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1- GENERAL INFORMATION
A- GENERAL INFORMATION ON PEGASUS

Reporting Period :January 1, 2014 - June 30, 2014

Commercial Title : Pegasus Hava Tasimaciligi A.S.

Trade Registration : Istanbul Trade Registry / 261186

Headquarters : Aeropark, Yenisehir Mahallesi, Osmanli Bulvari, No: 11/A
Kurtkoy 34912 Pendik / Istanbul

Contact Information : Telephone. +90 216 560 7000

Fax. +90 216 560 7001

Corporate Website. www.flypgs.com
Investor Relations Website.
http://www.pegasusinvestorrelations.com

Branch Information :
(1)Pegasus Hava Tasimaciligi A.S. Germany Branch - Berliner Allee 47 D-40212 Dusseldorf
(2)Pegasus Hava Tasimaciligi A.S. Netherlands Branch — Vertrekpassage 258, 118AW Schipol

B- CAPITAL, SHAREHOLDING AND ORGANIZATION STRUCTURE OF PEGASUS

As part of the initial public offering of its shares in April 2013, Pegasus adopted the
authorized capital system and increased its issued capital to TL 102,272,000 from TL
75,000,000, within the authorized capital ceiling of TL 500,000,000. No changes have taken
place with respect to the Company's shareholding structure since December 31, 2013.
Information on the capital and shareholding structure of Pegasus as of June 30, 2014 is
shown in the table below.

June 30, 2014

Shareholder Number of Shares Shareholding Ratio

Esas Holding A.S. ("Esas Holding") 64,353,570 62.92%
Publicly Traded 35,294,000 34.51%
Emine Kamisgh 874,810 0.86%
Ali ismail Sabanci 874,810 0.86%
Kazim Kdseoglu 437,405 0.43%
Can Koseoglu 437,405 0.43%
Total 102,272,000 100%

As of June 30, 2014, Esas Holding is the controlling shareholder of Pegasus. Esas Holding is a
holding company founded in 2000 by Sevket Sabanci and his family and as of June 30, 2014
has investments in the aviation, retail and entertainment, food, healthcare and real estate
sectors in and outside of Turkey. Esas Holding is fully owned by Sevket Sabanci and the
members of his family.

C- INFORMATION ON BUSINESS ACTIVITIES

Pegasus is Turkey's leading low-cost airline. Pegasus entered the aviation sector through
charter flights in 1990. Following its acquisition by Esas Holding at the beginning of 2005,
Pegasus changed its business model, introducing a low-cost network carrier model and
focused on providing affordable and on-time air travel service with a young fleet.


http://www.pegasusinvestorrelations.com/

As a result of the successful implementation of this low-cost strategy, Pegasus experienced
rapid expansion of its operations both in domestic routes as well as internationally. In
comparison to the cumulative annual growth rate of the Turkish market between 2007 and
2013 at 13%, the cumulative annual growth rate of the scheduled passengers flying with
Pegasus reached 31% during the same period. In addition to being the fastest growing airline
in Turkey in terms of passenger numbers during this period, Pegasus was the fastest growing
airline among the 25 largest European airlines in terms of seat capacity in 2011, 2012 and
2013 according to the Official Airline Guide (OAG).

Pegasus focuses on providing high-frequency services on short- and medium-haul, point-to-
point and transit routes on its domestic and international network primarily from its main
hub in Istanbul Sabiha Gokgen International Airport. Pegasus also offers scheduled flights
from other domestic hubs, primarily in Adana, Antalya and izmir. As of June 30, 2014,
Pegasus offered scheduled passenger services on 30 domestic routes in Turkey and 54
international routes to European (including North Cyprus), CIS and Middle Eastern
destinations, serving a flight network covering 84 destinations in 35 different countries.

Pegasus also offers a number of services ancillary to the core air passenger services and
generates revenue through the provision of these services, including pre-order and in-flight
sales of beverages and food, sales of duty-free items on board international flights, excess
baggage, reservation change and cancellation fees, airport check-in and seat selection fees.
In the first six months of 2014, the revenue recorded from ancillary services constituted 19%
of total revenue for the period, while ancillary revenue increased by 71% year-over-year.

In addition to the above, Pegasus derives revenue from other services, primarily consisting
of cargo services and a relatively low volume of charter and split charter flights for tour
operators, which represented 6,4% of total revenue in the first six months of 2014.

D- INFORMATION ON THE MANAGEMENT BODY, SENIOR MANAGEMENT AND PEGASUS
EMPLOYEES

a)- Management Body: The management body of Pegasus is the Board of Directors. As of
the date of this Report, the Board of Directors consists of eight members. The identity, duty
and term of office of each Director are indicated in the following page.

Name / Surname Duty Term of Office

Ali ismail Sabanci Chairman of the Board of Directors March 31, 2014 - 2015 GA &
Hiiseyin Cagatay Ozdogru Vice-Chairman of the Board of Directors | March 31, 2014 - 2015 GA )
Mehmet Cem Kozlu Independent Director March 31, 2014 - 2015 GA &
Mehmet Sagiroglu Independent Director March 31, 2014 - 2015 GA ¥
Sukri Emre Berkin Independent Director March 31, 2014 - 2015 GA ¥
Conor John McCarthy Non-executive Board Member March 31, 2014 - 2015 GA &
Saad Hassan Hammad Non-executive Board Member April 25, 2014 - 2015 GA 2
Sertac Haybat Board Member and CEO March 31, 2014 - 2015 GA ¥

@ Appointed for a term of one year at the Annual General Assembly dated March 31, 2014

@ Raymond Douglas Webster resigned as member of the Board of Directors effective as of April 25, 2014

and Saad Hassan Hammad was appointed to replace him for the remaining term of office as per Article
363 of the Turkish Commercial Code. The appointment will be submitted for the approval of our
shareholders at the next General Assembly Meeting.




b)- Senior Management: Pegasus senior management comprises the CEO, management
personnel directly reporting to the CEO and vice-presidents reporting directly to senior vice-
presidents. On a consolidated basis, Pegasus deems the general managers of its subsidiaries
IHY izmir Havayollari A.S. ("IzAir") and Air Manas Air Company LLC ("Air Manas") among
senior management. Information on the Pegasus senior management and their duties is

provided in the following chart.

Name / Surname

Duty

Serta¢ Haybat

President & CEO

Serhan Ulga Senior Vice-President, Finance, CFO
Guliz Ozturk Senior Vice-President, Commerce
Nadir Kabas Senior Vice-President, Flight Operations

Servet Ulasan

Senior Vice-President, Technical

Nurcin Ozsoy

Senior Vice-President, Cabin Services

Nasuh Nazif Cetin

Senior Vice-President, Foreign subsidiaries

Bogag Ugurlutegin

Senior Vice-President, Ground Operations

Kemal Mustafa Helvacioglu

Vice-President, Safety Management and Quality

Aycan Kurtoglu

Vice-President, Information Technologies

Verda Beste Tasar

Vice-President, Investor Relations

Cahit Tagbas

Vice-President, Flight Training

Mine Oztiirk

Vice-President, Internal Audit

Barbaros Kubatoglu

Vice-President, Financial Controller

Tamer Ylzuak

Vice-President, Strategic Planning and Finance

Sezer Ozmutlu

Vice-President, Revenue Control

Zeynep Didem Egeli

Vice-President, Human Resources

Emre Pekesen

Vice-President, Sale

Onur Dedekoylii

Vice-President, Marketing

Turgut Atay Vice-President, Network

Aydin Alpa Vice-President, Cargo

Muzaffer Simsek Vice-President, Flight Operations (Head Pilot)
Omer Kaya Vice-President, Performance & CIT

Tahsin istanbullu Vice-President, Technic

Ersel Geyik Vice-President, Support Services

ipek Doser Vice-President, Cabin Services

Tayfun Bora Manager, Security

Gurol Yiksel CEO, IHY izmir Havayollari A.S.

ligar Alptekin CEOQ, Air Manas Air Company LLC

c)- Number of Employees: The total number of full time employed Family Members of
Pegasus and its consolidated subsidiaries defined in Section (1/E) of this Report, as of
December 31, 2013 and June 30, 2014, respectively were 3,105 and 3,314. This number
covers the members of our senior management listed above.

E- INFORMATION ON DIRECT AND INDIRECT INVESTMENTS BY PEGASUS IN OTHER
VENTURES

The table below lists information relating to the direct subsidiaries and joint ventures of
Pegasus as of June 30, 2014. As of June 30, 2014 Pegasus did not have any indirect
subsidiaries or joint ventures.



Commercial Title Nationality / Area | Issued Share | Nominal Share Affiliation

of Activity Capital Shareholding Percentage | with
Pegasus
IHY izmir Havayollari A.S. | Turkey / TL 59,500,000 | TL 41,125,000 69.12% | Subsidiary
("izAir") Scheduled and @

unscheduled air
transportation

izmirliler Otelcilik Yatirim | Turkey / Hotel and TL 4,205,000 TL 2,499,995 59.45% | Subsidiary
Turizm ve Ticaret A.S. gas station

("izmirliler Otelcilik") operations

Pegasus Ugus Egitim T.C. / Simulated TL 200,000 TL 98,800 49.40% | Joint
Merkezi A.S. ("PUEM") flight training Venture
Air Manas Air Company Kyrgyzstan / KGS | KGS 6,088,250 49.00% | Subsidiary
LLC ("Air Manas") Scheduled and 12,425,000

unscheduled air
transportation

2- FINANCIAL STATUS

A- INFORMATION ON INVESTMENTS MADE BY PEGASUS IN THE RELEVANT ACCOUNTING
PERIOD

Since 2005, Pegasus placed firm orders with Boeing for a total of 40 new B737-800NG
aircraft and, as of June 30, 2014, 38 aircraft have been taken delivery. Pegasus expects to
take delivery of the remaining two aircraft under the Boeing orders in 2015.

In addition to the aircraft subject to the Boeing orders, as of June 30, 2014 Pegasus
consolidated fleet includes a total of 14 aircraft obtained through operational lease
agreements.

Pegasus consolidated fleet also includes one Boeing B737-400 operated by Air Manas.

Information relating to the aircraft operated by Pegasus and its consolidated subsidiaries is
provided in the following table:

AIRCRAFT RANGE NUMBER OF AIRCRAFT SEAT CAPACITY AVERAGE  FLEET
TYPE (KM) AGE
June 30, June 30, Growth June 30, June 30, Growth June30, 2014
2(()1}3 2014 (%) 2(()1}3 2014 (%)

B737-400 3,148 1 1 - 168 168 - 16.25
B737-800 4,360 42 48 14.2 7,935 9072 14.3 4.46
Airbus A320 3,900 - 4 400.0 - 720 400.0 0.45
TOTAL 43 53 23.2 8,103 9,960 22.9 4.38

In July 2012, Pegasus placed an order with Airbus for 57 firm order A320neo and 18 firm
order A321 neo aircraft, totaling 75, and an additional 25 optional aircraft, thereby
constituting a purchase order for 100 new aircraft.

The delivery schedule for our firm order B737-800NG and A320neo/A321neo orders is as
follows:

Aircraft Type 2014 2015 2016 2017 2018 2019 2020 2021 2022
B737-800NG - 2 - - - - - - -
A320neo - - 7 5 10 14 13 8 -
A321neo - - - - - - - 5 13

* If the option for the 25 aircraft under the Airbus order is fully or partially exercised by Pegasus, the delivery of the

option aircraft will commence after 2022, unless the parties agree on earlier deliveries.




As of the date of this Report, and subject to the market conditions and changes that may
take place in connection therewith, Pegasus expects to increase the number of aircraft in its
consolidated fleet to 54 in the 2014 summer season and 55 as at the end of 2014.

B- SALES AND PROFITABILITY IN THE REPORTING PERIOD, REVENUE GENERATION,
DEBT/EQUITY RATIO AND OTHER ASPECTS THAT PROVIDE INFORMATION ON THE
COMPANY'S OPERATIONAL RESULTS COMPARED AGAINST PREVIOUS YEARS

Operational and financial results of Pegasus for the period between January 1 - June 30,
2014 compared against the same period in 2013 and the year-over-year changes for the

relevant line items are set out in the following charts:

Pegasus Operational Results for the Period January 1, 2014 - June 30, 2014

Domestic June 30, 2014 | June 30,2013 | Change %
Number of passengers (million) 5.74 4.72 21.5
Number of seats (million) 7.00 5.82 20.3
Load factor (%) 82.0 81.2 0.8
Cycle 37,378 30,938 20.8
Passengers per cycle 154 153 0.6
ASK 2 (million) 4,085 3,326 22.8
International 2
Number of passengers (million) 3.50 2.83 24.0
Number of seats (million) 4.65 3.71 25.3
Load factor (%) 75.4 76.2 (0.8)
Cycle 25,398 20,276 25.3
Passengers per cycle 138 139 (1.0)
ASK (million) 7,089 5,631 25.9
Transfer passengers ratio (%)*2! 27.9 24.9
Total
Number of passengers (million) 9.24 7.55 22.4
Number of seats (million) 11.64 9.52 22.3
Load factor (%) 79.4 79.3 0.1
Cycle 62,776 51,214 22.6
Passengers per cycle 147 147 (0.1)
ASK (million) 11,173 8,957 24.7
Block hours ! 108,978 86,149 26.5
Average daily aircraft utilization (hours) 12.1 12.1 0.6
Destinations flown & 84 71 18.3
» Domestic 30 29 3.4
> International 54 42 19.0
Number of aircraft in fleet ¢ 53 43 23

@ Refers to available seat kilometers, and is equal to the number of seats available for passengers during a
specified period multiplied by the number of kilometers that those seats are flown.

@ Includes charter operational results.

® Represents the percentage of a combination of two or more successive Pegasus operated flights that a
passenger takes under one ticket and includes at least one international scheduled flight, among all
international flights.




® Refers to the hours from an aircraft’s take-off to landing (including taxi time)

®) Includes destinations announced and for which ticket sales have commenced

© As of December 31, 2013, includes the aircraft in IzAir and Air Manas fleets whereas for December 31,
2012, excludes the three B737-800 aircraft comprising the IzAir fleet and allocated for joint split charter

operations between Antalya and various cities in Germany under the Air Berlin Turkey brand name

Pegasus Financial Results for the Period January 1, 2014 - June 30, 2014

Summary Balance Sheet June 30, 2014 December 31, 2013 | Change %
Current assets 1,582,815,552 1,220,215,191 30
Fixed assets 2,120,946,667 2,277,989,446 -7
Total assets 3,703,762,219 3,498.204,637 6
Short-term liabilities 990,514,017 677,597,387 46
Long-term liabilities 1,596,609,249 1,674,380,165 -5
Shareholders' equity 1,116,638,953 1,146,227,085 -3
Summary Profit and Loss Statement June 30, 2014 June 30, 2013 Change %
Sales income 1,311,178,083 989,158,509 33
Gross profit 86.435,268 180,000,199 -52
Profit/(loss) from operations -23,675,888 100,981,786 -123
Operating profit before financial -22,948,095 101,690,976 -123
income/(expense)

Profit/(loss) before tax -5,285,044 68,535,519 -108
Profit/(loss) for the period -17,922,243 44,141,270 -141
Earnings/(loss) per share -0.15 0.55 -127
Changes in Financial Position June 30, 2014 December 31, 2013| Change %
Cash and cash equivalents 1,026,069,394 877,401,671 17
Financial liabilities 1,519,523,016 1,626,359,342 -7
Net debt position ‘! 493,453,622 748,957,671 -34

I Net debt position = Financial liabilities - Cash and cash equivalents

C- FINANCING SOURCES AND CAPITAL MARKETS INSTRUMENTS ISSUED BY PEGASUS

Pegasus finances approximately 85% of the purchase price for the aircraft acquired by way
of financial lease through loans obtained from various banks. As of June 30, 2014, the
outstanding balance of the total loans borrowed for the financing of 27 aircraft acquired by
way of financial lease is TL 1,508.5 million.

Furthermore, as of June 30, 2014, Pegasus and its subsidiaries have drawn TL 290.9 million
on non-cash loans under their credit lines with various Turkish and foreign banks. These
credit lines are open credit facilities that can be generally used for terms ranging from 12 to
24 months. The Company believes it will have access to additional credit lines should it
require supplementary short-term financing.

D- INFORMATION ON THE RISK MANAGEMENT POLICY ADOPTED BY PEGASUS WITH
RESPECT TO FORSEEABLE RISKS

Our Board of Directors is responsible for protecting the long-term benefits of our Company
through a rational and prudent risk management approach by performing optimum balance
between risk, growth and returns.



The Committee on the Early Detection of Risk has been formed as a Board of Directors
Committee in order to assist the Board of Directors with respect to the determination in
advance, management and mitigation of the risks that may endanger the existence,
development and the future of Pegasus.

During the performance of its risk detection and management duties, the Committee on the
Early Detection of Risk works in coordination with other Board Committees and the Company
management. In this respect, the Committee on the Early Detection of Risk works in
cooperation with the Audit Committee with respect to risks inherent to financial reporting
and internal control mechanisms, with the Corporate Governance Committee with respect to
human resources related risks involving the Board of Directors and the senior management,
and with the Safety Committee for the surveillance of risks regarding flight safety.

The risk management policies implemented by Pegasus in the first six months of 2014 within
the framework of the limits and guidance set out by the Board of Directors with respect to
market risk (currency risk, interest rate risk and cost of fuel risk), credit risk and liquidity risk
are set out in Note 21 to the Consolidated Financial Statements of the Company for the 6-
month Period ended on June 30, 2014.

3- OTHER MATTERS

B- MATERIAL EVENTS TAKING PLACE AFTER PERIOD END THAT MAY AFFECT THE RIGHTS
AND BENEFITS OF THE SHAREHOLDERS, CREDITORS AND OTHER RELATED PERSONS AND
ENTITIES

Raymond Douglas Webster resigned as member of the Board of Directors effective as of
April 25, 2014 and Saad Hassan Hammad, a British citizen, was appointed to replace him for
the remainder of his term of office by a resolution of our Board of Directors with the same
date. In line with the provisions of Article 363 of the Turkish Commercial Code the
appointment will be submitted for the approval of our shareholders at the next General
Assembly Meeting.

On April 25, 2014 our Board of Directors resolved to amend the Charters of the Audit,
Corporate Governance and Risk Committees in consideration of the revisions brought to the
Corporate Governance Principles by the Corporate Governance Communiqué No: II-17.1 and
the amendments to the Pegasus Articles of Association approved by the shareholders at the
Annual General Assembly Meeting dated March 31, 2014 and re-determined committee
compositions as follows:

AUDIT COMMITTEE
Chairman: Mehmet Cem KOZLU
Member: Mehmet SAGIROGLU

CORPORATE GOVERNANCE COMMITTEE
Chairman: Siikrii Emre BERKIN
Members: Mehmet Cem KOZLU, Saad Hassan HAMMAD, Verda Beste TASAR

COMMITTEE ON THE EARLY DETECTION OF RISKS
Chairman: Mehmet SAGIROGLU
Members: Saad Hassan HAMMAD, inan TANRIOVER



SAFETY COMMITTEE
Chairman: Conor John McCARTHY
Members: Mehmet Cem KOZLU, Serta¢ HAYBAT

C- OTHER MATTERS AND ADDITIONAL INFORMATION THAT ARE NOT INCLUDED IN THE
FINANCIAL STATEMENTS, THAT MAY STILL BE HELPFUL FOR INTERESTED PARTIES

None.
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