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ENKA recognises that its suppliers play
an important role in its achievements. As
the company progresses, it also seeks to
make its whole supply chain a part of this
progress. Within the framework set by the
principles of transparency and the rules of
ethics, ENKA builds its relations with the
suppliers with which it collaborates on a
basis of quality, a competitive environment,
conformity to international standards, sus-
tainability and honesty.

In all of the fields in which it operates, ENKA
carries out its work in accordance with the
local legislation of the countries concerned
and the requirements of international stand-
ards, and without compromising its ethical
rules. In this context, it expects its suppliers
and collaborators to act in accordance with
the rules of ethics and fulfil the require-
ments of responsible management. With its
philosophy of constant improvement and
joint value creation, ENKA assesses all its
suppliers depending on their fields of ac-
tivity, and reviews their supply chain risks
and environmental, social and economic
sustainability.

As noted under the heading “Ethics and
Compliance”, ENKA published the ENKA
Supplier Code of Conduct in four lan-
guages in 2017 - Turkish, English, Russian
and Arabic. It informed its new and existing
suppliers about this through various com-
munication channels and on its own web-
site. This requirement is included in all the
contracts signed with suppliers, and these
firms and their employees are expected to
conduct their activities in accordance with
the ENKA Supplier Code of Conduct.

In the same way, the ENKA Ethics Hotline,
available in six languages, was established
and went into operation in 2017. All stake-
holders including local communities, sup-
pliers, service providers, subcontractors
and their workers are able to report any

complaint or infringement of the rules of
business ethics to the ENKA Ethics Hotline
Unit using the telephone number +90 212
376 1010.

Selection of Suppliers

Suppliers are selected by the procurement
units taking into account criteria related
to the business lines in which they are ac-
tive, the needs and expectations of the
parties and the particular requirements of
the product or service which has been re-
quested. All suppliers are treated fairly and
equally during the procurement process,
which is conducted in accordance with the
procurement procedures, supplier selection
procedures and other relevant requirements
drawn up by ENKA and its subsidiaries.

Any company which wishes to enter into a
business relationship with ENKA can reg-
ister on the ENKA Global Vendor Portal. This
portal, known as the ENKA Global Vendor
Network (EGVN), contains company infor-
mation for all suppliers, service providers,
subcontractors and all other kinds of third
party with which a business relationship has
been entered into in the company’s fields of
activity. Information about these companies
is retained within ENKA.

The ENKA Global Procurement Management
System (EGPS) is a global purchasing and
warehouse management software pro-
gramme which has been developed to keep
track of the whole procurement process
from end to end, starting with procurement
planning and proceeding via the receipt of
offers, opening of tenders, evaluation of ten-
ders and issue of purchase orders to ship-
ping, warehouse acceptance and stocking
and finally the issue of the goods. The pro-
gramme makes it possible to record and
control purchases and movements of mate-
rials and equipment at all stages of the pro-
curement process.

gl - .ﬂll P

cluding local communities, suppliers, service
e their workers are able to report




ENKA SUSTAINABILITY REPORT paeRl

Before reaching an agreement with any sup-
plier, the ENKA procurement units make a
pre-qualification assessment of the com-
pany in question. The criteria for prequali-
fication include the supplier’s conduct and
attitudes in matters of ethics, compliance
and sustainability as well as the quantity of
the product or service to be purchased, the
level of risk, the supplier evaluation results,
time and cost analyses, quality assessment
analyses and the supplier’s environmental
performance and business experience.

During the reporting period, issues related
to sustainability were added both to the cor-
porate procurement procedures and to the
criteria for the prequalification and evalua-
tion of suppliers. Chief among these issues
were the following criteria:

*  Management systems for the Environment
and Health and Safety at Work

* Measurements for water consumption,
carbon footprint and waste management

 Pledges to do business in conformity
with ethics and human rights

» Policies and procedures for preventing
child labour and forced labour

» Policies and procedures concerning
bribery and corruption

e Policies and procedures for the preven-
tion of discrimination and harassment

* Legal compliance with employee rights
and working hours

e Social responsibility projects

* Assessment of the supplier according to
social and environmental compliance cri-
teria by firms with which it is in contact

Considering the business lines in which ENKA
operate, one of the topics of greatest impor-
tance among the selection and assessment

criteria is the supplier’'s performance in
terms of the Environment and Health and
Safety at Work. Suppliers with which ENKA
works or is contemplating working have to
meet comprehensive and detailed selection
criteria in the areas of Worker Health and
Safety (H&S) and the Environment. Some of
these criteria are as follows:

 Existence of a pledge concerning H&S
and the Environment

¢« H&S and Environment Management
Systems

e The supplier's plans and procedures for
H&S and the Environment and the related
records

e The number and frequency of H&S acci-
dents in the past five years

¢ The number and volumes of leaks and
spills resulting from the supplier’s activi-
ties in the past five years

e The number of personnel within the
organisation of the supplier who are
directly concerned with H&S and the
Environment

* Legal penalties incurred by the supplier

e Engagement in social responsibility
projects

Suppliers are classified according to the sec-
tors in which they operate, the amounts and
values of purchases made, critical materials
or the services they provide, the continuity
of the business relationship, the conformity
of products and services to international
standards, time and resource limitations and
their reasons, and strategic importance and
risk categorisation. This approach guaran-
tees the procurement of outputs which are
in accordance with the requirements and
which provide the maximum value added
and overall benefit.

DOING GOOD BUSINESS
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Supervision of Suppliers

In line with the aims of sustainable supply
chain, monitoring and evaluation of the per-
formance of the suppliers is one of the most
important conditions for the healthy opera-
tion of the supply chain.

ENKA operates an evaluation system on
an electronic platform in order to measure
the success of its suppliers in terms of per-
formance, time, cost, quality, health and
safety at work, and environmental and so-
cial matters.

In 2017, a number of new items related to
sustainability were inserted in question-
naires used for performance evaluation.
Performance evaluations were carried out
for a total of 470 firms during the course of
the year. These evaluations were conducted
electronically via the ENKA Global Vendor
Database.

In future years, sustainability audits will
be a part of ENKA’s cooperation with the
suppliers and service providers which hold
a strategic importance for the company.
These audits are planned to be conducted
in conjunction with independent audit in-
stitutions commissioned by ENKA, and will
particularly focus on the suppliers’ manage-
ment of Human Rights, Social Compliance,
Safety at Work, Health and the Environment,
and Operations. The sustainability audits are
to be held in addition to the existing worker
health and safety, environmental and quality
audits.

In the light of these audits, areas where im-
provements are needed are identified with
the aim of contributing to the preparation
of action plans by the suppliers containing
the necessary corrective and sustainable
actions, to the conduct of the suppliers’

activities in line with these plans, and hence
to the suppliers making improvements in
their existing systems. During the reporting
period, audits were conducted at approxi-
mately 200 supplier firms.

If the supplier evaluations reveal cases of
non-compliance, then the management
of the supplier is informed as a matter of
urgency. Depending on the nature of the
failure and the provisions of the contract
made with the supplier, other measures may
also be taken, such as warnings, penal action
and the cancellation of the contract.

ENKA evaluated 7% of the suppliers with
which it was working or intending to work
in 2017 from the point of view of H&S and
Environmental and Social matters. As a re-
sult of these evaluations, 19 suppliers were
deemed unfit to work with.

Local Procurement

ENKA does a considerable amount of local
procurement for its projects in various re-
gions of the world. In this way, it supports
the economic progress and development of
the local communities. ENKA uses the con-
cept of “local suppliers” to refer to suppliers
registered within the geographical borders
in which it operates.

Through its local procurement strategy,
ENKA does not only support the devel-
opment of local communities; it also pre-
vents the loss of the natural resources and
time that would be spent on logistics in the
case of an international procurement and
obviates related social and environmental
impacts.

The ratio of products and services ENKA
insaat purchased from local suppliers to its
total procurements within the reporting pe-
riod, is at 46% on a consolidated basis.
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ENKA insaat Local Procurement Ratio

Local Procurement

Global Procurement

Local Procurement Ratios By Project

We at ABB offer many products to ENKA
and we receive orders for some of the
projects.

We are proud of ENKA’s ethics and
compliance programme. As you know, ABB
is one of the leading companies worldwide
in terms of the implementation of Rules of
Conduct and Business Ethics.

ENKA has similar concepts, which makes
our collaboration with them easier. ENKA
carries out its work honestly and on time,
and its work is of high quality. The company
also ensures that a responsible and ethical
approach is adopted at every level.

As a part of its responsible supply chain
management, ENKA encourages, trains,
monitors and develops its business partners,
subcontractors and suppliers. | therefore
think it is very advantageous to work with
ENKA, both on behalf of myself and on
behalf of my company.

Recai inel, ABB Electric Marketing Manager,
Transformers and Power Grids

Dhi Qar Kashirskaya Route 6 Samawa South Caucasus TAIF Business Tengiz Oil Field West Qurna 1 Besmaya

Combined Cycle Multi-Purpose Pristina-Hani | Combined Cycle Pipeline Centre, Kazan, Development 10T Project, Irag Combined Cycle
Power Plant Shopping Centre, Elezit Motorway Power Plant Extension Russia Works, Power Plant
Project, Iraq Russia Project, Kosova Project, Iraq (SCPx), Georgia Kazakhstan Project, Iraq

These ratios have been calculated using local procurement numbers in 2017, and therefore differ from the project’s overall procurement ratios.

Preference is also given to local firms at
ENKA's subsidiaries, although they have not
made any formal commitment in this re-
spect, provided the firms meet the technical
specifications and standards. In 2017, ENKA
Power had a local procurement ratio of 36%
(Purchases from BOTAS and GETSAS are

not included in this ratio for reasons of con-
fidentiality). Cimtas Ningbo made 90% of its
purchases in China, where it is located. CCl
and ENKA TC, which are active in Russia, re-
spectively conducted 90% and 80% of their
procurement locally.






