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CEO’S
MESSAGE

The effects of climate change have become one of
the most critical global risks.

Sinan AK

Sector President

CEO

Climate change, which is one of the most critical issues worldwide, exposes the
global economy to serious risks and has a destructive impact on our lives. The
fight against climate change and the negative consequences it brings with it
are among the top priority agenda items, both in our country and around the
world.

According to the Global Risk Report of the World Economic Forum, risks arising
from climate change have stood out more prominently in recent years in terms
of expected occurrence and impact level compared to other risk types, and they
rank among the top priority risks.

The Paris Climate Agreement foresees countries developing action plans to
reduce carbon emissions in line with their commitments and moving towards
carbon-neutral targets by 2050. This agreement sets out key objectives such
as reducing greenhouse gas emissions, enhancing adaptive capacity against
the adverse effects of climate change, and promoting the transition to
low-carbon technologies.




CEO’S MESSAGE

We prioritize the fight against climate change among
our key areas of focus.

The goal of achieving net-zero carbon emissions by 2050 is gaining
widespread traction at the national and international levels every day. Recent
extraordinary events such as natural disasters and pandemics have further
emphasized the importance of combating climate change and accelerated the
transition of global markets towards a carbon-free future. In the business
world, determining the right strategies and swiftly creating action plans is of
great importance.

As a company operating in the energy sector, ensuring secure and sustainable
energy supply and production from renewable energy sources is a top priority
for both our company stakeholders and Zorlu Enerji. The company places a
priority on preserving energy resources, ensuring energy efficiency in all
activities, and promoting awareness of responsible energy consumption, with a
strong understanding of the significance of sustainable and uninterrupted
energy for all sectors.

We contribute to Turkey's transition to low-carbon
technologies.

In our Climate Risks Report, we transparently highlight our efforts and goals in
the fight against climate change. Among our priorities, we support the fight
against climate change through our work towards transitioning to low-carbon
technologies, and our goal to increase the share of renewable energy in
Turkey's total production to 100% by 2030.

We are aware that increasing the use of renewable energy is one of the most
important components of transitioning to a low-carbon economy. As Zorlu
Enerji, we embrace the principle of maximizing the use of our country's
renewable energy sources and contribute to the local economy by prioritizing
domestic resource utilization. Through sustainable solutions and the principles
of smart technology, we lead the industry with our R&D efforts.




CEO’S MESSAGE

Decisive steps are required to combat the climate
crisis.

Within the framework of sustainability vision, we take the lead in initiatives
aimed at the development and improvement of societal life in the areas where
we operate. Our global-scale business relations, participation in initiatives,
and innovative practices place us among the institutions that make a
difference in the field of sustainability.

In line with this, throughout 2022, we continued our efforts to increase the
share of renewable energy in our production portfolio and enhance resource
diversity. Especially, electrification and energy efficiency-focused initiatives
became one of the top agendas on our investment list.

As a company that produces energy and shapes the management and
transformation of the energy it produces, we plan to achieve net-zero
emissions in our operations and energy production by 2030. We aim to extend
this goal to encompass the entire value chain by 2040, and achieve net-zero

emissions by 2050.

We will continue to work diligently to reduce climate
risks.

Risks stemming from climate change are becoming increasingly significant for
our company and our stakeholders. In this context, we prioritize transparently
sharing the results of our rapidly advancing efforts. As one of the leading
institutions in Turkey supporting the Task Force on Climate-related Financial
Disclosures (TCFD), the Climate Risks Report we prepared in line with TCFD
recommendations stands out as a strategic step enriching our sustainable
transformation journey.

Through this report, we have made significant progress in integrating
awareness of climate change risks into our business model. In our future
journey, we will continue to collaborate with our business partners and work
steadfastly to reduce climate risks.

\NW

I. Sinan AK




1. SUSTAINABILITY AT

ZORLU ENERJI

Zorlu Enerji generates nearly all of Turkey's electricity from

renewable energy sources.

Established as the first company of Zorlu Enerji
Group in 1993, Zorlu Enerji is now one of the leading
organizations in Turkey's energy sector with its
well-balanced production portfolio consisting of
domestic and international power plants, diversified
resource base, extensive sectoral experience, and
strong market position. In addition to electricity
generation and electricity and natural gas sales,
trade, and distribution, Zorlu Enerji is active in
various areas of the energy sector, including solar
panel trade and installation, electric vehicle
charging station sales, installation and operation,
and electric vehicle leasing.

As of the end of 2022,
Zorlu Enerji's installed
capacity is 991 MW.
The company's production
portfolio consists of the
following:

* 7 hydroelectric, 1 wind,
4 geothermal, and 2 natural
gas power plants in Turkey.

* 1 wind power plant in
Pakistan, 1 solar power plant
in Palestine, and 3 natural
gas power plants in Israel.




Zorlu

SUSTAINABILITY AT ZORLU ENERJI

Zorlu Enerji shapes and executes all of its activities with the vision of becoming the
energy company of the future, in line with Zorlu Holding's Smart Life 2030 vision and
with a focus on sustainability. It places great emphasis on environmental, economic,
and social dimensions in its sustainability efforts, addressing important topics such as
combating the climate crisis, reducing carbon emissions, sustainable use of resources,
energy efficiency, energy supply security, clean technologies, water usage and
conservation, human and labor rights, equal opportunities, and corporate governance.
Throughout its operations, Zorlu Enerji values creating value for itself and all
stakeholders, including the environment and society.

Zorlu Enerji aims to increase the share of renewable energy in its production portfolio,
especially in geothermal and solar energy, and to enhance resource diversification
while supporting Turkey's clean energy supply and expanding its production capacity.

The company is focused on investing in renewable energy and next-generation
technologies, particularly in geothermal energy, solar energy, smart systems, and
electric vehicle charging stations, with the goal of further growth in the renewable
energy sector. In alignment with this objective, Zorlu Enerji has seen an increase in the
share of renewable energy, particularly in the geothermal energy sector, within its total
installed capacity in Turkey in recent years.

Enerji’s Installed Capacity and Investments
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Netherlands Electric charging station sales, installation and cperation  ZES N.V.

Israel

Electric charging station sales, instal and cperation  ZES Israel Ltd. % HIRVATISTAN

Montenegro Electric charging station sales, instal and cperation  ZES D.O.O.
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11 SUSTAINABILITY

MILESTONES

2016-17

Pakistan Jhimpir WPP
received Gold Standard
certification.

Listend in BIST
sustainability Index.

Z 01 o - 1 1 Zero Carbon Footprint Z 01 8
Forests Project with

Mehmet Zorlu
Foundation is ongoing.

Gékcedag WPP

received EBRD credit. ! 01 2

Gokgedag WPP received Gold
Standard Certification.

1SO 14064 GHG

ification done.
verttication done Green Loan(Green Finance)
agreement was signed with

Ranked among top 5 Garanti Bankasi

companies in the sector
Zorlu Dogal Completed ISO With is CDP score.

9001, I1ISO 14001, OHSAS 18001 ‘
NWCDP

certification.
SRIVING SUSTANABLE EeoNoNES at Garanti BBVA

2019

Zorlu Dogal, received SA
8000 certification.

2022

First company in the sector
to publish Integrated
Activity Report.
g, CFO A,

- =
\®¥/ FORTHE SDG 455"

Undersigned CFA
Principles for UNGlobal
Compact SDG.

Committed ner zero to
set Science Based
Tarfets (SBT).

With 61 points, we achieved
the advanced level at
Moody’s ESG rating process.

2020

Undersigned WEPS and
UNGlobal Compact.

@‘3 United Nations
& Global Compact

Started ESG rating process
powered ESG Manogement
System installation activity.

Published sustainability
strategy and targets.



1.2 ESG INDEXES

PERFORMANCE

Zorlu Enerji, in accordance with the requirements of the Capital Markets Board (SPK)
and its transparency principle, shares its sustainability performance with its investors
based on evaluations conducted by independent rating agencies (Argiden Academy,
Vigeo Eiris, Moody's, Sustainalytics, Refinitiv) for its shares traded on Borsa Istanbul

(BIST) under the code ZOREN.IS.

Zorlu Enerji voluntarily joined the BIST Sustainability Index for the first time on
November 1, 2016, and has continued to be included in the index for the 6th time based
on the evaluation conducted in 2022.

Having operations both domestically and internationally, Zorlu Enerji is aware of the
importance of international indices and ratings. To remain competitive in international
markets and enhance its visibility in these markets, Zorlu Enerji is committed to
continuous improvement. It compares its competitive and robust structure with
international sector companies, integrates best practices within the company, and sets
examples for other companies to follow. In this regard, Zorlu Enerji participates in CDP
reporting for environmental matters and is included in Moody's and BIST Sustainability
Indices for Corporate Social Responsibility. Every year, the company strives to improve
its scores in evaluations conducted by these organizations. In 2022, Moody's score was
raised by 4 points to reach 61, and the goal is to further increase it in the upcoming
periods.

REFINITIV [<

CDP Scores

Zorlu Enerji joined the Carbon Disclosure Project
in 2010, initiating its reporting on corporate
policies, objectives, carbon emission levels, and
reduction targets related to climate change. As
the first energy company from Turkey to
participate in the Carbon Disclosure Project, Zorlu
Enerji updated its score to "B" in 2022.

CDP Performance 2018 2019 2020 2021 2022
CDP Climate Change Scores

Zorlu Enerji Elektri Uretim A.S. A- B- B B

GAZDAS Dogal Gaz Dagitim A.S. - - C B-

OEDAS Sormangazi Elektrik Dagitim A.S. - - D B

CDP Water Program Scores
Zorlu Eneriji Elektri Uretim A.S. B B- B- B B




1.3 ZORLU ENERJI’S APPROACH

TO TCFD RECOMMENDATIONS

TCFD, established by the Financial Stability Board in 2015, aims to help companies
better understand climate-related risks and opportunities and enhance their financial
reporting in this regard.

TCFD supports the financial sector and companies in better preparing for
climate-related risks and opportunities. It encourages companies to identify, manage,
and report on climate-related risks and opportunities. Additionally, TCFD encourages
financial institutions to assess climate change risks in their portfolios and develop

strategies to address these risks.

The TCFD framework outlines how companies
should assess climate-related risks and
opportunities and integrate this information into
their financial reporting processes. The
framework consists of four main components:

TCFD aims to facilitate more transparent pricing
of climate-related risks and opportunities in
financial markets, support informed
decision-making by investors, and encourage
companies and financial institutions to develop
more sustainable strategies to combat climate
change.

This report aims to share Zorlu Eneriji's journey of
addressing climate change and adaptation in line
with TCFD recommendations, disclosing the
company's strategies, criteria, and objectives
related to climate change. The report will be
reviewed regularly and updated as needed.

Governance

Risk

Management

Targets

2017 TCFD Raporu'

1. Governance:

Companies are required to
disclose their governance
structure related to
climate-related risks and
opportunities.

2. Strategy:

Companies are expected to
explain the potential impacts of
climate-related risks and
opportunities on their strategic
planning.

3. Risk Management:

Companies should demonstrate
how they identify, assess, and
manage climate-related risks.

4. Metrics and Targets:

Companies should specify how
they will measure their
climate-related performance and
report this information.

Thttps:// assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf



2

° GOVERNANCE

2.1. Management of climate-related issues

Climate-related matters are managed at the highest level, overseen by the Chairman of the
Board of Directors. The Chairman is responsible for Zorlu Eneriji's vision, strategy, assessment of
high and very high risks, and finalization of financial decisions. Additionally, the Chairman
guides the development of strategies and policies related to climate change and renewable
energy.

An Independent Board Member, on the other hand, is responsible for providing guidance to the
company regarding future expectations through qualitative research. They evaluate the
adoption of the business strategy in light of climate change, direct the company towards
creating more value while achieving sustainability goals, identify priority areas based on
qualitative research, act as a recommending body to facilitate potential transformations, and
integrate sustainability into business operations. Zorlu Enerji has disclosed its sustainability
strategy and long-term objectives under the leadership of the Board of Directors.

To ensure the proper fulfillment of the duties and responsibilities of the Board of Directors in
accordance with the Capital Markets Board Corporate Governance Principles, the Corporate
Governance Committee, Early Detection of Risks Committee, and Audit Committee have been
established. The Audit Committee's task is to oversee the financial and operational activities to
ensure their soundness. The Committee's purpose is to supervise the Company's accounting
system, public disclosure of financial information, independent auditing, and the functioning
and effectiveness of the Company's internal control and internal audit systems.

The internal audit function at Zorlu Group Companies has been organized under the Internal
Audit Department, which has been providing services since 2000 under Zorlu Holding. The
Internal Audit Department conducts audits based on the International Internal Audit Standards,
within the framework of official regulations and audit programs approved by the Board of
Directors. It shares its audit reports after each audit and its annual activity reports with the
Board of Directors, providing an overview of the audit results throughout the year.

Under the annually prepared risk-based audit program approved by the Board of Directors,
process audits are conducted to ensure effective and efficient use of resources, compliance with
written rules (laws, regulations, internal policies, and rules), accuracy, reliability, and security of
information. Before each audit, risk assessment is conducted in consultation with the top
management, positioning risks that may hinder the company's goals, considering their impact
and likelihood in the risk matrix. During the audit fieldwork, internal controls managing
high-impact and high-likelihood risks are evaluated through tests. The observation results are




shared with company executives in the form of a draft report, and after their opinions are
added, a final report is sent to top management.

The Internal Control Department prepares a risk-based internal control work plan annually to
conduct its work in a systematic, continuous, and disciplined manner. In the creation of the
annual internal control work plan, risk-based assessments by the Internal Control Department,
requests from the Board of Directors and management, findings related to internal control
identified during audit work by the Audit Department, and corporate risk maps play an
important role. The annual internal control work plan is submitted for approval and information
to the CEO and the Board of Directors. Periodic meetings between the Internal Control
Department and management are held to evaluate internal control activities planned and
carried out during the year, share findings, assess the action plans and follow-up results decided
for the relevant findings, and review plans for the future period.

2.2 Sustainability management

Sustainability matters at Zorlu Enerji are overseen by the Sustainability Board. Led by the CEO,
the Sustainability Board meets annually to evaluate current initiatives, track performance
towards goals, and determine regulatory actions in areas where progress lags. Comprised of
senior executives from various departments, the board aims to provide a holistic and
comprehensive perspective, expand sustainability knowledge, and drive behavioral change
within the company. Working Groups also provide content and support within their respective
responsibilities to the Sustainability Board. The Sustainability Board brings relevant matters to
the agenda of the existing Corporate Governance Committee and ensures reporting to the
Board of Directors.

The "2030 Net Zero Emissions" targets have been approved by the Board of Directors in
alignment with the Smart Life 2030 vision. The aim is to reduce emissions by 50% for Scope 1
and Scope 2 emissions by 2025. The Sustainability Board consists of four Working Groups
established based on values adopted by Zorlu Enerji: Nature Management, Impactful Growth,
People and Culture, and Strategic Foundations. These groups are responsible for both assessing
and managing climate-related risks and opportunities

The climate-related priorities of
the Working Groups include:

¢ Innovation and New Business
Models

« Sustainable Finance and
Responsible Investments

+ Climate Action

« Green and Reliable Energy
Supply

« Biodiversity

* Integrated Risk Management

« Corporate Governance and
Behavior
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° STRATEGY

Global climate change ranks among the top-prioritized risks worldwide. As a result,
climate-related physical and transitional risks not only pose short, medium, and
long-term risks for companies but also present strategic opportunities. Zorlu Eneriji, as
a supporter of TCFD (Task Force on Climate-related Financial Disclosures), aims to fully

integrate climate risks into its business processes and concretely define its objectives
and performance indicators.

3.1 Climate change mitigation
and adaptation strategy

Zorlu Enerji, within its sustainability strategy, evaluates its approach to combating
climate change under three main headings: restorative operations and value chain,
people & culture, and impact-focused growth. The climate crisis, along with
biodiversity and the provision of green and reliable energy, falls under the restorative
operations and value chain category.

Zorlu Enerji has long been contributing to the reduction of greenhouse gas emissions
by investing solely in renewable sources. Its primary business is to provide clean and
reliable energy supply by transitioning away from fossil fuels, thereby ensuring the
transformation of its existing operations in a renewable manner. The company
commits to generating all its energy from renewable sources by 2030 and aims to
facilitate carbon-free growth not only in its own operations but also for its customers.
To stay competitive in carbon-free markets pioneered by Europe and other major
economies and contribute to our country's competitive power, Zorlu Enerji, starting
from Zorlu Group companies, is working towards carbon-neutralizing the entire value

chain by 2040.

In addition to addressing the climate crisis, Zorlu Enerji also takes significant measures
to prevent the loss of biodiversity, another crucial issue. It invests in preserving and
promoting biodiversity in the regions where its operations and facilities are located,
aiming to invest 10 million Turkish liras by 2030 in biodiversity conservation and
development, fully complying with international frameworks. Thus, the company not
only mitigates potential negative impacts resulting from its activities but also takes
concrete steps  towards  the

’ NAT"'?sS conservation and enhancement of
’Q% species diversity in our country.

2
% . .
2 Aligned with the compqny's
< strategy, Zorlu Enerji
S  supports 17 of the
(o] .
£  Sustainable Development
s
\

SUSTAINABLE

STRATEGY
FRAMEWORK

Goals in connection with its
key priorities.
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3.2 CLIMATE-RELATED

RISKS

With the increasing importance of global warming and climate change, these risks
have become a top priority for companies. In this regard, TCFD categorizes these risks
into two types: physical risks and transition risks.

Physical risks stem from climate events such as forest fires, storms, and floods,
representing both acute and chronic impacts. Economic actors are exposed to the
acute physical risk of more extreme weather and climate events.

On the other hand, transition risks involve policy actions taken to transition the
economy away from fossil fuels. These risks are about developing climate policies to
limit greenhouse gas emissions and deploying "climate-friendly” technologies to
achieve a specific warming limit. Transition risks are related to business impacts
following societal and economic changes towards a low-carbon and climate-friendly
future. They may include policy and regulatory risks, technological risks, market risks,
reputational risks, and legal risks.

In this context, climate change-related risks expose companies to different risks in the
short, medium, and long term. Zorlu Enerji defines its short, medium, and long-term
risks as follows:

Time period Year
Short term 0-3 year

Medium term 3-10 year
Long term 10-30 year




3.2.1 Physical Risks From

Climate Change

Zorlu Eneriji's climate change-related direct risks constitute risks
directly related to its operations.



























3.2.2 Transition Risks From

Climate Change

2The World Bank launched a technical support program called the "Partnership for Market Readiness" (PMR) in 2011 to contribute to the efforts of
developing countries in the global fight against climate change by facilitating greenhouse gas emissions reduction and effective use of market-based
instruments in carbon markets.






3.3 Impacts Of Climate

Change On Our Activities

A= It represents change.
3= High impact; activities are likely to be significantly affected. Serious investments are required for precautions.
2= Medium impact; activities are moderately likely to be affected. Serious investments are not required for precautions.

1= Low impact; activities are unlikely to be affected. Existing control and monitoring measures are sufficient for precautions.




3.4 Financialization Of

Climate-Related Risks

3.4.1 Financialization of Climate-Related
Physical Risks

It caused the loss due to the fact that the air temperatures in the region were lower
than planned. As we can see in the pie chart below, while the total losses are 4,719
MWh, the losses due to physical risks are calculated as 175 MWh. The average annual
Yekdem sales price for 2022 was determined as $105, and a total production loss of
$18,375 was calculated.

While the net production amount in the region was 80,987 MWh due to the higher than
planned air temperature, 167 MWh production loss occurred due to the temperature
change. In this case, the production loss was determined as $17,535.

A total of 21,499 MWh production was made from Alasehir Geothermal Power Plant. In
addition, 421 MWh more production was realized due to the lower than planned air
temperature. Another loss was 383 MWh due to equipment downtime and vaporizer
pollution. In this case, the production loss due to the physical risk was determined as

$44,205.

Due to the fact that the amount of water in Tercan Power Plant is below seasonal
normals, the planned production in the feyezan season was not realized. Production
was suspended in July, August and September in order to maintain the lake level due
to the low incoming water and the priority of irrigation. In this context, the total loss
was determined as 10,402 MWh, while the loss due to physical risks was determined as
9,764 MWh. The average market electricity sales price in 2022 was determined as
2,526 TL/MWh, and the production loss due to physical risks was determined as
24,663,864 TL.

Production was suspended at the Kuzgun Power Plant due to the low level of the lake.
All loss in this context is equal to the loss arising from physical risks and is 370 MWh.
In this case, production loss was calculated as 934,620 TL.




Atakdy Power Plant did not produce due to the closing of the irrigation season. The
total amount of loss occurred was determined as 4.002 MWh. Production loss of

10,109,052 TL was calculated in line with the average annual electricity sales price of
2.526 TL/MWh.

Due to the low amount of snow and rain falling at the Mercan Power Plant, the amount

of incoming water was less than expected. In this case, all losses are due to physical
risks. The loss was calculated as 322 MWh and 813,372 TL.

The arid seasonal conditions in Lake Cildir have caused the incoming water to be low.

The loss was calculated as 386 MWh and 975,036 TL.

Ikizdere Power Plant, in the period between January and December, had better snowfall
in the winter period, prolonging the feyezan time and ensuring higher production. The
coldness of March caused the water inflow to be delayed until April, and this situation
continued to increase the water inflow in July as well. Although August and September
were noticeably dry, the precipitation increased slightly in October. In this context,

there was no loss due to physical risks and the net generation was calculated as
3.225MWh.

During the period between January and December at Beykdy Power Plant, the
precipitation amounts in the spring and summer months were below seasonal normals,
causing the power plants in the upper basin to not produce. Although there was a
slight increase in production in September, there was a serious decrease in production

as of October due to the rains. In this context, the total loss was equal to the loss due
to physical risk and was calculated as 4,590 MWh and 11,594,340 TL.

At Gokcedag Power Plant, the wind speed was 4.92 m/s in December, remaining below
the December average of the last three years, 5.67 m/s. In the period covering
January - December, the productions are planned by taking the average of the wind
speed of the last 3 years. While the planned average wind speed in March, May, June,
July, October, November and December was 7.43 m/s, it remained at 6.34 m/s. In this
context, net production was determined as 25,345 MWh. Production loss due to
physical risk due to wind speed has been calculated as 6.839 MWh equivalent to
17.275.314 TL.




In December, production was 434 MWh below the budgeted one due to the wind. The
total loss amount is calculated as 5,225 MWh. In this context, the average electricity
sales price is calculated as 27.38 kWh/Rs production loss of Rs 11,883,000.

Production Losses Due to Physical Risks (MWh)

43676

23468

20208

Physical Risks Other Reasons Total Production Loss

Gas Distribution

With the increase in average temperatures throughout the country, it is expected that
the average temperatures in the winter months will increase in the long term. With the
increase in average temperatures, gas consumption is expected to decrease across the
country. Reductions in gas consumption will cause loss of turnover for Gazdas Trakya
and Gaziantep in the long run.




3.4.2 Financialization of

Climate-Related Transition Risks

As of January 1, 2026, which marks the beginning of the main implementation period
under the Carbon Border Adjustment Mechanism (CBAM), the import of products
covered by the regulation can only be carried out by "authorized CBAM declarants.”
During this period, import and customs procedures can still be conducted through
direct importers or customs agents (indirect customs representatives).

The implementation of CBAM is expected to have significant effects on the Turkish
economy due to the country's intensive trade with the European Union. Ongoing
studies are being conducted to measure the potential economic impacts of the sectors
covered by CBAM on the Turkish economy. In-depth analyses are also being carried out
to assess the possible costs triggered by CBAM under various carbon pricing scenarios,
as well as the broader economic implications for GDP growth and the evolution of
Turkey's greenhouse gas trajectory. Based on these studies, possible climate policy
intervention options that Turkey should consider to mitigate the impact of CBAM and
how these policies can be used to support green growth in the context of the Paris
Agreement goals are being reviewed.

As of May 2023, the average carbon price under the EU Emissions Trading System
(ETS) was set at 86 EUR. With the expected expansion of CBAM implementation in
Turkey in 2024, a pricing range of 95 to 200 EUR is anticipated. The establishment of
a possible market in Turkey is foreseen to align with the existing EU ETS at a price

range of 20 to 50 EUR.

SCENARIOS ASSUMPTIONS

Business As Usual (BAU) . ﬁ:«rl;: :nc:eer:g;g that assumes no CBAM is implemented or domestic carbon price is

CBAM implementation that assumes an allowance price of:
* Scenario 1: CBAM carbon price  + Low-CBAM: EUR 75/tC0Oze
« High-CBAM: EUR 150/tCOze

. .. . The CBAM scenarios assume the implementation of 3 domestic carbon price levels:
Scenario 1: CBAM carbon price Low-CBAM: EUR 75/tCOse + Low.D ‘c carbon price: EUR 20/4CO
« + Domestic ETS in 2024 e Low- : EUR 75/tCO02e + Low-Domestic c.ur n prlce: Ul /tCO2e
« High-CBAM: EUR 150/tCO:e + High-Domestic carbon price: EUR 50/tCO2e




EU ETS allowance price

* CBAM certificates would mirror the EU ETS allowance price
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3.5 Climate-Related

Opportunities









3.6 Financialization Of

Climate-Related Opportunities

Based on Zorlu Enerji's Integrated Activity Report data for the year 2022, the carbon
offset amount is shown in the table below. Zorlu Enerji generated revenue from the
sale of carbon credits in voluntary carbon markets during 2022.

Through the sale of carbon credits from the Gék¢edag RES Osmaniye plant, a revenue
of 1,200,000 USD was obtained. The average selling price per ton of carbon was 6
USD.

At the Gokcedag RES Osmaniye plant, renewable energy production resulted in an
annual emission reduction of 250,000 tons of CO,e, while at the Jhimpir RES Pakistan
plant, an annual emission reduction of 100,000 tons of CO, was achieved.

Zorlu Enerji aims to prevent a total of 882,000 tons of annual CO, emissions
through capacity expansion of 46.6 MW at Gokcedad RES and the commissioning of
licensed Tekirdag Yeniciftlik RES and Kirklareli Hamitabat RES, with a total additional
capacity of 375 MW. The ton price for these plants planned to be commissioned by
2030 is expected to be 22 USD, providing a revenue opportunity of 19,404,000 USD
from the sale of carbon credits.

Transfer Year Company Ton Co, Progres

2022 Caley 50.500 Completed.
2022 Climax 104.990 Completed.
2022 EcoAct 120.000 Completed.
2022 is Leasing 907 Completed.
2022 Garanti Bankasi  25.000 Completed.
2022 Carbon Clear 213.000 Completed.

I-REC Sales

In 2022, Zorlu Enerji met its electricity internal
demand for the following facilities through
renewable electricity generation from Alasehir
1 Geothermal Power Plant and Kizildere 3
Geothermal Power Plant. The electricity
supplied to these facilities is documented with
International Renewable Energy Certificates
(I-RECs), confirming that it is sourced from
clean and renewable energy. Zorlu Enerji
generated revenue of 8,000,000 TL from the
sale of I-REC certificates.




Voluntary Carbon Credits Potential from ZES Operations
(Researching Opportunities)

Zorlu Enerji, which has made significant investments in recent years to promote the
development of electric vehicles in our country, continues to expand its charging
station network through its Zorlu Enerji Solutions (ZES) brand established in 2018, and
certifies the electricity it provides from its stations with I-REC certificates, offering
clean energy to its customers. As of the end of 2022, ZES has expanded its capacity to
cover 81 provinces, 1,570 locations, and 2,840 sockets (vehicle charging capacity), and
since its commissioning date, it has supplied 3,787,693 kWh of electricity to electric
vehicles.




3.7 Climate-Related

Scenario Analyses

3.7.1 The Scenario that Zorlu Enerji Must Follow
to Achieve Science-Based Goals

Climate scenario analyses are a method used to assess the potential impacts and risks
of specific climate change scenarios. These analyses help institutions and communities
understand climate-related risks and develop strategies to adapt to these risks.

As part of Zorlu Enerji's Science-Based Targets (SBT) determination efforts, the scope
required to achieve the zero-emission target by 2050 has been identified. The
emission reductions to be followed for Scope 1, based on the accomplishments in 2021
and 2022, are provided below.
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3.7.2 Carbon Pricing

Scenarios

According to the scenarios for carbon price predictions between 2022 and 2050, four
different scenarios are foreseen:

Carbon Credits Price Forecasts According to Scenarios (2022 - 2050)

S/ton
300

200 [\

100 —

2022 2026 2030 2034 2038 2042 2046 2050

BloombergNEF _SBTI
BloombergNEF _Hibrit (S2)

BloombergNEF _GKP (S1)
Erguvan _RE (S3)

Year




thousand dollar $

400000
350000
300000
250000
200000
150000
100000
50000
0

Price vs Scenario Graphs for the Years 2025-2035

l//
2025 2030 2035
Year

SBTI S1 S2 S3




3.7.3 Zorlu Enerji's Climate Change Scenario

to Achieve Net Zero

Among the climate change scenarios defined in IPCC, SSP1-1.9 has been identified as
the most suitable low-carbon transition scenario for Zorlu Enerji. With its renewable
energy portfolio and investments supporting clean energy, Zorlu Enerji aims to achieve
net-zero emissions by 2050, and thus, SSP1-1.9 serves as the basis for their approach.

The SSP1-1.9 scenario is the most optimistic and aggressive scenario outlined by IPCC,
depicting a world where global CO3 emissions reach net-zero around 2050. Societies
shift their focus from economic growth to overall well-being, transitioning to more
sustainable practices. Investments in education and healthcare increase, leading to
reduced inequality. Although extreme weather events become more common, the
world has managed to avoid the worst impacts of climate change.

Carbon dioxide (GtCO2/yr)
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° RISK MANAGEMENT

Zorlu Enerji determines the scope of risk management in parallel with the priorities of
the organization and stakeholders and in an integrated manner with other group
companies within Zorlu Group.

Zorlu Enerji takes actions to enable early identification of internal and external risks
that may jeopardize the continuity and development of its operations and to manage
the identified risks in a centralized structure and conducts works towards this end.

Within the scope of risk management, Zorlu Enerji includes the priority issues of the
organization and stakeholders in the risk assessment process and performs risk
assessment in line with global trends.

Zorlu Enerji has conducted impact assessments under each category and disclosed the
actions taken or planned for these risk factors. At this point, risk assessment was
handled within the framework of the TCFD approach and climate-related risks were
classified in a separate category. As an important actor in the energy sector, Zorlu
Enerji has included both its production and distribution activities in its risk assessment.
The priority issues for each risk factor, the actions taken and the scope of the risk are
summarized as follows;

Accordingly, Zorlu Enerji has categorized its risks under 4 categories;

Operational Financial Climate-

Risks risks related Risks

Accordingly, the risks identified in the World Economic Forum's 2023 Global Risk Report
and Zorlu Eneriji's high-priority issues were in line, and the identified risks were
integrated into Zorlu Enerji's risk management process.










Zorlu Enerji has included legal compliance and policy risks in its risk assessment
process, and in this regard, it has evaluated the risks and opportunities that may arise
after the European Green Deal. The current geopolitical context, combined with
increasing energy prices and the negative impacts of climate change, is driving a
transformation within the energy sector. Coal and natural gas, which are heavily used
in Turkey, are being replaced by renewable energy sources. Zorlu Enerji, which
produces all of its energy in Turkey from renewable sources, is demonstrating positive
developments in managing this risk.

Conducting risk assessments under the headings of climate change and water stress,
Zorlu Enerji has evaluated climate-related acute and chronic risks within the scope of
TCFD reporting. These risks are specifically addressed in renewable energy power
plants, where water resources play a significant role. Factors such as the efficient
operation of these energy sources, potential disputes with local communities, and
water distribution are also taken into account in the assessment.

Energy supply and security have been evaluated in an integrated manner with supply
chain security. Zorlu Enerji prioritizes delivering uninterrupted and secure energy
supply to end-users in the countries where it operates and has included this aspect in
its risk assessment.

Considering the situations in the geographical locations and markets where its
investments are located, Zorlu Enerji is in an advantageous position in terms of the
evaluated risk factors. The company's activities, approach to sustainability issues, and
corporate structure demonstrate its ability to seize numerous opportunities in the
energy sector and in Turkey.

Inflation Risk Name Risk Score (Possibility- Impact)

Risk Inflation Risk 15,82
Currency Risk 15,48
ency Risk Liquidity Risk 14,61
Energy Crisis 14,04
Interest Risk 12,40
[Natoral Disaster Risk | 2,21
[Global Warming and Climate Change 12,0
Geopolitics Risk 1,81
[iRterest Risk Price Stability Risk 1,64
Cyber Risks 157
Supply Chain Risk 1,06
International Policy Risk 10,75
Epidemic Diseases 10,52
Profitability and Production Costs Risk 10,47
Decrease in Biodiversity Risk 8,87
Reputation Risk 873
Society Risk 822
Rapid Change in Consumer Behavior Risk 7.67
Compliance with the Legistation Risk 6,49

Possibility




4.1 Zorlu Enerji risk

management

Zorlu Enerji implements an integrated and centralized corporate risk management system to
identify potential threats to its business operations. This approach allows the company to
consistently, efficiently, and economically identify, assess, and manage all risks. In this context,
the risk management system aligns with the COSO Internal Control Integrated Framework and
ISO 31000 Risk Management Standards. Following these guidelines, Zorlu Enerji also applies
ISO 9001 and 14001 Management Systems procedures based on ISO 31000 Risk Management
Standards.

With this structure, the company reviews risks and opportunities daily in its operations. The risk
management approach enables the assessment, prioritization, and monitoring of risks.
Additionally, the Corporate Risk Management and Finance Departments calculate the financial
impacts of risks based on scenario analysis. The results of the conducted scenarios are shared
with the Sustainability Board by the Corporate Risk Management Department, and risks are
consolidated. The board maps all sustainability-related risks, and the most significant risks are
communicated to the top-level management board to decide how to manage these risks.

At this stage, the Management Board reassesses the level of risk and determines the necessary
measures. The Management Board shares its views with
the Board of Directors and the CEO. The required actions
are then taken based on the Management Board's
recommendations and the approval of the Board of

Directors and the CEO.

To effectively assess and manage these categories, an In line with the corporate risk
Early Risk Detection Committee is established within the management approach,
Corporate Risk Management department. The committee "Sustainability Risk

is responsible for implementing risk reduction measures Categories" are defined as
and managing risks. In 2022, the Early Risk Detection follows:

Committee convened 6 times to timely and accurately

. o . . . + Energy efficiency
identify risks that could negatively impact operations.

 Natural resource utilization
 Emission reduction projects

During the risk assessment process, various criteria such .
* Legal requirements

as legal sanctions, probability, frequency, relevance, the

number of affected businesses, timeframe, and impact ~ ° Environmental conservation
level are taken into account. Risk mapping is done with » Technology upgrades for
the help of a previously established risk inventory. efficiency
Economic, environmental, and social impacts are  Low carbon transition

evaluated, and a SWOT analysis is conducted in
accordance with the inventory, highlighting potential
opportunities. The outcomes of all these efforts are then
communicated to the Sustainability Board.

The Sustainability Board acts as a unit that brings together data from various channels,
including greenhouse gas and energy data submitted by facilities, environmental compliance
indicators, SWOT analysis, stakeholder meeting results, and performance reports. Based on this
information, Sustainability Board Coordination Meetings are held every three months to review
and monitor environmental compliance and greenhouse gas reduction activities at the facilities.

3COSO, the most well-known model of internal control, is a framework that illustrates the relationship between the components of internal control and
the objectives and activities of an organization. It enables a company's units and operations to achieve their goals with the help of the elements of
internal control. The primary purpose is to continuously improve processes and create organizations that are cost-effective, more effective, and efficient.
4SWOT Analysis is a strategic technique used to identify the strengths and weaknesses of an organization, technology, process, situation,

or individual, as well as to determine the opportunities and threats arising from the internal and external environment in a project or

a business venture.



4. Managing climate-related

risk process

Zorlu Enerji Group continues its activities through the Zorlu Holding Corporate Risk
Management Department to proactively identify risks that could jeopardize the existence,
development, and continuity of the company. The department also ensures the
implementation of necessary measures concerning identified risks and centralizes the
management of risks.

In this context, the Zorlu Holding Risk Policy and Procedures and the Corporate Risk
Management Framework have been prepared, valid for all related companies operating
under Zorlu Holding. Climate-related risks are considered an integral part of the general
risk management framework, encompassing both physical and transition risks.




The Zorlu Holding Corporate Risk Management Policy
is summarized below:



Contininuvous

Monitoring

The Early Detection of Risks Committee has been established in accordance with the
Turkish Commercial Code, the Company's Articles of Association, and the Capital Markets
Board's Corporate Governance Communiqué, with the aim of identifying risks that could
endanger the existence, development, and continuity of the Company at an early stage,
implementing necessary measures regarding identified risks, and managing risks
effectively. The committee continues its efforts to proactively identify threats that may
have adverse effects on the Company's continuity and development, and to develop
action plans to mitigate these threats and manage risks effectively.

To ensure adequate oversight of the corporate risk management processes, the Early
Detection of Risks Committee convened six times in 2022. The decisions taken by the
committee as a result of its reviews have been presented to the Board of Directors.




5. METRICS AND

GOALS

Zorlu Enerji believes that in order to achieve a world powered entirely by green energy, it
must start with its own operations. In this regard, the company is committed to
decarbonizing its energy production and operations every day. By 2030, Zorlu Enerji aims
to achieve net-zero emissions in its operations and energy production, and by 2040, it
seeks to attain net-zero emissions across its entire value chain.




5.1 Combating the

climate crisis

Performance Progress
Indicator 2021 2022

Achieving net zero in operations 2;35; ;;‘3 2020 1,4 million 1,3 million 1,2 million
. and energy production by 2030 (tCOqe) (tCO2e) (tCO2e) (tCO2e)
imate
Action Achieving net zero across the eSrrfic;r;i?) r:?s 2020 4 thousand | 500 thousand | 200 thousand
entire value chain by 2040 (tCOse) (tCO2e) (tCO2e) (tCO2e)
2
Gﬁe?nﬁnd Increase the share of renewable Percentage
En re '°'Sue M energy in total generation to of energy 2020 %99,9 %99,9 %99,9
ergy SUPPlY Eeret by 2030° production
Achieving net zero in operations and Achieving net zero across the entire value chain by 2040
energy production by 2030 600000
500 thousand tCO,e
1600000 = ) ilion tCOge 1,3 million tCOse 1,2 million tCO,e 500000 2
1400000
1200000 400000
@, 1000000 o
g & 300000
g 800000 g 200 thousand tCO.e
600000 200000
400000
100000
200000 4 thousand tCO%e
0 0
2020 2021 2022 2020 2021 2022
Years Years

Increase the share of renewable energy in
total generation to 100% by 2030

99,9% 99,9% 99,9%
100,0%
80,0%
Q
jo2
2 60,0%
c
Q
L
S 40,0%
20,0%
0,0%
2020 2021 2022
Years

$Production in Turkey has been taken into account, production from thermal power plants that are operated due to the instructions of
the Ministry of Energy and Natural Resources and maintenance processes have been excluded from the scope.



Zorlu Enerji is aware of the importance of reliable
and sustainable energy supply for all sectors. The
company emphasizes the conservation of energy
resources, optimizing energy usage in all its
activities, and promoting responsible energy
consumption. In line with these objectives, Zorlu
Enerji regularly measures energy consumption levels,
evaluates  findings, and strives to make
improvements wherever possible.

Zorlu Enerji is committed to promoting efficient
energy use and responsible energy consumption. The
company consumes non-renewable energy sources
such as natural gas, diesel, gasoline, LPG, and coal.
With a strong sense of environmental responsibility,
Zorlu Enerji complies with all environmental
regulations and conducts regular environmental risk
assessments. The company prioritizes minimizing
environmental impacts in all its activities, including
construction, maintenance, and repair processes,
and takes measures to prevent or reduce direct and
indirect effects on the environment and human
health. These measures include proper waste
disposal procedures, efficient use of natural
resources, and preparedness against potential
accidents and disasters that could harm the
environment.

As part of its Sustainability Policy and strategy, Zorlu

Enerji invests in high technology to prioritize energy

efficiency while also investing in domestic, renewable,

and clean energy sources in the fight against the climate crisis. Thanks to recent
investments in renewable energy, as of the end of 2022, renewable energy accounts
for 87% of Turkey's production portfolio. The company continues its efforts to be the
most effective, visionary, and technology-developing player in wind, hydroelectric,
solar, and geothermal energy, as well as solar energy in Turkey.




GHG

Emissions

Zorlu Enerji always operates with an environmental
responsibility approach, focusing on energy
efficiency, sustainable energy production,
distribution, and consumption, efficient use of water
resources, and reducing greenhouse gas emissions in
all its activities. Given the high level of greenhouse
gas emissions from the energy sector in which it
operates and aiming to mitigate its adverse effects
on the climate crisis, Zorlu Enerji is committed to
meeting set targets, including the Paris Climate
Agreement, and working intensively to achieve net
zero carbon emissions by 2050. The company is
actively working on Science-Based Targets (SBTi),
aligned with the global 1.5°C adaptation goal, as
part of supporting its sustainability objectives, and
plans to disclose its targets by 2024.

Without excluding any aspect mentioned in the ISO
14001 Standard, Zorlu Enerji has calculated and
verified direct and energy indirect greenhouse gas
emissions arising from its operational activities,
covering all group companies. The company has
measured its carbon footprint in the sector, verified
it, and shared the results with investors and other
stakeholders through platforms like CDP (Carbon
Disclosure Project) and its Sustainability and
Integrated Activity Reports. Zorlu Enerji became the
first company in the Electricity Distribution Sector to
calculate and verify its carbon footprint upon joining
OEDAS (Distribution System Operator).

In 2022, Zorlu Eneriji's total Scope 1 and Scope 2 greenhouse gas emissions amounted
to 1,063,477.93 tCO,e and 232,456.77 tCOye, respectively. Scope 3 emissions, which
include fuel-related activities not covered in Scope 1 and Scope 2, production-related
waste, procurement, business travels, and personnel services, amounted to
212,703.06 tCO%e in 2022. OEDAS reported Scope 1 and Scope 2 emissions of 202,718
tCO4e, while Scope 3 emissions of 30,291 tCO,e were attributed to distribution

activities and reported under Scope 2.
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5.2 Our goals and performance indicators

for combating the climate crisis

Science Based Target Project (SBTi)

"We continue to develop our goals towards achieving 'Net Zero'!

Zorlu Enerji, with its vision of becoming the "energy company of the future,” has
committed to developing its Sustainability Strategy, embracing the climate action
dimension, and setting "net-zero emissions targets" for 2030 and 2040 in line with the
"Science-Based Targets " approach. As a groundbreaking move in the Turkish energy
sector, Zorlu Enerji has publicly shared its commitment through the Science-Based Targets
Initiative (SBTi) and declared its responsibility to limit global greenhouse gas emissions in
line with the Paris Climate Agreement goals to 1.5°C, creating a science-based and
traceable roadmap by 2024.

5 -15 Years

Emission pathway aligned
to a Paris temperature goal

Zorlu Eneriji, with its vision of becoming the "energy company of the future," has committed to developing its Sustainability Strategy, embracing
the climate action dimension, and setting "net-zero emissions targets" for 2030 and 2040 in line with the "Science-Based Targets¢" approach. As
a groundbreaking move in the Turkish energy sector, Zorlu Enerji has publicly shared its commitment through the Science-Based Targets Initiative
(SBTi) and declared its responsibility to limit global greenhouse gas emissions in line with the Paris Climate Agreement goals to 1.5°C, creating a
science-based and traceable roadmap by 2024.



CDP-Carbon Disclosure Project

Zorlu Enerji became the first energy company from Turkey to participate in the Carbon
Disclosure Project (CDP) in 2010, joining the initiative for Carbon Transparency. By doing
so, the company started reporting on its corporate policies, targets, carbon emission
levels, and reduction goals related to climate change. Since 2011, Zorlu Enerji has been
sharing its carbon footprint with the public in a transparent manner annually as part of
the project.

ISO 14064 Greenhouse Gas Verification

As the first energy company in Turkey to comply with the ISO 14064 Greenhouse Gas
Verification Standard, we conduct emission verification and obtain certification. We
continuously work on tracking, monitoring, and reducing greenhouse gas emissions
resulting from our operations. The quantity and measurement methodologies of our
greenhouse gas emissions are regularly verified. Zorlu Enerji conducts Greenhouse Gas
Calculation and Verification in line with the ISO 14064 Standard for emission-intensive
electricity generation plants and electricity distribution areas, and certifies these efforts.




United Nations Global Compact

Zorlu Enerji institutionalized the principles we have embraced
since our establishment through our commitment to the
United Nations Global Compact (UNGC), which we became a
signatory to in 2019. These principles have been enshrined
within an international framework of commitment.

Signatory of the 2°C Declaration
and Climate Platform

Zorlu Enerji is a signatory to the COP 17 Durban initiative,
the 2°C Declaration, and a founding member of the
Climate Platform-Turkey Climate Change Leaders Group.

Gold Standard Practices

Zorlu Enerji achieved Turkey's first carbon emission project by
obtaining the Gold Standard Certificate and integrating into
the Voluntary Carbon Market with the Gok¢edag Wind Power
Plant Project, which was launched in Osmaniye in 2010. The
Gokeedag Wind Power Plant has a installed capacity of 135
MW and achieves an annual emission reduction of
approximately 300,000 tons of CO2 equivalent.

In Pakistan, Zorlu Enerji took on the project design,
installation, and operation of the country's first wind power
plant with a capacity of 56.4 MW. By obtaining the Gold
Standard certificate in Pakistan, Zorlu Enerji became the first
company to receive such recognition. The wind power plant
contributes to an annual emission reduction of 100,000 tons
of CO2 equivalent in Pakistan, creating capacity for
renewable energy investments and promoting technology
transfer, which is considered a significant step for countries
like Pakistan.

The Gold Standard Certificate is globally recognized as the most reputable program,
assessing renewable energy projects based on various criteria such as carbon emission
reductions, environmental sustainability, and contributions to social development.
Supported by over 80 civil society organizations worldwide and involved in the
development of over 1100 projects, the program is administered by the Gold Standard

Foundation.




Zero Carbon Footprint
Forests Project

Zorlu Enerji implements the Zero Carbon Footprint Forests
Project at the micro-level as part of its efforts to combat
climate change and ensure a sustainable future. With the
aim of raising awareness about climate change, the
company calculates the carbon footprint of visitors and
stands at all fairs and summits it participates in and
initiates reforestation efforts in the regions where these
activities are conducted. This project, which was initially
lounched as a social/environmental responsibility
initiative, was expanded in collaboration with the General
Directorate of Forestry, a subsidiary of the Ministry of
Agriculture and Forestry, in 2017.

As of the end of 2022, Zorlu Enerji has carried out
reforestation efforts with 520,000 saplings in the regions
where it operates, following the guidelines of the General
Directorate of Forestry's Memorial Forests regulation. With
a target of 1,150,000 saplings, the project aims to plant
90,000 saplings each year.

2017: 35,000 saplings in Yegenli/Tire-izmir
2018: 70,000 saplings in Yenicekent/Buldan-Denizli
2019: 90,000 saplings in Salihli/Manisa

2020: 90,000 saplings in Nurdagi/Gaziantep
2021: 90,000 saplings in Nurdagdi/Gaziantep
2022: 90,000 saplings in Erzincan



CONCLUSION

There is strong scientific consensus that climate change is occurring, predominantly
due to human activities. The energy sector is particularly vulnerable to the anticipated
changes in climate variables. The increased frequency and intensity of extreme
weather events, higher temperatures, and projected sea level rise are expected to lead
to various consequences. As a result, the energy sector in Turkey will also be affected
by these risks.

Energy investment decisions require a long time, and power plants and grids typically
last for 40 years or longer. This necessitates evaluating the potential impacts of
climate change on such infrastructure, identifying the nature and effects of potential
adaptation options, and assessing the technical and economic viability of some or all
of these options.

This report aims to highlight and raise awareness of Zorlu Enerji's exposure to and
vulnerability to climate change. It also discusses the existing adaptation options for
each energy source and energy distribution. By following the recommendations of the
Task Force on Climate-related Financial Disclosures (TCFD), Zorlu Enerji intends to
transparently present its climate change risks, opportunities, and their financial
implications to its stakeholders. The company will continue its efforts to combat climate
change while maintaining its operations.



TCFD

Recommendations
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