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INDEPENDENT AUDITOR’S REPORT ON THE ANNUAL REPORT OFTHE BOARD OF
DIRECTORS

To the Shareholders of Pegasus Hava Taşımacılığı Anonim Şirketi

1) Opinion

We have audited the annual report of Pegasus Hava Taşımacılığı Anonim Şirketi (ihe Company) and
its subsidiaries (‘the Group”) for the period oli January —31 December 2019.

in our opinion, the consolidated financial information provided in the annual report of the Board of
Directors and the discussions made by the Board of Directors on the situation of the Group are
presented fairiy and consistent, in alI material respects, with the audited tuh set consolidated financial
statements and the information we obtained during the audit.

2) Basis for Opinion

We conducted our audit in accordance with standards on aüditing as issued by the Capital Markets
Board of Turkey and Independent Auditing Standards (mAS) which are part of the Turkish Auditing
Standards as issued by the Public Oversight Accounting and Auditing Standards Authority of Turkey
(POA). Our responsibilities under those standards are fürther described in the Auditor’s
Responsibilities for the Audit of the Annual Report section of oür report. We are independent of the
Group in accordance with the Code of Ethics for Independent Auditors (Code of Ethics) as issüed by
the POA, and we have fulfilled oür other ethical responsibilities in accordance with the Code of Ethics.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

3) Our Auditor’s Opinion on the FulI Set Consolidated Financial Statements

We have expressed an unqualified opinion in oür auditor’s report dated March 3, 2020 on the fulI set
consolidated financial statements of the Group for the period oli January —31 December 2019.

4) The Responsibility of the Board of Directors on the Annual Report

ln accordance with Articles 514 and 516 of the Turkish Commercial Code 6102 (“TCC”) and the
provisions of the Communiqu 11-14.1 on the Principles of Financial Reporting in Capital Markets” (“the
Communiquö”) ol the Capital Market Board (“CMB”), the management of the Group is responsible for
the following items:

a) Preparation of the annual report within the first three months following the balance sheet date
and submission of the annual report to the general assembly.

b) Preparation and fair presentation of the annual report; reflecting the operations of the Group for
the year, along with its financial position in a correct, complete, straightforward, true and honest
manner. in this report, the financial position is assessed according to the consolidated financial
statements. The development of the Group and the potential risks to be encountered are also
noted in the report. The evaluation of the board of directors is also inclüded in this report.

c) The annual report also includes the matters below:

- Subsequent events occurred after the end of the fiscal year which have significance,

- The research and development activities of the Group,

- Financial benefits such as salaries and bonüses paid to the board members and to those
charged governance, allowances, travel, accommodation and representation expenses,
financial aids and aids in kind, insurances and similar deposits.

When preparing the annual report, the board of directors takes into account the secondary legislative
arrangements published by the Ministry of Cüstoms and Trade and related institutions.
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5) Auditor’s Responsibilitles for the Audit of the Annual Report

Our aim is tü express an opinion, based on the independent audit we have performed on the annuat
report in accordance with provisions of the Turkish Commercial Code and the Communiqu6, on
whether the consolidated financial information provided in this annual report and the discussions of the
Board of Directors are presented fairiy and consistent with the Group’s audited consolidated financial
statements and to prepare a report including our opinion.

The independent audit we have perforned is conducted in accordance with mAS and the standards
on auditing as issued by the Capital Markets Board of Turkey. These standards require compliance
with ethical provisions and the independent audit to be planned and performed tü obtain reasonable
assurance on whether the consolidated financial information provided in the annual report and the
discussions of the Board of Directors are free from material misstatement and consistent with the
consolidated financial statements.

The name of the engagement partner who supervised and concluded this audit is Sinem Arı Öz.

ve Serbest Muhasebeci Mali Müşavirlik Anonim Şirketi
Young Global Limited

Partner

March 3, 2020
Istanbul, Turkey
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In 2019, the total salary and bonus fees paid to the General Manger (CEO), C-level Managers 
and Senior Vice-Presidents serving in our senior management team, and the income tax and 
social security contributions with respect to the same persons amounted to TL 19.213.355,89. 

In 2019 there were no loans or security extended by Pegasus to the members of the Board or 
senior management. 

3- RESEARCH AND DEVELOPMENT ACTIVITIES 

Pegasus is dedicated to allocating resources for in-house aviation technology and research & 
development activities. In the recent years, projects such as Electronic Flight Bag (EFB) 
enabling operations to be carried out in a digitalized, paperless and much more agile manner 
in the cockpit were successfully implemented. The use of the EFB is constantly improved each 
year through additional modules contributing to better utilization of the aircraft and cockpit 
mobility and reporting. In 2019, line training forms and records were digitalized via EFB. Also 
in 2019, EFB use was extended to technical operations through the introduction of Electronic 
Technical Bag (ETB) developed for aircraft maintenance personnel. This development allows 
our technicians to record maintenance checks and services electronically and the monitoring 
of maintenance activities instantly by maintenance control center and the designated cockpit 
crew. Completed and ongoing innovation, technology and design projects will continue to 
positively impact operations, allowing for smart review of operational efficiency and a more 
simplified and effective operational performance.  

Also in 2019, Pegasus developed key projects with an aim to increase the digital experience of 
our guests. A Digital Quality Program was launched to ensure that users are provided with a 
trouble-free and error-free experience in all digital channel experience areas including flight 
search, ticketing, payment and check-in. We increased end-to-end user experience with new 
features such as registered passengers, visa and passport reader and registered credit cards. 
Groups reservation booking was introduced on our digital channels for groups of ten to 25 
passengers, eliminating the need to apply to travel agents for group bookings. We renewed 
our promotional campaigns infrastructure by enabling new skills to offer more flexible 
campaigns to our guests. We renewed our agency system with improved digital experience 
for our agencies, improving their sales capabilities. For the first time in Turkey, new 
distribution capability is launched by Pegasus, enabling much faster integrations with online 
travel agents and also improving their sales capabilities. Our in-flight entertainment system 
became widely operational as we enabled our guests to access flight information and various 
entertainment content using their own mobile devices. 

Pegasus continued to improve on data quality, unification and segmentation in 2019, a 
process that was launched in 2018. For the first time, Pegasus offered personalized offers to 
eligible customers and we will aim to continue to increase the variety of such offers and to 
reach more customers with new offers in 2020 and beyond. 

Pegasus constantly aims for better customer satisfaction and experience and we continue our 
efforts to inform passengers real-time about their flight journey, integrating new scenarios 
such as directing customers to online check-in and Express Baggage kiosks. 
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Pegasus continued to increase passenger experience by expanding the reach of its Express 
Baggage units at the Istanbul Sabiha Gokcen Airport. Express Baggage units are enhanced with 
new features such as excess baggage fee payment, searching flights using passport, mobile 
phone number or Turkish ID number; and thus, self-service capacity at our main hub is 
increased. Another first of its kind benefit to the passengers is the ID Card Travel Capability 
that is implemented at various airports in Turkey for domestic flights. Passengers are allowed 
to scan their new generation national ID cards to clear security zone and the boarding gate 
checks without the need to produce any other document. Auto Check-in was introduced as a 
new service for our guests, checking-in those who purchase seats on our flights. 

In addition to our contribution to the passenger digital experience, Pegasus developed new 
and improved digital capabilities, providing more efficient daily routine activities for our 
employees. The Paperless Office initiative is processing incoming invoices using Optical 
Character Recognition Technologies and other supportive technologies to eliminate manual 
work, printing and copying and speeding up invoice processing. Pegasus deployed Robotic 
Process Automation in many department functions and provided digital workforce support to 
meet increasing demand for work due to higher volume of transactions.  

Pegasus also increased operational efficiency of cockpit and cabin crew staff. The SmartOps 
mobile system helps flight crew to operate their duties on a single digital platform. SmartGo 
was introduced as a new centralized system for ground operation teams, increasing 
operational efficiency.  

4- COMPANY'S BUSINESS AND MATERIAL DEVELOPMENTS RELATING TO THE COMPANY 
ACTIVITIES 

A- SECTOR OUTLOOK  

International Aviation Market 
Globalization and the rapid expansion of worldwide trade volume turned transportation into 
one of the key sectors of today's world economy. Parallel to this development the aviation 
sector is experiencing growth at high levels and is playing a leading role in international and 
intercontinental integration. 

According to the Air Passenger Market Analysis published in February 2020 by the 
International Air Transport Association (IATA), demand and business growth manifested in 
terms of revenue passenger kilometers (number of revenue passengers and distance flown of 
each flight, indicating capacity that is earning revenue) stood at 4.2% in 2019, below the long-
term growth trend of 5.5%. At the Airline Industry Economic Performance report published on 
December 2019, IATA estimated the RPK growth for 2020 to remain parallel to the 2019 figure 
at 4.1%. The same report also forecasts that global commercial airlines will post an EBIT 
margin of 5.1% in 2019 and 5.5% in 2020, indicating the continuation of the positive 
profitability trend that reigned in the market since 2010.1 

  

 

 
1 https://www.iata.org/publications/economics/Reports/Industry-Econ-Performance/Airline-
Industry-Economic-Performance-December-2018-Presentations.pdf  

https://www.iata.org/publications/economics/Reports/Industry-Econ-Performance/Airline-Industry-Economic-Performance-December-2018-Presentations.pdf
https://www.iata.org/publications/economics/Reports/Industry-Econ-Performance/Airline-Industry-Economic-Performance-December-2018-Presentations.pdf
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The establishment of an efficient internal control system in Pegasus is carried out under the 
responsibility of the Board and under the scrutiny of the Audit Committee. In this context, the 
Committee takes into consideration information received from Pegasus management, the 
Internal Audit Department and the independent auditor and shares its opinion and 
recommendations on internal controls with the Board. The Audit Committee ensures that all 
actions are taken so that internal controls can be carried out in a sufficient and transparent 
manner. Pegasus Internal Audit Department performs its task under the scrutiny of the Audit 
Committee and according to the audit plan approved by the Committee. Besides the internal 
control function operated by the Internal Audit Department, Pegasus benefits from the work 
of various operational internal control units acting as part of management in accordance with 
civil aviation rules and Company policies. 

As of December 31, 2019, the Internal Audit Department of Pegasus comprised the Head of 
Internal Audit, three Internal Audit Senior Specialist and one Internal Audit Specialist. 

D- 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 December 31, 2019. As of December 31, 2019, Pegasus did not have any indirect 
subsidiaries or joint ventures. Pegasus was not subject to any cross-shareholding in 2019. 

 
 
Affiliate 

 
Nationality /  
Area of Activity 

 
Issued  
Share Capital 

 
Nominal 
Shareholding 

 
Share % 

Affiliation 
with Pegasus 

PHT Turkey / Simulated flight 
training 

TL 100,000 TL 100,000 100.00% Subsidiary 

PFTC Turkey / Simulated flight 
training 

TL 200,000 
 

TL 98,800 
 

49.40% Joint Venture/ 
Associate 

Hitit CS Turkey / Information 
Technologies Solutions 

TL 200,000 
 

TL 100,000 50.00% Joint Venture/ 
Associate 

Pursuant to the resolution of our Board of Directors dated September 12, 2019, the Company 
executed an agreement with the same date with AviaTrade Corp. LP operating in the United 
Kingdom for the sale of our entire 49% participation interest in our subsidiary Air Manas Air 
Company LLC operating domestic scheduled flights in the Kyrgyz Republic. Registration of the 
sale and share transfer have been completed as of October 14, 2019 and registration 
certificate has been received on October 15, 2019. 

E- SHARE BUYBACK TRANSACTIONS 
There were no share buyback transactions for the year 2019.  

Pursuant to the Pegasus Share Buyback Policy adopted by the resolution of Board of Directors 
dated November 20, 2013 and numbered 403, available in our Investor Relations Website, 
Pegasus will implement any share buyback or accepting its own shares as lien in accordance 
with the mandatory provisions of the Turkish Commercial Code and the rules determined by 
the Capital Markets Board under the authority granted by the Capital Markets Law and all 
share buyback transactions are publicly announced within the framework of the regulatory 
framework.   
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Stephen M. GRIFFITHS Independent Board Member 
Stephen Mark GRIFFITHS joined Pegasus as a non-executive member of the Board of Directors on November 
11, 2016 and has served as an independent director since January 2017. Since October 2018, Steve GRIFFITHS 
is acting as the Chief Operating Officer for London Stansted Airport as part of the Manchester Airport Group 
and has considerable executive experience in the aviation sector. Between 2015 and 2017, Steve GRIFFITHS 
was the Chief Operating Officer of the London Underground. Between 1995 and 2013, Steve GRIFFITHS served 
in various positions at Virgin Atlantic Airways Limited. Between March 2009 and June 2013, Steve GRIFFITHS 
was the Chief Operating Officer of Virgin Atlantic, responsible for the safe, efficient and cost-effective delivery 
of the airline operations and customer service promise, with leadership responsibility for 6,500 employees in 
flight operations, engineering, airports, cargo, pilots, cabin crew, safety and security and customer experience. 
Prior to that, Steve GRIFFITHS served as director of engineering between 2007 and 2009 and undertook 
various senior engineering positions between 1995 and 2007. Between 1986 and 1995, Steve GRIFFITHS 
served as senior service engineer at Rolls Royce plc. 

Duties Assumed Elsewhere in 2019 
1. London Stansted Airport, U.K. Chief Operating Officer 

 

Michael G. POWELL Non-Executive Board Member 
Michael Glyn POWELL has been appointed as non-executive member for the Board of Directors in 
April 2018. Mike POWELL has significant experience implementing the LCC business model and since 
June 2017, he has served as executive chairperson and interim CFO of the Flybondi Group. Between 
December 2015 and June 2007, Mike POWELL served as the CFO of the WizzAir Group, and between 
2007 and 1997, he had experience in the equity market as head of aviation research and fund 
manager. Mike POWELL has a degree in Management Sciences from the University of Manchester. 
Mike POWELL is a citizen and resident of the United Kingdom. 

Duties Assumed Elsewhere in 2019 
1. Flybondi Limited, U.K. Executive Chairperson 
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