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INDEPENDENT AUDITOR’S REPORT

To The Board of Directorof
Duran Dogan Basim ve Ambalaj Sanayi A.S.

We have audited the accompanying consolidated statement of Duran Dogan Basim ve Ambalaj Sanayi A.S.
(the “Company”) and its subsidiaries (together will be referred as “the Group™) which comprise the
consolidated statement of financial position as at 31 December 2016, and the consolidated statement of profit
or loss and other comprehensive income, consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and a summary of significant accounting policies and other
explanatory information.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with Turkish Accounting. Standards (“TAS™) and for such internal control as
management determines is necessary to enable the preparation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error. '

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We
conducted our audit in accordance with standards on auditing issued by Capital Markets Board and
Independent Auditing Standards which is a part of Turkish Auditing Standards published by the Public
Oversight Accounting and Auditing Standards Authority (“POA”). Those standards require that we comply
with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the
consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the consolidated financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Deloitte refers to one or more of Delgitte Touche Tohmatsu Limited, a UK private company limited by guarantee ("DTTL"), its network of member firms, and their
related entities. DTTL and each of its member firms are legally separate and independent entities. DTTL (also referred to as “Deloitte Global") does not provide
services to clients. Please see www.deloitte.com/about to learn more about our global network of member firms.

© 2016. For information, contact Deloitte Touche Tohmatsu Limited.



Deloitte

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of Duran Dogan Basim ve Ambalaj Sanayi A.S. and its subsidiaries as at 31 December 2016, and of
their financial performance and their cash flows for the year then ended in accordance with Turkish
Accounting Standards.

Reports on Other Legal and Regulatory Requirements

In accordance with paragraph four of the Article 402 of Turkish Commercial Code (“TCC”), nothing has
come to our attention that may cause us to believe that the Group’s set of accounts and financial statements
prepared for the period 1 January-31 December 2016 does not comply with TCC and the provisions of the
Company’s articles of association in relation to financial reporting.

In accordance with paragraph four of the Article 402 of TCC, the Board of Directors provided us all the
required information and documentation with respect to our audit.

In accordance with paragraph four of the Article 398 of the Turkish Commercial Code No. 6102 (“TCC”),
the auditor’s report on the system and the committee of early detection of risk has been submitted to the
Board of Directors of the Company on 13 March 2017.

DRT BAGIMSIZ DENETIM VE SERBEST MUHASEBECI MALI MUSAVIRLIK A.S.
Member of DELOITTE TOUCHE TOHMATSU LIMITED

&<

Selcuk Urkmez
Partner

Istanbul, 13 March 2017
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DURAN DOGAN BASIM VE AMBALAJ SANAYI A.$. AND ITS SUBSIDIARIES

AUDITED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2016

(Amounts are expressed in Turkish Lira (TL} unless otherwise stated.)
As Restated  As Restated

Current Period  Prior Period Prior Period
31 December 31 December 31 December

Notes 2016 2015 2014

ASSETS g ’
Current Assets © 50.740.103 44.213.860 48.221.173
Cash and Cash Equivalents 27 8.723.026 10.612.034 10.679.098
Trade Receivables 19.577.432 18.916.767 17.551.709
Trade Receivables from Related Parties 5-6 - 10.696 10.576
Trade Receivables from Third Partjes 6 19.577.432 18.906.071 17.541.133
Other Receivables 46.407 23.383 63.552
Other receivables from Third Parties 7 46.407 23.383 63.552
Inventories 8 18.216.091 12.828.995 18.074.344
Prepaid Expenses 9 1.065.341 646.760 - 899.101
Other Current Assets 14 - 3.111.806 1.185.921 953,369
Non-Current Assets 61.491.501 65.637.208 54.012.357
Other Receivables 286.803 253.041 145.896
Cther Receivables from Third Parties 7 286.803 253.041 145.896
Property, Plant and Equipment 10 60.086.941 64.235.232 50.879.248
Intangible Assets 11 1.105.022 1.138.680  768.898
Deferred Tax Assets . 23 12.735 10.255 2.218.315
TOTAL ASSETS ' 112.231.604  109.851.068  102.233.530

The accompanying notes formn an integral part of these consolidated financial statements.
Convenience translation of the report and the consolidated financial statements originally issued in Turkish.

1



DURAN DOGAN BASIM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARIES

AUDITED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2016

(Amounts are expressed in Turkish Lira (TL} unless otherwise stated.)

- As Restated  As Restated
Current Period  Prior Period Prior Period
31 December 31 December 31 December
Notes 2016 2015 2014
LIABILITIES
Current Liabilities 64.002.389 52.315.030 46.380.266
Short-Term Borrowings 25 38.141.288 29.349.934 29.427.095
Shert-Term Portion of Long-Term Borrowings 25 4.222.063 7.717.838 6.777.287
Other Financial Liabilities 25 1.949.803 1.470.589 493.248
Trade Payables 16.359.513 11.454.382 6.770.173
Trade Payables to Related Parties 3-6 670.179 542.566 583.293
Trade Fayables to Third Parties 6 15.689.334 10.911.816 6.186.880
Payables Related to Employee Benefits 13 1.153.614 906.964 763.826
Other Payables
Other Payables to Third Parties 7 093.655 23.236 42.037
- Deferred Income 9 1.282.644 350.770 724.001
Current Tax Liabilities 23 3.789 - -
Short-Term Provisions 202.975 171.510 939.486
Short-term Provisions for
Employee Benefits 13 194 724 156.319 921.361
Other Short-Term Provisions 12 8251 15,191 18.125
Other Current Liabilities 14 593.045 869.807 443,113
Non-Current Liabilities 33.339.724 37.204.593 41.528.442
Long-Term Borrowings 25 22.713.401 27.496.200 33.918.045
Other Payables
Other Payables to Related Parties 5-7 7.419.800 6.355.200 . 5.641.400
Deferred Income 9 18.025 66.047 -
Long-term Provisions 3.141.695 2.994.246 1.968.997
Long-term Provisions for
Emplovee Benefits i3 3.141.695 2.994.246 1.968.997
Deferred Tax Liabilities 23 46.803 292.900 -
EQUITY 14.889.491 20.331.445 14,324,822
Equity Attributable to Owners of the Company 14.875.034 20.316.987 14.324.567
Share Capital 15 16.575.788 16.575.788 16.575.788
Adjustments to Share Capital 6.436.501 6.436.501 6.436.501
Share Premium 5.220 5.220 5.220
Restricted Reserves Appropriated from Profit 15 325455 325.455 325.455
Other Comprehensive Income or Expenses
that will not be Reclassified Subsequently to
Profit or Loss 22 16.381.420 16.506.365 (557.704)
Properties Revaluation Reserves 17.738.889 17.758.214 -
Actuarial Loss (1.357.469) (1.251.849) (557.704)
Other Comprehensive Income or Expenses
that will be Reclassified Subsequently to
Profit or Loss (148.210) (130.002) (19)
Currency Translation Difference (148.210) (130.002) (2
Accumulated Losses (15.383.015) (8.454.184) (10.316.240)
Net (loss) / profit for the year (5.318.125)  (10.948.156) 1.855.566
Non-Controlling Interests 14.457 14.458 255
TOTAL LIABILITIES 112.231.604 109.851.068  102.233.530

The accompanying notes form an integral part of these consolidated financial statements.

Convenience translation of the report and the consolidated financial statements originally issued in Turkish,

2



DURAN DOGAN BASIM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARIES

- AUDITED CONSOLIDATED STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED 31 DECEMBER 2016

{Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

As Restated
Current Period Prior Period
' 1 January 1 January
31 December  -31 December
Notes 2016 2015
PROFIT AND LOSS
Revenue 16 104.055.608 80.814.246
Cost of sales (-) 16 {82.329.172) (77.347.097)
Gross Profit 21.726.436 13.467.149
Administrative expenses (-) 17 (8.447.902) (7.420.481)
Marketing expenses (-) 17 (7.832.168) (5.427.897)
Other income from operating activities 19 10.636.681 12.976.770
Other expenses from operating activities (-) 19 (7.588.058) (7.568.553)
OPERATING PROFIT 8.494.989 6.026.988
Income from investing activities 20 69.469 64.708
Expenses from investing activities {-} 20 - (596)
OPERATING PROFIT BEFORE FINANCE EXPENSE 8.564.458 6.091.100
Finance expenses ’ 21 (14.097.949) (15.531.074)
LOSS BEFORE TAX (5.533.491) (9.439.974)
Ta; Expense 215.365 (1.508.202)
Current Tax Expense 23 (6.807) -
Deferred tax Income / (Expense} 23 222,172 (1.508.202)
LOSS FOR THE PERIOD (5.318.126) (10.948.176)
Loss for the period attributable to
Non-controlling Interests Q)] (20)
Equity holders of the parent company (5.318.125) (10.548.156)
(5.318.126) (10.948.176)
Loss per share 24 (0,0032) (0,0066)
Other Comprehensive Income;
Items that will not be reclassified subsequently
- to profit or loss: (105.620) 17.084.782
Guains on revaluation of property, plant and equipment - 18.943.221
Remeasurement of defined benefit obligation (132.025) (867.681)
Income tax relating to items that will not ’
be reclassified subsequently 26.405 (992.758)
Items that will be reclassified subsequently
to profit or loss: (18.208) (129.983)
Currency Translation Difference (18.208) (129.983)
Other Comprehensive Income / (Loss) (123.828) 16.954.799
* Total Comprehensive Income / (Loss) (5.441.954) 6.006.623
Total Comprehensive Income / (Loss) Distribution _
Non-controlling Interests ' (1} 14.203
Equity holders of the parent company (5.441.953) 5.992.420

The accompanying notes form an integral part of these consolidated financial statements.

Convenience translation of the report and the consolidated financial statements originally issued in Turkish.

3



14

USDPMLY, Ul Pensst %_Bﬁwﬁm SIUALLIDIR)S [RTOURLIL] PORPI[OSUOS al]) pur JIodal o)) JO UOTIB]SURE) SOUSIUSAUOY)
"SIULLIS [RIOURTL] POVBPIOSTN0 9501 Jo 11d [eadotur ue uLo] sajou Furiuedwooose oy,

SHFEEE'DT BSFFL LBGITE0Z OsTEr60T)  (PST'HSHD) SEPSIE (z00'0ED) (6rB'IST'T) FITSSLLT IS T0S°9€H"0 BRL'GLS ST
oLrereon (0 (gsrreol)  (9s18PEOD) - - - - - - - -
(e86'621) - (gg6'621) - - - (€86'621) - - - - - -
- - - - [1] - - - (06t') - - -
LTG'BLLLY gLzl YOL'POL'LT - - - - - YOL'VOLLL . - - -
SETH69). - (cv1'v69) - - - - (sr1'pes} - - - -
- - - (005¢sq1) 99558 - - - - - - -
LRI §5T LISTFLICFT 095°658°T Orzo1e0Y)  SSHSTe 61 (k0L 'L88) - 0zITs T0S'9EP™D 8BL'SLS'OT
(018°05¢) - (s18°058) - (£6L°05€) - 61 - - - - -
BEOSLOFT. SST TCSLYFT 095'6S8°T (£r+'$96'6) SSH'STT - (roL LSS) - 0EL's T0S°9¢r9 B8LSLE'9L
Lymbg S15U0TT Atnsdweyy teaf o 1goud 7 (sesso))  ynyoud wouy souatafj] nonewriL Souarmy A igauaq sauosoy uonenpaey wumnuard  spsunsnipy  eideo anyg
oL Suyronues o Jo st JoJ Joadssopy  spak soug pereudordde JO praUBmSERLAT spadalyg ang 1miden areyg ’

-UoN] ) DIqEINALY PN saalosn) UD 550] POIR[NLNIDIY

fmbg pa1omIsy

S0 (e Nlmooy

¥50] Jo Jyaud ) Ajuenbosqns
poIISSH oAl &) J[us Je) sesusdxa

IO 2U0OUT AU AIdWos
21RO parEEEUNdaY

80110 1joud o) Apuanbasqns
POIISE[OAT 04 301 [T e sosuadia

10 aureoug 0>_.m:u:8ﬁ_=_oo Ja)e pRjEILRISOY

{PAIUISL) STOT WEUIF(T TEIU 5 dULEg

porad oy aof ssof joyr -

savo.ffip HoNvIsuDY AONdLND -

stypd nojrongpas fo 1oaffo nopwzy.ionty -
nrawudinba puv uopd ‘Ariadosd

Jo vononieios no sufpny «

sitopd j1fanaq poufap fo ruateanspamal wo sso7 -

AUICOUT AATSUAAIAWI0D @BIOL

RIDJSUBL],

(pare)sad) STOZ Llenuep [ e sie ovpug

JOIHOD NOUIIOD daptin
suoypguian ss2sig fo 12

(1'Z 20N IUWSYRIEAE JO 190

(paprodar Spsnopand)
ST0Z Anmuep T 1u su asuveg

('poiBIs os1AISYIo ssoqun (1) BAFT [S[YINL Ul passaidya 21 snumowy)

9107 YIIINIDHEA 1€ AHANH MVHA HHL Y04
ALINOI NI SHONVHD 0 INAWALY.LS AALVAITOSNOD QdLICNY

SHIAVIAISANS SII ANV 'SV [AVNVS [VIVEINY A WISVE NVOOd NVINd



¢

“YSR{M L, ul pansst ARWSLIO SJUTUNR]S [RIOURUT] PAIRPLOSTCO 91} pue 1iodol 91]) JO TOHBISUE 20USITUSATIO))
'S1USTISYR)S [RIOUeUT) pajepI[osuod asaty] Jo ed [exdajn ue wuoy sajou Jurfuedutcsor oy,

T6+'688°FT  LSHF] FEOSLETT (STTeICs)  (SIO'€BC6Y)  SSHSIE (T1T'8rD A69P°LSE'D GREBCLLY 0TS 105959 88L'SLS 9T 9T0T LU TE JU 5L FUL|EF

(ozrsies) (D (szu'sigs)  (sz1BICS) - - - - - - - - popiad oy iof ssof 1oy -
®oz'gn) - {goz'al) - - - . (30Z°81) - - - - - sane.affip nopvisuv.y dovacing -
- - - - SZE61 - - - {sze'61l) - - - styo8 roypuppaa. fo paffz voyezdoup -

suandinba puv yuvpd “Spiodo.id
Jo voptunioag to sty -

zosen - {0z9s01) - - - - (ozo-s01) - - - - steopd j1fouaq pouyep Jo INomIINSVRIOL 110 SSOT -

. . : ' T auooi] oauoeIdinos @IoL
- - - 9ST'8K601 srsrsol) - - - - B - - ’ sIpjstre],
SHPTSE0L  RSH'PT LRGOTE0T (GSTEFGOT)  (FRIFSHS)  SSpsif (zobrotD (6#8° 187’1 FIT'8SLLT 0zTs T0S°96HD  8BL'SLS™OK (papeysan) 910 Laenuep e se axuequg

JOTRHO HOURIIGD J3p YT

(9569500 - 0869502)  CEroLst)  (L6L08€) - (Z000ED) - - - - - stuoysnyqo ssousng o tofly

(1°Z 210N atpnsar jo 1]
oilax jsmopaad,

18€°88¢'TT BSHPT CIGELELL (4115 /Xy1}] Ggeors SEFETT - (6¥8'1ST'D) PIZ'8SLLT 0ITs T0S'9Ek9 8BL'SLSOT 0107 h...m..-”.”. T m" 3”.:“_.“

Ambg - SISAIDI) Anxluey Jwakag nyeud # (gossop  pyoad won 20u212J T uonupsurl L, Louarm)  sueid jyotsq sanpsoy] wonen@Asy ummiakd  swalsnlpy  Epdes aneyg

o), Juponueo oy josouayd a0y Jyid ssop)  sgmwad Joud pajsudoadde 30 uSWRmSEAtIAL sampadalg anng mdes amyg

~uan o) {qEnqL;Y  ON HOATOEDL . . UD §50] PRIB[NUADDY
fHimby ) PRIRUIsDY i
£3880T POV -880] Jo 1o 07 Kusobasqng s50[ 10 1joud 07 Apuanbasgns
pPoIFIsER AL o T Jex) sastadxa DPayssERA o 10U [[ Jeu) sasuadya
Jo 200 Ak aliues 10 duicent dAUSIAdiOD Jat)ie paIBMIOOY

IR0 PIRILMIDY

("patmIs os1AUBY)O ssajun (1) BIFT [SD{N], UT passaidxa aie sjunowy)

OT0C JHIWHOHA [€ d4AaNAd IVHA FHLAOA
ALINOT NI SIONVHO A0 INAWHLY.LS A4.LVAITOSNOD aa.LIany

SHIIVIAISANS S.LI ANV "$'V [AVNVS FVIVEINY FA WISV NVOOd NVINd



DURAN DOGAN BASTM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARIES

AUDITED CONSOLIDATED STATEMENT OF CASH FL.OWS
FOR THE YEAR ENDED 31 DECEMBER 2016

(Amounts are expressed in Turkish Fira (TL) unless otherwise stated.)

As Restated
Current Period Prior Period
1 January- 1 January-
31 December 31 Pecember
A.Cash flow from operating activities Notes 2016 2015
Net (loss) for the year (5.318.126) (10.948.176)
- Adjustments related to depreciation and amortization 10-11 5.907.331 6.347.646
- Adjustments related to gain on sale of property, :
plant and equipment (net) 20 {69.469) (64.112)
- Adjustments related to provision for :
employment termination benefits 13 347.335 ©449.299
- Adjustments related to royalty provision 12 8.251 15.191
- Adjustments related to provision for
employment termination benefits 13 38.405 (6.046)
- Adjustments related to provision for doubtful receivables - 33.296
- Adjustments related to allowance for impairment of inventc 8 275.087 231.912
- Adjustments related to fax expenses / (income) 23 (215.365) 1.508.202
- Adjustments related to interest income 19 (146,018) (258.970)
- Adjustments related to interest expense .21 2.930.314 2.806.297
- Adjustments related to foreign exchange (income) /expenses . (1.754.808) (3.650.665)
- Adjustments related to unrealized net foreign :
exchange (losses)/gains 7.965.930 8.365.268
Total adjustments to net loss for the period 9.968.867 4.829.143
Changes in working capital
- Changes in trade receivables from related parties 10.696 {120)
- Changes in trade receivables 2.440.767 4.284.073
- Changes in inventories (5.662.183) 5.013.437
- Changes in other receivables and assets (2.401.252) (47.187)
- Changes in trade payables : 2.589.464 1.452.675
- Change in trade payables to related parties 127613 (40.727)
- Changes in payables related to employee benefits : 246.650 143.138.
- Changes in other payables and liabilities 677.509 100.709
7.998.131 15.735.140
- Royalty paid 12 (15191} (18.125)
- Bonus paid - (758.996)
- Interest paid ) : (2.337.278) (2.714.394)
- Interest received 19 146.018 258970
- Termination benefits paid ‘ 13 - (331911 . (291.731)
- Taxes paid . 23 (3.018) -
- Collections from doubtful receivables 6 - (25.000)
Net cash generated from operating activities 5.256.751 12,185.864

The accompanying notes form an integral part of these consolidated financial statements.
Convenience translation of the report and the consolidated financial statements originally issued in Turkish.
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DURAN POGAN BASIM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARY

AUDITED CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2016

(Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

As Restated
Current Period Prior Period
1 January- 1 January-
31 December 31 December
Notes 2016 2015
B.Cash flows from investing activities
- Proceeds from disposal of property,
plant and equipment 93.242 196.418
" - Payments for the purchase of tangible assets 10 (1.592.706) (1.205.106)
- Payments for the purchase of intangible assets 11 (156.449) (55.391)
, (1.655.913) (1.064.07%)
C.Cash flows from financing activities
- New borrowings 45.078.396 37.122.275
- Repayment of borrowings {46.580.298) . (45.645.097)
- Repayment of finance lease payables (6.362.492) (5.492.804)
- Change in factoring payables 1.064.600 713.800
- Change in other financial liabilities 479.214 977.341
(6.320.580) (12.324.485)
NET DECREASE IN CASH AND CASH
EQUIVALENTS BEFORE THE EFFECT OF
EXCHANGE RATE CHANGES (A+B+C) (2.719.742) (1.202.700)
D.EFFECTS OF EXCHANGE RATE CHANGES
ON CASH AND CASH EQUIVALENTS 830.734 1.135.636
NET DECREASE IN CASH AND CASH
"EQUIVALENT (A+B+C+D) (1.889.008) (67.064)
"E.CASH AND CASH EQUIVALENTS AT
THE BEGINNING OF THE PERIOD 28 10.612.034 10.679.098
CASH AND CASH EQUIVALENTS AT THE END OF
THE PERIOD (A+B:C+D+E) 28 8.723.026 10.612.034

The accompanying notes form an integral part of these consolidated financial statements.
Convenience translation of the report and the consolidated financial statements originally issued in Turkish.

7



DURAN DOGAN BASIM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

(Amounts' are expressed in Turkish Lira (TL) unless otherwise stated.)
ORGANIZATION AND OPERATIONS OF THE GROUP

Duran Dogan Basim ve Ambalaj Sanayi A.S. (“Company’™) and its Subsidiaris, Dudo Ithalat ve Ihracat
Pazarlama A.S. and Dudo UK Ltd., (together “Group™) is primarily carry out printing, cutting, gluing
and laminating processes over paper and cardboard in rolls and sheets, as well as over such materials as
any plastic materials, aluminum, metal, tin, etc., for production of any kind of packaging, and to sell, to
export and import the same, as well as to engage in and deal with other fields of activities set forth in its
Articles of Association.

Shares of the Company are reglstered with Capital Market Board (CMB) and are traded at Istanbul
Stock Exhange.

The Company has been established in 1975 and its headquarter is at Hadimkoy Mahallesi Mustafa Inan
Cad. No:41 Arnavutkoy / Istanbul, Turkey and its subsidiary is also located in Turkey.

Total mumber of personnel employed at Group as of 31 December 2016 is 245 (31 December 2015: 239, 31
December 2014; 238).

Major sharcholders of Company are LGR International Societe Anonyme (%29,46), Dikran Mihran
Acemyan (%9,76), Ibrahim Okan Duran (%8,92), Oktay Duran (%8,30) and Dikran Acemyan (%35).

As of 31 December 2016, 2015 and 2014, both main operating activities and direct or indirect
ownership shares of subsidiaries under full consolidation is demonstrated below.

31 December 2016 31 December 2015 31 December 2014

Direct Indirect Direct Indirect Direct Indirect

ownership  ownership ownership  ownership ownership  ownership
Subsidiary % % % % % Yo Business Line
Dudo Ithalat ve Ihracat 99,92 99,92 99,92 99,92 99,92 99,92 Domestic and
Pazarlama A.S. foreing trade of
Dudo UK Ltd. 100,00 100,00 100,00 100,00 100,00 100,00 printed and

. unprinted cardboard
boxes and bundles

Confirmation of Financial Statements

Consolidated financial statements were ratified by the Board of Directors and authorised for issue there
on 13 March 2017. The General Assembly of the Company has the authorlty to modify the consolidated
financial statements.
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DURAN DOGAN BASIM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

(Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

BASIS OF PRESENTATION OF THE CONSOLIDATED FINANCIAL STATEMENTS

Basis of Presentation

Statement of Compliance

Financial statements attached are prepaid in accordance with the June 13, 2013 and number 28786
declaration of Capital Markets Board (“CMB™) with the 5th item of the series number II, 14.1 “Rules of
Declaration related with the financial reporting in CMB (“Declaration™) and the Turkish Accounting
Standards/Turkish Financial Reporting Standards and the attachments and comments related with these
standards (TAS/TFRS) are based on,

In addition, financial statements and disclosures are presented in accordance with the format described
by CMB at 7 June 2013, '

The consolidated financial statements have been prepared on the historical cost basis. Historical cost is
generally based on the fair value of the consideration given in exchange for assets. :

Functional Currencvy

The individual financial statements of each Group entity are presented in the currency of the primary
economic environment in which the entity operates (its functional currency). Each entity's financial
position and results of operations are presented in TL which is the functional currency of the Group.

Preparation of Financial Statements in Hyperinflationary Periods

In accordance with the resolution numbered 11/367 dated 17 March 2005, the CMB stated that
companies operating in Turkey which prepare their financial statements in accordance with the CMB
Accounting Standards effective from 1 January 2005 are not subject to inflation accounting. Based on
that statement, TAS 29 “Financial Reporting in Hyperinflationary Economies™ is not applied starting’
from 1 January 2005 in the accompanying consolidated financial statements for the companies
registered in Turkey and functional currencies in TL.

Comparative Information and Restatement of Prior Period Consolidated Financial Statements

Group's consolidated financial statements have been prepared comparatively with the prior period for
allow the determination of financial position and performance trend. Comparative information is
reclassified when necessary and important differences are explained, in order to conform to the current
period financial statement’s presentation.

Business combinations under common control;

Business combinations under common control, out of scope of TFRS 3 “Business Combinations”. As
per the principle related to “Accounting for business combinations under common control” the Public
Oversight Accounting and Auditing Authority issued in the Official Gazette dated 21 July 2013, assets
and liabilities subject to business combinations included in the consolidated financial statements with
their book value. Business combinations under common conirol shall be accounted through restating
previous period’s financial statements via the pooling of interest method. Negative goodwill or goodwill
arising from this acquisition do not accounted in these consolidated financial statements. Retained
earnings of the acquired subsidiary accounted directly under equity as “Effect of Business Combinations
Under Common Control™.
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DURAN DOGAN BASIM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

(Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

BASIS OF PRESENTATION OF THE CONSOLIDATED FINANCIAL STATEMENTS
Basis of Presentation

Comparative Information and Restatement of Prior Period Consolidated Financial Statements (cont’d)

The Group has acquired the Dudo UK Ltd from the Mentor Associates Limited on 29 February 2016
amounting to GBP 1 (TL 4). As of acquisition date, total liabilities of Dudo UK exceed its total assets
amounting to TL 2.229.099. The acquisition accounted in accordance with business combinations under
common control and included in the consolidation comparatively. Consolidated statement of financial
position as of 31 December 2015 and 2014 and consolidated statement of profit or loss and statement of
cash flows for the year ended 31 December 2015 restated in accordance with this acquisition.

Previously -

Reported Prior Restasted

Period  Restatement Prior Period

31.12.2015 Effect 31.12.2015

Current Assets 45.503.128  (1.289.268) 44.213.860

Non-Current Assets 65.637.208 . - 65.637.208

Current Liabilities 51.583.604 731.426 52.315.030

Non-Current Liabilities 37.168.351 36.242 37.204.593

Equity 22.388.381  (2.056.936) 20.331.445

Net loss for the year (9.372.019)  (1.576.137) (16.948.156)

Loss per share {0,0057) (0,00066)
Previously :

Reported Prior Restasted

Period  Restatement Prior Period

31.12.2014 Effect 31.12.2014

Current Assets 48.495.484 (274.311) 48.221.173

Non-Current Assets 54.012.357 - 54.012.357

Current Liabilities 46.303.761 76.505 46.380.266

Non-Current Liabilities 41.528.442 - 41.528.442

Equity 14.675.638 (350.816) 14.324.822
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DURAN DOGAN BASIM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

(Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

BASIS OF PRESENTATION OF THE CONSOLIDATED FINANCIAL STATEMENTS (cont’d)

Basis of Presentation (cont’d)

Basis_of Consolidation

The consolidated financial staternents incorporate the financial statements of the Company and entities
controlled by the Company and its subsidiaries. Control is achieved when the Company: :

s  has power over the investee;
e i3 exposed, or has rights, to variable returns from its involvement with the investee; and
*  has the ability to use its power to affect its returns.

The Company reassesses whether or not it controls an investee if facts and circumstances indicate that
there are changes to one or more of the three elements of control listed above.

Consolidation of a subsidiary begins when the Company obtains control over the subsidiary and ceases
when the Company loses control of the subsidiary. Specifically, income and expenses of a subsidiary
acquired or disposed of during the year are included in the consolidated statement of profit or loss and
other comprehensive income from the date the Company gains control until the date when the Company
ceases to control the subsidiary.

Profit or loss and each component of other comprehensive income are attributed to the owners of the
Company and to the non-controlling interests. Total comprehensive income of subsidiaries is attributed
to the owners of the Company and to the non-controlling interests even if this results in the non-
controlling interests having a deficit balance,

When necessary, adjustments are made to the financial statements of subsidiaries to bring their
accounting policies into line with the Group’s accounting policies.

All intragroup assets and liabilities, equity, income, expenses and cash flows relating to transactions
between members of the Group are eliminated in full on consolidation.

11



2.2

23

24
(@)

(b)

DURAN DOGAN BASIM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

. (Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

BASIS OF PRESENTATION OF THE CONSOLIDATED FINANCIAL STATEMENTS (cont’d)
Changes in the Accounting Policies

Sigﬁificant changes in accounting policies are applied retrospectively and previous period financial
statements are readjusted. Group has not changed accounting policies because of the changes in current
period on standard.

Changes in the Accounting Estimates and Errors

If the application of changes to the accounting estimates affects the financial results of a specific year,
the accounting estimate change is applied in that specific year, if they affect the financial results of
current and following years; the accounting policy estimate is applied prospectively in the year in which
such change is made. There has been no significant change in the Group accounting estimates during the
current year.

New and Revised Turkish Financial Reporting Standards

Amendments to TFRSs affecting amounts reported and the disclosures in the consolidated
financial statements

None.

New and Revised TFRSs applied in 20016 with no material effect on the conselidated financial
statements .

Amendments to TAS 16 and TAS 38 Clarification of Acceptable Methods of Depreciation and
Amortisation ! -

Amendments to TAS 16 and TAS 41 Agriculture: Bearer Plants '

and amendments to TAS 1, TAS 17,

TAS 23, TAS 36 and TAS 40

Amendments to TFRS 11 and TFRS 1 Accounting for Acquisition of Interests in Joint operations *

Annual Improvements to 2011-2013 ' ’

Cycle TFRS 1°

Amendments to TAS | Disclosure Initiative °

Annual Improvements to 2012-2014

Cycle ~ TFRS 5, TFRS 7, TAS 34, TAS 19°

Amendments to TAS 27 Equity Method in Separate Financial Statements *

Amendments to TFRS 10 and TAS 28  Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture *
Amendments to TFRS 10, TFRS 12 Investment Entities: Applying the Consolidation Exception ?

. and TAS 28

TERS 14 Regulatory Deferral Accounts?

! Effective for annual periods beginning on or after 31 December 2015,
2 Effective for annual periods beginning on or after 1 January 2016,

12
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BASIS OF PRESENTATION OF THE CONSOLIDATED FINANCIAL STATEMENTS (cont’d)
New and Revised Turkish Financial Reporting Standards(cont’d)

New and Revised TFRSs applied in 2016 with no material effect on the consolidated financial
statements (cont’d)

Amendments to TAS 16 and TAS 38 Clarification of Acceptable Methods of Depreciation and
Amortisation

This amendment clarifies that that a depreciation method that is based on revenue that is generated by
an activity that includes the use of an asset is not appropriate for property, plant and equipment, and
introduces a rebuttable presumption that an amortisation method that is-based on the revenue generated
by an activity that includes the use of an intangible asset is inappropriate, which can only be overcome

-in limited circumstances where the intangible asset is expressed as a measure of revenue, or when it can

be demonstrated that revenue and the consumption of the economic benefits of the intangible asset are
highly correlated. The amendment also adds guidance that expected future reductions in the selling price
of an item that was produced using an asset could indicate the expectation of technological. or
commercial obsolescence of the asset, which, in furn, might reflect a reduction of the future economic
benefits embodied in the asset.

Amendments to TAS 16 and TAS 41 and Amendments to TAS 1, TAS 17, TAS 23, TAS 36 and

TAS 40 Agriculture: Bearer Plants

This amendment includes ‘bearer plants’ within the scope of TAS 16 rather than TAS 41, allowing such
assets to be accounted for a property, plant and equipment and measured after initial recognition on a
cost or revaluation basis in accordance with TAS 16, The amendment also introduces a definition of
‘bearer plants’ as a living plant that is used in the production or supply of agricultural produce, is
expected to bear produce for more than one period and has a remote likelihood of being sold as
agricuftural produce, except for incidental scrap sales, and clarifies that produce growing on bearer
plants remains within the scope of TAS 41.

Améndments to TAS 16 and TAS 41 also led to amendments in related provisions of TAS 1, TAS 17,
TAS 23, TAS 36 and TAS 40, respectively.

Amendments to TFERS 11 and TFRS 1 Accounting for Acquisition of Interests in Joint operations

This amendment requires an acquirer of an interest in a joint operation in which the activity constitutes a
business to:

»  apply all of the business combinations accounting principles in TFRS 3 and other TAS, except for
those principles that conflict with the guidance in TFRS 11,

® -disclose the information required by TFRS 3 and other TAS for business combinations.

Amendments to TFRS 11 also led to amendments in related provisions of TFRS 1.

Annual Improvements 2011-2013 Cycle

TFRS 1: Clarify which versions of TAS can be used on initial adoption (amends basis for conclusions
only). .

13
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BASIS OF PRESENTATION OF THE CONSOLIDATED FINANCIAL STATEMENTS (cont’d)
New and Revised Turkish Financial Reporting Standards{cont’d)

New and Revised TFRSs applied in 2016 with no material effect on the consolidated financial
statements (cont’d)

Amendments to TAS 1 Disclosure Initiative

This amendment addresses perceived impediments to preparers exercising their judgment in presenting
their financial reports.

Annual Improvements 2012-2014 Cycle
TFRS 5: Adds specific guidance in TFRS 5 for cases in which an entity reclassifies an asset from held
for sale to held for distribution or vice versa and cases in which held-for-distribution accounting is

discontinued.

TFRS 7: Additional guidance to clarify whether a servicing contract is contimiing involvement in a
transferred asset, and clarification on offsetting disclosures in condensed interim financial statements.

TAS 34: Clarify the meaning of “elsewhere in the interim report’ and require a cross-reference.

Annual Improvements to 2012-2014 Cycle also led to amendments in related provisions of TAS 19.
Amendments to TAS 27 Equity Method in Separate Financial Statements

This amendment permits investments in subsidiaries, joint ventures and associates to be optlonally
accounted for using the equity method in separate financial statements.

- Amendments to TFRS 10 and TAS 28 Sale or Contribution of Assets between an Investor and its

Associate or Joint Venture

This amendment clarifies the treatment of the sale or contribution of assefs from an investor to its
associate or joint venture.

Amendments to TFRS 10, TFRS 12 and TAS 28 Investment Entities: Appb:ing the Consolidation
Exception

This amendment addresses issues that have arisen in the context of applying the consolidation exception
for investment entities by clarifying the following points:

. The exemption from preparing consolidated financial statements for an intermediate parent entity
is available to a parent entity that is a subsidiary of an investment entity, even if the investment
entity measures all of its subsidiaries at fair value.

. A subsidiary that provides services related to the parent’s investment activities shonld not be
consolidated if the subsidiary itself is an investment entity.

- When applying the equity method to an associate or a joint venture, a non-investment entity

investor in an investment entity may retfain the fair value measurement applied by the associate or
joint venture to its interests in subsidiaries.

. An investment entity measuring all of its subsidiaries at fair value provides the disclosures
relating to investment entities required by TFRS 12.

14
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BASIS OF PRESENTATION OF THE CONSOLIDATED FINANCIAL STATEMENTS (cont’d)
New and Revised Turkish Financial Reporting Standards(cont’d)

New and Revised TFRSs applied in 2016 with no material effect on the consolidated financial
statements (cont’d)

TFRS 14 Regulatory Deferral Accounts

TFRS 14 Regulatory Deferral Accounts permits an entity, which is a first-time adopter of Turkish
Financial Reporting Standards to continue to account, with some limited changes, for ‘regulatory
deferral account balances’ in accordance with its previous GAAP, both on initial adoption of TFRS and
in subsequent financial statements.

TFRS 14 also led to amendments in related provisions of TFRS 1.

New and revised TAS in issue but not yet effective

TFRS 9 Financial Instruments !
TERS 15 Revenue from Contracts with Customers |

! Effective for annual periods beginning on or after | Janvary 2018.

TFRS 9 Financial Instrumenis

TFRS 9, issued by Public Oversight Authority (“POA™) in 2010, introduces new requirements for the
classification and measurement of financial assets. TFRS 9 is amended in 2011 to include requirements
for the classification and measurement of financial liabilities and for derecognition.

Revised version of IFRS 9 is issued by POA" in January 2017 mainly to include a) impairment -
requirements for financial assets and b) limited amendments to the classification and measurement
requirements by introducing a “fair value through other comprehensive income (“FVTOCI™)
measurement category for certain simple debt instruments.

~ TFRS 9 is effective for the annual periods beginning on or after 1 January 2018. Early adoption is

permitted unless before 1 February 2015.

15
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BASIS OF PRESENTATION OF THE CONSOLIDATED FINANCIAL STATEMENTS (cont’d)
New and Revised Turkish Financial Reporting Standards(cont’d)

New and Revised TFRSs applied in 2016 with no material effect on the consolidated financial
statements (cont’d)

TFRS 15 Revenue from Contracts with Customers

TERS 15 provides a single, principles based five-step model to be applied to all contracts with
customers.

The five steps in the model are as follows:

Identify the contract with the customer,

Identify the performance obligations in the contract,

Determine the transaction price,

Allocate the transaction price to the performance obligations in the contracts
Recognise revenue when the entity satisfies a performance obligation.

The Group evaluates the effects of these standards, amendments and improvements on the consolidated
financial statements.

Summary of Significant Accounting Policies

Revenue

Revenue is measured at the fair value of the consideration received or receivable. Revenue is reduced
for estimated or realized customer returns, discounts, commissions, rebates, and taxes related to sales.

Sale of Goods

Revenue from sale of goods is recognized when all the following conditions are satisfied:

e The Group transfers the buyer the significant risks and rewards of ownership of the goods,

e The Group retains neither continuing managerial involvement to the degree usually associated
with ownership nor effective control over the goods sold,

» The amount of revenue can be measured reliably,

¢ [t is probable that the economic benefits associated with the transaction will flow to the entity,
and

» The costs incurred or to be incurred in respect of the transaction can be measured reliably.

. Interest income:

Interest income from a financial asset is recognized when it is probable that the economic benefits will
flow to the Group and the amount of income can be measured reliably. Interest income is accrued on a
time basis, by reference to the principal outstanding and at the effective interest rate applicable, which is
the rate that exactly discounts estimated future cash receipts through the expected life of the financial
asset to that asset’s net carrying amount on initial recognition.

16
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BASIS OF PRESENTATION OF THE CONSOLIDATED FINANCIAL STATEMENTS (cont’d)
Summary of Significant Accounting Policies {(cont’d)
Inventories

Inventories are stated at the lower of cost or net realizable value. Costs, including an appropriate portion
of fixed and variable overhead expenses, are assigned to inventories according to their inventory classes
and valuation method of inventories is weighted average out method. Net realizable value represents the
estimated selling price which occurred in the ordinary course of business, less all estimated costs of
completion and costs necessary to make a sale. When the net realizable value of inventory is less than
cost, if the inventory is written down to the net realizable value and the expense is included in statement
of comprehensive income in the year the write-down or loss cccurred. When the circumstances that
previously caused inventories to be written down below cost no longer exist or when there is clear
evidence of an increase in net realizable value because of the changes in economic circumstances, the
amount of the write-down is reversed The reversal amount is limited to the amount of the initial write-
down.

Related Parties

A related party is a person or entity that is related to the entity that is preparing its financial statements.

a) A person or a close member of that person’s familv is related to a reporting entitv if that person:

i} has control or joint control over the reporting entity;

i) has significant influence over the reporting entity; or

iii) is a member of the key management personnel of the reporting entity or of a parent of the
reportlng entity.

b} An entity is related to a reporting entity if any of the following conditions applies:

(i} The entity and the reporting entity are members of the same group (which means that
cach parent, subsidiary and fellow subsidiary is related to the others).

(ii) One entity is an associate or joint venture of the other entity (or an associate or joint
venture of a member of a group of which the other entity is a member).

(iii) Both entities are joint ventures of the same third party.

(iv) One entity is a joint venture of a third entity and the other entity is an associate of the
“third entity. '

(v) The entity is a post-employment benefit plan for the benefit of employees of either the
reporting entity or an entity related to the reporting entity. If the reporting entity is itself
such a plan, the sponsoring employers are also related to the reporting entity.

(vi) The entity is controlled or jointly controlled by a person identified in (a).

(vii) A person identified in (a)(i) has significant influence over the entity or is a member of
the key management personnel of the entity (or of a parent of the entity).

A related party transaction is a transfer of resources, services or obligations between a reportlng entity
and a related party, regardless of whether a price is charged.

17



2.5

DURAN DOGAN BASIM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

(Amounts are expressed in Turkish Lira {TL) unless otherwise stated.)

BASIS OF PRESENTATION OF THE CONSOLIDATED FINANCIAL STATEMENTS (cont’d)
Summary of Significant Accounting Policies (cont’d)
Property, Plant and Equipment

Land and buildings held for use in the production or supply of goods or services, or for administrative
purposes, are stated in the consglidated statement of financial position at their revalued amounts, being
the fair value at the date of revaluation, less any subsequent accumulated depreciation and subsequent
accumulated impairment losses. The fair value at the date of revaluation is the estimated amount for
which a property conld be exchanged on the date of the valuation between a willing buyer and a willing
seller in an arm’s length transaction. Revaluations are performed with sufficient regularity such that the
carrying amounts do not differ materially from those that would be determined using fair values at the
end of each reporting period.

Any revaluation increase arising on the revaluation of such land and buildings is recognized in other
comprehensive income and accumulated in equity, except to the extent that it reverses a revaluation
decrease for the same asset previously recognized in profit or loss, in which case the increase is credited
to profit or loss to the extent of the decrease previously expensed. A decrease in the carrying amount
arising on the revaluation of such land and buildings is recognized in profit or loss to the extent that it
exceeds the balance, if any, held in the properties revaluation reserve relating to a previous revaluation
of that asset.

~ Properties in the course of construction for production, supply or administrative purposes are carried at

cost, less any recognized impairment loss. Cost includes professional fees and, for qualifying assets,
borrowing costs capitalized in accordance with the Group’s accounting policy. Such properties are
classified to the appropriate categories of property, plant and equipment when completed and ready for
intended use. Depreciation of these assets, on the same basis as other property assets, commences when
the assets are ready for their intended use.

Depreciation on revalued buildings is charged to profit or loss. On the subsequent sale or retirement of a
revalued property, the attributable revaluation surplus remaining in the properties revaluation reserve is
transferred directly to retained earnings.

Freehold land is not depreciated. Fixtures and equipment other than land are stated at cost less
accumulated depreciation and accumulated impairment losses.

Depreciation is recognized so as to write off the cost or valuation of assets, other than freehold land and
properties under construction, less their residual values over their useful lives, using the straight-line
method. The estimated useful lives, residual values and depreciation method are reviewed at the end of
each reporting period, with the effect of any changes in estimate accounted for on a prospective basis.

Assets held under finance leases are depreciated over their expected useful lives on the same basis as

. owned assets. However, when there is no reasonable certainty that ownership will be obtained by the

end of the lease term, assets are depreciated over the shortér of the lease term and their useful lives.
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BASIS OF PRESENTATION OF THE CONSOLIDATED FINANCIAL STATEMENTS (cont’d)
Summary of Significant Accounting Policies (cont’d)

Property, Plant and Equipment (cont’d)

An item of property, plant and equipment is derecognized upon disposal or when no future economic
benefits are expected to arise from the continued use of the asset. Any gain or loss arising on the

disposal or retirement of an item of property, plant and equipment is determined as the difference
between the sales proceeds and the carrying amount of the asset and is recognized in profit or loss.

Finance Lease Transactions

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks
and rewards of ownership to the lessee. All other leases are classified as operating leases.

Leases - the Group as lessor

Amounts due from lessees under finance leases are recognized as receivables at the amount of the
Group’s net investment in the leases. Finance lease income is allocated to accounting periods so as to
reflect a constant periodic rate of return on the Group’s net investment outstanding in respect of the
leases.

Rental income from operating leases is recognized on a straight-line basis over the term of the relevant
lease.

Initial direct costs incurred in negotiating and arranging an operating lease are added to the carrying
amount of the leased asset and recognized on a straight-line basis over the lease term.

Intangible assets

Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired separately are carried at cost less accumulated
amortization and accumulated impairment losses. Amortization is recognized on a straight-line basis
over their estimated useful lives. The estimated useful life and amortization method are reviewed at the
end of each reporting period, with the effect of any changes in estimate being accounted for on a
prospective basis.

Computer software

Acquired computer software licenses are capitalized on the basis of the costs incurred to acquire and
bring to use the specific software. These costs are amortized over their estimated useful lives.
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BASIS OF PRESENTATION OQF THE CONSOLIDATED FINANCIAL STATEMENTS (cont*d)
Summary of Significant Accounting Policies (cont’d)

Intangible assets (cont’d)

Internally-generated intangible assets — research and development expenditure

Expenditure on research activities is recognized as an experise in the period in which it is incurred.

An internally-generated intangible asset arising from development (or from the development phase of an
internal project) is recognized if, and only if, all of the following have been demonstrated:

= The technical feasibility of completing the intangible asset so that it wiﬂ be available for use or sale;
= The intention to complete the intangible asset and use or sell it;

= "The ability to use or sell the intangible asset;

® How the intangible asset will generate probable future economic benefits;

= The availability of adequate tebhnical, financial and other resources to complete the development
and to use or sell the intangible asset; and

* The ability to measure reliably the expenditure attributable to the intangible asset during its
development.

The amount initially recognized for internally-generated intangible assets is the sum of the expenditure
incurred from the date when the intangible asset first meets the recognition criteria listed above. Where
no internally-generated intangible asset can be recognized, development expenditure is recognized in
profit or loss in the period in which it is incurred.

Subsequent to initial recognition, internally-generated intangible assets are reported at cost less
accumulated amortization and accumulated impairment losses, on the same basis as intangible assets
that are acquired separately. -

Derecognition of intangible assets

An intangible asset is derecognized on disposal, or when no future economic benefits are expected from
use or disposal. Gains or losses arising from derecognition of an intangible asset, measured as the
difference between the net disposal proceeds and the carrying amount of the asset, are recognized in
profit or loss when the asset is derecognized.
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BASIS OF PRESENTATION OF THE CONSOLIDATED FINANCIAL STATEMENTS (conrt’d)
Summary of Significant Accounting Policies (cont’d)
Impairment of tangible and intangible assets other than goodwill

At the end of each reporting period, the Group reviews the carrying amounts of its tangible and
intangible assets to determine whether there is any indication that those assets have suffered an
impairment loss. If any such indication exists, the recoverable amount of the asset is estimated in order
to determine the extent of the impairment loss (if any). When it is not possible to estimate the
recoverable amount of an individual asset, the Group estimates the recoverable amount of the cash-
generating unit to which the asset belongs. When a reasonable and consistent basis of allocation can be
identified, corporate assets are also allocated to individual cash-generating units, or otherwise they are
allocated to the smallest group of cash-generating units for which a reasonable and consistent allocation
basis can be identified.

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for
impairment at least annually, and whenever there is an indication that the asset may be impaired.
Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in
use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate
that reflects current market assessments of the time value of money and the risks specific to the asset for
which the estimates of future cash flows have not been adjusted.

_If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying

amount, the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount.
An impairment loss is recognized immediately in profit or loss, unless the relevant asset is carried at a
revalued amount, in which case the impairment loss is treated as a revaluation decrease.

When an impairment loss subsequently reverses, the carrying amount of the asset (or a cash-generating
unit) is increased to the revised estimate of its recoverable amount, but so that the increased carrying
amount does not exceed the carrying amount that would have been determined had no impairment loss
been recognized for the asset (or cash-generating unit) in prior years. A reversal of an impairment loss is
recognized immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in
which case the reversal of the impairment loss is treated as a revaluation increase.

Borrowing Costs

All borrowing costs are recorded in the income statement in the period in which they are incurred.
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NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS
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(Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

BASIS OF PRESENTATiON OF THE CONSOLIDATED FINANCIAL STATEMENTS (cont’d)
Summary of Significant Accounting Policies (cont’d)

Financial Instruments

Financial assets

Group classified financial assets into the following specified categories: financial assets as “at fair value
through profit or loss” (FVTPL), ‘held-to-maturity investments’, ‘available-for-sale’ (AFS) financial
assets and ‘loans and receivables”. The classification depends on the nature and purpose of the financial
assets and is determined at the time of initial recognition. All financial assets are recognized and
derecognized on a trade date where the purchase or sale of a financial asset is under a contract whose
terms require delivery of the financial asset within the timeframe established by the market concerned,
and are initially measured at fair value, plus transaction costs except for those financial assets classified
as at fair value through profit or loss, which are initially measured at fair value.

Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments
and fixed maturity dates that the Group has the positive intent and ability to hold to maturity.
Subsequent to initial recognition, held-to-maturity investments are measured at amortized cost using the
effective interest method less any impairment.

Derecognition of financial assets

The Group derecognizes a financial asset only when the contractual rights to the cash flows from the
asset expire, or when it transfers the financial asset and substantially all the risks and rewards of
ownership of the asset to another party. If the Group neither transfers nor retains substantially all the
risks and rewards of ownership and continues to control the transferred asset, the Group recognizes its
retained interest in the asset and an associated Hability for amounts it may have to pay. If the Group
retains substantially all the risks and rewards of ownership of a transferred financial asset, the Group
continues to recognize the financial asset and also recognizes a collateralized borrowing for the
proceeds received,

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not’ quoted in an active market. Loans and receivables (including trade and other receivables, bank
balances and cash, and others) are measured at amortized cost using the effective interest method, less
any impairment. Interest income is recognized by applying the effective interest rate, except for short-
term receivables when the effect of discounting is immaterial.
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BASIS OF PRESENTATION OF THE CONSOLIDATED FINANCIAL STATEMENTS (cont’d)
Summary of Significant Accounting Policies (cont’d)
Financial Instruments {(cont’d)

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits and other short-term highly
liquid investments which their maturities are three months or less from date of acquisition and that are
readily convertible to a known amount of cash and are subject to an insignificant risk of changes in
value. The Group’s cash and cash equivalents are classified under the category of ‘Loans and
Receivables’.

Financial liabilities

Financial liabilities are initially measured at fair value. Financial liabilities other than fair value through
profit or loss are initially measured at fair value, net of transaction costs. Financial liabilities are
subsequently measured at amortized cost using the effective interest method, with interest expense
recognized on an effective yield basis.

Earnings per Share

Earnings per share disclosed in the accompanying consolidated statement of income is determined by
dividing net income by the weighted average number of shares in existence during the year concerned.

In Turkey, companies can raise their share capital by distributing “Bonus Shares™ to shareholders from
retained earnings. In computing earnings per share, such “bonus share™ distributions are assessed as
issued shares. Accordingly, the retrospective effect for those share distributions is taken into
consideration in determining the weighted-average number of shares outstanding used in this
computation.

Foreign currency transactions

The individual financial statemenis of each Group entity are presented in the currency of the primary
economic environment in which the entity operates (its functional currency). For the purpose of the
consolidated financial statements, the results and financial position of each entity are expressed in TL,
which is the functional currency of the Company, and the presentation currency for the consolidated
financial statements.

In preparing the financial statements of the individual entities, transactions in currencies other than TL
(foreign currencies) are recorded at the rates of exchange prevailing on the dates of the transactions. At
the end of each reporting period, monetary items denominated in foreign currencies are retranslated at
the rates prevailing at that date. Non-monetary items carried at fair value that are denominated in
foreign currencies are retranslated at the rates prevailing at the date when the fair value was determined.
Non-monetary items that are measured in terms of historical cost in a foreign currency are not
retranslated. '
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BASIS OF PRESENTATION OF THE CONSOLIDATED FINANCIAL STATEMENTS (cont’d)
Summary of Significant Accounting Policies {(cont’d) |

Foreign currency tfansactions {cont’d)

Exchange differences are recognized in profit or loss in the period in which they arise except for:

. Exchange differences on foreign currency borrowings relating to assets under construction for
future productive use, which are included in the cost of those assets where they are regarded as an
adjustment to interest costs on those foreign currency borrowings;

. Exchange differences on transactions entered into in order to hedge certain foreign currency risks
(see below for hedging accounting policies); and

Exchange differences on monetary items receivable from or payable to a foreign operation for
which settlement is neither planned nor likely to occur, which form part of the net investment in a
foreign operation, and which are recognized in the foreign currency translanon reserve and
recognized in profit or loss on disposal of the net investment.

Financial Statemetns of Associates, Subsidiaries and Joint Ventures Operaitng in Other Countries

Assets and liabilities of the Group’s foreign operations, are presented in TL considering exchange rates
valid at the reporting date. Income and expenses are translated by using the average rate calculated for
the year when the transaction occured, unless significant fluctuation has happened in exchange rates. In
case of any significant fluctuation in exchange rates, the transaction is translated by using the exchange
rate at the transaction date. The translation difference is accounted under comprehensive income as a
component of equity.

Events After the Reporting Period

Events after the reporting périod are those events that occur between the balance sheet date and the date
when the financial statements are authorized for issue, even if they occur after an announcement related
with the profit for the year or public disclosure of other selected financial information.

The Group adjusts the amounts recognized in its financial statements if adjusting events occur after the
balance sheet date.

Provisions, Contingent Liabilities and Assets

Provisions are recognized when the Group has a present obligation (legal or constructive) as a result of a
past event, it is probable that the Group will be required to setile the cbligation, and a reliable estimate can
be made of the amount of the obligation.

The amount recognized as a provision is the best estimate of the consideration required to settle the present
obligation at the end of the reporting period, taking into account the risks and uncertainties surrounding the
obligation. When a provision is measured using the cash flows estimated to settle the present obligation, its
carrying amount is the present value of those cash flows.
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BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS (cont’d)
Summary of Significant Accounting Policies (cont’d)
Provisions, Contingent Liabilities and Assets (cont’d)

When some or all of the economic benefits required to settle a provision are expected to be recovered from
a third party, the receivable is recognized as an asset if it is virtually certain that reimbursement will be
received and the amount of the receivable can be measured reliably.

Taxation and Deferred Taxes

Turkish tax legislation does not permit a parent company and its subsidiary to file a consolidated tax
return. Therefore, provisions for taxes, as reflected in the accompanying consolidated financial
statements, have been calculated on a separate-entity basis.

Tax expense form continues operation includes current year income tax expense and deferred income
tax (expense) / benefit.

Current tax

Current year income tax is based on taxable profit for the year. Taxable profit differs from profit as
reported in the income statement because it excludes items of income or expense that are taxable or
deductible in other years and it further excludes items that are never taxable or deductible. The
Group’s liability for current tax is calculated using tax rates that have been enacted or substantively
enacted by the balance sheet date.

Deferred tax

Deferred tax is recognized on differences between the carrying amounts of assets and liabilities in the
financial statements and the corresponding tax bases used in the computation of taxable profit, and are
accounted for using the balance sheet liability method. Deferred tax liabilities are generally recognized
for all taxable temporary differences and deferred tax assets are recognized for all deductible
temporary differences to the extent that it is probable that taxable profits will be available against
which those deductible temporary differences can be utilized. Such assets and liabilities are not
recognized if the temporary difference arises from goodwill or from the initial recognition (other than
in a business combination) of other assets and liabilities in a transaction that affects neither the taxable
profit nor the accounting profit.

Deferred tax liabilities are recognized for taxable temporary differences associated with investments in
subsidiaries and associates, and interests in joint ventures, except where the Group is able to control
the reversal of the temporary difference and it is probable that the temporary difference will not
reverse in the foreseeable future. Deferred tax assets arising from deductible temporary differences
associated with such investments and interests are only recognized to the extent that it is probable that
there will be sufficient taxable profits against which to utilize the benefits of the temporary differences
and they are expected to reverse in the foreseeable future.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period
in which the liability is settled or the asset realized, based on tax rates (and tax laws) that have been
enacted or substantively enacted by the balance sheet date. The measurement of deferred tax liabilities
and assets reflects the tax consequences that would follow from the manner in which the Group
expects, at the reporting date, to recover or settle the carrying amount of its assets and liabilities.
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BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS (cont’d)
Summary of Significant Accounting Policies (cont’d)
Taxation and Deferred Taxes (cont’d)

Deferred tax (cont 'd)

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current
tax assets against current tax liabilities and when they relate to income taxes levied by the same

‘taxation authority and the Group intends to settle its current tax assets and liabilities on a net basis.

Current and deferred tax for the period

Current and deferred tax are recognized as in profit or loss, except when they relate to items that are
recognized in other comprehensive income or directly in equity, in which case, the current and
deferred tax are also recognized in other comprehensive income or directly in equity respectively.
Where current tax or deferred tax arises from the initial accounting for a business combination, the tax
effect is included in the accounting for the business combination.

Employee Benefits

Termination and retirement benefits

Under Turkish law and union agreements, lump swn payments are made to employees retiring or
involuntarily leaving the Group. Such payments are considered as being part of defined retirement
benefit plan as per Turkish Accounting Standard No. 12 (revised) “Employee Benefits” (“TAS 197).

The retirement benefit obligation recognized in the consolidated statement of financial position
represents the present value of the defined benefit obligation. The actuarial gains and losses are
recognized in other comprehensive income.

Profit-sharing and bonus plans

The Group recognizes a liability and an expense for bonuses and profit-sharing, based on a formula that
takes into consideration the profit attributable to the company’s shareholders after certain adjustments.
The group recognizes a provision where contractually obliged or where there is a past practice that has
created a constructive obligation.

Statements of Cash Flows

In statement of cash flows, cash flows are classified according to operating, investing and financing
activities,

Share Capital and Dividends

Common shares are classified as equity. Dividends on common shares are recognized in equity in the
period in which they are approved and declared.

26



2.6

DURAN DOGAN BASIM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

(Alﬁounts are expressed in Turkish Lira (TL) unless otherwise stated.)

BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS (cont’d)
Critical Accounting Judgments and Key Sources of Estimation Uncertainty

Critical judgments in applving the Group’s accounting policies

In the process of applying accounting policies, which are described in Note 2.5, management has made

- the following judgments that have the most significant effect on the amounts recognized in the

consolidated financial statements.

Useful life of property plant and equipment

The Group amortized its property, plant and equipment based over the estimated useful life of asset that
stated in Note 10 and Note 11.

Impairment of inventories

The Group determined the inventories with net realizable values less than their costs and booked TL
275.087 inventory impairment provision in consolidated financial statements (2015: T1. 213.912; 2014:
TL 267.376).

Provision for doubtful receivables

When there is an indication that the Group will not be able to collect receivables, the Group forms
provision for doubtful receivables. The Group management booked TL 63.968 (2015: TL 63.968; 2014:
TL 450.813) doubtful receivable provision in 31 December 2016 consolidated financial statements.

Deferred tax

Deferred tax assets and liabilities are recorded using substantially enacted tax rates for the effect of
temporary differences between book and tax bases of assets and liabilities. Currently, there are deferred
tax assets resulting from operating loss carry-forwards and deductible temporary differences, all of
which could reduce taxable income in the future. Based on available evidence, both positive and
negative, it is determined whether it is probable that all or a portion of the deferred tax assets will be
realized. The main factors which are considered include future earnings potential; cumulative losses in
recent years; history of loss carry-forwards and other tax assets expiring; the carry-forward period
associated with the deferred tax assets; future reversals of existing taxable temporary differences; tax-
planning strategies that would, if necessary, be implemented, and the nature of the income that can be
used to realize the deferred tax asset. If based on the weight of all available evidence, it is the Group’s
belief that taxable profit will not be available sufficient to utilize some portion of these deferred tax
assets, then some portion of or all of the deferred tax assets are not recognized. The Group has not
recognized deferred tax assets and it is not apparent that taxable profit will be available sufficient to
recognize deferred tax assets. If future results of operations exceed the Group’s current expectations, the
existing unrecognized deferred tax assets may be recognized, resulting in future tax benefits.

Revaluation of land and building

Land and buildings are stated in the consolidated statement of financial position at their revalied
amounts and the assumptions used in the valuation disclosed in Note 10. Valuation report has been
prepared by CMB accredited independent valuation company, Adres Gayrimenkul Degerleme ve
Damsmanhk A.S.. :
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NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

(Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)
BUSINESS COMBINATIONS
During the year 2016, there is not any business combinations occurred which needs to be considered in

accordance with TFRS 3. Information regarding to acquire of Dudo UK which is accounted in
accordance with business combinations under common control detailed under Note 2.1.

OPERATION SEGMENTS
The Group started to apply TFRS 8 from 1 January 2013. The autohority who is responsible to take

decisions about Groups operating activities determines operating segments based on the management
reports reviewed regularly.

The reportable operating segments derive their revenue primarily from sales to Turkey, Middle East
countries, Africa, Europe, USA and Turkic Republics.

1 January - 31 December 2016

Middle East
and Asia Turkic _
Turkey Europe USA Affica Pasific Republics Total

Gross Sales  58.113.736  31.387.292 2.400.378  8.540.516 179.944 4.156.697 104.778.563

1 January - 31 December 2015

Middle East and
Turkey Europe USA Africa Turkic Republics ~ Total
Gross Sales  51.294.426  27.128.882 2.676.483 3.455.961 6.821.134 91.376.886
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DURAN DOGAN BASIM VE AMBALAJ SANAYT A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2016

(Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

RELATED PARTY DISCLOSURES

a) Receivables and payables from related parties:

31 December 2016

Receivables Liabilities Liabilities

Short Term Short Term Long Term

Balances with related parties Trade Trade Non-Trade
Other companies managed by main shareholder

Duran Makina San. ve Tic. A.S. - 6.212 -

LGR International Societe Anonyme (¥*) - 663.967 7.419.800

- 670.179 7.419.800

31 December 2015

Receivables Liabilities Liabilities

Short Term Short Term Long Term

Balances with related parties Trade Trade Non-Trade
Other companies managed by main shareholder

Duran Makina San. ve Tic. A.S. 10.696 - -

L.GR International Societe Anonyme (*) - 542.566 6.355.200

10.696 542.566 6.355.200

31 December 2014

Receivables Liabilities Liabilities

Short Term Short Term Long Term

Balances with related parties Trade Trade Non-Trade
Other companies managed by main shareholder

Duran Makine San. ve Tic. Ltd. Sti.(**) 10.576 2.087 -

LGR International Societe Anonyme (*) - 581.206 5.641.400

10.576 583.293 5.641.400

@) Long term non-trade payables to related party balance is related to debt accounted for 2.000.000
Euro debt with maturity date of 31 January 2019 and %3+12 Month EURIBOR interest rate,

which is provided by the entity's shareholder LGR International Societe Anonyme.

(**y  Starting from October 2014 Duran Makine San. ve Tic. Ltd. Sti. change of title to "Duran

Makina San.ve Tic. A.§.”.

Related party transactions are not subject to interest charge.
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RELATED PARTY DISCLOSURES (cont’d)

b) Purchases and sales from related parties:
1 January - 31 December 2016

Purchase of
goods and Sale of goods

Transactions with related parties services and services Interst expense
Other companies managed by main shareholder
Duran Makina San. ve Tic. A S. 119.304 - -
Lgr Emballages S.A.S. 69.560 - -
LGR International Societe Anonyme (¥*} 550.197 - 213.234

739.061 - 213.234

1 January - 31 December 2015
Purchase of

goods and  Sale of goods and Interst

Transactions with related parties services services expense
Other companies managed by main shareholder

Duran Makine San. ve Tic. Ltd. Sti. 122.224 22.500 -

LGR International Societe Anonyme (¥) 533.150 ~ 202.784

655.374 22.500 202.784

* L.GR International S.A. LGR International S.A. obtains consultancy fee caleulated from the 0.5
% of the Company’s revenue.

c) Compensation to key management consist of; Chairman of the Board, Vice President of Executive
Board, Other Executive Board Members, General Manager, Vice General Manager and Chief
Financial Officer. Short term benefits to senior management amount to TL 2.867.197 (31
December 2014: TL 2.340.297).

1 January- 1 January- 1 Jannary-
31 December 31 December 31 December
2016 2015 2014

Salary - 2.075.400 1.912.800 1.638.384
Bonus 345.900 318.800 273.063
Performance premium 464.814 352.144 209.880
Attandance fee 273.000 276.000 216.000
Other short term benefits 8.606 7.453 2.970
3.167.720 2.867.197 2.340.297

30



DURAN DOGAN BASIM VE AMBALAJ SANAYT A.S. AND ITS SUBSIDIARIES
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TRADE RECEIVABLES AND PAYABLES

a) Trade Receivables

The details of the Group’s trade receivables as of balance sheet date are as follows:

31 December 31 December 31 December

Short term trade receivables 2016 2015 2014
Trade receivables ' 18.591.634 18.042.255 17.991.946

Trade receivables from related parties (Note 5 ) - 10.696 10.576

Notes receivables 1.049.766 927.784 -

Provision for doubtful receivables (-) {63.968) (63.968) (450.813)

19.577.432 18.916.767 17.551.709

Average maturity days of trade receivables are 90 days for domestic costumers, 60 days for foreign
customers. As of 31 December 2016, provision for doubtful receivables is amounting to TL 63.968 (31
December 2015: TL 63.968; 31 December 2014: TL 450.813). Significant portion of doubtful
receivables belong to customers who have got into economic hardships in an unexpected way.

Allowance for doubtful receivables recorded for trade receivables have been determined due to past

experience of incidence of non-collection.

The movement of allowance for doubtful trade receivables of the Group is as follows

1 January- 117 anudry— 1 January-

31 December 31 December 31 December

Movements of provision for doubtful receivables 2016 2015 2014
Openning balance 63.968 450.813 459.370

.Charge for the period - 33.296 To-
Foreign currency translation effect : - - 1.365

Collections - (25.000) (9.922)

Provisions no longer required (*) - (395.141) -

Closing balance 63.968° 63.968 450.813

(*) According to decision taken by Board of Directors dated 2 April 2015, Entity decided to cancel out
both its doubtful receivables and related provisions due to not being able to collect the doubtful

amounts.
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TRADE RECEIVABLES AND PAYABLES (cont’d)

b) Trade Payables

Details of Group’s trade payables as of balance shect date are as follow:

31 December 31 December 31 December

Short term trade labilities 2016 2015 2014
Trade payables 15.412.283 10.737.933 6.000.926
Expense accruals 277.051 173.883 185.954
Payables to related parties (Note 5) 670.179 542.566 583.293
16.359.513 11.454.382 6.770.173

Average maturity days of payables for raw material is 120 days (2015 and 2014 : 120 days).

OTHER RECEIVABLES AND PAYABLES

31 December 31 December 31 December

Other current receivables 2016 2015 2014
Guarantees and deposits given 7.787 7.787 6.917
Receivables from personnel 38.620 15.596 56.635
46.407 23.383 63.552

31 December 31 December 31 December

Other current receivables 2016 2015 2014
CGuarantees and deposits given 7.787 7.787 6.917
Receivables from personnel 38.620 15.596 56.635
46.407 23.383 63.552

31 December 31 December 31 December

Other non current payables 2016 2015 2014
Other payables to related parties (*) 7.419.800 6.355.200 5.641.400

(*) Other payables to related parties represent the funds lent by LGR International Societe Anonyme’s
to the Group for EUR 2.000.000 with a due date of 31 January 2019 and an interest rate of 3%
+Euribor. ‘As of 31 December 2016, total interest accrued amount to EUR 61.586. (2015: EUR

65.757)
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OTHER RECEIVABLES AND PAYABLES (cont’d)

31 December 31 December 31 December
Other non-current receivables 2016 2015 2014
Receivables from personnel 154.266 142.265 56.066
Guarantees and deposits given 132.537 110.776 §9.830

286.803 253.041 145.896

INVENTORIES

Inventories are valuated at their cost value, and provision is booked for inventories with impaired in
value.

31 December 31 December 31 December

2016 2015 2014
Raw materials 6.346.262 4.740.764 6.775.868
Finished goods 12.144.916 8.298.277 11.532.864
Trade goods - 21.866 32.988
Provision for impairment of inventories (-) ' (275.087) (231.912) (267.376)

18.216.091 12.828.995 18.074.344

Movements in provision for impairment on inventory during periods ending at 31 December 2016, 2015
and 2014 are as follow: :

1 Jamuary- 1 Jannary- 1 January-

31 December 31 December 31 December

Movement of provision of impairment of inventory 2016 2015 2014
Openning balance (231.912) (267.376) (282.295)
Provisions released 231.912 267.376 282.295
Charge for the period _ (275.087) (231.912) (267.376)
Closing balance (275.087) (231.912) (267.376)

Provision for impairment of inventories booked under cost of goods sold.
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PREPAID EXPENSES AND DEFERRED INCOME

31 Decemb;r 31 December 31 December

Short term prepaid expenses 2016 2015 2014

Advances given to purchase inventory 813.664 395.840 669.875

Prepaid expenses 222.025 193.303 187.890

Business advances 4.500 4.500 4.500

Prepaid tax and funds 25.152 53.117 36.836

1.065.341 646.760 899.101

31 December 31 December 31 December

Short term deferred income 2016 2015 2014

Advances received 204.550 73.232 128.475

Deferred income 1.078.094 277.538 595.526

1.282.644 350.770 724.001

" 31 December 31 December 31 December

Long term prepaid expenses ' 2016 2015 2014
Prepaid expenses 18.025 66.047 -
18.025 66.047 -
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10.

DURAN DOGAN BASIM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

(Amounts are expressed in Turkish Lira {TL) unless otherwise stated.)

PROPERTY, PLANT AND EQUIPMENT (cont’d)

" Fair Value Measurments of Lands and Buildings owned by the Entity

Land and buildings held for use in the production or supply of goods or services, or for administrative
purposes, are stated in the consolidated statement of financial position at their revalued amounts, being
the fair value at the date of revaluation, less any subsequent accumulated depreciation and subsequent
accumulated impairment losses. Land and building acquired by financial leases revalued by an
independent valuation company, Adres Gayrimenkul Degerleme ve Damsmanlik A.S., dated 3 October
20135. Adres Gayrimenkul Degerleme ve Danigmanhk A.S. accredited by CMB and they have appropriate
qualifications and recent experience in the fair value measurement of properties in the relevant locations.

The fair value of the freghold land was determined based on the market comparable approach that reflects
Tecent transaction prices for similar properties. The fair value of the buildings was determined using the
cost approach that reflects the cost to a market participant to construct assets of comparable utility and
age, adjusted for obsolescence,

Details of the Group’s frechold land and buildings and information about the fair value hierarchy as at 31.
December 2016 is as follows: .

Fair value as at Reporting Date

31 December Level 1 Level 2 Level 3
2016 TL TL TL

Based on Hadumkéy Facility:
-Land 22.450.000 - 22.450.000 -
-Building 16.757.239 - 16.757.239 -

If lands and buildings were demonstrated as with their cost value, the related amounts would have been as
shown as below.

31 December 31 December 31 December
2016 2015 2014

Cost value - Land 4.965.000 4.965.000 4.965.000
Cost value - Building 15.297.018 15.297.018 15.802.471
Accumulated depreciation- Building (2.038.639) (1.746.260) (1.435.402)
Net book value 18.223.379 18.515.758 19,332,069
_ 31 December 31 December 31 December
Net book value of property, plants and equipments 2016 2015 2014

acquired by financial Jeases

Land 4.965.000 4.965.000 4.965.000
Buildings 13.335.945 13.639.034 13.942.124
Property, plants and equipments 5.707.795 10.750.223 12.351.911
24.008.740 29.354.257 31.255.035

37



DURAN DOGAN BASIM VE AMBALAJ SANAYI A.$. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

(Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

PROPERTY, PLANT AND EQUIPMENT (cont’d)

Useful lives of property, plant and equipment are as follow:

| Useful Life
Infrastructure and land improvements 10-50
Buildings 25-50
Property, plants and equipments 4-20
Vehicles 5
Furniture and fixtures 4-20
Leasehold improvements 5-9
INTANGIBLE ASSETS
" Capitalized
) development
Cost value Rights expenses Total
Openning balance at 1 Jannary 2016 3.168.471 187.930 3.356.401
Additions 156.449 - 156.449
Closing balance at 31 December 2016 3.324.920 187.930 3.512.850
Accumulated amortization
Operming balance at 1 January 2016 2.110.613 107.108 2.217.721
Charge for the period 190.107 - 190.107
Closing balance at 31 December 2016 2.300.720 107.108 2.407.828
Net book value at 31 December 2016 1.024.200 80.822 1.105.022
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DURAN DOGAN BASIM VE AMBALAJ SANAYT A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

(Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

INTANGIBLE ASSETS (cont’d)

Capitalized
development
Cost value Rights expenses Total
Openning balance at 1 January 2015 2.577.088 187.930 2.765.018
Transfers 535,992 - 535.992
Additions : 55.391 - 55,361
Closing balance at 31 December 2015 3.168.471 187.930 3.356.401
Accumulated amortization
Openning balance at 1 January 2015 1.942.566 53.554 1.996.120
Charge for the period : 221.601 - 221.601
Closing balance at 31 December 2015 2.164,167 53.554 2.217.721
Net book value at 31 December 2015 1.004.304 134.376 1.138.680

Depreciation and amortization expense amounted at TL 5.272.498 (2015: TL 5.743.564) has been
charged in “cost of goods sold”, TL 9.237 (2015: TL 9.716) in unused capacity expense under cost of
goods sold, TL 274.128 (2015: TL 264.815) in “marketing expenses” and, TL 351.468 (2015: TL

329.551) i “general administrative expenses™.

Useful lives of intangible assets are as follow:

Useful Life
Rights 3-15
Capitalized development expenses 5

PROVISIONS, CONTINGENT ASSETS AND LIABILITIES

31 December 31 December 31 December

Short term provisions 2016 2015 2014
Provision for royalties 8.251 15.191 18.125
8.251 15.191 18.125

Movement for royalty provision is as follow:
1 January- 1 January- 1 January- .

31 December 31 December 31 December

2016 2015 2014
Provision at 1 Jamiary 15.191 18.125 20017
Additions 8.251 15.191 18.125

Payments (15.191) (18.125) (29.917)
Provision at 31 December 8.251 15.191 18.125
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12.

DURAN DOGAN BASIM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

(Amounts are-expressed in Turkish Lira (TL) unless otherwise stated.)

PROVISIONS, CONTINGENT ASSETS AND LIABILITIES (cont’(i)
a) Guarantees given
The details of the guarantees given as of 31 December 2016, 2015 and 2014 are as follows:

31 December 31 December 31 December

2016 2015 2014

Export Credits 23.566.722 20.458.522 23.601.016
Custom Offices 32.679 32.679 32.679
Other organizations 85.000 56.000 56.000
23.684.401 20.547.201 23.689.695

As of 31 December 2016, besides the export credits given for discount loans mentioned above there are
personal sureties given for ongoing bank loans amounting to TL 11.904.102 (EUR 1.785.390, TL
5.280.482) (31 December 2015: TL 15.085.364 (EUR 3.959.021, TL 2.505.180), (31 December 2014: T1.
18.875.915 (EUR 6.337.404, TL 1.000.000)) (Not 25).

Rate of other GPM’s given by Group to owner’s equity is %0 (31 December 20 13 and 2014: %0).

TS Dollars

31 December 2016 TL Equivalent Euro TL
A. Total amount of GPM given by Group in
behaif of Entity - 23.684.401 - 6.285.000 367.679

B. Total amount of GPM on behalf of the
shareholders included in consolidation

C. Total amount of GPM that the Company has
given to provide the liabilities of 3rd parties to
perform ordinal activities - - - -

D. Total amount of other GPM given
i. Total amount of GPM given in behalf of
parent company - - - -
ii. Total amount of GPM that the Company has
given in behalf of Other Group Companies not

included in B and C items - - - .
i1, Total Amount of GPM that the Company

has given in behalf of third parties not included
in C item )

Total 23.684.401 6.285.000 367.679
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DURAN DOGAN BASIM VE AMBALAJ SANAYT A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

(Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

PROVISIONS, CONTINGENT ASSETS AND LIABILITTES (cont*d)

a) Guarantees given (cont’d)

31 December 2015 TL Equivalent 0> DOLlars

Euro

TL

A. Total amount of GPM given by Group in
behalf of Entity 20.547.231

B. Total amount of GPM on behalf of the
shareholders included in consolidation

C. Total amount of GPM that the Company has
given to provide the liabilities of 3rd parties to
perform ordinal activities - -

D. Total amount of other GPM given
i. Total amount of GPM given in behalf of
parent company - -
ii. Total amount of GPM that the Company has
given in behalf of Other Group Companies not

included in B and C items B B
iii. Total Amount of GPM that the Company

has given in behalf of third parties not included
in C item - -

6.270.000

623.679

Total 20.547.231

6.270.000

623.679

41



12.

DURAN DOGAN BASIM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

(Amounts are expressed in Turkish Lira (TL) unless otherwise staied.)

PROVISIONS, CONTINGENT ASSETS AND LIABILITIES (cont’d)

a) Guarantees given (cont’d)

31 December 2014

TL Equivalent

US Dollars

Euro

TL

A, Total amount of GPM given by Group in
behalf of Entity

B. Total amount of GPM on behalf of the
shareholders included in consolidation

C. Total amount of GPM that the Company has
given to provide the liabilities of 3rd parties to
perform ordinal activities

D. Total amount of other GPM given
i. Total amount of GPM given in behalf of
parent company
ii. Total amount of GPM that the Company has
given in behalf of Other Group Companies not

included in B and C items
ili. Total Amount of GPM that the Company

has given in behalf of third parties not included
in Citem

Total

b) Litigations

23.689.695

8.165.000

658.679

23.689.695

3.165.000

658.679

As of 31 December 2016, There are three reemployment lawsuits filed against the Company and as of
reporting date they are still continuing. According to the professional judgements of lawyer, the Company
is not expecting any cash outflow as of reporting date and thus no provisions have been booked in the

accompanying consolidated financial statements.

There is a lawsnit filed against to Arnavutksy Belediyesi due to the public works and as of reporting date
the lawsuit still contimuing. Other than this, there are several ongoing lawsuits against electricity
companies filed against by the Group regarding to electricity leakage.
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DURAN DOGAN BASIM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2016

{Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

PROVISIONS, CONTINGENT ASSETS AND LIABILITIES (cont’d)

¢) Rent Agreements

As at 1 Jamary 2013, the Group signed an agreement to rent the real estate addressed in Istanbul city,
Arnavutkdy district, Omerli Mabhallesi Sercan Sokak No: 8. The rental period is 5 years beginning from 1
Jammary 2013 and the rent for the five years was USD 2.134.800 at the beginning of the rental period. The
agreement has been revised as at 31 January 2014 due to decrease in value of TL against USD and 1 USD
fixed to TL 2,05 until end of 31 December 2015, 1 USD fixed to TL 2,60 until end of 31 December 2016,
1 USD fixed to 2,80 until end of 31 December 2017 due to the additional protocol. The leased real estate

is used as the second factory of the Group focus on micro corrugated case.

Non-cancellable operational lease
commitments

Within one year
Within 1- 5 years

EMPLOYEE BENEFITS

Payables to personnel
Social security contribution payable

Unused vacation accruals
Bonus provisions

The movement table of unused vacation accruals

Provision at 1 January
Charge for the period

31 December 31 December 31 December
2016 2015 2014
1.195.488 1.110.096 875.268
498.120 1.572.636 2.115.231
1.693.608 2.682.732 2.990.499
31 December 31 December 31 December
2016 2015 2014
781.166 600.593 490.977
372.448 306.371 272.849
1.153.614 906.964 763.826
31 December 31 December 31 December
2016 2015 2014
194.724 156.319 162.365
- - 758.996
194.724 156.319 921.361
31 December 31 December 31 December
2016 2015 2014
156.319 162.365 127.061
38.405 (6.046) 35.3(_14
194,724 156.319 162.365
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DURAN DOGAN BASIM VE AMBALAJ SANAYT A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSQLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

(Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

EMPLOYEE BENEFITS (cont’d)

Long term provisions for employee benefits

Provision for retirement pay liability:

Under Turkish Labor Law, the Group is required to pay employment termination benefits to each entitled
employee. Also, employees are entitled to be paid their retirement pay provisions who are retired by
gaining right to receive retirement pay provisions according to the prevailing 506 numbered Social
Insurance Law’s Article 60, as amended by 6 March 1981 dated, 2422 numbered and 25 August 1999
dated, 4447 numbered laws. Some transition provisions related to the pre-retirement service term were
excluded from the law since the related law was changed as of 23 May 2002.

The amount payable to the employee consists of one month worth salary limited to a maximum of TL
4.297,21 for each year of service at 31 December 2016 (2015: TL 4.092,53; 2014: TL 3.541,37).

Retirement pay liability is not subject to any kind of funding legally. Provision for retirement pay liability
is calculated by estimating the present value of probable liability amount arising due to retirement of
employees. TAS 19 Employee Benefits stipulates the development of company’s liabilities by using
actuarial valuation methods under defined benefit plans. In this direction, actuarial assumptions used in
calculation of total liabilities are described as follows:

The principal assumption is that the maximum liability for each year of service will increase parallel with
inflation. Thus, the discount rate applied represents the expected real rate after adjusting for the anticipated
effects of future inflation. Consequently, in the accompanying financial statements as at 31 December 2015,
the provision has been calculated by estimating the present value of the future probable obligation of the
Company arising from the retirement of the employees. The provisions at the respective balance sheet dates
have been calculated with the assumption of 4,48% real discount rate (31 December 2015: 3,61%; 31
December 2014: 2,42%) calculated by using 7% anmual inflation rate and 11,80% discount rate.
Estimated amount of retirement pay not paid due to voluntary leaves is also taken into consideration as
3,80 % for employees with 0-15 years of service, and 0% for those with 16 or more years of service,
Ceiling for retirement pay is revised semi-annually. Ceiling amount of TL 4.426,16 which is in effect
since 1 January 2017 is used in the calculation of Group’s provision for retirement pay liability.

As of 31 December 2016 2,52% of the employees leave the job with their own desires (2015: 2,52%;
2014: 2,57%).

The movement table of retirement pavment benefits

1 January- 1 January- 1 January-

31 December 31 December 31 December

2016 2015 2014

Provision at 1 January 2.994.246 1.968.997 1.602.685
Service cost 239.041 401.560 132.820
Interest cost 108.294 47.739 60.510
Retirement payment provision paid (331.911) (291.731) (138.174)
Actuarial losss 132.025 867.681 311.156
Provision at 31 December 3.141.695 2.994.246 1.968.997
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DURAN DOGAN BASIM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

(Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

EMPLOYEE BENEFITS (cont’d)

Long term provisions for employee benefits (cont’d)

Provision for retirement pay liabilitv: (cont’d)

The movement table of retirement payment benefits:

The principal assumptions used in the calculation of retirement pay liability are discount rate and anticipated
turnover rate.

If the discount rate had been %1 higher, provision for employee termination benefits would decrease by
TL 264.669. In the same way if the discount rate had been 1% lower, provision for employee termination
benefits would increase by TL 313.151.

If the anticipated turnover rate had been %1 lower while all other variables were held constant, provision for
employee termination benefits would decrease by TL 33.282. In the same way if the anticipated turnover
rate had been %1 higher while all other variables were hed constant, provision for employee termination
benefits would increase by TL 38.068.

OTHER ASSETS AND LIABILITIES

31 December 31 December 31 December

2016 2015 2014
Advances given 12.154 15.028 -
VAT return receivables 1.177.171 - 119.981 342.687
Blocked deposits (*) 1.922.481 1.050.912 610.682
3.111.806 1.185.921 953.369

™ Because of the nature of the ioans borrowed, 2,75 % of the loan amount is blocked in a deposit

account on behalf of the entity till the due date of the loans.

3] December 31 December 31 December

2016 2015 2014
Taxes and funds payable 593.045 - 869.807 443,113
593.045 869.807 443.113
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DURAN DOGAN BASIM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

(Amounts are expressed in Turkish Lira {TL) unless otherwise stated.)

SHARE CAPITAL, RESERVES AND OTHER EQUITY ITEMS

a)} Share Capital

As of 31 December 2016, 2015 and 2014 the share capital held is as follows:

31 December 31 December 31 December
Shareholders % 2016 % 2015 % 2014

LGR International Societe Anomyme %033,69 3.584.189 %33,69 5.584.189 %:29,46  4.882.533

Dikran Mihran Acemyan %9,76 1617436 %9,76 1.617.436 %9,76 1.617.436
Oktay Duran %38,30 1376.296  %8,30 1.376.296 %8,30 1.376.296
{brahim Okan Duran %7,95 1.318.179 %795 1.318.179 %8,92 1.478.793
Dikran Acemyan 25,00 828.984 %S3,00 828.984 %5,00 828.984
Other ‘ %35,30 5.850.704 %635,30 5.850.704  %038,56 6.391.746

%100 16.575.788 %100  16.575.788 %100  16.575.788

The total number of ordinary shares authorized is 1.657.578.750 shares (31 December 2015 and 2014:
1.657.578.750) with a par value of Kr 1 per share (31 December 2015 and 2014: Kr 1 per share).

b) Restricted Reserves Appropriated from Profit

31 December 31 December 31 December

2016 2015 2014
Lepal Reserves 325.455 325.455 325.455
325.455 325.455 325.455

According to Turkish Commercial Code, legal reserves consist of first and second legal reserves. The
first legal reserves, appropriated out of historical statutory profit at the rate of 5% per annum, until the
total reserve reaches 20% of the historical paid in share capital. The second legal reserve is
appropriated after the first legal reserves and dividends, at the rate of 10% per annum of all cash
distributions. -
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DURAN DOGAN BASIM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

{Amounts are expressed in Turkish Lira {TL) unless otherwise stated.)

REVENUE AND COST OF SALES

47

a) Sales 1 January- 1 January-
31 December 31 December
2016 2015
Domestic sales 58.113.736 51.294.426
Foreign sales 46.664.827 40.082.460
Sales returns (-) (690.136) (561.696)
Other discounts (-) {20.908) (944)
Sales discounts (-) {11.911) -
104.055.608 90.814.246
b) Cost of sales 1 January- 1 Janmary-
31 December 31 December
2016 2015
Raw materials used 55.837.650 50.782.765
Overhead expenses 11.512.534 10.850.611
Personnel expenses 11.810.717 10.423.569
Depreciation and amortization expenses ( Note 10, 11 ) 5.272.498 5.743.564
Change in finished goods (3.846.639) (3.234.587)
Cost of goods sold 80.586.760 74.565.921
Cost of merchandises sold (-) 848.969 1.901.797
Cost of other sales (-) ' 884.206 869.663
Idle capacity expenses 9.237 9.716
8§2.329.172 77.347.097
ADMINISTRATIVE EXPENSES AND MARKETING EXPENSES
1 January- 1 January-
31 December 31 December
. 2016 2015
General administrative expenses 8.447.902 7.420.481
Marketing expenses 7.832.168 5.427.897
' 16.280.070 12.848.378
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DURAN DOGAN BASIM VE AMBALAJ SANAYT A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2016

{Amounts are expressed in Turkish Lira (TL}) unless otherwise stated.)

ADMINISTRATIVE EXPENSES AND MARKETING EXPENSES (cont’d)

a) Details of General Administrative Expenses

Personnel expenses

Financial and legal consulting expenses
Comission expenses

Motor vehicle expenses

Depreciation and amortization expenses { Note 10,11 )
Information technologies expenses
Travelling expenses

Accomodation expenses

Legal and notary expenses

Subscription expenses

Communication and transportation expenses
Services received from subcontractors
Education expenses

Provison for doubtful receivables (Not: 6)
Other expenses

b} Details of marketing expenses

Foreign transportation expenses

Personnel expenses

Domestic transportation expenses
Accomodation expenses

Export commission expenses

Depreciation and amortization expenses ( Note 10,11 )
Communication and transportation expenses
Motor vehicle expenses

Travelling expenses

Royalty expenses

Cost of samples used

Services received from subcontractors
Other expenses

48

1 January- 1 January-
31 December 31 December
2016 2015
5.485.489 4.729.417
633.269 469.137
550.197 430.377
376.353 373.559
351.468 329.551
200.274 284.709
197.475 150.738
107.415 120.684
67.067 23.081
64.622 63.813
42,718 49,763
47.005 37.016
180 14.484

- 63.968

324.370 280.184
8.447.902 7.420.481
1 January- 1 Janwary-
31 December 31 December
2016 2015
3.231.089 2.072.895
1.602.722 1.005.880
1.203.628 1.177.424
401.762 92313
329.368 194.936
274.128 264.815
142.780 96.773
127.822 121.301
106.851 94.706
68.649 60.801
8.186 10.780
8.872 7.272
326311 228.001
7.832.168 5.427.897
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DURAN DOGAN BASIM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

{Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

EXPENSES BY NATURE

Personnel expenses

Foreign transportation expenses
Domestic transportation expenses
Financial and legal consulting expenses
Depreciation and amortization expenses
Comission expenses

Accomodation expenses

Motor vehicle expenses

Export commission expenses
Travelling expenses

Information technologies expenses
Communication and transportation expenses
Royalty expenses

Legal and notary expenses

Subscription expenses

Services received from subcontractors
Cost of sampies used

Other expenses

1 January- 1 January-
31 December 31 December
2016 2015
7.088.211 5.735.297
3.231.089 2.072.895
1.203.628 1.177.424
633.269 469.137
625.596 594.366
550.197 430.377
509.177 212.997
504.175 494860
329.368 194.936
304.326 245 444
200.274 284,709
185.498 146.536
68.649 60.801
67.067 23.081
64.622 63.813
55.877 44.288
8.186 10.780
650.861 586.637
16.280.070 12.848.378

INCOME AND EXPENSES FROM OPERATING ACTIVITIES

The details of other income from operating activities for the years ended 31 December 2016 and

2015 are as follow:

Foreign exchange gains from operations
Late charges and interest income

. Interest income from time deposits

Other income

1 Jannary- 1 January-
31 December 31 December
2016 2015
8.361.877 10,794,743
1.727.695 1.564.083
146.018 258.970
401.091 358,974
10.636.681 12.976.770
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DURAN DOGAN BASIM VE AMBALAJ SANAY] A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

(Amounts are expressed in Turkish Lira {TL) unless otherwise stated.)

INCOME AND EXPENSES FROM OPERATING ACTIVITIES (cont’d)

The details of other expense from operating activities for the years ended 31 December 2016 and

2015 are as follow:

1 January- 1 January-
31 December 31 December
2016 2015
Foreign exchange losses from operations 6.607.068 6.900.755
Late charges and inferest expense 865.563 501.095
Other expenses 115.427 166.703
7.588.058 7.568.553

INCOME AND EXPENSES FROM INVESTMENTS ACTIVITIES

The details of income from investments aciivities for the years ended 31 December 2016 and 2015

are as follow:

1 Janvary- 1 January-

31 December 31 December

Income from Investing Activities 2016 2015
Gain on disposal of property, plant and equipment . 69.469 64.708
69.469 64.708

The details of expense from investments activities for the years ended 31 December 2016 and 2015

are as follow:

1 Januvary- 1 January-

31 December 31 December

Expenses from investing activities 2016 2015
Loss from disposal of property, plant and equipment - 596
- 596
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DURAN DOGAN BASIM VE AMBALAJ SANAYT A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2016

(Amounts are expressed in Turkish Lira (TL} unless otherwise stated.)

FINANCIAL INCOME / (EXPENSES)

Financial income / (expenses), net

Interest expenses
Foreign exchange expenses / (income),(net)
Other finance expenses

OTHER COMPREHENSIVE INCOME ELEMENTS

Properties revaluation reserves
Accumnulated loss on remeasurement of benefit plans
Foreign currency translation reserve

Properties revaluation reserves

Balance at the beginning of the year
Increase arising on revaluation of properties

Deferred tax lability arising on revaluation

Transferred to retained earnings
Balance at the end of the year

Accumulated loss on remeasurement of benefit plans

Balance at the beginning of the year
Change in current period

Deferred tax asset

Balance at the end of the year
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1 January- 1 January-
31 December 31 December
2016 2015
2.930.314 2.806.297
10.602.583 12.166.701
565.052 558.076
14.097.949 15.531.074
31 December 31 December
2016 2015
17.738.889 17.758.214
(1.357.469) (1.251.849)
(148.210) {130.002)
16.233.210 16.376.363
1 January- 1 January-
31 December 31 December
2016 2015
17.758.214 -
- 18.927.442
- (1.162.738)
{19.325) (6.490)
17.738.889 17.758.214
1 January- 1 January-
31 December 31 December
2016 2015
{1.251.849) (557.704)
(132.025) (867.681)
26.405 173.536
(1.357.469) (1.251.849)




23.

DURAN DOGAN BASIM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2016

(Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

INCOME TAXES (INCLUDING DEFERRED TAX ASSETS AND LIABILITIES)

31 December 31 December
2016 2015

Current tax liability 7
Current corporate tax provision 6.807 -
Less: prepaid taxes and fuds (3.018) -
3.789 -
1 January- 1 January-
31 December 31 December
Tax expense consists of below: 2016 2015
Current tax expense 6.807 -
Deferred tax (income) / expense (222.172) 1.508.202
(215.365) 1.508.202

Corporate Tax

The Group is subject to Turkish corporate taxes. Provision is made in the accompanying financial
statements for the estimated charge based on the Group’s results for the years and periods. Turkish tax
legislation does not permit a parent company and its subsidiary to file a consolidated tax return.
Therefore, provisions for taxes, as reflected in the accompanying consolidated financial statements,
have been calculated on a separate-entity basis.

Corporate tax is applied on taxable corporate income, which is calculated from the statutory
accounting profit by adding back non-deductible expenses, and by deducting dividends received from
resident companies, other exempt income and investment incentives utilized,

The effective tax rate in 2016 is %20 (2015: %20) for the Group.
The effective tax rate in UK in 2016 is %20 (2015 and 2014: %20).

In Turkey, advance tax returns are filed on a quarterly basis. Advance corporate income tax rate
applied in 2016 is %20. (2015: %20).

Losses can be carried forward for offset against future taxable income for up to 5 years. However,
losses cannot be carried back for offset against profits from previous periods.

Furthermore, there is no procedure for a final and definitive agreement on tax assessments. Companies
file their tax returns between 1-25 April following the close of the accounting year to which they
relate. Tax authorities may, however, examine such returns and the underlying accounting records and
may revise assessments within 5 years.
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DURAN DOGAN BASIM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

{Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

INCOME TAXES (INCLUDING DEFERRED TAX ASSETS AND LIABILITIES) (cont’d)

Income Withholding Tax

In addition to corporate taxes, companies should also calculate income withholding taxes and funds
surcharge on any dividends distributed, except for companies receiving dividends who are Turkish
residents and Turkish branches of foreign companies. Income withholding tax applied in between 24
April 2003 ~ 22 July 2006 is %10 and commencing from 22 July 2006, this rate has been changed to
%13 upon the Council of Minister’s’ Resolution No: 2006/10731. Undistributed dividends
incorporated in share capital are not subject to income withholding tax.

Withholding tax at the rate of %19,8 is still applied to investment allowances relating to investment
incentive certificates obtained prior to 24 April 2003. Subsequent to this date, the investments without
investment incentive certificates do not qualify for tax allowance,

Investment Incentives

The revoked phrase “only attributable to 2006, 2007 and 2008 stated in Provisional Article 69 of
Income Tax Law No: 193 with the effect of Article 5 of Law No: 6009 after having published in the
Official Gazette No: 27639 as at 1 August 2010 and the Constitutional Court’s issued resolution no:
2009/144 published in the Official Gazette as at 8 January 2010 has been revised. The revised
regulation allows companies to continue to benefit from the exception of undeductible and carry
forward investment incentive due to insufficient earnings irrespective of having any time constraints.
However, deductible amount for investment incentive exception used in the determination of tax base
cannot exceed %25 of the related period’s income. In addition, companies that opt to use the
investment incentive exemption are allowed to apply %20 of income tax, instead of %30 under the
related revised regulation.

The additional paragraph to Provisional Article 69 included in accordance with Law No:6009, which
is related to the %235 threshold and requires the incentive amount that will be subject to investment
incentive exemption in determining tax base cannot exceed %25 of the respective income, has been
revoked based on the ground that it is contrary to the Constitution upon the Constitutional Court’s
resolution No: E. 2010/93 K. 2012/20 (“stay of execution™) issued on 9 February 2012 and published
in the Official Gazette No: 28208 on 18 February 2012, The related Constitutional Court’s decision
was published in the official Gazette No: 28719 as at 26 July 2013.

Investment incentives that the Company can offset from profit is TL 1.403.837 (31 December 2015
and 2014: TL 1.403.837), and all amount of this balance is considered in deferred tax calculation, The
all amount refers to the investment incentive exemption (31 December 2015 and 2014: All with
exemptions. In case the investment incentive exemption is utilized the tax liability rate of %19,8 will
be applied. Therefore, %0,2 (%620-%19,8) deferred tax calculated on investment incentives exemption.
%20 deferred tax calculated on the investment incentives with no exemption.

Deferred Tax

The Group recognizes deferred tax assets and liabilities based upon temporary differences arising
between its financial statements as reported for TFRS purposes and its statutory tax financial
staternents. These differences usually result in the recognition of revenue and expenses in different
reporting periods for TFRS and tax purposes and they are given below.

For calculation of deferred tax asset and liabilities, the rate of %20 is used (31 December 2015 and
2014: %20).
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DURAN DOGAN BASIM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

(Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

INCOME TAXES (INCLUDING DEFERRED TAX ASSETS AND LIABILITIES) (cont’d)

As at 31 December 2016, the Group has unused tax losses of TL 10.876.018 available for offset
against firture profits. In the accompanying consolidated financial statements no deferred tax assets

recognized regarding to unused tax losses. Unrecognized tax losses will expire as follows;

31 December 31 December 31 December
2016 2015 2014
Expiring in 2021 3.954.296 - -
Expiring in 2020 3.386.991 6.773.981 -
Expiring in 2018 3.534.732 7.069.463 7.069.463
10.876.018 13.843.444 7.069.463
Temporary timing differences taken as a basis for 31 December 31 December 31 December
deferred tax 2016 2015 2014
- Investment incentive-witholdings (*) 1.522.900 1.522.900 1.403.837
- Depreciation and amortization differences of
property, plants and equipments and
other intangible assets 2.270.271 2.270.271 1.175.260
- Provisions for employment termination benefits 3.141.695 2.994.246 1.968.997
-Discount expenes - - 140.698
- Unused vacation pay accruals 194.724 156319 162.365
- Provision for impairment of inventories 275.087 231.912 267.376
- Provision for doubtful - - - 36.588
- Deferred tax income adjustment 66.048 287.621 (40.740)
- Discount income - - (59.002)
- Prepaid expenses adjustment 127.720 . 150.564 183.097
- Revaluaticn of land and building (18.945.221) (18.945.221) -
- Accumulated tax losses 10.876.018 13.843.444 7.069.463
- Other 263.189 {240.320) 173.433
{207.569) 2.271.736 12.481.372
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NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

(Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

INCOME TAXES (INCLUDING DEFERRED TAX ASSETS AND LIABILITIES) (cont’d)

31 December 31 December 31 December
Deferred tax assets/(liabilities) 2016 2015 2014
- Investment incentive-witholdings (*) 3.046 2.808 2.808
- Depreciation and amortization differences of
property, plants and equipments and
other intangible assets 454.054 307.227 235.052
- Provisions for employment termination benefits 628.339 598.849 393,799
-Discount expenses - - 16.340
- Unused vacation pay accruals 38.945 31.264 32.473
- Provision for impairment of inventories 55.017 46.382 53.475
- Deferred tax income adjustment 13.210 57.524 (8.148)
- Prepaid expenses adjustment 25.544 30.113 36.619
- Revaluation of land and building (1.166.294) (1.166.294) -
- Accumulated tax losses 2.175.203 2.768.689 1.413.893
- Other 52.639 {(48.064) 34.686
2.279.703 2.628.498 2.218.315
Provision for deffered tax assets (2.313.771) (2.911.143) -
(34.068) (282.645) 2.218.315
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™ In case of using withholding tax investment incentive there will be 19,8 % taxation, therefore,
deferred tax effect of this item is 0,2 %.

1 January- 1 January-
31 December 31 December
Movement of deferred tax assets 2016 2015
Openning balance at 1 January (282.645) 2,218.315
Charged to statement of profit and loss 222172 (1.508.202)
Charged to equity 26.405 {992.758)
" Closing balance as at 31 December {34.068) {282.645)
31 December 31 December 31 December
2016 2015 2014
Deffered Tax Asset 12.735 10.255 2.218.315
Deffered Tax Liabilities (46.803) {292.900) -
{34.068) (282.645) 2.218.315
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DURAN DOGAN BASIM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2016

(Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

INCOME TAXES (INCLUDING DEFERRED TAX ASSETS AND LIABILITIES) (cont’d)
Reconciliation of tax expense with profit for the period is as follows:

Reconciliation of taxation:

(Loss) / profit before taxation
Income tax rate 20% (2015: 20:%)
Tax effects of:

- non deductible expenses

- unrecognized tax losses as deferred tax asset
- accurnulated tax losses used in current period
- change in deferred tax asset provision

- other

Income tax expense in statement of profit or loss

Income tax recognized in equity

Deferred tax

Recognized in equity:
-Properties revaluation reserves
-Actuarial gain

Total income tax recognized in equity

1 January- 1 January-
31 December 31 December
2016 2015
{5.533.491) (9.439,974)
1.106.698 1.887.995
(79.301) (135.110)
(813.965) (3.112.911)
(2.844) Co-
3.887 (142.454)
5.890 (5.722)
215.365 (1.508.202)

1 Janwary- 1 January-

31 December 31 December

2016 2015

- (1.162.738)

26.405 173.536

26.405 {989.202)

Tax Effects related to components of Other Comprehensive Income:

Actuarial loss on post employee benefit obligations
Other comprehensive income

Gains on revaluation of property, plant and equipment

Actuarial loss on post employee benefit obligations
Other comprehensive income

56

1 January - 31 December 2016

Before Tax Tax (Expense))  Net of Tax
Amount Income Amount
(132.025) 26,405 {105.620)
(132.023) 26.405 (105.620)

1 January - 31 December 2015

Before Tax  Tax (Expense)/  Netof Tax
Amount Income Amount
18.945.221 (1.162.738) 17.782.483

(867.681) 173.536 (694.145)
18.077.540 { 989.202) 17.088.338
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DURAN DOGAN BASIM VE AMBALAJ SANAYT A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2016

(Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

EARNINGS /(LOSS) PER SHARE

As of 31 December 2016 and 2015, the Group’s weighted average number of shares and computation

of earnings per share set out here are as follows:

Average number of shares outstanding during the period

31 December

1 January-

2016

1 January-

31 December

2015

1.657.578.750

1.657.578.750

Net (loss} for the period attributable to owners (5.318.125) (10.948.156)
(Loss) per share (0,0032) (0,0066)
FINANCIAL LIABILITIES
a) Bank Loans
31 December 31 December 31 December
Financial liabilities 2016 2015 2014
Short term bank loans 31.923.533 23.502.325 24.639.981
Short term portion of long term loans 4.222.063 7.717.838 6.777.287
Short term leasing payables 6.217.755 5.847.609 4.787.114
Other financial liabilities 1.949.803 1.470.589 493.248
Total short term financial liabilities 44.313.154 38.538.361 36.697.630
Long term bank loans 1.454.807 4.862.347 11.167.210
Long term leasing payables 21.258.594 22.633.833 22.750.835
Total long tenm financial liabilities 22.713.401 27.496.200 33.918.045
Total financial iabilities 67.026.555 66.034.561 70.615.675
Weighted average effective 31 December 2016
Currency Interest Rate Short Term Long term
TL %13,39 7.644.945 -
EUR %]1,60 28.500.651 1.454.807
36.145.596 1.454.807
Weighted average effective 31 December 2015
Currency Interest Rate Short Term Long term
TL %12,17 2.505.180 -
EUR %2,08 28.714.983 4.862.347
31.220.163 4.862.347
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DURAN DOGAN BASIM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

{Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

25. FINANCIAL LIABILITIES (cont’d)
a) Bank Loans (cont’d)

Weighted average effective 31 December 2014
Currency Interest Rate Short Term Long term
TL %10,22 1.500.000 -
EUR %2,51 . 29.917.268 11.167.210
31.417.268 11.167.210
Maturitics of bank loans are as follow: 31 December 31 December 31 December
2016 2015 2014
Within 1 year 36.145.596 31.220.163 31.417.268
Within 1 - 2 years 1.454.807 2.885.429 7.499,750
Within 2 - 3 years - 1.246.070 2.561.345
Within 3 - 4 years - 730.848 - 1.106.115

37.600.403 36.082.510 42.584.478

As of 31 December 2016, the amount of Guarantees given related to ongoing bank loans is TL
35.220.824. TL 23.316.722 of the total amount consist of guarantee letters and rest of the remaining
amount to TL 11.904.102 consist of shareholders personal sureties (31 December 2015: TL
20.458.522 Guarantee Letters, TL 15.085.364 Personal Sureties TL; 31 December 2014: TL
23.601.016 Guarantee Letters, TL 18.875.915 Personal Sureties) (Not 12).

Except the guarantee letters mentioned above; because of the characteeristic of discount loans used by
the entity, on behalf of the entity, the amount of TL 1.922.481 in bank accounts is blocked by a rate of
2,75% until the maturity date (31 December 2015: TL 1.050.912; 31 December 2014: TL 610.682).

b} Financial Lease Payables (cont’d)

Present Value of Minumum
Minumum Lease Payments Lease Payments

31 December 31 December 31 December 31 December 31 December 31 December

Financial lease payables 2016 2015 2014 2016 2013 2014
Within one year 7.674.136 7404156 6.436.196 6.217.755 5.847.609 4.787.114
In the two to ten years 23.450.816 25.649.202 26.409.281 21,258.594 22.633.853 22.750.835

31.124.952 33.053.358 32.845.477 27476.349 28.481.462 27.537.949

Less: Future finance charges (3.648.603)  (4.571.896) (5.307.528)
Present value of financial lease )
payables 27.476.349 28.481.462 27.537.949

Less: Amounts due to settlement
within twelve months (disclosed in

2
current liabilities) (6.217.755)  (5.847.609)  (4.787.114)

Amounts due for settlement after 12

21.258.594 22.633.853 22.750.835
months
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DURAN DOGAN BASIM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 PECEMBER 2016

(Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

FINANCIAL LIABILITIES (cont’d)

b} Financial Lease Payables (cont’d)

31 December 2016

Currency Interest Rate Short Term Long term
UsD %5,9-%7,5 5.214.601 21.258.594
EUR %4,5-%7.5 1.003.154 -
6.217.755 21.258.554

31 December 2015
Currency Interest Rate Short Term Long term
USD %5,9-%7,5 4.267.098 21.774.633

EUR %4,5-%7,5 1.580.511 859.220

5.847.609 22.633.853

Weighted average effective 31 December 2014
Currency Interest Rate Short Term Long term
TL %0 36.977 -
USD %5,9-%7,5 3.133.343 20.684.925
EUR %4,5-%7,5 1.616.794 2.065.910
4.787.114 22.750.835

Finance leases relate to mamufacturing equipment with lease term of 10 years and other machine and
equipment with lease term of 5 years. The group has options to purchase the equipment with lease
term of 10 years and machine with lease term of 3 years. The Group’s obligations under finance leases
are secured by the lessors’ title to the leased assets. Applied interest rate related to finansal lease; for
USD leases changes between 5,90% and 7,50% for EUR leases changes between 4,50% and 7,50%.

¢) Other Financial Liabilities

31 December 31 December 31 December

Other financial liabilities 2016 2015 2014
Credit card payables (*) 1.949.803 1.470.589 493248

1.949.803 1.470.589 493.248
™ Represents the credit card liabilities of Group to suppliers to purchase raw material and

consumables.
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DURAN DOGAN BASIM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

(Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)
NATURE AND LEVEL OF RISKS ARISING FROM FINANCIAL INSTRUMENTS

Capital Risk Management

The Group manages its capital to ensure that entities in the Group will be able to continue as going
concemns while maximizing the return to stakeholders through the optimization of the debt and equity
balance.

The capital structure of the Group consists of debt, which includes the borrowings disclosed in Note
25, cash and cash equivalents disclosed in Note 15 and equity attributable to equity holders of the
parent disclosed in Note 28, comprising share capital, reserves and accumulated losses.

The Group fellows the capital by using debt/total capital ratio. This ratio is calculated by dividing net
debt to total capital. Net debt is calculated by subtraction of cash and cash equivalents from liabilities
amount (includes financial Habilities and obligations as indicated in balance sheet). Total capital is
calculated as sum of shareholder’s equity and net liabilities. As of 31 December 2016 and 2015 net
debt/total capital ratio is presented below: '

31 December 2016 31 December 2015
Total borrowings 67.026.555 66.034.561
Less (-): Cash and cash equivalents (8.723.026) (10.612.034)
Net Liability 58.303.529 55.422.527
Total shareholders equity 14.875.034 20.316.987
Total shareholders equity 73.178.563 75.739.514
Net liability / total capital ratio %79,67 %73,18

b) Financial Rigk Factors

'The Group’s activities expose it to a variety of financial risks including interest rate risk, liquidity risk,
currency risk and credit risk. The Group management and the Board of Directors analyses and approve
the policies about the management of the risks described below. Besides, the Group also considers the
market value risk of all financial instruments.
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26.

DURAN DOGAN BASIM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSQLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2016

(Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

NATURE AND LEVEL OF RISKS ARISING FROM FINANCIAL INSTRUMENTS (cont’d)

b.1) Credit Risk Management (cont’d)

Aging of over due receivables

31 December 31 DPecember 31 December
Trade Receivables 2016 2015 - 2014
Overdue 1- 30 days 3.165.632 3.236.747 3.044.712
Overdue 1- 3 months 27.031 2.787.916 2.145.899
Overdue 3- 12 months 612.903 455.010 2.460
Totai overdue receivables 3.805.566 6.479.673 5.193.071

. b.2) Liguidity risk management

Essential responsibility on liquidity risk management belongs to board of directors. Board of directors
has created a liquidity risk management for the purposes of short, medium and long term funding and
liquidity requirements of Group. Group manages the liquidity risk to follow estimated and actual cash
flows and to provide continuance to funding to compensate the maturities of financial assets and
liabilities. The credits that the Group will use in order to reduce liquidity risk as of balance sheet are

disclosed in Note 25.

The following tables detail the Group’s remaining contractual maturity for its non-derivative financial
liabilities and its derivative financial instruments. The tables below have been drawn up based on the
undiscounted cash flows of financial liabilities based on the earliest date on which the Group can be
required to pay. The table includes both interest and principal cash flows.
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26.

DURAN DOGAN BASIM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

(Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

NATURE AND LEVEL OF RISKS ARISING FROM FINANCIAL INSTRUMENTS (cont’d)
b.3) Market Risk Management

The Group’s activities expose it primarily to the financial risks of changes in foreign currency exchange
rates and interest rates.

Market risk exposures are supplemented by sensitivity analysis.

In current period the group’s method of handling market risks and measure the nisk level has not been
changed.

b.3.1) Foreign currency risk management

Transactions denominated in foreign currencies result in foreign currency risk. Foreign currency risk is
managed within approved policy parameters utilizing forward foreign exchange contracts.

The carrying amounts of the Group’s foreign currency denominated monetary assets and monetary
liabilities at the reporting period are as follows:
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26.

DURAN DOGAN BASIM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

{Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

NATURE AND LEVEL OF RISKS ARISING FROM FINANCIAL INSTRUMENTS (cont’d)

b.3.1) Foreign_currency risk management (cont’d)

Foreign currency sensitivity analysis

The Group is exposed to foreign exchange risk arising from various currency exposures, primarily with
respect to US Dollar, EURO and GBP. '

The following table details the Group’s sensitivity to a %10 increase and decrease in US Dollar EURQ
and British Pounds against TL. %10 is the sensitivity rate used when reporting foreign currency risk
internally to key management personnel and represents management’s assessment of the possible change
in foreign exchange rates. The sensitivity analysis includes only outstanding foreign currency
denominated monetary items and adjusts their translation at the period end for a %10 change in foreign
currency rates. A positive number below indicates an increase in profit or equity.

According to Legislative Decree No 683 Article 6 which is published on Official Gazette no 29957 in 23
Janunary 2017 by Central Bank of Turkey “TCMB”, Export and rediscount credits that obtained before 1
January 2017 and maturity before 31 May 2017 should be paid as Turkish Lira “TL”. In these
transactions, currency rate (BUY) which is announced by TCMB as of 2 January 2017 will be used. If the
currency rate is lower than that rate, the rate of transaction day will be used. The Group has 4.210.000
EUR Credit which is under this criteria, and the currency risk effect of this credit amount is 1.561.868
TL. The Group also has 3.954.152 EUR Credit which is affected by currency risk and the currency risk
effect of this credit amount is 1.466.951 TL.
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26.

DURAN DOGAN BASIM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

(Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

NATURE AND LEVEL OF RISKS ARISING FROM FINANCIAL INSTRUMENTS (cont’d)

b.3.1) Foreign_currency risk management (cont’d)

1 - US Dollars net assets / liabilities

2- Part of hedged from US Dollar risk ( - )
3- USD net effect (1+2)

4 - Euro net assets / liabilities
5 - Part of hedged from Euro risk (-}
6- Euro net effect (4+5)

7- Sterling net assets / liabilities

8- Part of hedged from Sterling risk (-)
9- Sterling net effect (748)

10- Swiss frank net assets/[iabilities
11- Part of hedged from Swiss frank (-)
12- Swiss Frank net effect (10+11)
13- Polish Zloty net assets/liabilities

14- Part of hedged from Polish Zloty (-)
15- Polish Zloty net effect (13+14)

Total (3+6+9+12+13)

31 December 2016 31 December 2015
Profit/(Loss) Profit/{Loss)
Revaluation of Devaluation of  Revaluation of Devaluation of

foreign eurrency  foreign currency foreign currency  foreign currency

If US Dollar appreciated against TL by 10%

(2.195.998) 2.195.998 (2.158.183) 2.158.183
(2.195.998) 2.195.998 (2.158.183) 2.158.183
If Euro appreciated against TL by 10%
(3.028.819) 3.028.819 (3.303.157) 3.303.157
"1.561.868 - - -
(1.466,951) 3.028.819 (3.303.157) 3.303.157
If Sterling appreciated against TL by 10%

126.812 (126.812) 282.940 (282.940)
126.812 (126.812) 282.940 (282.940)

If Swiss frank appreciated against TL by 10%
(3.679) ) 3.679 (1.094) 1.094
(3.679) 3.679 (1.094) 1.094

If Polish Zloty appreciated against TL by 10%
(9.189} 9.189 (4.674) 4.674
(9.189) 3.679 (4.674) 4.674
(3.549.005) 5.105.363 (5.184.168) 5.184.168
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26.

DURAN DOGAN BASIM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSQLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

(Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

NATURE AND LEVEL OF RISKS ARISING FROM FINANCIAL INSTRUMENTS (cont’d)
b.3.2) Interest Rate Risk Management

The Group is exposed to interest rate risk as entities in the Group borrow funds at both fixed and floating
interest rates. The risk is managed by the Group by maintaining an appropriate mix between fixed and
floating rate borrowings. Strategies are assessed regularly in accordance with interest rate expectations
and defined risk levels.

The sensitivity analysis below has been determined based on the exposure to interest rates for non-
derivative instruments at the balance sheet date. For floating rate liabilities, the analysis is prepared
assuming the amount of liability outstanding at the balance sheet date was outstanding for the whole year.
Group management expects %! fluctuation on interest rates (Euribor). 1% increase or decrease is used
when reporting interest rate risk internally to key management personnel.

If Eurolibor rates had been 1 % higher and all other variables were held constant:

The Group’s loss for the year ended 31 December 2016 would increase by TL 2.176 (Net income of 31
December 2015 would decrease by TL 34.256; 31 December 2014 would decrease by TL 16.100). This is
mainly attributable to the Group’s exposure to interest rates on its variable rate borrowings. If Eurolibor
rates had been 1 basis points lower, the Group’s net profit before tax would increase by the same amount
during the accounting year.
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27.

DURAN DOGAN BASIM VE AMBALAJ SANAYI A.S. AND ITS SUBSIDIARIES

NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016 -

(Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

FINANCIAL INSTRUMENTS

Categories of financial instruments and fair values

31 December 2016
Financial Assets

Cash and cash equivalents
Trade receivables

Other receivables

Other current asseis

Financial liabilities
Borrowings

Trade payables
Other payables

31 December 2015
Financial Assets

Cash and cash equivalents
Trade receivables

Other receivables

Other current assets

Financial liabilities
Borrowings

Trade payables
Other payables

31 December 2014
Financial Assets

Cash and cash equivalents
Trade receivables

Other receivables

Other current assets

Financial liabilities

Borrowings
Trade payables
Other payables

Loans and
receivables (including

Financial liabilities

cash and cash equivalents at amortizated costs  Carrying value  Note
8.723.026 - 8.723.026 28

19.577.432 - 19.577.432 &

333.210 - 333.210 7
1.934.635 - 1.934.635 14

- 67.026.555 67.026.555 25

- 16.359.513 16.359.513 6

- 7.513.455 7.513.455 7

.Loans and
receivables (including Financial liabilities

cash and cash equivalents at amortizated costs  Carrying value  Note
10.612.034 - 10.612.034 28

18.916.767 - 18.916.767 6
276.424 - 276.424 7
1.065.940 - 1.065.940 14

- 66.034.561 66.034.561 25

- 11.454.382 11.454.382 6

- 6.378.436 6.378.436 7

Loans and
receivables (including Financial liabilities

cash and cash equivalents at amortizated costs  Carrying value  Note
10.679.098 - 10.679.098 28

17.551.709 - 17.551.709 6

209.448 - 209.448 7

610.682 - 610.682 14

- 70.615.675 70.615.675 25

- 6.770.173 6.770.173 6

- 5.683.437 5.683.437 7
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(Amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

28.

29.

DISCLOSURES RELATED TO STATEMENT OF CASH FLOWS

31 December 31 December 31 December

2016 2015 2014

Cash 15.586 14,883 12.691
Cash at banks 8.707.440 10.597.151 10.666.407
Demand deposits 2.819.678 723.755 2.909.482
Time deposits less than 3 months maturity 5.887.762 9.873.396 7.756.925
8.723.026 10.612.034 10.679.098

31 December

Currency Interest rate (%) Maturity 2016
Turkish Lira %8.,00 up to 1 month 1.300.000
Euro %1,42 up to 1 month 3.508.037
GBP %1,50 up to 1 month 1.079.725
5.887.762

31 December

Currency Interest rate (%) Maturity 2015
Euro %1,50 up to 1 month 6.355.200
USD Dollar %1,61 up to 1 month 2.064.396
USD Dollar %2,74 up to 3 month 1.453.800
9.873.396

31 December

Currency Interest rate (%) Maturity 2014
Turkish Lira %1,98 up to 1 month 6.346.575
Euro %0 between 1-2 month -
GBP %2,25 up to 3 month 1.410.350
7.756.925

EVENTS AFTER REPORTING DATE

None.,
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