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From the Management

Chairman’s Message

The Turkish tourism sector, after suffering the effects of the
geopolitical developments in the neighboring countries in recent
years, began to recover in 2017.

In 2018, the sector welcomed over 40 million foreign guests, and
plans to increase this figure to record highs in 2019 by
diversifying its target countries to attract guests from regions
outside its traditional markets.

As Turkey takes back its place in the limelight of global tourism,
visitors are flocking to the country, and occupancy rates are rising.
However, we are faced with the fact that room rates are not
sharing the same pace of growth.

The recent influx of tourists into Turkey, when combined with the growth in congress tourism
which has stalled 2015, has brought about an upwards trend in room rates.

According to global data and analysis company STR’s report for the Hotel Association of Turkey
(TUROB), in 2018, average hotel occupancy rates in Turkey increased to 66.2 percent with 9.6
percent growth, room revenues grew 16.9 percent to €46.6, and average room rates climbed to
€70.4 with a 6.6 percent increase.

The increase it room rates has brought in hot money to Turkey, which goes to show how Turkey
should prioritize the tourism sector, especially in a time when economic developments are the top
items in the country’s agenda.

Despite the fact that real estate, a sector that is closely linked with tourism, has entered into a
period of stagnation due to economic reasons, we believe that this recession will be short-lived,
and expect to see a recovery from the second half of the 2019 onwards as the gears of Turkish
economy begin to turn once more.

Meanwhile, driven by the upwards trend in tourism, Akfen REIT increased its revenues to record
figures in 2018, and at the same time, showcased its pioneering position by introducing new
innovations in Turkey for the first time. We are looking forward to 2019 as a year of reaching new
heights and breaking new records.

“TOURISM REVENUES OUTPACED BY VISITOR GROWTH”

According to Turkish Ministry of Culture and Tourism’s statistics, in 2018, the number of inbound
visitors to Turkey grew by 18% year-over-year to 46.1 million. Overnight hotel stays increased to
190.6 million with a 22 percent growth, while total tourism revenues climbed to $29.5 billion with
a 12% increase over the previous year.
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According to global data and analysis company STR’s December 2018 Country Performance
Report for TUROB, in 2018, Turkey achieved the highest rate of growth in both room revenues
and hotel occupancy rates compared to other countries. However, the country is still behind
European averages, which was €114.4 for room rates, €80.6 for room revenues, and 72.4 percent
for occupancy in 2018.

“REAL ESTATE EXPECTED TO PICK UP FROM THE SECOND HALF ONWARDS”

The Turkish tourism sector, after suffering the effects of the geopolitical developments in the
neighboring countries in recent years, began to recover in 2017.

In 2018, the sector welcomed over 40 million foreign guests, and plans to increase this figure to
record highs in 2019 by diversifying its target countries to attract guests from regions outside its
traditional markets. Despite the fact that real estate, a sector that is closely linked with tourism,
has entered into a period of stagnation due to economic reasons, we believe that this recession
will be short-lived, and expect to see a recovery from the second half of the 2019 onwards as the
gears of Turkish economy begin to turn once more.

“REITS PRESENT AN INVESTMENT OPPORTUNITY”

Despite the encouraging developments in tourism, the real estate sector is still feeling the effects
of high discounts, and the REIT index has suffered a 21% drop in the span of a single year. REITs
have lost two-thirds of their USD-based market capitalization in the last four years, which has
turned the market into a good investment opportunity in the coming term.

“AKFEN REIT REVENUES REACH ALL-TIME HIGH”

In 2018, Akfen REIT’s total lease revenues from 20 hotels inside and outside Turkey (3,628 rooms
in total) surged 47 percent to reach TRY 94.6 million. This is Akfen REIT’s highest lease revenue
since its establishment.

In parallel with the recovery in tourism, Akfen REIT’s occupancy rates in 15 hotels in Turkey
(2477 rooms in total) increased by 4.4 percent year-over-year to reach 66.4 percent in 2018.
Likewise, all-inclusive rates per room for these hotels climbed by 40 percent in 2018 to TRY 165,
up from TRY 117 in 2017. With 19 hotels operated by Accor, excluding TRNC and taking into
account the four hotels in Russia, Akfen REIT saw hotel occupancy rates grow by 4 percent to
reach 65.4 percentin 2018. Average revenue per all-inclusive room reached €31.3 in 2018 with a
2.6 percent increase.

“TURKEY’S FIRST CONVERTIBLE BOND”

In January 2018, Akfen REIT successfully issued TRY 170 million in private sector bonds. These
bonds, which are also significant as the first convertible bond issued in Turkey, show the strength
and dedication of the Akfen Group in securing low-cost resources while benefiting investors.

“THANK YOU”

2018 was an active year for both the economy and our sector. Aside from the domestic tourism
opportunities presented by a population of over 82 million, Turkey also enjoys an abundance of
historical and touristic destinations that offer a persistent international tourism potential, which
means that the country’s tourism performance indicators, particularly revenues, can be much
higher than where they are today.
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As such, Akfen REIT will continue to work with the goal of creating value for Turkey as a leading
player with 20 hotels and 3,628 rooms serving the sector.

[ would like to thank once again all managers and colleagues for their hard work and contribution
to our company’s performance in 2018, and to our stakeholders for their support.

2/
<

ibrahim Siiha Gii¢sav
Chairman of the Boar of Directors
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CEO’s Message

2018 was a challenging year for Turkey’s economy, but despite
this fact, the tourism sector managed to continue its upwards
trend. Investments that were completed between mid-2017 and
2017, a time of great recession in the sector, achieved a brilliant
performance in 2018, carrying our company to historic records
in both revenues and portfolio value.

\

1
=il ‘ 35 While the dramatic volatility in exchange rates in 2018 had a
q | ' negative effect on both our financial indebtedness and hotels that
: generate TRY revenues, this effect was eclipsed by the substantial
revenue growth of other hotels that generate foreign currency
inflow for the company. With the FIFA World Cup in Russia
combined with the major increase in foreign guests in our hotels
in Turkey, we saw our revenues reach all-time highs.

¥

Having transformed into a REIT in 2006 and offered to the public and being listed on the stock
marketin 2011, our company recorded over €17 million in 2015, a figure that would more or less
stand at the same level for the next two years due to negative developments, before achieving
€17.2 million from hotel investments alone in 2018. This revenue contributed to our capital,
equity and net asset value, enabling us to withstand and even grow during a challenging period
for the economy.

We are also proud to see our Bulvar Loft Project, which our company acquired in November 2017,
completely offset the losses of the challenging 2015-2017 period. This has also shown that Akfen
REIT’s portfolio is not only capable of recording a profit during times of growth but also able to
generate sustainable income under all circumstances, reinforcing our confidence in 2019 and
beyond.

In today’s economy where the disadvantages of excessive borrowing has forced companies to seek
alternative sources for financing, which more often than not leads to a desperate search for debt
and capital, our company, with support from our main shareholder, has managed to achieve a first
in Turkish capital markets by issuing TRY 170 million in convertible bonds. This issuance, which
has a maturity of three years and a Turkish-lira based interest of 12%, has further solidified the
sustainability of the company’s financials.

With confidence that we will raise the bar even higher, I wish for a more productive year for our
shareholders, employees, and stakeholders in 2019.

Sertac F. Karaagaoglu

General Director
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Board of Directors Biography

I. Siiha Giigsav - Chairman

He has graduated from Economics department of Istanbul
University in 1992 and had his master degree in Business
Administration department of Social Sciences Institute of Gazi
University. Mr. Giigsav who started his career in 1992 in
Alexander & Alexander Sigorta Brokerligi A.S. (Alexander &
Alexander Insurance Brokering), worked as Financing group
President and Chief executive Officer in Akfen where he started
to work in 1994. Mr. Giicsav had worked especially on
privatization of Vehicle Inspection Stations, Mersin
International Port and IDO and also during the foundation and
investment processes of Akfen REIT and Akfen Enerji, for the public offering of Akfen Holding and
Akfen REIT and on the subjects of the share sales of the shareholdings and long term financing.
Mr. Gligsav who is Chairman of the Singapore Business Council of DEIK and Deputy Coordinating
Chairman of Asia Pacific Business Councils, worked as Vice Chairman of Akfen Holding Board of
Directors from 2003 till 2010. Mr. Gligsav who was member of the Board of Administrators both
in Akfen Holding between the years of 2010 - 2012 and TAV Havalimanlar1 Holding A.S. between
the years of 2000 - 2012, is the CEO of Akfen Holding since March, 2010. Additionally to this
position, he is also the Chairman of Akfen REIT and Akfen Water, and member of Board of
Directors in Akfen Renewable Energy. Since October 2014, Mr. Giigsav has been appointed as the
Honorary Business Representative of the International Commerce and Investment Agency (IE
Singapore) that operates under the Ministry of Industry and Trade of Singapore.

Mustafa Keten - Vice Chairman

Mr. Mustafa Keten graduated from the Commercial Business Management of the Academy of
e — - Economics and Commercial Sciences of Istanbul in 1968. Mr.
r ” i Keten, who started his career as an Assistant Specialist at the
. State Planning Organization in 1970, completed his master
~ degree program at Social Sciences Institute of Holland in 1978.
Then, he served the duties as the Chairman of the Regions with
Development Priority between the years of 1979-1983,

Underscretary of State for the Agriculture, Forestry and Rural

Affairs, Undersecretary of the Prime Ministry, Chairman of the
Private Environment Protection Council, and General Director for Foundations of the Prime
Ministry and President of the Assembly for Foundations between the years of 1984-1999. He has
taken up duty at the Boards of Directors of Petkim and tamek Gida during the period when he was
at the public sector, and served the duty as the Chairman of the Board of Directors of Giines Sigorta
and Vakifbank. Mr. Keten, who participated in Akfen Holding as the Vice-Chairman of the Board of
Directors in 1999, serves duties as an academician in various educational institutions as well
among his responsibilities in his work life. Among with such duties of him, he conducted the
membership of the Board of Directors of Turkish-Georgian Business Council, Eurasia Business
Council and Turkish-Russian Business Council. Mr. Mustafa Keten currently works as the Vice-
Chairman of the Board of Directors of TYD (Tourism Investors’ Association) and Vice-President of
the Tourism Assembly of TOBB (the Union of Chambers and Commodity Exchanges of Turkey)
and Member of the Board of Directors of the Turkish Olympic Committee.
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Pelin Akin Ozalp - Board Member

Mrs. Pelin Akin, who graduated from the Department of
Management in Spanish, started her career before all else at the
Strategy department in the Finance Department of the Deutsche
Bank in Madrid, and then, participated in the MT program in
order to be trained as a manager for future time within the
structure of the company, TAV Airports Holding, following her
return in Turkey. At current period, she serves duties as the
Member of the Corporate Board of Committee of TAV Airports
Holding, Member of the Corporate Board of Committee of Akfen
Holding, IBS Sigorta ve Reasiirans (Insurance and Reassurance) Brokering and Akfen GYO. For the
time being, Mrs, Akin taking part in different work groups at the Foreign Economic Relations
Board Spanish Business Council and Foreign Economic Relations Board British Business Council,
also keeps on conducting active works as a Member of the Board of Directors and also Member of
the Board of Trustees at TIKAV (Human Resources Education and Health Foundation of Turkey),
established by Tekfen Holding in 1999. Mrs. Akin, who servis duty as the Vice-President Duke of
Edinburgh International Award Turkey Program, conducts her duty as the Head of Advisory
Council at the Department of Contemporary Researches on Turkey, established in the London
School of Economics (LSE). Mrs. Pelin Akin, who has taken up the duty as an organizer of the
Sweet-Talk Forum, established in 2011 in order to develop the relationships between the United
Kingdom and Turkey at political, economic and cultural fields, hes the memberships of TUSIAD
(Turkish Industrialists' and Businessmen's Association), TIKAD (Turkish Businesswomen
Association), TURKONFED (Turkish Enterprise and Business Confederation), Young Presidents’
Organization (YPO), Substructure and Investments Committee at the B-20 Steering Committee,
TOOB Young Entrepreneurs’ Advisory Council and World Economic Forum Global Shapers. Mrs,
Akin was elected to the Substitute Membership of the Board of Directors of the TUSIAD (Turkish
Industrialists' and Business-men's Association) in 2015 as well as the Memberships of the Board
of Directors of TURKONFED, PODEM and TAIDER.

Selim Akin - Board Member

Mr. Selim AKIN, who graduated from the Department of
Management of the University of Surrey in 2006 in the United
Kingdom, served the duty as the Chairman of the Turkish
Association during her university years and became a member of
the Young Businessmen Association of Turkey upon his return to
Turkey, and currently, conducts the duty as the Head of the Trade
Commission. At the same time, he is also a member the
Committee for Early Determination of Risks of the TUSIAd and
TAW Airports Holding. The main projects where he took part in,
are the privatization and finance of the Vehicle Inspection
Stations, privatization and finance of the Port of Mersin, public offering of Akfen Holding and
issuance of bonds in this respect. Mr. Selim Akin currently serves duty as a member of the Board
of Directors at the subsidiaries of Akfen Holding and Vice-Chairman of the Board of Directors of
Akfen Holding in addition to his duty as Chairmanship of the Board of Directors Akfen Insaat ve
Turizm A.S.
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Sila Ciliz inang - Board Member

Mrs. Sila Cihiz Inang graduated from the Faculty of Law of the
Marmara University in 1995 and upon completion of her law
internship in 1996, she joined in Akfen Holding in 1997. She
carried out the works such as merges and takeovers of
companies, Private Sector-Public Sector Partnerships (PPP) in
Turkey, and furthermore, company and holding restructuring
along with the fields of construction, energy and competition
and took up active duty at the secondary legislation works of
. . the Public Tender Law. She has involved in all processes
including tenders and assignments of privatization applications and right/privilege assignments,
build-operate-transfer where Akfen and its partnerships are a party thereof, and took part in the
loan contracts and establishment of finance structures of the projects, and public offering of Akfen
Holding A.S. ve Akfen GYO A.S. and conformance processes of the same to the SPK (Capital Market
Committee Regulation). Mrs Sila Cihiz inang, who is the Deputy General Director of Akfen Holding
A.S., keeps continuing her duties as a member of the board of directors in various partnership of
the Holding.

irfan Erciyas - Board Member

Mr. irfan Erciyas graduated from the Department of Finance
and Economics of the Gazi University in 1977. He started his
career as an bank examiner (inspector) and Branch Manager at
the bank, titled as Tiirkiye Vakiflar Bankasi, and served her duty
there as the Deputy General Director between 1996-2002 and
kept on working at the same place as the General director
between 2002-2003, and joined in Akfen Holding with the duty
as the Vice-Chairman of the Board of Directors in 2003. He
served important duties at the Holding, mainly the privatization
of of Mersin Internatlonal Port and IDO and the matters such as establishment and investment
processes of Akfen GYO and Akfen Enerji, public offerings of Akfen Holding and Akfen GYO, share
sales from subsidiaries and long-term finance matters. Mr. Irfan Erciyas, who continues to
maintain his duty as a Managing Director at Akfen Holding since March 2010, serves his duties as
the Chairman, Vice-Chairman and Membership of the Boards of Directors at various affiliates and
subsidiaries of the Holding.

Ahmet Ertiirk - Independent Board Member

Mr. Ahmet Ertiirk, who was born in Malatya in 1953, graduated
% from the Faculty of Political Sciences of Ankara in 1975. Mr Ertiirk,
4 who served duty as a Finance Inspector between the years of 1976-
1985, made a study for and on behalf of the Ministry of Finance
between 1984-1985 in London on “British Experience on
Privatization” Afted his service of duty as the Assistant Secretary
General of TUSIAD (Turkish Industrialists' and Businessmen's
Association) between the years of 1986-1988, he took up the duties
as the Deputy General Director and Consultant of General Director at the Turkish Marine
Enterprises between the years of 1988-1991. Mr. Ahmet Ertiirk, who worked as the Deputy




D) REIT Akfen REIT
W Q kfen Annual Report 2018

General Director at Albaraka Tiirk between 1992-2002, took up the duty as the President of tpe
Saving Deposit Insurance Fund (TMSF) between 2004-2009 following his duty as the Member of
the Capital market Committee (SPK) in 2003. Mr. Ertiirk, who served duty as the Senior Advisor
of the (Turkish) President on economical matters between 2010 and 2014, is married with two
kids and in good command of English language. Currently, he serves duty as an Independent
Member of the Board of Directors of Akfen Reit.

Halil Eroglu - Independent Board Member

Mr. Eroglu, who was born in Karsiyaka in 1952, studied tpe
primary school in seven different schools as a result of his
father’s profession as a civil servant. After having studied at the
Boarding School of Izmir Education College (BAL-Bornova
Anatolian High School), he has graduated from the Ankara
University Faculty of Political Sciences in 1974. After a service
period of ten years as an inspector at the bank, Tiirkiye Is
Bankasi, where he started his banking work, he served various
duties at the General Directorate and branches, and worked as a General Director at Disbank,
which has been closed down for the current period and also at is Leasing for a period of three
years. Mr. Eroglu became the General Director of the Industrial Investment Bank in 2001. After
the merger of the bank in 2002 with the Industrial Development Bank of Turkey (TSKB), he served
duty as the general director of the Bank for a period of ten years and retired in 2011. He served
duty as the chairman or member of the board of directors at various companies either before or
after his retirement. Currently, he serves duty as an Independent Member of the Board of
Directors of Akfen Reit.

Adnan Aydogan - Independent Board Member

Mr. Adnan Aydogan has graduated from the College of Education of
Diyarbakir in 1980, and from the High School of Elazig in 1983, and
from the Public Management Department of the Faculty of
Economics and Administrative Sciences of the Gazi University in
e 1987. He completed his master degree course at the Management

¥l Sciences of the Social Sciences Institute of the Gazi University. He

W( served duty at the Turkish Iron-Steel Plants as the Plants Manager,

‘ & and Researcher at the Sakarya University, and specialist (Project
Coordinator) at the Undersectariat of State at the Defence Industry, and subsequently, as the
Project monitoring and Finance Branch and Head of Fund Management Division. Finally, Mr.
Aydogan, who was working as the Head of Financial Affairs and Subsidiaries within the structure

of TAI, quitted his duty in 2013, and currently serves duty as an Independent Member of the Board
of Directors at Akfen REIT.
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F. Sertac Karaagaoglu - CEO

Mr. Sertac F. Karaagoglu, has bachelor’s degree from METU Political

Science and Public Administration, and MBA from Maltepe
University. During his banking career in 1996-2012 he worked in
Corporate and SME banking divisions of commercial banks
(Toprakbank, Kentbank, Disbank, Fortis) as branch and region
manager and as director of commercial and SME credits in Fortis and
TEB BNP Paribas. He continued his Corporate Finance career in
Borsa Istanbul (stock exchange) as Group Director of Listing and Private Market between 2012
and 2016. Karaagaoglu is General Manager of Akfen REIT since 2016, giving lectures on Corporate
Governance and Finance in Maltepe University and member of Board in GYODER.

Ciineyt Baltaoglu - Russia Coordinator

Mr. Clineyt Baltaoglu, who graduated from the German High School of
Istanbul and subsequently, Faculty of Architecture of the Istanbul
Technical University, stepped in his working life (career) by taking up a
duty at the hotel project of Gama Ingsaat Russia-Tyumen in 1994. Then,
Mr. Baltaoglu, who took up the duty at the Koray-Enka Partnership
Moscow and Koray Construction Istanbul real estate
development/investment projects between the years of 1995 and 1998,
completed his MBA degree at the Rotterdam School of Management - Erasmus University of
Holland between 1999-2001, and subsequently, undertook the Lycos-Europe’s founding general
directorate duty within the structure of Bertelsmann AG in Moscow. Mr. Baltaoglu conducts the
duty of Coordinator of Russia Investment Projects of Akfen Gayrimenkul Yatirim Ortaklig1 (Akfen
Real Estate Investment partnership) since 2007.

Memduh Okyay Turan - Deputy General Manager - Operations

Mr. Memduh Okyay Turan graduated from the Department of Tourism and

Hotel Management of Bilkent University in 1993. Mr. Turan started his
professional career at Antalya Club Hotel Sera City & Resort and Antalya
Dedeman Convention. Mr. Turan, who holds a Travel Agencies Information
Certificate of the Ministry of Tourism, subsequently, has served duties as
manager at the Mega Residence Hotel Front Office Management, Mega
Residence Sales & Marketing departments. Mr. Turan, who served duties as
the General Director and General Coordinator at St. Paul Tourism & Travel Agency and Mersin
Hotel Chain Group, conducted the General Coordinator duty in the following years at the City
Residence, affiliated to the same group, and Kusadasi Mersin Beach Resort.

Mr Turan, who joined the Akfen Family in 2005, serves duty as the Deputy General Director for
Operations at Akfen REIT since 2008.




D) REIT Akfen REIT
W Q kfen Annual Report 2018

Yusuf Anil - Deputy General Manager Financial and Administrative Affairs

Yusuf Anil was graduated from the School of Economics of Anadolu
University in 1994 and began his professional career in 1988. After
completing his military duty in 1995, he worked as the Accounting and
Financial Affairs Manager at Tam Group from 1996 until 2000.
Between 2000 and 2004, he opened his own Independent Accounting
and Financial Advising office. He worked as the Accounting Manager
Borusan Telekom and other technology companies of Borusan
Holding from 2004 until 2007. He had worked as the Accounting
Manager of Akfen Real Estate Investment Trust since February 2008
and Anil has been working as Deputy General Manager since 2018. He received his independent
accountant and financial advisor certificate in 2001 and Independent Auditor certificate of Public
Oversight Authority.

The total amount of financial benefits such as honorarium, fees, premium, bonuses,
dividends and so on, provided to the managers of the Company are presented herein

Benefits, for Top Level Executives (Thuosand TRY) 2017 2018 Change
(%)
Short-Term Benefits 1.902 2.509 32

Apart from this, no other material right, allowance, representation expense, material right in kind,
insurance and similar indemnity has been given. The total amount of short-term benefits,
provided to the executive managers for Akfen REIT and its affiliates belonging to the year ending
on December 31, 2018 refers to an amount of TRY 2.508.656 (December 31,2017:1.901.561) and
all explanations, made pursuant to the legislation are conformed thereto and necessary process is
conducted within the direction of the fee policy of the Company.
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Organization Chart

Board of Directors

Chairman of the
Board of Directors
I. Stiha Gligsav

General Manager

Sertac F.
Karaagaoglu

I. Sitha Giigsav -Chairman of the Board of Directors

> Mustafa Keten-Vice Chairman of the Board of Directors
Pelin Akin Ozalp-Board Member

Selim Akin- Board Member

Sila Ciliz Inang- Board Member

irfan Erciyas- Board Member

Adnan Aydogan*- Board Member

Halil Eroglu*- Board Member

Ahmet Ertiirk*- Board Member
* Independent Members of the Board of Directors

Deputy General
Manager Financial
and Administrative

Officer for Investor’s
Affairs and Finance
Affairs Assistant Specialist

Yusuf Anil Mehmet Aldirmaz

Legal Consultant

Deputy General Russia Coordinator

Manager- Operations
MemduhOkyay Turan

Ciineyt Baltaoglu

Sevin Nar
11 personnel

Administrative Affairs

Accounting Manager

Hiilya Keser
Asli Canan Ocal OguzhanTuran

Fatih Akar

Akfen REIT Afiliates

Group Companies

Trade Name

Akfen Gayrimenkul Ticaret ve insaat A.S.

Activity Creating real-estate portfolios
Issued Capital 121.000.000,00

Company’s Share in Capital 121.000.000,00

Currency TRY

Company’s Share in Capital (%) 100

Company’s Relationship Subsidiary

Trade Name

Russian Hotel Investment B.V.

Activity Developing hotel projects in Rusia
Issued Capital 33.455.050,00

Company’s Share in Capital 32.690.666,00

Currency Euro

Company’s Share in Capital (%) 97,72

Company’s Relationship Subsidiary
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Trade Name Russian Property Investment B.V.

Developing office and residence projects in Rusia

Activity
Issued Capital 7.258.867,00
Company’s Share in Capital 6.906.859,00
Currency Euro
’ i - 0 95,15
Company’s Share in Capital (%)
Subsidiary

Company’s Relationship

Trade Name Hotel Development Investment B.V.

Developing hotel projects in Rusia

Activity

Issued Capital 8.510.640,00

Company’s Share in Capital 8.510.640,00

Currency Euro

Company’s Share in Capital (%) 100
Subsidiary

Company’s Relationship

Akfen Karakoy Gayrimenkul Yatirimlari ve insaat
A.S.*
Creating real-estate investments

Trade Name

Activity
Issued Capital 121.000.000,00
Company’s Share in Capital 110.678.700,00
Currency TRY
’ i - 0 91,47
Company’s Share in Capital (%)
Subsidiary

Company’s Relationship
*Akfen Karakdy Yatirimlari ve ingaat A.S.’s 19.90 capital belongs to Akfen REIT and 71.57% belongs to Akfen GT A.S.

Akfen Ingsaat Turizm ve Ticaret A.S. ve Akfen
Gayrimenkul Yatirim Ortakligi A.S. Adi Ortaklig:

Land Sales Proportion Revenue Share Housing

Trade Name

Activity Construction Work
Issued Capital 10.000,00
Company’s Share in Capital 9.900,00
Currency TRY
Company’s Share in Capital (%) 99

Subsidiary

Company’s Relationship
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Akfen Gayrimenkul Ticareti ve Insaat A.S. (Akfen GT)

Main activity fields of Akfen Gayrimenkul Ticareti ve Insaat A.S., 100% subsidiary of Akfen REIT,
are developing, managing and have manage real estate investments. Akfen GT has regular rental
income from 5 stars Merit Park, located in TRNC since 2007.

Additionally the company has opened Ibis Otel Yaroslavl, Ibis Otel Samara, Ibis Otel Kaliningrad
and Samara Office among Akfen REIT’s investments in Russia.

Akfen GT owns 97.72% of the shares of Russian Hotel Investments B.V. (RHI) and Russian
Property Investment, and 95.15% of the shares of Russian Property Investment B.V. (RPI)
established in the Netherlands.

All of the HDI shares, held by Akfen GYO, were sold to Akfen GT, one of the subsidiaries of the
Company, on March 27, 2017.

Akfen Karakdy, has increased its capital to TRY 121,000,000 on 18 May 2018 and Akfen Karakoy
has increased its direct and indirect ownership ratio by 91,47% in Akfen Karakoy.

RHI

RHI consolidates firms established in Russia to realize hotel projects in this country. Active firms
under The company are presented in the table.

RPI

RPI consolidates project-based firms realizing projects in Russia excluding hotel management
projects.

HDI

HDI, of which 100 % participation is held by Akfen GT, is established in Russia in order to develop
hotel project(s) in Russia. The Company having its centre of activity located in Holland has
realized a hotel project, put into operation in Moscow.

Akfen Karakéy Gayrimenkul Yatirimlari ve insaat A.S. (Akfen Karakoy)

Karakdy Gayrimenkul Yatirimlari ve Insaat A.S., established by a shareholding of 69.99% with the
purpose to develop projects in Karakdy, is a special purpose subsidiary. Planning, constructing
and subcontracting, renting, managing and outsourcing management of tourism facilities, hotels
and real estate investments are among the operations of the Company. Akfen Karakéy, has
increased its capital to TRY 121,000,000 on 18 May 2018 and Akfen Karakoy has increased its
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directand indirect ownership ratio by 91,47% in Akfen Karakdy. The Company currently conducts
a hotel project in Istanbul, Karakoy, operated by Tamaris Turizm (Accor).

Akfen Insaat Turizm ve Ticaret A.S. ve Akfen Gayrimenkul Yatirim
Ortaklig: A.S. Adi Ortakligi_Joint Venture (Adi Ortaklik)

Akfen REIT and Akfen insaat Turizm ve Ticaret A.S. (Akfen Construction) established a joint
venture (Akfen REIT 99% - Akfen Const. 1%) on November 9, 2017 to undertake the Bulvar Loft
Project owned by iller Bankasi A.S. (iller Bankasi). The Project consists of 822 residences and app

7.000% commercial zone.

Shareholders

December 31, 2018 Shareholders

Shareholders Group Shares (TRY) Number of Capital
Shares Ratio (%)
Akfen Holding A.S. ™ B 104.654.831 104.654.831 56,88
A 1000 1000
B 30.349.089 30.349.089 16,50
Hamdi Akin(@
C 999 999
D 1000 1000
Other B 48.993.080 48.993.080 26.63
C 1 1
Total 184.000.000 184.000.000 100,00

1) The Company, which is the main sharcholder of the Company, is transferred to Akfen Holding through the merger completed on 28 February 2018

) These shates also have listed shares.

The share group of A, C, D has the privilege to select nominees for the board of directors member
selection. Members of the Board are elected by the General Assembly among the nominees, where
2 of them selected by Group A, 2 of them by Group C, and 2 of them by Group D shareholders.

Regarding the company’s own shares, there is no acquired share.




Akfen REIT
Annual Report 2018

& akfen REIT

Hotels

Novotel ve Ibis Hotel istanbul

The Istanbul lands of Novotel Istanbul and Hotel Ibis was allocated by the State Treasury bearing
a construction right contract, dated as December 04, 2003, for a period of 49 years. The term of
the allocation is extended to 2067 in 22.12.2018.

[t is an accommodation point convenient for commercial and touristic-purpose trips with its close
proximity to the historical regions and business centres of Istanbul at a distance of 10 kms to the
Atatiirk Airport and 11 kms to Taksim. Its distance to various locations such as 0,5 kms to
Veliefendi Hippodrome and Abdi ipekgi Sports Hall, 6 kms to the Olimpiyat Stadium, and 10 kms
to the Sultanahmet and Beyazit Districts give opportunity for hotel visitors to reach the activities
easily, desired by them.

Surface of the Land 11.720 m?

Surface of Construction Area 26.372 m2

Number of Novotel Rooms 208

Number of Hotel Ibis Rooms 228

Date of Opening March 2007

Operator Tamaris Turizm (Accor)

Ibis Hotel Istanbul Esenyurt

The Hotel Ibis Istanbul Esenyurt taking place at the District Esenyurt, which is one of the most
rapidly developing regions of Istanbul through suburb projects and land of which is owned by
Akfen REIT, was opened and put into operation on January 25, 2013. The Hotel is the E-5
Motorway-fronted and takes place within a close range of TUYAP Exhibition and Congress Centre.

Surface of the Land 1.755,37 m?

Surface of Construction Area 7.331 m?

Number of Rooms 156

Date of Opening January 2013

Operator Tamaris Turizm (Accor)

Novotel istanbul Bosphorus (Karakéy)

The land of Novotel Karakdy was obtained from the General Directorate of Foundations through
an allocation for 49 years. It is constructed on the land of old Kozluca Han (Inn), located on the
Rihtim Caddesi (Avenue) and faces the Galataport. The opening of this hotel bearing the
characteristic of the first 5-star hotel in the world was made in February 2016.

Surface of the Land 3.074,58 m?

Surface of Construction Area 21.440 m2

Number of Rooms 200

Date of Opening February 2016
Operator Tamaris Turizm (Accor)
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The land of the Hotel Ibis Tuzla was purchased by Akfen REIT. It is located in the Anatolian Part
of Istanbul and situated over the E-5 Motorway and close vicinity of Shipyard, Metro
(Underground), Organized Industrial zones and Sabiha Gok¢en Airport and opening of the hotel
was made in April 2017.

Surface of the Land 4.688 m?

Surface of Construction Area 9.480 m?

Number of Rooms 200

Date of Opening April 2017

Operator Tamaris Turizm (Accor)

Ibis Hotel Bursa

The land of the Hotel Ibis Bursa was leased from the Bursa Uluslararasi Tekstil Ticaret Merkezi
Isletme Kooperatifi (Bursa International Textile Trade Centre Enterprise Cooperative) on May 09,
2008 providing advantage with its close location to the commercial centres in Bursa being one of
the most important industrial and commercial regions of Turkey. The permanent and
independent right of construction was registered at the deed office.

Surface of the Land 7.961,79 m?2

Surface of Construction Area 7.523 m?

Number of Rooms 200

Date of Opening November 2010
Operator Tamaris Turizm (Accor)

Ibis Hotel Alsancak

The land was leased on August 25, 2010from the General Directorate of Foundations of the Prime
Ministry of the Republic of Turkey for a period of 49 years. The Hotel Ibis izmir Alsancak provides
a comfortable and modern accommodation opportunity with its central location in Izmir that is
one of the major cities making substantial contribution with its location and workforce to the
Turkish economy. The hotel taking place at the Alsancak District of the town Konak is located
within the close vicinity of Alsancak Railway Station and Alsancak Port.

Surface of the Land 629 m2

Surface of Construction Area 5.555 m?

Number of Rooms 140

Date of Opening June 2013

Operator Tamaris Turizm (Accor)
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Ibis Hotel Eskisehir

The building of the Hotel Ibis Eskisehir was leased from the Metropolitan Municipality of Eskisehir
and the grain elevator building was converted into the Hotel Ibis. The hotel being located at a
walking distance to all important shopping, business and entertainment centres of Eskisehir is
also situated at a location considerably close to the campus of the Anatolian University that is one
of the most important focal points of the city. Furthermore, the proximity of the hotel to the
railway station increases the number of transportation alternatives to the hotel.

Surface of the Land 6.806 m?

Surface of Construction Area 5.868 m?

Number of Rooms 108

Date of Opening April 2007

Operator Tamaris Turizm (Accor)

Ibis Hotel Ankara Airport

The land of the Hotel Ibis Ankara Airport was purchased by Akfen REIT on July 21, 2011. The Hotel
Ibis Ankara Airport taking place at a distance of only 1 km to the Esenboga Airport is 28 kms away

from the city centre of Ankara province.

Surface of the Land 7.134 m?

Surface of Construction Area 9.506 m?

Number of Rooms 147

Date of Opening September 2014
Operator Tamaris Turizm (Accor)

Ibis Hotel Adana

[ The land of the Hotel Ibis Adana was purchased by Akfen REIT on August 03, 2010. The Hotel
Ibis Adana is located at the city centre of Adana taking place among the important industrial,
commercial and agricultural centres of Anatolia.

Surface of the Land

Surface of Construction Area
Number of Rooms

Date of Opening

Operator

2.213 m2

9.047 m?

165

September 2014
Tamaris Turizm (Accor)
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Novotel Trabzon

The land of the Novotel Trabzon that is located on the Black Sea shore was leased from the World
Trade Centre of Trabzon for a period of 49 years. A permanent and independent construction
right of it covering a period of 49 years was registered February 27, 2008 at the deed office in
favour of Akfen REIT.

The Novotel Trabzon that offers a transportation advantage to its guests through its close
proximity to the airport and city centre has an additional advantage since the fact that it is the first
international hotel chain of the city and region. The hotel taking place just besides the World Trade
Centre is one of the favourite hotels of Trabzon through its central location and design.

Surface of the Land 13.450 m?

Surface of Construction Area 15.232 m?

Number of Rooms 200

Date of Opening October 2008
Operator Tamaris Turizm (Accor)

Novotel ve Ibis Hotel Gaziantep

A permanent and independent construction right was registered at the deed office (deed of the
real estate) on July 17, 2007 in favour of Akfen REIT covering a period of 30 years over the land
of Novotel and Hotel Ibis Gaziantep, leased from the Metropolitan Municipality of Gaziantep on
May 31, 2007.

The area where the Hotel is located is at a walking distance to the city centre where public
institutions such as City’s Governor’s Office, Metropolitan Municipality, Revenue Administration
and so on and historical places are located in.

Surface of the Land 6.750 m?

Surface of Construction Area 18.825 m?

Number of Novotel Rooms 92

Number of Ibis Otel Rooms 177

Date of Opening January 2010

Operator Tamaris Turizm (Accor)

Novotel ve Ibis Hotel Kayseri

The land of Novotel and Hotel Ibis Kayseri was leased from the Chamber of Commerce and
Industry of Kayseri on November 04, 2006 for a term of 49 years. A permanent and independent
construction right covering a period of 49 years was registered August 17, 2007 at the deed office
with relation to this land in favour of Akfen REIT. The hotels being located at the city centre are at
a distance of 10 minutes to the airport.

Surface of the Land 11.035,4 m?

Surface of Construction Area 11.064 m?

Number of Novotel Rooms 96

Number of Ibis Otel Rooms 160

Date of Opening March 2010

Operator Tamaris Turizm (Accor)
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Merit Park Hotel Girne (TRNC)

The land where the Hotel Merit Park Kyrenia was allocated by the Ministry of Finance of the TRNC
covering a term of 49 years. The hotel taking place at the portfolio of the company, Akfen
Gayrimenkul Ticareti ve Ingaat A.S., which is an affiliate of Akfen REIT, was leased to the company,
Voyager Cyprus Limited Company (Voyager Kibris Limited Sirketi) together with its casino for a
period of 20 years through the Lease Contract, executed on May 15, 2012.

Surface of the Land 37.000 m2

Surface of Construction Area 33.387 m2

Number of Rooms 286

Date of Opening April 2007

Operator Voyager Kibris Ltd. Sti. (Net Holding)

Ibis Hotel Samara ve Samara Office

Akfen REIT carried out two important projects in one of the major cities in Russia, Samara. The
Hotel Ibis Samara and Samara Office are located on the main arterial road where the airport road
is intersected, being situated 2 km away from the city centre of Samara having a population of 1.2
millions. Samara also has one of the most important petrol refineries of Russia within its

boundaries.
Surface of the Land 4.804 m?
Surface of Construction Area 11.749 m?
Leasable Office 4.637 m?
Number of Rooms 204
Date of Opening March 2012
Operator (Hotel) Russian Management Hotel Company (Accor)

Ibis Hotel Kaliningrad

The Hotel is located on the riverbank of Progolya River at a distance of 1.2 kms from the centre of
the city, Kaliningrad that is an important transfer and tourism destination on the Baltic Sea shore.
Its distance to the airport, however, is 20 kms.

Surface of the Land 5.099 m?

Surface of Construction Area 6.322 m?

Number of Rooms 167

Date of Opening Agustos 2013

Operator Russian Management Hotel Company (Accor)
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Ibis Hotel Yaroslavl

The 3-star hotel Ibis Yaroslavl draws attention with its quality service, offered by it in the city of
Yaroslavl, visited very often by domestic and foreign tourists. Yaroslavl taking place within the
periphery of 250 kms to Moscow is a very active region both in terms of cruise tourism in the
River Volga and cultural and business tourism, brought forth by international conferences.

Surface of the Land 4.432 m?

Surface of Construction Area 7.916 m?

Number of Rooms 177

Date of Opening September 2011

Operator Russian Management Hotel Company (Accor)

Ibis Hotel Moscow

The Hotel, located at the centre of Moscow, takes place just beside the sporting facilities in the
region Dynamo and at a walking distance of 15 minutes to the world-renowned Tretyakov Galery,
and 10 minutes to the Paveletsky Railway Station. The Hotel Ibis Moscow offers a comfortable
alternative to the business and tourism-focused trips through its modern architectural design and
well-illuminated rooms, equipped with a warm decoration.

Surface of the Land 2.010 m2

Surface of Construction Area 13.250 m?

Number of Rooms 317

Date of Opening July 2015

Operator Russian Management Hotel Company (Accor)

Projects

Bulvar Loft

The project, started within the structure of Akfen insaat, consists of 6 buildings, 822 flats and a
commercial facility of 7 thousands of square meters. While the project was at a level of 35,20 of
the total foreseen cost, it was assigned to the company, Akfen Ins. Tur. Tic. A.S.-Akfen REIT A.S.
Joint Venture, of which 99 % share proportion is held by Akfen REIT: The flat sales and
construction continue at the project, made through the Income Share Model on the land, owned
by Iller Bankas1. The commitment of construction to Ilbank is realized in December 2018 and sales
of all of the divisions of the Project is completed in 17th of January.

Surface of Construction Area 169.703 m?2
Net Sellable Area 94.453 m?
Number of Flats 822
Commercial Area 7.000 m?
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TRY 2017 2018

Total Assets 1.757.758.114 2.436.937.014

Equities 607.819.213 743.995.844

Paid-up Capital 184.000.000 184.000.000

Turnover 63.539.265 98.124.335

Cost of Sales (9.588.722) (13.836.974)

Real Operating (Loss)/Profit* 256.829.469 490.626.116

Period (Loss)/Profit* 39.410.018 104.492.321

Investments 10.086.861 148.579.084
* The fixed asset value increase earnings/losses are included in the real operating profit and
period profit.

Akfen REIT 2018 Akfen REIT 2018

Total Portfolio Value* Net Assets Value*

1.608 816,5

(in million TRY) (in millon TRY)

Consolidated Rental Revenue (in million TRY)

2017 2018 Change (%)
63,5 98,1 54

EBITDA (million TRY)

2017 2018 Change (%)
45,9 70,7 54
2018 Regional Rental Revenue Distribution (%)
Turkey TRNC Russia
46 28 26
2018 Regional EBITDA Distribution (%)
Turkey TRNC Russia
36 38 26
2018 Regional Real Estate Distribution (%)
Turkey TRNC Russia
56 20 24
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Number Hotel
of State of Land Lease Investment Openning
Hotels Rooms Owned Expiry Date Starting Date Date
Ibis Hotel 228 49 years 2067 2005 March 2007
Zeytinburnu
Novotel Zeytinburnu 208 49 years 2067 2005 March 2007
Ibis Hotel Eskisehir 108 22 years 2029 2005 April 2007
Novotel Trabzon 200 49 years 2058 2006 September
2008
Ibis Hotel Gaziantep 177 30 years 2038 2008 January 2010
Novotel Gaziantep 92 30 years 2038 2008 January 2010
LZJ Ibis Hotel Kayseri 160 49 years 2058 2008 March 2010
& Novotel Kayseri 96 49 years 2058 2008 March 2010
< |bis Hotel Bursa 200 30 years 2040 2009 November
g 2010
E‘ Ibis Hotel Adana 165 Owned January 2011  September
= 2012
& Ibis Hotel Esenyurt 156 Owned March 2011  January 2013
Ibis Hotel izmir 140 49 years 2059 June 2011 June 2013
Alsancak
Ibis Hotel Ankara 147 Owned January 2013  September
Airport 2014
Novotel Istanbul 200 49 years 2058 July 2012 February
Bosphorus 2016
Merit Park Hotel 286 49 years 2052 February 2004 April 2007
Ibis Hotel Tuzla 200 Owned March 2015  April 2017
Total 2.763
Number State of Investment
Hotel of Rooms Owned Starting Date Hotel Opening Date
Ibis Hotel Yaroslavl 177 Owned April 2010 September 2011
s Ibis Hotel Samara 204 Owned July 2009 March 2012
§ Ibis Hotel Kaliningard 167 Owned August 2011 August 2013
&  Ibis Hotel Moskova 317 49 years September July 2015
2013
Total 865
Grand Total 3.628

-The Group has a Samara Office Project having a leasable area of 4.637 square meters in Russia in
addition to its. Hotel portfolio. The office as a whole has been leased.
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31.12.2018
Operational Hotel Number of
Operational Hotels Number of Rooms Apartments Commercial Area m?
20 3.628 822 11.637

Akfen in Brief

Akfen Holding exhibits a rapid growth through its correct and precise investment decisions at the
sectors that bear a growth potential, and adds vision to the sectors where the Holding conducts
its operation with the qualified and eligible as well as genuine projects, realized by it.

Akfen that was established in 1976 demonstrated a stable growth and gained a Holding status in
1999. Akfen being one of the leading substructure investment holdings of Turkey conducts its
operations in the fields of engagement of construction, health, marine port operation, marine
transportation, water distribution and wastewater services, mining, energy and real property.

The Group that reflects its innovative and dynamic approach to the fields of business exhibits a
rapid growth both in Turkey and international markets through its correct and precise investment
decisions at the sectors that bear a growth potential, and adds vision to the sectors where the
Holding conducts its operation with the qualified and eligible as well as genuine projects, realized
by it.

Leading brands in the world

The Group offers its services in the field of port management through the firm, Mersin Uluslararasi
Liman Isletmeciligi A.S. established jointly with the Company, Port of Singapore Authority
International (PSA).

It keeps on maintaining its activities in the field of energy within the scope of a partnership with
European Bank for Reconstruction and Development (EBRD) ve Uluslararasi Finans Kurumu (IFC)
and International Finance Corporation (IFC).

The Holding that started the marine transportation activities in 2011 makes its name as one of the
leading marine transportation establishments not only in Turkey but internationally as well
through the company, IDO Istanbul Deniz Otobiisleri Sanayi ve Ticaret A.S.

IBS Insurance and Reinsurance Brokerage Inc. (UIB Turkey), received its license and began
operating in 1997. It formed a partnership in 2002 with UIB (United Insurance Brokers), a leading
and very experienced Lloyd’s broker in London.

The Group also offers its services in the field of water and wastewater substructure
investmentsthrough the company, Akfen Cevre ve Su Yatirim Yapim isletme A.S. (hereinafter shall
briefly be referred to as “Akfen Su”), established jointly with an international investment firm,
established in Holland and titled as Kardan N.V. Furthermore, a copper mining investment project
continues in Kastamonu.




D) REIT Akfen REIT
W Q kfen Annual Report 2018

Pioneer establishments in their sector

The Group takes its rank at the real estate sector through high standard projects, realized in this
respect.

The Group engages in the construction sector through its company, TAV Insaat, an affiliate of TAV
Yatirim, following the assignment of Akfen Insaat to the firm, Akfen Altyap1 Holding A.S., in
October 2015. It comes closer from day to day to achieve its target of becoming a world-renowned
brand at the airport construction sector with prestigious projects, undertaken by it.

Akfen Holding realizes important investments in order to make contribution to meeting energy
demand of Turkey increasing from day to day. The Holding aims to take place actively in the
wholesale field in addition to the production with the investment decisions, made up-to-date at
the energy sector. The holding has gathered its entire investments at renewable energy sector in
2016 under a single roof, called as “Akfen Yenilenebilir Enerji (Renewable Energy)”. In July 2016,
a partnership contract was executed with EBRD and IFC in order to enable them to have a
partnership proportion of 16,67 per cent each at the company. Akfen holding owns 80,01 % of
Akfen Yenilenebilir Enerji as of December 31, 2017, and the rest of the shares are under the
possession of EBRD and IFC at equal proportions.

The Group has been conducting its activities through its member company, Akfen Su, established
in order to develop franchising projects at water and wastewater sector in Turkey since 2005 in
the field of water distribution. The mission of Akfen Su is to regain substantial economical losses
that occur at the available water and substructure sector of Turkey before all else, and ensure the
people ain continuous, reliable and healthy water and substructure service. The Company aims to
develop new technologies and ensure the sustainability of this circumstance and gain power at
international markets through these technologies. Akfen Su that carries its expertise and
experience available within the field of water and wastewater field into the disposal of solid
wastes and environmental management services successfully continues to maintain the services,
provided within the scope of a Waste and Environmental Management contract, signed up with
IDO for the first time in 2012, by the addition of three public private sector partnership hospital
projects and MIP into its portfolio in 2016.

IBS Insurance has four offices in Istanbul, Ankara, Mersin and Izmir. The third largest insurance
broker in Turkey.

Akfen keeps on its rise through successful strategic partnerships, set up with the pioneer
companies of the national and international sector since its establishment. Akfen Holding that has
been one of the example groups of Turkey through its management structuring, human resources
potential and transparent policy, maintained without any concession will continue to grow and
increase the values of Turkey.

Akfen keeps on rising through successful strategic partnerships, made with the pioneer
companies of the sector.

In August 2018, Akfen Altyapi Holding A.S. took over 99.36% of Akfen Holding's shares. Thus,
Akfen Holding became a subsidiary of Akfen Altyapi Holding A.S., the shares of which are equally
owned by Selim Akin and Pelin Akin Ozalp.
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AKkfen Infrastructure Holding in brief

Akfen Altyapr Holding A.S. (Akfen Infrastructure Holding) was established in 2008 to provide
infrastructure investment services. With its operations in construction, energy and real estate,
Akfen Infrastructure Holding is one of the leading companies in Turkey.

Following the transfer of Akfen Construction to Akfen Infrastructure Holding in 2015, the
company had the opportunity to build on its experience in construction and infrastructure with
large-scale real estate projects, public hospitals built under PPP projects, dormitories and hotels.

In addition to Akfen Construction, Akfen Infrastructure Holding boasts a number of other
companies under its roof, some of which are Akfen Tourism, Akfen Merter, Akfen Consultancy and
Project Development, Akfen Real Estate Portfolio Management, Masanda Tourism, Travelex and
Tepe Akfen Reformer.

Akfen REIT in brief

Akfen REIT was established in 2006 through a change in trade registry name and a restructuring
of Aksel Turizm Yatirimlari ve Isletmecilik A.S., which was founded on June 25, 1997, into a real
estate investment trust.

Leveraging the deep-rooted experience and know-how of Akfen Holding, Akfen REIT plays a
pioneering role in the sector by utilizing its experience in the development and construction of
middle-market hotel projects for delivering distinguished budget urban hotels. The company
focuses mainly on investing in real estate-based capital market instruments and creating and
developing a strong real estate portfolio.

Successful business model in collaboration with a leading European
company

Akfen REIT delivers urban hotel projects under Ibis Hotel and Novotel brands in Turkey and
Russia through a strategic cooperation with Accor SA, Europe’s largest international hotel
operator chain. Leasing its newly constructed hotels to its strategic partner Accor through long-
term contracts, the company generates steady and predictable lease income with its business
model.

A portfolio of 20 hotels in 10 years

Aiming to achieve world-class standards in its urban hotels, Akfen REIT has reached a portfolio of
20 hotels with three- and four-star venues in the 10 years since its inception. The company's
portfolio includes Ibis and Novotel in Zeytinburnu, the five-star Novotel in Karakdoy, Ibis in Ankara,
Ibis in Eskisehir, Novotel in Trabzon, Ibis and Novotel in Kayseri, Ibis and Novotel in Gaziantep,
Ibis in Bursa, Ibis in Adana, Ibis in Izmir, Ibis in Tuzla, Ibis in Yaroslavl, Russia, Ibis in Samara,
Russia, Ibis in Kaliningrad, Russia, Ibis in Moscow, Russia, and the five-star Merit Park Hotel in the
Turkish Republic of Northern Cyprus. The company also owns an office building in Samara with a
functional area of 4,637 m2.

As of December 2018, the average occupancy rate of Akfen REIT’s hotels operated by Accor was
65 percent. Achieving a significant year-over-year increase, the hotel operations in TRNC and
Russia accounted for 28 percent and 26 percent, respectively, of the Company’s lease income in
2018.
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Developing unique and modern examples of the urban hotel concept, Akfen REIT considers the
dynamics of the Turkish business world as well as the demand in the domestic tourism sector in
its investment decisions. As one of the leading REITs in Turkey in terms of net asset value, Akfen
REIT has consolidated its reputation with world-class real estate development projects. Akfen
REIT was offered to the public and listed on the BIST stock exchange on May 11,2011 and is traded
under the ticker “AKFGY.” As of December 31, 2016, Akfen REIT purchased 4,218,000 shares of
Akfen REIT worth 2.29% of the company’s total equity within the framework of the "Share
Buyback Program" as decided during the Ordinary General Assembly Meeting of Akfen REIT on
May 24, 2016.

Bulvar Loft

Akfen REIT holds 99% stake in the Bulvar Loft project, an Akfen Construction development that
was subsequently transferred to an Akfen REIT-Akfen Construction joint venture on November
10, 2017, which is under construction on a plot of land owned by iller Bank and will be operated
with a revenue sharing model.

Hosted millions of guests

To date, the hotels in Turkey and Russia have welcomed approximately 8 million guests in total.
As of December 2018, the average occupancy rate of all hotels in Russia and Turkey was 65%. In
2018, the Company’s lease income from Turkey went up by 66% year-over-year to TRY 45 million,
Russia by 44% y-o-y to TRY 25 million and its overall lease income, including the Merit Park Hotel
in the TRNC and the Samara Office, increased by 54% y-o-y and climbed to TRY 98.1 million. In
2018, Turkey, Russia and TRNC accounted for 46%, 26% and 28% of company’s total lease
revenues from these three countries.

Offering unique and modern urban hotels, Akfen REIT considers the dynamics of the Turkish
business world as well as the demand in the domestic tourism sector in its investment decisions.
As one of the leading REITs in Turkey in terms of net asset value, Akfen REIT has consolidated its
reputation with world-class real estate development projects.

While the consolidated EBITDA was TRY 71 million, the EBITDA margin was recorded at 72%. As
of December 31, 2018, Akfen REIT’s net asset value was TRY 816.5 million.

As previously mentioned, Akfen REIT was floated on the BIST on May 11,2011 and is traded under
the ticker “AKFGY.”

Akfen REIT is registered at the Istanbul Chamber of Commerce under the registration no. 372279
and conducts its operations at its head office, located at Levent Loft Biiyiikdere Cad. No: 201 C
Blok Kat: 8 34394, Levent/Istanbul. For detailed information about the Company, visit Akfen
REIT’s official website at



http://www.akfengyo.com.tr/
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Milestones of Akfen REIT

Akfen REIT keeps on making its progress through firm steps since the date of its establishment
through the investment decisions, made on the precise time and correct point.

2005

e A cooperation was established between Akfen Holding and Accor S.A.

2006

e Aksel Turizm Yatirimlari A.S. was converted into Akfen REIT upon approval of the Capital
Market Committee.

2007

e Hotel Novotel Istanbul having a capacity of 208 rooms and Hotel Ibis Istanbul, however,
228 rooms were put into operation.
e Hotel Ibis Eskisehir having a capacity of 108 rooms was put into operation.

o Hotel Merit Park having a capacity of 286 rooms was put into operation in Kyrenia of
TRNC.

2008

o Hotel Novotel Trabzon having a capacity of 200 rooms was put into operation.

2010

o Hotel Novotel Gaziantep having a capacity of 92 rooms and Hotel Ibis Gaziantep with 177
rooms were put into operation.

e Hotel Novotel Kayseri having a capacity of 96 rooms and Hotel Ibis Kayseri, however, 160
rooms were put into operation.

o Hotel Ibis Bursa with a room capacity of 200 was put into operation.

e The capital of the Company was raised from TRY 72 millions up to TRY 138 millions.

e The Company raised its paid-up capital from TRY 138.000.000 up to TRY 184.000.000
through the public offering, effectuated in May 2011.

o The Company raised its share at the joint ventures in Russia from 50 % up to 95 %.

e The Hotel Ibis in Yaroslavl bearing a room capacity of 177 was put into operation

e Hotel Ibis Samara having a capacity of 204 rooms was put into operation.

e Hotel Ibis Adana having a capacity of 165 rooms was put into operation

o The hotel taking place at the portfolio of the company, Akfen Gayrimenkul Ticareti ve
Ingaat A.S., which is an affiliate of Akfen REIT, was leased to the company, Voyager Cyprus
Limited Company (Voyager Kibris Limited Sirketi) together with its casino for a period of
20 years through the Lease Contract.
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2013

Hotel Ibis Esenyurt having a capacity of 156 rooms was put into operation.
Hotel Ibis Alsancak having a capacity of 140 rooms was put into operation.
Hotel Ibis Kaliningrad having a capacity of 167 rooms was put into operation

2014

Hotel Ibis Ankara Airport having a capacity of 147 rooms was put into operation

2015

Hotel Ibis Moscow having a capacity of 317 rooms was put into operation.

2016

Hotel Novotel Istanbul Bosphorus Karakoy having a capacity of 200 rooms was put into
operation.

2017

Hotel Ibis Tuzla having a capacity of 200 rooms was put into operation.

Akfen Ingaat Turizm ve Ticaret A.S. and Akfen Gayrimenkul Yatirim Ortakligi A.S. Ordinary
Partnership (hereinafter shall briefly be referred to as “Ordinary Partnership”) was
established on November 10, 2017.

A contract pertaining to the assignment of the Boulevard Soft Contract was signed up by
and between Akfen Insaat Turizm ve Ticaret A.S. and Akfen Gayrimenkul Yatirim Ortaklig
A.S. Ordinary Partnership as of November 10, 2017 as was agreed upon with iller Bankasi
within the framework of the approval of iller Bankasi.

2018

The commitment of construction to Ilbank is realized in December 2018 and sales of all of
the divisions of the Project is completed in 17th of January.

The Issuance of Bond Convertible into Share was realized on January 17, 2018 for the first
time in Turkey by a listed corporation referring to a value of TRY 170.000.000.
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Mision and Vission

Mission

To become the leading hotel investor in Turkey and in the region having the hotel projects that
are built and managed according to world-class standards

Vision
To achieve steady balance sheet growth through the development of projects that yield high

profitability in the real estate sector and to reward shareholders with an uninterrupted stream of
increased dividends and capital gains.

Strategy

Akfen REIT has the best position for a steady growth in the city hotel management field, and has
specialized in city hotel investments meeting the world-class standards.

e Strategic partnership with «Accor», Europe’s largest and among the world’s leading hotel
groups

e [nvestments in economical city hotels,

e Predictable and sustainable cash flow via long-term lease agreements,

e Increasing rental income based on the performance of the hotels,

o Know-how acquired through specialization in a single concept,

Akfen REIT

e Genuine business model

e Minimum operation risk

e Low-risk predictable cash flow

e Limitless and rapid growth opportunity




2 REIT Akfen REIT
2 akfe
Ly kfen Annual Report 2018

Portfolio Location Map

Akfen REIT targets international standards in the contemporary urban management through its
innovative approach and genuine business model.

. Operational Hotels ) Operational Office " Bulvar Loft
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Financial and Operational Idicators

Akfen REIT, focusing on quality projects with its solid financial structure, increasingly
consolidates its power and reliable position in the industry each year.

Consolidated rental revenue
(in million TRY)
2017 2018 Change

63,5 98,1 %54

Akfen REIT consolidated rental revenues have reached TRL 98.1 million, by an increase of 54% in

2017.

TRY 2016 2017 2018

Total Assets 1.498.018.392 1.757.758.114 2.436.937.014
Equities 560.795.264 607.819.213 743.995.844
Issued Capital 184.000.000 184.000.000 184.000.000
Revenue 54.180.018 63.539.265 98.124.335
Sale Costs (9.503.784) (9.588.722) (13.836.974)
Real Operating Profit/Loss* (202.125.460) 256.829.469 490.626.116
Investments 22.870.323 10.086.861 148.579.084

* The fixed assets value increase profits/losses are included in the main operating profit.
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REIT Industry

The real estate investment trust (REIT) sector in Turkey was put into practice in 1995 together
with legal arrangements, completed by the Capital Market Committee. The real estate
investment trusts started to be traded at the stock exchanged as of the year of 1997.

The real estate investment trust companies invest in the real properties bearing a high earning
potential, projects that are based on real estate, rights pursuant to the real estate and capital
market instruments within the scope of the Capital Market Law and aim to get a predictable and
regular rental income and real estate purchase-sales earning out of the immovable properties
that they may add in their portfolios through these investments.

When the big-scale real estate investment projects especially such as business centres or
shopping centres come on the agenda, most of the companies come face to face with an equity
problem. Those of companies that cannot provide sufficient finance may incline towards the
financing by way of loan that may bring forth a substantial interest burden in order to carry out
those types of projects.

The real estate investment trust companies provide the real estate projects where the companies
may face difficulty in finding finance, with financial support along with their main fields of
engagements. Thus, the finance problem, faced by the companies aiming to make investment, is
relieved to a greater extent by the intervention of the REIT (real estate investment trust) in the
matter.

Another circumstance at the real estate investments is the fact that the company comes face to
face with an equity cost even if it has sufficient finance. Under such circumstances, however, the
solution, proposed by REITs is the mode of use of the money due to be collected from the people
in return to the shares of real estate investment trust in the finance of the said project.

Hotel and Accommodation Sector

Tourism remains a continuously growing industry in Turkey, same with the rest of the world. The
Tourism Ministry data provides insights to Turkey’s progress in tourism over the last quarter
century. Tourist visitors to Turkey went from 4.4 million in the 90s, the time when the tourism
industry began, to over 10 million in the 2000s. In the 2010s, Turkey had already made a name
for itself in global markets, surpassing 30 million visitors annually. In 2015, Turkey was the fifth
most popular destination for international tourists across the globe.

According to TurkStat data, tourism expenses of Turkish citizens dropped 4.7 from the previous
year to reach USD 4.896 billion, with USD 3.936 in personal, and USD 959 million in package tour
expenses.

In 2018, tourism revenues increased 12.3% year-over-year to reach USD 29,512,926,000. Foreign
tourists accounted for 81.8% of this figure (which excludes mobile roaming and marina fees),
while Turkish nationals residing abroad accounted for 18.2%.

In 2018, visitors to Turkey increased 18 percent over the previous year to reach 46 million, out of
which 39 million was foreign nationals, while 7 million was Turkish nationals residing abroad.
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Material Developments in 2018

December 22, 2018, Land Allocation in Zeytinburnu

Regarding the treasury-owned that was allocated to the company on November 18, 2002 and is
now the site of the company’s Zeytinburnu Novotel and Ibis hotels, the allocation term was
extended to 49 years upon the approval of the company’s application to the Ministry of Culture
and Tourism. In addition, the company’s annual lease paid to the National Real Estate was reduced
upon the approval of the aforementioned application.

August 6, 2018, Transfer of Privileged Shares

Investors must be provided with certain rights with regard to the management of the business in
which they choose to invest.

In order for the investors to have power over the business in which they choose to invest, they
must be provided with certain rights that enable them to have a say in the management of the
business in question. Following the transfer of the company, as of December 31, 2018, Akfen REIT
General Assembly meeting has not convened, and the company’s existing Board of Directors
remain in office. As a result, Akfen REIT has been controlled by Akfen Holding as of December 31,
2018.

May 18, 2018, Subsidiary Capital Registration Procedures

Akfen Karakdy, has increased its capital to TRY 121.000.000 on May 18, 2018 and Akfen Karakoy
has increased its direct and indirect ownership ratio by 91,47% in Akfen Karakdoy.

May 15, 2018, General Assembly Registration Procedures

The 2017 Ordinary General Assembly Meeting of our Company held on May 3, 2018 was
registered on 15 May 2018 by Istanbul Trade Registry Office.

May 3, 2018, General Assembly

The 2017 Ordinary General Assembly Meeting of the company was held on May 3, 2018 at 14:00
in the company’s head office located at Levent Loft Binasi, Bliyiikdere Caddesi, No:201 C Blok Kat:
8 Levent Istanbul, and under the supervision of Ministry Representative Mahmut Giindogdu, who
was assigned to the meeting upon the Istanbul Governor’s Office, Provincial Directorate of Trade’s
letter no 34023601 of May 2, 2018.

The call for the meeting was made in accordance with Article 414 of the Turkish Commercial Code,
and in the method prescribed in the TCC and the company’s Articles of Association. The call, which
contained the agenda items for the meeting, was shared with the public on Turkish Trade Registry
Gazette issue 9552 of April 5, 2018, the company’s website, on Public Disclosure Platform, and the
Electronic General Assembly System of the Central Registry Agency.

Represented at the meeting were 1.000 Group A shares that account for TRY 1.000; 1.000 Group
C shares that account for TRY 1.000; 1.000 Group D shares that account for TRY 1.000; and
139.222.823 Group B shares that account for TRY 139.222.823 of the company’s total capital of
TRY 184.000.000 As such, the quorum for the meeting as prescribed in both the legislation and
the Articles of Association, was met.
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Board Member Pelin Akin Ozalp, Board Member Sila Ciliz Inang, and Giiney Bagimsiz Denetim ve
Serbest Muhasebeci Mali Miisavirlik A.S. (Ernst and Young) representative Tolga Ozdemir were
present at the Ordinary General Assembly Meeting, which was commenced simultaneously at the
meeting location and electronic media by Board Member Sila Cihiz inan¢, who was authorized by
the Chairman.

The audience was read the agenda items by Board Member Sila Cihiz Inang, and no suggestion was
received for changing the order of precedence of the agenda items.

All resolutions in the Ordinary General Meeting agenda were accepted with unanimous vote.

May 3, 2018, Announcement of No Dividend Distribution

Since the company recorded no distributable profit according to the Dividend Distribution Table
disclosed to the public via the company’s head office, corporate website, Turkish Trade Registry
Gazette, and the Electronic General Assembly portal of the Central Registry Agency, and according
to the financial statements for the fiscal period of January 1, 2017 - December 31, 2017, which
were prepared in accordance with the Turkish Accounting and Turkish Financial Reporting
Standards issued by the Public Oversight, Accounting and Audit Standards Agency as per the
Communiqué no. 1I-14.1 of the Capital Markets Board (“CMB”), the General Assembly has
discussed and approved that no dividends would be distributed.

May 3, 2018, Board Committees

The Board of Directors meeting of May 3, 2018 has taken the following resolutions with
unanimous vote as per Article 390(4) of the Turkish Commercial Code;

Pursuant to the Corporate Governance Communique I[I-17.1 of the Capital Markets Board
(“Communique”);

1. Independent Board Member Halil Eroglu, Independent Board Member Ahmet Ertlirk and
(Finance and) Investor Relations Manager Mehmet Aldirmaz have been appointed for a
term of 1 (one) year to the Corporate Governance Committee, which will be chaired by
Halil Eroglu,

2. Corporate Governance Committee shall also serve as the Nomination Committee and
Remuneration Committee,

3. Independent Board Member Halil Eroglu, Independent Board Member Adnan Erdogan
and Independent Board Member Ahmet Ertiirk have been appointed for a term of 1 (one)
year to the Audit Committee, which will be chaired by Ahmet Ertiirk,

4. Independent Board Member Halil Eroglu, Board Member Selim Akin and Board Member
Pelin Akin have been appointed for a term of 1 (one) year to the Early Risk Detection
Committee, which will be chaired by Halil Eroglu.
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May 3, 2018, Representation and Binding of the Company

The Board of Directors meeting of May 3, 2018 has taken the following resolutions with
unanimous vote as per Article 390(4) of the Turkish Commercial Code;

1.

Ibrahim Siiha Gii¢sav has been appointed as the Executive Director and Chairman, and
Mustafa Keten as Deputy Chairman of the company, regardless of their previous term in
the office,

Chairman and Executive Director ibrahim Siiha Gii¢sav, Board Members Pelin Akin Ozalp
and Selim Akin have been appointed as the company’s authorized signatories, and any two
of the three representatives have been granted limitless authority to collectively represent
and bind the company.

April

12, 2018, Call for Ordinary General Assembly Meeting

The agenda for the 2017 Ordinary General Assembly Meeting were as follows:

1.
2,

10.
11.

12.

Opening and Election of the Presiding Board of the Meeting,

General Assembly discussion on granting authorization to the Presiding Board to sign the
General Assembly Meeting Minutes,

Reading, discussion, and approval of the 2017 Annual Report prepared by the Board of
Directors,

Reading of the Summary Audit Report for the 2017 fiscal year,

Reading, discussion, and approval of the Financial Tables for the 2017 fiscal year,

Voting for releasing the members of the Board of Directors from their respective
obligations with respect to the company’s activities of 2017,

As per the Board of Directors resolution no 2018/5 dated March 28, 2018, as no
distributable profits were recorded in 2017, presentation of the attached dividend
distribution to the General Assembly, and the subsequent voting on the matter of
withholding profit distribution for the year,

Informing the shareholders about the current duties of Board of Director members,
including independents, within and outside the group,

Selection of Board Members,

Determination of monthly compensation of Board Members,

Presenting to the General Assembly’s vote the matter of assigning Adim Gayrimenkul ve
Degerleme A.S. as the appraiser for the company’s portfolio of hotels and Smart Kurumsal
Gayrimenkul Degerleme ve Danismanlik A.S. as the appraiser for the Bulvar Loft Project
as per the provisions of the Turkish Commercial Code and Capital Markets Board
regulations, and in line with the Board Resolution no. 2018/2 of January 31, 2018, and
receiving the services of Adim Gayrimenkul ve Degerleme A.S. and Smart Kurumsal
Gayrimenkul Degerleme ve Danismanlik A.S. for the appraisal of assets that may be added
to the company’s portfolio in 2018,

Presenting to the General Assembly’s vote the matter of assigning Giliney Bagimsiz
Denetim ve Serbest Muhasebeci Mali Miisavirlik A.S. (Ernst and Young) as independent
auditor for the year 2018 as per the provisions of the Turkish Commercial Code and
Capital Markets Board regulations, and in line with the Board Resolution no. 2018/6 of
March 28, 2018,
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13. Informing the shareholders of any donations made by the company in 2017, and
determining an upper limit for donations in 2018,

14. Informing the shareholders on any revenue and benefits generated from or out of pledges,
indemnities, mortgages and guarantees given in favor of any third parties in 2017 in line
with Capital Markets Board regulations,

15. Informing the shareholders on any related party transactions in 2017 that fall under the
scope of the Corporate Governance Communique in line with Capital Markets Board
regulations,

16. Granting permission to controlling shareholders, directors, and senior executives with
administrative responsibilities, as well as their spouses and relatives by blood or marriage
up to second degree pursuant to the provisions of Articles 395 and 396 of the Turkish
Commercial Code, and notifying the shareholders of any transactions that took place in
2017 that fall under this scope in line with the Capital Markets Board’s Corporate
Governance Communique
Comments and opinions, conclusion.

Feb 28, 2018, About Merger Process of the Main Capital

In accordance with the provisions of Articles 136 and the subsequent articles of the Turkish
Commercial Code No. 6102 (TTK) and Articles 19 and 20 of the Corporate Tax Law No. 5520
(KVK), Akfen Miihendislik A.S. and the merger and registration procedures of Akfen Holding A.S.,
which has the same shareholding structure as the whole company, was realized on 28.02.2018.

Jan 31, 2018, About Valution Company Selection

At the meeting of our Board of Directors dated 31.01.2018: In accordance with Article 35 of the
Communiqué Serial-111-48.1 on Real Estate Investment Trusts of the Capital Markets Board, Smart
Enterprise Real Estate Appraisal and Consultancy for Loft Project and also valuation companies
to be valued for the assets that will be valued in 2018 and which will require valuation. And Smart
Corporate Real Estate Appraisal and Consultancy Inc. and unanimously decided to determine.

Jan 31, 2018, About Insvestor Relations Manager Appointment

Hiiseyin Yilmaz, who serves as the investor relations manager of our Company, has been
separated from our Company as of 31.01.2018, at our Board of Directors meeting dated
31.01.2018:

Within the scope of Article 11 of the Corporate Governance Communiqué numbered [1-17.1 of the
Capital Markets Board;

Instead of canceling the duties and authorities of Hiiseyin Yilmaz, our company employee, Mehmet
Aldirmaz, will be appointed as "Investor Relations Manager", he will be directly connected to the
General Manager of our Company and Mehmet Aldirmaz will be appointed to complete the term
of Hiiseyin Yilmaz It was unanimously resolved by the attendants to be elected as a member of the
Management Committee.




W Q kfen Annual Report 2018

Jan 17, 2018, Convertible Bonds

The collection of preliminary requests for the issue of convertible bonds TRY 170.000.000 (by a
limit of TRY 300.000.000) with three years maturity was completed on January 16, 2018
regarding the public disclosure in January 8, 2018. The notification of Capital Markets Board dated
December 25, 2017, disclosed in January 8, 2018 about the approval of convertible bonds,
declared that; if the convertible bonds are decided to be reedemed by converting, the conversion
price would be in favor of Company and Company’s shareholders, without causing any loss for
them and one of the prices between TL 2,75 which is disclosed by issuance letter in January 5,
2018 and the price calculated according to the clause 18, item 4 of 4VII-128.8 No. Debt
Instruments Communiqué. Maturity of Convertable bonds starting from January 17, 2018 will be
started to be traded in Borsa Istanbul on January 18, 2019.

Jan 5, 2018, About Future -Prospective Reviews

The investor presentation, which includes the Bill bond Convertible Bills and Future Projections,
will be issued by the Company on January 5, 2018 under the Article 10 of the Capital Market Board
Communiqué No. II-15.1.

Post-2018 Developments

January 10, 2019, Bulvar Loft Project

The remaining units at the Bulvar Loft Project, which is owned by Iller Bank and managed as part
of the ordinary partnership, was sold wholesale by Iller Bank on January 10, 2019

January 30, 2019, Bulvar Loft Project Temporary Admission Approval

Temporary admission application regarding the Bulvar Loft Project has been approved by iller
Bank on January 29, 2019, and project revenues and profits will be included in the financial
reports for the following period.

January 30, 2019, Appraiser

At its meeting on January 30, 2019, the Board of Directors has resolved to assign Adim
Gayrimenkul ve Degerleme A.S. as the appraiser for the company’s portfolio of hotels in line with
Article 35 of the Capital Markets Board Communique Series 111-48.1 on Principles on Real Estate
Investment Trusts, and receive the services of Adim Gayrimenkul ve Degerleme A.S. and TSKB
Gayrimenkul Degerleme A.S. for the appraisal of assets that may be added to the company’s
portfolio in 2019.
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Evaluation of Activities in 2018

Rental revenues of Akfen REIT taking place at leading ranks in terms of balance sheet size among
the Real Estate Investment Trusts operating within the boundaries of Turkey have risen to TRY
98,1 millions as of December 31, 2018.

Financial Assessment of Management

Akfen REIT that is managed by a professional and expert cadre both in financial and operational
field continued to protect its financial performance in 2017 as well, and grow or expand successful
projects, realized by it. Completion of the Bulvar Loft project will also contribute to the
profitability of the Company.

The consolidated rental income has risen by a proportion of 54 % comparing to prior
yearand realized in amount of TRY 98,1 millions.

The consolidated EBITDA has risen by a proportion of 54 % comparing to prior yearand
realized in amount of TRY 70,7 millions.

The consolidated debt was realized as TRY 1.301 millions.

As of December 31, 2018, the net active value (assets) has risen with a proportion of 28 %
comparing to prior yearand realized in amount of TRY 816,5 millions.

Operational Performance

The consolidated rental incomes have risen by a proportion of 54 % comparing to 2017
and realized in amount of TRY 98,1 millions.

As of the date of December 31, 2018, average occupancy rate of all hotels operating in
Turkey realized in amount of 66 %, and average occupancy rate of the hotels operation in
Russia be 63 % and average occupancy rates of all of the hotels taking place in the portfolio
of the Company, however, has risen by a proportion of 4 % comparing to prior yearand
was realized as 65,4 % on entire basis.

As of the date of December 31, 2018, the average room price of the hotels operating in
Turkey was Euro 34, and the average room price of the hotels operating in Russia was
Euro 45 and average room price of all hotels, however, realized as of the same date was
Euro 36.

The consolidated hotel expenditures were realized as approximately TRY13,8 millions at
the end of 2018.

The consolidated general management expenses were realized as approximately TRY 7,8
millions at the end of 2018.

While the consolidated EBITDA was around TRY 45,9 millions at the end of 2017, it was
realized at a level of TRY 70,7 millions by an increase of 54 % at the end of 2018.

The interest costs, however, have risen by a proportion of 36 % in comparison with the
same period of 2017 and realized in amount of TRY 52,7 millions

The interest costs, however, were realized at a level of TRY 94,5 millions in 2018.

The net active (assets) value of the Company has risen at the end of 2018 by a proportion
of 28 % comparing to prior yearand realized in amount of TRY 816,5 millions.
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Increase in the value of EBITDA in 2018
EBITDA (in million TRY)
2017 2018 Change (%)
45,9 70,7 54
2018 (million TRY) Rental Revenue EBITDA Net Debt
Turkey 449 25 883,7
TRNC 27,5 27,1 82,7
Russia 25,7 18,5 334,5
Consolidated 98,1 70,7 1.300,9
Number of Employees 2017 2018 Change (%)
Turkey 11 10 9)
Russia 11 11 -
Konsolide 22 21 (5)
Rental Revenue 2017 2018 Change (%)
(million TRY)
Turkey 27,0 449 66
TRNC 18,6 27,5 48
Russia 17,9 25,7 44
Consolidated 63,5 98,1 54
Total R Per R TR 2017 2018 Ch %
otal Revenue Per Room ange
(TRY) (Jan-Dec) (Jan-Dec) ge (%)
Turkey - Total Ibis 115 89 29
Turkey - Total Novotel 270 176 54
Turkey - Total Ibis&Novotel 165 117 40
Russia - Total Ibis 217 149 45
Turkey &Russia - Total Ibis&Novotel 178 126 42
i 2017 2018
Average Room Rate (Excluding of Change (%)
VAT) (in TRY) (Jan-Dec) (Jan-Dec)
Turkey - Total Ibis 120 142 19
Turkey - Total Novotel 193 291 51
Turkey - Total Ibis&Novotel 144 192 33
Russia - Total Ibis 177 255 44
Turkey &Russia - Total Ibis&Novotel 153 207 35
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2017 2018

Occupany Rate (%) (Jan-Dec) (Jan-Dec) Change (%)
Turkey - Total Ibis 61 65 4
Turkey - Total Novotel 64 69 5
Turkey - Total Ibis&Novotel 62 66 4
Russia - Total Ibis 60 63 2
Turkey &Russia - Total Ibis&Novotel 62 65 E
Rental Revenue (in million TRL) 2017 2018

(Jan-Dec) (Jan-Dec) Change (%)
Turkey - Total Ibis 13,7 18,3 34
Turkey - Total Novotel 13,3 26,5 100
Turkey - Total Ibis&Novotel 27,0 44,9 66
Russia - Total Ibis 15,5 228 47
Turkey &Russia - Total Ibis&Novotel 42,6 b7 59
Grand Total* 63,5 98,1 54

* Rental incomes of TRNC Merit Park Hotel and Samara Office are included.

Invesment Property

The total value of the investment properties taking place in our portfolio was realized as TRY
2.046 millions in 2018.

Investment Properties (in million TRY) 2017 2018 Change (%)
Operational investment real estates 1.565 2.046 31
Total 1.565 2.046 31

On-going and operational investment real

estates (in million TRY) 2017 2018 Change (%)
Turkey 881 1.139 29
TRNC 303 404 33
Russia 381 503 32
Consolidated 1.565 2.046 31
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Receivables and Debts from/to the Related Parties

Commercial receivables from related December 31, 2017 December 31,2018
parties
Akfen Insaat Turizm ve Ticaret A.S. 2.050.647 -

The balance of commercial receivables from Akfen Insaat and related parties as of December 31,
2017 is the balance of receivable, remained with regard to the assignment of the plot, of which
right of utilization is held by the Group pertaining to the Hotel Project in Bafra of the TRNC.

Debts to the Related Parties December 31, 2017 December 31,2018
Akfen Insaat Turizm ve Ticaret A.S. - 45.031.689
As of 31 December 2018, the payables to related parties of Akfen Construction consist of the
payables related to progress payments and other project expenses in the scope of the Group's
Bulvar Loft Project.

Other Debts to the Related Parties December 31, 2017 December 31,2018
Akfen Holding A.S. 5.978.094 7.438.777
Akfen Insaat Turizm ve Ticaret A.S. - 490.683

Transaction with related parties

Sales and Marketing Expenses December 31,2017 December 31,2018
Akfen Insaat Turizm ve Ticaret A.S. 2.417.599 5.227.821
Incomplete housing payments December 31, 2017 December 31,2018
(Bulvar Loft)

Akfen Insaat Turizm ve Ticaret A.S. - 96.831.504
Rental expense December 31,2017 December 31,2018
Hamdi Akin 300.144 202.052
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Net Asset Value

As of the date of December 31, 2018, The net assets value of the Company was realized as around

TRY 817 millions.
Portfolio Table (in million TRY) 2017 2018
Operational Hotels
Novotel ve Ibis Hotel Zeytinburnu 176 221
Novotel Trabzon 125 149
Novotel ve Ibis Hotel Gaziantep 48 58
Ibis Hotel Esenyurt 45 60
Novotel ve Ibis Hotel Kayseri 48 51
Ibis Hotel Bursa 38 45
Ibis Hotel izmir 46 52
Ibis Hotel Adana 49 56
Ibis Hotel Ankara Airport 48 61
Ibis Hotel Eskisehir 11 13
Ibis Hotel Tuzla 67 88
Project with ongoing investments
Bulvar Loft - 147
Subsidiaries 416 607
Money & Capital Market Instruments 1 1
Total Portfolio Value 1.117 1.608
Other Assets & Receivables 100 137
Debts 581 929
Net Asset Value 637 817

Real Estate Valuation Report Result

Novotel ve Ibis Hotel Zeytinburnu

Costin the operation of the aforementioned valuation approach and income approach to valuation
was carried out using the method. Assessments made by foreign currency buying rate in TRY, TRY
is in foreign currencies based on sales dry return.

In building cost value cost approach, the technical characteristics, materials used in buildings in
the same property constructed buildings on the market, construction costs and the costs
calculated based on past experience in mind is taken into account. In buildings-depreciation,
valuation based on the experience of the building's physical condition was appreciated
considering the visible. Hotel as a property immovable, revenue-generating skilled subject
evaluated whether ownership of valuation uses the income approach. As for the data that is used
in the income approach the region similar to real estate market research. According to the rental
agreement ownership of income approach available revenues and potentially can get cash flow in
the market, considering that easily accommodates two separate.
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The hotel in question, are also available to hire for management and operation agreement with
Accor Group has been hired. In this respect, the contract with guaranteed rental income with a
lower risk premium for reduction of ownership by making value were calculated. Another way is,
according to the market research you can get according to the potential net cash flow of the hotel
reviews. In this context, ownership of appreciated according to the income approach to value;
According to the rental agreement which guaranteed rental income calculated according to the
net cash flows of the business's potential demotion was appreciated by taking the average of the
two values.

Topics in similar investigation in the market of real estates income-generating property is
evaluated. In this regard the report as a result, the value of the income approach calculated
marketvalue report was appreciated as the return value (221.000.000.-TRY/ 36.700.000.-€).

Novotel Trabzon

The formation of style of ownership, location, infrastructure and transportation facilities, the
street and the front to the street, area and location of the building construction order, system, age,
quality of workmanship and materials, installation status, air - light - the value of factors such as
the status of the landscape taken into consideration and all the features that might be in the
detailed market research. Cost in the operation of the aforementioned valuation approach and
income approach method has reduced cash flow using the method of valuation. Assessments made
by foreign currency buying rate in TRY, TRY is in foreign currencies from sales return rate.
Depending on the value that was appreciated in the following manner.

Hotel as a property immovable, revenue-generating skilled subject evaluated whether wnership
of valuation uses the income approach. As for the data that is used in the income approach the
region similar to real estate market research. According to the rental agreement ownership of
income approach available revenues and potentially can get cash flow in the market, considering
that easily accommodates two separate.

The hotel in question, are also available to hire for management and operation agreement with
Accor Group has been hired. In this respect, the contract with guaranteed rental income with a
lower risk premium for reduction of ownership by making value were calculated. Another way is,
according to the market research you can get according to the potential net cash flow of the hotel
evaluations have been conducted.

In this context, ownership of appreciated according to the income approach to value; According
to the rental agreement which guaranteed rental income calculated according to the net cash flows
of the business's potential demotion was appreciated by taking the average of two values.

Topics in similar investigation in the market of real estates income-generating property is
evaluated. In this regard the report as a result, the value of the income approach calculated market
value report was appreciated as the return value(148.950.000.-TRY / 24.705.000.-€).
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Novotel ve Ibis Hotel Gaziantep

In this appraisal study, the valuation method is used to determine the cost method and income
approach method. In the evaluations made, the foreign exchange rate of return to TRY and the
Exchange rate of TRY to foreign currencies are taken as basis.

The property valued in the market approach was compared with the sales of similar properties in
the market. In the examinations made in the market, similar properties have been reached with
the subject property and concrete data has been reached. In the cost approach, building cost value
is evaluated with cost approach by considering the technical characteristics of the buildings, the
materials used in the buildings, the construction costs of the buildings constructed with the same
characteristics in the market and the costs calculated based on our past experiences. The
depreciation rate of buildings was appreciated by taking into account the visible physical
condition of the building based on the experience of the appraiser.

The hotel subject property is evaluated as a property that brings income and the income approach
is used in the appraisal of the property. For the data used in the revenue approach, market
research for similar properties in the region was conducted. Revenue approach is made in two
different ways by taking into consideration the income obtained according to the present lease
and the cash flow that can be obtained in the market. The hotel was leased to the Accor Group
with the rental agreement to be operated. In this respect, the value of the real property has been
calculated by discounting the rental income guaranteed by the contract with a lower risk
premium. In another way, according to the market research, an assessment was made according
to the potential net cash flows that the hotel could obtain.

In this context, the appraised value of the real estate according to the income approach; The
average of the two values calculated based on the rental income guaranteed by the lease and
calculated by discounting the net cash flows of the entity has been appreciated. The value of real
estate is based on performance and the value calculated according to the income approach from
two different methods reflects the value of the real estate.

Accordingly, the market value calculated by the revenue approach is appreciated as the result of
the Report (57.770.000.-TRY / 9.580.000.-€)

Novotel ve Ibis Hotel Kayseri

The formation of style of ownership, location, infrastructure and transportation facilities, the
street and the front to the street, area and location of the building construction order, system, age,
quality of workmanship and materials, installation status, air - light - the value of factors such as
the status of the landscape taken into consideration and all the features that might be in the
detailed market research. Depending on the value that was appreciated in the following manner.

Market approach valuation of property made, compared with the market performed similar
property sales. Similar precedent in the market interested in the subject in the investigation
reached concrete data real estate edifice. If the building cost value cost approach in cost approach
to buildings with the technical characteristics, materials used in buildings in the same property
constructed buildings on the market, construction costs, and based on past experience with the
calculated costs have been assessed taking into consideration. In buildings-depreciation,
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valuation based on the experience of the building's physical condition was appreciated
considering the visible.

Hotel was considered a skilled real estate revenue is the issue of ownership of property valuation
uses the income approach. As for the data that is used in the income approach the region similar
to real estate market research. According to the rental agreement ownership of income approach
available revenues and potentially you can get in the market considering two separate cash flow.
The hotel in question, are also available to hire for management and operation agreement with
Accor Group has been hired. In this respect, the contract with guaranteed rental income with a
lower risk premium for reduction of ownership by making value were calculated. Another way is,
according to the market research you can get according to the potential net cash flow of the hotel
reviews.

In this context, ownership of appreciated according to the income approach to value; According
to the rental agreement which guaranteed rental income calculated according to the net cash flows
of the business's potential demotion was appreciated by taking the average of the two values. The
value of real estate performance in income-generating property, depending on whether you come
from two different methods are used depending on the value of the calculated value of ownership
approach better reflects the blood concluded. In this regard the report as a result, the value of the
income approach calculated market value was appreciated (50.862.500.- TRY / 8.435.000.-€ )

Ibis Hotel Adana

The formation of style of ownership, location, infrastructure and transportation facilities, the
street and the front to the street, area and location of the building construction order, system, age,
quality of workmanship and materials, installation status, air - light - the value of factors such as
the status of the landscape taken into consideration and all the features that might be in the
detailed market research. Cost in the operation of the aforementioned valuation approach and
income approach method has reduced cash flow using the method of valuation. Assessments made
by foreign currency buying rate in TRY, TRY is in foreign currencies from sales return rate.
Depending on the value of in the following manner was appreciated.

Market approach valuation of property made, compared with the market performed similar
property sales. Similar precedent in the market interested in the subject in the investigation
reached concrete data the immovable, edifice. If the building cost value cost approach in cost
approach to buildings with the technical characteristics, materials used in buildings in the same
property constructed buildings on the market, construction costs, and based on past experience
with the calculated costs have been assessed taking into consideration. In buildings-depreciation,
valuation based on the experience of the building's physical condition was appreciated
considering the visible.

The income approach is subject in no.lu independent part 1 of immovable property "" qualified
due to the similar market research in the area of real estate revenues and 2 no.lu independent
part can be detected annual rental income they are not transported, considering income-
generating property.

Question 1 was considered a no.lu independent part of ownership of the property is income
valuation uses the income approach. As for the data thatis used in the income approach the region
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similar to real estate market research. According to the rental agreement ownership of income
approach available revenues and potentially you can get in the market considering two separate
cash flow. The hotel in question, are also available to hire for management and operation
agreement with Accor Group has been hired. In this respect, the contract with guaranteed rental
income for the lower risk premium has been calculated with the reduction made to the property
value. Another way is, according to the market research you can get according to the potential net
cash flow of the hotel reviews.

In this context, ownership of appreciated according to the income approach to value; According
to the rental agreement which guaranteed rental income calculated according to the net cash flows
of the business's potential demotion was appreciated by taking the average of the two values. The
value of real estate performance in income-generating property, depending on whether you come
from two different methods are used depending on the value of the calculated value of ownership
approach better reflects the blood concluded. In this regard the report as a result, the value of the
income approach calculated market value was appreciated (56.295.000.-TRY / 9.335.000.-€).

Ibis Hotel Eskisehir

The location of the real estate, the shape of the surrounding area, infrastructure and
transportation facilities, street and street facade, area and location, building structure, system,
age, workmanship and material quality, installation status, weather - light - can be a factor in the
value of the landscape All properties were taken into consideration and detailed market research
was conducted. In this appraisal study, value determination was made by using discounted cash
flow method which is an income approach method. In the evaluations made, the foreign exchange
rate of return to TRY and the Exchange rate of TRY to foreign currencies are taken as basis. Hotel,
restaurant subject properties are evaluated as a property that brings income and income is used
in the appraisal of the property. For the data used in the revenue approach, market research for
similar properties in the region was conducted. Revenue approach is made in two different ways
by taking into consideration the income obtained according to the present lease and the cash flow
that can be obtained in the market. The hotel was leased to the Accor Group with the rental
agreement for the restaurant to be operated. In this respect, the value of the real property has
been calculated by discounting the rental income guaranteed by the contract with a lower risk
premium. In another way, according to the market research, an assessment was made according
to the potential net cash flows that the hotel could obtain.

In this context, the appraised value of the real estate according to the income approach; The
average of the two values calculated based on the rental income guaranteed by the lease and
calculated by discounting the net cash flows of the entity has been appreciated. The value of the
real estate is dependent on the performance of the income generating properties and it is
concluded that the value calculated according to the income approach for the hotel reflects the
value of the property better.

Accordingly, the market value calculated by the revenue approach is appreciated as the result of
the report. Accordingly, its value is appreciated as follows (13.250.000.-TRY / 2.197.500.-€)
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Ibis Hotel Bursa

The formation of style of ownership, location, infrastructure and transportation facilities, the
street and the front to the street, area and location of the building construction order, system, age,
quality of workmanship and materials, installation status, air - light - the value of factors such as
the status of the landscape taken into consideration and all the features that might be in the
detailed market research. Accordingly, the value was appreciated in the following manner. Cost in
the operation of the aforementioned valuation approach and income approach to valuation was
carried out using the method. Assessments made by foreign currency buying rate in TRY, TRY is
in foreign currencies based on sales dry return.

In building cost value cost approach, the technical characteristics, materials used in buildings in
the same property constructed buildings on the market, construction costs and the costs
calculated based on past experience in mind is taken into account. In buildings-depreciation,
valuation based on the experience of the building's physical condition was appreciated
considering the visible. Hotel as a property immovable, revenue-generating skilled subject
evaluated whether ownership of valuation uses the income approach. As for the data that is used
in the income approach the region similar to real estate market research. According to the rental
agreement ownership of income approach available revenues and potentially you can get in the
market considering two separate cash flow. The hotel in question, are also available to hire for
management and operation agreement with Accor Group has been hired. In this respect, the
contract with guaranteed rental income with a lower risk premium for reduction of ownership by
making value were calculated. Another way is, according to the market research you can get
according to the potential net cash flow of the hotel reviews.

In this context, ownership of appreciated according to the income approach to value; According
to the rental agreement which guaranteed rental income calculated according to the net cash flows
of the business's potential demotion was appreciated by taking the average of the two values. Real
estate topics in similar investigation in the market of real estates income-generating property is
evaluated. In this regard the report as a result, the value of the income approach calculated market
value report was appreciated as the return value (44.865.000.-TRY / 7.440.000.-€)

Ibis Hotel Esenyurt

In this appraisal study, value determination was made by using cost approach and income
approach method. In the evaluations made, the foreign exchange rate of return to TRY and the
exchange rate of TRY to foreign currencies are taken as basis.

In the cost approach, the building cost value is evaluated by considering the technical
characteristics of the buildings, the materials used in the buildings, the construction costs of the
buildings constructed in the market with the same characteristics and the costs calculated based
on our past experiences. The depreciation rate of buildings was appreciated by taking into account
the visible physical condition of the building based on the experience of the appraiser. The subject
property of the hotel is evaluated as a revenue generating property and an income approach is
used in the appraisal of the property. For the data used in the revenue approach, market research
for similar properties in the region was conducted. Revenue approach is made in two different
ways by taking into consideration the income obtained according to the present lease and the cash
flow that can be obtained in the market.
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The hotel was leased to the Accor Group with the rental agreement to be operated. In this respect,
the value of the real property has been calculated by discounting the rental income guaranteed by
the contract with a lower risk premium. In another way, according to the market research, an
assessment was made according to the potential net cash flows that the hotel could obtain. In this
context, the appraised value of the real estate according to the income approach; The average of
the two values calculated based on the rental income guaranteed by the lease and calculated by
discounting the net cash flows of the entity has been appreciated.

In the market surveys, it was observed that real estates of similar nature are considered as a
revenuegenerating property. As a result, the market value calculated with the income approach is
considered as the report value(59.625.000.-TRY / 9.890.000.-€).

Ibis Hotel Tuzla Projesi

The location of the real estate, the shape of the surrounding area, infrastructure and
transportation facilities, street and street facade, area and location, building structure, system,
age, workmanship and material quality, installation status, weather - light - can be a factor in the
value of the landscape All properties were taken into consideration and detailed market research
was conducted. Accordingly, its value is appreciated as follows. In this appraisal study, value
determination was made by using cost approach and income approach. In the evaluations made,
the foreign exchange rate of return to TRY and the exchange rate of TRY to foreign currencies are
taken as basis.

In the cost approach, the building cost value is evaluated by considering the technical
characteristics of the buildings, the materials used in the buildings, the construction costs of the
buildings constructed in the market with the same characteristics and the costs calculated based
on our past experiences. The depreciation rate of buildings was appreciated by taking into account
the visible physical condition of the building based on the experience of the appraiser.

The subject property of the hotel is evaluated as a revenue generating property and an income
approach is used in the appraisal of the property. For the data used in the revenue approach,
market research for similar properties in the region was conducted. Revenue approach is made in
two different ways by taking into consideration the income obtained according to the present
lease and the cash flow that can be obtained in the market.

The hotel was leased to the Accor Group with the rental agreement to be operated. In this respect,
the value of the real property has been calculated by discounting the rental income guaranteed by
the contract with a lower risk premium. In another way, according to the market research, an
assessment was made according to the potential net cash flows that the hotel could obtain.

In this context, the appraised value of the real estate according to the income approach; The
average of the two values calculated based on the rental income guaranteed by the lease and
calculated by discounting the net cash flows of the entity has been appreciated.

In the market surveys, it was observed that real estates of similar nature are considered as a
revenuegeneratingproperty. As a result, the market value calculated with the income approach is
considered as the report value (87.940.000.-TRY/ 14.580.000.-€)
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Ibis Hotel Ankara Airport

Costin the operation of the aforementioned valuation approach and income approach method has
reduced cash flow using the method of valuation. Assessments made by foreign currency buying
rate in TRY, TRY is in foreign currencies from sales return rate.

The property valued in the market approach was compared with the sales of similar properties in
the market. In the examinations made in the market, similar properties have been reached with
the subject property and concrete data has been reached. In the cost approach, building cost value
is evaluated with cost approach by considering the technical characteristics of the buildings, the
materials used in the buildings, the construction costs of the buildings constructed with the same
characteristics in the market and the costs calculated based on our past experiences. The
depreciation rate of buildings was appreciated by taking into account the visible physical
condition of the building based on the experience of the appraiser.

The hotel subject property is evaluated as a property that brings income and the income approach
is used in the appraisal of the property. For the data used in the revenue approach, market
research for similar properties in the region was conducted. Revenue approach is made in two
different ways by taking into consideration the income obtained according to the present lease
and the cash flow that can be obtained in the market. The hotel was leased to the Accor Group
with the rental agreement to be operated. In this respect, the value of the real property has been
calculated by discounting the rental income guaranteed by the contract with a lower risk
premium. In another way, according to the market research, an assessment was made according
to the potential net cash flows that the hotel could obtain.

In this context, the appraised value of the real estate according to the income approach; The
average of the two values calculated based on the rental income guaranteed by the lease and
calculated by discounting the net cash flows of the entity has been appreciated. The value of real
estate is based on performance and the value calculated according to the income approach from
two different methods reflects the value of the real estate.

Accordingly, the market value calculated by the revenue approach is appreciated as the result of
the report(60.800.000.-TRY / 10.085.000.-€)

Ibis Hotel izmir Alsancak

The formation of style of ownership, location, infrastructure and transportation facilities, the
street and the front to the street, area and location of the building construction order, system, age,
quality of workmanship and materials, installation status, air - light - the value of factors such as
the status of the landscape taken into consideration and all the features that might be in the
detailed market research. Accordingly, the value was appreciated in the following manner. -Hotels
as a property immovable, revenue-generating skilled subject evaluated whether ownership of
valuation uses the income approach. As for the data that is used in the income approach the region
similar to real estate market research. According to the rental agreement ownership of income
approach available revenues and potentially you can get in the market considering two separate
cash flow. The hotel in question, are also available to hire for management and operation
agreement with Accor Group has been hired. In this respect, the contract with guaranteed rental
income with a lower risk premium for reduction of ownership by making value were calculated.
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Another way is, according to the market research you can get according to the potential net cash
flow of the hotel reviews. In this context, ownership of appreciated according to the income
approach to value; According to the rental agreement which guaranteed rental income calculated
according to the net cash flows of the business's potential demotion was appreciated by taking the
average of the two values. Real estatela topics in similar investigation in the market of real estates
income-generating property is evaluated. In this regard the report as a result, the value of the
income approach calculated market value report was appreciated as the return value
(52.330.000.-TRY / 8.680.000.-€).

Subsidiary Valuation Report

Akfen Karakoy Gayrimenkul Yatirimlan ve Insaat A.S. [Akfen Karakoy]

The main assets of the company are real estates and real estate projects and the “Equity Value”
approach is used in the determination of the value of the Company.

The vaule calculated by using the Equity Value expensses the “fair market value” of the Company.
However, the main factor in sale-purchase transactions regarding an asset is the “price” agreed as
a result of the negotiations that have taken place between a motivated buyer and a seller.
However, attention should be drawn to the fact taht the “price” whic constitutes the ground for
such sale-purchase transaction might be realized at a level different than the “fair market value”.

“The Investment Properties and Investment Properties in Progress” item, started in the reated
real estate appriasal report of Adim Gayrimenkul Degerleme A.S. and the balance sheet dated
December 31, 2018 of Akfen Karakdy has been used for Equity Value calculations.

The Euity Value of the Company, based on the balance sheet dated December 31, 2018, has been
valued as 166.003.000.-TRY / 27.539.000.-€ .

(000 TRY) December 31,2018

Cash and cash equivalents 47
Trade Receivable (net) 4.485
Other Current Assets 3.810
Total Current Assets 8.342
Investment Properties (net) 305.592
Other Non-Current Assets 15.668
Total Non-Current Assets 320.260
TOTAL ASSETS 328.602
Current Portion of Long Term Financials Liabilities 10.693
Trade Payables 27.445
Other Current Liabilities 4.248
Total Current Liabilities 42.386
Other Financial Liabilities 74.197
Other Non-Current Liabilities 46.016
Total Non-Current Liabilities 120.213
Equity Value 166.003
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Akfen Gayrimenkul Ticareti ve Insaat A.S. [Akfen GT]

The main activity scope of the Company is real estates owned by it and real estate projects
undertaken by the Company ans this report has been by using the “Equity Value” method.

The vaule calculated by using the Equity Value expensses the “fair market value” of the Company.
However, the main factor in sale-purchase transactions regarding an asset is the “price” agreed as
a result of the negotiations that have taken place between a motivated buyer and a seller.
However, attention should be drawn to the fact taht the “price” whic constitutes the ground for
such sale-purchase transaction might be realized at a level different than the “fair market value”.

The data and business plan assessed during this study have been obtained from Akfen GT and
Akfen REIT. Although utmost care and attention was Show to eliminate any mistakes and
omissions in this study, all major items affecting the appraisal results shall be considered with the
possibility of that such information may be incorrect and missing since the data has been obtained
from external sources and the same has been assumed in this study.

The Eqity Value of the Company based on the balance sheet dated December 31, 2018 has been
valued as 574.051.000.-TRY / 95.231.000.-€ olarak belirlenmistir.

(000 TRY) December 31,2018

Cash and cash equivalents 6.566
Trade Receivable (net) 10.514
Inventory 285
Other Current Assets 4527
Total Current Assets 21.892
Investment Property 1.213.961
Other Plant, Property and Equipments (net) 15
Goodwill 39.508
Other Non-Current Intangible Assets (net) 39
Long Term Financial Assets 80.787
Other Non-Current Assets 57.474
Total Non-Current Assets 1.391.786
TOTAL ASSETS 1.413.678
Current Portion of Long Term Financials Liabilities 52.169
Trade Payables 76.221
Due to Related Party 6.170
Provisions for Severence Payments 144
Other Current Liabilities 18.226
Total Current Liabilities 152.930
Financial Liabilities 537.125
Other Long Term Liabilities 149.572
Total Long Term Liabilities 686.697
Total Liabilities 839.627
Equity Value 574.051
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Joint Venture of Akfen insaat Turizm ve Ticaret A.S. & Akfen REIT

TOTAL MARKET VALUE (acc to up to date construction level, December2018)

Residential Area Total Market Value (excl. Total Market Value
VAT) (TRY) (incl. VAT) (TRY)

518 Residents (In the portfolio) 318.439.000- 322.378.480.-

15 Residents (Sales withdrawal) 9.393.000- 9.572.960.-

Total 533 residents 327.832.000 331.951.440.-

TOTAL MARKET VALUE (acc to finalization of the Project)

Residential Area Total Market Value (excl. Total Market Value
VAT) (TRY) (incl. VAT) (TRY)

518 Residents (In the portfolio) 326.543.000- 330.583.120.-

15 Residents (Sales withdrawal) 9.622.000.- 9.806.700.-

Total 533 residents 336.165.000.- 340.389.820.-

TOTAL MARKET VALUE IN CASE OF A WHOLESALE (acc to up to date construction level,

December2018)

Residential Area Total Market Value (excl. Total Market Value
VAT) (TRY) (incl. VAT) (TRY)

518 Residents (In the portfolio) 222.907.300.- 225.664.936.-

15 Residents (Sales withdrawal) 6.575.100.- 6.701.072.-

Total 533 residents 229.482.400.- 232.366.008.-

TOTAL MARKET VALUE IN CASE OF A WHOLESALE (acc to finalization of the Project)

Residential Area Total Market Value (excl. Total Market Value
VAT) (TRY) (incl. VAT) (TRY)

518 Residents (In the portfolio) 228.580.100.- 231.408.184.-

15 Residents (Sales withdrawal) 6.735.400.- 6.864.690.-

Total 533 residents 235.315.500.- 238.272.874.-

VAT ratio is 8% for commercial area and the residents more than 150m2 1% for the residents less
than 150m?
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Akfen REIT Portfolio Table

TRY Fair Value Discount Rates
December 31,2018 December 31,2018

Operational Hotels

Novotel ve Ibis Hotel istanbul 221.000.000 969,00 ve %11,00
Novotel Trabzon 148.950.000 99,00 ve %11,00
Novotel ve Ibis Hotel Gaziantep 57.700.000 969,00 ve %11,00
Ibis Hotel Esenyurt 59.625.000 99,00 ve %11,00
Novotel ve Ibis Hotel Kayseri 50.862.500 969,00 ve %11,00
Ibis Hotel Bursa 44.865.000 99,00 ve %11,00
Ibis Hotel Alsancak 52.330.000 969,00 ve %11,00
Ibis Hotel Adana 56.295.000 99,00 ve %11,00
Ibis Hotel Ankara Airport 60.800.000 969,00 ve %11,00
Ibis Hotel Eskisehir 13.250.000 99,00 ve %11,00
Ibis Hotel Tuzla Projesi 87.940.000 969,00 ve %11,00
Ibis Hotel Yaroslavl 67.743.638 99,30 ve %10,30
Ibis Hotel Samara 78.239.201 909,30 ve %10,30
Ibis Hotel Kaliningrad 94.159.344 99,30 ve %10,30
Ibis Hotel Moscow 226.259.588 909,30 ve %10,30
Samara Office 36.843.882 9,35%
Subsidiaries

Akfen Gayrimenkul Ticaret ve insaat A.S. 574.051.000

Akfen Karakdy Gayrimenkul Yat. Tic. A.S. 166.003.000
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Compliance Control On Portfolio Limitations

The Company’s control of compliance of the portfolio limits according to the CMB Communiqué Serial:
111, No. 48.1 "Communiqué on Principles Regarding Real Estate Investment Trusts" is as follows:

= O m o

L]

Al

A2

A3
B1

B2
C1

Unconsolidated (separate)
financial statement main
account items

Cash and capital market
instruments

Investment properties,
investment property-based
projects, investment property-
based rights

Participations

Due from related parties
(non-trade)

Other assets
Total assets

Financial liabilities
Other financial liabilities
Finance lease liabilities

Due to related parties (non-
trade)

Shareholders' equity (net asset
value)
Other liabilities

Total liabilities and equity

Unconsolidated (separate)
other financial information

Cash and capital

market

Related Regulation

11I-48.1. S/N 24 / (b)

11I-48.1.S/N 24 / (a)

11I-48.1. S/N 24 / (b)

111-48.1.S/N 23 / (f)

111-48.1.S/N 3 / (p)

111-48.1.S/N 31
I11-48.1.S/N 31
111-48.1.S/N 31
111-48.1.S/N 23 / (f)

111-48.1. S/N 31

I1I-48.1. Md. 3 / (p)

Related Regulation

instruments held for payments of
investment properties for 3 years

Time / demand TRY / foreign

currency

Foreign capital market instruments
property,
property-based
property-

Foreign investment
investment
projects, investment

based rights

11I-48.1. S/N 24 / (b)

11-48.1. S/N 24 / (b)

11-48.1. S/N 24 / (d)
11-48.1. S/N 24 / (d)

Idle lands

Foreign subsidiaries

111-48.1. S/N 24 / (c)
111-48.1. S/N 24 / (d)

December 31,

2017
1.120.603

717.378.231

415.563.380

77.464.113
941.042.259

548.298.049
26.820.461

365.923.749

941.042.259

December
31,2017

1.104.842

December 31,
2018

678.494

1.029.638.355

607.085.597

107.873.943
1.283.270.104

799.673.599
127.303.421

354.533.880

1.283.270.104

December
31,2018

647.630
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C2 Participation to the operator I1I-48.1.S/N 28/1(a) i i
company
] Non-cash loans 111-48.1. S/N 31 219.585.899  292.529.041
K  Pledges on land not owned by the 111-48.1.S/N 22 / (e) i i
Investment Trust which will be
used for project developments
L  Cashand capital marketinstrument [11-48.1.S/N 22 / (I) i i
Investments held on One Unique
Company
Portfolio
Constraints
Portfolio Constraints Related Related Current Previous Minimum/Ma
Regulation Regulation Period Year ximum Ratio
1 Pledges on Land not Owned by the 111-48.1. S/N
Investment Trust which will be 22/ (e) %0,00 %0,00 <%10
Used for Project Developments
2 Investment Property, Investment  111-48.1. S/N
Property Based Projects, 24 / (a). (b) %380,24 %76,23 >%51
Investment Property Based Rights
3 Cash and Capital Market [11-48.1. S/N %11,36 %15,54 <%50
Instruments and Participations 24 / (b)
4 Foreign Investment Property, [11-48.1. S/N
Investment Property based 24/ (d)
Projects, Investment Property %11,31 %15,42 <%50
Based Rights, Participations,
Capital Market Instruments
24 /()
6 Participation to the Operator [11-48.1. S/N %0,00 %0,00 <9%10
Company 28
7 . L.
Borrowing Limit 21—48.1. S/IN 34447 921718 <9%500
8 Time / Demand TRY / Foreign [11-48.1. S/N %0,05 %0,12 <%10
Currency 22/ (e)
9 Cash and capital market [11-48.1. S/N
instrument Investments held on 22/ %0,00 %0,00 <%10

One Unique Company

Presented information in the footnote of “Compliance Control on Portfolio Limitations” as at
December 31, 2018, in accordance with Capital Markets Board’s Communiqué Serial: I, No: 14.1
“Financial Reporting in Capital Markets” Amendment No: 16 comprised condensed information
and prepared in accordance with Capital Markets Board’s Communiqué Serial: III, No: 48.1“Real
Estate Investment Company” published in the Official Gazette dated May 28, 2013 numbered
28660. In addition since the information given “Restrictions on the Investment Portfolio of Real
Estate Investment” comprise unconsolidated data; such information may not match with the
information disclosed in the consolidated financial statements.
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Corporate Governance

Human Resources

Akfen REIT reflects the dynamism at the management understanding into the human resources
applications and put relevant strategies conforming to the corporate structure and targets of the
Company into practise. It is among preliminary targets in the human resources policy of Akfen
REIT to offer every employee an employment environment to enable him/her to develop his/her
personal/professional skills at a position suitable to the qualifications, owned by the same.

Akfen REIT has formed up its human resources policy within the framework of following
principles:

e The principle to provide the persons at equal qualifications at recruitment, training and
progress, pricing (fee Payment) and career planning with equal opportunities is adopted.

e The criteria for recruitment are determined in writing and these criteria in applications
are conformed thereto.

e The employees are treated equally on progress and promotion matters, and various
progress policies and plans are created towards the increase/rise of knowledge, skills and
experiences of the employees.

e The job definitions, performance assessment and award criteria of the employees of the
Company are determined by the managers and shared with the employees.

e The relationships with the employees are conducted by the Corporate Communication,
Human Resources and Administrative Affairs Department, and no discrimination is made
among the employees.

Dispersion of Employees in Terms of Their Education Status

Company Number of Master University Under Higyschool
Employees Degrees Graduate graduate Graduate

Akfen REIT 9 2 4 - 3

RHI, RPI, HDI

And Ordinary 12 1 9 - 2

Partnership

Akfen REIT aims to create a work environment that is dynamic, transparent and supports
development for the high motivation of the employees through these principles. The company that
believes in the importance lifelong learning offers opportunities to the employees in order to
allow them to maintain their personal and professional trainings. The employees carry out their
current duties successfully on the one hand through the training programs, organized within or
out of the establishment, and can also develop them on the other.

Akfen REIT attributing priority to the satisfaction of personnel requirements to the human
resources conducts an intra-company career planning process where an equal opportunity and
impartiality is valid and applicable and assessment results are taken as basis. The openness of the
employees to innovations and transformations in intra-company career arrangements,
motivations on their development from personal and professional point of view and their success-
orientation become effective.
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Akfen REIT reaches an employee profile that may identify the corporate targets with individual
targets, fulfils their responsibilities with high motivation, has team spirit and believes in ethical
values and social responsibility at the end of human resources strategies, applied by it
successfully. As of the end of 2018, the number of employees at Akfen REIT is 9, at affiliates,
however, 12 and all in al a total number of 21.

While Akfen REIT supports the mission and vision of the Company, it will maintain its human
resources policies that conform to contemporary values in 2019 as well.

Risk Management

The works for Early Determination of Risk was finalized within 2012 through the support of the
Company, DRT Bagimsiz Denetim ve Serbest Muhasebeci Mali Miisavirlik A.S. (Deloitte) and the
Risk Management Handbook was submitted to the attention of the Board of Directors of the
Company. It has been resolved upon the fact that the principles taking place at the Risk
Management Handbook would be taken as basis in the internal audits of the Audit Committee. The
related risk management handbook takes place in the attachment of the annual operation report
and internet site of the Company

It has been decided by the unanimous votes of attendants in the meeting through the resolution
no. 2013/9 of the Board of Directors of the Company, dated as April 25, 2013 to set up a separate
committee pursuant to the Communique no. 63 and Series IV making amendment in the
Communique no. 56 and Series IV of the Capital Market Committee to conduct the duties of the
Committee for Early Determination of Risk that are currently conducted by the Corporate
Management Committee.

Committee, from the date of its founding until the report date, presents a report with once in two
months period to Board of Directors regarding early detection of risks that endanger the Group’s
existence, development and continuity, implementation of necessary measures to prevent these
risks and management. As of December 31, 2018, the financial structure, financial position and
performance of the Company were evaluated; no sign was detected related to loss of capital or the
insolvency of the Company.

Audit Committee;

Akfen REIT’s consolidated financial statement along with the footnotes, comprehensive income
statement, cash flow statement and statement of change in equity, which were prepared in
accordance with the related Capital Markets Board Communiqué, along with the Board of
Directors’ annual report for the period in question:

e For the not independently audited 01.01.2018 - 31.03.2018 reporting period, were
approved by the Audit Committee and the Board of Directors on May 07, 2018

o For the independently audited 01.01.2018 - 30.06.2018 reporting period, were approved
by the Audit Committee and the Board of Directors on August 03, 2018

e For the not independently audited 01.01.2018 - 30.09.2018 reporting period, were
approved by the Audit Committee and the Board of Directors on October 24, 2018

e For the independently audited 01.01.2018 - 31.12.2018 reporting period, were approved
by the Audit Committee and the Board of Directors on February 19, 2019.
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Audit Report on Early Risk Detection System and Committee

To the Board of Directors of Akfen Gayrimenkul Yatirim Ortakligi A.S.

We have audited the early risk detection system and committee, established by Akfen
Gayrimenkul Yatirim Ortakligi Anonim Sirketi ("Company”). Responsibility of the Board
of Directors

Resposibility of the Board of Directors

The Board of Directors pursuant to the first subparagraph of Article 378 of the Turkish
Commercial Code (“TTK") no. 6102, is responsible for setting up a specialized committee
for early diagnosis of causes putting the existence, development and continuation of the
Company at jeopardy, application of necessary measures and remedies for this and
management of thi risk, and operate and develop the system Responsibility of the
Independent Audit Firm.

Independent Audit Committie Responsibility

Our responsibility is to reach a conclusion with regard to the early risk detection system
and committee pursuant to the audit, made by us. In this respect, the audit, carried out by
us, has been conducted in accordance with the “Principles Regarding Early Risk Detection
System and Committee”, published by the Public Oversight, Accounting and Auditing
Standards Authority and Turkish Commercial Code. These Principles require the
determination of the fact that whether the company has established an early risk detection
system and committee, and if established, to evaluate whether the said system and
committee are functional within the framework of Article 378 of the Turkish Commercial
Code. The conformability of remedies, shown by the early risk detection committee
against the risks and any applications, made by the management against the risks, do not
take place within the scope of our audit.

Information on the Early Risk Detection System and Committee

The Company has set up the early risk detection system and committee, and committee
consists of two members, one of them independent member of the board of directors, and
the head of the committee will be the independent member. The committee has served
duty for early diagnosis of risks putting the existence and development of the Company
at jeopardy from its date of establishment until the report date and for this, taking
necessary measures and application of remedies and management of risk, and convened
six times in 2017 and submitted the reports, prepared by it to the Board of Directors.

Conclusion

At the end of the audit, conducted by us, it has been concluded that the early risk detection
system and committee of the Company, Akfen Gayrimenkul Yatirim Ortaklii Anonim
Sirketi, is sufficient through all important aspects of it within the framework of Article 378
of the Turkish Commercial Code.
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Dividend Distribution Policy

The Company, in its dividend distribution decisions, takes into consideration Articles of
Association of the Company and provisions of the Turkish Commercial Code, Capital Markets
Legislation, Capital Markets Board’s Regulations and Resolutions, Tax Laws, and other relevant
legislation.

By decision of the Board of Directors dated 25.02.2011, Akfen Real Estate Investment Trust has
adopted a dividend distribution policy based on the principle of “proposing to the General
Assembly minimum 30% of the distributable profit, by taking into account overall profitability of
the Company, starting from accounting period of 2012.”

Dividend Distribution Policy is presented to shareholders for their information during General
Assembly meeting.

The Company’s Dividend Distribution Policy is publicly disclosed on website of the Company.

Government Grants and Incentives

According to the Investment Incentive Law numbered 47/2000, the Group has a 100% of
investment allowance on capital expenditures made until 31 December 2008 in Northern Cyprus.

Loyalty Report

Conclusion

Our Company is a member of the group of companies of Akfen holding A.S. and we have
commercial relationships with the companies, affiliated to the said group of companies. However,
when the procedures, made in favour of a controlling company, an affiliate of the controlling
company or this or a firm, affiliated to it by the direction of the controlling company, are taken
into consideration, there is not any loss in the operating year of 2018, and it is not on the agenda
to equalize any interests or loss, incurred by the controlling company.

As arequirement of Article 199 of the Turkish Commercial Code no. 6102, the Board of Directors
of our Company has made the following statement at the loyalty report, issued about the
relationships of it with the controlling company and any affiliate of the controlling company.

All measures, avoided to be taken or taken in favour of the controlling company or a firm, affiliated
to the controlling company in 2018 at the legal procedures, made in favour of the controlling
company or a firm, affiliated to the controlling company, through the guidance of the controlling
company according to the circumstances and conditions, known by us in all procedures, made in
the operating year of January 01, 2018-December 31, 2018 with our Company, controlling
company and firms, affiliated to it, have been assessed in this respect.

We hereby declare that our Company has not incurred such loss as a result of any procedure,
created according to the circumstances and conditions, known with relation to the operating year
of 2018 and no interest has been procured and at the same time, it is not on the agenda to equalize
the interests or loss, incurred by the controlling company.
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Report on Compliance to Corporate Governance Principles

Section: I- Statement of Compliance with Corporate Governance
Principles

Akfen Gayrimenkul Yatirim Ortakligi A.S. (“Company” or “Akfen REIT”) conforms to all principles
of Obligatory Corporate Governance Principles taking place in the attachment of the “Corporate
Governance Communiqué” having the Series: II-17.1 in the period of 2018.

The Company continues to conduct necessary works to conform to the principles that are not
obligatory to apply and the approach of our Company with relation to the principles, not complied
yet, and final situation are indicated herein below.

Our Company takes necessary steps perpetually in order to reach the highest standards in the
field of corporate governance and maintains the works continuously to put some provisions,
arranged in an advisory manner into practice. Akfen REIT sees the principles of ethical rules,
transparency, fairness, responsibility and accountability as a part of the Company culture.

The Articles of Association of Akfen REIT has been brought into a status conforming to the
arrangements that have to take place at the articles of association pursuant to the Corporate
Governance Principles through amendments, made from time to time. The Department for
Investor Affairs directly reports to the General Director and prepares report at least once annually
with relation to the activities, conducted by it, and submit to the Board of Directors. The Manager
for the Investor Affairs Department is appointed as the Corporate Management Committee
member. Furthermore, one personnel has been appointed in order to serve duty at Department
for Investor Affairs, and all these matters were disclosed at the Public Disclosure Platform.

A Committee Responsible for Audit and Corporate Governance Committee were formed up
pursuant to the Decision of the Board of Directors, dated as February 16, 2011 in accordance with
the corporate governance principles.

Pursuant to the Decision of the Board of Directors of our Company, dated as March 14, 2013, it
has been decided for the duties of the Early Risk Detection Committee that are conducted by the
Corporate Governance Committee to be conducted as a separate committee pursuant to
Communiqué having the Series: IV and No.: 63 amending the Communiqué having the Series: IV
No.56 of the Capital Market Committee.

It has been decided in the resolution of the Board of Directors of our Company bearing the date of
May 5, 2018 pursuant to the Corporate Governance Communiqué (“Communiqué ”) having the
Series: 11-17.1 :

1. To appoint Mr. Halil Eroglu, Independent Member of the Board of Directors, Mr. Adnan
Aydogan, Independent Member of the Board of Directors, Mr. Ahmet Ertiirk, Independent
Member of the Board of Directors and Mr. Servet Hiiseyin Yilmaz, Manager for (Finance
and) Investor’s Relationships for a period of 1 (one) year, and designate Mr. Halil Eroglu
to serve duty as the Chairman of the Corporate Governance Committee therein;

2. To designate the Corporate Governance Committee to serve duty as the Nomination
Committee and Fee (Salary) Committee of the Corporate Governance Committee as well.
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3. To appoint Mr. Halil Eroglu, Independent Member of the Board of Directors, Mr. Adnan
Aydogan, Independent Member of the Board of Directors and Mr. Ahmet Ertiirk,
Independent Member of the Board of Directors to the Committee Responsible for Auditing
for a period of 1 (one) year, and designate Mr. Ahmet Erttirk to serve duty as the Chairman
of the Committee Responsible for Auditing therein;

4. To appoint Mr. Halil Eroglu, Independent Member of the Board of Directors, Mr. Selim
Akin, Member of the Board of Directors and Mrs. Pelin Akin, Member of the Board of
Directors, and designate Mr. Halil Eroglu to serve duty as the Chairman of the Early Risk
Detection Committee therein.

The Board of Directors of Akfen Gayrimenkul Yatirim Ortakhigi A.S. supports the Executive
Management and all employees at every stage so that the Corporate Governance Principles to be
placed in the structure of the enterprise.

Following the adaptation of the Corporate Governance Principles within the structure of the
Company, the Corporate Governance Principles Compliance Report where it is declared that the
activities will be realized within the direction of equality, transparency, accountability and
responsibility, has been disclosed in the attachment of the Company’s Operating Report.

Section: II - Shareholders

2.1. Investor’s Relationship Department

The applicable legislation, Articles of Association of the Company and other intra-Company
arrangements are conformed thereto in the exercise of shareholding rights, and relevant
measures that will allow the exercise of such rights are taken.

o The Investor’s Relationship Department reports to Mr. Yusuf Anil, Deputy General
Manager Financial and Administrative Affairs of Akfen REIT.

e The Investor’s Relationship Department is conducted by Mr. Mehmet Aldirmaz, Officer for
Investor’s Affairs and Finance Assistant Specialist of Akfen REIT holding the Capital
Market Committee Level 3 and Corporate Governance Rating Expertise

The Investor’s Relationship Department operates to present accurate, timely and consistent
information on Akfen Gayrimenkul Yatirim Ortakligi to the current and potential investors; and
raise the recognition and credibility of the Company and to bring down the capital cost of the
Company by the application of corporate governance principles, and to ensure communication
between the Board of Directors and capital market participants. In parallel to this target, our
Company attributes great importance to the communication with the shareholders and investors,
and maintains active investor’s relationships program

The Investor’s Relationship Department reports to the Deputy General Manager Financial and
Administrative Affairs at the organization chart and at the same time, makes reporting to the
Board of Directors about its activities.

Primary duties of the Investor’s Relationship Department that is a communication bridge between
the Board of Directors and financial world are as follows

e To ensure the correspondences, made by and between the Investors and Company and
records pertaining to other information and documentation in a sound, reliable and
current manner;
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o Toanswer the written information requests of the partnership shareholders with relation
to the partnership;

e To prepare documents that have to be submitted to the information and examination of
the shareholders with relation to the General Assembly; and take measures that will
ensure the general assembly meeting to be held in accordance with the related regulation,
articles of association and other intra-partnership arrangements; and

. To observe and follow up the fulfilment of obligations arising from the capital market
regulation including all sorts of matters pertaining to the Corporate Governance and
public disclosure.

The Investor’s Relationship Department pay necessary attention and care to use electronic
communication opportunities and internet site of the Company in its entire activities or works.

The information for access of the Investor’s Relationship Department is published at the internet
site: www.akfengyo.com.tr and operating reports. It is possible to get in touch with the Investor’s
Relationship Department for all sorts of requests and questions through the address of:
gyoyatirimci@akfengyo.com.tr.

Various negotiations were made with the existing and potential investors in 2018. Face-to-face
negotiations have been made upon requests coming on the activity results, performance and other
developments of our Company with the shareholders and analysts, and furthermore, the
questions of our individual investors through telephone calls have been answered.

2.2 Exercise of Rights to Information by the Shareholders

It is a principle to behave equally in the exercise of the right to information and examination by
and between the shareholders, potential investors and analysts and to convey our explanations to
everybody at the same time with the same content. All sorts of information that may interest the
shareholders and market players are announced through special status explanations within the
scope information sharing and all special status explanations take place at our internet site both
in Turkish and English.

Various numbers of written and verbal information requests coming from the shareholders are
answered under the supervision of the Investor’s Relationship Department and within the Capital
Market Regulation arrangements without any delay. For the objective to extend the shareholders’
rights to information, all sorts of information that may affect the exercise of rights are presented
to the information of the shareholders at our internet site. All information taking place at our
internet site is presented in Turkish and English on an equal basis to the use of domestic and
foreign shareholders.

There is not any arrangement or restriction available at the Articles of Association of the Company
with relation to a request for the appointment of a special auditor. There is an article in the
Internal Directive on the Work Principles and Procedures of the General Assembly of the Company
saying a special audit request of any shareholders irrespective of whether it takes place on the
agenda or not is resolved. The Company avoids from any procedures making the execution of a
special audit difficult.

No request was made to our Company about the appointment of any special auditor.
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2.3. General Assembly Meetings

The Ordinary General Assembly Meeting of Our Company for 2017 was held at the Meeting Hall,
located at the Head Office of our Company, on the date of May 3, 2018 at 14:00 hours.

The invitation pertaining to the meeting, required to be held in accordance with the provision of
Article 414 of the Turkish Commercial Code, has been made within the envisaged period of time
through announcement at the Electronic General Assembly System of the Central Registry Agency
and at the internet site of the Company, and at the Turkish Trade Registration Journal of April 5,
2018 having the issue number: 9552 in a manner to contain the agenda and in a way as is
envisaged at the Turkish commercial Code and Articles of Association of the Company.

Upon examination of the attendants’ List, it has been understood that 1.000 Group A Shares
referring to a share of TRY 1.000, 1.000 Group C Shares referring to a share of TRY 1.000, 1.000
Group D Shares referring to a share of TRY 1.000, and a total number of 139.222.823 Group B
Shares, all in all, a total amount of capital of the Company as a whole corresponding to TRY
184.000.000 were represented at the meeting, thus, minimum meeting quorum, envisaged at the
applicable regulation and articles of association was available therein.

The subject matters taking place at the agenda have been indicated in an impartial and detailed
manner as well as a clear and comprehensible way, the wording or expressions, used there under,
are not in nature causing different interpretations; the shareholders were allowed to bring forth
and explain their opinions under equal opportunities, and a sound discussion environment
created.

It is possible to reach the minutes of our General Assembly meeting from our internet site
(www.akfengyo.com.tr), Public Disclosure Platform and Turkish trade Registration Journal.

Furthermore, it is accepted by a majority to determine that the total upper limit for donations to
be made in 2018 will be TRY 500.000,00

2.4. Voting Rights and Minority Rights

Applications making the exercise of voting rights are avoided at our Company, and every
shareholder is provided the easiest and most convenient manner to exercise the voting right

According to the articles of association of our Company, all shares have 1 voting right for each
share. The Group A, C and C shares are the registered shares and not traded at the BIAS (Istanbul
Stock Exchange).

There is not any arrangement at our company that will envisage the exercise of voting right after
a certain period of time from its date of acquisition.

There is not any provision at the articles of association of our Company preventing the person,
who is not a shareholder, from voting as a representative.

The exercise of minority rights at our Company is subject to the communiqués and decisions of
the Capital Market Committee, Turkish Commercial Code, Capital Market Law and related
regulation. There has not been any regulation, included at the articles of association, in addition
to these provisions. It is envisaged to exercise minority rights at our Company in conformance to
the mentioned regulation. Furthermore, it is ensured that the minority is represented at the
management through three independent member taking place at the Board of Directors.
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2.5. Dividend Right

Our Company determines its dividend distribution decisions by taking the provisions of the
Turkish Commercial Code, Capital Market Regulation, Capital Market Committee Arrangements
and Decisions, Tax Laws and other related legislation into consideration

There is not any privilege between the share groups in the dividend distribution.

Our Company strategies, capital requirement of our subsidiaries and affiliates, investment and
finance policies, profitability and cash position are taken into consideration in the dividend
distribution decision.

The mode and time of the profit, decided to be distributed, will be resolved by the General
Assembly upon proposal of the Board of Directors on the subject matter thereof. The dividend to
be distributed subject to the decision to be made at the General Assembly may either be cash as a
whole or bonus share on entire basis, or it is possible to determine the same as partially in cash
and partially bonus share.

Approved at the General Assembly Meeting of Akfen. Gayrimenkul Yatirim Ortaklig1 A.S. through
a Board of Directors’ Decision, made on February 25,.2011;

“By taking the general profitability status of our Company into consideration, a profit distribution

policy has been adapted, based on a principle “to submit a proposal to the General Assembly for
the distribution of at least 30 % of the distributable profit from the accounting period of 2011, and
the said Profit Distribution Policy aims to make the mentioned profit distribution, made on May
3, 2018 with relation to the year 2017, within a period of six months the latest following the
distribution decision of the General Assembly, and itis the General Assembly that will decide upon
on the profit distribution date. The General Assembly or the Board of Directors in case related
authorization is granted upon it, to the Capital Market Arrangements as are indicated heretofore,
and profit distribution policy, approved by the shareholders at the general assembly, as is
indicated hereinabove are included at the operating report and published at the Turkish trade
Registration Journal and announced to the public at the internet site of the Company and Public
Disclosure Platform.

Since there is not any period profit to be distributed in 2017, it has been decided in unanimity at
the General Assembly that it is not possible to distribute any profit.

The internet site of our Company is actively used in the Public Disclosure as is envisaged by the
Principles of the Capital Market Committee Principles

2.6. Assignment of Shares

Assignment and transfer of bearer shares at our Company are subject to the provisions of the
Turkish Commercial Code, Capital Market Law and related regulation. The assignment of bearer
shares cannot be restricted according to the articles of association of our Company.

According to the articles of association of our Company, the assignment of partnership shares
before Public offering is subject to the permission of the Board irrespective of any rate. In the
share Assignments taking place within the scope of this article, the qualifications, sought at the
incorporatiors, are sought in new partners (shareholders), who will acquire share at the
partnership.
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Section: III - Public Disclosure and Transparency

3.1. Corporate Internet Site and its Content

All matters pertaining to the “Department for Investor’s Affairs” take place at the internet site:
www.akfengyo.com.tr.

All information taking place at the Internet site is prepared in English Language in order to enable
any foreign investors

There is an opportunity of access into the information, disclosed by our Company to the Public,
out of the Internet. The following information takes place at the internet site:
www.akfengyo.com.tr :

e History (Background) of our Company

e Management and Partnership Structure as of the final position,

e Board of Directors and Board of Director committees,

e Meeting Agenda of the General Assembly, notification document, form for the exercise of
voting in proxy,

e Explanations and public offering circular,

e Continuous information form,

e Real property appraisal reports,

e Monthly investor reports,

e Profit distribution policy,

e Trade Registration information,

e QOperating reports,

e Corporate Governance Principles Compliance Report,

e Information Policy,

e Profit Distribution Policy,

e Ethical Rules,

e Periodic financial tables and reports,

e Special status/situation explanations,

e Information, graphs pertaining to the She-are certificate price and performance,

e Investor’s affairs communication information,

e Company communication information.

All of the Capital Market Committee Corporate Management Principles that may be in nature to
be applicable on our company are published at the internet site of our company and updated
accordingly.

3.2. Operating Report

The operating report of Akfen Gayrimenkul Yatirim Ortaklig1 is prepared in due details enabling
the public to have accurate and correct information about the activities of the Company and in
accordance with the matters, indicated in the applicable regulation.

The operating reports are prepared in consideration of all matters, indicated at the Corporate
Governance Principles and additionally, the arrangements taking place both at the Turkish
Commercial Code and Capital Market Committee regulation and information due to take place
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pursuant to the Regulation on Determination of Minimum Content of Annual Operation Reports
of the Companies, issued by the Ministry of Customs and Trade and published in the Official
Gazette, dated as August 28, 2012.

Section: IV - Stakeholders

4.1. Informing the Stakeholders

The corporate governance applications and ethical rules of our Company guarantee the rights of
the stakeholders, regulatedby applicable regulations and reciprocal contracts. The stakeholders
are informed continuously within the framework of information policy, created by the Company
as a requirement of existing legislation.

Furthermore, it is also aimed to inform all stakeholders through press bulletins, operating report,
internet site and information policy of us, based on transparency.

The employees of our Company are expected to fulfil their obligations while doing their works, by
valuing the interests of the Company above the interests of their own, family and close associates.
The employees keep avoiding from all sorts of initiatives that may mean deriving personal
benefits or providing interests to their close associates.

Any predictable circumstances of conflict of interest and circumstances, defined by the
management of the Company are shared with the Company’s employees and at this point, the
Company takes necessary measures.

The stakeholders are able to transmit any procedures of the Company that are contrary to
applicable regulation and not convenient from ethical point of view to the Corporate Governance
Committee and Committee Responsible for Audit through the independent members, who are the
heads of such committees at the same time

4.2. Participation of the Stakeholders in the Management

There is not any model and mechanism on the participation of the stakeholders in the
management.

However, the independent members taking place at the Board of Directors enable all stakeholders
along with the shareholders of the Company to be represented at the management

The opinions of the stakeholders are taken into account when making important decisions that
effect the stakeholders.

4.3. Human Resources Policy

The fundamental principles of the human resources policy of our Company are summarized
herein below:

e Our Basic Human Resources policy to bring together the requirements of the work with
the skills and qualifications of the employees and select the human resources according to
modern criteria and principle of equal opportunity for everyone, and develop, evaluate
and conduct the same in this respect.
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e The Human Resources management is obliged to create a dynamic, innovative and
progressive environment and raise the performance of the employees and to bring the
corporate target down to personal targets, by doing so, give support to achieve the targets
of the Company in an effective and efficient manner.

e Our employee profile is a high and distinguished human resource being open to
transformation and development, having high motivation, believing in teamwork and
group spirit, using the sources and time efficiently and having social responsibility
sentiment.

o The relationships with the employees are conducted by the Deputy General Manager
Financial and Administrative Affairs, Mr. Yusuf Anil on representation basis.

e Our ethical understanding constitutes the basic foundation of our field of work. A
comfortable and efficient work environment is created in our Company away from any
discrimination, mobbing and favouritism, and through a fair and transparent approach.
There has not been any complain so far delivered by any of our employees on the subject
matters hereof.

As of December 31, 2018, the total numbers of employees working at Akfen REIT and its affiliates
and enterprises subject to common management are 21.

4.4. Ethical Rules and Social Responsibility
Ethical Rules

Akfen Gayrimenkul Yatirim Ortakligi has declared the “Ethical Rules”, which it has defined in order
to add material value to the stakeholders and raise the corporate value of the same, as the
principles and rules that have to be conformed by all managers and employees, and published
these rules at its internet site.

It is aimed by these rules to ensure the managers and employees of the Company, Akfen
Gayrimenkul Yatirim Ortakligl, to exhibit behaviours at high standards, be aware of the corporate
effects of their behaviours and acts, and ensure the use of the most accurate and correct methods
with relation to the shareholders and company’s activities and exhibition of the highest
qualification actions.

Social Responsibility

Our Company pays utmost attention to behave sensitively towards its social responsibilities in its
activities and provides support to any organizations pertaining to its own sector.

With relation to these matters, there is not any inspection, legal action or any other legal dispute
or sanction, filed or initiated in disfavour of our Company or its subsidiaries.
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Section: V - Board of Directors
5.1. Executive Board and Formation

The formation and election of the Board of Directors are effectuated in accordance with the
Corporate Governance Principles, and the principles pertaining to the foregoing take place at the
Articles of Association of our Company.

According to this:

The management of the Company, binding and representation of the same towards any third
parties are carried out by a Board of Directors consisted of 9 (nine) members and majority of
whom is not designated at execution and bearing the qualifications, indicated at the Capital
Market Regulation and Turkish Commercial Code and elected by the General Assembly within the
framework of the provisions of the Turkish Commercial Code.

The Board of Directors shall elect a Chairman in the first Board of Directors meeting among its
members in order to chair the meetings of the Board of Directors and a Vice-Chairman to act as a
Chairman in his/her absence. A sufficient number of independent members of the Board of
Directors shall be elected by the General Assembly within the framework of principles pertaining
to the independence of the members of the Board of Directors, indicated in the Corporate
Governance Principles of the Capital Market Committee, to the Board of Directors, provided not
to be less than two (2). An explanation pertaining to the independence of the members of the
Board of Directors takes place at the annual operating report of the Board of Directors.

Names, Surnames and backgrounds of our Members of the Board of Directors being determined
in accordance with the Articles of Association of our Company and serving duty in 2018 are
indicated herein below:

e Mr. Ibrahim Siiha Gii¢sav, Chairman of the Board of Directors/ Managing Director -
Member of the Executive Board of Directors

e Mr. Mustafa Keten, Vice- Chairman of the Board of Directors - Member of Non-Executive
Board of Directors

e Mrs. Pelin Akin Ozalp, Member of the Board of Directors - Member of the Executive Board
of Directors

e Mr. Selim Akin, Member of the Board of Directors - Member of the Executive Board of
Directors

e Mrs. Sila Ciliz 1nan(;, Member of the Board of Directors - Member of the Non-Executive
Board of Directors

e Mr.irfan Erciyas, Member of the Board of Directors - Member of the Non-Executive Board
of Directors

e Mr. Adnan Aydogan - Independent Member of the Non-Executive Board of Directors

e Mr. Halil Eroglu - Independent Member of the Non-Executive Board of Directors

e Mr. Ahmet Ertiirk - Independent Member of the Non-Executive Board of Directors

Our Company does not have any Executive Committee. The Chairman of the Board of Directors
and General Director are not the same person. There is not any member of the Board of Directors,
authorized to represent and bind the Company on individual basis.
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In the event that the Independent Members of the Board of Directors submit a declaration of
independence to the Board of Directors pursuant to the applicable regulation and their
independences disappear in any manner, it will be obligatory for them on immediate basis to
notify the Board of Directors about the subject matter thereof. Any person, who may have served
a membership duty at the Board of Directors for a total duration of 6 years within the last ten
years, cannot be appointed as an independent member to the Board of Directors.

The assignment of any other duty(ies) by the members of the Board of Directors apart from our
Company are not made subject to and/or limited by certain rules. Backgrounds of the Members of
Our Board of Directors and the information about their duties of the out of our company are stated
in their resumes above.

Qualifications of the Members of the Board of Directors

Those of persons, who are nominated in the election to the memberships of the Board of Directors
and elected as members there under, have the qualifications taking place in the Corporate
Governance Principles of the Capital Market Committee.

The Board of Directors is structured in a manner to ensure effect and activity at the highest
possible level. The principles pertaining to the subject matter have been indicated in Article 14 of
the Articles of Association of the Company. It is a principle to elect the members of the Board of
Directors among the persons, who have fundamental knowledge about legal principles regulating
due procedures and dispositions pertaining to the field of engagement of the Company, and are
educated and have experience on company management, and have competence to discuss and
examine financial tables and reports and are preferably graduated from a higher education
institution.

5.2.  Principles of Activity of the Board of Directors

The members of the Board of Directors are ensured to obtain all sort of information in a timely
manner in order to enable them to fulfil their duties on full basis.

A Board of Directors Secretariat reporting to the Chairman of the Board of Directors was formed
up in order to give services to the members of the Board of Directors for keeping the
documentation with relation to the meetings of the Board of Directors in a regular manner.

Our Board of Directors meetings are planned and realized in an effective and efficient manner.
The members of the Board of Directors are convened at times when the affairs of the Company
may necessitate as is regulated through the Articles of Association.

o The Board of Directors may convene upon a call by the Chairman or Vice-Chairman, or
application by any member of the Board of Directors in writing to the Chairman or Vice-
Chairman and request them to make a call upon the Board for a meeting.

e The agenda of the meetings of the Board of Directors is determined by the Chairman of the
Board of Directors, and it is possible to make an amendment on the agenda through a
decision of the Board of Directors.

e The Independent Member of the Board of Directors receives a monthly honorarium to be
determined by the General Assembly. No payment is made to the Members of the Board of
Directors, who are not independent.

e The meeting quorum of the Board of Directors is established by the attendance of at least
5 members.
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e Decisions at the meeting of the Board of Directors are made by the exercise of majority
voting by the attendants at the meeting in the same direction.

e Every member has one voting rights at meetings and the voting right is exercised in
person. Unless any of the members comes up with a request to hold a meeting, then it may
be possible to make a decision through notification of the consent of other members in
writing.

e If any denunciation is made by a legal entity shareholder to the Board of Directors
indicating that the member representing the legal entity shareholder had no connection
any longer with the said legal entity, then, the mentioned member will be deemed as
resigned and the Board of Directors elects the person, determined by the related legal
entity shareholder, as the member of the Board of Directors instead of the foregoing
member.

e The members, who do not attend in the meeting, cannot cast their votes either in writing
or any other way unless it is based on a reasonable excuse.

The Board of Directors convened 14 times in total within 2018. A great of majority of meetings
have been attended in full and decisions pertaining thereto have been made in unanimity.

A “Manager Liabilities' Insurance having a total limit of 46.000.000.-TRY was bought for the
members of the Board of Directors referring to the period of 20186-2019.

Prohibition to Compete and Execute Transactions with the Company

The request to grant authorizations upon the Chairman and members of the Board of Directors on
the execution of procedures, written in Articles 395 and 396 and Article 1.3.7. of the Communiqué
Pertaining to the Determination and Application of the Corporate Governance Principles,
published by the Capital Market Committee has been approved by the shareholders at the General
Assembly meeting of May 3, 2018.

Authorizations and Responsibilities of the Managers and Members of the Board of Directors

The Board of Directors consisting of 9 (nine) members having the qualifications, indicated in the
Turkish Commercial Code and Capital Market Committee, is elected by the General Assembly for
a maximum period of 3 (three) years and majority of the Board of Directors consists of the non-
executive members. Furthermore, the independent members bearing the independence criteria,
defined in the Corporate Governance Principles of the Capital Market Committee and deemed as
obligatory there under are elected in number, provided not to be less than 2 (two) persons. Itis
possible for the members whose duty periods are expired, to seek re-election.

At current period, a total number of 9 (nine) persons, three of whom independent members of the
Board of Directors, nominated by the Board of Nomination, have been elected to the Board of
Directors to serve duty for a period of 1 (one) year at the Ordinary General Assembly Meeting,
held on May 3, 2018, and duty period of the Board of Directors will expire on May 3, 2018.

The Board of Directors fulfils the duties, granted upon it, according to the provisions of the Turkish
Commercial Code, Capital Market Law, Articles of Association of the Company, general assembly
resolutions and provisions of related legislation. The Board of Directors is authorized to make
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decision(s) on all matters remaining beyond the subject matters due to be subject to a decision,
made by the General Assembly, and applicable law and Articles of Association.

The Company will be managed by the Board of Directors, and bound and represented by the same
in external matters. The Board of Directors is authorized to assign the management duty to one
or more members of the Board of Directors or any third party according to an internal directive
due to be issued by it. This internal directive arranges the management of the company, and
defines duties necessary for this and indicates related positions of them, and determines
especially who will report to who and who is obliged to provide information. In case the
management is not assigned, then, it will belong to all members of the Board of Directors. The
Board of Directors may assign its authorization for representation to one or more managing
directors or any third parties as a director. It is necessary for at least one member of the Board of
Directors to have a representation authorization.

The mentioned Internal Directive (“Internal Directive”) has been approved at the Board of
Directors Meeting of April 30, 2015 pursuant to Articles 367 and 371 of the Turkish Commercial
Code no. 6102, dated as January 13, 2011 and registered on the date of May 28, 2015 and came
into force upon its publication at the Turkish Trade Registration Journal of June 03, 2015 having
the issue no. 8833. The duties, authorizations and responsibilities of the Group A Members of the
Board of Directors, General Directors, Deputy General directors and Project Managers are
regulated at the Internal Directive in a clear manner.

e Decisions at the meeting of the Board of Directors are made by the exercise of majority
voting by the attendants at the meeting in the same direction.

e Every member has one voting rights at meetings and the voting right is exercised in
person. Unless any of the members comes up with a request to hold a meeting, then it may
be possible to make a decision through notification of the consent of other members in
writing.

e [f any denunciation is made by a legal entity shareholder to the Board of Directors
indicating that the member representing the legal entity shareholder had no connection
any longer with the said legal entity, then, the mentioned member will be deemed as
resigned and the Board of Directors elects the person, determined by the related legal
entity shareholder, as the member of the Board of Directors instead of the foregoing
member.

e The members, who do not attend in the meeting, cannot cast their votes either in writing
or any other way unless it is based on a reasonable excuse.

Within the framework of the Internal Directive, the following individuals, named as:

e Mr. Fuad Sertac Karaagaoglu has been elected as the General Director until the date of
October 01, 2019;

e Mr. Memduh Okyay Turan has been elected as the Deputy General Director for Hotel
Operations until the date of April 30, 2018, and

e Mr. Yusuf Anil, however, as the Deputy General Director for Financial Affairs until the date
of October 01, 2019.
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5.3. Number, Structure and Independence of the Committees, Formed up at the Board of
Directors

Necessary committees will be formed up within the structure of the Board of Directors in order
that the duties and responsibilities of the Board of Directors are fulfilled in a sound manner
pursuant to the arrangements of the Capital Market Committee and related regulation. The
matters such as the fields of duties of the Committee, principles of works and which members they
will be consisted of will be determined by the Board of Directors and disclosed to the public.

The Board of Directors may set up sufficient number(s) of committee(s) or commission(s) among
its members on various matters such as following up the functioning of affairs, preparation of the
matters to be submitted to it, deciding on the preparation of the balance sheet especially on all
important matters and observation of the application of decisions so made.

The committees are convened at required frequency for the affectivity of the works.

Corporate Governance Committee

The Corporate Governance Board works in a manner of directly reporting to the Board of
Directors provides help to the Board of Directors for the formation and development of necessary
structure and applications for the management of the Company in accordance with the Corporate
Governance Principles, accepted at international level, and setting up a salary system for the
executive managers, and coordination of development and career planning.

The Corporate Governance Committee gives support to the Board of Directors by way of
conducting works on the matters for the conformance of Akfen REIT to the principles of corporate
governance principles; determination of the members of the Board of Directors and executive
managers, fee, award and performance evaluation, career planning, investor’s affairs and public
disclosure and so on. The Corporate Governance Committee consists of three members to be
appointed among the members of the Board of Directors and Department Manager on Investor’s
Affairs. The head of the Corporate Governance Committee is appointed by the Board of Directors.

The Corporate Governance Committee is responsible to follow up the conformance of the
Company to the corporate governance principles, and have a duty especially for the realization of
following matters:

To search thoroughly to what degree the corporate governance principles are applied at the
Company and in case they are not applied, then, to determine the reasons behind it and to find out
any negative matters developing as a result of the lack of full application and to propose the
relevant remedial measures to be taken,

e To search thoroughly to what degree the corporate governance principles are applied at
the Company and in case they are not applied, then, to determine the reasons behind it
and to find out any negative matters developing as a result of the lack of full application
and to propose the relevant remedial measures to be taken, and to propose the relevant
remedial measures to be taken,

e To ascertain any methods that will provide transparency in the determination of member
candidates to be proposed to the Board of Directors,

e To carry out works and develop proposals on the numbers of the members of the Board
of Directors and managers,
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o To develop proposals pertaining to the principles and applications on the performance
evaluation and award of the members of the Board of Directors and managers, and follow
up the applications there under,

e To observe the works of the Investor’s Relationships.

The Members of the Corporate Governance Committee are indicated herein below:

o Head of the Corporate Governance Committee
o0 Halil Eroglu, Independent Member of the Board of Directors
e Members of the Corporate Governance Committee
0 Ahmet Ertiirk, Independent Member of the Board of Directors
0 Adnan Aydogan, Independent Member of the Board of Directors
0 Mehmet Aldirmaz, Officer for Investor’s Affairs and Finance Assistant Specialist

The Corporate Governance Committee also fulfils the duties of the Nomination Committee and
Salary Committee as well within the framework of the principles and Articles of Association of our
company.

Audit Committee

The Audit Committee provides the Board of Directors with support in order to ensure the auditing
of financial information about the accounting system of Akgen REIT and public disclosure of it and
functioning and observation of the internal control system. The Audit Committee consists of three
members to be appointed among the members of the Board of Directors.

The members of the Audit Committee and Corporate Governance Committee are appointed by the
Board of Directors within the direction of principles, determined at the Articles of Association of
Akfen REIT, and its duties and authorizations are determined by the Board of Directors as well.

The Audit Committee is responsible for taking all measures in order to execute all sorts of internal
and independent external audit in a sufficient and transparent manner, and conduct of duties,
granted upon by the Capital Market Regulation and the Corporate Governance Communiqué .

The Audit Committee convenes at least four times, provided to be once in every quarter.
The Audit Committee Members are listed herein below:

e The Head of the Audit Committee
0 Mr.Ahmet Ertiirk, Independent Member of the Board of Directors

e The Members of the Audit Committee
O Mr. Adnan Aydogan, Independent Member of the Board of Directors
O Mr. Halil Eroglu, Independent Member of the Board of Directors

Three independent members taking place at the Board of Directors take place both at the
Corporate Governance Committee and Audit Committee ensuring the participation of the minority
shares and stakeholders in the management.
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Early Risk Detection Committee

Our Company has decided through the resolution of the Board of Directors, dated as March 14,
2013 to set up a committee pursuant to the Communiqué of having Series: IV, No. 63 amending
the Communiqué of the Capital Market Committee and conduct the duty of the Early Risk
Detection Committee, currently conducted by the Corporate Governance Committee.

The Early Risk Detection Committee is responsible for early detection of risks that may put the
existence, development and continuation of the Company at jeopardy, and taking necessary
measures pertaining to the risks so detected and management of the risk in question; and the risk
management systems are observed at least once annually. Furthermore, the Committee present a
report to the Board of Directors once in every two months and gives information on the detected
risks and action plans so taken.

e The Head of the Eearly Detection Committee

0 Mr. Halil Eroglu, Independent Member of the Board of Directors
e The Members of theEarly Risk Detection Committee

0 Mr. Selim Akin, Member of the Board of Directors

0 Mrs. Pelin Akin Ozalp, Member of the Board of Directors

5.4. Risk Management and Internal Control Mechanism

Our Company has decided to carry out works consisting of trainings, one-to-one meetings and
workshops on the Early Risk Detection through the support of the company, DRT Bagimsiz
Denetim ve Serbest Muhasebeci Mali Misavirlik A.S. (Deloitte) in order to activate the Risk
Detection activities, and the said works were finalized within 2012 and our Risk Management
Handbook was presented to the Board of Directors. It is decided to take the principles taking place
at the Risk Management Handbook as basis in subsequent internal audits of the Audit Committee.

The Internal Control Mechanism fulfils the duties, granted by the Board of Directors, upon it in an
effective manner with the establishment of the Audit Committee within the organization of the
Audit Committee. Mr. Ahmet Ertiirk, Independent Member of the Board of Directors, conducts the
duty as the Head of the existing Audit Committee.

5.5. Strategic Targets of the Company

Mission

To become a leading hotel investor developing hotel projects due to be operated at highest
standards by the international hotel operators of Turkey and surrounding geography.

Vision

To develop projects bearing high profitability at the real estate sector and provide high capital
and dividend revenue for its shareholders while realizing a stable balance sheet growth.

Strategic Perspective

Akfen REIT has been positioned in the best manned for a steady/stable growth at the urban hotel
management and specialized in urban hotel management at international standards.
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o  Exclusive partnership with the largest hotel group in Europe and one of the
leading hotel groups internationally, Accor;

e Raising commercial activity in the major cities of Turkey;

e Rising volume of the domestic and external tourism in Turkey;

e High level of hotel investment know-how at the end of specialization on a single
field of engagement;

e  Export of know-how to neighbouring geography; and

e Low-risk and long-term leasing contracts that do not contain any operation
responsibility, and regular rental revenue rising with the performances of the
hotels.

Corporate Policy

To use the accumulation of knowledge, organization competence and opportunities, offered by
technology, from the first day onward through the driving power that will be created by quality
employees and specialist teamwork.

Principles

To work with well-educated/trained and experience human resources, and take the quality
forefront in production, manufacturing and business management, and to complete the works
under its undertaking in a timely manner and with high quality;

The Board of Directors holds negotiations with the Managing Director and executive management
and determines the strategic targets pertaining to the related periods. The Board of Directors,
furthermore, observes the Company’s degree of achieving targets, activities and past
performances within the scope of the end of year performance assessment process.

5.6. Financial Rights

A certain amount of fee, determined there under, is paid up to the Independent Member of the
Board of Directors serving duties as an independent member within the framework of the
Corporate Governance Principles of the Capital Market Committee in order to enable them to fulfil
their membership time investment and requirements. It was decided by the General Assembly at
the Ordinary General Assembly Meeting, held on May 3, 2018 for the activities of 2018 to pay a
monthly salary of TRY 4.000,00 to each of the Independent Members of the Board of Directors,
and not to pay any fees and honorariums to the other members of the Board of Directors.

As arequirement of the Corporate Governance Principles, the shareholders have been notified on
the payments, made within the scope of “Salary Policy” for the members of the Board of Directors
and Executive Managers at the Ordinary General Assembly Meeting, held on May 3, 2018 for 2017.

There are not any procedures such as lending money, providing credit facilities by the Company
to the members of our Board of Directors or managers, giving guarantee in their favour have not
been at issue.
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Akfen REIT “Buyback Program”

Objective of the Buyback

It is aimed in this respect is that the share price of our Company having begun listed and trade at
Borsa Istanbul A.S. (Istanbul Stock Exchange) since May 11, 2011 substantially below its public
offering price (level) as a result of instabilities having arisen at the geography where Turkey is
located in, failure of the values; realized at Borsa Istanbul A.S., to reflect the real performance of
the activities of our company and possibility to buyback the shares traded at Borsa Istanbul A.S,,
when it is deemed as necessary, upon assessment of current market conditions to bring down the
price fluctuations and follow up of the price trends due to occur at the stock exchange in coming
period through the authorization, taken from the General Assembly within this scope and when
the applicable conditions require to be able to buyback.

The Period When the Repurchase Program Will Be Applied
Thirty six (36) mounts.
Maximum Number of Shares to Be Repurchased

The repurchase of the maximum rate of the Company’s shares is envisaged within the scope where
the applicable legislation allows doing so. In this respect it is possible to make buyback within the
framework of the provisions of legal regulation up to the figure referring to 10 % of the Company’s
Capital. In case of any amendment in the regulation or increase of the capital within this period,
then, the related procedure will be made pursuant to the increased capital and amended
regulation.

The program will be finalized upon reaching the maximum number of shares subject to the
buyback.

Total Amount and Source of the Fund, Allocated for the Repurchase

A fund amount of TRY 41.950.000 due to be created from the income being procured from the
operations and sources of the Company for buyback has been determined.

The nominal value of the repurchased shares cannot exceed 30 % of the issued capital including
previous purchases. Those of shares, disposed during the term of the program, being repurchased
in this respect cannot be taken into consideration in the calculation of this rate.

The total value of the repurchased shares cannot exceed the total sum of the resources that may
be made to be subject to the profit distribution

Lower and Upper Limits for the Repurchase of the Shares

The lower price limit in the repurchase of the share is 0 (zero), upper price limit, however, is TRY
2,28 (Two Point Twenty Eight Turkish Liras).

Transaction Procedure and Authorization Period, Required from the General Assembly
The Board of Directors of our Company has been authorized for a period of 3 (three) years.

The Board of Directors of our Company has been authorized on the repurchase of the shares and
disposition of such shares so purchased and execution of necessary procedures pursuant to
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applicable regulation during a period of three (3) years following the date when it is authorized
by our General Assembly, Provided to remain within this authorization period, our Board of
Directors may realize a shorter period or more buyback programs.

Our Board of Directors may decide to initiate a buyback program again during an authorization
Period of 3 (three) years at the end of a terminated buyback program. In this case, the
aforementioned procedure will be repeated.

Our Board of Directors is authorized to finalize the sales without disposition of the entire numbers
of the shares, repurchased in this respect, and to initiate a new buyback program.

Authorization for Buyback
Mr. Fuad Sertac Karaagaoglu has been authorized for purchases.

Number of Shares, Repurchased and Still Not Disposed of, Their Proportion to the Capital
and Results of the Preceding Program

The Number of Shares, Repurchased and Still Not Disposed of: 0
Their Proportion to the Capital: 0

No buyback has been made by our Company previously within the scope of the related
regulation.
The Lowest, Highest and Weighted Average Share Price Information on Annual Basis
As of January 01, 2018, annually;

The lowest share price: TRY 1,31

The highest share price: TRY 2,48

Weighted average share price: TRY 1,59

The Lowest, Highest and Weighted Average Share Price Information for the last 3 months
(quarter)

As of January 01, 2017, for the last quarter;

The lowest share price: TRY 1,31

The highest share price: TRY 2,07

Weighted average share price: TRY 1,59
Benefits to be provided by the Related Parties
None.

Information Pertaining to the Affiliates That May Make Repurchase, If Included in the Scope
of Program

Akfen Gayrimenkul Ticareti ve Insaat A.S.
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Buyback Program

Cumulative Purchase Information is provided below.

Proportion of

Amount of Shares, Owned
Cumulative After the
Nominal Value of Transaction as of Transaction within
Shares, Owned as of  Current Period (in the Company Weighted Average
Current Period (in TRY) Capital (%) Price
TRY)
4.218.000 5.605.354,09 2.29% 1,33

Notifications to Be Made to Public

The buyback program, prepared by the Board of Directors, will be disclosed to the public with a
special circumstance disclosure to be made by the Company at least three weeks in advance from
the general assembly meeting date exclusive of announcement and meeting dates and published
at the website: www.akfengyo.com.tr of the Company simultaneously.

In case any change is made by the general assembly in the buyback program, submitted to the
attention of the General Assembly, the program so changed will be disclosed to the public with a
special circumstance disclosure to be made by the partnership within the first business day
following the General Assembly date and published at the website of the Company simultaneously.

Two business days in advance of commencement of the buyback transactions pursuant to the
program, the commencement and completion dates when the buyback is planned to be made,
nominal amount of shares subject to the buyback and special circumstance disclosure pertaining
to the capital proportion will be made.

For each transaction, realized by the Company within the framework of the buyback program, a
special circumstance disclosure containing the nominal value of the shares subject to the
transaction (procedure), their transaction price, proportion to the capital, nominal value of the
shares, repurchased before within the framework of the program, and priorities and transaction
date subject to these shares, if any, in advance of the commencement of the session on the business
day following the date of transaction.

In the event that the repurchased shares are disposed of including previous purchases, the
Company will make a special circumstance disclosure containing the nominal value of the shares
subject to the transaction (procedure), their transaction price, proportion to the capital, capital
proportion of remaining shares, amount of realized profit/loss, and priorities and transaction date
subject to these shares, if any, in advance of the commencement of the session on the business day
following the date of transaction

Maximum and average value, paid up for the repurchased shares, source being used for the cost
of the repurchase, total number of shares repurchased and the proportion of these shares to the
capital will be disclosed by the Company to the public within a period of three business days
following the expiry of time, termination of the program and completion of repurchases, planned
within the scope of the program. In the event that the shares, repurchased by the Company, have

78



http://www.akfengyo.com.tr/

D) REIT Akfen REIT
W Q kfen Annual Report 2018

are disposed of within the program period, additionally in the same way, the total nominal value
of the shares disposed of, total profit/loss amount and average sales price, and priorities and
transaction date subject to purchase and sale, if any, will be disclosed.

This information in the nature of summary of the transactions, realized within the framework of
the buyback program is submitted to the attention of the shareholders at the first general
assembly.

Other information pertaining to the buyback program

An amount of reserve fund as much as the repurchase value of the shares repurchased will be
allocated and classified as limited reserve funds under the equities. The said reserve funds so
allocated will be released at a value to meet their repurchased values in case the repurchased
shares are sold or amortised.

The acquired shares will not be taken into consideration in the calculation of the meeting quorum
at the general assembly.
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