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2012 OPERATIONS

A production giant

reaching from Turke
to the Balkans...

Having determined its long-term strategic
goals encouraged by its vision and mission,
Kiram Holding continued to increase its
market share and sales volume in Turkey and

the Balkans in 2012 and caried out significant
steps that will take its pioneering position

in the industry into the future. Kiriim
Holding, which enjoys important competitive
advantages such as flexible planning
processes and a production infrastructure
structured by state-of-the-art technologies,
as well as effective optimization processes

in production and sales, has successfully
continued its activities to expand its transport
and logistics operations to Italy, Greece

and Montenegro in addition to its ongoing
operations in Albania, Kosovo, Serbia and

Macedonia. Kiirim Demir, the flagship of
Kartim Holding, has proactively streamlined
its production operations through its strong
relations with domestic and international
suppliers. The Company has sustained its
leading position in the market with total
production of 419 thousand tons and a 4%
sales increase in 2012.

Having focused its overseas investments on
Albania, a market newly integrating into the
global economy, Kiirim Holding continued
its investments in this country in 2012. In
2012, Ktram International acquired four
hydroelectric power plants from the State of
Albania and expanded its operational area
as the company that performs the Holding's

operations in this country. While selling
41% of its iron and steel production in the
Albanian market and 59% to neighboring
countries such as Serbian, Kosovo, and
Macedonia, Kirdm International has
backed its market advantage with effective
marketing strategies.
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ALBANIA

KUGRUM OXYGEN

AS KURUM OXYGEN MANUFACTURES
FOR THE NEEDS OF THE MELT SHOP,
THE COMPANY HAS SUCCESSFULLY
SATISFIED ITS FUNCTION BY MEETING
THE ENTIRE DEMAND OF THE MELT
SHOP IN 2012.

KURUM INTERNATIONAL ELBASAN
HAVING ACQUIRED OWNERSHIP OF
THE FACILITIES FROM THE ALBANIAN
MINISTRY OF PRIVATIZATION IN 2008,
THE ELBASAN PLANT OPERATED BY
KURUM INTERNATIONAL HAS BECOME
ONE OF THE SECTOR'S LEADING
PLAYERS IN SOUTHEASTERN EUROPE.
IN 2012, THE COMPANY PRODUCED
248 THOUSAND TONS OF STEEL

BARS AND 382 THOUSAND TONS OF
BILLETS.

THE LIME PLANT, WHICH ALSO
OPERATES UNDER KURUM
INTERNATIONAL, HAS STEADILY
CONTINUED ITS FUNCTION IN 2012

AS THE ONLY HYDRATED LIME
PRODUCTION CENTER EXPLOITING
STATE-OF-THE-ART TECHNOLOGIES IN
ALBANIA.

ﬂ.

KOSOVA E RE

KOSOVA E RE IS THE LONGEST-
OPERATING INSURANCE COMPANY
IN KOSOVO AND THE REGION.

KURUM DEMIR

CONTINUING ITS OPERATIONS IN
GEBZE-KOCAELI, KURUM DEMIR
REALIZED A 4% INCREASE IN ITS
SALES AS AT THE END OF 2012,
ACHIEVING AN INCOME LEVEL OF
EUR 378 MILLION.
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KURUM DEMIR

COUNTRY OF OPERATION
TURKEY

AREA OF OPERATION
PRODUCTION OF HOT-ROLLED STEEL RE-BARS,
IMPORT AND EXPORT OF STEEL PRODUCTS

NUMBER AND PROFILE OF EMPLOYEES
212

83 % BLUE cOLLAR

17%0 wHITE coLLAR

CAPACITY
444 (THOUSAND TONS/YEAR)
PRIORITIZING THE PRODUCTION OF 8-MM
PRODUCTS, ITEMS THAT ARE HARD TO
PROCESS IN TERMS OF TONS/METER IN
TURKEY, KURUM DEMIR HAS CREATED A NICHE
MARKET FOR ITSELF IN THE INDUSTRY.

2012 PRODUCTION

419 (THOUSAND TONS)

HAVING ADOPTED AN EFFECTIVE MARKETING
STRATEGY, KURUM DEMIR SEAMLESSLY
DELIVERS ITS PRODUCTS THROUGHOUT
TURKEY.

2012 SALES
670 THoUSAND TONS
63 % propucT

37%b commoniTy

TURNOVER IN 2012

EUR 378 miLLioN

The founding company of Kiiriim Holding,
Kérim Demir has made significant
contributions to the development of the
Turkish iron and steel industry since its
establishment in 1975. The Company
headquarters and steel works are located

in Gebze, Kocaeli, 50 kilometers from
Istanbul. Kiriim Demir successfully satisfies
the demands received from domestic

and international markets with its yearly
production capacity of 444,600 tons. While
price-based competition has largely increased
as a result of the stagnation in global
markets, the Company’s production as of the
end of 2012 was 419 thousand tons, enjoying
a sales level of 670 thousand tons, thanks to
its efficient distribution network.

In the face of the ever-increasing competition
in the industry, Kiriim Demir uses direct
sales strategies for reaching wholesalers

and end-users and geographically positioned
its facilities at locations convenient for

its customers with the aim of increasing

its service quality and accelerating service
provision. Within the framework of this
strategy, the Company delivers its products
from the Ikitelli-Kiiclikcekmece warehouse to
the Thrace region and from the factory site to
Anatolia.

Kartm Demir's business processes are in

full compliance with international standards
including IS0 9001:2008 Quality Management
System, IS0 14001:2004 Environmental
Management System, OHSAS 18001:
Occupational Health and Safety Management
System. The Company also holds the TSE 708
Product Compliance Certification in Turkey.
The compliance with these management
systems were certified and registered with
the audit performed in the Company in
December 2011.

Another area that Kiriim Demir attributes
special importance to is the technological
investments made to ensure sustained
efficiency and a focus on productivity. To that
end, the Company’s machinery is continuously
upgraded through new investments.

Kartm Demir reserves 80% of its steel re-bar
production capacity to products that are
hard to process in terms of ton-per-meter. In
this respect, the Company manufactures 8
mm-10 mm plain and reinforcing steel bars,
once folded re-bar and 12-meter hot-rolled
steel bars. Having prioritized the production
of 8-mm products, items that are hard to
process in terms of tons/meter in Turkey,
Kardm Demir has created a niche market for
itself in the industry with this approach.
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KiRUM DEMIR

While in 2011 Kiiriim Demir sold about 87% of
its products on the domestic market and 13%

to foreign markets, these percentages were
91% and 9%, respectively, in 2012.

Having an effective marketing network in The key features that ensure competitive + Extensive distribution network and

place, Kirtim Demir seamlessly delivers its advantage for Kiriim Demir are: logistics capability,

products throughout Turkey and streamlines + Focus on highly-demanded and sales-ready » Experienced sales team,

its supply on the market through long-term small size products, » Competitive prices.

relationships with its business partners and + Agility to quickly respond to customer

customers. The Company has established demand and expectations as well as its While in 2011 Kiirim Demir sold about 87% of
its own logistics distribution network and customer-oriented, high-quality and its products on the domestic market and 13%
adopted as its principle to operate in line with continuous service approach, to foreign markets, these percentages were
the needs and expectations of its customers. + Deep-rooted and long-term customer 91% and 9%, respectively, in 2012.

relationships,

STEEL GROUP
EXECUTIVE OFFICER
DOCAN KENET

KURUM DEMIR
GENERAL MANAGER
DENiZ TOPKARA

SALES MANAGER PRODUCTION MANAGER ACCOUNTING MANAGER FINANCE MANAGER
FEHMI SENGUN SECKIN ARSLAN MUSTAFA KOSAR OMER BAYRAKGEKEN
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KURUM INTERNATIONAL

A pioneering industrial
corporation in Albania...

COUNTRY OF OPERATION
ALBANIA

AREA OF OPERATION
PRODUCTION OF HOT-ROLLED
STEEL RE-BAR,

LIME (FRAGMENTED-HYDRATED)

NUMBER AND PROFILE OF EMPLOYEES

656
85°%%b BLUE cOLLAR
15% wHITE coLLAR

CAPACITY
700 (THOUSAND TONS) IRON
510 (THouSAND TONS) BILLET

PRODUCTION IN 2012
382 (THOUSAND TONS) BILLET
248 (THOUSAND TONS) IRON

2012 SALES
27 2 THOUSAND TONS
87%%o probuct

13% commobiTy

TURNOVER IN 2012
EUrR 212 wmiLLion

KURUM IN ALBANIA

The strategic and commercial importance of
Albania, Kartim Holding’s market of focus
for foreign investment, continues to grow in
Southeastern Europe. Presently producing
iron and steel products, lime and industrial
oxygen in its facilities in Albania, the Holding
acquired four hydroelectric power plants from
the State of Albania through privatization,
thereby adding the energy industry among
its operations. With its diversified fields of
operation in Albania and expanding business
volume, Kiriim Holding targets a leading
position in the non-financial sector of the
Southeast European market.

With its 219,410 sgm plant equipped with
state-of-the-art technologies, Kiirim
International is not only an iron and steel
producer in Albania but also one of the major
private sector corporations in the country.
Powered by its high-quality international
standards and deep-rooted business culture,
Kartim International solidifies its market
position in both Albania and in Southeastern
Europe. As at the end of 2012, Kirim
International sold about 51% of its iron
produced to Albania, and 49% to neighboring
countries such as Serbia, Kosovo and
Macedonia.

The proximity of Kirim International facilities
to its target market and the logistical
advantages of such a beneficial geographic
position, provide the Company with the
opportunity to expand its production capacity,
market share and service network across

the Balkan region. Despite the decrease in
customs duties, the high cost of importing
iron and steel products and certain advantages
available on input costs make Albania an
indispensable country to invest in for Kiirim
Holding subsidiaries.

Kirim Holding has built its growth and

development strategy on the Albanian market

on three principles:

+ reducing input costs,

« increasing and diversifying the quality of
products and services and,

+ developing sustainable and long-term
business partnerships in the region.

Empowered by its professional management
approach, Kirim International continued to
increase its sales volume in its markets in 2012
with a stable pricing policy, strong relationships
established with wholesalers, and a marketing-
sales strategy based on effective premiums.

In 2012, Kirdm International continued its
rise in the Serbian market where it carries out
its sales operations and supplies scrap as raw
material.
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KURUM INTERNATIONAL

The Elbasan Steel Production Facilities, which
the Company acquired from the Albanian
Ministry of Privatization in 2009, is Kirim
International’s production headguarters.
With this strategic investment, the Company
became the first Turkish private company to
realize a direct investment of such large scale
in the Balkans, and it greatly improved the
production infrastructure of these facilities
through modernization and investments.

Comprised of one melt shop and three rolling
mills and located on a parcel of 219,410 sqm,
including 88,410 sgm of closed area, the
Elbasan Steel Production Facilities operate
with a yearly capacity of 700,000 tons of hot-
rolled steel re-bar and 510,000 tons of liguid
steel, and is capable of meeting Albania’s total
long-term product requirements.

Operating in the area of steel re-bar production
at high quality standards for more than 14
years, the Company has made substantial
investments to enhance the diversity and
quality of its products. For example, a scrap
processing unit was transferred from Germany
to Kirdm International Elbasan Steel Facilities
for non-metallic contamination cleaning of
scrap, increasing its density, and effecting
energy savings while raising productivity. The
unit operated at optimum level throughout
2012 and contributed significant value to the
Company. Furthermare, the two scrap shears
moved to the scrap plant of the Company
effectively started production in 2012. This
ensured a clean and high quality mixture which
is ideal for scrap used in steel production,
hence a significant increase in metallic
efficiency was realized. In addition, significant
achievements were made in energy savings.

DOGAN KENET
STEEL GROUP EXECUTIVE
OFFICER

KURUM INTERNATIONAL

In 2010, the rolling mill at Kiriim
International's Albanian steel facilities was
fully renovated to reach a yearly production
capacity of 450,000 tons of exportable goods.
The LPG plant built to replace the fuel oil
system in the temper furnace of this rolling
mill was commissioned in 2012, and enabled
compliance of energy savings and emission
levels with environmental regulations.

The project which launched in 2010 to improve
the continuous casting machine within

the scope of the activities to increase the
capacity of Kirtim International's Elbasan
Steel Production Facilities was successfully
completed and the system was commissioned
in 2012. This investment brought to the plant
the capacity to produce 150-mm billets and
130-mm square billets.

TECHNICAL DEPUTY
GENERAL MANAGER

GENERAL MANAGER

DENiz DUZTEPE
— QUALITY ASSURANCE AND —
PRODUCTION PLANNING

BUNYAMIN DiRiCANLI

METIN KARAHAN

MELT SHOP MANAGER

MANAGER

SCRAP PREPARATION
SUPERVISOR

ROLLING MILL MANAGER

OXYGEN FACILITIES

| OPERATIONS SUPERVISOR

ORHAN ARAL

SECURITY SUPERVISOR

—| OPERATIONS SUPERVISOR

LIME FACILITIES

CiHAN SOZEN

HEAVY MACHINERY

I |MACHINERY MAINTENANCE
SUPERVISOR

| EQUIPMENT SUPERVISOR

—{ SHIPMENT SUPERVISOR | WATER FACILITIES

ELTON BEJKOLLI
—| ELECTRIC MAINTENANCE
SUPERVISOR

HARUN SARICA
MACHINERY MAINTENANCE
SUPERVISOR

PRODUCTION AND

CONSTRUCTION WORKS

SEMiH GAYDAN
ELECTRIC MAINTENANCE
SUPERVISOR

— DUST RETENTION
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With such ambitious investments targeting

to expand the Company’s product range and

to further enhance production quality, Kiriim
International maintained its competitive edge
in 2012. Kardim International aims at effectively
projecting its competitive advantages in
production and sales processes to sustain its
financial profitability.

There are three rolling mills and one melt
shop at Kiirim International’s facilities. The
Company converts billets produced in its
melt shop into construction bars at its rolling
mills located on the premises. Whereas most
of the raw material required in the melt

shop is procured from the domestic market,
the Company also buys raw material from
Montenegro, Macedonia, Serbia and Kosovo. In
2012, a total of 248,327 tons of iron bars and
381,692 tons of billets were produced with a
3-month shutdown period.

Kdram International sells 41% of its total
products, including billets, on the Albanian
market. Accordingly, 66% of the market
demand in Albania is supplied by Kirtim
International. This outstanding performance
of the Company in the Albanian market
demonstrates Kiriim Holding's ability to
produce quality excellence in all areas and
regions.

Kdrum International runs its business
processes in compliance with EN 10080
(B500C-Europe), DIN 488 (B500A-Germany),
D.M. 14.01.2008 (B450C-Italy) and ASTM AB15A
(G60-US) international product standards, and
holds IS0 9001: 2008 Quality Management
System, ISO 14001 Environmental
Management System, OHSAS 18001
Occupational Health and Safety Management
System certifications. The Company aims at
further strengthening its proactive marketing
strategies in the coming period and extending
its successful operations in the Albanian
market to the other countries in the region.

DEPUTY GENERAL MANAGER RESPONSIBLE
FOR ADMINISTRATION AND TRADE

KORAY ZEYTINOGLU

LIME PRODUCTION FACILITY

Kiarim International owns the only slaked
(hydrated) lime production center in Albania
that uses state-of-the-art technology and
meets 70% of the country’s lime requirement.
With a production capacity of 72,000 tons per
year, the lime-production facility procures all
of its raw material need from the domestic
market. This provides the Company with

a significant competitive advantage. The
environmentally friendly de-dusting unit

and ancillary equipment were put into

service in 2011 and compliance with the EU
emission standards was ensured. As Kirim
lime products are produced at a quality level
exceeding EU standards, their utilization in
the electro-metallurgy industry continued to
increase steadily in 2012.

OKTAY KELES
FINANCE MANAGER

ACCOUNTING MANAGER

YUCEL AKSU
PROCUREMENT MANAGER

MELiH GUVEN

GJERG)I MUCA]J
HUMAN RESOURCES
MANAGER

IT SUPERVISOR

YUSUF KURUM
WAREHOUSES
SUPERVISOR

MARANGLEN MEMA
SALES SUPERVISOR

I1SIK KOROGLU
PRODUCT WAREHOUSE
SUPERVISOR

CUSTOMS OPERATIONS

ERIOLA SERA
LEGAL COUNSEL
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KURUM OXYGEN (KURUM INDUSTRIAL GASES SH.A.)

Kurum International,
an important link in
production processes...

e Operating with a production capacity of 6,400
COUNTRY OF OPERATION Nm?/h per year, Kiriim Oxygen is the second
ALBANIA company which Kiriim Holding has acquired
e R R R R in Albania through privatization/concession
AREA OF OPERATION agreements.

OXYGEN AND NITROGEN

PRODUCTION (LIQUID, GAS) The Company effectively meets the oxygen
N need of the Elbasan iron and steel facilities

operating under Kiirim International.
NUMBER AND PROFILE OF EMPLOYEES

31
940 BLUE COLLAR
6% WHITE coLLAR

Besides Kiriim Holding’'s facilities, the
Company also provides services to various
companies in Albania. Kiriim Oxygen not

S — only satisfies the Holding’s profitability need
CAPACITY but also contributes significant value to the
6,400 (Nm3/H) Albanian economy.
T —

In addition to liquid oxygen, nitrogen, and
industrial oxygen cylinders, the Company also
produces oxygen cylinders for the healthcare
industry and attracts the market’s attention

2012 SALES
eur 3 0 THousAND

with its extensive portfolio.

With 97% of its production reserved for the
melt shop, the Company continues its efforts
toincrease its capacity and efficiency taking
into account the production needs of the
Elbasan Production Facilities melt shop and
those of other facilities in the region.

38 KURUM HOLDING ANNUAL REPORT 2012
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KOSOVA E RE

The brand representing
Kurum in the
insurance sector...

COUNTRY OF OPERATION
KOSOVA

AREA OF OPERATION
INSURANCE

NUMBER AND PROFILE OF EMPLOYEES

62

82%b HicH scHooL
180/0 UNIVERSITY

PREMIUM PRODUCTION
EUR 5.3 MiLLION

NEJAT BOCNAK
STRATEGIC BUSINESS
DEVELOPMENT DIRECTOR

MUHAMET GJURGJEALO
KOSOVA INSURANCE GENERAL
MANAGER

AHMET MiTHAT MiLLi
KOSOVA INSURANCE
DEPUTY GENERAL MANAGER

KURUM IN KOSOVO

The second largest market for Kiirim Holding
in southeast Europe, Kosovo bears major
commercial potential with its population of

2 million. Kosova e RE, which Kiirim Holding
has established to provide insurance services
operates through its seven regional offices
and more than 100 agencies under its general
management office in the capital of Pristina.

KOSOVA E RE

Kosova e RE, acquired by Kiiriim Holding

from the Kosovo administration in April 2002
through the transfer of 100% of its shares, has
consistently increased its number of customers
and business volume. In 2012, the Company
has successfully maintained the 15% market
share which it had achieved in 2011. Kosova E
Re replicated its successful performance under
the structure of Kirim Holding to its corporate
structure. Having established an effective
agency network to ensure the sustainability of
its financial success, the Company continues to
target both existing and potential customers
through its marketing activities. In 2012,
Kosova E Re achieved a premium production
level of EUR 5.3 million.

Kosova e RE mainly specializes in non-life
insurance and focuses on introducing any
innovations in the global insurance sector
to the citizens of Kosovo in line with its
continuous development principle.

To that end, the Company prioritizes enhancing
its service quality and the competency of its
qualified human resource assets. Kosova e
RE’s relations with international players, the
new products it introduces to the market

and its pricing strategies further ensure the
Company’s competitive edge.

With the exception of life and health, Kosova

e RE offers all types of insurance products
including fire, motor, compulsory liability,
traffic and transport insurance. The Company
enjoys a strong financial structure thanks to
its close collaboration with global reassurance
companies. Kosova e RE insures approximately
30,000 motor vehicles in Kosovo every year.

Kosova e RE aims at increasing its market
share in the Kosovo insurance sector to 20%
and to that end targets strengthening its
agency network, as well as expanding its
product portfolio by closely monitaring the
innovations in the international insurance
sector.

40
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INVESTMENTS IN 2012 AND OUTLOOK

Consistent trend in
development from the
past into the future...

As Kurim Holding operates under its
continuous development principle, in 2012

the Company focused on investments aimed
at diversifying its areas of operation, in
addition to modernizing and enhancing the
capacity in its existing production facilities.
Kdrim International performs the Holding's
operations in Albania and has come forth with
its successful activities in the area. Kirim
International made the following investments
in 2012

» The scrap processing plant which was
commissioned at the end of 2011 reached
its optimum operation level in 2012.
Additionally, the two scrap shears moved to
the scrap plant of the Company effectively
started production in 2012. This ensured
the clean and quality mixture as targeted
in scrap used in steel production, hence
achieving a significant increase in metallic
efficiency, and as a result, generated
significant gains in energy savings.

+ The investment aimed at improving and
resizing the continuous casting machine was
successfully completed and the system was
commissioned in early 2012. This investment
resulted in the increase of the melt shop’s
capacity.

» Theinvestment aimed at improving the melt
shop dust retention plant within the scope
of environmentally-friendly investments
was implemented, and the absorption fan,
the natural coaling system and the new dust
retention chambers were commissioned in
early 2012.

» The LPG plant built to replace the fuel oil
system in the temper furnace of the rolling
mill was commissioned in 2012; as a result,
conformity to environmental regulations
in energy savings and emission levels was
achieved.

* In 2012, semi-manufactured billets produced
in the melt shop were sent to the rolling mill
without cooling, and this process enabled a
significant improvement in the energy costs
of the rolling mill. Furthermore, reduced
fuel consumption and lower emission levels
have ensured a friendly contribution to the
environment.

+ The anthracite drying and milling plant for
producing powdered carbon, which is the
most important input of the scrap melting
process in the electrical arc furnace and is
required for quality slag production (slag
foaming process), was put into operation
in 2012. This introduced a significant
advantage in metallic efficiency.

» Energy regulation and accordingly energy
savings were enabled with the serial reactor
investment commissioned for the arc
furnace transformer in 2012.

+ The 500-mm electrode diameter of the
arc furnace was increased to 550-mm and
investment was made for an electrode
holder to that end. Higher current draw was
enabled as a result, which in turn reduced
the tapping time and significant savings
were achieved in electrode consumption.

+ Lime, previously put in baskets by means
of polypus, was optimized with the
lime feeding system developed through
the factory's own means; both energy
savings and an environmentally-friendly
operating environment were ensured with
homogeneous lime distribution.

+ Aslag freezing pool was built for hot
freezing the slag produced during
production, obtaining small particles and
regaining the steel particles that remain in
the slag by using magnetic drums.

+ Spikes started to be used in the Electric
Arc Furnace panels. This provided natural
insulation, hence energy savings, by means
of the slag that held onto the panel walls.
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In 2012, Kiriim Holding took important steps

towards diversifying its areas of operation.
Having acquired four hydroelectric power
plants from the State of Albania through
privatization, the Holding has taken a
strategic step that bears an important place
in its future plans. Shaping its financial

and operational business processes with a
sustainable approach, Kirtim Holding develops
its investment and growth plans in taking
into account environmental concerns. While
the Holding's facilities in both Turkey and
abroad operate in line with the prevailing
environmental standards, the Company
carefully considers environmental and social
perceptions in its new investment decisions.

In 2013 Kirim Holding expects to:

» complete the transfer procedures of the four
hydroelectric power plants acquired through
privatization and to put the plants into
operation,

» focus on input costs to increase efficiency in
production,

« prioritize utilization of state-of-the-art
technologies in new investments to ensure
sustainable profitability and investments,

+ improve environmental standards in light of
new technologies,

+ focus on increasing its exports and continue
to seek alternative markets,

«+ explore new foreign markets to effectively
introduce Kirim Holding's products.

While focusing on
investments aimed

at diversifying its
areas of operation,
Kiiriim Holding

also prioritized
modernization and
capacity enhancement
in its existing
production facilities.
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CORPORATE MANAGEMENT

Established
and professional
corporate management...

Efficiently and swiftly integrating
contemporary technological developments
and management applications emerging

in the fields it operates into its corporate
structure, Kiriim Holding steadily progresses
towards becoming a global brand. Thanks

to its professional management staff, the
Holding, whose growth and future plans are
made within the framework of the mission,
vision and care values approved by the
senior management of the Company, has the
ability to quickly and effectively respond to
fluctuations in global and domestic markets.
Meanwhile, the human resources policy of
Kirdm Holding aims to create a corporate
structure, in which self-disciplined personnel
create high added value for sustainable
growth, of which all stakeholders are proud
to be part, and which is the top choice by
professionals in the Holding's operating
regions.
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With its wide experience in corporate
management, Kirim Holding looks to the
future with increased confidence and continues
to draw closer to achieving its targets with
consistent and solid steps.

As part of its international structure, at Kirim
Holding, conducting business with utmost
respect to the laws and social values of foreign
countries is an indispensable component of the
corporate culture.

The main corporate management efforts
carried out by the Holding in 2011 includes:

* In terms of IT systems, the infrastructure of
the reporting system was maintained and the
content of the website was updated.

« Together with recruiting based on experience
and competency, the human resources of

the Holding was reinforced to keep up with
corporate development.



KURUM HOLDING ORGANIZATIONAL STRUCTURE

Training opportunities
for career development

and objectives...

©00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000

EXPERIENCED HUMAN RESOURCE
ASSETS, MERIT-ORIENTED
ORGANIZATION STRUCTURE

Within the framework of corporate
restructuring efforts, the Senior Management
organizational chart of Kiiriim Holding has
been redefined and implemented.

In effect since 2007, this organizational chart
includes two main title categories:

« Executive Officers in charge of general
managers,
« Directors in charge of managers.

Karim Holding also has certain departments
that are not run by a director at present, but
rather have managers in charge. Executive
Officers and Directors report to the CEQ; the
CEO and these senior executives comprise the
Executive Committee.

The Holding is organized under main
departments with subordinate units to
create an effective and efficient working
environment.

HUMAN RESOURCES AND TRAINING
Considering its human resources as one of
the most crucial elements for sustaining

its corporate development, Kiriim Holding
reserves a significant budget for professional
and personal training programs and provides
training opportunities for its staff to improve
their knowledge and skills, increase their
performance and facilitate their career
development.

The Human Resources Policies developed by
the Department of Human Resources in line
with Kiriim Holding's fundamental policies and
strategies include the following:

Kirdm Holding:

» Respects labor, knowledge, and skills;

+ Values each employee individually;

» Ensures that working conditions comply
with universal human rights and the laws of
the countries in question while generating
maximum benefit and satisfaction for
employees;

» Does not under any circumstances allow
discrimination based on religion, language,
race, gender or ethnic background;

» Provides support and create opportunities
for career development to its employees;

« Strives to create an atmosphere of trust and
harmony;

» Rewards those who express conduct in
line with the core values it embraces,
extraordinary talent, high performance and
accomplishment;

+ Believes in teamwork and acts with a
collective awareness.

In accordance with these human resources

policies, the Department carries out the

following activities on a regular basis:

+ Planning staff requirements,

 Sourcing and recruitment,

+ Analysis and implementation of training
requirements,

+ Performance management,

+ Career planning,

 Ensuring employee satisfaction.

Human resources processes at Kiiriim Holding
begin with the establishment of systems

and the definition of competencies. First, the
recruitment process is defined and the function
of administrative affairs is organized. Then, job
definitions and position-based evaluations are
made to generate the compensation system
based on these results. Finally, the training
planis specified.

At Kirim Holding, on-the-job training is

a dual process. In addition to the various
trainings programs provided to personnel, each
employee is expected to take responsibility for
their own development. Those employees, who
receive training or who obtain knowledge, skills
or experience, are encouraged to share these
with other employees by conducting in-house
trainings and to contribute to the training
activities.
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RISK MANAGEMENT

Risk management
policies focusing on both
risks and opportunities...

Kirim Holding's fundamental priorities in risk

management are as follows:

Key Financial Principles:

+ To have a sustainable and robust capital
structure and an optimal debt/equity
balance based on reliable resources,

+ To protect and develop the Holding's assets,
funds and liabilities effectively against
all types of risks through a Dynamic Risk
Management System,

+ To form long-term and ongoing financial
relationships with banks that enjoy
high credibility and a robust partnership
structure both in Turkey and abroad and
that offer high-quality, good-value services,
and through resources secured with such
relationships, to provide customers high-
quality with a broad product and service
range at competitive prices.

Kardm Holding:

« considers financial institutions as its
strategic partners.

« strives to form mutually beneficial, long-
term relationships with its strategic partners
(shareholders, banks, customers, suppliers
and employees); it conducts these relations
in an ethical and collaborative manner based
on mutual trust and transparency while
remaining steadfastly committed to its
principles under all circumstances.

« prefers to do business with financial
institutions that provide high-quality, full
services.

+ complies with all written or oral
commitments undertaken toward third
parties, especially financial institutions.

The risk management strategy of Kurtim
Holding is:

a) an integral part of its corporate strategy and
policies,

b) dynamic,

¢) the fundamental source of the Company's
daily business culture.

Kardm Holding is aware that it is crucial for
enterprises today to set realistic targets in
the face of global economic risks and to revise
traditional profitability targets under certain
conditions. In this respect, the Holding prefers
categorizing the risks it has to manage.

The fundamental aim is to protect existing
facilities against all kinds of risk to achieve
optimal profitability through sustainable
growth. Steadily enhancing the market

value of each of its subsidiaries is crucial

at this point. Harnessing the economies of
scale and the synergy between subsidiaries
and sharehalders, Kiirim Holding conducts
business with a focus on customer, quality and
competitiveness and achieves considerable
success in reaching its targets.
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The Holding identifies the basic means to reach
this goal as follows:

Corporate Governance: To achieve its
fundamental vision, Kiiriim Holding considers
corporate governance as an integral and
indispensable part of its dynamic corporate
management approach and culture and strictly
abides by this principle in all its operations.

Investment in Human Resources: Kiirim
Holding considers human resources as its most
important asset. It focuses on the recruitment,
training, performance assessment and career
planning of a well-qualified workforce based on
a medium-term plan.

Investment in Technology and Systems: All
kinds of technology, including production and
MRP and ERP automation systems constitute
the basis of Holding’s competitive and prudent
corporate strategy.

Establishment of the Risk Management
System of the Holding: Dynamic risk
management is an essential and central part
of Kiirim Holding's strategic and routine
governance system.

Karim Holding's Risk Management System is
based on the following key principles:

a) Determination

b) Continuity and Dynamism

C

)

d) Scalability

e) Controllability
f) Compensability
g) Cost Awareness

Centralization

The Internal Auditing Department: Reporting
directly to the Chairman of the Board of
Directors, the Department inspects and reports
on the compliance of the Holding's subsidiaries
and their departments with the relevant
regulations, corporate principles and decisions;
the effectiveness and the functioning of the
risk management system; and the conduct of
daily operations.

©00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000

In addition to

its established
corporate
management
approach, Kiiriim
Holding minimizes
the risks in
business processes
with effective
internal auditing
mechanisms.
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MANAGEMENT DISCUSSION AND ANALYSIS

Kiiriim Holding maintained its profitability and

operational efficiency in 2012 by successfully

optimizing its production and sales processes.

Deriving its strength from its mission and
vision while conducting its operations, Kiirim
Holding has made significant investments
that will reinforce its operational abilities while
displaying a solid financial performance in
2012.

The financial practices carried out by Kiriim
Holding during the year were determined in
line with the following principles:

+ Establishing a robust financial structure and
a sustainable, optimal balance of equity and
external financing,

» Safeguarding the Holding's equities/assets
and “borrowed funds” secured from financial
institutions against all risks and utilizing
them with optimal efficiency by means of
the “Dynamic Risk Management System,”

» Working with financial institutions operating
in Turkey and abroad with strong financial
structures and credibility due to wide-
ranging and high-quality services and the
ability to offer competitive prices,

+ Concluding package deals for all kinds of
financial services with financial institutions
that are considered as strategic partners
within the framework of mutually beneficial,
long-term relationships based on trust,

» Working with financial institutions on a
contractual basis and complying with all
commitments undertaken.

As the uncertainties and fluctuations created
by the global financial crisis continued in

the global markets in 2012, Kirim Holding
maintained its financial profitability and
operational efficiency by successfully
optimizing its production and sales processes
and developing effective risk management
policies.

Within the framework of these
implementations, the matters of priority in the
agenda of the Holding are outlined under the
following topics:

Increased credit limits: The Holding further
developed its relationships, which are founded
on an open, clear and participatory base with
long-term corporate benefits, with those banks
both in Turkey and abroad that enjoy high
credibility and a robust partnership and finance
structure and that offer high-quality services,
and thus the credit limits of the Group were
increased and maturity dates were extended.

Designating the operational stages of risk
management and finance strategy by taking
current economic developments into account,
and devising an implementation plan according
to priorities, Kirim Holding continued its
stable growth in 2012 and achieved significant
increases in its consolidated sales figures,
operating profit, net period profit and total
assets.

The Holding recorded total turnover of EUR
566.3 million in 2012.

Kiriim Holding had a gross sales profit of EUR
34.7 million and operational profit of EUR 23.7
million in 2012. The Company’s profit after tax
totaled EUR 74 million for the year, while its
gross profit margin was 6%.

In 2012, Kirdm Holding's equity rose to EUR
128.5 million, while its total assets amounted
to EUR 321.5 million.
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