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Chairman’s message

Kartonsan, Europe’s fifth biggest coated
cardboard manufacturer, makes products
that are delivered to customers located
all across Eurasia. At home, where it is
the leader with a 38% market share, our
company supplies coated cardboard that
is used by millions of people in many
different ways in the course of their
everyday lives. Our huge audience of
widely-dispersed customers and end-users
is a most valuable asset that dovetails
with our strong production competencies
and supports our sustainable success.

Our total gross output in 2011 was
177,003 tons while our sales reached the
160,000 ton level. Our total turnover
amounted to TL 201 million. Our pretax
profit in 2011 was TL 45,091,930 and our
proposed dividend for the year is TL 2.02/
share. | take pleasure in noting here that
this dividend represents a 225% increase
over that of 2010. This success, which we
achieved at a time when the world was
contending with a global financial crisis,
is the result of the valued and sustained
support of our stakeholders.
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As the global crisis passes its third full
year, the world’s developed and emerging
economies continue to diverge from each
other as measured by their respective
growth and inflation rates. In its most
fundamental terms, the outlook for

2012 is that growth in North America
and Europe will remain weak at best

all year long. The emerging economies
must unavoidably be dragged into this
slowdown and indeed we are already
receiving signals that growth rates in
countries such as Brazil and China which
continued to perform strongly under crisis
conditions are going to slip somewhat.
While Europe continues to struggle with
the most serious debt crisis in its history,
money and capital markets throughout
the world are fraught with peril. There is
less appetite for risk at the global level
while nearly every hitherto unshakable
financial stronghold finds itself under
siege.

In such an environment, it is very
important to have a business portfolio
that is balanced, healthy, and risk-
sensitive. All of the financial and
operational indicators which we present
in the subsequent pages of this report
reveal not only that Kartonsan is growing
soundly but also that it is constantly
improving its ability to withstand external
shocks.

The line of business in which we are
involved qualifies as “heavy industry”,
which means that economies of scale are
of prime importance and that substantial
amounts of investment are required.
This naturally it hinders new entries

into the sector by making it difficult for
newcomers.

Kartonsan was born 41 years ago out of
an entrepreneurial spirit and with a long-
term view. It laid the foundations of the
privately-owned cardboard manufacturing
industry in Turkey. During the more than
four decades since then our company has
served as the sector’s natural leader and
pioneer. That we should rank in fifth place
throughout Europe today is eloquent,
worthy testimony of what we have
achieved. In the period ahead, Kartonsan
is committed to incorporating the

newest and most advanced technologies
into its production lines and to further
strengthening its leading market position.
As a company we have set our sights on
becoming one of the top three European
manufacturers. However bold such an
ambition may seem in today’s economic
climate, it is a goal which can be achieved
by a company that is as strong as
Kartonsan is.
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We are focused on conducting our
business at the highest standards and on
contributing to the society of which we
are a part. We undertake investments
not just to create employment and
added value but also to further improve
the environment-friendly features of

our products. Through our R&D work

at Kartonsan as well through our
collaborations with universities and other
organizations, we support innovation and
strive to increase both the effectiveness
and productivity of everything that we
do. The systematic technical training that
we provide to our human resources not
only contributes to their competencies,
knowledge, and skills but also makes

it possible for us to build upon the
excellence of our production.

As a responsible corporate citizen that
creates value for the Turkish economy

as well as for all of its stakeholders,
Kartonsan ensures that part of that value
is returned to society. To this end, we
support and supply resources to a number
of causes, especially to education, which
we believe to be vitally important to the
sustainability of a modern society.

During 2011 we continued to support
education in Kocaeli, where our plant is
located. We are currently undertaking the
construction of a primary school in the
Basiskele district which, when completed,
will have sixteen classrooms and will
accommaodate about 500 pupils. We

are also continuing to support teaching
and learning activities at the Kartonsan
Primary School located in the village

of Kullar. Kartonsan began supplying

this school with resources in 1988 and
has been continuing to take care of the
school’s needs without interruption ever
since.

We are engaged in an industry whose
participants need to be extremely
sensitive to the environmental
consequences of their activities. For

this reason, our company voluntarily
supports efforts to recycle packaging
waste and to recover/collect waste paper.
Another example that is evidence of our
company’s environmental awareness

is the Paper by Nature Association and
the Forest Stewardship Council Chain of
Custody (FSC-CoC) certification projects
that it is conducting in-house.

One of the primary goals of FSC-CoC
certification is to make sure that the
world’s forest resources are correctly
managed. Kartonsan successfully
completed the groundwork and
preliminaries necessary for FSC-CoC
certification in 2011.

| wish to express my gratitude to the
members of the Board of Directors for
the important roles they undertook as
professional guides in our efforts to
manage Kartonsan effectively under the
difficult market conditions of 2011. By
coming together and contributing their
individual professional and academic
competencies, they made it possible
for us to lay out Kartonsan’s corporate
strategy in the best way possible.

| take this opportunity to thank our
general manager and all the valued
members of our senior management
team for the crucial roles they played

in correctly and efficiently making the
corporate strategies laid out by the board
a reality. My thanks also go out to all our
employees, whose consistently superior
job performance at every stage of our
production and trade made such excellent
results possible. Our 2011 performance
indicators are clear evidence of the
dedicated efforts of the 473 Kartonsan
employees fulfilling their duties at every
level of the company.
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Chairman’s message

Our deep-rooted corporate cdentity, our supersior production strength, our Sound
financiat structure, our excellent quality standards, our sense of sociaL and
environmental responsibility, and our commitment to ethical business principles
are the Rey strengths of Kartonsan.

Kartonsan continues to work on
investments that are informed by its
long-range view of the future. We know
that we must work very hard to achieve
our goal of becoming one of the top three
European manufacturers in our sector.

Kartonsan’s strategy is to maintain a
balance between its leadership of its
national market on the one hand and its
strong presence in European and other
nearby countries’ markets on the other.
That strategy is what will allow us to
continue building upon our corporate
strengths and to create increasingly more
value.

Our deep-rooted corporate identity,

our superior production strength, our
sound financial structure, our excellent
quality standards, our sense of social

and environmental responsibility, and

our commitment to ethical business
principles are what will enable us to add
new, success-filled pages to Kartonsan’s
history no matter what market conditions
may be.
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Speaking on behalf of the Board of
Directors as well as personally, | extend
my appreciation and my respects to all of
our stakeholders for the confidence which
they have had in the Kartonsan name for
forty-one years.

When highly competent people who are
passionate about what they do come
together, they build and perpetuate
great, leading companies. Fortunate to
be just such a company, Kartonsan will
continue to create value.

/
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Sinan Ercan Gulgur
Chairman of the Board of Directors
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General Manager's assessment

Esteemed business partners and beloved
colleagues:

As a year in which our country
maintained its strong economic
performance, 2011 was also a successful
year for Kartonsan as well. Not only did
Kartonsan steadily increase its output,
business volume, export, and employment
figures but it also created even more
added value for its investors and for all of
its other stakeholders.

Keeping a close watch on the megatrends
that affect the coated cardboard sector
and taking a proactive approach as

it updates its strategies accordingly,
Kartonsan once again had another,

even more profitable, year thanks to its
strong financial structure and to its high
operational productivity.

Kartonsan defended its market share with
a gross output amounting to 177,003
tons last year. As Europe’s fifth biggest
manufacturer of coated cardboard, our
company remained the unchallenged
leader of the sector in Turkey by a wide
margin.

Total sales in 2011 amounted to around
160,000 tons. Total turnover was TL 201
million. Our gross profit margin was 23%
while our consolidated net profit was

TL 36.9 million. Last year our return on
equity was 18% and our return on assets
was 16%. Based on our consolidated net
profit, our earnings per share amounted
to TL 13.3 for each share of stock with a
par value of TL 1.00.

Our priorities in 2011 once again

were productivity, effectiveness, and
profitability. In line with this, Kartonsan
focused on making the most productive
use of its production capacity and it
continued to achieve successful results in
this direction.
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Seeking to minimize production
shutdowns and placing customer
satisfaction above everything else,
Kartonsan responded fully to the
demands of its customers in Turkey and
abroad all year long in 2011. With the
global economic crisis passing its third
year, Kartonsan strengthened its identity
as a company which focuses on achieving
an ideal balance between its domestic
and foreign market mix and which
responds productively and effectively to
demand conditions through a strong sales
structure.

Kartonsan’s approach to customer service,
its marketing clout, and its operational
efficiency all make it an industrial concern
that is a respected model not just in its
sector but throughout the country as well.

The combination of these qualities as a
company with the competencies of our
human resources played a big role in our
maintaining our strong and consistent
performance in 2011 as well in our
achieving the financial and operational to
which just briefly referred.

Kartonsan products in 17 countries

In 2011 Kartonsan exported 18% of its
total production. As of the end of the
year, our exports amounted to USD

21.8 million in value. In order to fully
respond to the needs of customers in its
domestic market in the face of rising local
demand, Kartonsan pursued a strategy of
somewhat reducing its export sales.

Considering the overall appearance of the
world economy as it continues to suffer
from the effects of the global economic
crisis and to contend with its difficulties,
our export performance during the last
three years is noteworthy indeed.

On an export-tonnage basis, we sold
and shipped 30,200 tons of goods to 17
countries in 2011.

In keeping with our marketing strategy
of building up our presence especially in
Mediterranean and Black Sea countries,
in 2011 we booked increased sales to
Russia, sold goods to Syria and Israel, and
continued to strengthen our international
relations.

Our proximity to markets in Europe as
well as to those in the Mediterranean
and Black Sea basins positions Kartonsan
as a strong manufacturer with superior
competitive and logistical abilities. In
parallel with changes that we foresee
taking place on the coated cardboard
supply side in Turkey and neighboring
regions in 2012 and the years that follow,
our goal will be to make the Kartonsan
name an integral part of the everyday
lives of even more consumers.

Complete alignment with domestic
market conditions

Turkey’s demographic features and stable
economic growth present long-term as
well as short- and medium-term growth
opportunities for many different sectors.
Coated cardboard manufacturing is one
of those sectors. This is especially true in
a big and rapidly growing market such as
Turkey’s where the demand for packaged
consumer goods is strong.

As Turkey'’s strong and sustainable
growth performance continues to attract
attention, the country’s consumption

of coated cardboard is also rapidly
increasing. According to figures published
by the Confederation of European Paper
Industries (CEPI), not only did coated
cardboard consumption in Turkey amount
to 329,700 tons in 2010 but it further
increased by 20% and 11% in the first
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and second quarters of 2011 respectively
and reached the 250,000 ton level as of
the third quarter of the year.

A steady rise in coated cardboard
consumption is one attribute that
distinguishes Turkey from other European
countries.

On the price front, 2011 was witness to
volatilities that were the result of the
effects of a number of external factors.
In response to growing demand in the
coated cardboard market, prices rose in
the first quarter but this trend leveled off
and remained flat for the rest of the year.
In the third quarter, worries provoked by
the European debt crisis exerted upward
pressure on coated cardboard prices
although the effect was a small one.

By correctly and quickly reading such
variabilities in market conditions all

year long, Kartonsan managed to

keep its output effectively in line with
consumption with the result that it was
able to respond to customers’ demands
and expectations with the strongest
possible lineup of products. Looking

at those products, one of the most
important developments in 2011 was

the growth in our Luxtriplex sales, which
was attributable to price rises in pigment-
coated virgin mechanical pulp (GC-grade)
cardboard and to supply-side difficulties.
Another line of Kartonsan products whose
sales rose in parallel with market demand
consisted of the coated cardboard that is
used in lamination.

In 2011 Kartonsan launched out a

new product which it has developed

as a possible alternative to GC-grade
cardboard. Called “Ultratriplex”, perhaps
the most important feature of this
cardboard is that it is fully compliant
with the new health norms applicable

to materials that may come into direct
contact with foods in EU countries. With
its enhanced top and back-side brightness
and manufactured from carefully selected
recovered paper, Ultratriplex is a brand-
new option for customers who give
importance to the issues of health and
visual appeal.

Our robust product line ensures that we
remain the first preference of customers.
Our strong service capabilities, sound
financial structure, innovative approach,
and absolute commitment to ethical
values are also factors that heighten
interest in the Kartonsan brandname.

Our goal is to rank among Europe’s top
three manufacturers.

We remain fully on course in line with
our long-term strategic plan. Our BM1
investment, which came on stream in
2010, boosted us to fifth place among
European manufacturers. Our next goal
is to rank among Europe’s top three
cardboard makers by 2015.

We are now working on a humber of
growth alternatives that will make us

one of the most capable producers in our
region in line with such objectives. To
this end, we are seeking to increase our
production capacity to something close
to 250,000 tons a year. At the same time,
the continued support of our shareholders
reminds us of the atmosphere of courage
and dedication that characterized
Kartonsan in its earliest years of life and
enables us to look to the future with even
greater assurance.

Kartonsan is strong enough that its
actions need not be immediately
impacted by current economic constraints
and it has the ability to create value no
matter what market conditions may be.
This is what will give us the energy we
need in our efforts to rise even higher in
our sector’s European league tables.

In 2011 Kartonsan carried out
investments whose total value amounted
to TL 5.9 million.

In 2011 we continued with the
investments set out in our strategic
investment plan and with those ordinarily
required by our normal production
operations. Total investments that we
carried out last year in line with this
reached TL 5.9 million in value.

Our investment outlays in 2011
corresponded to a 3% share of our total
turnover. All of our investment projects
were completed on time and within
budget. For Kartonsan, the realization

of these projects means improvements

in resource efficiency, productivity, and
production quality while also contributing
towards the overall value which is created
for its stakeholders.

Kartonsan believes that the only way

to achieve sustainability is through

the rational and productive use of
resources. In line with this, the company
continuously develops and improves

its infrastructure, distinguishes itself by
virtue of its approach to raw material and
energy use in its production activities, and
undertakes and carries out projects that
serve as models for others.
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General Manages’s assessment

Kartonsan believes that a Livable wortd (s only possible through responsible

measures and inctiatives that are undertallen in Hhe areas oF

environmental cssues and weth climate change.

Within the framework of our
environmental sensitivity and
sustainability approach

Climate change and environmental
responsibilities on a variety of levels

are issues that pose the most serious
threats to the future of humanity. As a
responsible manufacturer, Kartonsan has
commenced incorporating such issues
into its production processes since 2003.
The corporate awareness, capacity, and
sustainable output levels which we have
achieved today have made us a model
company for others not just nationally
but regionally as well.

Kartonsan’s efforts to contribute towards
combating global climate change and

to deal with environmental problems
become most evident in the context of its
production cycles. Our company’s use of
recovered paper as an input has reached
the 99% level in a large part of its
production operations. The most modern
methods are used to clarify effluent
water from our manufacturing operations
so that it is reused. It produces its own
electiricity and steam that is generated
through the exhaust gases from turbines.

Kartonsan believes that a livable world

is only possible through responsible
measures and initiatives that are
undertaken in the areas of dealing with
environmental issues and with climate
change. It will therefore devote further
attention to such matters and to achieve
levels of effectiveness that compare
favorably on a global scale in the years
ahead.
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To this end, we intend to give

even greater support to and play

an increasingly more active role in
international initiatives in the years
ahead. Our immediate goal at this time is
to complete in 2012 the Paper by Nature
and the Forest Stewardship Council
Chain of Custody (FSC-COC) certification
projects that we began in 2010.

As we look forward to a soft landing in
2012...

Global economic developments reached
a new stage with the deepening of the
European debt crisis in 2011. While much
of the world—especially Europe—will have
to continue to tough it out in 2012, the
underlying macroeconomic outlook for
Turkey is one of a “soft landing” in the
new year.

We believe that the Turkish economy’s
growth performance will continue in
2012 albeit at a somewhat slower pace.
The first quarter of the year will probably
have to continue dealing with the
lingering after-effects of the difficulties
experienced by the global economy in
the first half of 2011. However in the
following quarters domestic demand is
likely to recover and this will play a role in
reaccelerating economic activity. While it
is true that this process may be adversely
affected by global trends in the coated
cardboard market and by volatilities in
exchange rates and raw material prices,
our own expectation is that both our
overall vigor and our profitability will
remain sustainable.

dealing wth

Kartonsan will continue to make use of its
abilities to correctly detect, understand,
and satisfy market demand in order to
properly manage market and production
risks and to go on producing added
value. In this process, the principles of
transparency, accountability, social and
environmental responsibility, honesty,
and justice to which our entire team
subscribes will continue to guide us, as
powerful manifestations of our deep-
rooted and entrenched corporate culture,
in the conduct of all of our actions and
practices.

However it is only the uninterrupted
support of our stakeholders which will
ensure our long-term success and allow
us to make the best and most productive
use of our self-confidence and strength.

In closing, | extend my sincerest
appreciation and respects to everyone
who has contributed towards Kartonsan’s
success.

Mehmet Talu Uray
General Manager
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World and Turligh economic review

The globat financial system has been unable to shos Hrat it Was the skreagth bo
contend ith the relax monetary and fisca polccces put into effect during the
last Years among the world’s three principal economic blocs.

The world economy is witnessing a
confluence of two dynamics that are
moving in different directions. The first of
these is a slowdown in the rates at which
the developed economies have apparently
been recovering since the beginning of
the year; the second is a deterioration in
public-side finances (and the associated
fiscal uncertainties), which has become
increasingly more obvious since August.

The public sector has become the
leading actor of the economic crisis.

As the global crisis completed its third
year in 2011 in parallel with ongoing
megatrends, the global crisis reached a
new point in terms of both scope and
impact. Whereas the public sector was in
the position of supporting the financial
and real sectors when the crisis began
in 2009, by the third year of the turmoil
it had become its leading actor. Along
with this development, the concept of
“country risk” became a matter of great
concern in world markets.

The global financial system has been
unable to show that it has the strength

to contend with the relax monetary and
fiscal policies which have been put into
effect during the last years among the
world’s three principal economic blocs.

In this process, the eurozone finds itself
confronted by serious pressures which
stem from its own structural problems.
Neither the support given to some EU
member countries, Greece being foremost
among them, nor the measures being
taken were sufficient to alter markets’
unfavorable perceptions while the
deterioration in the fiscal structures of
problem economies had grown steadily
worse by the beginning of the last quarter
of 2011.

Reflecting perceptions of rapidly rising
country risk, government bonds issued by
“problem” countries suffered excessive
losses in their value. This confronted
major banks that held these instruments

in their portfolios with the possibility of
having to deal with a new spate of “non-
performing loans”. This situation also
began to cause problems for the European
banking sector as well.

The close-knit structure of global financial
markets caused this problem to spread
rapidly while at the same time the global
appetite for risk dropped off significantly.
As a result of an observed contraction

in international fund flows, the central
banks of a number of developed countries
had recourse to monetary policy changes
and took measures to supply additional
funding in order to lower banks’
borrowing costs and help them deal with
their liquidity problems.

The European Central Bank accelerated
the pace of its bond purchases as a way
both of lowering the problem countries’
borrowing costs and of dealing with
banks’ own liquidity difficulties. Along the
same lines, the ECB also expanding the
funding with which it supplied the system.
In the United States, the Federal Reserve
Bank reduced its long-term interest rates
and began replacing the short-term
instruments in its balance sheet with
longer-term ones as a way of lowering its
own banks’ funding costs and increasing
their liquidity. On 21 November 2011,
the International Monetary Fund
announced a series of measures designed
to increase the flexibility and scope of
the financial instruments it used in order
to provide problem-facing countries with
more effective and urgent resources.

The EU debt crisis

It somehow took about two years to
clearly understand the seriousness of
Greece’s chronic indebtedness and to
appreciate the potential losses that
eurozone banks might suffer on account
of it. EU lawmakers developed tangible
measures with which to deal with the
eurozone debt crisis and at the end of a
series of summit meetings held in Brussels
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on 22, 23, and 27 October, measures
were announced which, it was said,
would provide temporary relief for the
government debt dilemma.

The five-point plan that was announced
was designed basically to alleviate some
difficulties which had arisen in financial
markets and to restore a sense of
confidence. According to this plan, ECB
coverage was to be provided for up to
50% of the losses which euro-area banks
might sustain on Greek government
bonds.

It was recognized that this could still lead
to significant capital problems for many
European banks so it was also decided that
the capital structures of banks needed to
be reshaped in the face of their losses.

As it was calculated that the amount of
additional funding that would be needed
to achieve this would be around EUR 106
billion, the EU told banks that they needed
to boost their capital adequacy ratios

to 9% by the middle of 2012. However
neither these nor similar measures look
like being even close to resolving the
problems that underlie the huge stock

of public sector debt which eurozone
countries have built up. Anemic economic
growth is causing tax revenues to be much
lower than hoped for while public sector
deficits are running much higher than
planned for in national budgets.

European governments are having
recourse to belt-tightening policies as a
way of reducing both their debt levels and
their public sector deficits. Despite these
latest measures, which give lawmakers

a little breathing-space and temporarily
reduce the pressures on them, there is
thought to be a very strong possibility
that the indebtedness problem may
spread to such bigger economies as those
of Italy, Spain, and France.

In light of the measures taken in the last

quarter of 2011, it is likely that recession
will prevail in Europe in 2012.
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World and Turlligh economic review

The US economy is expected to slow
down in the first half of 2012.

Even as it strikes a blow at consumer

and business confidence in Europe, the
continent’s debt crisis also appears to

be dampening economic growth in the
United States, where weak improvements
in household income are seen as reducing
economic growth to around the 1% level
from the last quarter of 2011 to the
second quarter of 2012.

While it is possible that the adverse
impact of events in Europe will wane
during the remaining months of 2012,
there is also a very strong risk that the
contractionary effects of US budget
policy will outweigh this. It is very
difficult to predict the direction in which
decisions taken by the US Congress will
go. If Congress does approve the bulk
of President Obama’s proposed budget,
which is pro-economic stimulus in its
overall tenor, the detrimental effects
of fiscal policy on growth will remain
limited.

Any political tensions that may arise in
the course of Congress’s decision-making
and/or any worsening of the crisis in
Europe could easily have knock-on effects
that drag the US economy back into
recession.

Uncertainty in the global economy is
expected to continue in 2012 as well.

The persistence of uncertainties at the
global level into 2012 represents a serious
element of risk that will amplify the
effects which problems that are being
encountered in the world’s economic
blocs have on the financial system.

For this reason, it becomes very
important both to identify the principal
channels through which contagion may
spread and to keep a close watch on
them. Contractions in the growth rates
of developed countries are reflected

in the trade and capital movements of
developing countries. Both impairments in
developed countries’ public-side financing
and expansions in their money supplies
increase the variability and volatility of
capital flows to developing countries.

In its most recent report (September
2011), the IMF said that it expected that
worldwide economic development would
slow down and that the rate of economic
growth in 2012 would be around the 4%
level. The accompanying chart shows

the IMF’s growth rate performances and
projections for the world economy and
for major economic blocs and countries.

Global growth in 2012 will be lower
than previously expected.

Turkey’s economy continues to perform

strongly.

Coming together with the country’s
solid macroeconomic underpinnings

and favorable market conditions,

continued capital inflows in the first half
of 2011 made it possible for Turkey to
maintain its strong growth performance.
Nevertheless new measures taken by
the central bank to limit credit growth
triggered a slowdown in the growth rate
in the second quarter of the year. This
process was accompanied by observed
contractions in both domestic demand
and imports. A modest increase on the
exports front is what helped stabilize

overall demand.

Twelve-month GDP growth rates

of 11.6% and 8.8% were registered
respectively in the first and second
quarters of 2011. Despite the quarter-on-
quarter decline that this signifies, growth
in the second quarter remained fairly
strong. National income, which rose by
11.2% in the first half of 2010, was up by
10.2% during the same period of 2012,

It was to be observed that GDP growth
stemmed largely from domestic demand.

The situation in the world economy and in the EU, US, and leading economies*

World 0.7 5.1 40 (4.3) 40 (4.5)
EU -4.2 1.8 1.7 (1.8) 1.1 (1.9)
USA -35 3.0 15(25) 1.8 (2.7)
Japan -6.3 4.0 -0.5 (-0.7) 2.3(2.9)
China 9.2 10.3 9.5 (9.6) 9.0 (9.5)
Russia -7.8 40 43(4.8) 41 (45)
Brazil -0.6 75 38 (4.1) 36 (=)
India 6.8 10.1 7.8(8.2) 7.5 (7.8)

* Source: IMF, World Economic Outlook, September 2011

** P = Projection. (The figures in parentheses represent the previously-made projections.)
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Coming together with the coumtry’s solid macroeconomic underpinnings and
favoravie market conditions, continved capital infloss in the first natf of 20N
made o+ possible for T urie Yy to maintain cts strong grouth pcr{"omance‘.'.f

Tighter bank reserve requirements

and liquidity policies together with
precautions taken by the Banking
Regulation and Supervision Agency and
that agency’s commitment to fiscal policy
brought the growth in domestic demand
under control in the third quarter of 2011.
Industrial output an capacity utilization
figures for the same period suggested that
the slowdown in economic activity would
endure.

The current account deficit remains a
noteworthy element of risk.

Turkey experienced capital outflows in
the third quarter of the year in parallel
both with heightened uncertainties
about the global economy and with a
weaker appetite for risk. The Turkish lira
depreciated somewhat, but especially
against the US dollar. The slowdown

in domestic demand led to continued
weakness in third-quarter imports though
there were modest rises in exports. The
net result of these movements was that
the tendency of the current account
deficit to grow rapidly was brought under
control.

Consumer Prices Index (Change - %)
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There was an observed increase in the
proportion of the current account deficit
being financed by long-term borrowing.
Capital inflows, which corresponded to
6.4% of national income as of end-
2010, rose by 7.2% by the end of the
second half of 2011. Net capital inflows,
which amounted to USD 56.4 billion

as of June 2011, contracted slightly to
USD 55.2 billion as of September. This
movement was prompted by capital
outflows that are attributable to the
problems being experienced throughout
the global economy. USD 12.7 billion

of the September 2011 figure was the
result of foreign direct investment with
the remainder consisting of portfolio
investments (USD 17.4 billion) and other
investments (USD 25.1 billion).

Between June and September 2011,

the ratio of portfolio investments to
net capital inflows fell by rather more
than ten percentage points from 44.8%
to 31.5% while the relative weights of
other investments and foreign direct
investments increased from 36.5%

and 18.8% to 45.6% and 23.0%
respectively. This change is indicative of
an improvement in the quality of current
account deficit financing inasmuch as it
represents a movement towards longer-
term capital inflows.

Inflation appears to be on the rise.

In December 2011 the twelve-month
increase in the consumer price index (base
year = 2003) was 10.45%. The biggest
contributors to the rise in inflation during
the year appear to have been higher
alcoholic beverage and tobacco product
prices.

Producer price index inflation, which was
8.87% in all of 2010, reached 13.33%

by the end of 2011. Looking at CPI
movements on the basis of individual
industries, we see that the biggest
monthly increase (7.64%) was in tobacco
product manufacturing. A twelve-month
CPl increase target of 5% has been
announced for 2012.

Producer Prices Index (Change - %)
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World and Turlligh economic review

CBT continues to play an effective role
in ensuring price stability and financial
stability.

Since late 2010, the Turkish Central
Bank (CBT) has been seeking to steer the
national economy towards a healthier
growth mix through gradual policy
changes that are being phased so as

to avoid impairing the medium-term
inflation outlook. During 2011, the bank
embarked upon a series of measures
aimed firstly at circumscribing the adverse
impact that FX market fluctuations and
global economic developments might
have on domestic economic activity

and secondly at staving off inflationary
expectations.

In 2011 CBT continued to make active use
of banks’ reserve requirements as a tool
both to manage both TL and FC liquidity
and to beef up banking sector reserves.

At the same time, measures were also
introduced (with the involvement of a
number of other agencies) to keep credit
growing at a reasonable clip.

On 26 October 2011, CBT announced

an action plan whose aim was to
significantly bolster the value of the
Turkish lira. This plan focused on five
points: price stability, policy rates, FX
reserve policy, reserve requirement
policy, and financial stability. It was also
announced that CBT would resume (on
10 November 2011) playing an active role
in FX trading and deposit markets, that
it was doing this to contribute towards
easing FX liquidity flows in the interbank
FX market, and that it would continue

to do so until international market
uncertainties had been dispelled. The
outcome of these measures appears to be
that the depreciation in the value of the
Turkish lira and exchange rate volatilities
remained less than was the case with the
national currencies of other developing
countries.
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Tight-budget performance in public
sector financing remains effective.

Fiscal discipline continued in 2011 while
the strength of overall economic activity,
restraint in public sector outlays, and
lower interest costs all helped keep
national budget performance high.

In the first ten months of 2011,

growth in tax revenues translated into
improvements in budget revenues as
compared with the same period of the
previous year while interest outlays
declined and non-interest expenditures
remained relatively flat. The upshot was
that both the budget balance and the
primary surplus targets which had been
set for the year were surpassed.

Current expectations are that the
Turkish economy will experience a
modest slowdown in 2012 and that the
growth rate will decline somewhat as a
result of deteriorating conditions in the
global economy.

Sectoral developments and trends
In a Europe suffering from a debt crisis...

Europe’s paper and pulp production in the
last quarter of 2011 remained stronger
than was the case in other energy-
intensive sectors even though it fell
slightly short of the overall manufacturing
industry average performance. Pulp
production was up by 6.9% during the
first seven months of 2011 as compared
with the same period of the previous

year while the growth in overall paper
production was a barely perceptible 0.1%.
With growth rates of 0.6% and 0.4%
respectively, the packaging paper and
tissue paper manufacturing subsectors did
slightly better than the average.

Coated cardboard remained the most
energetic product in the packaging
materials subsector. European newsprint
and coated paper production experienced
growth rates of 4.3% and 2.6%
respectively but there were net declines

in other branches. One glimmer of hope is
that paper and paper product orders have
stabilized at their pre-crisis levels.

Nevertheless it is extremely likely that
some European paper manufacturers
who lack the stamina to withstand crisis
conditions will stop production as of
the end of the year. This will result in

a significant cutback in manufacturing
capacity.

According to Eurostat figures, paper
prices rose significantly in the first half
of 2011 but thereafter remained flat
during the summer months. Pulp prices
by comparison reached the highest levels
ever witnessed last year before beginning
to subside in the third quarter. Wood
containing and recovered paper prices
remained very high. In addition to higher
energy costs, there were also rises in the
prices of a number of chemicals that
play a significant role in the industry’s
production.

Divergences among countries...

Another development observed in 2011
was the appearance of different trends

in different countries. In developing
markets such as Turkey, Poland, the
Czech Republic, and Slovakia, there was a
significant rise in cardboard consumption
comparing to previous year whereas the
growth in consumption in Germany and
other Central European countries was
more modest and in countries such as
Italy, Spain, France, and the UK it actually
fell.
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There were contractions in markets
which are closer to Turkey (Bulgaria and
Romania) and which also manufacture
for European customers. In Greece,
which had to contend with the most
serious economic crisis in its history,
there was a substantial drop in cardboard
consumption. Meanwhile two factors—
higher shipping costs and an appreciating
US dollar-significantly eroded the
effectiveness of Far Eastern producers
(especially those in China and Korea) in
the European market.

2011 was a good year for the Turkish
coated cardboard sector.

The Turkish coated cardboard sector did
rather well in 2011. Just as it was the
fastest-growing market in Europe last
year, in Turkey the sector appears to have
registered an annualized growth rate on
the order of 10% or so.

There was strong domestic demand in
the first half of the year and this made

it possible to reflect raw material prices
driven higher by global trends in product
prices and to pass them on to customers.
Observed rises in exchange rates also
contributed to the upward movement

of costs and prices as well. In the second
half of the year by contrast there was a
pause in this rapid growth while at the
same time prices remained flat even
though costs continued to rise. Although
the rise in demand slowed down, it

was still sufficient to support overall
market expansion. Because import prices
increased very much in the same way,
domestic manufacturers were not put at a
serious competitive disadvantage.

On parallel with the growth in Turkey’s
cardboard market, there has also been
an increase in imported cardboard sales.
There have been no changes in domestic
cardboard production capacity in Turkey
since the 30,000 ton/year increase that
Kartonsan brought on stream in 2010.
Despite increases in its consumption,
pigment-coated virgin mechanical

pulp (GC-grade) cardboard is not being
manufactured in our country at this time
and for this reason it may be anticipated
that imports of this product will be
growing steadily. Likewise in view of
existing supply/demand levels, it would
appear that Turkey needs to import more
than 140,000 tons a year of pigment-
coated recycled/secondary fiber (GD-
grade) cardboard as well.

Health standards have become a crucial
and decisive matter of concern.

One of the hottest issues in the coated
cardboard packaging sector in 2011
was the question of health standards.
Longstanding debates over whether or
not mineral (petroleum-derivative) oils
contained in some types of GD-grade
cardboard contaminated foods that
they came into contact with became
increasingly more vehement last year.
The ensuing publicity has increased the

demand for GC-grade cardboard (which is
made from virgin fiber) and its use in food

packaging and this in turn led to rises in
GC-grade cardboard prices in the first
quarter of the year.

Manufacturers of recycled/secondary
fiber-based cardboard speeded up their
efforts to deal with this issue. Among

the solutions which have been come up
with so far, mention should be made in
particular of two: reducing the amount of
old newsprint used in GC-grade cardboard
manufacturing and applying some sort of
barrier-coating to cardboard surfaces that
come into contact with foods.

It seems certain that health- and
environment-related concerns will
become an increasingly more vital
element of competition in addition to
those of price efficiency and speed of
delivery in the years ahead. That being so,
manufacturers who invest in innovation
and who focus on R&D will have a much
stronger competitive edge. Tough global
economic conditions notwithstanding,
the strong and innovative potential which
the coated cardboard market has will
enable it to go on presenting significant
opportunities for additional growth.
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Kartonsan in 20101

An ability to read masrket conditions accurately) and quicRLy as well as superior
production and customer Service competencies are what reinforce the comgm\n's
deserved position as the sector’s leader.

In 2011 Kartonsan maintained its
leadership of its sector by supplying
38% of all the coated cardboard
manufactured from recycled paper in
Turkey.

2011 was an extremely successful

and productive year for Kartonsan.
Performing well in line with its targets,
the company registered rises in total
sales, turnover, and exports while nearly
doubling its net profit year-on.

Kartonsan controlled a 38% market share
in 2011.

Through its sustainable-growth-focused
strategy, solid line of high-quality
products, and unrivalled production
capacity, Kartonsan once again
maintained its position as the leader of
Turkey’s coated cardboard market. In
the third year of the global economic
crisis, Kartonsan properly adopted its
own strategies to reflect the market
dynamics of a strongly-performing
national economy and home market and
it successfully completed 2011 with year-
on rises in turnover, sales tonnage, and
export volumes.

Kartonsan’s sales remained on course
and as planned throughout 2011. The
company booked a gross output of
177,003 tons; total sales of coated
cardboard amounted to 160,000 tons;
total sales proceeds were worth TL 200.6
million.

Taking a flexible approach in the planning
of its domestic and international sales
opportunities in 2011, Kartonsan gave
greater weight to its home market, which
remained lively. The company responded
in full to all the demand it received from
domestic customers without experiencing

+

any problems whatsoever in stock
management. Last year Kartonsan shipped
81% of its sales to its home market.

Having steadily strengthened its market
position in 2007-2010, in 2011 Kartonsan
successfully withstood the pressures
exerted by global market instabilities, by
strong competition from imports in its
home market, by uncertainties as to costs,
and by exchange rate volatilities. Despite
all such factors, the company secured a
38% market share.

Discerning sales policies, marketing clout,
efficient production technology, and

a strong corporate structure were the
principal contributors to the results that
Kartonsan registered in 2011.

Our commitment to innovative, quality-
focused products

Having been involved in the Turkish
market for coated cardboard for 41
years, Kartonsan enjoys a steadily
growing interest in and demand for

its products. An ability to read market
conditions accurately and quickly as well
as superior production and customer
service competencies are what reinforce
the company’s deserved position as the
sector’s leader.

At the same time and in keeping with

its commitment to innovative, quality-
focused products, Kartonsan also

strives to offer consumers better goods
under the best possible conditions. To

a substantial degree, the company’s
R&D activities are designed to serve its
goal of offering innovative products in

a sustainable manner while efforts to
make optimal use of all natural resources
contributes to productivity, effectiveness,
customer satisfaction, and profitability.

Normprint remained the best-selling of
Kartonsan’s products in 2011. Normprint
accounted for 55% of total sales last
year with the remainder consisting of
Luxtriplex (24%) and Exprint (21%).
Notwithstanding this composition, the
biggest year-on rise in sales last year
took place in the Luxtriplex category. The
growth in Luxtriplex sales was nourished
essentially by price rises in GC-grade
cardboard and by supply-side difficulties.
Another line of Kartonsan products
whose sales rose all year long consisted
of the coated cardboard that is used in
lamination.

Ultratriplex makes its market debut

In 2011 Kartonsan introduced its
customers to a new product: Ultratriplex.

Kartonsan developed Ultratriplex as

a domestically-available alternative

to GC-grade cardboard, which is not
manufactured in Turkey and whose
market is therefore highly dependent

on imports. Manufactured from a blend
of carefully selected recovered paper,
Ultratriplex is a multi-coated cardboard
that offers enhanced whiteness on both
of its sides. Another very important
feature of Ultratriplex is that it is fully
compliant with the health norms that
are sought after in materials that may be
allowed to come into direct contact with
foods—a matter that has become a highly
contentious issue in EU countries of late.
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Ultratriplex is a brand-new, “can-do”
option that addresses concerns about
health as well as visual appeal. Ultratriplex
allows for excellent printability and
superior ink and varnish economy in
addition to best-quality brightness and
clarity values. Made from a blend of
carefully selected recovered paper and
high-quality virgin fibers and owing also
to its high whiteness values, Ultratriplex
may be used for the packaging of foods,
pharmaceuticals, and cosmetics as well
as for luxury-item packaging. It is also
ideal for a wide range of applications that
require high levels of graphic detail.

To improve production efficiency...

Conducting all of its activities with an
approach that is focused on sustainability
at every stage of its production and trade
cycles, Kartonsan knows that maintaining
and increasing its short- and medium-
term profitability depend on:

* Improving production efficiency
* Keeping its costs as low as possible.

In the short term, Kartonsan always
seeks to formulate and implement a
sales profile that will maximize both its
turnover and its output.

In 2011 the company minimized
production downtime while continuing
its investments to reduce costs.

This approach played a great role in
Kartonsan’s successfully meeting the
lively demand that was particularly
characteristic of its home market.
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In line with our goal of becoming
Europe’s third biggest producer by 2015...

Thanks both to regional developments
and to additional production capacity
that was brought on stream in 2010,
Kartonsan now ranks 5th in Europe’s
paper-manufacturing league tables.
The company has now set its sights on
becoming the third biggest producer
in the region by 2015. For this reason,
Kartonsan is currently considering new
opportunities to drive its organic growth
forward, one of them being a BM2
capacity-increase investment.

In its main outline, the structure of
Kartonsan’s strategy to pursue regional
growth consists of:

* Becoming one of the principal suppliers
of exports to markets in Turkey’s
hinterland;

* Continuing to deliver fast, high-quality
service to customers;

* Increasing production process
efficiencies;

* Taking a “regional-supplier approach”
to production capacity increases;

* Achieving the highest possible
level of sustainable profitability for
shareholders.

Kartonsan will continue to be a coated
cardboard producer who consistently
pursues sustainable growth throughout
its region by deploying its logistical
advantages as a manufacturer based

in Turkey, its lineup of high-quality
products, and its attention to customer-
satisfaction-focused service.

In 2011 Kartonsan chose to concentrate
on serving its home market.

In keeping with its standing as an
important Eurasian supplier, Kartonsan
continued to give attention to
international marketing and promotional
activities last year. Exports, which
weighed in at 30.2 thousand tons,
accounted for about a 19% share of

the company’s total sales in 2011 and
generated revenues amounting to USD
21.8 million in value.

In 2011 Kartonsan chose to supply a
much larger proportion of its output

to its home market, where much more
favorable terms were on offer and which
was characterized also by continuously
high levels of demand. This choice was
an outcome of the business strategy
which the company formulated and
implemented in light of domestic and
international market figures last year.

In line with this decision, Kartonsan
registered year-on declines in exports of
around 26% on a tonnage and 11.5% on
a USD-value basis.

Looking at the company’s exports broken
down by product category, Normprint
accounted for the biggest (47%) share
last year. This was followed in turn by
Exprint (40%) and Luxtriplex (13%) as the
most sought-after products. Kartonsan
coated cardboard products have become
a part of the everyday lives of millions of
consumers in no fewer than 17 countries.
The destinations receiving the biggest
shares of the company’s exports last year
were Ukraine, Bulgaria, Greece, Russia,
and Spain. Goods were also shipped to
Romania, Portugal, and Iran.



Kartonsan's undertying goal i to supply cts customers with the highest-quality
products at the best possible price and to do this completely on tome. 4

In 2011 Kartonsan once again kept a close
watch on its shipping costs inasmuch as
these are what have the biggest impact
on its export profitability. As a rule the
company focuses on making sales to
markets in which shipping conditions are
the most favorable.

Kartonsan intends to remain a strong
supplier to international markets. For this
reason, it will keep close track of global
trends in the near term and will only
increase its export sales as circumstances
warrant. Kartonsan will therefore make
the best possible use of its manufacturing
and logistical advantages as it continues
selling its products to many more
countries in its proximity while also
diversifying and deepening its contacts
and relationships with the world’s major
cardboard box manufacturers.

Kartonsan is getting ready to take part in
DRUPA again.

Under the heading of international
marketing and promotional activities,
Kartonsan will be taking part in DRUPA
in 2012. The world’s biggest print

media fair, DRUPA is held in the city of
Dusseldorf in Germany every four years.
Bringing together thousands of sector
representatives as well as visitors from
all over the world, DRUPA provides them
with a chance to observe sectoral trends
and to keep up with the latest products
and technologies.

Kartonsan conducts all of its activities
with a focus on customer satisfaction.

Kartonsan focuses on customer
satisfaction everywhere throughout

its production and trade cycles. The
company'’s underlying goal is to supply
its customers with the highest-quality
products at the best possible price and to
do this completely on time. Operating on
a fully-integrated process basis, Kartonsan
responds to its customers’ wishes

quickly and completely. It recognizes
that both its ability to achieve this as
well as its economic sustainability are
fundamentally rooted in:

* Effective production planning

* Developing new products

* Maintaining optimum stock levels
* Determining prices appropriately

* Offering suitable payment terms.

Kartonsan’s approach to business is one
that proactively seeks to maintain and
develop both customer satisfaction and
its market presence as a company. The
customer representative model which
Kartonsan has developed especially for
its home market allows it to come up
with specially designed solutions for the
customers with which it has business
relationships while also remaining involved
in markets on a first-hand basis. This
model serves as a source of information
that is extremely valuable in Kartonsan'’s
decision-making processes while also

+

allowing the company to keep a very close
and continuous watch over markets and
thus over its own business risks.

The environment and its protection are
matters of great concern to Kartonsan.

Protecting the environment and

respecting the environment are two

concepts that are of crucial importance

in Kartonsan’s economic and business

cycles. As a manufacturer with a strong

sense of social responsibility, Kartonsan

demonstrates its respect for the

environment by:

* Maximizing the use of recovered paper
in its manufacturing

* Generating its own electricity and
steam

* Making use of the most modern
techniques to clarify and reuse its
effluent water.

Recovered paper utilization

Kartonsan achieves recovered paper
utilization rates of up to 99% in its
coated cardboard production. It works
closely with its subsidiary Dénkasan in
its recovered paper procurement and
management operations. Kartonsan also
holds a recycling plant license issued by
the Turkish Environmental and Forestry
ministry. In 2011 Kartonsan made use
of 176,700 tons of waste paper as
economically recoverable inputs in its
manufacturing.

The accompanying chart gives a breakdown of Kartonsan’s use of cellulose and recovered paper in 2009-2011.

Gross production and cellulose/recovered paper use (tons)

Total gross production Total cellulose consumption| Total waste paper consumption
2009 138,773 2,348 145,846
2010 169,633 2,092 180,654
2011 177,003 2,452 175,690
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As a company that is very ausase of ks environmental, quality, and social
responsibilities, Kartonsan carries out all of ibs activities umder an integrated

management SQ&RM‘.*.f

Energy production

Kartonsan produces electricity from four
natural gas-fired turbines and steam from
a waste heat recovery boiler. It utilizes
the exhaust heat to produce steam. The
company sells the excess electricity to the
national grid.

Kartonsan produced 132.7 million kWh
of electricity in 2011, of which amount
it sold 24.2 million kWh. Last year the
company also generated 334,902 tons
of steam of which 108,424 and 206,389
tons were used respectively in its BM1
and BM2 production operations.

Effluent water

An important Kartonsan goal is to make
the most effective use possible of limited
natural resources. The company has its
own effluent water treatment system
which, equipped with state-of-the-art
technology, has a treatment capacity of
5,000 m3 a day. About 48% of Kartonsan
treated effluent water is reused in its
production operations.

Solid waste

In late 2010 substantial changes that
were made in the regulations governing
the management of solid waste in Turkey
went into effect. Under the new rules, all
solid waste that is created must either be
eliminated or reused.
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Kartonsan reviewed its solid waste
management processes in light of the
new rules and made such changes in them
as were required. Kartonsan incurred
additional costs of about TL 6 million in
order to bring itself into compliance with
these new environmental-protection
regulations.

Kartonsan Integrated Management
System

As a company that is very aware of

its environmental, quality, and social
responsibilities, Kartonsan carries out

all of its activities under an integrated
management system for which it holds
ISO 9001 Quality Management System,
ISO 14001 Environmental Management
System, and OHSAS 18001 Occupational
Health & Safety Assessment Series
certifications.

Throughout the year Kartonsan provided
its personnel with training on such issues
as occupational health and safety, job-
related accident awareness, personal
safety equipment and its use, and
environmental awareness.

A total of 311 man-hours of training

on worker health issues was provided

by personnel of the company’s own
infirmary. A total of 520 people received
1,687 hours of training on occupational
health and safety issues by occupational
safety specialists.

On 14-15 November 2011, Kartonsan'’s
integrated management system
underwent and successfully passed an
intermediary audit.

Kartonsan’s goals in 2012

* Kartonsan will continue its efforts to

maintain its existing positions both in
Turkey and in the international markets
in which it is active abroad while also
exploring and entering new markets.
Foremost among the activities in which
Kartonsan will be engaging to achieve
these goals in 2012 will be planning
and undertaking visits to customers as
well as participating in trade fairs in
Turkey and abroad. Interactions with
customers will give particular attention
to making listeners better aware of the
logistical service and product quality
advantages which the company has to
offer.

Supporting the sustainability of
Kartonsan’s activities is always one of
the company’s prime objectives. To
this end, efforts in 2012 will focus on:
better dealing with the fiber losses
that are incurred when using recovered
paper; optimizing consumption and
costs by procuring and using chemical
alternatives; reducing the amounts

of water that are used; improving the
energy efficiency of operations.

Under the heading of social
responsibility activities, in 2012
Kartonsan will work on further
improving employee health and safety
and enhancing the quality of life at

its workplaces and on increasing both
customer and employee satisfaction.



hvestments at Kartonsan

Kartonsan continved to carry ovt its investments in Line with ibs strategic
ivestment plan in 2001 The total valve of projects amounted to TL S.9 million.

Kartonsan continued to carry out its
investments in line with its strategic
investment plan in 2011. The total

value of projects completed during the
year under the heading of focusing on
increasing total output and quality in the
company’s production-, environment-,
and human resource-related activities was
TL 5.9 million.

Renewal of the energy plant boiler
automation system

This project calls for the renewal of

the entire boiler automation system.
New user interfaces (LCD monitors,
operator’s panel, etc) will make safer
and more effective use of the system
possible. Air- and gas-flow meters that
measure flue-gas oxygen are also to be
added to the system. By making more
effective burning possible through online
combustion control, this inclusion will
achieve additional savings in natural gas
consumption.

Modernization of the fire detection
system

The company has decided to completely
renovate the existing fire detection and
announcing systems at the Kartonsan
plant.

One goal of this project is to improve
the level of fire safety by installing fire
detectors in all of the plant’s closed and
semi-closed spaces. The addition of an
improved announcing system will permit
more effective internal communication
and announcements structure. The
number of control / monitoring points
will be immediately increased from one
to seven, which will significantly enhance
the ability to detect an outbreak of fire
should one occur. Installation work is
currently in progress on this system,
which is scheduled to be operational by
the end of March 2012.

Renewal of generator power distribution
and transfer panels

This project aims for the replacement
of generators and transfer panels whose
economic life has run out.

The use of technologically newer switches
will result in a system that is more
appropriate in terms of occupational
health and safety. The addition of
another generator to the system will also
maximize existing generator capacity
whenever required. Installation work

is currently in progress on this system,
which is scheduled to be completed by
the end of February 2012.

Integration of the BM1 DAF System into
the DCS system

The programmable logic control (PLC)
structure of the dissolved air flotation
(DAF) operating system is to be
incorporated into the distributed control
system (DCS). This integration will make
it possible to monitor and control the
entire system from DCS screens and thus
to make more effective and efficient use
of equipment. Project work is currently in
progress and the new system is scheduled
to be operational in early February 2012.

Modernization of the BM1 and BM2
internal lighting systems

The switchboards of the internal lighting
systems on both machines are to be
replaced under this project. The outlet
supply system will be separated from
the lighting system and have its own
(independent) mains connection. A
hierarchical infrastructure will be created
that is more appropriate to the energy
monitoring system, which will make it
possible to have a more effective internal
lighting and field outlet supply system.
Installation work is currently in progress
on this project, which is scheduled to be
operational by the end of March 2012.

+

Procurement of DVR systems for BM1
and BM2 drive systems

The company plans to install dynamic
voltage restorers on the drive systems
of the BM1 and BM2 units. This will
make it possible to reduce the number
of shutdowns due to voltage fluctuations
while also preventing the damage which
such volatilities can cause to drive
systems. Project work is currently in
progress and the new system should
become operational before the end of
2012.

Modernization of the BM1 Suction former
Spray shower system

This project calls for the modernization
of the BM1 Suction formers showers.

The inability to clean suction formers
effectively results in wire clogging, which
reduces product quality. The replacement
of existing showers with the Stamm-type
showers should eliminate this problem.
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Human resources at Kartonsan

Kartonsan regards ensuring the continued
existence of a workplace environment
which encourages employee participation
and which is fully respectful of human
rights as one of its fundamental corporate
objectives. To this end Kartonsan strives
to ensure the sustainable existence of a
workplace environment which rewards
success, which incentivizes individual
development and initiative-taking, and
which is safe and healthy.

As of 31 December 2011 Kartonsan had
259 people on its payroll. 13% of the
company’s personnel are employed at
headquarters units while the remaining
87% work in plant operations. 34% of
personnel are white-collar and 66% are
blue-collar employees.

Thirty-four white-collar personnel work
at Kartonsan headquarters. Of the people
who work in plant operations, 225 are on
the company’s payroll and 177 are paid
by subcontractors.

At end-2011:

* 31 of Kartonsan’s employees were 25
years of age or younger;

* 118 were hetween the ages of 26 and
35;

* 70 were between the ages of 36 and 45;

* 40 were at least 46 years of age.

Kartonsan supports the total benefits that
it provides to its employees with a salary
and reward system which is structured

in light of motivational human resources
policies. To this end, the company adheres
to a compensation policy which is mindful
of the total added value which it promises
to create for its stakeholders while also
being both competitive and market-
sensitive.

HR training at Kartonsan

Kartonsan engages in systematic

efforts to improve its employees’ job
performance and individual competencies
through occupational training and
development programs. The ongoing goal
of all training activities is to constantly
nourish employees’ job performance

and individual competencies through
occupational training and development
programs.

The underlying and shared objective

of all training activities is to maximize
Kartonsan’s overall effectiveness and
productivity as much as possible through
occupational and personal training
programs that address employees’ actual
needs. Within the framework of these
goals, during 2011:

* Personnel employed in the company’s
procurements, human resources, and
quality systems units received 2.5 hours
of orientation training appropriate to
their jobs;

* A total of 43 on-the-job training
activities were conducted. This resulted
in an average training time of 13.28
hours/person as of end-December.

A corporate-culture recognition and
employee-satisfaction survey is currently
being carried out at Kartonsan. It is
expected that the results of this survey
will be released during the third quarter
of 2012.

HR: Basic indicators* 2010** 2011**
Total number of employees 436 437
Contractor personnel 181 183
Kartonsan 255 254
Men 233 232
Women 22 22
Average age (years) 36 36
HR: Educational background

Master’s degree or doctorate 12 12
Bachelor’s degree 33 28
Vocational high school 43 48
High school 147 147
Elementary school 20 19
Competency in one foreign language 54 52
Competency in two or more foreign 11 11

languages

* Actual number of people unless otherwise indicated.
** Average (as of end-December 2011) for the year.
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Kartonsan strives to ensure the sustainable existence oF a worplace environment
whech reward s success, wheeh ancentvizes indovedual development and incteateve-
taking, and which s safe and heatthy. 4

Transparency, equality, diversity

A fundamental rule at Kartonsan is that
information should be shared among and
be conveniently accessible to employees.
A computerized data base system is
employed throughout the company to
maintain and access information about
such matters as integrated management
system documentation, corrective/
preventive measures, the receipt and
resolution of customer complaints, and
the results of meetings etc. Accessible to
all employees, the Kartonsan data base is
designed to ensure that the highest level
of information transparency is achieved.

Diversity and equality of opportunity are
two fundamental elements of Kartonsan’s
human resources policy. Kartonsan’s
human resources policy is managed with
an approach that is opposed to all forms
of special privilege. Kartonsan regards
diversity as a precious feature of its
organizational structure and the bedrock
of the human resources which make up
its intellectual capital. Taking this as its
point of departure, the company engages
in activities that seek to encourage its
employees to:

® Think multidimensionally

* Act individually

* Develop their personal abilities.

Mindful of ensuring equality of
opportunity among employees in all of its
human resource management policies and
practices, Kartonsan also supports gender,
faith, and age diversity.

Labor relations

Kartonsan is an industrial concern which
has a long history of labor-union relations
and which seeks to be a model for others
in its scrupulous approach to dealing with
such matters.

57% of Kartonsan’s employees are
members of Selliloz Is, a trade union for
those employed in the paper and paper
products industry. The company fully
abides by the terms of the collective

+

bargaining agreement which it has
entered into with this union and
which covers the period beginning on
1 September 2010 and ending on

31 August 2012.

Health and safety at Kartonsan

Kartonsan is aware that its employees’
health, safety, and well-being are
crucially important not just to their job
productivity but to their personal lives as
well. It therefore makes this awareness
an integral and effective element of its
human resources policy.

The company is mindful of being in

full compliance with the requirements
of workplace health and safety laws

and regulations as they are applicable

in Turkey at all of its headquarters

and factory premises. On matters of
concern to workplace health and safety,
Kartonsan’s policies are also informed
by current worldwide practices. All such
matters at Kartonsan are the responsibility
of the company’s Human Resources and
Quality Systems departments.

To ensure ongoing workplace safety,
factories’ physical and technical
equipment and conditions are regularly
checked. Monitoring and feedback
systems are developed so that potential
problems may be identified and
effectively dealt with.

The Occupational Health and Safety
Committee engages in an ongoing and
effective effort to ensure that corrective
and preventive measures are taken

to reduce work-related accidents and
illnesses through training, improvements,
and employee health screenings.

Occupational health and safety-

related checks and training activities
were increased in frequency in 2011,
with greater attention being given

to preventing work-related accidents
through risk-assessments and corrective/
preventive measures.

There was a net year-on decline in the
number of work-related accidents at the
Kartonsan plant in 2011. Kartonsan’s goal
is to achieve and maintain a zero accident
rate at its workplaces.

Kartonsan’s quality, environment, and
occupational health and safety policy

Seeking to maintain its stature as a leader
in Turkey and its competitive position in
world markets, Kartonsan has adopted
and adheres to a quality, environment,
and occupational health and safety policy
that is committed to:

* Continuously improving the
effectiveness of its quality,
environment, and occupational health
& safety management systems through
the use of the right human resources,
appropriate technology, and essential
financial resources;

* Continuously developing its product and
service quality in line with customers’
wishes and expectations;

® Giving importance to health and safety
in all of its employees’ activities in
order to prevent work-related accidents
and illnesses and to be an organization
which is transparent and participatory
and which learns and develops through
constant training;

* Preventing environmental pollution,
making effective and productive use of
natural resources, using recycled inputs
and manufacturing recyclable products;

* Complying with the requirements of
applicable laws and regulations and
abiding by the criteria and prescriptions
of ISO 9001 Quality Management, ISO
14001 Environmental Management, and
OHSAS 18001 Occupational Health &
Safety Assessment system standards;

* Engaging in multilateral communication
in order to ensure the ongoing
confidence and satisfaction of its
customers, its suppliers, its employees,
its business partners, and its
community.
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A good corporate citizen who invests for the
bene{:"d' oF Fu{'urc generatoons

Kartonsan supports and supplies resources to a vasiety of activities, particuarnty
those in the area of education. +

Kartonsan has been creating value for the
Turkish economy and for its stakeholders
for forty-one years. It behaves as a
responsible corporate citizen should and
seeks to share a part of the added value
which it creates with society as a whole.
To achieve this, Kartonsan supports

and supplies resources to a variety of
activities, particularly those in the area of
education.

Basiskele Primary School Project

Kartonsan is undertaking the construction
of a primary school in the district of
Basiskele where its factory is located in
Kocaeli. Work is currently in progress.
Completion of the school, which will
have sixteen classrooms and be capable
of accommodating about 500 pupils, is
scheduled to take place by the end of
February 2012.

Kartonsan Primary School (Kullar Kdyd,
Kocaeli)

In 2011 Kartonsan continued to support
the Kartonsan Primary School in the
village of Kullar in the province of Kocaeli,
where its factory is located. The company
provided grounds-keeping, custodial, and
general maintenance and repair services
for this and a number of other schools, to
which it also supplied various materials.
The total value of the material support
provided in these ways was TL 24,984.96.

Support for waste paper collection
programs

As required by packaging waste control
regulations in Turkey, packaging waste
resulting from the Kartonsan factory’s
operations is separately collected and
surrendered to recycling firms in a
project that is conducted jointly with the
Basiskele municipality.

+

The importance of waste paper recovery

Waste paper accounts for between
85-100% of the materials used in the
manufacturer of coated cardboard at
Kartonsan. In keeping with its sense

of social responsibility, the company
voluntarily continues to support efforts to
collect and recover waste paper.

FSC-COC and Paper by Nature
certification activities

As an environmentally aware corporate
citizen, Kartonsan has initiated projects to
qualify for Paper by Nature and for Forest
Stewardship Council Chain of Custody
(FSC-CoC) certification, both of whose
organizations’ aims are to ensure the
sustainability of forest products.

The goals of FSC-CoC certification are
to make sure that the world’s forest
resources are correctly managed,

to define applicable methods and
standards for this, to ensure that any
forest products which are used are

from responsibly harvested and verified
sources, and to prevent undocumented
forest products from entering the supply
chain of certified products at any point.
Kartonsan successfully completed the
groundwork and preliminaries necessary
for FSC-CoC certification in 2011. The
company’s goal now is to have satisfied
certification requirements before the end
of February 2012.

Kartonsan has received Paper by Nature
certification for its Normprint line of
products, which are manufactured from
100% recycled paper.

SELKA i¢ ve Dig Ticaret A.S.

SELKA i¢ ve Dis Ticaret A.S. is a subsidiary
of Kartonsan. SELKA is Kartonsan’s biggest
supporter in the marketing of customized
products while also providing Kartonsan
with logistical services through its storage
facilities located in istanbul-Sefakdy.

SELKA achieved all of its sales targets in

2011 and registered a 17% year-on rise in
its turnover.
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Directory

Headquarters

Prof. Dr. Bilent Tarcan Caddesi No: 5
Pak is Merkezi, Kat: 3

Gayrettepe 34349, istanbul Turkey
Phone: (90 212) 273 20 00 (pbx)

Fax: (90 212) 273 21 70 (General)
(90 212) 273 21 60 (Marketing)
(90 212) 273 21 63 (Purchasing)
Factory

Yaylacik Mahallesi, Karamirsel Caddesi, No: 300
41140 Kullar / Basiskele / Kocaeli, Turkey
Phone: (90 262) 349 61 50

Fax: (90 262) 349 33 00

Kartonsan on the internet
www.kartonsan.com.tr

Kartonsan e-mail addresses
General
kartonsan@kartonsan.com.tr

Orders
orders@kartonsan.com.tr

Marketing
pazarlama@kartonsan.com.tr

Financial
maliisler@kartonsan.com.tr

Purchasing
satinalma@kartonsan.com.tr

Human Resources
insankaynaklari@kartonsan.com.tr

Produced by Tayburn
Tel: (90 212) 227 04 36
www.tayburnkurumsal.com
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