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AUDITOR’S REPORT ON ANNUAL REPORT
OF BOARD OF DIRECTORS

To the Board of Directors of Ereğli Demir ve Çelik Fabrikaları TAŞ

Report on the Audit Board of the Annual Report of the Independent Auditing Standards
Framework

We have audited the annual report of Ereğli Demir ve Çelik Fabrikaları TAŞ. rthe Company”) and its
subşidiaries together wilI be referred to as ‘the Group” as at 31 December 2015.

Management’s Responsibility On Annual Report Of Board Of Directors

The Group management is responsible for the preparation of annual report to be consistent with
consolidated fınancial statements and fairly presented and intemal cantrol to ensure the preparation of an
annual report in accordance with the 514. Article of No:6102 Turkish Commercial Code (“TCC”) and The
Capital Markets Board (“0MB’) 11-14.1 No. “CDmmuniquĞ on Principles of Financial Reporting in Capital
Markets” (“Communiqu6”).

lndependent Auditors’ Responsibility

Our responsibility as independent auditors depending the audit was made in context of 397. Article of
TCC, that is to express an opinion on whether the financial information provided in the annual report is
consistent with the audited financial statements which we have expressed our opinion dated March 8,
2016 and reflects the truth.

Our independent audit was carried out according ta Auditing standards issued by the 0MB and
lndependent Auditing Standards (“ISA”), which is part of the Turkish Audit Standarts issued by Public
Oversight Accounting and Auditing Standardş Authority. Those principles and procedures require that
ensure compliance to ethics and audit is planned and performed to obtain reasonable assurance whether
the fınancial information provided in annual report is consistent with information with the audited financial
statements and fairly presented. Independent audit involves performing independent audit procedures to
obtain independent audit evidence about the historical financial infarmation. The independent audit
procedures selected depend on our professional judgment. We believe that the audit evidence we have
obtained during our independent audit is suwıcient and appropriate to provide a basis for our audit
opinion.

Opinion

in our opinion, the fınancial information included in the annual report of the Board of Directors, in alI
matedal respects is consistent with the audited consalidated financial statements and fairly presented.
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Other Responsibilitles Arising From Regulatory Requirements

it has not been observed any matters related ta the Group can not perform a going concern basis in the

foreseeable future under ISA 570 “Going Concem” in accordance with the third paragraph of 402. Article

of Turkish Commercial Code (“TCC”) no 6102.
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WITH THE COMMUNIQU SERIAL:İI, NO:14.1

A — GENERAL INFORMATİON

1. Period of the Report

01.012015 - 31.12.2015

2. İnformation About the Association

- Title: EREĞLİ DEMİR VE ÇELİK FABRİKALARI T.A.Ş.
- Trade Registry Number: 863637
- Address: Barbaros Mah. Ardıç Sok. No: 6 Ataşehir/ İSTANBUL
- Website: www.erdemir.com.tr

3. Shareholding and Capital Structure

Authorized Capital : TRY 7.000.000 thousand
Paid-in Capital : TRY 3.500.000 thousand

Shareholders Shares ( Thousand TRY)
Ataer Holding A.Ş. 1.724.982 49,29
Publicly Heİd 1.667.181 47,63
Erdemir’s Own Shares 107.837 3,08
Total 3.500.000 100,00

No change in shareholding and capital strutucture.
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WİTH THE COMMUNIQU SERİAL:Iİ, NO:14.1

5. Preferred Stocks and information about the voting rights of the stocks

İn the 8th İtem of 71h Articİe of Artciles of Association stated as “This capital is divided into
shares Gmup A and Group 8. 1 (yne) share of certificate, issued to the bearer amounting
ta 1 Kr (one kuruş) 15 A gmup and 349,999,999,999 (three hundred fody nine bill/on nine
hundmd ninety nine m/Il/on n/ne hundred ninety nine thousand nine hundred n/nety nine)
share of cert/ficates amount/ng ta 3,499,999,999.99 (three bill/on four hundred nin ety n/ne
milhion nine hvndred ninety nine thousand nine hundmd ninety nine Turkish Lirası ninety
nine Kuruş) isE Group.” the capitaİ is divided into shares Group A and Group B.

İn the 9m hem of 7’ Artiole of Artciİes of Association stated as ‘The dght of usufruct shall be
establ/shed in favor of and to the name of Püvat/zat/on Adm/nistrat/on on the shares of A
Gmup w/th al! rights appertaining themto un!ess otherwise decided by Supreme Board of
Privatization. Al! voting hghts on the shares of A Gmup sha!I be exemised by the holder of
usufruct. (“usufmct’7” the right of usufruct is estabİished.

Within the frame of the right of usufruct, the rights and powers entitİed ta Privatization
Administration in Artaiİes of Association are as foİlows:

• İn 3” Item of 10th Articİe of Artciles of Association stated as “One of the Board
members is elected by the General Assembly from among the candidates to be
shown by the D/rectorate of Püvatization Adm/n/stration, which has the dght of
usufmct in representation of Group A shares.”

• İn 3 İtem of 11 Article of Artciİes of Association stated as “in case the dutyof the
member of Board of D/rectors representing the Gmup A shams expims in any way
within the term he has been elected for, the substitute member must also be
elected among the candidates ta be oftered by the Privatization Administration as
the usufmctuai’y o represent the Gmup A shares.”

• in 2nd İtem of 12th Articİe of Artciİes of Association stated as “Board of Directors
sha!l have to discuss on a detalled report issued by the General D/rectorate
show/ng the quadedy progmss of investment pmjects, and 10 pass a resolution
upon the suggestions made by the member of Board of Dimctors as the
usufmctuan to represent the Gmup A shams. The development of investment
pmjects /5 reflected on the annual report of Board of D/re ctors in detail.
Furthermore, no resolution can be passed by Board of Directors on the /ssues
mentioned in artic!es 22 and 37 of the present Adic!es of Associa t/on without the
affırma t/ve vote of the member of Board of D/rectors as the usufructuaş to
repmsent the Group A shares.”

• İn 3 İtem of 12 Articie of Artciİes of Association stated as “The member of Board
of Directors in the capacity of usufructuaıy ara person to be addressed by h/m shall
padic/pate in the General Assemblies of Shareholders of Subsidiades to repmsent
the Group A shares of the Company in Subs/diaries. One of the members of Board
af Dfrectors of the Subsidianj shall be elected among the candidates ta be shown
by that representative or the member of the Board of Dimctors.

• İn 4’ İtem of 12v’ Article of Artciİes of Association stated as “in the event that a
resolution is ta be passed in General Assembiles of the Subsidiaş on issues
conceming the dghts granted ta the Gmup A shares in the Subs/d/ary, the
aftirmative vote of the said representative or the member of the Board of D/rectors
sha!I be soughL”
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• İn 5th İtem of 12°’ Articie of Artciles of Association stated as Resolutions to be
passed by the Company’s Board of Directors on any dghts and obilgations
regarding the Group A shares in the Subsidiades shaİ! be passed upon the
affirmative vote of the member of Board of Directors in the capacity of the
usufructuaıy”

• j 6th İtem of 12°’ Articİe of Artciİes of Association stated as “For the purposes of the
present Adicles of Association, “Subsidian” mfers tü Iskenderun Demir ve Çelik
Anonim Şirketi and Erdemir Madencilik Sanayi ve Ticaret Anonim Şirkett”

• in 7°’ Item of 12°’ Adicie of Artciies of Associaüon stated as “lt’s mandatoıy that the
member of Board of Directors in the capacity of usufructuary aiso casts an
affirmative vote on resolutions to be passed conceming the dghts granted to the
Group A shares.”

• in 22th Articie stated as “Resolutions mgarding any amendment in the Artioles of
Association which are Iike!y to affect, directly or indimctİy, the obligations in the
Share Sale Agreement in respect of investment and empioyment, and, the rights
granted to the Group A shares in connection with those obligations as welt as the
amendments which am to affect the quorum for meeting and resolution of Board of
Directors and the dghts belonging to the Gmup A shares,

- Resolutions regarding closedown or sales of or an encumbrance upon the
integrated steel pmduction facilities and mining facilities owned by the Company
and/orits subsidiaües ora resolution on mduction in capacity of such facillties,

- Resolutions regarding closedown, sales, demerger or merger or llquidation of the
Company and / or its subsidiaries owning the integrated steel production faci!ities
and mining fadllities,

can be passed on!>’ through aftirmative votes of the usufmctuanj in representation of
Group A shams. Othenvise, the msoİutions passed shall be invalld.”

• 3th Articİe stated as “Provided that it wili be effective from the signature date of
the Share Sale Agmement to be signed foİlowing the malization of the pövatization
transaction conceming the shams pedaining to the Republic of Turkey Pöme
Ministş Pövatization Administration as per the Law no 4046, the fu!filİment of
commitments contempiated in the Sham Sale Agmement conceming investment
and employment sha!İ be under the responsibility of the Company’s Board of
Dimctors. This present Adicle 37 may be amended with the affirmative vote of the
usufmctuanj representing Gmup A shares.”

• in Temporary Article 1 st ‘The provisions of the Articİes of Association concerning the
right of usufruct, other than the amendments made in the cİause 9 of the Articİe 7 of
the Articles of Association of the Company, shaİİ be eİiminated when the usufruct
estabİished on Group A shares are removed.

• Usufmct established in favor of the Republic of Turkey Pöme Ministnj Pövatization
Administration comes to an end thmugh a mso!ution to be taken by the Pövatization
High Council conceming this subject This cimumstanoe shall be mflected to the
Company’s Artic!es of Association.
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The present Temporaş Article 1, may be changed with the affirmative vote of the
usufmctuaş representing Gmup A shams.”

in Article 2151, headed Voting Right and Form of Representation stated as

The shareholders or their proxies who present in the Ordinary and Extraordinary General
Assembiy meetings shall exercise their voting rights pro rata to the total nominal value of
the shares. Each share has only one voting right. in the meetings of General Assembiy,
shareholders may cause ta represent themseİves through other sharehoiders or proxies
assigned from outside of the Company. Praxies who are also company sharehoiders have
the authority ta cast the votes af shareholders to whom they represent, in addition ta their
own votes.

Capital Market Boards regulations on voting by proxy shall be reserved.

The functioning manner of the general assembly meeting is regulated through an internal
direotive. The general assembly meeting is conducted in accardance with the pravisions of
TCC, capital market legislation and internal directive.

Participating in general assembiy meetings via electronic means

Shareholders may participate in General Assembiy meetings via electronic environment
pursuant to Article 1527 of Turkish Commercial Code. Company may setup an electronic
general assembly system which wilI enable Shareholders to participate in the General
Assembiy meetings, to communicate their apinions, ta furnish suggestions and ta cast
their votes or may purchase service of systems set up for such purpases pursuant ta the
provisions of Regulation on General Assembly meetings of Joint-Stock Companies to be
held via Electranic Environment.

Pursuant to present article of Articles of Association, at alI general assembly meetings,
shareholders and their proxies shall be aliowed ta exercise their dghts provided in the
provisions af said Regulation over such a system set up.

6. Board of Directors, Executive Management and Number of Personnel

Accarding ta the Turkish Commercial Code and related regulations, the election of the
Board af Directors la executed by the General Assembiy within the framework of the Articles
of Association. Should there be an opening in the Board af Directars Membership within the
respective period; an election for the available positions is made according ta the provisians
af Turkish Cammercial Cade and Company’s Articles of Assaciatian and the results are
submitted ta the next regular general assembİy ta be approved. The Campany’s 2014
Regular General Assembly has been executed an 31 March 2015.

Within the frame of Turkish Commercial Code and Capital Market Law, at the Ordinary
General Assembly held on March 31, 2014, the number af board member is stated as 9 and
6 of Board Members were selected for 3 years and 3 af lndependent Baard members were
selected for 1 year pursuant ta the 10 and ll Artioles of Article Of Association by the
General Assembiy. Therefore, atthe Ordinary General Assembly heid on March 31,20153
lndependent Board Members were selected for 1 year instead af 3 lndependent Board
Members whose periods of duty expired.
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The active members of the Board of Directors as of 31.12.2015:

Board of Directors (*) Titİe Eftective from

OYTAŞ iç VE DİŞ TİCARET A.Ş. Chairman — Executive Director
(Represented by: AH Aydın 27.05.2013
PANDİR)
OYAK Girişim Danışmanlığı A.Ş. Deputy Chairman
(Represented by: Nihat 12.09.2012
KARADAĞ)

Republic of Turkey Prime Ministry Board Member 20.09.2012
Privatization Administration
(Represented by: Aİi KABAN)
OMSAN Lojistik A.Ş. Board Member 11.09.2012
(Represented by: Dinç
KIZİLDEMIR)

OYKA Kağıt Ambaİaj Sanayii ve Board Member 12.09.2012
Ticaret A.Ş. (Represented by:
Eduğruİ AYDİN)
OYAK Pazarlama Hizmet ve
Turizm A.Ş. (Represented by:
Fatma CANLI) Board Member 13.09.2012
Emin Hakan EMINSOY İndependent Board Member 04.03.2014
Hakkı Cemaİ ERERDİ İndependent Board Member 31.03.2015
Aİi Tuğruİ ALPACAR İndependent Board Member 31.03.2015

(*) İnformation about Board Members’ titİes out of the company is giyen in App.1.

Changes in the Executive Board within the Period

Emin Hakan EMINSOY, Hakkı Cemaİ ERERDI and AH Tuğwİ ALPACAR were eİected to the
independent board memberships for one year period at the Ordinary Generaİ Assembly
heid on March 31, 2015 instead of the independent board members Nazmi DEMİR, AtiNa
Tamer ALPTEKIN and Emin Hakan EMINSOY who had been elected for one year period on
March 31, 2014,

Powers and Dutles of the Members of the Board of Directors’

The Chairman and the members of the Board of Directors possess duties and authorities
set out in the Turkish Trade Act’s reİevant cİauses and in the Articİes of Association.
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Information About Board Members’ and Executive Management’s Titİes out of the
Company and The Deciarations of İndependent Board Members

İnformation about Board Members’ and executive managements t[tİes out of the Company
is giyen in App.1, the decİarations of İndependent Board Members are giyen in App. 3.

Members of Board Committees, Frequency of Meetings, Operating Principaİs also
İncİuding Activities Performed and Evaİuation of the Board on the Effectiveness of the
Committees

Audit Committee, Risk Committee, Earİy Detection of Risk Commitee and Corporate
Governance Committee was established for the Board of Directors.

Board of Auditors heİd 4 meetings in 2015 and continued its activities in accordance with
CMB Principİes. Board Members participated in the meetings regularİy.

Early Detection of Risk Commitee heid 6 meetings and Corporate Governance Committee 4
meetings in 2015. The Committees have continued to performed their works in accordance
with CMB regulations.

The working instructions relating to the Committees teke pİace on “www.erdemir.com.tr”
website. No outside consuİtancy seMce procured by the Commiilees during the year.

Number of Meetings of the Board of Directors and Aftendance of the Board Members

Board of Directors heİd 7 meetings in 2015. Board Members participated in the meetings
reguİarİy,
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Executive Management

Executive Title Eftective Education Expedence
Management from

Karadeniz Teknik
University —

Sedat ORHAN General Manager 16.08.2013 Mechanical 29 Years
Engineering
Middle East Technical

Executive Vice University —

Esat GÜNDAY President 13.07.2006 Metallurgical 35 Years
(Operations) Engineering

Executive Vice Gazi Universiiy —

President Labor Economics 25 Years
Kaan BÖKE (Human Resources) 02.04.2012

ERDEMİR Group Hacettepe University -

Financial Affairs Business
Bülent BEYDÜZ Coordinator 11.04.2011 Administration 29 Years

Executive Vice Gazi University -

Sami Nezih - President (Financial Economy 32 Years
TUNALITOSUNOGLU Affairs) 11.04.2011

ERDEMİR Group Middİe East Technical
Marketing and Sales University — Business

Başak TURGUT Coordinator 01.02.2013 Administration 18 Years
ERDEMİR Group Boğaziçi University —

Procurement Business
Şevkinaz ALEMDAR Coordinator 18.05.2013 Administration 20 Years

Middİe East Technical
ERDEMİR Group University —

Oğuz Nuri ÖZGEN Production Coordinator 02.07.2012 Metaİlurgicaİ 32 Years
Engineeri ng

Eric Andre Cornil ERDEMİR Grup University of Nancy
VITSE Technology Coordinator 14.10.2015 France- Science 33 Years

Mechanics
ERDEMİR Group
Human Resources

Vacant Coordinator
ERDEMİR Group İstanbuİ Technical

..

. Strategy and University — lndustriaİ 19 Years
Naci Ozgür ÖZEL Business Development 29.05.2014 Engineering

Coordinator
ERDEMİR Group Mimar Sinan

Banu KALAY ERTON Corporate Affairs 13,06.2014 University - City and 21 Years
Coordinator Regionaİ Planning
ERDEMİR Group Naval Academy -

Information Electronics
Ahmet Tunç NOYAN Technologies 01.07.2014 Engineering 26 Years

Coordinator
Ankara University

Oya ŞEHİRLİOĞLU ERDEMİR Group Legal 14.01.2015 Faculty of Law 22 Years
Coordinator
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Mehmet Mücteba BEKCAN’s duty as Executive Vice President (ERDEMİR Technical
Services and lnvestments) has ended as of 09.01.2015 and this position has been
abrogated.

ERDEMİR Group Legal Coordinator position has been established and Oya ŞEHİRLİOĞLU
has been assigned to this position on 14.01.2015.

Mesut Uğur YILMAZ’s duty as ERDEMİR Group Technology Coordinator has ended as of
29.01.2015, Burak BÜYÜKFIRAT has been assigned to this position by proxy on
24.02.2015. Burak BÜYÜKFIRAT’s duty has ended as of 13.10.2015 and Eric Andre Cornil
VITSE has been assigned as ERDEMİR Group Technology Coordinator on 14.10.2015.

7. The Transactions of Board Members made on its behalf or on behalf of other and
the activities as part of prohibition of competition

At the Ordinary General Assembly held on 31 March 2015, it is consented to give the
approval according to article 395 and 396 of Turkish Commercial Code (TCC) to the
Members of the Board.

No transaction had been realized in this context.

8. Collective Labor Agreement Applications and the Benefits

25th Period Collective Labor Agreement, which wilI be valid between 01.09.2013-
31.08.2016, has been signed on March 24, 2014 between Turkish Employers’ Association
of Metal Industries (MESS) on behalf of our company and Turkish Metal Union as the
collective bargaining agency.

25th Pedod Collective Labor Agreement expired on December 31, 2014 for Iskenderun
Demir ve Çelik A.Ş. From this date, no union agreement has been taken a place between
Iskenderun Demir ve Çelik A.Ş and any union. Legal proceedings are stili underway.
However contract provisions after expiration are currently being applied.

In the scope of collective agreement, compensation and benefits applications, the rights
and benefits of the white-collar and blue-collar workers are classified under bonuses, social
benefits, and vacations. Bonuses and social benefits; bonuses, holiday pay, heating
allowance, paid annual leave allowance, marriage allowance, birth allowance, bereavement
allowance (worker’s death, spouse, children, mother, father or sibling, in the case of a death
as a result of a work accident it wili pass onto the worker’s heir), military service allowance,
children allowance, educational allowance (primary school, secondary school, higher
education), meal allowance, and transportation allowance. Vacations; paid annual leaves,
leaves for medical purposes, excused absences, unpaid leaves, and other paid leaves
consisting marital leaves, bereavement leaves, maternity leaves, nursing leaves, pregnancy
leaves, transport leaves and leaves in case of a natural catastrophe.

Bereavement allowance (in the case the worker dies) and meal allowance derived from the
social benefits, are paid both to white-collar and blue-collar workers; the rest is paid only to
blue-collar workers. Paid annual leaves, leaves of absence with excuse, maternity leaves
bereavement leaves, marital leaves, transport leaves, unpaid leaves, nursing leaves and
pregnancy leaves, can be taken by both white-collar and blue-collar workers; the rest is
taken only by blue-collar workers.
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The Groups payables for employee benefits as of
2014 are as follows:

31 December 2015 and 31 December

(thousand TRY)

Due to personnel
Social security premiums payable

31 December
2015

93.459
26.241

119.700

31 December
2014

74.611
24.909
99.520

Provision for employee benefits on 31 December 2015 and 31
follows:

(thousand TRY)

Employee termination benefits
Seniority incentive premium
Provision for unpaid vacations

December 2014 are as

The number of the personnel on 31 December 2015 and 31 December 2014 are as follows:

31 December 2015 31 December 2014

BIue collar
White collar

Personnel Personnel
8.537 8.813
4.122 4059

12.659 12.872

9. Compliance With The Corporate Governance Principles

The “Corporate Governance Principles” published by the Capital Markets Board (CMB)
which were deciared in our Annual Activity Report for the year ending 2014 were met during
the period 01.01.2015 —31.12.2015. “Corporate Governance Principles Compliance Report”
the Company issues is giyen in App,2.

10. Amendments in The Articles of Association

31 December 31 December
2015 2014

404.699 393.478
28.269 25.389
72.927 68.857

505.915 487.724

None.
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B — Financial Rights Giyen to Board Members and Executive Management

1. Total amount of financial rights ilke aftendance fee, wages, bonus, premium and
dividend payments

The relevant section of the minutes of the General Assembiy Dated 31 Maroh 2015 is as
fallows:

in the 10th article of the agenda related to the Rate Setting of the Board Members’, the
proposal was read by the representative of ATAER Holding A.Ş. Çiğdem AYIK OKUR, and
with no other comment, it was submitted ta the General Assembly’s approval and in
accordance with the proposal;

it was decided by the majority of votes that no wages wiil be paid to the Board members
representing Group B shares, the monthly net wage that wiil be paid to the members
representing Group A shares wili be 2.360 TRY (monthly, in cash), the wages of
independent Baard members wiil be 5.500 TRY (monthiy, in cash) and the new wages wili
be valid from the date of 1 April 2015.

Personal accident and life insurances were arranged for Board of Directors and no other
benefits were giyen.

No payment of performance was made ta Board Members.

Na payables were giyen, na laans were issued directly ar thraugh a third party and na
indemnity was giyen (İlke sureties) ta Board Members or Executive Management during the
period.

Wages of the Executive Management is determined by the Board. Performance based
additional payment is giyen ta paid monthly personnel including Executive Management.

Other Wan the wages determined by Campany Rating System efficiency premium payment
was made once in 2014 with Board’s decisian accarding ta effectiveness periods. Ali
healthcare casts and individual annuity insurance of the management are covered with
insurance.
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2. Allowances giyen, travel, housing and representation expenses and real and cash
advances, insurance and other piedges

A total of TRY 8.538 thousand is recorded as expense reİated to Company Board Members
and Executive Management as of repoding period.

C — Research and Deveiopment Studies

Grand Opening of Erdemir Group RD Center was reaiized on May 22nd, 2015 by the
Ministry of Science, industry and Technoiogy. The first annual report of center was
presented to the Ministry dudng commission meeting which was reallzed on December
lOth, 2015, and accepted by commission as successful afterevaiuation.

Procurement of laboratory equipment and piIot-scale simulators has been continued for
buiiding up the infrastructure of the center. Product development studies have been heİd by
both quaiity and production departments’ supports. Within this period, 19 new fiat product
grades have been developed and totai number of fiat product quahty in portfoho has been
reached to 419 consisting 167 coid fiat and 252 hot fiat products. On the other hand, 11
new tong product quaiities have been added ta portfoFo and totai number of iong product
qualities has been reached to 261.

Totaily 63 projects have been executed at RD center and 19 of them were compieted. For
managing of RD projects systematicahy, ali projects were transferred to software platform.
in this period; 9 TUBİTAK / TEYDEB (1501 program> projects were prepared for gaining
governmentai support. Among these projects; 1 project was approved, 1 project was
rejected and other 7 projects have been at evaiuation phase.

o — Activities and lmportant Developments Regarding the Activities

1. Investment Activities

Operating within the modern plants and by a modern production technoiogy, Erdemir Group
produces competitive products globaHy and continues its investments ahgned to continuous
deveiopment strategy.

in Ereğli plant; in Air Separation Piant No.7 punch bst items are being worked on for final
acceptance. Activities reiated to Environmental investments and Erdemir Additional
Environmentai investments_1 continue. Main piant bidding studies of Hot Miii No.2 Levei 2
Systems Modernization, Modernization of Levei 1-2 Automation Systems for BOF and CC
and CPL No.2 Welding Machine with Side Trimmer and Scrap Cutting Unit Revamping
Projects are ongoing. in Galvanizing Line No.2 Project, main piant contract was signed. For
Biast Furnace Top Pressure Recovery Turbines project site appFcations are angoing.
Steam Generator No.6 project is in ciarification and confirmation phase and 60 MW New
Steam Generator is added to the project by board approvai. in CPL-TCM Modernization,
contract taiks continue. in Erdemir Coke Oven Battery No.4 and Modernization of the By
Product Plant Project activities reiated to the technicai specifications are finished and
project is on bidding stage. in BF No.1 Stove project contract has been signed and main
engineering activites have been compieted. in ERDEMİR R8<D Simulation Center, except
simuiator purchase, aH construction, instaHation, design works are being revised. in
Converting Ladie Treatment to the Ladie Furnace project, while manufacturing continued,
reiocations at site was compieted. Activities related ta Raw Materiai Stocking and Biending
Yard Modernization are ongoing. in Normabzing Furnace Modernization and Reconstruction
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of Gülüç Enterance Zone as Deİivery Gate projects, site appİications are ongoing.
Convertor Sİack Stopping System Modernization Project’s contacts has been siyned.
Tender studies of New Centraİ Baths and Dining Haİİ Buiİdings, Oniine Surface inspection
Equipment and Additional İnvestments for Energy Distribution Systems are ongoing.

On the other hand, in Iskenderun Faciİities; 3. Bİast Furnace Chamber Refractory Exchange
Project is compİeted in 2015. İn Biast Furnace Top Pressure Recovery Turbines No,3 and 4
Project and No.2 Biast Furnace Reİine and Stove Modernization intensive fieİd apphcations
are ongoing. 13 of the Environmentaİ Package consists of 25 projects for environmentai
projects has been compİeted, others are ongoing fieİd activities. İn Hot Roİhng Miİİ
Revamping, Air Separation Pİant No.B, Modernization of the Coke Oven Battery No.3, Hot
Sİab Marking Machine, Ladle Furnace Dedusting a Water Cooİing Systems Modernization
and Hot Roİİing Miii Harmonic Fiİter / Compensation System projects technicaİ specification,
tender and evaiuation stages are ongoing.

Total investments in Erdemir Group pİants is USD 201.107 thousand as of 31 December
2015 (31 December 2014: USD 161.505 thousand).

2. Internaİ Control System and Internaİ Auditing Activities

İnternaİ Audit Department is in charge of evaİuating and improving the eftectiveness of risk
management, controİ and governance processes of Erdemir Group companies and it
reports directİy to the Chairman and Executive Director of the Board. in accordance with
Capitai Markets Board regulations, the effectiveness of internaİ controi system is evaiuated
by the Board of Directors at ieast once in a year. İn this context, lntemai Audit Department
reports to the Audit Committee, which comprises of independent board members, about
internai audit activities reguiariy as requested.

3. Direct and Indirect Subsidiaries

The İnformation About Affiiiates Subject to Consolidation

The main scope of business and the participation in their sharehoİding of the affihates
subject to consohdation are as foHows:

Country of 2015
- -

—-_Operation

___________

Share %Operation -

İntegrated İron and
Steei
Manufacturing
İron Ore and Peflet

Steel Service Center 100100 10000
Management and

j9Ç9ıO0,00
Sihca Steei
Production 100,00 100,00

İPPL9

Seperateiy, by estabİishing the
compieted the first phase of the
commissioned) pians to estabhsh

Manisa Steel Service Project, Erdemir Group who has
project in 2015, (one 150.000 tlyear coid sbtting İine was
new additional Fnes in the recent coming period.

2014
Share %Narne of the Cornpany

____

Iskenderun Demir ve Çelik A.Ş.
Turkey

Erdemir MadencUik San. ve hc. AŞ.
- Tyy -

Erdemir Çelik Servis Merkezi

Erdemir Müh. Yön, ve Dan, Hiz, AŞ.
TY

Erdemir Romania S.R.L. -

- Romania
Erdemir Asia Pacific Private Limited Singapore

95,07 - 95,07
90,00 90,00
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Subsidiaries

Subsidiaries are the Companies controİİed by Erdemir when it is exposed, or has rights, to
variabİe returns trom its involvement with the investee and has the abiİity ta affect those
returns through its power over the investee.

Subsidiaries are consalidated from the date on which the control iş transferred ta the Group
and are na İanger consoİidated from the date that the contraİ ceases.

The statement of financiaİ pasitian and statements profıt ar İoss of the Subsidiaries are
consoİidated an a bne-by-İine basis and the carıying vaİue of the investment heid by
Erdemir and its Subsidiaries is eliminated against the related sharehaiders’ equity.
lntercompany transactions and balances between Erdemir and ts Subsidiaries are
eİiminated on cansoİidatian. The cost af, and the dividends arising from, shares heİd by
Erdemir in its Subsidiaries are eİiminated Iram sharehoİders’ equity and incame for the year,
respectively.

The tabİe beİow sets out aİİ Subsidiaries incİuded in the scope of consoİidation and
discloses their direct and indirect ownership, which are identicaİ to their ecanomic interests,
as of December 31, 2015 and 2014 (%) and Iheir functional currencies:

31 December 2015 31 December 2014
Functional Ownership Effective Functional Ownership Effective
Currency İnterest Sharehoİding Currency Interest Shareholding

Isdemir US Dolİars 95,07 95,07 US Dollars 95,07 9507
Ersem US Dolİars 100100 100,00 US Dollars 100,00 100,00
Ermaden Turkish Lira 90,00 90,00 Turkish Lira 90,00 90,00
Erdemir Mühendisİik Turkish Lira 100,00 100,00 Turkish Lira 100,00 100,00
Erdemir Romania S.R.L Euro 100,00 100,00 Euro 100,00 100,00
Erdemir Asia Pasific US Doİlars 100,00 100,00 US Doİİars 100,00 100,00

The non-controİİing share in the net assets and resuİts of Subsidiaries for the year are
separateİy cİassifled as non-controİİing interest in the consolidated statements of financial
position and consolidated statements of profit or İoss.

4. İnformation about Company Shares the Company Acquires

Articİe IV-K of Articİes of Association ‘According ta Turkish Commerciaİ Code Artiole 329,
transactions of an entity’s own shares” alİows Erdemir ta purchase, hoİd, seİİ or transfer its
own shares, without voting rights. As of 31 December 2015, the Company holds its own
shares with a nominaİ vaİue of TRY 107.837 thousand <31 December 2014: TRY 107.837
thousand). The shares that the Company acquired don’t have the rights to be pubİicİy
traded in Istanbuİ Stock Exchange.

5. İnformation about public and private audits

İt iş decided ta make one-year agreement with Güney Bağımsız Denetim ve Serbest
Muhasebeci Mali Müşavirlik A.Ş. (A Member Firm of Ernst 8 Young Global Limited)” for our
company’s and its subsidiaries’ İndependent Externaİ Audit.
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6. Subjects Reİated to Law

a) Lawsuits

Company’s Sharehoİders’ Generaİ Assembİy, which was held at 30 March 2006, decided
dividend distribution according to the consoİidated financiaİ statements as of 31 December
2005, which was prepared according ta İFRS. Privatization Administration, who has a
usufruct right over 1 (one) equity share among the Company shares it transferred to Ataer
Holding A.Ş., fiİed a Iawsuit before the 3th Commerciaİ Court of Ankara against the
aforementioned Generaİ Assembİy decision, and ctaimed that, dividend distribution decision
must be abolished and TRY 35.673 thousand alİegedİy unpaid dividend must be paid to
itseİf (E. 2006/218). The Court rejected the case on 23 October 2008; Privatization
Administration appeaİed this rejection on 7 January 2009. Court of Appeaİs’ 1 lth Chamber
reversed this rejection judgment on 30 November 2010; this time the Company appeaİed
the Chamber’s decision on 18 February 2011. However, the Chamber rejeoted the
Company’s appeaİ on 14 Juİy 2011. The case file, sent back to 3rd Commercial Court af
Ankara once again. (E. 2011/551) Ankara 3rd Commerciaİ Court of First lnstance making
triaİ has dismissed the case atthe hearing heİd on 26 June 2015. The case is under appeaİ
at the Supreme Court.

Had the Company started ta prepare its consoİidated financiaİ statements in accordance
with İFRS after 31 December 2005, it wouİd aİso have to present the comparative
consolidated financiaİ statements in accordance with İFRS based on “İFRS 1: First-time
adoption of İnternationaİ Financial Reporting Standards” and the previousİy recognized
negative goodwilİ wouİd be transferred directly to retained earnings on 1 January 2005
instead of recognizing in the consolidated income statement in accordance with “IFRS 3:
Business Combinations”. Therefore, the net profit for the periods ended 31 December 2014
and 31 December 2013 wiİİ not be affected from the above mentioned disputes.

The Company, based on the above mentioned reasons, did not make any adjustments in
the accompanying condensed interim consoİidated financiaİ statements for the possibİe
eftects of changes in the net profit for the year ended 31 December 2005 due to the
İawsuits mentioned above and waits for the resolution of the pending İawsuit opened by
Privatization Administration.

Enerjia Metaİ Maden Sanayi ve Ticaret A.Ş. initiated a debt collection proceeding that might
end with a bankruptcy judgment against the Company based on the Export Protocol No.
69187 of 02.07.2009 and “Additional Terms to the Erdemir-Enerjia Export Protocoİ No.
68197” drafted by and between Enerjia and the Company. However the process stopped
upon the Company’s objection ta Enerjia’s request, and that İed Enerjia to fiİe a İawsuit
against the Company before the 7th Commerciaİ Court of Ankara on 27.03.2010 cİaiming
that the objection shouİd be overruİed and USD 68.312.520 should be paid to itseİf (E.
2010/259). The Court dismissed the case, in favor of the Company, on 23.06.2011.

Enerjia appealed this rejection. 23rd Chamber of the Court of Appeaİs accepted this
rejectian on 6 Apriİ 2012 (E. 2011/291 5) and after this, the case file was sent back ta the
7th Commerciaİ Court of Ankara. (E. 201 3/1 7) İn accordance with the Iegaİ arrangement
regarding commercial courts, the case file was sent to the 4th Commerciaİ Court of Ankara
because of the necessity of three judicators instead of one judicatar for trial. The Court has
dismissed the case at the hearing heİd on 9 September 2015. (E. 2014/734) The case is
under appeaİ at the Supreme Court.
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An action of debt was instituted by Messrs. Bor-San Isı Sistemİeri Üretim ve Pazarİama A.Ş.
against our company at the 3rd Civil Court of Kdz. Ereğİi on 17 Apriİ 2013 under file no
2013/253 Esas cİalming for the compensation of the İoss arising from the saİes contract of
TRY 18 thousand,-, reseMng the rights for surplus. The Company was informed from the
amendment petition, which was served to the company on 01 November 2013 that the
pİaintiff pİeaded from the court to raise the claim to TRY 10.838 thousand as assessed by
the expert opinion submitted to the court. The Company contested to the expert opinion and
the amendment petition within the statutory period. The court has giyen the judgment of
dismissaİ on 11 March 2014. The plaintiff, Bor-San İsı Sistemİeri Üretim ve Pazarİama A.Ş.
has appeaİed against the judgment. Upon the reversaİ of judgment, the Company appeaİed
the decision of Supreme Court of Appeaİ. The rejection decision of Supreme Court of
Appeaİ has been notified to the Company on January 28, 2015. Kdz. Ereğİi Civiİ Court of
First İnstance 3rd has dismissed the case at the hearing heİd on 9 September 2015. (E.
2015/1 6) The case is under appeaİ at the Supreme Court.

Corus İnternationaİ Trading Ltd. Co. (new trading titİe: Tata Steeİ İnternationaİ (North
America) Ltd.) İocated at İİİinois state of United States of America and the Company
executed a contract in 2008. The company fuİfiİİed ali its performances arisen from this
contract in January and February in 2009. Corus İnternationaİ Trading Ltd. Co. soİd to third
parties the products supplied from our company but thereafter aİİeged that they directed
cİaim to some compensation and that these claims must be covered by Erdemir. Parties
couİd not reach an exact agreement about this matter and then Corus İnternational Trading
Ltd. Co flİed an action for compensation at amount of USD 4.800 thousand together with
accessory against the Company in İİİinois State District Court of USA. İt is İearnt through a
notified made to the Company on 21 Juİy 2010. After the subject case is dismissed by the
court from jurisdiction aspect; this time a İawsuit is re-fiİed by Tata Steeİ İnternational (North
America) Ltd.) in Texas State District Court. This case is aİso dismissed by the court from
jurisdiction aspect.

İt is learnt through a notified made to the Company on 31 October 2012 that Corus
İnternationaİ Trading Ltd. Co. (new trading title: Tata Steeİ İnternationaİ (North America)
Ltd.) fiİed an action for compensation at amount of TRY 8.669 thousand (USD 4.800
thousand) together with accessory against the Company before Ankara l4th Commerciaİ
Court of First İnstance. As a resuİt of adjudication made; the court adjudged to dismiss the
case on proceduraİ grounds because of non-competence and to send the file to
commissioned and competent Karadeniz Ereğli Commerciaİ Court of First İnstance in Duty
when the judgment becomes definite and in case of request. The case stiİİ continues on fiİe
no. 2013/63 in Karadeniz Ereğli 2nd Civiİ Court of First lnstance. Date of next hearing of the
case is 12 Apriİ 2016.

b) Penal Sanctions

None.
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7. General Assemblies

The company had achieved the aims stated in past terms. The resoİutions adopted at the
Ordinary General Assembiy heİd on 31 Maroh 2015 had been impİemented.

8. Donations Made and Sociaİ Responsibiİfty Projects

Donations of the Erdemir Group’s companies are as foİlows:

1 Jaunary
(thousand TRY) 31 December

Cooperative Activities with Pubİic İnstitutions and Organizations
Education and Training Activities
Volunteer Studies and Cooperative Activities for Charities
Cooperative Activities with Foundations, Associations,
Organizations, İ nstitutes
Sportive Activities
Cultural and Artistic Activities
Heaİth-Benefit and Financiaİ Support Aciivitles

_______________ ______________

Total

_____________ ____________

9. Group Companies

a) Transactions

There iş no act of law conducted benefıciaİ to Ordu Yardımİaşma Kurumu (OYAK) or/and its
subsidiaries or there is no measure taken beneficiaİ to Ordu Yardımlaşma Kurumu (OYAK)
odand its subsidiaries in business year 2015. İn year 2015, aİİ commerciaİ transaations
between our Company and our Controİİing Shareholder and its subsidiaries are executed
according ta market conditions.

in 2015, commerciai activities between the Entity and its subsidiaries Iskenderun Demir ve
Çeİik A.Ş and Erdemir Çeİik Servis Merkezi San. ve Tic. A.Ş. exceed 10% under CMB İl-
17.1 Corporate Governance Communiqu. İt is predict that by the year 2016 operations wiİİ
continue under determined circumstances. Operations are consistent with İast year.

b) İnformation about Transactions

None.

1 January
31 December

20142015
797 6286
651 471
357 281

261 1.063
184 86
49 26

3 -

2.302 10.213
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E - Financiaİ Position

1. Summary of Financial Statements

Financial statements are prepared in acoordance with the CMB’s CommuniquĞ Serial:II,
14.1 and have been audited as of 31 December 2015 and 31 December 2014.

Summary of Baİance Sheet

- (Audited) (Audited)
- Current Period Previous Period

1 January - 1 Januaıy -

(Thousand TRY) 31 December 2015 31 December 2014
Current Assets 7.999,975
Non-current Assets 10.634.515 8.562.321
Total Assets

_________________________

18.634.490 15.933.674

Current Liabilities 2.615.423 3.105.422
Non-current Liabilities 3.480.875 2.517.945
Shareholders’ Eguity - ——___________ - - 12.538.192 10.310.307
Total Liabilities 18.634.490 15.933.674

Summary of Income Statement

(Audited) (Audited)

Current Period Previous Pedod

{ January - 1 January -

(Thousand TRY)

____

31 December 2015 31 December 2014

Sales Revenue 11.914.581 11.484.137

Gross Prof it

_____________________

2.060.291 2.438.485

Operating Profit 1.590.803 2.094.412
Prof it from Countinuing Operations Before
Taxation

____________________

1.436.167 1.965,571

Net Profit for the Period

_________________

1.162.309 1.660.791

gyLtyAllr1butabletotheParent İ:ŞPt4İŞ
EBITDA

______

2.094.102 2.483.905
32,17% - 45,75%

The Entity prepares its budgets within the frame of its strategic goals that is approved by
the Board of Directars.

İn the regular meetings of the Board of Directors is reviewing the current position of the
Entity and activities are compared with the previous period and budget targets.
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2. Key Ratios

1 January - 1 Januaıy -

___________________________

31 December 2015 31 December 2014
Gross Profit Margin 1Jİ 21,2%
Operating Profit Margin - - - 13,4% - 18,2%
EBITDA Margin 17,6% 21,6%
Net Profit Margin

_________—

9,8% 14,5%
! !P ?ıç

3. Financiaİ Strength

According to the caİcuİation made with the ratios issued in Turkish Commerciaİ Code Article
No: 376, the Company’s equity is fuİİy covered.

4. The Avaiİabiİity of Financiaİ Sources and The Policies The Group Appİies in This
Framework

Erdemir Group has fuİİ access to ali national and internationaİ financial sources with its
market making power based on high trading voİume in money markets. New funding
aiternatives according to changing market conditions are continuousİy analyzed and offers
are evaİuated. The debt policy of Erdemir Group is deveİoped based on the capabiİity of
cash generation and the strong equity structure. Hedging methods and amounts used
against flnanciaİ risks are deveİoped based on a frame of systematic modeİs. Within the risk
toİerances, foıward, futures, swap and options refİecting market conditions are
impİemented, if necessary.

The Nature and Amount of İssued Capitaİ Market İnstruments

There is no issued capitaİ market instrument in the period.

5. Dividend Distribution Poİicy

Erdemir Groups’ Dividend Distribution Poİicy is as foİİows:

“As a principİe, Company impİements the poİicy of distributing aİİ of its distributabİe profit in
cash within the provision of forecasted free cash fİow generation by considering financial
İeverage ratios, investment] financing needs and anticipation of the market under the scope
of effective reguİations and cİauses of Company’s Articİes of Association. Dividend
distribution poİicy is reviewed by the Board of Directors every year considering nationaİ and
globaİ economic conditions, Company’s projects on agenda and funds.

Dividend is paid by fixed or variable instaİİments in accordance with the İegisİation by giving
authority to the Board of Directors at the Generaİ Assembiy Meeting, where dividend
distribution is decided, untiİ 15 December of the relevant caİendar year.

Generaİ Assembiy is authorized for distribution of dividend advance in accordance with
relevant İegislations.”

Dividend distribution (gross dividend per share: TRY 0,4000) amounting to TRYİ.400.000
thousand from 2014 net profit was approved during Annuaİ Generaİ Assembiy dated 31
March 2015. Dividend payment was compİeted as of 26 May 2015.
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6. Information about the sector

The world crude steel output in 2015, deciined to 1,6 billion mt, down 2,9 percent on year
on-year basis. in 2015, crude steel output in Asla amounted to 1,09 biiihon mt, down 2,3
percent, with 803.8 milhon mt produced by China, down 2,3 percent, 105,1 million mt
produced by Japan, down 5 percent, and 69,7 million mt produced by South Korea, down
2,6 percent - with ali comparisons on year-on-year basis. EU-28 countries produced 166,1
million mt of crude steel in 2015, down 1,8 percent compared with 2014. in 2015,
Germany’s output was 42,7 miiFon mt, down 0,6 percent year on year, italy’s crude steei
output was 22 million mt, down 7,1 percent year on year, and France’s crude steel output
was 14,9 miillion mt, down 7,2 percent year on year. The CIS registered a crude steei output
of 101,2 miflion mt in 2015, down 4,3 percentyear on year. in North America in 2015, crude
steei output was 110,7 miilion mt, down 8,6 percent year on year. Meanwhiie, crude steei
output in South America in 2015 deciined to 43,9 miilion mt, down by 2,5 percent year on
year. in 2015, the average capacity utWization of steei producers across the giobe was
69,7%.

The global hot roHed product price change is provided in the graph beiow:

USA, Cuma. Westeru Europe arni World Export
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in 2015, Turkey’s crude steel output recorded a decrease of 7
totaling 31,5 miHion mt. in the giyen period, Turkeys crude steei
furnaces decbned by 13,8 percent to 20,5 miHion metric tons
furnaces increased by 7,3 percent to 11,0 miHion metric tons, both

,4 percent year on year,
production by electrIc arc
and production by biast
on year-on-year basis.
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7. The Position of Erdemir Group within the Sector

Erdemir Group’s production in 2014 has been expanded to 6,5 miİlion tons. İn 2015, the
crude steel production in Ereğİi Pİant has increased by 126% and went down to 3.779
thousand tons while the crude steeİ production in Iskenderun went up to 5.150 thousand
tons with an increased of 8,2%. in 2015 Erdemir Groups production has increased by
5,14% and went up ta 8.929 thousand tons.

8. Government Grants

These grants and incentives can be used by ali companies, which meet the reİated
legislative requirements and those grants have na sectoraİ difterences.:

V İncentives under the jurisdiction of the research and deveİopment İaw (100% corporate
tax exemption eto.)

İ İnward processing permission certificates,
“ Social Security Institution incentives
/ insurance premium empİoyer share incentive.

Research and development incentive premiums taken or certain to be taken amounts to
TRY 836 thousand (2014: TRY 531 thousand) which are accounted under income
statement for the year ended 31 December 2015.

9. Deveİopments Regarding the Pİants

Turkey’s first and onİy integrated fiat steeİ praducer, Erdemir Group, who carries out
production, operation, maintenance and modemization activities within its aİİ faciİities
compieted 2015 with production records. Manufacturing 25% of aİİ crude steeİ production
in Turkey, Erdemir Group again continued its aperatians in hne with the principİe af optimaİ
costs, maximum productivity and quaİity of production in 2015.

Ersem serves customers of various sizes from its faciİities which are capabİe of just-in
time deİivery, manufacturing with sensitive toİerances and being abİe ta produce at İow
voİumes and of difterent types. Ersem, start processing in Manisa Organized İndustriaİ
Zone enabİes end users ta benefit tram economies af scale by easing demands on the
faciİities, machinery, time and İabor through its speciaİity in a supply chain management
services.

To suppİy just in time deliverles and storage services mainİy for the customers operating in
the Marmara region of Turkey, constructian af 30 thausand tons storage capacity has
campİeted in Darıca, Izmit.
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10. Production Pİants and Productivity

The information about the capacitles of main product groups by Group are stated beiow:

lJanuary- lJanuaryapaciiy used (/o) 31 December 2015 31 December 2014
Liquid Steel 100% 96%
SIab 84% 84%
Billet 63% 45%

11. Products

The main products of Erdemir Group are as folİows:

Erdemir Isdemir Ermaden
Tinpİate Bilİet Peiİets
Gaivanized Wire Rod İron Ore
Caid Roİİed SIab
Hot Rolled Hot Rolled --

Pİate

_____________________

12. Production (quantity)

Final Products 1 Januaıy - 1 Januaıy -

(000 Tons) 31 December 2015 31 December 2014
7.499 6.954

iLfla?rç4yç!! 1.153
ron Ore and Pellet 2.422 2.666

13. Deveİopments Regarding Sales

The iron and steei industry is a delivering force in nationaİ economies and Turkey is one of
the İeading countries in terms of both production and consumption of steeİ, ranking as the
worid’s 8’ largest steel consumer. Turkey was caught great consumption growth rate above
the world average in 2015 with increased industriaİ production and the biggest investments
such as the Trans-Anatolian Gas Pipeline (TANAP), İstanbui’s 3 bridge and the 3 airport.

With increased consumption in Turkey, total fiat product saİes of the Erdemir Group of
Companies increased 4% in 2015 and reached to the eve! of 7,2 mioion tons. The domestic
fiat product saies increased 11% (Y.O,Y.) and reached 6,5 miflion tons. Long products sales
increased 33% (Y.O.Y.) and went to 1,6 mfllbon tons. The domestic long product sales
increased 34% (Y.O.Y.) and went to 1.4 miibon tons.

Erdemir Group of Companies aiso export 688 thousand tons of fiat products to 42 countries
and 162 thousand tons of İong products to 8 countries. The İeveİ of Erdemir Group’s export
saies is 9% of total sales.
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Erdemir Graup continues to dehver shipments in hne with its objectives in industries such as
packing, automotive or steei pipe. As a result of its customer oriented strategy, ERDEMİR
Group has added 22 new customers to iong product porfoho and 65 new customers to fiat
product portfoho totahng 87 new customers during 2015.

in order to provide rapid and effective respanse to the needs of the steei market, our
industriaHy structured marketing and saies organization have continued to customer visits,
congress and exhibition participations in Turkey and abroad, meetings with industry unians
and organizations of customer activities. Our product range are managed dynamicaily and
taiiored ta customer expectations. AdditionaHy, product deveiopments and newer steel
grade works aiming the finai user demand, keeps developing.

14. Sales (quantity)

Finai Praducts 1 January - 1 Januaıy -

(000 Tons) 31 December 2015 31 December 2014
Fiat Products 7.229 6.933

1.552 1163
fronOreandPeuetsaies{*)

- 2285 -. 2.853

(*) 2.187 thausand tons of Ermadens saies are ta Group Companies as of 31 December 2015 <31
December 2014: 2.486 thousand tons).

F - Risks and Evaiuation of the Board

1. Risk Management Poiicy

Risks are monitored and managed in camphance with the reguiation and procedures reiated
with management of the market and customer risks which are directed towards measuring
the risks Erdemir Group is exposed to and deveioping hedging methods to keep these risks
within risk toierances.

Aimast ali of our receivables are guaranteed with the Direct Debit System, the Credited
Direct Cohection System and the Trade Credit insurance. Risk positions of our customers
are monitored reguiariy and when exceeding the hmits, a margin caH is issued.

Duration is calcuiated based an the credit portfoho and cash fiow projections in order ta
manage interest rate risks Erdemir Group is exposed ta and the amount of gam / ioss,
which may arise passibie interest rate changes, is measured using a sensitivity anaiysis.

AdditionaHy, the ratio af tatai amaunt of ioans with a fiaating interest rate ta whoie credit
partfoho af the Group is monitared and actions are taken to keep this ratia within a defined
limit. Derivative instruments are assessed and analyzed in detaii. According ta firm and
market situatian, canvenient transactians are executed within certain hmits.

Simiiariy, with regards ta hquidity risk management, credit usage and paybacks and cash
fiaw prajectians are manitared and necessary actians are taken.
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The feasibiİity reports, including aİİ types of technicaİ and financiaİ evaİuations, reİated to aİİ
planned investments in the Erdemir Group’s mid/İong term strategic road map are prepared
by the System Deveİopment Department under the Deputy Generaİ Manager of the reİevant
Group Companies and are submitted to Business Deveİopment Directorate. The Business
Deveİopment Department examines the feasibility reports from their consistency and
accuracy perspectives, then prepares the financiaİ evaluation reports by anaİyzing “İnternal
Rate of Return, Net Present Vaİue, Return on İnvestment period and ratio, then submits
these reports to the Group Financiaİ Affairs Coordinator.

No planned investments can be submitted to the Board of Directors without the approvaİ of
the Group Financial Coordinator.

2. The Early Detection of Risk Commiftee

With the decision of Ereğli İron and Steel İnc.s Board Meeting dated 24 September 2012
and numbered 9167, The Earİy Detection of Risk Committee (Committee) was set up in
accordance with the Capitaİ Market Board’s legisİation.

The duties and working principİes direotive of the Committee were published on the
company’s website on the lnvestor Reİations / Poİicies tab.

Within the scope of this directive and İegaİ İegislation, the purpose of the Committee is to
earİy detect of risks to the Company’s assets, development and existence, impİement the
measures necessary to deal with identified risks and manage risks.

The Committee meets every two months in line with the Board of Directors’ meetings and
the Committee fuİfiİls its duties during these meetings. The Committee submits its activity
report and summary of the minutes to the Board of Directors after the meetings. The
secretariat is responsibİe for keeping the meeting minutes.

3. Future Risks

1) Market risks: The price risks that rose in commodity markets after 2008 are stiİİ going on
at the end of 2015. Especiaİly the surpİus capacity due to China and Europe are putting
pressure on steeİ prices. Furthermore the fİuctuation of iron ore prices which depends on
China’s iron ore demand cause fluctuation in raw materiaİ prices due to the quarterİy
contracts on iron ore prices. The fİuctuation of iron ore and coke prices that are the inputs
of our Group, the fİuctuation of steeİ products that are the outputs of our Group and the
fİuctuations that arise from the duration of the process between procuration and deİivery
which takes İonger in iron and steeİ market compared ta other markets are the most
specific market risks.

2> Macroeconomic risks: Since the changes in coİİection poİicies and raw materiaİ price
and saİes price fram TRY ta USD Doİlars, USD Doİİars is accepted as a functional currency
of the Company and its subsidaries starting from 1 September 2013. As a resuİt, the
Company avaided the foreign currency risk in the financiaİ statements. ln addition; rapid
decİine in commodity prices, İiquidity crunch that occured in emerging markets due to the
reduction of FED’s asset purchases and the possibiİity of reduction in steeİ demand are the
macro-economic risks that the Group may be confronted with.

İn addition to these risks, operational and financial risks that may occure are continuousİy
monitored by Risk Management and reported to Board of Directors by the earİy Detection
of Risk Committee that is under the Board of Directors.
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G - Other Information

1. Organizations Out of the Headquarters

None.

2. Information about Amendments in Legislation That May Significantly Aftect the
Company’s Activities

None.

3. Information About Conflicts of Interest Between the Company and Institutions that
Provide Services to the Company on İssues Such as Investment Advisory and Ratings
and Cautions Taken by the Company to Prevent These Conflicts

None.

4. Social Rights of Employees, Professional Training and Other Activities of the
Company that Cause Communal and Environmental Consequences

İn accordance with the provisions of the collective İabor agreement, our employees who are
inclusive of the agreement are provided social benefits such as 120 days bonus payments,
holiday pay, heating allowance, paid annual leave allowance, marriage, childbirth,
bereavement, military seMce and education allowances, transportation and meal
allowances, incentive allowances for senior employment. Cur employees are entitled to paid
annual İeaves, notice period, severance payment, above than those provided under the law.
ERDEMİR who sees providing a safe and healthy work environment as one of its main
priorities, provides employees preventive medicine, job entry examinations, periodic
examinations, preventive activities for job accidents and diseases, first aid and emergency
treatment seMces.

Mandatory OHS Training issued in 2015 is 151.711 participanU hour.

Unit Training System (UES), domestic and international seminars, participation ta the
conferences offers many learning facilities. Educational programmes; are planned to the
Erdemir’s basic strategical objectives, Ouality, OHS, Envoirment and Energy Management
System Policies. Performance Evaluation outcomes are used to identify training and
development needs of the employees.

For future success and sustainablity, developing management and leadership skills of our
employess in our company, management positions in 2014 to make a difference in
organizational performance and ta sustain the development of “Erdemir Executive
Development Project” has continued. “Talent Management Projects” aimed at increasing the
performance of our employees to develop their competencies, training is giyen. Using
executives’s comman managemet language, mastering basic principles of coaching and
mentoring, allows to improve the institutional development and performance; “Erdemir Inner
Mentor Training Project” k carried out.

Required by law No: 6331, be informed about their legal rights and responsibilities of
employees, identification of hazards and risks they faced and “OHS Training” abaut
necessary measure is giyen. In addition to that, under the regulations for work related
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professionaİ untrained empİoyees can not run the dangerous and very dangerous, trainings
are carried out in a plan.

Furthermore, ÇASGEM Trainers Training Programme was carried out and it contributed to
the development of our intemaİ instructors’ training skiİls.

Supporting the social deveİopment particuİarİy in the regions where it operates, Erdemir
continued its contribution to the society aİso in 2015, in honor of its fluieth anniversary.

İn 2015, Erdemir organized the 3rd Steeİ Scuİpture contest on the theme “Steeİ and Life”
for ungraduate and graduate students studying scuİpture at Turkish universities. The
contest, which was heİd by Erdemir with the aim of contributing to the arts education in our
country, supporting the youth in this fleİd and drawing attention to the pİace of steeİ in İife,
received 144 artworks from 14 schooİs. Some of the artworks were made of Erdemir
products. 28 artworks were chosen as prize winners, whiİe 44 artworks were found worthy
of display. The artworks that were chozen as prize winners or that were found worty of
dispİay at the end of the Nationaİ Steeİ Scuİpture Contest for Students on the theme “Steeİ
and Life” were exhibited in Tophane-i Amire KSM Tek Kubbe Haİİ at Mimar Sinan Fine Arts
University on 2 - 5 June 2015. Works which were awarded prizes were exhibited for art
İovers aİso in Ereğli, Divriği and İskenderun.

Organized by Erdemir for 23rd Apriİ, Nationaİ Sovereignty and Children’s Day and having
become a tradition so far, the chiİdren’s theatre event took pİace on 21 April 2015. Primary
schooİ students in Ereğİi and the chiİdren of Erdemir empİoyees had the chance to see the
musicaİ play named “İ’m not crap” (Ben Çöp Değilim). The play, which aims to draw
attention to the importance of recycİing, raise awareness among chiİdren on environment
issues and make chiİdren form good habits, was seen by nearİy 800 children.

As in every year, Erdemir provided food packet aid to the needy famiİies in the region in
Ramadan 2015.

in 2015, Erdemir supported the efforts of various non-governmentaİ organizations serving
the society. Having participated in the chahty run “Step by Step” (Adım Adım), Erdemir
Group donated funds, on behaif of its running team, to the Spinaİ Cord Paralytics
Association of Turkey, Turkish Foundation for Chiİdren in Need of Protection (Koruncuk),
the Turkish Foundation for Combating Soiİ Erosion, for Refosteration and the Protection of
Naturaİ Habitats (TEMA) and Buğday Association for Ecoİogicaİ Living. Besides, the Group
provided financiaİ support to AKUT Search and Rescue Association and Deniz Temiz
Turmepa Foundation, and continued its contribution to Ereğli Association of Physicalİy
Handicapped.

Meeting the demand for sheet metaİ materiaİs, which are requested for undergraduate and
graduate studies in vadous Turkish universities, Erdemir met the maintainance, repair and
material requirements of education institutions, including mainİy those in Ereğİi.
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5. Information about Related Party Transactions
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The immediate parent and ultimate controlling parties of the Group are
and Ordu Yardımlaşma Kurumu respectively.

Ataer Holding A.Ş.

Due from related parties (short term)
(thousand TRY)

Oyak Renault Otomobil Fab. A.ŞJ2>

Bolu Çimento Sanayi A.Ş.<1>
Adana Çimento Sanayi T.A.Ş. (1)

Other

31 December 31 December
2015 2014

Due to related Darties (short term)
(thousand TRY)

_______________

Omsan Lojistik A.Ş.
Omsan Denizcilik A.Ş. (1)

Oyak Pazarlama Hizmet ve Turizm A.Ş. (1)

Oyak Savunma ve Güvenlik Sistemleri A.Ş. “

Other

_______________

Trade payables to related parties mainly arise from purchased service transactions.

(1) Subsidiaries of the parentcompany
<2) Joint venture

30.868 27.886

6.060 3.887
6.068 4.071

134 565
43.130 36.409

The trade receivables from related parties mainly arise from sales of
products.

31 December
2015

iron, steel and by

31 December
2014

6.286 3.306

6.162 4.982

8.954 5.361

3.542 2.876

1.686 1.804
26.630 18.329



EREĞLi IRON AND STEEL WORKS, INC.

BOARD OF DİRECTORS’ ACTİVİTV REPORT PREPARED İN ACCORDANCE
WITH THE COMMUNIOU€ SERRL:II, NO:14.1

Page; 28

Major sales to related parties
(thousand TRY)

ayak Renault Otomobil Fab. A.Ş. (2>

Adana Çimento Sanayi T.A.Ş. (1>

Bolu Çimento Sanayi A.Ş. (1)

Aslan Çimento A.Ş. (1)

Other

1 January—
31 December

2014

147. 533 128.005
20.700 19.262
18.973 16.929

1 .209 2.652
3.455 3.662

191.870 170.510

The major sales to related parties are generally due to the
and by-products,

Maior purchases from related parties
(thousand TRY)

Omsan Denizcilik A.Ş.<’>
Oyak Pazarlama Hizmet ve Turizm A.Ş.11>
Omsan Lojistik AŞ.11>
Oyak Savunma ve Güvenlik Sistemleri A.Ş.11>
Omsan Logistica SRL11
Other

sales transactions of iron, steel

1 January—
31 December

2014

66.838 110.485
61.441 42.422
41.235 32.243
31.701 30.539

8.524 7.758
12.836 7.018

222.575 230.465

The major purchases from related parties are generally due to services.

(1) Subsidiaries of the parent company
(2) Joint venture

1 January—
31 December

2015

1 January—
31 December

2015
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The period end baİances are non-secured, and tbeir coİİections wiİİ be done in cash. As of
31 December 2015, the Group provides no provision for the receivables trom related parties
(31 December 2014: none).

İn 2015, commercial activities between the Entity and its subsidiaries Iskenderun Demir ve
Çeİik A.Ş and Erdemir Çeİik Servis Merkezi San, ve Tic. A.Ş. exceed 10% under CMB İİ-
17.1 Corporate Governance Communiqu. İt is predict that by the year 2016 operations wiİl
continue under determined circumstances. Operations are consistent with last year.

6. İnformation for Shareholders

A İetter of intent was signed for a 50:50 partnership with the German technology company
The Linde Group in order to estabİish a new air separation unit (ASU) in Iskenderun that wiİİ
suppİy the additionaİ industriaİ gases required for our subsidiary Isdemirs production and to
reduce the costs with an effective and efficient management. With this new unit to start its
operations in less than 20 months thanks to this agreement, which is the first international
joint venture of Erdemir Group in its 50-years of history, Isdemir’s oxygen production
capacity and nitrogen production capacity wiİİ increase by 14% and 45%, respectiveİy.
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App.1: Information about Board Members’ and Executive Management’s Titles out of
the Company

Board of
. Tıtle Tıtles out of the CompanyDirectom

-Iskenderun Demir ve Çelik A.Ş. —

Chairman/Executive Director
(Representative)

OYTAŞ IÇ VE -Erdemir Çelik Servis Merkesi San. ve Tic.
DIŞ TİCARET . A.Ş.-Chairman (Representative)Chaırman — Executive .A.Ş.

Director - Erdemir Mühendislik, Yonetim ve
Represented by: Danişmanlık Hizmetleri A.Ş. —

Ali Aydin PANDİR Chairman (Representative)
- Erdemir Romania S.R.L. — Chairman
-Erdemir Asia Pacific Private Limited —

Director
- Iskenderun Demir ve Çeİik A.Ş. — Board
Member (Representative)
- Akdeniz Kimya San. ve Tic. AŞ.
Chairman of the Board (Representative)
- Akdeniz Kimyasal Ürünİer Pazarlama Iç
ve Diş Tic. A.Ş.- Chairman of the Board
(Representative)
- OYAK Yatirim Menkul Değerler A.Ş. —

Chairman of the Board (Representative)

OYAK Girişim - HEKTAŞ Ticaret T.A.Ş.— Chairman of

DanIşmanlığı A.Ş. . the Board (Representatıve)

(Represented by Deputy Chaırman

Nihat KARADAĞ) - Atterbury SA. ( Luxembourg)— Member
of Supervısory Commıttee
- Chemson Polymer Addıtıve AG (Austria)
— Member of Supervisory Committee
- Chemson Lid. (England) — Board Member
- Chemson Inc.(USA) — Board Member
- Chemson Pacific PTY Ltd. (Australia) —

Board Member
- Chemson LTDA (Brazil) — Member of
Supervisory Council

Republic of
Turkey Prime
Ministry

. -Govemor of Zonguldak ProvincePrıvatızatıon Board Member
Administration
(Represented by:
Ali KABAN)
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Board of Directors Titİe Titİes out of the Company (cont’d)
(cont’d) (cont’d)

- İskenderun Demir ve Çeİik A.Ş. —

Deputy Chairman (Representative)
- Erdemir Madencilik San. ve Tic.
A.Ş.— Chairman and Executive
Director (Representative)
- OYAK Birİeşik Enerji A.Ş.- Ohairman
of the Board (Representative)
- Ayas Enerji Uretim ve Ticaret A.Ş.—
Chairman of the Board
(Representative)
- İskenderun Enerji Uretim ve Ticaret
A.Ş. — First Vice Chairman of the
Board (Representative)
- Akdeniz Kimya San, ve Tic. A.Ş.
Board Member (Representative)
- Akdeniz Kimyasaİ Ürünİer Pazarİama
İç ve Dış Tic. A.Ş.- board Member
(Representative)
- OYAK Eİektrik Enerjisi Toptan Satış

OMSAN Lojistik A.Ş. A.Ş.- Chairman of the Board
(Represented by: Dinç M k (Representative)
KİZILDEMİR

Ljoaru 1 emuer
- OYAK Pazarİama Hizmet ve Turizm
A.Ş.- Chairman of the Board
(Representative)
- OYAK Girişim Danışmanİığı A.Ş.
Chairman of the Board
(Representative)
- Atterbury SA. (Luxembourg) —

Chairman of Supervisory Committee
- Chemson Polymer Addıtıve AG
(Austria) — Chairman of Supervisory
Committee
- Chemson Ltd. (Engİand) —Chairman
of the Board
- Chemson mc. (USA) — Chairman of
the Board
- Chemson Pacific PTY Ltd. (Australia)
— Board Member
- Chemson LTDA (Braziİ) — Member of
Supervisory Counciİ
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Board:foirectors
(cont’d)

Titles out of the Company (cont’d)

- Iskenderun Demir ve Çelik A.Ş. —

Board Member (Representative)
- OYAK Birleşik Eneıji A.Ş.- Board
Member (Representative)
- Ayas Enerji Üretim ve Ticaret A.Ş.—
Board Member (Representative)

OYKA Kağıt Ambalaj - Iskenderun Enerji Uretim ve Ticaret
Sanayii ve Ticaret A.Ş. A.Ş. — Board Member
(Represented by:

Board Me b (Representative)
Ertuğrul AYDIN) m er

- OYAK Anker Bank GmbH — Member
of Supervisory Committee
- ATAER Holding A.Ş. — Vice Chairman
of the Board (Representative)
- OSIAT Sigorta Acentelik Hizmetleri
A.Ş. — Board Member
(Representative)
- Chemson Polymer Addıtıve AG
(Austria) — Member of Supervisory
- Iskenderun Demir ve Çelik A.Ş. —

Board Member (Representative)
- Erdemir Mühendislik Yönetim ve
Danışmanlık Hizmetleri A.Ş. — Deputy
Chairman of the Board
(Representative)

l - OYAK Anker Bank GmbH — Member
of Supervisory Committee
- OYAK Birleşik Enerji A.Ş.- BoardOYAK Pazarlama
Member (Representatıve)Hızmet ve Turızrn A.Ş.

Board Member - AYAS Enerji Üretim ve Tic. A.Ş.(Represented by.
Board Member (Representative)Fatma CANLI)
- Akdeniz Kimya San. ve Tic. A.Ş.
Board Member (Representative)
- Iskenderun Enerji Üretim ve Tic. A.Ş.
Board Member (Representative)—

- Iskenderun Demir ve Çelik A.Ş. —

lndependent Board Member
- Sardes Faktoring A.Ş. — Chairman
- AK Sigorta A.Ş.-lndependent Boardlndependent BoardEmın Hakan EMINSOY MemberMember

- AON Sigorta ve Reasürans
Brokerliği A.Ş. — Consultant

- Iskenderun Demir ve Çelik A.Ş. —

Hakkı Cemal ERERDI lndependent Board
lndependent Board MemberMember

- Iskenderun Demir ve Çelik A.Ş. —

lndependent Board lndependent Board MemberALI Tugrul ALPACAR
Member - Alpacar Yonetım Danışmanlık A.Ş. —

Chairman
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Executive Management Title Titles out of the Company

- Erdemir Madencilik San. ve Tic.

Sedat ORHAN General Manager A.Ş.- Deputy Chairman and
Executive Director
(Representative)

Executive Vice PresidentEsat GUNDAY
(Operations) None

Executive Vice PresidentKaan BOKE None(Human Resources)

. ERDEMİR Group -Erdemir Romania SR.L —Board

Bülent BEYDUZ Financial Affairs em er
. - Erdemir Asia Pacifıc Private LimitedCoordinator

— Dırector
. .

- World Steel AssociationSami Nezih Executive Vıce President
b f ETUNALITOSUNOĞLU (Financial Affairs) vıem er e conomy ommı ee

-Erdemir Çelik Servis Merkezi San.
ve Tic, A.Ş. — Board Member and
Executive Director (Representative)
- Erdemir Çelik Servis Merkezi San.

ve Tic. A.Ş. — General Manager (by

ERDEMIR Grou proxy)

Başak TURGUT Marketing and Sales - Erdemir Asia Pacific Private Limited

Coordinator
Turkish Steel Procuders Associatıon —

Board Member
- Turkish Steel Procuders Association

-Member of High Advisory Council

MC G - Erdemir Asia Pacific Private
Şevkinaz ALEMDAR roup

Limited — DirectorProcurement Coordinator

- Turkish Emloyers Association of
Metal Industries — Board Member

Ouz Nuri ÖZGEN ERDEMİR Group - Turkish Emloyers’ Association ofg
Production Coordinator Metal lndustries — Ankara Region

Chairman of Representatives
Board

. ERDEMİR Group -World Steel AssociationEric Andre Cornıl VITSE
Technology Coordinator Member of Technology Committee
ERDEMİR Group

Naci Özgür ÖZEL Strştegy and
NoneBusiness Development

Coordinator
ERDEMİR Group

Banu KALAY ERTON Corporate Affairs None
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APP.2: CORPORATE GOVERNANCE PRİNCİPLES COMPLIANCE REPORT

SECTION 1- STATEMENT OF COMPLIANCE WITH CORPORATE GOVERNANCE
PRINCİPLES

Ereğİi Demir ve Çelik Fabrikaİarı T.A.Ş., one of the public companies in Turkey with the
broadest base, enjoys a leading position in its fieİd in the Turkish industry, and is welİ aware of
its responsibiİities towards its stakehoİders. Transparency, accountabİe management
approach, compİiance with ethicaİ and egaİ codes is integraİ components of the corporate
management. Erdemir has aİways fuİfilİed its responsibilities, arising from İegislations, in an
accurate and prompt manner.

Our Company has assigned İnvestor Reİations Manager who has “Capital Market Activities
Advanced Level License” and “Corporate Governance Rating Speciaİist License”, aiso works
as a fuİI-time manager in the corporation and a member of Corporate Governance Committee
in accordance with CMB’s İİ-17.1 CommuniquĞ on Corporate Governance. İn addition,
Company has appointed an empİoyee who works in İnvestor Reİations Department.

Within the year 2015, our Company has been continuad its endeavors to ensure fuİİ
compliance with the mandatory or optional reguİations of the Corporate Governance Principİes
within the scope of Communiqu numbered İİ-17.1 “Corporate Governance” - the detaiİs of
which are presented beİow. in 2015, the procedures for designating independent candidates
and making public discİosures were completed and candidates were elected according to
regulations. The estabİished committees under the BoD functioned effectively during the year.
The information that must accompany the discİosure document to be submitted to the Generaİ
Assembİy incİudes such standard documents as those indicating preferred shares, voting
rights and organizationaİ changes, as welİ as the CVs of BoD membership appİicants and the
reports and announcements that need to be prepared for reİated party transactions, aİİ of
which were provided to our investors three weeks prior to the Generaİ Assembly İn addition,
the Company’s website and annual report were reviewed and revisions required to comply with
the principİes were made. The poİicies formed under the scope of the Corporate Governance
Principİes and the working directives of the commillees are published on our website.

Ereğİi Demir ve Çeİik Fabrikaİarı T.A.Ş. beİieves in the importance of ensuring fuİİ compiiance
with the Principİes of the Corporate Governance. However, a number of obstacİes stand in the
way of compliance. There are a number of difficulties in the nationaİ and internationaİ arena
concerning compİiance, faiİure to ensure an overiap with the market and the current structure
of the Firm. These are the difficuİties which have caused possibİe deİays in practice for the
operations within the firm and a number of arguments in Turkey, Thus, fuİİ compİiance has not
yet been achieved as ta a number of non- mandatory principles. An array of efforts and
undedakings towards the gaal of ensuring fulI compİiance promptly are in progress. This goaİ
wiİl have been achieved upon the compİetion of administrative, İegaİ and technical
infrastmcture projects. The said goaİ aİso incİudes the monitoring of the recent deveİopments
incİuding the Capitaİ Markets Board, which are to be issued, concerning the bmited number of
principİes that have not been put into practice. The Pdnciples of the corporate governance in
practice and those which have not yet been harmonized are presented beİow.
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SECTION İİ — THE SHAREHOLDERS

2.1. İnvestor Relations Department

The reİationships with our partners, corporate investors and anaİysts are carried out
systematicaİly in a fashion that supports Company vaİue. İn İine with this very purpose, the
Company organizes meetings with the domestic and the foreign investors and announces
materiaİ disclosures to the public immediateiy. Additionaİly, the Company fuİfilİs its
responsibiİities towards reguİatory bodies such as the Borsa İstanbuİ and the Capitaİ Markets
Board, and provides prompt repİles to the queries of the partners, the anaİysts and the
portfoiio managers. İn 2015, İnvestor Reİations Department answered per month around 300
questions received from sharehoİders, institutionaİ inveştors and anaİysts of investment firms
by phone and e-maiİ.

İnquiries made by our sharehoİders by teİephone and e-mali within the year are responded to.
Such inquiries are concerned with the entry into the registration system, the general assembiy
and the dividend distribution. Depending on the nature and the content of the requested
information in case of necessity, the query is shared with the independent auditors of the
Company and the relevant responses are submitted to the enquirer.

The remarks concerning the financiai statements and the footnotes as weli as the material
discİosures are announced to the investors of the Borsa İstanbul and to the pubiic via Pubiic
Disclosure Pİatform. The financiaİ statements, the footnotes and the materiaİ discİosures are
also pubiished on the Company website.

İnvestor Relations Department has been formed which reports directİy ta the Group Chief
Corporate Affairs Ofticer Banu Kalay Ertan. The relevant contact information iş available in the
annuai report and on the Company website.

İnvestor Relations Department

Name Titİe Teİephone E-mail
Idil Önay Manager +90-216-578 81 49 ionayerdemir.com.tr
Ahmet Görpeoğİu Speciaİist +90-216-578 80 97 agorpeogİuerdemir.com.tr

Idiİ Önay who has “Capitai Market Activities Advanced Leveİ License” and ‘Corporate
Governance Rating Speciaİist License” was empioyed in the corporation as a fufl-time
manager and appointed as a member of Corporate Governance Committee in accordance with
CMB’s İİ-17.1 CommuniquĞ on Corporate Governance.

İnvestor Reİations Department prepares an activity report, at İeast annuaİly, to the BoD. 2015
activity report presented in BoD meeting dated 15 Febmary 2016.

The tabİe beİow present’s activities performed within 2015 so that investors couİd be informed
in-depth concerning the operations of the Company:

The number of investors and anaİysts who have been contacted 409

The number of teİe-conferences heid regarding financiais 4

The number of meetings heid regarding financiaİs 3
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2.2. The Use of Sharehoİders’ Rights to Obtain İnformation

Pursuant to the Pubİic Discİosure Policy of our Company, ali shareholders, potentiaİ investors
and anaİysts shaiİ be treated equaİly and fairİy with regard to their right of the use of request
and enquiry of information. İt iş also essentiaİ that our disciosures be passed onto everyone
simuİtaneously with the same content. Au infarmation sharing iş ta be made in line with the
content annaunced ta the pubiic earİier. Within the framewark of the sharing of information, the
shareholders and the market players are infarmed regarding ali types of infarmation aİang with
materiaİ discİosures. The retrospective material discİosures are pubuished on the Company
wehsite.

Laads of written and verbal requests for infarmation fram the sharehoiders are responded to
promptly under the supeMsion of the İnvestor Reİations Department and in İine with the
provisions of the Capitaİ Markets Board Legisiation. For the purpase af extending the
sharehoİders’ right ta enquiry, any informatian that might harbour an impact an the
sharehaİders’ right af use under the principİes of the Corparate Gavefnance is updated and
pubiished an the website. The information on our website is pubİished in Turkish and Engiish,
and duİy aİİaws fair use for both domestic and foreign sharehoİders.

The campany’s activities are audited by an İndependent Auditor(s) appainted by the Generaİ
Assembiy, reguİarİy and pedadicaİİy. The independent auditing procedures for the year 2015
were carried out by Güney Bağımsız Denetim ve Serbest Muhasebeci Maİi Müşavirlik A.Ş. (i.e.
A Member Firm of Ernst g Yaung Gİobaİ Limited).

The request af sharehoİders auİowing the appaintment of a speciaİ auditor has not been drawn
out as an individuaİ right as per our Articİes of Association. Accordingİy, no request concerning
the appointment af a speciaİ auditor, has been received by our Campany yet.

2.3. The General Assembiy Meetings

Ordinary Generaİ Assembiy shaİİ be heİd within three months fram the end of the Company’s
activity period and at İeast once in a year, discussing and resaiving upon the subjects of
agenda. Extraordinary Generaİ Assembiy shaİi be held whenever required by the Company’s
business in compliance with the pravisions written in the İaw and Articies of Association.

The Ordinary General Assembiy Meeting for the year 2014 was heid on March 31, 2015 in
Istanbuİ and 66.21% of the shares were represented in the Generaİ Assembİy.

İnvitations ta the Generaİ Assembİy Meetings are issued by the BaD in compİiance with the
Turkish Commerciaİ Code (TCC), Capitaİ Market Law and Company’s Articİes of Association.
The pubİic iş infarmed immediateiy of the BoD’s decision to hold the Generaİ Assembİy
Meeting through the Pubİic Disciasure Pİatform and Eİectronic Generaİ Meeting System (e
GEM). İt is aİso pubiished in the Turkish Trade Registry Gazette and nationaİ newspapers.
Generaİ Assembiy announcements are made in a way that compİies with İegal regulations as
weİİ as made on our websites at www.erdemir.com.tr and www.erdemirgrubu.com.tr na İater
than 3 weeks prior to the Generaİ Assembly in order to reach the highest number of
sharehoİders possibİe.
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Prior to the General Assembly Meeting, the agenda items and related documents are
announced to the public in compliance with ali legal processes and regulations. Balance
sheets, income statements and annual reports are prepared prior to the General Assembly
Meetings and made available to shareholders within the period determined in the applicable
regulation via the websites, at the Karadeniz Ereğli branch and at the Head Offlce of the
Company in Istanbul and a copy of the above documents are provided upon request. The
General Assembly Meeting Minutes and information documents which Company is obliged to
provide as per corporate governance principles, ara made available for uninterrupted access to
our shareholders on www.erdemir.com.tr and www.erdemirgrubu.com.tr.

Open ballot voting is used in the General Assembly for voting on agenda articles by raising
hands or electronic voting. Chairman of the General Assembly Meeting is responsible from
managing the meeting efficiently and providing usage of shareholders’ rights.

The members of Board of Directors, officers responsible from preparing financials, auditors
and people who are related with the agenda items take great care to attend the meetings.

There had been na shareholders intended to ask questions or raise their concerns out of the
agenda at the Ordinary General Assembiy Meeting. No shareholders submilled a written
question to the lnvestor Relations Department on the basis of not having received an answer
at the General Assembly Meeting.

During the Ordinary General Assembiy Meeting heid in 2015, the company did not receive any
requests from shareholders for any additional items to be included on the agenda.

The minutes and the list of attendants of the General Assembiy Meetings are disclosed to
public via the Company’s website, Public Disclosure Platform, Electronic General Meeting
System (e-GEM) and published in the Turkish Trade Registry Gazette pursuant ta the relevant
regulations. Consequently, media members and other stakeholders cannot attend the general
assembiy meetings.

General Assembiy meetings are heid at Company Headquarters and Electronic General
Meeting System ta facilitate attendance at meetings. Under conditions stipulated in the Articles
of Association, meetings may be held in Ankara or Karadeniz Ereğli. The location of the
General Assembly meeting is selected ta enable easy access ta alI shareholders. Proxy forms
were placed on our website and announced ta shareholders in a newspaper for shareholders
wishing ta be represented through proxy at the meeting. Resolutions made by the Board of
Directors for the convention of General Assembly Meetings am shared with the public via
d isclosu res.

There has not been any transaction that required the approval af the majority of the
independent board members for the Board of Directors ta take a decision, and where the
decision was left to be resolved by the General Assembly because this condition was not met.

A separate item on the General Assembly agenda regarding the donations and the aids
offered in the period is included. Within the framework of the Company’s Donations and
Contribution Policy, the Shareholders were kept informed of the donations and cantributions
realized in 2013 and 2014, which amounted to 926757 TRY and 1398594 TRY, respectively.
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Shareholders who have a management control, members of the Board of Directors, managers
with administrative responsibility and their spouses, relatives by blood or marriage up to
second degree have not conducted a significant transaction with the company er subsidiaries
thereof which may cause a conflict of interest, or/and conduct a transaction on behalf of
themselves or a third party which iş in the field of activity of the company or subsidiaries
thereof, OF become an unlimited shareholder to a corporation which operates in the same fleld
of activity with the company or subsidiaries thereof. TheFe were alsa no transaçtions
conducted by persons who have the opportunity ta access information of the company in a
privileged way, on theiF behalf within the scope of the company’s field of activity.

2.4. Voting Rights and Minority Rights

The shareholders OF their proxies who present in the Ordinary and Extraordinary General
Assembly meetings shall exercise theiF voting rights pro Fata to the total nominal value of the
shares. Each share has only one voting right. in the meetings of General Assembly,
shareholders may cause to represent themselves through other shareholders or proxies
assigned trom outside of the Company. Proxies who are also company shareholders have the
authority to cast the votes of shareholders to whom they represent, in addition to their own
votes. The rights of voting by PFOXy are reserved within the Capital Markets Board regulations.

Shareholders may participate in General Assembly meetings via electFonic environment
pursuant to Artiale 1527 of Turkish Commercial Code. Company may setup an electronic
general assembiy system which wilI enable Shareholders to padicipate in the General
Assembly meetings, to communicate theiF opinions, to furnish suggestions and to cast theiF
votes OF may purchase service of systems set up for such purposes pursuant to the provisions
of Regulation on General Assembly meetings of Joint-Stock Companies to be held via
Electronic Environment.

The capital is divided into shares Group A and Group 6. 1 share of certificate, issued to the
bearer amounting to 1 Kr is Group A and 349,999,999,999 share of certificates amounting to
31499,999,999.99 Turkish Liras is Group 6.

Resolutions regarding any amendment in the Articles of Association which are likely to aftect,
directly or indirectly, the obligations in the ShaFe Sale Agreement in respect of investment and
employment, and, the Fights granted to the Group A shares in connection with those
obligations as weB as the amendments which are to affect the quorum for meeting and
resolution of Board of Directors and the rights belonging to the Group A shares,

- Resolutions regarding closedown OF sales of or an encumbrance upon the integrated steel
production facilities and mining facilities owned by the Company and/or its subsidiaries or a
Fesolution on Feduction in capacity of such facilities,

- Resolutions regaFding closedown, sales, demergeF OF merger oF liquidation of the Company
and / or its subsidiaries owning the integrated steel pFoduction facilities and mining facilities,

can be passed only thFough affirmative votes of the usufructuary in representation of Group A
shares. Otherwise, the Fesolutions passed shall be invalid.
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Na crass sharehoİding reİations exist in the capitaİ of the Campany. Minarity shares are not
represented in the management. Cumulative vating system is nat mentioned in the Articles of
Association. Even though minarity rights are not determined less than one in twenty by the
Articles of Assaciation, in accardance with Articİe 38 of the Articles af Association, provisions
of Turkish Commerciaİ Cade and Capitaİ Market Law shaİİ be applied to the issues that are not
written in the Articİes of Association in regard ta minarity rights.

2.5. Dividend Right

The Articİes of Association da not grant any priviİeges regarding participation in the campany’s
prafits. Each share has an equaİ dividend right.

The dividend distribution poİicy, as discİased ta sharehoİders at the Generaİ Assembİy, is in
the activity report. İn addition, the policy is posted an the Company website, aİong with a short
histary of dividend distributian and detailed information about capitaİ accumulation.

The distribution of the company profit is stated, in compİiance with the arrangements of the
Capitaİ Markets Board, foİİawing the Articİe 34 of the Articİes of Associatian, titİed
“Determination and Alİocation of the Profit”.

Our Company’s Dividend Distribution Poİicy is as faİlows:

“As a principİe, Company implements the palicy of distributing aİİ of its distributabİe profit in
cash within the provisian of forecasted free cash flow generation by considering financiaİ
İeverage ratios, investmenU financing needs and anticipation af the market under the soope of
effective regulations and clauses of Company’s Articles af Assaciation. Dividead distributian
poİicy is reviewed by the Baard of Directors every year considering nationaİ and gİobaİ
ecanomic conditions, Company’s projects on agenda and funds.

Dividend is paid by fixed or variabİe instaİİments in accardance with the İegislatian by giving
autharity ta the Board af Directars at the General Assembİy Meeting, where dividend
distributian is decided, until 15 December af the relevant calendaryear.

Generaİ Assembİy is authorized for distribution of dividend advance in accardance with
relevant legislations.”

At March 31, 2015 dated Ordinary General Assembİy, it has been decided ta distribute TRY
1400 miİlian cash dividend based an 2014 financiaİ resuİts and as of May 26, 2015 dividend
distributian has started.

2.6. Transfer of Shares

There is na restrictian regarding the transfer af aur Company’s shares in the Articİes of
Assaciatian, and the provisians af the Turkish Commerciaİ Cade shalİ be applicable an this
matter.
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SECTION İlİ — THE PUBLİC DİSCLOSURE AND TRANSPARENCY

3.1. Corporate Website and Its Contents

Erdemir’s corporate websites (www.erdemir.comtr and www.erdemirgrubu.com.tr) is activeİy in
use both in Turkish and Engİish. The websites incİudes the foİlowing issues under the İnvestar
Reİations heading:

- Corparate Governance - Financial Statements
- Corporate Governance Principles Compliance - Surnmary Information for lnvestors

Report
- Corporate Govemance Compliance Rating - Presentations

Report
- Board of Directors - Financial and Operationaİ Highİights
- Management - Annuaİ Reports
- Capitaİ Structure - Discİosures and Announcements
- Trade Registry Information - Generaİ Assembİy Announcement
- Adicles of Association - Minutes of Generaİ Assembiy
- İnformation About the Share which has - Generaİ Assembİy Meeting İnformation

Usufructary Right Docurnent
- Safe Harbour Statement - Generaİ Assembİy List of Attendants
- Code of Ethics and Business Conduct - The Proxy Statement
- Poİicies and Reguİations - Dividend Payments and Capitaİ İncreases
- Committees - Credit Ratings
- İnternaİ Directive on the Operation Principles - Stock Price İnformation

and_Procedures_of the_Generaİ_Assembiy
- İndependent Auditor - Anaİyst İnformation
- Chairmans Message - Freguentİy Asked Ouestions
- İnterim Reports - Contact Us

Cornpİete information required by the CMB Corporate Governance Principİes is avaiİable on
our company websites.

3.2. Annual Report

The Ereğİi Demir ve Çeİik Fabrikaİarı T.A.Ş. annuaİ report is prepared in detail and according
to CMB Corporate Governance Principİes to ensure that compİete and accurate information
about the Company’s operations reaches the pubİic.

SECTION İV — STAKEHOLDERS

4.1. Informing Stakehoİders

Stakeholders such as the cornpany ernpİoyees, the customers, the suppİiers, the trade unions,
the non-governrnentaİ organizations, the state and the prospective investors are provided,
upon request, with written or verbaİ information on the issues concerning thern besides the
information incİuded in the financial staternents and the reports discİosed to the pubİic as per
the İegisİations of the Capitaİ Markets Board.
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The Company empİoyees are informed regarding the company practices through e-malİ,
company’s newspaper and intranet announcements.

The demands and expectations of our customers are received through customer visits, and
activifıes for deveİoping new quaİities are carried out depending on the changing demands that
may emerge in the market. The customer compİaints are deİved into in the fieİd and the
required corrective actions are taken accordingİy.

After the market researches, offers are requested from suppliers for the procurement of the
materials and seMces. Feedback is provided on demand basis after the evaİuation of the
reİevant procurement departments.

Additionaİİy, our Company exchanges ideas with the potential customers and suppliers during
the exhibitions and fairs.

The recommendations and ideas of our employees are received through the Erdemir
Recommendation System and the Performance Management System. The required upgrading
and improvement actions are practiced accordingly.

The Company has set up a mechanism which alİows the stakeholders to convey transactions
against the company İegislation and non-ethicaİ behaviours to the Code of Ethics Advisors
and/or the Ethics Committee. For this purpose, contact addresses are provided on the
Company website under the heading of the Code of Ethics and Business Conduct.

4.2. Participation of Stakehoİders in Management

No particular reguİation exists for the stakeholders’ participation in the management. However,
our affiİiates, empİoyees and the other stakehoİders are informed through meetings. Alİ of the
Board Members are elected by voting in General Assembİy with the attendance of
stakeholders.

4.3. Human Resources Poİicy

Operating in an industry where competitive market conditions prevaiİ, Erdemir Group has
estabİished its human resources poİicies and practices on forming, improving and retaining
qualified İabour force equipped with skiİls of producing knowİedge, identifying soİutions to
probİems, taking initiative by assuming responsibiİity, being open to improvement and suitabİe
for teamwork.

For this main objective, the Group is attentive to empİoying staff members who are appropriate
for the Group’s strategies and objectives. The Group aİso pays due notice to offering training
opportunities to the current empİoyees so that they can have the means of enriching their
professionaİ experience.

Erdemir Group effectiveİy identifies the needs of its white and bİue coİlar empİoyees for
training and improvement as weİl as the added-vaİue they create through the Personal
Performance Management System. Moreover, the Group carries out processes of assignments
and appointments in a manner that wouİd maximize business productivity in İine with objective
criteria.
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Reİations with unionized workforce are carried out through the representatives of the trade
union. For white-coİİar employees, there is no extra trade union representative. However, the
required divisions such as the Human Resources, the Training, the Administrative Affairs, the
Occupationaİ Heaİth and Safety have been estabİished within the Group in order to carry out
relations with our empİoyees. The Group did not receive any complaints from the empİoyees in
relation to any cases concerning discrimination in 2015 or the previous years.

The company has created written procedures and reguİations regarding aİİ human resources
processes and aH these documents are made availabİe to aİİ empİoyees at an easiİy
accessibİe corporate portaİ. Furthermore, empİoyees are aİso informed via e-maiİ.

4.4. Code of Ethics and Sociaİ Responsibility

The fundamentaİ principİes of the business conduct have been determined by the Code of
Ethics and Business Conduct, which are discİosed to the pubİic through the Company’s
websites (www.erdemir.com.tr and www.erdemirgrubu.com.tr). Code of Ethics and Business
Conduct constitute the common vaİues and creeds of our company aİong with the changes
occurring in İegaİ, societaİ and economic conditions.

Our Company fuİfiİis its responsibiİities towards the society. Whiİe creating vaİue for the
economy of the region and the country, the Group operates through its goods and services.
Furthermore, Erdemir Group subsidiaries maintain their contributory activities for the societaİ
deveİopment in a broad range, which is considered an integraİ part of the business processes.

For the Group, contributing to sociaİ issues voluntariİy and effectiveİy by coming up with
soİutions is a significant principİe. Accordingly, the Group maintained its activities regarding
sociaİ responsibility in cooperation with the İocal authorities and the non-governmentaİ
organizations in 2015. İn order to provide a number of activities: improving the physicaİ
conditions and technicaİ equipment of the heaİth and education institutions, phiİanthropic
undertakings, supporting arts and sports activities, supporting scientific studies of universities,
offering opportunities of internship to the university and vocationaİ school students can be
İisted aİİ pursuant to the Group’s adherence to the principle of sociaİ responsibiİity.

SECTİON V — BOARD OF DİRECTORS

5.1. Structure and Formation of Board of Directors

Within the scope of Articİes of Association, Board of Directors consists of minimum 5 and
maximum 9 members to be selected by the Generaİ Assembİy of Sharehoİders under the
provisions of Turkish Commerciaİ Code and Capital Markets Board Law. Members of Board of
Directors are appointed for three years and the independent members are appointed for 1
year; the members with expired tenure may be re-eİected.

9 members, 3 of whom would be independent members, were elected at the Ordinary Generaİ
Assembiy Meeting dated March 31, 2015. Our Chairman was appointed as the Managing
Director. Aİthough there is no executive board in the Company, OYTAŞ Iç ve Dış Ticaret A.Ş.
(Represented by: Ali Aydın PANDİR) serves as the Managing Director. Sedat Orhan was
appointed as Generaİ Manager of Ereğİi Demir ve Çeİik Fabrikaları T.A.Ş. in 16.08.201 3. Our
General Manager’s rĞsumĞ was pubİished on our Company websites.
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The procedure ta be followed to assemble the Board of Directars, the quorum far the meeting
and the resalution, voting, as weli as duties, rights and authorities af Board of Directars are
subject to pravisions of Turkish Cammercial Code and related İegislation.

Board of Directors Title Eftective from
OYTAŞ Iç ve Dış Ticaret A.Ş.

Chairman — Executive Director(Represented by: Ali Aydın 27.05.2013
PAN D İR)
OYAK Girişim Danışmanlığı A.Ş. Deputy Chairman(Represented by: Nihat 12.09.2012
KARADAĞ)

T.C. Başbakanlık Özeİleştirme
Board Memberidaresi Başkanİığı 20.09.2012

(Represented by: Ali KABAN)

OMSAN Lojistik A.Ş.
Board Member(Represented by: Dinç 11.09.2012

KİZİLDEMİR)
OYKA Kağıt Ambaİaj San. ve Tic. Baard MemberA.Ş. 12.09.2012
(Represented by: Ertuğruİ AYDİN)
OYAK Pazarİama Hizmet ve Tur. Baard MemberA.Ş. (Represented by: Fatma 13.09.2012
CANLI)

Emin Hakan EMINSOY İndependent Board Member 04.03.2014

Hakkı Cemaİ ERERDİ İndependent Baard Member 31.03.2015

Aİi Tuğruİ ALPACAR İndependent Board Member 31.03.2015

Three appİicatians to our Campany were evaluated in 2015 for İndependent Board Member
position. İn aur Company tasks of Candidate Nomination Committee are carried out by
Corporate Governance Committee, The Committee reports, prepared by the Cammittee an
February 05, 2015, pertaining to the candidacy of Mr Emin Hakan Eminsoy, Mr Hakkı Cemal
Ererdi and Mr Aİi Tuğruİ Aİpacar as the independent board members were submitted to the
Baard of Directors on February 10, 2015. Due to being a member af the Group 1 within the
scope of Corporate Governance Principİes, the appİication was submilled to the Capitaİ
Markets Board in İine with the required process pertaining ta the independent board members.
No opposing ar dissenting view was received for this. The independence decİarations of the
İndependent Board Members are included in the appendix of the Baard of Directors’ Activity
Report. In 2015, no situation has occurred for vioİation of the independency.

The members of the Board of Directars are not prevented from assuming other duties autside
the company. The Board Members’ rsums and duties autside of the Company, are
pubİished on the Company website, under the scope of the Carporate Governance Principİes
No: 1.3.1. The positions heİd outside af the Company bythe Board Members can befound in
the appendix af the Board of Directors’ Annual Report.
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Except the İndependent Board Members, Board of Directors consists of İegaİ persons and
Company has a woman member who is the proxy of a Iegaİ person.

5.2. Principles of Activity of the Board of Directors

The Board of Directors meets at the Company headquarters or at a different İocation,
determined by the Board, at İeast six times a year or as often as business requires. The Board
of Directors eİects a chairman among its members during the first meeting of the year. in the
absence of the chairman, a deputy chairrnan is aİso eİected by the Boafd of Directors to act on
behaİf of the chairman. The procedure applied for assembİing the Board of Directors, the
quorum for the meeting, the resolution and voting as weİİ as the task, rights and powers of the
Board of Directors are subject to the Turkish Commerciaİ Code and the provisions of reievant
legisİation. The decisions of the Board of Directors are written down on the decision book and
signed by the Chairman and the members. ReseMng the Article 22 of the Articles of
Association, the rights and powers assigned to the Group A, the Board of Directors can
deİegate aİl or a number of the representative and administrative powers of the Company to
one member of the Board of Directors or to several managing directors, other than the
independent board members.

No resolution can be passed by Board of Directors on the issues mentioned in articİes 22 and
37 of the present Articİes of Association without the affirmative vote of the member of Board of
Directors as the usufructuary to represent the Group A shares.

The requests of the members of the Board and the rnanagers are taken into consideration
concerning the items on agenda, whereas the meeting agenda of the Board of Directors is
formed by the Chairman of the Board. 7 meetings were heİd by the Board of Directors in 2015.
The attendance rate was 95% for these meetings. The date for the foİİowing Board meeting is
set based on the requirement of the company and on the requests arising frorn the mernbers.
The members are invited to the meeting via e-maiİ messages. The secretariat, set up in
acoordance with the Corporate Governance Principles under the body of the Board of
Directors, informs the Board members on the meeting agenda and forwards thern the reİevant
documents on the agenda. Neither the Chairman nor the members of the Board have a
weighted voting right. Aİİ members, incİuding the Chairrnan, have equaİ voting rights.
Dissenting opinions and votes, disclosed at Board of Directors’ rneetings, are written down in
the minutes.

İt shaİİ be observed the Corporate Management Principİes, the impİementation of which is
made obligatory by Capitaİ Markets Board. The transaations made and the resoİutions passed
without observing the obİigatory principİes are heİd invalid and deerned contrary to the articİes
of association.

With regard to the impİementation of the Corporate Management Principles, the regulations of
Capitaİ Market Board on corporate rnanagement are observed in the transactions deemed to
have an important nature and any reİated party transactions of the company, which are of
irnportant nature as weİİ as the transactions for giving security and establishing pİedge and
mortgage in favor of third persons,

There was no dissenting vote reİated with the Board Members’ different opinions in the
reİevant period.
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The questions, addressed by a Board Member during the meeting are written on the decision
record upon the relevant Board Member request.

Board members have not been granted weighted voting dghts and/or negative vetoing rights.

The amount of the insurance, which covers personal responsibflities of Board Members arising
from the legal obligations, is USD 75 million. The insurance compensates for the legal expense
and indemnity.

5.3. Number, Structure and Independence of the Commiftees Established Under the
Board of Directors

The Audit Committee, The Early Detection of Risk Committee and The Corporate Governance
Committee were set up 50 that the Board of Directors is able to perform their tasks and
responsibilities more effectively. By considering the structure of the Board of Directors, the
fulfilling of the power, the duty and the responsibility foreseen for The Candidate Nomination
Committee and the Remuneration Committee was delegated to and passed onto the
Corporate Governance Committee upon the Board of Directors’ decision Numbered 9148,
dated June 29, 2012. The frequency of gathering for the committees, their activities and
procedures to be followed while carrying out the activities are stated in the regulations
published on our website. The decisions made as a result of work carried out independently by
the committees are submitted to the Board of Directors as proposals and the ultimate decision
is reached conclusively by the Board of Directors,

Our Company has ensured the structuring of the management within the framework of the
Communiqu regarding the Corporate Governance Principles. One member is assigned for
more than one committee due to the condition that requires the Auditing Committee to be
made up of completely independent board members and the chairmen of the other committees
to be comprised of the independent board members.

Audit Committee

. Name-Surname Title Relation with the Details
Company

Hakkı Cemal Ererdi Chairman Board Member İndependent / Not Executive
• Ali Tuğrul Alpacar Member Board Member lndependent / Not Executive

Frequency of Meetings: Once every three months and at least four times a year.

Early Detection of Risk Commiftee

Name-Surname Title Relation with the Details
Company

Emin Hakan Chairman Board Member İndependent / Not Executive
Eminsoy
Hakkı Cemal Ererdi Member Board Member lndependent / Not Executive

Frequency of Meetings: Once every two months and at least six times a year.



EREĞLİ İRON AND STEEL WORKS, INC.
Page: 46

BOARD OF DİRECTORS’ ACTIVITY REPORT PREPARED İN ACCORDANCE
WITH THE COMMUNIOU SERIAL:II, NO:14.1

Corporate Governance Committee

Name-Surname Titİe Reİation with the Details
Company

Emin Hakan Chairman Board Member İndependent! Not Executive
Eminsoy
AİI Tuğrul Aİpacar Member Board Member Independent / Not Executive
dil Önay Member lnvestor Reİations Non-independent / Not

Manager Executive

Frequency of Meetings: Once every three months and at least four times a year.

5.4. Risk Management and İnternaİ Controİ Mechanism

Under the body of the Board of Directors, The Earİy Detection of Risk Committee was set up
and the working directives of the Committee were published on the company websites.

Risks are monhtored and managed in compliance with the regulation and procedures related
with management of the market and customer risks which are directed towards measuring the
risks Erdemir Group is exposed to and deveİoping hedging methods to keep these risks within
risk tolerances.

Aİmost ali of our receivabies are guaranteed with the Direct Debit System, the Credited Direct
Coİİection System and the Trade Credit Insurance, Risk positions of our customers are
monitored regulady and when exceeding the limits, a margin cali is issued.

Duration is calcuİated based on the eredit portfolio and cash fİow projections in order to
manage interest rate risks Erdemir Group is exposed to and the amount of gam / İoss, which
may arise possible interest rate changes, is measured using a sensitivity anaiysis.

Additionaliy, the ratio of totaİ amount of İoans with a fİoating interest rate to whoİe credit
portfolio of the Group is monitored and actions are taken to keep this raüo within a defined
limit. Derivative instmments are assessed and anaİyzed in detaiİ. According to fırm and market
situation, convenient transactions are executed within certain İimits.

Similariy, with regards to Iiquidity risk management, credit usage and paybacks and cash fİow
projections ara monitored and necessary actions are taken.

The feasibiİity reports, incİuding ali types of technicaİ and financiaİ evaluations, reiated to aİİ
planned investments in the Erdemir Group’s mid/İong term strategic road map are prepared by
the System Development Department of the relevant Group Companles and are submitted to
Business Deveİopment Directorate. The Business Development Department examines the
feasibiİity reports from their consistency and accuracy perspectives, then prepares the financiai
evaluation reports by analyzing “İnternal Rate of Return, Net Present Vaİue, Return on
lnvestment period and ratio, then submits these reports to the Group Financial Affairs
Coordinator. No pianned investments can be submitted to the Board of Directors without the
approval of the Group Financiaİ Affairs Coordinator.



EREĞLİ İRON AND STEEL WORKS, INC.
Page: 47

BOARD OF DIRECTORS’ ACTIVİTY REPORT PREPARED İN ACCORDANCE
WITH THE COMMUNİQU SERIAL:Il, NO:14.1

lnternal Audit Department is in charge of evaluating and improving the effectiveness of risk
management, control and governance processes of Erdemir Group companies and it reports
directly to the Chairman and Executive Director of the Board, in accordance with Capital
Markets Board regulations, the effectiveness of internal control system is evaluated by the
Board of Directors at least once in a year. İn this context, Internal Audit Department reports to
the Audit Committee, which comprises of independent board members, about internal audit
activities regularly as requested.

5.5. Strategic Targets of the Company

Companys vision, medium and long term targets and strategies are determined within the
scope of Company’s Strategic Planning Process. in accordance with Company’s strategic
approach, next year’s targets and activities are detailed and set Company’s budget within the
context of budget process. Annual budgets are approved by the Board of Directors and
monitored during the year.

Targets in Companys budget, which is approved by the Board of Directors, are deployed
towards individual targets by alI the units utilizing the target deployment systematic.

Company’s current situation is reviewed and Companys activities are compared with the
previous period and budget targets in the regular meetings of Board of Directors.

5.6. Financial Rights

Ali types of rights, benefits and fees vested upon the board members and executives with
administrative responsibilities, and the criteria deemed ta determine such rights, benefits and
fees as weli as the compensation basics are published under the Compensation Policy
heading of our Company websites. The Board Members are paid in accordance with the
decision of General Assembly which is alsa disclosed to the public through the general
assembly minutes published on the Company websites. The fees remitted ta the executives
with administrative responsibilities are determined by the Board of Directors. The payments
effected to the executives are disclosed ta the public and included in our Annual Report.

According to the decisions made by the General Assembly Meeting held on March 31, 2015,
the Board Members elected in representation of the B Group shares shall not be paid. The
Board Members elected in representation of the A Group Shares shall be paid 2,360 TRY per
month (at the beginning of the reievant month, paid in advance, net) and the Independent
Board Members shall be paid 5,500 TRY per month (at the beginning of the relevant month,
paid in advance, net)

At the determination of the monetary rights of the Board members, a rewarding that is based
on performance and showing the performance of the Company is not applied. No loans were
offered to either a board member or an executive within the period. No ban utilization was
granted directly or through a third party. Furthermore, no collaterals such as bails were offered
in favour.



EREÖL İRON AND STEEL WORKS, İNC.

BOARD OF DİRECTORS’ ACTIVITY REPORT PREPARED İN ACCORDANCE
WİTH THE COMMUNIOU SERIAL:İİ, NO:14.1

App.3: DECLERATİONS OF İNDEPENDENT BOARD MEMBERS

BAĞIMSIZ YÖNETİM KURULU ÜYELİK BEYANI

Sermaye Piyasası Kurulu’nun 1147.1 Kurumsal Yönetim Tebliğinde yer alan Kurumsal Yönetim

İlkelerini okuyup, anladığımı, ilkede sayılan ve Işbu beyanrn ekinde de yer alan Bağımsız

Yönetim Kurulu üyeliği kriterlerinin lamamın, taşıdığımı kabul, ederim.

21/01/2016

Ekl SPK 11-17.1 Kurumsal Yönetim Tebliğ

EK:2 SPK 11-17.1 Kurumsal Yönetim Tebliğ çerçevesinde hazırlanan kriterler
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BAĞIMSIZ YÖNETİM KURULU ÜYELİK BEYANI

Sermaye Piyasası Kurulunun 11.17.1 kurumsal Yönetim Tebllğinde yer alan Kurumsal Yönetim
ilkelerini okuyup, anladığımı, Ilkede sayılan ve işbu beyanın ekinde de yer alan Bağımsız
Yönetim Kurulu Uyeliği kriterlerinin tamamını ıaşıdığımı kabul, taahhüt ve beyan ederim.
21/01/2016

Hakkı Cemal ERERDİ

EK:1 SPK 11-17.1 Kurumsal Yönetim Tebliğ

EK:2 SPK 11-17.1 kurumsal Yönetim Tebliğ çerçevesinde hazırlanan kriterler
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BAĞIMSIZ YÖNETİM KURULU ÜYELİK BEYANI

Sermaye Piyasası Kurulu’nun 11-17.1 Kurumsal Yönetim Tebliğinde yer alan Kurumsal Yönetim

ilkelerini okuyup, anladığımı, ilkede sayılan ve işbu beyanın ekinde de yer alan Bağımsız

Yönetim Kurulu Üyeliği kriterlerinin tamamını taşıdığımı kabul, taahhüt ve beyan ederim

21/01/2016

j7, :1/
AlıluğılıI AİPACAR

EK 1 SPK 1117.1 Kurumsal Yönetim Tebliğ

EK:2 SPK 11-17.1 Kurumsal Yönetim Tebliğ çerçevesinde hazırlanan kriterter


