value
functions and services for our customers with the development of an electronic control unit and ADAS (Advance Dri-
ver Assistance System) featuring the topographic information regarding the roads. Within the scope of the project,
not only are we working on the functions such as the controlling of the powertrain systems and prescient cruise
control but also on supportive functions for evaluating driver behaviours, remote software update, data collection
and error network connected diagnostics functions.

In addition to the benefits it will provide for our consumers, the project stands out as the first of its kind devised for
serial production in this area and is the first stage for the roadmap of autonomous vehicle development. Therefore
the project contributes a great deal to national know-how accumulation and technological development. The project
is also noteworthy in terms of its potential to reduce CO, emission and the positive impact it will make on the envi-
ronment.




Development of Vehicles fit for Disabled Access

The projects launched in the previous periods for ma-
king our vehicle platforms used for mass transportati-
on to be fit for easy access of the disabled passengers
continued during reporting period too. In that respect
in 2016 our Sancaktepe R&D Centre completed the ho-
mologation and certification processes of our 10+2+1,
6+3+1 and 2+2+1 vehicles for disabled passenger
transportation and fit for the use of hospitals, municipa-
lities, nursing homes, physiotherapy centres and speci-
al disabled schools while providing them for the use of
various organizations.

Our disabled access granting 16+1+1+2 minibuses de-
signed for mass transportation to carry passengers
both standing and the disabled are now working in vari-
ous locations in Turkey including

Sakarya and Fethiye.

We have also completed the engineering studies for our
14+1+1 vehicles to act as disabled access granting ser-
vice shuttles and school shuttles in 2016. We plan to int-
roduce these vehicles in the second half of 2017.

=

i

Assume Project

Funded by the European Union EUREKA
cluster program and various national or-
ganizations including TUBITAK within the
framework of ITEA 3, Assume Project No.
14014 seeks to develop software tools
in a low-cost fashion complying with the
standards for developing, verifying and
checking the software, which remains of
critical importance in terms of ensuring
safety and performance. An international
consortium composed of various compa-
nies and universities implements the pro-
ject. Within the scope of the project, Ford
Otosan works on developing driver assis-
tance systems such as automatic emer-
gency braking, lane detection and warning
systems as well as debugged software
focused on vehicle dynamics such as air
suspension level control and semi-active
suspension control systems.

FORD OTOSAN SUSTAINABILITY REPORT 2016
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FIKIRHANE
IDEA FACTORY

Everything begins with an idea
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FIKIRHANE

“Fikirhane - Idea Factory” is an in-house innovation plat-
form allowing Ford Otosan employees with an entrepre-
neurial spirit to bring their ideas designing the future to
maturity and implement. All the breakthrough innovations
begin with a simple idea in life and then they flourish in
a participatory environment marked by open minds, and
eventually turn into products adding not only value to our
lives but are also by then deemed essential for us.

Ford Otosan’s internal entrepreneurs, whom we call “idea
magicians [fikirbaz)”, submit their new ideas on current
products, services and business models to Suggestion
System on the Fikirhane through desktop or mobile app-
lications. Once implemented by the related units, the su-
ggestions are evaluated within the scope of the Ford Oto-
san Suggestion System and the owners of the ideas are
rewarded.

Capable of changing the structure of the current products,
services and business models in the market, the semi-ra-
dical/radical ideas are submitted to the Fikirhane throu-
gh campaigns started in various periods of the year. Once
they have matured in Entrepreneurship Camps, prioriti-
zed ideas are evaluated the Innovation (INOVAK) Commit-
tee chaired by Ford Otosan General Manager Mr. Haydar
Yeniglin. Projects receiving favourable scores during pro-
ject development phase are approved by Innovation Com-
mittee for commercialization.

The ideas prioritized by the Fikirhane are managed ac-
cording to the “Lean Startup Methodology”. The teams
to implement the idea are given comprehensive trainin-
gs regarding the methodology while mentorship services
provided by the Consulting companies specializing in this
field. One of the most important expectations of the prog-
ram is creating a Minimum Viable Product and testing it
on customers. Minimum Viable Product is a product that
is yet to be finalized but bears the fundamental proper-
ties of the value proposition presented to customers by a
new product. It is used to learn the customer’s views and
ideas regarding the value offer and business model. They
are used for understanding customer views on value pro-
position and business model. The teams can change the
business model depending on the data from the meetings
held with the customers.

As far as the ideas to be covered by Fikirhane are con-
cerned, the innovation orientations to be implemented by
Ford Otosan in the short and medium term are prioritized.
These areas include Digital Transformation, Smart Fac-
tory, Customer Experience, Interactive Vehicles and Auto-
nomous Truck Technologies. In that respect, the theme of
the first idea campaign we have organized set as “Smart
Mobility Solutions for a More Viable Mega City”.




SEN VARSAN

GELECEKS

We have held the first startup camp preparations
event, “Ildea Magicians Meet”, during the reporting
period. 426 ideas shared with Fikirhane were eva-
luated in a preliminary process and then 8 projects
were eventually prioritized. 40 participants inclu-
ding the idea owners met at the event. After that
Ford Otosan’s first Startup Camp was held. Cur-
rently the project teems keep working on 8 prioriti-
zed innovation projects.

Thanks to these studies we have undertaken, Ford
Otosan has been elected as the Turkish leader of
the Innovation Organization and Culture category in
the InovaliG Project organized by Turkish Expor-
ters Assembly (TIM) and A.T. Kearney.

Fikirhane remains an important milestone on the
path to developing Ford Otosan R&D culture to meet
the expectations of the future, and we are keen to
evolve it into a significant platform for developing
the entrepreneurship spirit within the company be-
sides increasing open source and social innovation
opportunities.

FORD OTOSAN SUSTAINABILITY REPORT 2016

rbazlar
uretiyor

LFIKIRHANE

Stakeholder Views:

“Ford Otosan came first in the “Innovation Or-
ganization and Culture category of inovalLiG
2016. Ford Otosan develops several initiatives
with their suppliers from Turkey for increasing
R&D collaborations besides conducting joint
projects with universities, and public institu-
tions under local and international programs.
In 2015 Ford Otosan has also embedded R&D
into its major strategies.”

Turkish Exporters Assembly - TiM, 2017

TURKIYE

IHRACATCILAR

MECGLISI
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Digital products and services gradually have
bigger roles in every aspect of our lives. While the use of the
internet increases fast, new products, services and techno-

logies develop further, diversifying the possibilities offered
by this infrastructure, which in turn shows that in the future
digital technologies will be used in a much broader perspecti-
ve and will determine our living standards.
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Digitalization development trend has gone beyond the
products and services for individual users. Especial-
ly the development of the internet of things technology
infrastructure now enables the cyber-physical systems,
also called Industry 4.0 today, to be employed in a more
widespread fashion by the production facilities.

Combining the IT systems and conventional production
systems, this new understanding of production makes it
possible to produce at lower costs with systems offering
efficiency regarding energy, materials and labour besi-
des being environmentally and climate friendlier. In turn
this development clears the path for an environmental
friendlier operation extending from the supplies to the
sales and service processes in a more error-free, reliab-
le fashion with maximized occupational safety levels en-
joyed. Thanks to high level of efficiency reached, consu-
mers will pay more for R&D, innovation and added-value
when they purchase a product while the cost for natural
resources, materials, labour and other operations will
decrease.

®

o
o

Monitoring this transformation in the industry closely,
we undertake studies to increase digitalization of our
production operations, which account for an important
portion of our R&D operations as part of our business
strategy. Identified in a risk and opportunity focused
approach, these focus areas guide our aforementioned
studies, which will help us switch our production plants
to smart plant concept in a short period of time. As a
result, not only will we make our production processes
more efficient and error-free but will also minimize our
environmental impacts such as climate change, energy
and water consumption, material efficiency, greenhou-
se gas and air emissions, solid wastes and wastewater
discharge.

In that respect, we decided to continue our digitalization
and process improvement studies with 14 projects. Our
approved projects include New Generation CRM (Custo-
mer Relationship Management), Information and Data
Management, Smart Sales Estimation, Error Estimation,
Process Optimization and Automation, RFID Use, Smart
Supply Chain, Advanced Production Planning, Digitali-
zation of the Purchasing Processes, Quality Root Cause
Analysis, Increasing Prototyping Competence in Virtu-
al Environment, and finally Customer Orientation and
Employee Analytics.
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New Generation CRM (Customer Relationship Mana-
gement) system seeks to monitor customers (potential
and long-term) through all channels online and offline
for creating a data pool besides an independent cam-
paign management for Ford Otosan, unique and unin-
terrupted “customer experience” on online and offli-
ne channels, use of area management and efficiency
instruments by gamification, achieve customer seg-
mentation with customized/customizable campaigns
structure, constantly improve the campaign structure
through research such as A/B testing and feedback
from the dealers in addition to artificial intelligence,
introduce an interactive customer interface besides
issuing real time CRM reporting.

Smart Sales Estimating will enable us to plan the
possible order estimates during the year beforehand
thanks to analysing various structured and unstructu-
red data in an analytical fashion such as order/sales
detail data of the passenger, light and heavy commer-
cial vehicle customers from the past besides the web-
site traffic, online vehicle configuration information,
vehicle stock, seasonal changes, political and econo-
mic factors and market estimates.

Within the scope of error estimating, new smart sen-
sors and automation equipment will be set up besides
planning maintenance operation estimates by collec-
ting and analysing the current error data.

The first phase of introducing the RFID technology for
material and container stock tracking digitalization
will enable us to monitor the movements of the mate-
rial carrying boxes between the plants and the first 15
suppliers real time so that the inventory management
and operation processes could be digitalized. In later
stages, the remaining suppliers will be included in the
system and real time parts and containers tracking will
be achieved between the suppliers and Ford Otosan.

Smart Supply Chain project seeks to monitor move-
ments of the parts real time while increasing the pro-
duction quality through inventory management thanks
to cloud based data integration and analysis to be
completed among the Ford Otosan material manage-
ment, production systems, suppliers and logistics pro-
viders.

Within the scope of Advanced Production Planning,
stock RFID and smart supply chain practices will be
integrated in addition to advanced planning and prog-
ramming techniques so that the vehicle production
steps on the production line will be tracked real time
and parts will be provided without shortcomings.

Digitalization of the Purchasing Processes will enab-
le structuring of all the purchasing processes such as
part supplier strategy, purchasing order management,
equipment inventory management through digital ins-
truments besides establishing a joint system platform
with the suppliers.

Employee Analytics will enable engagement level of
the employees to increase through artificial intelligen-
ce instruments used for planning the individual trai-
ning need estimates and plans for a longer working life
as well as guiding employees to the suitable, alterna-
tive positions for their career development in line with
their skills and talents.

We launched projects and studies in order to improve
product development process and to avoid time los-
ses in repeating tasks. For these practices, that we
call Process Quality Mapping, we conducted a survey
to receive employee views and suggestions. With this
practice, we aim for efficiency improvement in produ-
ct development, leaner business processes, employee
awareness raising and inclusion of first user reviews
into the process.

We foresee that there will be a 65% improvement in
request, approval and purchasing process time regar-
ding the prototype part investment and serial produc-
tion investment through Robotic Process Automation,
the first study we have conducted in terms of process
quality mapping. As a result of the first implementati-
on step of the practice, we aim that virtual robots will
take over 885 person*hour workload. We launched
new projects to enable this practice to be embedded
into available processes of various other departments.
Hence, we aim to achieve a 60-70% saving in regular
and repeating tasks.

Increasing Competences in Virtual Environment will
enable us to conduct product verifications in online
environments instead of physical prototypes, and we
seek to be in a position to verify the products we deve-
loped in virtual environment in 2020.
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The goal of the studies for Increasing Competences in
Virtual Environment is to include the fast developing
virtual reality and Hardware-in-the-Loop (HIL) techno-
logies at a higher rate in our product development pro-
cesses, develop our current computer supported engi-
neering competences and reduce prototype vehicle use
by 80% and material use by 30% in the long term.

In the same way, we aim to reduce the prototype costs
and test times for engine development too. For that
purpose, we will first characterize in controlled testing
environments the combustion and flow performance in-
side the engine, the vibration and endurance properties
on part and system basis besides increasing the accu-
racy of the models used in computer-assisted simula-
tion studies. The know-how to be acquired from these
studies will get the virtual reality engineering studies to
replace the test studies.

AR &

Therefore the time, costs and labour we save will be spa-
red for innovative approaches that can take our product
quality to improve further and we will be able to increase
the efficiency of our product development processes.

Information and Data Management will help us get the
product development databank accessible and sustai-
nable.

For an engineering company, the most valuable resource
is the know-how, data and experience it has created and
gained. Information and Data Management project aims
to make the files, drawings, information, analysis results
and test data Ford Otosan generates in high numbers
and amounts everyday, easily searchable, indexed and
accessed fast by the required people when needed.

The project will first take all the files produced and used

to an indexed via meta-data virtual server instead of ke-
eping them in shared locations or personal computers.

/aou®
I =2
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Project will be launched first in Product Development and
New Projects departments and until the year-end 2017, sys-
tem entry for all units will be completed. Once this step has
been completed, a system that can integrate the drawings
of the Product Development, test data and analysis results
will be put in use. We then plan to search for and introduce
a system that compiles the know-how and project informa-
tion created.

In terms of Customer Orientation, we intend to integrate
customer expectations and needs with our projects entirely
and design the vehicles according to customers’ demands
and needs from the start.

Views, demands, complaints, appreciation from our custo-
mers are delivered through various channels and guide our
team developing our products. We are working on to conso-
lidate the views and guidance from these various channels
together with statistical data regarding our products in an
easier way for our product development employees to ac-
cess easier through a single digital interface. As the new
needs or preferences our customers attach importance to
received, they will get expanded on and be placed besides
our current technical specifications management system
as secondary, practical and living specifications and will
thus be covered by our development processes fast.

Regular activities will be held in order to get the current
customers and prospect customer to be closer to our pro-
duct developers regarding the issues they are working on,
and to strengthen our dialogue with sales and after-sales
teams, dealers, dealer technicians, dealer sales employe-
es. Our employees will be given the opportunity to expe-
rience our products on our test track closed to the traffic
and gradually more and more of our employees will be able
to look through the eyes of the customers so that they can
comment on our products for their further development.

Digitalization in Purchasing Processes

FORD OTOSAN SUSTAINABILITY REPORT 2016

During the purchasing processes, the data input of the new supplier company and inventory forms of our

manufacturers used to be manually arranged. We have digitalized these processes with the new modules
we implemented, which now saves us 12,800 A4 size paper sheets on average annually.
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SUSTAINABILITY
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The emphasis placed on environmental sustainability
besides the pioneering steps taken regarding the issue
remains one of the greatest strengths for Ford Otosan on its
path to realize the goal of creating value for all our stakehol-
ders in Turkey and abroad. While reducing our environmen-
tal impact on the natural resources by achieving the highest
efficiency levels regarding our products and production
processes, we also consider taking both our society and our
company to the future in line with a sustainable development
vision one of our fundamental responsibilities. Therefore, we
conduct studies for developing our products and production
processes in accordance with an “environmental
ustainability” understanding.
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ENVIRONMENTAL AND ENERGY MANAGEMENT

64

Based on a series of guiding frameworks identified on
global, national and plant scales, our Environmental and
Energy Management is shaped in accordance with the Ford
Motor Company Environmental Policy Letter No.17; envi-
ronmental policy principles number #7, #8 and #9 of the
UN Global Compact, of which we remain a party; as well
as Koc Holding Environmental and Energy Policy and Koc
Group Climate Change Strategy. Our Environmental and
Energy Management approach set remains prioritized as
far as our entire operations, managers and employees are
concerned. Moreover, we expect the dealers, suppliers,
contractors and our other related business partners to
act in accordance with the Ford Otosan Environmental and
Energy Management approach during their operations.

The main goal of the Ford Otosan Environmental and Ener-
gy Management is to ensure environmental sustainability
at the highest level on our value chain from supplies to the
sales. The policies developed in order to realize that goal
include:

e Devising business strategies in harmony with our Envi-
ronmental and Energy Management approach and under
no circumstances compromising our environmental goals;

e Acting on the basis of the principle that the environment
and ecosystem services provided are to be preserved and
will only to be used to the extent of allowing them to be
replenished;

e Prioritizing the development of vehicle technologies with

GRI'102-11/ GRI 102-12

low emissions and fuel efficiency so that the emissions
stemming from our products could be reduced while cont-
ributing to the fight against the climate change;

e Evaluating any environmental impact and risk that our
operations could pose beforehand and taking the neces-
sary precautions;

 Reducing the leading pollution aspects (wastewater, so-
lid waste, hazardous waste, air and noise pollution) as well
as greenhouse gas emissions while enhancing efficiency
to prevent pollution at the source;

e Providing all kinds of human resources, technological in-
vestments and financial resources for the efficient use of
the natural resources;

e Ensuring full compliance with the entire related environ-
mental and energy regulations, and in fact acting better
than the regulation requirements whenever possible to
show even better environmental performance;

e Establishing and developing collaboration with our supp-
liers, employees, customers and the other stakeholders
for environmental sustainability; increasing the aware-
ness of all our stakeholders regarding the issue;

e Increasing awareness in all segments of the society re-
garding environmental issues besides encouraging them
to take steps to resolve the environmental problems on a
both domestic and global scale.




Ford Motor Company and the UN Sustainable Development Goals

Following global sustainable development agenda closely and contributing to it, Ford Motor Company

Ford Motor Company covered the UN Sustainable Development Goals (SDGs] in its Sustainability Report

dated 2015 and announced that it would contribute to realizing those 17 goals while harmonizing its

corporate sustainability vision with the SDGs. The report especially states that Ford is to take steps for
relating with the SDGs its processes concerning its business processes directly as well as its ongoing

efforts for various areas that include fighting climate change, sustainable communities and clean water.

The aforementioned efforts will focus on areas such as reducing carbon emissions and water consump-
tion, strengthening community and achieving high human rights standards. This strong commitment

made by Ford Motor Company also sets an example to the other representatives in the business world

for implementing the SDGs.

Periodically reviewed by the Environmental and
Management Representative according to the new
conditions and necessities coming up, Ford Oto-
san Environmental and Energy Policy is revised
when needed and takes effect with the approval of
the General Manager first and is then announced
to the rest of the managers, employees, business
partners and public.

You may visit our corporate website in order to
read Ford Otosan Environmental and Energy Po-
licy.

The entire environmental and energy management
including the fight against climate change throu-
ghout Ford Otosan is implemented in line with the
strategic orientations identified by the Board of Di-
rectors. The responsibility of translating the stra-
tegic orientations set by the Board into actions is
extended from the company’s senior management
to the operation locations. Fighting climate chan-
ge also remains a joint responsibility of our envi-
ronmental and energy management organizations
regarding its various aspects. Therefore, the fight
against climate change has an important place in
any risk assessment, strategy development, imp-
lementation, performance follow-up, monitoring,
audit and reporting studies conducted by these or-
ganizations.

Within the framework of that line management
organized on different scales and locations, En-
vironmental and Energy Management approach
is reviewed regularly and is assessed during the
Management Review Meetings in light of the new
conditions and necessities that have surfaced. Re-
vised when needed, the Environmental and Energy
Management approach takes effect with the ap-
proval of the General Manager and is then shared
with the rest of the employees, stakeholders and
public.
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Our Environmental and Energy Management Goals

Conducting our studies regarding the environmental and energy management as well as the fight against climate chan-
ge in a risk and opportunity oriented fashion, we transform the risks and opportunities identified by the related units
during risk management processes into short, medium and long term goals that are objective and quantitative goals
based on time and defined performance, which in turn allows us to develop ourselves constantly and our stakeholders
to monitor the company’s performance. Depending on the issue at hand, the goals set cover periods addressed through
monthly plans to a five-year plan. However, the realization levels of those goals, which are disseminated in general th-
rough performance management system, is assessed on an annual basis. The realization levels of our goals pertaining
to environmental, energy and the fight against climate change methods is placed on the scorecards of all our related
employees including the senior managers as part of the remuneration system. In that respect, our goals set for every
year for the next five years include:

e reducing energy consumption per vehicle produced by 2%
e reducing water consumption per vehicle produced by 6%
e reducing waste amount delivered to the waste landfill by 7%
* reducing volatile organic compound (VOC) emissions by 2% on gr/m? basis
* reducing CO, emissions by 2% per vehicle produced
e implementing the legal regulations regarding the environment
with 100% compliance.

Goal Title Current Status /Reference Strategic 2016-2021
Year (2016) - (realized) Goal (2021) (Change %)
Greenhouse Gas Emission* 0.58 ton CO, / vehicle 0.52 ton CO, / vehicle 10.34
VOC Air Emission 41.68 gr / m? 38 gr/m? 8.83
Energy Consumption per 5.86 GJ / vehicle 5.23 GJ / vehicle 10.75
Vehicle
Water Consumption per 2.98 m3 / vehicle 2.41 m3 / vehicle 19.13
Vehicle

* Our long-term CO, emission reduction goal for the period 2010-2025 is 30%.




Current State/
. Reference Year
Goal Title (2016) -
(realized)
Wastewater per Vehicle 357.912 m3
Total Waste Generated per 248.73 kg /
Vehicle vehicle
Waste Disposed per Vehicle 1.21 _kg /
vehicle
Waste Recovered per Vehicle 247'5.2 kg /
vehicle
Hazardous Waste per Vehicle 20'13. kg /
vehicle

In that respect the main goals we have identified
for the next five-year period,

Our Environmental and Energy Management
System/Implementation Instruments

We benefit from international management sys-
tem standards as we establish our management
systems to ensure the efficiency of our environ-
mental and energy management. In that respect,
apart from the legal regulations, the foundations
of our environmental and energy management
systematics are shaped according to the require-
ments identified by the ISO 14001 Environmental
Management System Standard, ISO 14064 Green-
house Gases Calculation and Verification System
Standard and finally 1SO 50001 Energy Manage-
ment System Standard. In addition to that, our en-
vironmental and energy management systematics
also comply with the Ford Environmental Opera-
tion System (EOS) and Ford Energy Management
Operation System (EMOS) requirements.

Prepared in order for this comprehensive ma-
nagement systematics to be implemented in all
operations in an effective fashion, Ford Otosan
Environmental and Energy Management Handbo-
ok and Greenhouse Gas Management ISO 14064
Handbook as well as all other related procedure
documents are provided for our employees over
the quality documentation system.

In order to guide our employees about the envi-
ronmental management processes regarding the-
ir duties, Ford Otosan Environmental and Energy
Management Handbook defines the main policy,
intentions and goals, system requirements that
need to be followed, legal compliance criteria,
performance evaluation, internal control and audit
procedures, procedures for dealing with incomp-
liance, requirements for training, communication
and reporting, forms of recording and manage-
ment review methods.

Full compliance with the environmental manage-
ment and related regulations remains the prioriti-
zed goal for our environmental management sys-
tem. For that purpose, we monitor amendments
to the regulations constantly and ensure that our
practices comply with the amended regulations
fast. We also monitor the Environmental Compli-
ance Index (ECI) as one of our scorecard metrics.
Our Legal Compliance Index performance is mo-
nitored globally both by Koc Holding and Ford Glo-
bal Emissions Management (GEM) with the entries
made into the database. Thanks to those studies,
we maintained our 100% legal compliance levels
in 2016. In parallel with this development, we ne-
ither faced any monetary or non-monetary fines
due to an incompliance with the legal regulations
nor suffered from any incompliance cases such as
an accident. In the same way, there were no comp-
laints conveyed to our environmental and energy
management through our complaint management
processes or call centre.

In 2016 Ford Otosan Kocaeli Plants Sustainable
Environmental and Energy-Friendly Production
System & EOS Environmental Production System
ran in the finals of the EU Environment Awards
2016 Turkey Program management category.

Our environment and energy management system
undergoes a comprehensive auditing procedure
focused on risks. Apart from the internal audits
held once a year, independent external audits en-
sure the compliance and certification of our mana-
gement standards according to various standards
set such as ISO 14001, ISO 50001 and I1SO 14064.

FORD OTOSAN SUSTAINABILITY REPORT 2016
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In addition to that, as part of the EOS Environmental Ma-
nagement System, an independent external audit is held
once a year on behalf of Ford Motor Company. Moreover,
our system and processes undergoes an environmental
audit by Koc Holding every two years. In 2016, inénii and
Kocaeli plants were subjected to 10 spot or scheduled au-
dits by the Government institutions. The performance re-
sults obtained are submitted to our senior management
through monthly reports, to Ford Motor Company mana-
gement through Ford Global Emission Management Da-
tabase, to Koc Holding through annual reports and to all
our stakeholders through sustainability reports. Carbon
Disclosure Project (CDP) Climate and Water Programs
as well as BIST Sustainability Index are among the other
channels we present our environmental and climate per-
formance to our stakeholders. The conclusions reached
by our stakeholders and their feedback in the light of the
information we have released are used to further improve
our system, processes and to develop our performance.
In that respect, we evaluate our practices at the monthly
meetings with the related departments of the Ford Mo-
tor Company first to seek ways for developing our per-
formance. Koc¢ Holding is one of our main stakeholders

and Koc Holding Environmental Board, which is compo-
sed of managers from all the subsidiaries of Ko¢c Holding
responsible for environmental and climate management,
remains a platform where the company practices are eva-
luated and the recommendations and best examples are
discussed for improving legal compliance, implementati-
on, control and reporting processes of the environmental
and climate management.

Moreover the results we get from the CDP and BIST
Sustainability Index are among the stakeholder feedba-
cks we use for improving our environmental and climate
management performance. We support the public poli-
cy making processes through the sector-specific views
provided by the Automotive Industry Association Environ-
mental Committee studies.

hond
0 S/

Nt

Number of Audits

. Number of Official Insitutition Audits
Kog Holding 150 14001 EOS (Spot and Scheduled for 2016)
inonii Plant: 6 Audits
ce Every 2 Years Once a Year Once a Year Kocaeli Plant: 4 Audits




The views we get as a result of the dialogue we have
established with the NGOs also remain important in-
puts guiding our studies. On top of all these studies,
“Environmental Guide for New Investments” and
“New Investment Environmental and Energy Impact
Evaluation Form”, drawn up by Koc¢c Group Environ-
mental Board under the leadership of Ford Otosan,
are used to analyse the impact of our new invest-
ments in terms of environment and energy.

Therefore when a project is still in a development
process, the person responsible for the related pro-
ject and the manager responsible for environment
and energy evaluate the project at hand, analyse all
the potential environmental impact meticulously,
take the international and national legal require-
ments into account and finally decide whether to go
forward with the project or not. As a result, we ensu-
re that environmentally and energy friendly projects
are formed and guided.

Composing the Ford Otosan Environmental Manage-
ment System, these instruments are based on cons-
tant development and are implemented in an integ-
rated fashion with the other management systems
we apply such as quality and occupational safety.

In order for establishing an efficient environmental
management and implementing performance incre-
asing projects and practices we spent 6.9 million TL
in 2016 on environmental management and invest-

ment. Apart from that, an important portion of our
R&D spending is focused on improving the environ-
mental performance of our products. With a view to
increasing environmental and energy management
efficiency and increasing environmental awareness,
in 2016 we provided 1,851 person*hour training for
our 1,522 employees, 640 person*hour training for
2,481 contractor employees, and finally 6,266 per-
son*hour training for 6,266 participants within the
scope of our social responsibility studies.

CONTRIBUTION TO THE FIGHT AGAINST CLI-
MATE CHANGE

International organization, scientists, states, busi-
ness world and NGOs agree that, when the risks and
impact caused by the climate change are taken into
consideration, the world today faces one of the most
important development and environmental prob-
lems ever encountered.
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Due to the fast increase in population, growing cities,
changing consumption needs and preferences will result
in more and different vehicles to join the transportati-
on network in the future while the expectations increase
day by day for the aforementioned demand for vehicles
to be met through a product profile marked by highly
efficient engines and technologies supporting alterna-
tive fuel forms besides emission reduction. Meanwhile
the increase in temperatures due to climate change and
the changing of the antecedent precipitation will make
it harder for many countries including Turkey to access
water resources of sufficient amount and quality. A pos-
sible water shortage is regarded as an important risk
factor for the production processes. Consequently, va-
rious legal instruments and regulations are developed
and implemented on national and international levels
in order to take the greenhouse gases causing climate
change under control, reduce them and ensure comp-
liance with their effect. In other words, on one hand it
is predicted that not only the products but the producti-
on processes too will be shaped by the expectations and
regulations more and more centred on reducing green-
house gases, on the other hand, the low carbon economy
formed to fight climate change will provide manufactu-
rers with a competitive advantage stemming from their
innovative designs and at the same time will also offer
advantageous tools such as funding support received
for green energy systems and low carbon technologies
investments. In view of all these facts, Ford Otosan re-
gards the fight against climate change with a responsi-
bility principle for seeking a balance between economic

growth and environmental protection while also taking
the fight against climate change into consideration as
an important aspect of its business strategy for ensu-
ring the sustainability of its operations and competitive
advantage in the market at the same time in terms of
the risks and opportunities coming along with the fight
against climate change. Therefore as far as Ford Otosan
is concerned, climate change remains a top key element
for its sustainability management and evaluates clima-
te change in a comprehensive and integrated fashion in
terms of its both environmental and risk management
approaches.

In that respect an Action Plan for Fighting Climate Chan-
ge has been drawn up with the contributions made by
the related environment, energy, sustainability and risk
management experts working for Ford Otosan. Devised
in a compatible fashion with the Ford Motor Company
and Koc Group Climate Change Strategy offering a joint
vision and principles, our Action Plan for Fighting Clima-
te Change is composed of two main focuses highlighting
the fight against climate change in our products and pro-
duction processes. The first of these focuses falls on re-
ducing the emission amount stemming from vehicle use
by developing highly efficient engines, vehicles running
on alternative fuels besides driving assistance techno-
logies within the scope of sustainable mobility solutions.
The fact that we are the global design and engineering
centre for heavy commercial and diesel engine of the
Ford System takes our responsibility to a global scale.




Meanwhile the fact that more and more legal regu-
lations are being introduced about the vehicle emis-
sion levels stands out an important factor among the
risks surfacing due to climate change. We continue
our vehicle and engine design and implementation
studies with a goal of ensuring 100% legal compli-
ance to eliminate these risks, which also constitutes
one of the main aspects of Ford global product stra-
tegies. Especially our Euro 6 transformation studies
conducted during the reporting period set an impor-
tant example to such efforts.

The other main focus of our studies to fight climate
change is the steps we take to reduce the producti-
on-related emissions. For that purpose, the various
studies we undertake include increasing energy ef-
ficiency and recovery, reducing greenhouse gas and
other pollution emissions as well as evaluating the
possibilities of using alternative energy resources
in the production processes. In addition to that, our
priorities include developing practices based on the
3R principle (Reduce/Reuse/Recycle) for the use of
energy, water and other materials on all operati-
on sites besides taking the necessary measures to
make the operation sites more “resilient” against
the impact (for instance the physical water risk) from
climate change.

Ford Otosan also conducts studies about the both
components to establish collaborations with the re-
lated Government institutions, universities, research
organizations and NGOs; to monitor the global and
domestic agenda about the climate change and sus-
tainability; and to increase the awareness of all its
stakeholders, especially of its suppliers and emplo-
yees, regarding their capacities and awareness for
climate change.

Also valid for the past reporting period, we have 7
goals to achieve in upcoming terms within the scope
of the Ford Otosan Climate Change Action Plan:

e All legal regulations and standards within the con-
text of the "Regulation Concerning the Tracking of
Greenhouse Gas Emissions” and “Notification Con-
cerning the Monitoring and Reporting of Greenhouse
Gas Emissions” will continue to be implemented and
complied with.

e Accounting, reporting and verification works within
the context of “ISO 14064-1: Greenhouse Gas Emis-
sion Quantification and Reporting Standard” will be
maintained.

* The scorecard metrics will continue to be control-
led as part of the reduction of the greenhouse gas
emissions of all production departments within short
and long-term plans of Ford Otosan. Therefore, the
reduction in the energy consumption (electricity &
natural gas) of all production departments will also
continue to be controlled through scorecard metrics.
e Energy efficiency projects will continue to be devi-
sed, hence maintaining the reduction in energy con-
sumption per vehicle.

* Renewable energy investment studies will be pri-
oritized.

e R&D studies for the products such as environmen-
tally friendly engines reducing CO2 emission will go
on.

e Feasibility studies for wastewater recovery proje-
cts will be continued as a measure against the di-
minishing water resources, a negative outcome of
climate change.

Energy Consumption Trend per Vehicle Produced (GJ/Vehicle)

6.88 7.16
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As a result of our continued energy efficiency projects, which
constitute the main implementation area for our studies to fight
climate change and have gone on during the reporting period,
we have realized our goal for reducing the energy consumption
value per vehicle, a goal that has been maintained since 2015,
at a performance level much better than originally planned this
year too. The energy efficiency studies completed led to saving
83,094 GJ on energy in 2016 as far as total energy consumption
is concerned while the per vehicle energy consumption was re-
duced to 5.86 GJ/vehicle. Our goal is to reduce this value to 5.68
GJ/vehicle in 2017 and to 5.23 GJ/vehicle in 2021. Our long-term
CO2 emission reduction goal for the period 2010-2025 remains
30%. During the reporting period, 6,647 GJ portion of our energy
consumption was obtained from renewable energy resources.

Paint Shop Economizer, Driver and IE4 Engine Practices

The project implemented at Golcuk Plant enables generation of hot water through installing an exchanger system
on the line generating exhaust flue gas from the paint shop. The hot water is then delivered to the bath lines for pre-
heating, which has saved 30,210 GJ of energy and prevented 1,562 tons of CO, greenhouse gas emission annually.

Another project we have completed by connecting the engines of the spraying booth ventilation system to the frequ-
ency convertors has saved 20,090 GJ of energy and prevented 2,634 tons of CO, greenhouse gas emission on annual
basis. Moreover, the replacement of the engines used in the paint shop area with new engines with |IE4 efficiency

levels has saved 4,725 GJ of energy and 620 tons of CO, greenhouse gas emissions

Yenikoy Paint Shop Spraying Booth Project for Saving Energy

The spraying booth in the Yenkoy Plant Paint Shop used to work in vehicle painting mode at times other than
production due to maintenance and similar reasons. The project completed has ensured reducing the ventilation
frequencies by 22%, turning the sprinkling pumps off and getting the Dry Scrubber mixers to operate at 50% less
rate. As a result of the project, we have cut on the natural gas consumption by 53%, electricity consumption by 56%
without changing the oxygen levels in the environment, which has in turn led to saving 9,380 GJ of energy and 1,113
tons of CO, emission annually.

Golcuk Plant Project for Saving Electric Power on Body Production Robots

Hundreds of robots working on our production processes used to run on 2 amperes of power even when their stati-
ons were idle. The study we have conducted in 2016 ensured that the engines in the stations that have been idle for
5 minutes are turned off, which has reduced the consumption to 0.8 amperes. Therefore we have saved 4,447 GJ of
energy during without losing time during production.

Reducing Compressor Energy Consumption

During the reporting period, the replacement of the thread compressors with turbo compressors of IE4 energy
class has led to saving 5,884 GJ of energy and prevented 771 tons of CO2 greenhouse gas emission.
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*2015 data was reported in Sustainability Report 2015 were not verified. This chart has been drawn with verified data.

In parallel with energy efficiency levels achieved, we have also reduced our greenhouse gas emission amounts
significantly during the reporting period. In that respect, the energy projects we realized in 2016 reduced our
total Scope 1 and Scope 2 emission amounts by 6,781 tons of CO, while this way we also reduced our emission
amount generated per vehicle down to 0.58 ton CO,/vehicle.
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Undertaking studies for controlling and improving the air emission values generated during our production
processes just like we do with the greenhouse gases, we measure the air emission values at all our produc-
tion plants at intervals stated by the legal permits and keep them much lower than the limit values.
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Apart from addressing the energy consumption during the production processes, we also conduct studies 33
to reduce the environmental impact generated through raw material and material supply besides product g g
deliveries. In that respect we organize trainings for suppliers and contractor company trainings in addition to S
incentives provided and joint projects conducted. Therefore we ensure running our supply and sale processes 3
without disruption while also reducing the energy consumption and greenhouse gas emission amounts. S 0
o o
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Sustainable Natural Resource Use And Waste Management

Within the scope of Ford Otosan Environment and Energy Management approach, not only do we address energy and
emission management aspects but also regard issues such as water and wastewater management, responsible ma-
terial consumption, solid waste management and biodiversity conservation as areas we intend to develop our related
performance constantly.

Due to the increase in the demand and diminishing availability of the resources, responsible and reasonable use of
water remains one of the most important environmental issues at hand today. As a result of this, we conduct studies
focused on increasing efficiency and wastewater recovery to reduce the fresh water amount used in our operations.

Our goal is to reduce the fresh water amount consumed per vehicle produced by 6% annually until the consumption
reaches 2.41 m*/vehicle by 2021.

Fresh Water Consumption Trend (m3/Vehicle)

4.06

—&— Goal

—— Achieved

2012 2013 2014 2015 2016 2017 2021

During the reporting period, our fresh water consumption value per vehicle was cut down by 5% when compared with
the previous year, which corresponds to a much higher performance than we aimed at, to 2.98 m®/vehicle level. Me-
anwhile we recovered 373,100 m? of wastewater and met 27% of our water requirements in our production processes
from recovered water.
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Water Efficiency Project on the Phosphate Electrode Line
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As part of the project seeking to reduce the water consumption by 10% on the Yenikoy Plant paint shop
phosphate electrode line, we first cut the water spraying flow rate from 11 m?to 7 m® and then began to
clean the magnetic rods every day instead of once every week. On top of that, we improved the polo filter
mechanism and oil removal process, therefore reducing the dirt in the area. Due to these practices introdu-
ced, the phosphate line bath change period has eventually been optimized, which helped us the reduce the
water consumption level, which was 1.15 m3in 2015, to 0.71 m?® corresponding to a reduction rate of 38%, a
performance level higher than originally targeted.

19PON
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Our primary goal is to recover the wastewater, a natural outcome of using water during production, through
our wastewater treatment facilities equipped with modern technologies while we discharge the wastewa-
ter that can no longer be recovered to the natural receiving environments stated on the legal licenses and
municipal wastewater channels once we have reduced the pollution load of the wastewater to the values
much lower than the limit values set. The automation system available at our wastewater facilities cons-
tantly checks the quality of the water discharged for diverse parameters. We have set our own control limit
10% below the legal limit as far as our standards are concerned so once the value has neared that rate, the
discharging operation ceases and the wastewater is fed back into the plant to ensure that the wastewater is
discharged only when it has reached the necessary values. During the reporting period 12% of the 357,912
m3 total wastewater discharge went to the natural receiving environment stated by the discharging licen-
ses and the remaining 88% was discharged into the municipal wastewater channels in line with the legal
regulations again.
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Yenikoy Wastewater Treatment Facility Pollution Parameters Measuring and Automation Project
Thanks to this project implemented in 2016, we developed an automation system measuring the pollution
parameters in the treatment facilities online so that the system automatically shuts down the discharging
point when the wastewater has neared the control limit and feeds the wastewater back into the system to
be treated again. As a result of this practice, we have begun to simultaneously monitor the changes of the
pollution parameters, and therefore now have the opportunity to intervene fast whenever a problem comes
up. This guarantees that we can treat the wastewater again back to the legal limits set if the wastewater
discharging quality changes for the worse.

SN

Responsible material consumption constitutes an important part of our environmentally friendly production un-
derstanding. In that respect, the studies we conduct seek to reduce the material amount used while increasing the
material recovery amount. Moreover, we work with our suppliers and prevent the use of materials with hazardous
chemicals, as we prefer the options produced with environmentally friendlier raw materials.

2Jnin4 a1geureisng
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Green Purchasing

The studies seeking to reduce the environmental impact from our supplier operations constitute an impor-
tant aspect of our purchasing process. If the use of chemicals is required for the production of the material
we will purchase, the Material Safety Information Forms received from the production companies are fed
into the eBA-QDMS to see whether the environmental engineer, occupational health and safety engineer,
workplace doctor and emergency team leadership could issue their approvals. When the product contains
materials that we find risky in terms of environment, law or ethics, we demand that our producer should
substitute the risky raw materials used with safer raw materials.

Anigeuieisng
1BIUBWIUOIIAUT

aoedydopm
dAISNIOU|

In line with the REACH Directive and Ford Restrictive Materials List, we either ban or limit the use of the he-
avy metals and certain substances deemed to be harmful to the environment and health depending on their
kind. The supplier operations regarding the substances we have limited the use of are monitored through
the IMDS System.

What is more, while picking a contractor company we demand that they should meet all the conditions
listed on the Contractor OHS, Environmental and Energy General Specifications besides ISO 14001 certifi-
cation. Once the company has been selected, we ensure that they comply with our work norms through the
environmental, energy, occupational health and safety trainings we provide for all the contractor company
employees to work on the project.

Aynigisuodsay [juawabeuely




Preventing heavy metal consumption in our paint shops thanks to lead-free paint and passivation technology that
does not contain mercury, cadmium and Cr(+6), we use water-based paint both on the coat and the finishing in an
effort to reduce chemical consumption as well as emission amount.

3 WET Project for Reducing Paint

Within the scope of the project completed in Yenikoy Plant paint shop, a model variant study was completed to de-
termine the models that did not require paint at the bottom while the turning speed of the robots were increased
from 350 m/minute to 500 m/minute, which led to saving 56.36 gr paint and reducing 72 gr waste per vehicle.

Metal Sheet Reduction Project for V363 Transit Vehicle

The project conducted in Golciik Plant began with analysing the blanking
metal sheet size of the transit vehicle according to the related operations,
which revealed that the blanking metal sheet could be shortened by 10 mm
on the outside panel of the sliding door. Once the tests carried out turned
out to be positive, the implementation began and the weight of the part was
reduced by 0.092 kg. Therefore 7.7 tons of metal sheet material was saved
and 14.6 tons of CO2 greenhouse gas emission was prevented.

Solvent Consumption Reduction in Yenikoy Paint Shop

18.7 tons of waste was generated annually because of the solvent used to prevent congestion and contaminations
on the paint lines. The analysis carried out revealed that the solvent used in the 2nd and 3rd cycles of this process
composed of 3 cycles was clean enough to be used in the first cycle. As a result of the practice we introduced in
2016, we began to feed the solvent waste from the second and third cycles into the first cycle of the process to
prevent congestion and contamination, therefore preventing 11.3 tons of solvent waste without compromising the
process quality at all.
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Reduction of Wax Consumption in Yenikay Paint Shop o
=5 3
Having observed that the solvent-based wax material sprayed on the vehicle body against corrosion leads % é g
to waste by dripping during the implementation process. Due to a cycle optimization study completed du- 8
ring the reporting period in order to save on the use of this material consumed around 169 tons annually,
we have managed to use 46 tons less wax in a year and reduced solvent consumption by 9.2 tons. _
355
=3 T
=33
Reduction of Paint Film Thickness in Yenikoy Paint Shop ° 33
We were using 20 micron thick Electrocoat (EC) film in order to increase the body’s resilience against cor-
rosion. During the reporting period, we developed a new paint thanks to an R&D project completed in col- "
laboration with the supplier company. The new material offers more covering properties without the need g = g
for solvent, which enables us to use 15 micron thick material instead of the 20 micron. It has enabled us to SE3
reduce material consumption significantly while helping us reduce CO2 emission since there is no longer 0= =
solvent consumption in that respect.
S

Solid Waste Trend (kg/vehicle)
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Golcik Paint Shop PVC Line Anti-Masking Project > -
£
Thanks to a project carried out, we have reduced the manual implementations by 85% on the implementa- o
tion line for the PVC protective material spraying under the body. Because the PVC material is now imple- -
mented in a more sensitive fashion by the new equipment, the contaminated waste amount generated has 3 .
been reduced by 66%. 2 .

77



Packaging Tests and Packaging Optimization

The packaging techniques and materials play an important role for the safe delivery of the products. In order to
optimize the packaging creating an environmental impact because of the materials used, the question of how much
packaging is needed for a certain design to keep the material transported safe from the external effects needs to
be answered first. Launched during the reporting period for that very purpose, Packaging Testing Centre simulates
the road conditions, conditions of falls/crashes, weather conditions and product weight in an effort to test the en-
durance of the packaging materials used. Therefore we ensure that every package to be transported will just use
the right amount of packaging.

However, reduction of the amount used is not sufficient for the environmental impact stemming from the packa-
ging. Recovery of the packaging materials once they have been used remains a significant practice both in terms
of material efficiency and waste prevention. In that respect, we have recovered 10,433 tons of packaging waste in
2016.

Metal Sheet Material Wastage Rate Reduction on Cargo
Vehicles

Within the scope of the project conducted in our inonii Plant,
the metal sheet material used on the under frame of the Car-
go vehicle was analysed so that the size the supplier needs to
manufacture could be optimized. As a result, the waste gene-
rated during the cutting process was prevented by 94% and
the waste was reduced from 325 tons to 10 tons on an an-
nual basis while also preventing 600 tons of CO2 greenhouse
gas emission. Moreover, Ford Otosan has received the second
prize in the Efficiency Project Awards 2016 organized by the
Ministry of Science, Industry, Technology General Directorate.
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Oil and Sealer Waste Reduction Projects g
Implemented in the Golcik Plant Forge Production Directorate, the project has resulted in preventing the =1
leaks that contribute a great deal to the generation of oil waste. The improvements introduced for that
purpose improved the waste amount generated per vehicle by 45% and reduced it from 0.091 kg/vehicle to ©
0.0505 kg/vehicle. <52
Another project conducted enabled the waste generated on the Golciik Plant paint shop sealer lines to be -
sifted by the manufacturing company at the facility so that it can be used in production again. Hence the se-
aler waste is reduced by 2% and helped us recover 53 tons of waste. The implementation of the very same oo
project in Yenikdy Plant ensured recovering 16 tons of waste for the production again. a3
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COOPERATING WITH CIVIL SOCIETY

In the second half of 2016, we participated in the Green Office Program with our Sancaktepe R&D Centre and
Marketing, Sales and After Sales Offices in collaboration with the World Wildlife Fund (WWF) - Turkey. Our goal
was to create awareness among our employees about saving energy, more conscious use of the natural resour-
ces, sustainable lifestyle issues.
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Having created a Green Office Team to carry out our studies in
an active fashion, we met at weekly meetings and developed
projects for reducing paper, energy and water consumption.
We envision that the steps to be taken in 2016-2017 will reduce
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energy consumption by 3% and paper and water consumption <
by 4% in our offices in Sancaktepe location while we intend to 33
extend these studies to our other locations as well. Thanks to z 8
our Green Office studies launched at our Sancaktepe location, S
we became the first automotive company from Turkey to par- Y
ticipate in the WWF International Green Office Program. = 0
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Since our production facilities are located on industrial si-
tes, there are no areas with conservation status interacting
directly with our operations around our plant sites. Apart
from that, so far no negative impact has been observed on
the biodiversity values because of the water consumption
of our production processes or our wastewater discharge
in the impact areas. When we are constructing our produc-
tion facilities or making a new investment as Ford Otosan,
we always conduct all the technical studies required by the
related regulations (including the biodiversity evaluations
covered by the Environmental Impact Assessment direc- (Parus Caeruleus)
tives), implement the necessary impact assessments and
emphasize carrying out studies for the protection as well
as the development of the natural heritage of the areas our
operation locations interact with.

What is more, we establish exemplary collaborations with
the NGOs specializing in environmental and natural prote-
ction. Our collaborations and projects carried out with the
Nature Conservation Centre and TEMA Foundation remain
among our significant studies in that respect.

(Buteo Buteo)
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(Anas Crecca)

Although it is not a conservation site, our Koca-
eli Plant site has gained an interesting quality in
terms biodiversity thanks to the studies we have
held. The plant site hosts a natural wetland of
22,000 m2 formed following an earthquake. Me-
anwhile our biodiversity study also covers a park
of 34,780 m2 created years ago by the rehabili-
tation of a collapse site in a project completed
with TEMA Foundation. Since we are located in
a region marked by a high number of industrial
facilities, this site has turned into the only place
for the migrating birds to stop by around izmit.
Therefore thinking that the aforementioned site
is important to be protected for its biodiversity
value, we have isolated it from the production
operation areas.

In 2016 we worked with Nature Conservation
Centre, an expert NGO on the subject, and drew
up a map for monitoring the biodiversity. In that
respect, we launched plant and bird inventory
studies on the plant site. The first bird research
study we completed showed that 45 bird species
were spotted on the plant areas. When compa-
red with the 7 bird species listed by the Environ-
mental Impact Assessment report, the number
of bird species has definitely gone up now that
the wetlands are under protection. The fact that
one of these birds, namely Aythya farina, is listed
on the IUCN Red List for endangered species has
placed even more significance on our efforts for
protection.

(Parus Major])

(Phoenicopterus Roseus)

(Podiceps Grisegena)
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Defined by the motto “If you are in, we have the %E
power”, our human resources brand seek to provide § j
our employees with an inclusive workplace centred E é
around people and safe, based on equal opportunity, é i

respectful of differences and ethical values, focused

on development and supportive of high performance.
Thanks to the innovative human resources practices
implemented in that respect, we intend to turn Ford Oto-
san into a most preferred company with high employee
engagement rates. Our goal is to be placed among the
top 10 preferred companies in Turkey to work for, get to
be the leading HR brand in Turkey through sustainable
and innovative practices introduced and to ensure that
we rank among the top 10 companies on the best emplo-
yers of Turkey report according to the Employee
Engagement Survey reports.
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WORKPLACE PRACTICES

Covering the issues of occupational health and safety
as well as human rights and talent management, our
workplace practices are dealt with regularly by the se-
nior management to identify our strategic orientations
while it is the responsibility of the HR Directorate to imp-
lement these strategies.

The workplace practice areas are managed in line with
the short, medium and long-term goals defined by the
risk management system and our company strategies,
and remain an important part of the internal audit, in-
dependent audit and public audit studies. We extend the
seasonal goals we have set to the company employees
starting with the senior managers hence including the-
se goals in the individual performance evaluation sys-
tem, which in turn makes the goal realization levels for
workplace practices a component of the remuneration
system. The results we have obtained are also submit-
ted regularly to the Ford Otosan senior management be-
sides the related units of Ko¢c Holding and Ford Motor
Company. As for our sustainability reports, they rema-
in the main channel we use to announce our workplace
practices, employee portfolio and the performance we
have achieved to our remaining stakeholders.

< 4
g o

OCCUPATIONAL HEALTH AND SAFETY

The most important and indispensable promise of our
HR brand is to provide our employees, whom we regard
as the source of our power, with a safe and reliable work
environment. Issued in line with such an understanding,
Ford Otosan Occupational Health and Safety (OHS) Policy
covers the main principles guiding our practices for me-
eting all the legal and corporate working conditions fully
as well as creating a safer, healthier work environment.
Ford Otosan Occupational Health and Safety Policy is
binding for our entire operation locations, business pro-
cesses, employees in addition to all our business part-
ners.

You may reach the full text of the Ford Otosan Occupatio-
nal Health and Safety Policy over our corporate website.

Within the scope of the Ford Otosan OHS Policy, Ford
Standards, NFPA Standards and OHSAS 18001 Occupa-
tional Health and Safety System Standard that shapes
our business processes, we are committed to specifying
and defining the likely occupational health and safety
risks, forming goals and programs for eliminating these
risks besides reviewing the related implementation and
performance constantly. We pursue the Ford Global He-
alth and Safety Management System as well as Ford SOS
System designed in line with these guide policies for the
management of the OHS processes for our employees.




Opinions of Stakeholders:

FORD OTOSAN SUSTAINABILITY REPORT 2016

Today, when change is continuous and transformation is inevitable,
as TEGEP, we believe that the power and value created by knowled-

ge grow as they are shared.

We thank Ford Otosan, in line with its participation and sharing of
TEGEP’s best practices in corporate education and development, for
being an institution to add value to the field and stakeholders that
invests on training and development of its employee and having pro-

fessional teams that produce in this field.

Gercek Onal Cavusoglu
Secretary-General
TEGEP LEARNING AND DEVELOPMENT ASSOCIATION

We implement the Contractor Safety Management
System during the processes involving contractor
company employees. Moreover we ensure compliance
with the legal regulations and all these aforementio-
ned systems and standards through internal control
and independent audit studies held annually, and get
the system standards to be certified.

Occupational Health and Safety is an important part
of our working culture, therefore any OHS studies are
conducted with a collective awareness as part of a di-
rect and common responsibility of our all managers
and employees. OHS risk perception, implementation
and performance aspects are regularly placed on the
agenda of the senior management through the senior
management representative responsible for this area.

Occupational Health and Safety Emergency Coordina-
tion Directorate Managers and the experts assigned
to the facilities implement the practices required for
introducing the OHS strategies in addition to following
up on the performance results. All of our facilities
host 5 OHS Boards composed of OHS experts, plant
management and employee representatives. The OHS
Boards have 146 members in total, 14 of whom are
employee representatives, and these boards discuss
the studies realized besides the results achieved and
take binding decisions.

We undertake daily, weekly, monthly and annually
planned control and audit studies for specifying and
averting the OHS risks. Apart from the weekly meetin-
gs held by our occupational safety teams in our facili-
ties, the performances, practices and views of all the
countries’ teams are shared at the weekly Ford Euro-
pe Occupational Safety Teams Coordination Meeting
too. What is more, Occupational Health Board meetin-
gs, facility scorecard and core operation plan review
meetings, case management meetings, ergonomics
meetings, Picture Audit studies, workshop and social
area health tours with the workplace doctor and he-
althcare staff are among the other practices we asses
our OHS risks through.

Occupational health and safety is among the main
issues we deal within the scope of the performance
management system. Occupational health indicators
remain among the individual goals set for all our ma-
nagers including the senior management, hence pro-
moting the development of the occupational health
and safety through the remuneration system too. Our
main goals regarding the occupational and safety per-
formance include eliminating accident with injury ca-
ses completely, reducing occupational accident rate
by 10% annually and finally realizing new practices
and projects for improving our OHS performance.
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Collective bargaining agreements remain among the main sources regulating our occupational health and safety pra-
ctices for they include provisions related to the issue. In that respect, our collective bargaining agreement in effect co-
ver provisions regarding occupational health and cleaning materials, leaves about social insurances, which employee
group are to work under what kind of works and conditions besides various procedural rules about occupational health
and safety. Strengthening occupational health and safety culture is important for preventing risky cases and behavi-
ours. For that purpose, we undertake training studies for our company employees and contractor company employees,
and do not let any employee into the operation site before they have been through these trainings. This way we ensure
that all the employees working in our production facilities are trained about our OHS policy and norms, main practi-
ces and what needs to be done in case of emergencies. In that respect in 2016, 5,442 Ford Otosan employees received
68,000 man x hour OHS training while 2,372 company employees received 3,445 man x hour OHS training.

Injury Rates = Company Employee - Woman
35 = Contructor Employee - Woman
3 Company Employee - Men
2.5 Contructor Employee - Men
2
1.5
1
0.5
0

2011 2012 2013 2014 2015 2016

Hunting for Risks — Write down Your Risk, Keep Your Finger on Project

During the reporting period, the project we implemented in inénii Plant sought to prevent accidents of jamming
fingers, which happen in many processes of the production operations. Held with the participation of all the inonii

Plant employees, the project ensured that everyone could review their risks of jamming fingers in their own pro-
cesses so that the overlooked or unidentified risks could be revealed and preventive measures could be suggested.
Since the launch of the project specifying eventually 1,392 finger jamming risks, no accidents of that kind have
happened since.
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Opinions of Stakeholders:

Ford European Organizational Safety Office has been working with
Ford Otosan Team since 2000 which is a privilege. Since then, the ap-
proach of Ford Otosan team towards “Organizational Health and Sa-
fety Change” is even beyond being impressive.

In case “From Cohesion to Commitment” can be defined as a long
journey, the organization of Ford Otosan can be used as role model
today.

31geulelsng
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-Avisible commitment at Organizational Health and Safety

-A continuous development in organizational safety metrics

- The number of best practices shared with presentations sent to Ford

Global Presidency Award are only few indicators for “Organizational Uwe Gawel

Safety Climate and Culture” developed by Ford Ot leadership at Ford Europe Manager,
e\?eiyylevlellﬂa e an utture evelope Yy For 0san leadersnip a Organlzat|onal Health and

Safety & Ergonomy
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Occupational Health and Safety Awards

Our occupational health and safety studies conducted in 2016 won awards in various contests held by many
organizations. One of these events turned out to be the Ford President Health and Safety Awards (PHSA), in
which we enjoyed success in many categories. Our “Did Dad Come Home? OHS Film” we prepared within the
scope of the program won the global first prize while the “A New Approach to ECPL Trainings” project won us
the Ford Europe first prize in the innovation category.

Anigeureisng
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“Did Dad Come Home?" Video Link:
https://www.youtube.com/watch?v=a6oFLfrMOKk

aoe)dydopp
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Moreover, Life Saving Award went to those Golcik Plant workers
that gave first aid to the injured after a traffic accident happened
outside the plant. Safe Behaviour Management System Project
also won the Recommended Practice Award in the Mess Golden
Glove Contest while the MESS Golden Recommendation Award
went to the Collaborative Tyre Loading System Project.
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HEALTHCARE SERVICES

All our operation facilities offer healthcare services inclu-
ding emergency healthcare services, therapeutic medical
services, preventive healthcare services, ergonomics and
industrial hygiene studies, data records and healthcare
statistics not only for ensuring the safety of our employe-
es but also for looking after their physical and psychologi-
cal health. Our healthcare centres remain open as long
as production goes on at the operation points while emer-
gency care and ambulance services on standby for 7/24 to
respond to any cases that might come up.

Each and every one of our employees undergoes a com-
prehensive examination in our healthcare centres when
they are recruited for the first time. After that our healt-
hcare centres keep the health status of our employees
under control through periodical examinations that are
based on their occupational and health risks. Our healt-
hcare centres also keep a tab on the employees with ch-
ronic diseases, assess whether those that have suffered
from an occupational accident or a disease are fit for their
positions; fight against obesity, provide support for envi-
ronmental health audits, ergonomics and hygiene, water
and food sanitation, and help our disabled, pregnant and
women employees. Our healthcare centres issue psycho-
social services to identify and improve the stress factors,
provide psychotherapy services, follow up on social pro-
jects such as blood and organ donation, organize various
awareness meetings, seminars for a number issues inc-
luding especially the health of the disabled people and
women; organize healthy life trainings and finally issue

healthy days bulletins. Apart from our employees, our he-
althcare centres offer their emergency support services
for all our guests and the industrial organizations nearby
when needed.

Besides our production operations, we also conduct im-
provement services for reducing the occupational health
and safety risks in the supply and after production pro-
cesses of our value chain. At the heart of these studies lie
the audit studies during which we evaluate the OHS pra-
ctices of the suppliers, authorized dealers and services.
Once we have noted any case of incompliance, we draw
up improvement plans and monitor the implementation
of that plan.

Delivering of the raw and semi-finished products to the
production facilities and then taking our products to the
consumers all over the world require a giant logistics
operation of millions of kilometres. We seek to ensure sa-
fety and the continuity of the operation during these pro-
cesses. In that respect, we work just with the service pro-
viders meeting our vehicle, driver and business criteria,
and monitor their compliance with our criteria and related
performance constantly. Within the scope of this approa-
ch, reducing traffic accident risks has a prioritized place.
The development trend we have enjoyed in recent years
thanks to the measures we have introduced has continu-
ed during the reporting period too. As a result, we redu-
ced the number of accidents, which was 0.07 per hundred
thousand kilometres, declined to 0.03 in 2016.
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Let Smiling Eyes Grow up Safely

Launched by the Kocaeli Plants in 2016, the project seeks
to create an awareness of occupational health and safety
among children starting from a young age, to improve
the behaviour of our employees through their children
so that the number of accidents caused by unsafe beha-
viours could be reduced.
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The project covers theoretical and practical trainings in
two main areas. The first of these is the OHS trainings
and the other is the health education. In the first year of
the project, which we intend to conduct until 2019, we
reached 2,500 primary school children from 10 primary
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schools.

HUMAN RIGHTS AT THE WORKPLACE

Shaped in line with our HR brand promise that we will
provide a working environment committed to ethical
values, respectful of differences, supporting equal op-
portunities and centred on people, our human rights
approach’s fundamental principles are guided by the
Ford Otosan Code of Conduct and HR Policy. We seek
to comply fully with the UN Global Compact, which un-
derlies these principles and also signed by Ford Mo-
tor Company and Koc¢ Group. Just like all the human
resource issues, our HR managers implement the
strategic orientations set by the senior management in
line with our main policies. We identify short, medium
and long-term goals in order to develop practices for
fundamental rights valid in the working environment,
especially about the promotion of equal opportunity,
diversity and women’s employment, and then assess
the results through internal audit processes and su-
bmit the results to the senior management regularly.

Diversity remains the most significant value enriching
our organization and corporate capacity. Therefore as

far as our HR processes are concerned, the aspects  result, we maintained our position of employing the hi- <
of age, gender, belief or ethnic origins do not deter-  ghest number of women and name for being a disab- > —
mine the outcome. Adopting equal pay for equal work  led-friendly workplace. Our women’s employment rate E o
and equal rights approach, we do not allow any kind of ~ rose from 13% to 14% when compared with the previ- o~
discrimination during our operations. ous year, therefore the number of women employees 5
in our workforce rose to 1,776 in total, 1,384 of whom E -
are directly employed and 392 of whom are contractor ; é
company employees. c

Despite the measures taken, should our employees
believe that they have been discriminated against, they
are able to convey their complaints through the mec-
hanisms established. Each complaint received is dealt
meticulously by the related bodies and concluded ac-
cordingly.

We continued our studies for employing women and
disabled people during the reporting period too. As a
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Regarding collective bargaining right and right to asso-
ciation as a fundamental employee right, we hence con-
sider trade unions as important stakeholders, and es-
tablish regular and productive relations with them. As of
2016 all of our 7,561 site employees and 74% of all Ford
Otosan employees work under a collective bargaining
agreement.

We expect our suppliers and business partners to adopt
a similar approach about the human rights, and to act in
line with our principles during their operations. There-
fore we state our working principles in our services and
investment contracts we sign with our supplier and bu-
siness partners, and ensure compliance in that regard.
Due to our preventive approach, during the reporting pe-
riod there were no suppliers or business partners that
we obtained information that they were putting human
rights issues at risk, and in the same way there were no
complaints made to us regarding the issue either.

® =0
Q ©

Gender Equality

We take measures to prevent gender discrimination in
working life, prioritize developing women employees’
competence and undertake studies to clear the path for
the women to take part in senior management.

Having a child is one of the most influential reasons for
our women employees to quit working, so we are int-
roducing measures to ensure that having a child is no
longer a barrier to women’s career. In that respect we
provide our women employees with extended leave righ-
ts going much beyond the legal limits, lactorium servi-
ce, pregnancy healthcare services besides childcare and
daycare support so that the women employees can es-
tablish a balance between their careers and their private
lives. Thanks to these opportunities provided, 98% of our
employees that had taken a maternity leave during the
reporting period came back to work.

In 2016 Ford Otosan won the second prize in the Gender
Equality in Working Life Awards, which is organized by
the Ministry of Labour and Social Security every year in
order to increase awareness and sensitivity regarding all
areas of working life.
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UN Women’s Empowerment Principles and Equ-
ality at Work Studies

We are working with great enthusiasm in order to
overcome the inequalities created by the gender pat-
terns in the automotive sector. In line our sustainable
development goals, we support women’s employment
and their participation in the economy to take on a
transformative role. Specifying policies in all areas for
ensuring gender equality for women and supporting
equal representation of women and men, we devise
policies to empower women in society and implement
equal opportunity principle in recruitment.

In order for them to show the way for our gender equ-
ality policy and practices, we participate in local and
international initiatives and adopt the principles they
present. In line with this understanding during the re-
porting period, we continued our practices for suppor-
ting the women’s labour in the business world within
the scope of the “Declaration on Equality at Work”,
which we signed back in 2013, and the “HeForShe”
platform. What is more, in 2016 we signed the “Wo-
men’s Empowerment Principles” (WEP], which was
launched by the UN Women for promoting the gender
equality on a global scale, hence building further on
our commitments in that aspect. As a result of the po-
sitive discrimination policy we adopted last year, we
continued to implement the principle that one out of
every two people recruited for the offices and one out
of every four people recruited for the sites are to be
women. We introduced the obligation that 50% of the

Disabled Employees

Our exemplary studies to transform our operational
facilities into disabled-friendly workplaces continue.
As of 2016, there are 288 disabled employees, 23 wo-
men and 265 men, working in our facilities as emplo-
yees. 279 of these employees work on the site while 9
of them are office employees.

GRI 102-11/GRI 102-12

Destekliyoruz

HeForShe

UN Women Cinsiyet Esitligi igin Dayanigsma Hareketi

office employees are to be women besides 25% wo-
men’s employment obligation among our production
employees. Back in 2013 the recruitment of women
employees for our offices was 25% while this rate has
gone up to 30% today. Again in 2013, the rate of women
employees recruited for the production sites was only
7% and in 2016 that rate reached 16%.

Ford Otosan turned out to be the first automotive com-
pany to receive the Equal Opportunity Model (FEM)
Certificate, which is developed by the Women Ent-
repreneurs Association (KAGIDER) and granted to the
companies implementing gender equality approach
for the processes including recruitment, training and
career planning.
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TALENT MANAGEMENT
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Creating a work environment centred on
development and promoting high performance is one
of the fundamental duties of our human resources
management. In that respect Ford Otosan talent
management mainly seeks to develop the talents of
our employees and assign the right
people to the right duties.
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2016 WORKFORCE STATISTICS
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Employee Breakdown by Category

706; 7%

Employee Breakdown by Education Levels

- 658; 7%

m High School

. 5.576:99%

Just like we stress with our HR brand, creating a work
environment centred on development and promoting
high performance is one of the fundamental duties of
our human resources management. In that respect Ford
Otosan talent management mainly seeks to develop the
talents of our employees and assign the right people to
the right duties.

Our talent management studies are conducted by our
expert teams through the internal system and standards
identified in line with the strategic plan set by the Bo-
ard of Directors and senior management. We also mo-
nitor the efficiency and the outcome of these practices
we implemented with the short, medium and long term
goals we specified. The results we obtained are then fol-
lowed up on by the bodies such as the HR Committee and
the HR Planning Committee, which in turn determine the
actions to be taken after assessing the compliance of
these results with the strategic plans.

These goals we follow also influence the remuneration
system as they get to be a part of our managers’ indi-
vidual goals. Besides our internal control studies, Koc
Group audit processes also address our talent manage-
ment practices.

W Blue Collar Women Employees
m White Collar Women Employees
| Blue Collar Men Employees

= White Collar Men Employees

B Primary School

W Univercity or higher

Employee Breakdown by Age Group

73; 1%

m 18-30

 41-50

W 31-40

M 51-60

Employee Breakdown by Contract Type

77:1%

W Temporary

B Permanent

Ford Otosan Talent Management is composed of 5 sta-
ges: First we reach the most suitable candidates and att-
ract them to our company. Our Evaluation Centre practi-
ce gets the most right candidates to join the Ford Otosan
family. We help our new team members to be oriented in
their work for 6 months, introduce them to our corporate
principles, working environment and business proces-
ses and equip them with the knowledge they will need.
During the employment process too we come up with the
right points for our employees to realize their potentials
fully and support them with trainings for developing their
knowledge base and competence apart from the perfor-
mance and career management practices. Finally, we
strive to keep this talent portfolio that have taken a long
time and investment to obtain within the company.

Our rotation practices help our employees gain mana-
gement and expertise experience regarding different
areas so that our employees could take up the skill of
assessing our business processes through a different
perspective. Based on fair and objective criteria, our
performance management system identifies our level of
achieving the company goals besides the level our emp-
loyees have contributed to this success.
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The results we have obtained are then used for drawing
up development and career plans for our employees.
Comprising the most important content of our corpo-
rate development studies, the suggestion system also
develops the motivation and commitment of our emp-
loyees. During the reporting period, we implemented
129 of the 2,918 suggestions made by our employees.
Moreover our success awarding system allows us to
award the successful studies as well as the suggesti-
ons that have made a positive impact on the company
performance within the scope of programs created on
the spot, annually or around certain themes.

Professional and Personal Development
Trainings

We offer our employees ways to increase their perso-
nal, professional and technical know-how in line with
the company goals and strategies so that we can inc-
rease individual success and motivation while achie-
ving organizational development. During the reporting
period, we continued our studies in that respect and
gave 606,189 man x hour training in areas of leaders-
hip, personal development, technical and professional
development etc.

With a view to helping Ford Otosan’s future manager
generations to develop, we organize leadership trai-
ning, mentorship and coaching studies. In that respect
in 2016 we held 9,481 man x hour leadership training in
total. During the year, 110 of our employees used our
mentorship services while 13 of our employees used
our coaching services.

For our employees to develop their skills of innovation,
new technologies and creative thinking skills, we en-
courage them to participate in educational programs
such as Bogazici University Automotive Master’s Prog-
ram besides Tech MBA and Executive MBA programs
devised in collaboration with Koc University.

For our employees to develop their skills of innovation,
new technologies and creative thinking skills, we en-
courage them to participate in educational programs
such as Bogazici University Automotive Master’s Prog-
ram besides Tech MBA and Executive MBA programs
devised in collaboration with Koc University.

Employee Communication

We establish diverse communication channels for our
employees to be informed on current developments re-
garding the company and for them to convey their ex-
pectations and views to the senior management so that
they could support the management processes. Open
Door Meetings, Leadership Meetings, Intranet Portal
Communication, General Manager’'s Message Bulletin,
company events, “Aramizda” Magazine, “Aramizda” TV,
SMS and mass e-mail communication channels rema-
in among the instruments we use for that purpose. We
also organize events outside work for the employees to
socialize outside work and to strengthen their commu-
nication with their colleagues and managers.

Social Activities and Sports Clubs

Our social activity and sports clubs play an important
role in helping our employees’ self development besi-
des their social lives and communication with their te-
ammates. Established by our volunteering employees
and boasting a corporate structure, these clubs bring
our employees together in various events held in diver-
se branches. Through these sports clubs, our employe-
es make sports a part of their lives and enjoy the benefit
of having a nice individual health. All of these clubs ope-
rate under the sponsorship of a senior manager. It is
the responsibility of the sponsoring managers to provi-
de the necessary environment, equipment and support
for the clubs to function.
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SOCIAL
RESPONSIBILITY
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We lend our support for Turkey’s efforts to reach
its sustainable goals through our corporate social
responsibility studies conducted in many areas

including education, health, culture & arts and sports with
voluntary participation of our employees. In 2016 we
spared over 22 million TL for the projects, donation and
sponsorship activities focused on social development.
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HONEY BEES GET TO BE ENGINEERS

“Honey Bees Get to Be Engineers” is a social responsibi-
lity project we have conducted in order to set an example
to the studies for ensuring the equal representation of
women and men in working life. As a result of our obser-
vations and research into the gender inequality in Tur-
key, we plan to develop a project for employing women
engineers so that we can create a pioneering and trans-
formative impact both on our company and the automo-
tive sector. The basic vision of our project lies in the fact
that the number of women students going to the engine-
ering departments needs to go up in order to increase
women’s employment in our sector. In that respect, our
goal with this project is to encourage women students
to think outside the framework of the gender norms and
create awareness among them to pick the engineering
areas they are skilled at instead of keeping themselves
limited to the traditional occupations imposed on them
by the society.

Within the scope of the project, we reach 81 provinces of
Turkey and try to organize gender awareness trainings
for students in their first or second years in one public
high school in every province.

We collaborate with the Ministry of Education and “Ucan
Siiptirge Association”, an NGO specializing in gender
equality, for the project. Accompanied by Ucan Sipir-
ge gender experts as well as Turkish PDR Association
psychological guidance and counselling experts, women
and men engineers from Ford Otosan participate in the
project reaching out to all four corners of Turkey to show
women students that engineering is not a profession
exclusively reserved for men.




In the first stage of the project, we called on Ford Oto-
san engineers and identified our volunteering role
models of 214 people composed of men and women.
After that Ucan Slplrge gender experts and trainers
held Gender Workshops with our volunteering engi-
neers so that the volunteering Ford Otosan engineers
got prepared for their duties and the field application
of the project, the "Comb Day”. Having held the pilot
scheme in Kocaeli Anatolian High School, we started
the project. So far we have reached 12,064 students,
7,096 of who were women, in 55 provinces. In 2017 we
plan to reach 81 provinces. We provide internship op-
portunities when the women students participating in
the project go on to enrol in the engineering depart-
ments at the university. Moreover, we donated 414,
000 TL to Ucan Siipirge Women’'s Communication As-
sociation within the scope of the project.

Our project, which enjoys a leading place in the se-
ctor, won many awards in 2016 too. The project won
the International Corporate Social Responsibility
Award given by JCI Culture, CLAD-Appreciation of Di-
versity at Workplace Award given by Ford of Europe,
Ford Global Diversity and Inclusiveness Award, Koc
Group Most Successful Ko¢c Members Contributing to
the Society and Environment Award, Corporate Social
Responsibility Contribution Award by Corporate Soci-
al Responsibility Association and Best Practice Award
given by TISK.
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For My Country | Support Gender Equality

“For My Country” corporate social responsibility
project seeks to get the Koc Group employees and
dealers to bring out their individual entrepreneur-
ship for social responsibility areas while bridging
the individuals, companies and society in terms of
responsibility. Ford Otosan has supported the ac-
tivities organized under the umbrella of “For My
Country” with its employees and dealers through
projects supporting local initiatives against various
social problems.

Taking action within the scope of the “I Support
Gender Equality” main theme set for the “For My
Country” project for the 2015-2017 period, Ford
Otosan has drawn attention to the gender discri-
mination issue, which leads to diverse deprivations
for both women and women both in social and wor-
king life.

In that respect a voluntary team of 27 people from
within the company was set up willing to support
actively in organizing Gender Equality Awareness
projects. We provided gender quality seminars for
all our employees through volunteering trainers.
Our volunteering trainers continue to give semi-
nars to Koc Group dealers and group companies.

My Heart is with You
Volunteering Platform

Volunteers at Ford Oto-
san accept to fulfil tasks
on their own to contribute
to the society and envi-
ronment without expec-
ting a return or a benefit
for themselves.

We have established a new platform combining the
Ford Otosan employees’ requests to participate in the
social responsibility projects besides the calls for vo-
lunteers for the studies that are sensitive to the envi-
ronment and seek public benefit. Started to make the
volunteering approach our corporate culture has int-
roduced to us in a systematic fashion, the platform is
called "My Heart is with You”. Thanks to the project,
Ford Otosan members seeking to do good share their
social responsibility projects they wish to implement
with the Ford Otosan CSR team and they implement
it together. Some of the projects implemented in that
respect include Turkey’s Winter Children project de-
livering aid to 19 schools in Turkey, Our Sheltering
Boxes project providing over 1400 pieces of clothing
for the shelters, Hope Car project raising money for
LOSEV, and a project organized in collaboration with
the Foundation for the Support of Women's Work.
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Raise Awareness of a Kid, Let the Society Change

Implemented by Ford Otosan Kocaeli Plants Mainte-
nance and Environmental Engineering Directorate,
“Raise Awareness of a Kid, Let the Society Change”
project continued in 2016 too. Calling out attention to
the sea pollution, the project seeks to increase aware-
ness among children. For that purpose, the volunteers
from the Ford Otosan Kocaeli Plants were trained by
Turmepa, an NGO specializing in the protection of the
sea, and then provided comprehensive trainings for the
primary and secondary school students regarding sea
pollution and its effects. As part of the project, in 2016
6,096 children were trained and it total 8,060 children
have received the training so far.

Let Smiling Faces Grow up Safe

Implemented with the support of Kocaeli Golciik Bo-
rough Ministry of Education Directorate, the project has
given trainings for the primary school children around
Golcik regarding safety at home, school and in traffic
besides personal hygiene. As part of the project, so far
we have reached 1,000 children first graders at primary
schools in Golcuk.
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Certificate of Equal Opportunities Model from
KAGIDER to Ford Otosan

Ford Otosan has become the first automotive company
to qualify for the Certificate of Equal Opportunities Mo-
del developed in 2016 by Women Entrepreneurs Asso-
ciation with the support of World Bank and awarded to
companies having a gender equality approach in pro-
cesses such as recruitment, training, career planning.

Student Scholarship Programs

Within the scope of our scholarship programs, we sup-
port educational expenses of the students studying in
many schools. In 2016 we provided scholarships for
45 students through Turkish Education Foundation, 12
students studying in Koc University and 11 students
from Ford Otosan family amounting to over 900,000 TL
given in scholarships.
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SOCIAL AND SPORTS ACTIVITIES
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Ford Otosan Diving Club

FOSAT- Established by Ford Otosan employees as a social
event group, Ford Otosan Underwater Society is supervi-
sed and supported by Ford Otosan Human Resources Dire-
ctorate. Ford Otosan Underwater Society seeks to enable
the employees to participate in social, cultural, educational
and sportive activities outside their professional lives. As of
2016, Ford Otosan Underwater Society has 453 registered
members. In 2014 36 people and in 2015 41 people comple-
ted their diving trainings and became professional divers.

Ford Otosan Nature Mountaineering and Winter
Sports

Established with a view to enable the employees interested
in mountaineering and winter sports to perform sports in
line with the discipline and principles specific to these are-
as, Ford Otosan Nature, Mountaineering and Winter Sports
(FODAK)] also conducts studies to increase the interest of
the employees in mountaineering and winter sports while
enhancing the social satisfaction principle.

Ford Otosan Search & Rescue Club

Established by employees that wish to contribute to the
community and ensure common sense in case of any di-
sasters, the Ford Otosan Search & Rescue Club (FOKE)
provides various trainings for its members in an effort to
minimize the casualties suffered when struck by natural or
human disasters.
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Vehbi Ko¢ Foundation Ford Otosan Golciik Cultu-
re and Social Life Centre

Vehbi Koc Foundation Ford Otosan Golclik Culture and
Social Life Centre offers a rich cultural life for the pe-
ople in the region not only through its natural envi-
ronment, garden and award-winning architecture, but
also with personal development and fine arts courses,
exhibitions, performing arts and musical activities.

Offering events from classical music concerts to jazz,
from theatre plays to children’s shows and art works-
hops, the centre organizes a broad range of activities
and welcomes around 9,000 visitors and art lovers
every month on average. Free and open to public, the
centre serves people from all walks of life and Ford
Otosan donated 2 million TL to the centre so that it can
continue its activities.

Established on a land of 27,000 square meters with
4,700 square meters of closed space, the centre bo-
asts an exhibition centre, auditorium, sports hall, wat-
ch tower, art workshops, social event halls, a garden
and a restaurant.

The facility has a healthy life centre including a fitness
hall, dance workshop and a sports hall of 300 seats
serving also Ford Otosan employees while it also
hosts Ford Otosan’s sports clubs, Golctik Municipa-
lity’s sports clubs as well as the basketball and volley-
ball games of the school teams in the regions.

Hosting Retirement Home Dwellers

Vehbi Koc Foundation Ford Otosan Golcik Culture
and Social Life Centre hosts Golclik Retirement Home
dwellers’ social events. Our guests came to the centre
once every week and practiced in the choir and gave a
concert at the end of their practice.

Vehbi Koc Foundation Ford Otosan Golclik Culture and
Social Life Centre children’s theatre hosts a number
of children taken care of Social Services Children’s
Protection Institution every month. The centre also
invites the students from the village schools to the ex-
hibitions changing every month at the centre so that it
can act as a bridge between the children and fine arts.

Foundation for the Support of Women’s Work

Within the scope of the “Your Hands are My Dream
Society” project, the products from the Foundation for
the Support of Women's Work were sold at the stan-
ds established in Yenikoy, Golcik, inéni Plants and
Sancaktepe campus and over 7,000 TL were raised in
donations.

Blood Drive

Ford Otosan employees continued to support blood
drive campaigns in 2016 too like they do every year.
During the reporting period, 1,301 Ford Otosan emp-
loyees donated their blood in collaboration with the
Red Crescent.

Ford Otosan Disability Defiant Theatre Club

Ford Otosan Disability Defiant Theatre Club has sta-
ged dances and musicals for the last six years in order
to make sign language more widespread and motiva-
te our socially disadvantaged employees with art. The
training given two days every week helps us strengt-
hen our communication with them, and we get them to
find themselves in new theatre plays and art activities
after a busy day at work.

Istanbul and Antalya Runatolia Marathons

Within the scope of the “There is Hope in This Step”
donation campaign organized by the Turkish Educa-
tion Foundation during the Istanbul Marathon, we do-
nated 33,000 TL as the corporate company that par-
ticipated in with the highest number of participants,
1,107. Moreover, in the Antalya Runanatolia Marat-
hon, we donated 42,000 TL to the Mother and Child
Education Foundation’s “Tell Me a Tale Dad” donation
campaign, as the corporate company with the highest
number of donors and the highest amount of donation.
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Ford Otosan Bridge Club

Ford Otosan Bridge Club (BRIFO] is established to bring
the bridge fans together in the same environment for
sport, make bridge popular among the employees and
get the bridge sport to be included in the sport competi-
tions. BRIFO organizes competitions, courses, conferen-
ces and similar activities for the members.

Ford Otosan Makers

Established in line with the Maker philosophy described
as "Doing something physical, producing something tan-
gible is much more satisfactory than producing somet-
hing intangible or theoretical, Makers intends to bring
out the creative ideas and get people to feel the joy of
achievement from carrying out these creative ideas.

Expert Opinion:
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Ford Otosan Gastronomy Club

Ford Otosan Gastronomy Club (FOGASRO] is a society
bringing the members interested in learning about dif-
ferent food cultures as well as local and modern cooking
techniques. FOGASRO organizes events for the members
to acquire new tastes, participate in cooking classes and
recipes in addition to promotion of many cuisines.

Ford Otosan Motorsports Club

Established in order to bring together the employees with
a passion to get rid of the monotony of everyday life as
well as a passion for speed and motorsports, Ford Otosan
Motorsports Club (FOMOST) seeks to promote automobi-
le sports, monitor and organize related events.

By managing business stress well and dealing with our emotions, we may
have a healthy physical and psychological life. As Ford Otosan Sports Club
established with these purposes, we aim our employees to feel better and
save time for themselves. In this way, employees are able to actively carry
out their hobbies in their work life, thus making them happier individuals and
having the opportunity to be in a more social environment. When we invite
employees to enjoy life more, we serve individuals” well-being.

Semih Uzuner
Ford Otosan Social and Sportive Activities
Senior Expert




FORD OTOSAN SUSTAINABILITY REPORT 2016

~ koS

ROTDR SPUORLART KULLER

R
@/)FOGASTRD

ol FRIINDRS L

/RO

YELMEN KLLLBL

Ford Otosan Photography Club

Ford Otosan Photography Club (FOTOSAN] seeks to
enable the Ford Otosan employees to participate in so-
cial, cultural and training activities outside of their pro-
fessional lives. FOTOSAN intends to help the members
acquire the skill of noticing the objects we come across
in everyday life with an artistic perspective.

Ford Otosan Dance Club

Established in March 2015 as a social club, Ford Oto-
san Dance Club (FODans) intends to bring together all
our employees interested in any kinds of dance under
our organization. For that purpose, the club organizes
dance courses. The courses introduce the employees to
various dances including Salsa, Bachata and Merenge.

Ford Otosan Sailing Club

Established in 2013 by our colleagues from Ford Otosan
involved in sailing, Ford Otosan Sailing Team (FOYE]) ba-
sically intends to introduce our colleagues, their close
friends and families to the sport of sailing and marine
culture. Our goal is also to participate in the sailing ra-
ces held in Turkey as Ford Otosan Sailing Team and win
significant scores and collect trophies.

Ford Otosan Cinema Club

The goal of Ford Otosan Cinema Club is to produce
short films with teams composed of company emplo-
yees so that the company could be represented in the
short film festivals.
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Ford Otosan Book Club

Established in order to bring the Ford Otosan emplo-
yees that love reading to read the same book in certa-
in periods, discuss about it and get involved in social,
cultural, training activities outside the professional life,
Ford Otosan Book Club (FOKK] also seeks to stress the
importance of reading and showing that the professio-
nal life is not a barrier to reading on.

Ford Otosan Cycling Club

The club is composed completely of volunteering mem-
bers and seeks to inform our community on the benefits
of cycling regarding health, sports, fun, transportation
and environmental health and get more people to like
cycling while collaborating with similar organizations.
The club continues its studies at the Vehbi Koc Founda-
tion Ford Otosan Golcuk Cultural and Social Life Centre.

Ford Otosan Classical Turkish Music Club

Ford Otosan Classical Turkish Music Club began its
studies on 22 October 2014 and crowned these efforts
with a concert titled “Tangos and Cantos at the Vehbi
Koc Foundation Ford Otosan Golcik Cultural and Social
Life Centre.
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About Robust Strong Financial Sustainable
the Report Governance and Commercial Mobility
Model Portfolio Solutions
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Performance Data 2012 2013 2014 2015 2016
Economical and Operational Indicators
Production (number) 272,099 281,287 244,682 334,622 333,749
Total Retail Sales (number) 111,011 113,971 91,038 126,468 114,803
Total Export (number) 204,489 226,671 191,956 253,644 257,246
Capacity Utilization Rate (%) 83 86 59 81 82
Net Sales (million TL) 9,768 11,405 11,925 16,746 18,289
Domestic 3,832 4,106 4,238 6,023 6,002
Export 5,936 7,299 7,687 10,723 12,287
Profit Before Tax (million TL) 654 452 390 866 970
Net Profit (milyon TL) 685 641 595 842 955
EBITDA (million TL) 772 856 846 1,441 1,567
cIfrc]oTnLo]mic Value Generated - Net Sales (milli- 9,768 11,405 11,925 16,746 18.289
Economic Value Distributed (million TL) 9,839 11,125 11,283 15,799 17,510
Operating Costs 8,681 10,277 10,487 14,583 15,933
Employee Wages and Benefits 476.03 531.47 610 789 872
Dividend Payment to Shareholders 579.00 300.03 176 400 663
Government Taxes and Other Obligations 89.92 3.89 1 9 20
Community Investments 13.21 12.24 9 18 22
Profit Before Tax (million TL) -71 280 642 947 779
Total R&D Expenditure (million TL) 257 366 328 388 Lb4
R&D Expenditures to Revenue Ratio (%) 2.63 3.21 2.8 2.26 2.4
Total Number of R&D Engineers 1,240 1,277 1,350 1,378 1,370
Patent Application 73 80 110 137 187
Number of Documents in the Patent Portfolio 122 141 115 102 11
Environmental Performance Indicators
Total Energy Consumption (GJ) 1,754,442 1,792,267 1,735,061 2,067,943 1,947,885
Direct Energy Consumption (GJ) 939,168 954,032 952,475 1,150,346 1,071,807
Natural Gas| 921,134 931,953 896,721 1,150,137 1,071,303
Other 18,034 22,079 55,754 209 504
Indirect Energy Consumption (GJ] - Electricity 815,274 838,214 782,586 917,597 876,077
Energy Consumption per Produced Vehicle 645 6.37 709 616 5 86
(GJ/vehicle)
Energy Saved Through Efficiency Projects (GJ) 56,105 30,179 30,830 83,627 83,094

GRI 102-7




FORD OTOSAN
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Performance Data 2013 2014
SHQ Emissions Reduction Through Efficiency 4,912 2,843 4,597 4,723 6,781
rojects (Ton CO2e])
Scope 1 1,968 204 399 4,047 2,573
Scope 2 2,944 2,639 4,198 676 4,208
Direct GHG Emissions (Scope 1) (Ton CO2 e) 68,937 71,687 70,910 70,336 56,783
Indirect GHG Emissions (Scope 2) (Ton CO2 ] 104,397 110,184 102,891 120,308 115,734
S/I:I/Shiiicnlgissions per Produced Vehicle (Ton CO2 0.64 0.65 0.71 0.60 0.58
Total NOx Emissions (ton) 190.06 181.79 168.10 158.54 201.09
Total SOx Emissions (ton) 12.18 13.25 10.58 9.51 12.84
Total VOC Emissions (ton) 104.61 104,579 91.98 258.30 258.01
Others Emissions (ton) 186.28 185.78 75.18 149.11 197.04
Total Water Withdrawal (m3 ) 958,342 945,723 919,036 | 1,052,555 | 993,536
Underground Water | 953,137 940,469 915,685 | 1,029,704 | 975,638
Municipal Water 5,205 5,254 3,351 22,851 17,898
E{:[s:]gv/?/’;er:igg?sumption per Produced Vehi- 359 3.36 3.75 3.15 298
Total Water Recovered (m3) 138,824 141,153 343,487 437,158 373,100
Waste Water Discharge (m3 ) 356,684 380,501 305,339 331,385 357,912
Waste Water Canal 90,220 94,785 57,331 260,161 293,052
Natural Receiving Environment | 266,454 285,716 247,988 71,224 64,860
P—Toc;(i% Hazardous Wastes by Disposal Method 3,830 4,580 5,294 6,012 6,718
Energy Recovery 946 2,077 3,217 1,358 1,260
Recovery 1,003 1,431 1,256 4,583 5,405
Landfill 1.91 3.16 3.95 1.73 2.10
Incineration 1,879 1,009 736 69 49
Other 0.15 60 81 0.26 1.30
I/Iotal Non-Hazardous Wastes by Disposal 48,787 66,517 52,347 77.519 76,294
ethod (Ton)
Energy Recovery 462 1,406 1,153 1,078.36 0.00
Recovery | 67,124 64,411 50,585 75,842 75,944
Landfill 1,200 700 630 598 328
Incineration 0.00 0.00 0 0 24
Other 0.00 0.00 0 0 0
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Performance Data

Waste Trend per Produced Vehicle (kg/vehi-

cle] 266.9 252.8 235.7 249.6 248.7
Total Packaging Material Used (Ton) 3,212 2,676 4,335 2,250 2,525
Packaging Waste Recovery Ratio (Ton) 7,554 7,791 6,237 10,398 10,433
Environmental Trainings - Participation (number of participants)
Direct Employees 2,902 1,432 1,346 5,976 1,522
Contractor Employees 4,198 3,402 3,099 1550 2481
For Social Responsibility 222 205 178 2,018 6,266
Environmental Trainings - Total Hours (man x hour)
Direct Employees 3,103 1,797 1,706 10,632 1851
Contractor Employees 4,131 3,390 2,690 415 639
For Social Responsibility 222 275 178 2,018 6,266
Total Environmental Costs (TL)
Investment Costs 2,856,761 1,091,863 244,770 438,416 1,053,176
Management Costs 4,041,390 | 4,024,334 | 4,861,232 | 6,520,612 5,886,873
Environmental Regulations (number-TL) 0 0 0 0 0
Environmental Impact Gr'ievances Received 0 0 0 0 0
Through Formal Mechanisms (number)
Social Performance Indicators
OHS Trainings - Participations (number of participants)
Direct Employees 4,489 3,473 5,273 8,823 5,442
Contractor Employees 1,558 1,505 2,845 1,681 2,372
OHS Trainings - Total Hours (man x hour)
Direct Employees 31,496 16,903 66,009 97,135 68,000
Contractor Employees 2,783 2,641 5,690 2,039 3,445
Injury Rate
Direct Employees
Female 0.12 0.24 0.28 0.21 0.13
Male 1.34 2.37 3.15 0.47 0.36
Contractor Employees
Female 1.61 0.13 0.82 1.81 0.61
Male 0.23 0.65 1.76 1.75 1.47




Performance Data

Occupational Diseases

2012

2013

2014

2015

FORD OTOSAN SUSTAINABILITY REPORT 2016

2016

Direct Employees

Female 0 0 0 0 0
Male 0 0,5 0,01 0,07 0,06
Lost Day Rate
Direct Employees
Female 0 0,63 0 0,2 0,86
Male 0,24 0,89 3,10 5,5 6,15
Absenteeism Rate
Direct Employees
Female 0,20 1,97 6,12 5,78 5,03
Male 1,32 2,40 3,18 5,78 5,03
Fatalities 0 0 0 0 0
Direct Employees 0 0 0 0 0
Contractor Employees 0 0 0 0 0
N_umb_er of Employees Involved i_n Activities 0 0 0 0 0
with High Accident or Disease Risk
Number of OHS Committees 4 4 3 5 5
'(I;(;tnaqlml\:tut?et;er of Members Involved in OHS 49 42 61 61 146
e S Representaives |y | w5 | 6|
Road Safety in Product Logistics
Total Voyage for Product Distribution (km) | 12,284,871 | 15,890,675 | 12,404,998 | 19,825,328 | 25,375,990
Total Traffic Accidents (number) 74 70 5 23 6
Traffic Accident Related Injuries 2 1 ? 3 8
(both parties-number)
Traffic Accident Relatfad Fatalities ) 1 1 0 0
(both parties-number)
Total Material Damage (product+asset) (TL) | 776,641 833 171,500 250,753 798,911
Road Safety in Raw Material Logistics
Total Voyage for Supply (km) | 11,515,211 | 12,284,167 | 11,614,360 | 15,364,679 | 46,373,305
Total Traffic Accidents (number) 12 8 15 3 12
Ao Reted e 0 4 2 0 |
Traffic Accident Relatgd Fatalities 0 0 2 0 0
(both parties-number)
Total Material Damage (product+asset) (TL) 5,204 16,262 14,138 60,000 308,000
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Employee Demographics 2012 2013
Total Workforce (number) 13,371 15,993 11,332 12,318 12,074
Direct Employees 9,527 9,444 9,762 10,676 10,255
Female 845 900 1,006 1,346 1,384
Male 8,682 8,544 8,756 9,330 8,871
Contractor Employees 3,844 6,549 1,570 1,642 1,819
Female 241 443 255 341 392
Male 3,603 6,106 1,315 1,301 1,427
Employees by Contract Type (number)
Permanent Contract 9,469 9,170 8,773 10,407 10,178
Female 841 880 830 1,321 1,361
Male 8,628 8,290 7,943 9,086 8,817
Temporary Contract 58 274 989 269 77
Female 4 20 176 25 23
Male 54 254 813 244 54
Employees by Category (number)
Field Workers 7,069 6,926 7,192 7,944 7,561
Female 346 342 422 679 706
Male 6,723 6,584 6,770 7,265 6,855
Office Employees 2,458 2,518 2,570 2,732 2,694
Female 499 558 584 667 678
Male 1,959 1,960 1989 2,065 2,016
Employees by type (number)
Full-time 9,524 9,440 9,761 10,675 10,255
Female 844 899 1,005 1,346 1,384
Male 8,680 8,541 8,756 9,330 8,871
Part-time 3 4 1 1 0
Female 1 1 1 1 0
Male 2 3 0 0 0
Employees by Education Level (number)
Primary 400 411 392 727 658
Secondary 5,356 5,245 5,448 7,231 5,576
University and Above 3,771 3,788 3,922 2,718 4,021
Employees by Age Group (number)
18-30 3,983 3,551 3,663 4,202 3,718
31-40 4,635 4,785 4,835 4,979 4,810
41-50 853 1,049 1,210 1,426 1,654
51-60 56 59 54 69 73
Disabled Employees (number)
Field Workers 268 270 277 283 279
Office Employees 6 6 9 8 9
Female 15 16 16 21 23
Male 259 270 270 270 265

GRI 102-7/ GRI 102-8




Employee Demographics

2013

2014

2015

FORD OTOSAN SUSTAINABILITY REPORT 2016

2016

Executive Management Structure (number) 25 24 26 25 23
by Gender 23
Female 2 2 2 2 4
Male 23 22 24 23 19
by Age Group
18-30 0 0 0 0 0
31-40 7 4 2 1 1
41-50 10 1 15 13 14
51-60 8 9 9 1M 8
Uyruk 23
TC Citizen 20 20 23 23 21
Expat 5 4 3 2 2
Mid-level Management Structure (number])
by Gender 189 206 217 230 235
Female 20 24 24 26 25
Male 169 182 193 204 210
by Age Group 189 206 217 230 235
18-30 1 0 1 0 0
31-40 107 111 107 106 94
41-50 69 83 97 106 120
51-60 12 12 12 18 21
Employees Covered by Collective Bargaining 7 069 6.926 7188 7 944 7561
Agreement (number) ' ’ ' ’ ’
New Hires (number) 594 659 1,197 3015 672
by Gender
Female 11 123 206 548 185
Male 483 536 991 2,467 705
by Age Group
18-30 538 603 1,049 2,534 775
31-40 53 47 138 455 100
41-50 3 7 9 18 12
51-60 0 2 1 8 3
Employees Left (number) 903 975 1,228 2,138 1,341
by Gender
Female 84 86 120 213 149
Male 819 889 1,108 1,925 1,192
by Age Group
18-30 643 668 766 1,533 770
31-40 179 234 343 489 423
41-50 70 61 101 101 123
51-60 M 12 18 15 25
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Corporate Memberships

U.S.-Turkey Business Council Membership
Heavy Commercial Vehicle Association Membership
The American Business Forum (ABFT-AmCham) Membership
Foreign Economic Relations Board Membership
Eskisehir Chamber of Industry Membership
Eskisehir Turkish Red Crescent Membership

istanbul Chamber of Commerce

Professional Committee Membership

Kocaeli Chamber of Industry

Board of Directors Membership

Chamber of Mechanical Engineers

Membership

Automotive Distributors Association

Technical Committee Membership

Automotive Manufacturers Association

Board of Directors Membership

Automotive Technology Platform

Executive Board Membership

Foreign Trade Association of Turkey

Membership

Turkish Human Management Association

Advisory Board Membership

Turkey Quality Association

Membership

Port Operators Association of Turkey

Membership

Turkish Employers” Association of Metal Industries

Human Resources Committee Membership

The Union of Chambers and Commodity Exchanges
of Turkey

Turkey Automotive Industry Council Membership

Technology Development Foundation of Turkey

Founders’ Committee Membership

Turkey Investor Relations Society

Membership

The International Organization of Motor Vehicle
Manufacturers

Membership

International Investors Association

Board of Directors Membership

GRI102-13




GRI Content Index

Indicators  Descriptions and Page Numbers
GRI 101: Foundation

Omissions

GRI 102: General Disclosures

Corporate Profile

102-1 Contacts (p.118) -

102-2 www.ford.com.tr -

102-3 Contacts (p.118) -

102-4 About the Report (p.5) -

102-5 www.fordotosan.com.tr/en/investors/corporate-governance/shareholder-structure -

102-6 Strong Financial and Commercial Portfolio (p.29) -

102-7 Strong Financial and Commercial Portfolio (p.28-31); Performance Data (p.108, 112) -

102-8 Performance Data (p.112) -

102-9 Supplier and Dealer Success (p.36) -

102-10 No significant change has been occured neither in company's operational or financial struc- )
ture nor supply chain;

102-11 Sustainability Managemer_ﬂ (p.16-19); Vehicle Safety (p.49); Environmental and Energy Man- )
agement (p.64); Human Rights at the Workplace (p.91)

102-12 Sustainability Managemeqt (p.16-19]); Vehicle Safety (p.49); Environmental and Energy Man- )
agement (p.64); Human Rights at the Workplace (p.91)

102-13 Corporate Memberships (p.114) -

Strategy

102-14 ‘ Chairperson Statement (p.6-7); General Manager Statement (p.8-9) ‘ -

Ethics and Integrity

102-16 | Business Ethics (p.21-24) | -
Governance
102-18 ‘ Governance (p.14) ‘ _

Stakeholder Engagement

102-40 Stakeholder Relations (p.16-17) -
102-41 Human Rights at the Workplace (p.90) -
102-42 Stakeholder Relations (p.16-17) -
102-43 Stakeholder Relations (p.16-17) -
102-44 Customer Satisfaction Surveys (p.35) -
Reporting Practices

102-45 About The Report (p.5) -
102-46 About The Report (p.5); Ford Otosan Value Chain and Sustainability Priorities (p.16-19) -
102-47 Ford Otosan Value Chain and Sustainability Priorities (p.16-19) -
102-48 No significant restatements made in information given in previous reports. -
102-49 Ford Otosan Value Chain and Sustainability Priorities (p.15-19) -
102-50 About The Report (p.5) -
102-51 About The Report (p.5) -
102-52 About The Report (p.5) -
102-53 Contacts (p.118) -
102-54 About The Report (p.5) -
102-55 GRI Content Index (p.115-117) -
102-56 Legal Disclaimer (p.119) -
GRI 102-55
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Management of Sustainability Risks

103-1 Explanation of the material topic and its boundary

Sustainability Management (p.15-19);

Environmental and Energy Management

GRI 103: (p.64-65, 69-71)
Management Environmental and Energy Management
Approach 103-2 The management approach and its components 9y g
(p.64-65, 69-71)
2016 Envi land E M
. . nvironmental and Energy Management
103-3 Evaluation of the management approach (p.64-65, 69-71)
302-1 Energy consumption within the organization Performance Data (p.108-109)
S,ZlyggoZ{éEn_ 302-3 Energy intensity Performance Data (p.108-109)
302-4 Reduction of energy consumption Performance Data (p.108-109)
305-1 Direct (Scope 1) GHG emissions Performance Data (p.108-109)
ER|,30,5: 305-2 Energy indirect (Scope 2] GHG emissions Performance Data (p.108-109)
missions
2016 305-4 GHG emissions intensity Performance Data (p.108-109)

305-5 Reduction of GHG emissions

Performance Data (p.108-109)

Vehicle Fuel C

onsumption and Emission Level

Sustainability Management (p.15-19);

GRI103: - i i i i

Management 103-1 Explanation of the material topic and its boundary Sustainable Mobility Solutions (p.42]
Approach 103-2 The management approach and its components Sustainable Mobility Solutions (p.42-43)
2016 103-3 Evaluation of the management approach Sustainable Mobility Solutions (p.42-43)
GRI 302: 302-5 Re_duct|0ns in energy requirements of products Sustainable Mobility Solutions (p.45-48)
Energy 2016 | and services

Management of Sustainability Risks

GRI 103:
Management
Approach
2016

103-1 Explanation of the material topic and its boundary

Sustainability Management (p.15-19)

103-2 The management approach and its components

Robust Governance Model (p.15-21)

103-3 Evaluation of the management approach

Robust Governance Model (p.20-21)

Inclusive Workplace Practices

Sustainability Management (p.15-19);

GRI 103: - i i i i
Management 103-1 Explanation of the material topic and its boundary Inclusive Workplace (p.83-84]
Approach 103-2 The management approach and its components Inclusive Workplace (p.83-84, 89-90)
2016 103-3 Evaluation of the management approach Inclusive Workplace (p.94-95)
GRI 401: :
Employment 401-1 New employee hires and employee turnover Performance Data (p.113)
403-1 Workers representation in formal joint manage-
ment-worker health and safety committees Performance Data (p.111)
403-2 Types of injury and rates of injury, occupational
GRI 403:_ diseases, lost days, and absenteeism, and number of Performance Data (p.111)
Occupational work-related fatalities
fealth and - 403-3 Workers with high incid high risk of
Safety 2016 03- orkers with high incidence or high risk o Performance Data (p.86)
diseases related to their occupation
403-4 Health gnd safety t9p|cs covered in formal Inclusive Workplace (p.57)
agreements with trade unions
GRI 405:

Diversity and
Equal Oppor-
tunity 2016

405-1 Diversity of governance bodies and employees

Corporate Governance (p.14); Perfor-
mance Data (p.112-113)

GRI 102-55




Vehicle and Traffic Safety

FORD OTOSAN SUSTAINABILITY REPORT 2016

103-1 Explanation of the material topic and its

Sustainability Management (p.15-19);

Ic\;/IRl 103: boundary Vehicle Safety (p.49) i
anagement ) . )
Approach 103-2 The management approach and its compo Vehicle Safety (p.49) )
2016 nents

103-3 Evaluation of the management approach Vehicle Safety (p.49) -
GRI 416: 416-1 Assessment_of the heal’Fh and safety impacts Vehicle Safety (p.49) )
Customer of product and service categories
Health and | 416-2 Incidents of non-compliance concerning the :
Safety 2016 | health and safety impacts of products and services Vehicle Safety (p.49) i

Product, Process, Mobility Model Innovation and Digitalization

103-1 Explanation of the material topic and its

Sustainability Management (p.15-19);
Sustainable Mobility Solutions (p.41-43)

GRI 103- boundary
Management ) . Sustainable Mobility Solutions (p.41-
Approach lgfn 20'I;1réen[2anagement approach and its 43); Digital Transformation, Sustainable -
2016 P Future (p.57-61)
103-3 Evaluation of the management approach Sustainable Mobility Solutions (p.41-43) -
Sustainable Mobility Solutions (p.41-43);
203-1 Infrastructure investments and service Fikirhane - Idea Factory (p.54-55); Dig- )
GRI 203: supported ital Transformation, Sustainable Future
Indirect (p.57-61)
Economic Sustainable Mobility Solutions (p.41-43);

Impacts 2016

203-2 Significant indirect economic impacts

Fikirhane - Idea Factory (p.54-55); Dig-
ital Transformation, Sustainable Future
(p.57-61)

Customer Sati

sfaction and Quality

103-1 Explanation of the material topic and its

Sustainability Management (p.15-19);

GRI103: boundary Customer Satisfaction and Quality (p.34) i
Z/Ianfogair:ent 103-2 The management approach and its compo- Customer Satisfaction and Quality )
2[F])1p6 nents (p.34-35)
103-3 Evaluation of the management approach Customer Satisfaction and Quality (p.35) -
103-1 Explanation of the material topic and its Sustainability Management (p.15-19); )
E/IRl 103: boundary Supplier and Dealer Success (p.36-39)
anagement ) - )
Approach lgits The management approach and its compo Supplier and Dealer Success (p.36-39) -
2016
103-3 Evaluation of the management approach Supplier and Dealer Success (p.36-39) -
GRI308: 308-1 New suppliers that were screened using envi- .
Supplier En- | ronmental critgﬁia g Supplier and Dealer Success (p.37) -
vironmental 00 5 Negative envi tal impacts in the suppl
égfzssment chai_n ansgaactlivoenznt\;llzgzmen atimpacts in the supply Supplier and Dealer Success (p.37) -
(SSRI 411.4: . i:i{;—aliglew suppliers that were screened using social Supplier and Dealer Success (p.37) )
upplier So-
cial Assess- | 414-2 Negative social impacts in the supply chain and .
ment 2016 actions tagken P PPYY Supplier and Dealer Success (p.37) -
GRI'102-55
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Ford Otomotiv Sanayi A.S.

Headquarters
Kocaeli Fabrikalari
Denizevler Mah. Ali Ucar Cad. No:53 41670 Golciik/Kocaeli
T:+90 262 315 50 00

Sancaktepe Engineering Center
Akpinar Mah. Hasan Basri Cad. No: 2 34885 Sancaktepe/istanbul
T: +90 216 664 90 90

Sancaktepe Spare Parts Distribution Center
Akpinar Mah. Hasan Basri Cad. No: 2 34885 Sancaktepe/istanbul
T:+90 216 564 71 00

inénii Plant
Bozilyiik - Kiitahya Yolu Uzeri 26311 inonii 186 Képriibasi/Eskisehir
T:+90 222213 20 00

Website

www.fordotosan.com.tr

To receive information about the report, and express opinions and suggstions;

strdurilebilirlik@ford.com.tr
T:+490212279 1313

Nursel Olmez Ates Giilsiinay Uysal Reporting Consultant Visual Design
Human Resources International
Director . Communication Kiymet-i Harbiye Tual Gorsel iletisim
Ford Otomotiv 4c te Social
Sanayi AS. and Corporate Social
Responsibility Specialist
Noates1@ford.com.tr info(dkiymetiharbiye.com
T:+90262 31552 00 Guysal3@ford.com.tr T:+90 212279 1313 T:+90 21222383 11

T:+90 26231552 82
+90 216 664 99 22

Thanks

Niyazi Nihat Akpinar, Bilal Seker, Betiil Tavaci, Gozde Akbiyik, Semih Atac, Bahar Darici, irem Yilmaz, Alcin Hakca,
Serhat Erpolat, Asli Kavala, Murat Tursun, Emrah Kinav, Cagla Siiliin, Burak Cekmece, Yasemin iveynat, Engin
Gumisel, ismail Oztiirk, Ali Utku Atalay, Ceren Uygun, Giilten Eliyiirekli, Unal Arslan, Serdar Kayhan, Aysu Sengiil,

Safak Gines.

GRI 102-1/GRI 102-2 / GRI 102-53
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Legal Disclamer:

Ford Otosan 2016 Sustainability Report ("Report”) was prepared by Ford Otomotiv Sanayi A.S. ("Ford Oto-
san”). All the information, opinions and assessments included in this report which do not carry the chara-
cteristics to be complete were provided by Ford Otosan and were not verified independently for the Report.
This Report was prepared only for informative purposes, and it does not aim to set basis for any investment
decisions. The information on this report does not constitute a qualification of any bids for the sale of Ford
Otosan shares partly or wholly, or an invitation for such a share selling process, and publishing this Report
does not imply any legal relationship in this matter. While the information and the relevant documents inc-
luded in this Report are believed to be concerned with the Report’s reporting period, the information is pro-
vided based on reliable sources and in good faith. However, Ford Otosan does not provide any reassurance,
undertaking or declaration regarding this information. In accordance with this, Ford Otosan, Ford Otosan
shareholders, Ford Otosan subsidiaries or their board members, employees or consultants cannot be held
accountable for any direct or indirect loss or harm on any person or persons based on any information or
communication in this Report or any information that is not featured in this report or any information based
on the Report.

GRI 102-56

FORD OTOSAN SUSTAINABILITY REPORT 2016
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