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ABOUT THE

B 1

ANNUAL REPORT

This report is the second integrated
annual report of Cimsa.

With this report, Cimsa reviews the
current output of its activities and its
future plans and goals in the scope of
the capital framework proposed by the
[IRC (International Integrated Reporting
Council) of which it is a member of 4
years; the company also views, analyzes
and reports it to its stakeholders from an
integrated perspective.

This report also proves that Cimsa has
internalized integrated thinking and
sustainability in all its business processes.
The adoption of this approach strongly
supports Cimsa’s efforts to conduct its
business in the most righteous way both
for the society it belongs to and for our
world.

Itis crucial and top priority for Cimsa

for the integrated annual report to be
accessible by all stakeholders. In this
framework, the report was produced with
an environment-friendly perspective and
was shared electronically. The report can
be accessed via the website www.cimsa.

com.tr and through the link Sustainability

and Investor Relations, as well as via the
sustainability website of Cimsa:
www.cimsadasurdurulebilirlik.org.

GRI-G4 G4-18, G4-22, G4-23

Unless stated otherwise, all information
in this reportis 2017 end-of-year data.
The financial results of Afyon Cement
Industry Inc. Co., a Cimsa affiliate (51%),
are included in the consolidated financial
results of Cimsa, but its other indicators
are excluded. Cimsa aims at gradually
including the environmental and social
sustainability data of Afyon Cement
starting from the next annual report.

This report is in compliance with the
International Integrated Reporting
Framework suggested by the IIRC. The
report was prepared in accordance with
the core option of the GRI G4 Reporting
guideline published by the Global
Reporting Initiative (GRI). The contents
of the report were gathered based on
the principles on the determination of
report content described in the GRI G4
Guideline, especially on the principle of

B
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INTEGRATED

prioritization. Performance notifications
were mainly presented in the scope of
the GRI G4 indicators; additionally, the
United Nations Global Compact (UNGC)
development reporting principles -which
Cimsa adhered toin 2013, and the
World Business Council For Sustainable
Development (WBCSD)’s Cement
Sustainability Initiative (CSI) principles
were also taken into consideration.

The 2017 Integrated Annual Report of
Cimsa, whose shares are publicly traded
in the Borsa Istanbul Exchange, is also
in accordance with the minimum annual
reporting requirements of the Turkish
Code of Commerce and the Capital
Market Law.

cimOR

- This report has been published on 26 March 2018.
- The Report’s GRI Content Index approval process
is still ongoing. As soon as the process is completed,
the PDF file appearing on the Cimsa corporate
website will be updated.
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MESSAGE FROM THE CHAIRMAN
OF THE BOARD OF DIRECTORS

SUCCESSFUL RESULTS ON OUR

¢ 45™YEAR
We have reached the objectives we had set
for2017.

¢ INVESTMENTS
We have concluded the investments that
will give momentum to our future value
production power.

e STRATEGIC FOCUS
Our strategy is focused on the production of
lasting value production for our stakeholders
in the short, medium and long-term with a
sustainable and profitable growth.

MEHMET HACIKAMILOGLU
CHAIRMAN OF THE BOARD OF DIRECTORS

GRI-G4 G4-1, G4-DMA



Dear stakeholders,

In 2017 where it celebrates its 45" year,
Cimsa has not only reached its goals,
but it has also made key investments
that will shape its future and therefore, it
has reinforced the value it creates for its
stakeholders.

In the year 2017 where global
economic growth has accelerated
beyond predictions,

a speed-up has also been observed in

the economic recovery of developed
countries. During the same period, the
growth performance of developing
countries has gained momentum as well.
While the monetary policies implemented
by the world’s leading central banks (such
as the Fed, the European Central Bank and
the BoJ) and aimed at reviving economic
activity have had positive effects, the
increased trend for global risk-taking after
the first quarter of 2017 has supported
capital movements oriented towards
developing countries.

Turkish economy had an energetic
performancein 2017.

It has demonstrated strong growth in
that year. The growth rate of the third
quarter of the year exceeding by 11.1%
the previous year’s performance on the
same period has pointed to the strongest
performance in the last 6 years. Private
consumption expenditures have had the
greatest contribution on growth with 7
points on the third quarter. Arise in public
consumption expenditures has also been
in question in the same period.

We made important investments on
our 45" year.

Cimsa has been proudly celebrating its
45" year in the midst of fluctuating global
and national economic conditions.

GRI-G4 G4-1, G4-DMA
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In 2017 where it celebrates its 45
year, Cimsa has not only reached

its goals, but it has also made key
Investments that will shape its future
and therefore, it has reinforced the
value it creates for its stakeholders.

Our company has not only achieved the
financial and operational goals it had set
for 2017, but it has also further reinforced
its value production power and its
competences by carrying out important
enterprises and investments that will
shape its future.

In 2017, Cimsa has successfully
completed and implemented three
significant investments which it had
initiated in the recent past.

Our Afyon Plant has been moved to its
newly-built modern and green compound
equipped with state-of-the-art cement
production technology.

The white cement investment we made

in our Eskisehir Plant has also been
completed and the |. production line has
been modified so as to produce both grey
and white clinker. We believe that this
investment will strengthen our position on
the global scene even more.

With the finalization of the investment
at our Nigde Plant aimed at increasing
capacity, we have reached a level where
our competitive clinker production
capacity structure has been even more
fortified.

We are focusing on new horizons

with our simple, realistic and flexible
strategy.

Cimsa’s strategy is focused on the
production of lasting value production
for its stakeholders in the short, medium
and long-term with a sustainable and
profitable growth. | am pleased to express
thatin 2017, Cimsa has successfully
fulfilled its goals in the areas of

* economic performance

* new product and new market
development through R&D and
innovation

* energy efficiency

creation of economic values through
environmentally-profitable investments

* human development
* management of risks and opportunities,

and that it has made a leap forward that
will support its medium and long-term
growth.

Our strategic plan hosted by our Board
of Directors and mentored by our higher
management is implemented with a win-
win approach and by remaining loyal to
integrated management principles.
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MESSAGE FROM THE CHAIRMAN OF THE BOARD OF DIRECTORS

This approach of ours allows us to add
sustainable value to the welfare of all
of our partners, particularly our human
resources, our customers and our
stakeholders.

Cimsa is ready for tomorrow since
yesterday.

Throughout nearly half-a-century, Cimsa
has revealed a strong,

* sustainable and healthy performance in
the main objectives of

adding value to Turkish economy and to
the society it belongs to,

continuously improving stakeholder
and investor value,

* becoming a role model in the cement
industry,

improving customer satisfaction in
internal and external markets,

and ensuring the best efficiency in all
types of natural resources.

Performing on the axis of these objectives,
Cimsa has excellently fulfilled its
responsibilities.

As a member of Sabanci Group, one of
Turkey’s leading economic and industrial
actors, Cimsa is constantly gaining
strength with its highly-developed
foresight, sound financial structure,
change internalizing skill and professional

GRI-G4 G4-1, G4-DMA

human resources; all the while focusing
on the future.

With the forward leaps it will make in

the years to come, Cimsa will reinforce
its leadership position in the global and
national cementindustries on the one
hand, and on the other, it will continue

to create more values for its stakeholders
and to increase its contribution to Turkish
economy.

We are concentrating on growth as a
profitable and efficient company.
Global markets that have shown some
significant fluctuations in the past 10
years have entered a phase of recovery.
Our visions for the future are positive. Itis
estimated that the growth in developed
economies will continue its ascension in
2018 and beyond. We are strongly aware
of the great potential that exists in Turkey
and in its surrounding geography, and we
construct our growth scenario based on
this dynamic market we belong to.

Cimsais
constantly gaining
strength with its
highly-developed
foresight,

sound financial
structure, change
internalizing skill
and professional
human resources;
all the while
focusing on the
future.



In this process where competition will
also escalate, changes in supply and
demand components will continue to be.
The increase in input prices (in energy
particularly) will continue in parallel with
global economic growth and will take its
place among main risks that will affect our
production-trade cycle.

As a profitable and efficient company
dedicated to balancing risks and
opportunities through a proactive
approach, Cimsa will continue to
grow and advance resolutely towards
tomorrows.

Before presenting our second
integrated annual report to your
attention,

| also would like to share my short
observations on our reporting practices.
Having an old activity and sustainability
reporting tradition, Cimsa blazed the trail
in the real sector by dressing the very first
integrated activity report published in
Turkey and presented to you last year. We
believe this second report of ours is much
more transparent and simple in light of
the feedback from our stakeholders and of
our experiences.

GRI-G4 G4-1, G4-DMA
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As a profitable and efficient company
dedicated to balancing risks and
opportunities through a proactive
approach, Cimsa will continue

to grow and advance resolutely
towards tomorrows.

On this occasion, on my and the Board of
Directors’ behalf, | would like to extend
my gratitude to all Cimsa members for
their devoted work, to all of our customers
for their trust in and loyalty to our brand,
to our business partners in our supply

and value chain, and to all of our other
stakeholders.

Best regards,

Mehmet HACIKAMILOGLU
Chairman of the Board of Directors
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MESSAGE FROM
THE GENERAL MANAGER

THE POWER OF FORESIGHT

¢ INTHEYEAR2017
By joining with our competences, our
foresight of risks and opportunities has
once again made us perform excellently.
¢ INVESTMENT YEAR
We have made 106 millions of US Dollars-
worth investmentsin 2017.

¢ THE SUCCESS FORMULA
Our market experience
Our R&D know-how
Our strong corporate and financial structure.

NEVRA OZHATAY
General Manager

GRI-G4 G4-1, G4-DMA



Dear stakeholders,

On our 45" year, we delivered a
performance that accentuated our
success.

Conducting its activities based on a
foresight of risks and opportunities
presented by global and national markets
and a business model that focuses on
superior production competences

and operational efficiency, Cimsa has
demonstrated a strong operational and
financial performance on its 45" year of
operation.

In 2017, Cimsa has fortified its position

in national markets, and has maintained
its leadership in international markets,
especially in the area of white cementand
special products.

While our total sale of cement has
surpassed 7 million of tons in 2017, our
total turnover has been of 1,490 million
TRY. Our gross profit rate is of 27%,

our EBITDA margin is of 26% and our
consolidated net profit has been reported
as 247 million TRY.

During the year we left behind, our return
on equity has been of 16%, our return on
assets of 7% and our earnings per share,
1,6904 TRY.

Cimsa’s 2017 export was of 1.6 million
tones.

Cimsais also pursuing its activities in

a stable and healthy fashion in export
markets. Our products are sold to more
than 65 countries all around the world,
and are contributing and adding value to
human life and economic development.

Our export rate has constituted 30% of our
total salesin 2017 and our export income
has exceeded 120 million US Dollars. The
markets where we grew the most in 2017

GRI-G4 G4-1, G4-DMA
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Our products are sold to more than
65 countries all around the world,
and are contributing and adding
value to human life and economic

development.

have been the Mediterranean Basin, West
Africa and North America.

In the period to come, Cimsa will continue
to manage opportunities with a balanced
approach and to grow in a sustainable and
profitable way.

The investments we completed in 2017
have made us stronger in every way.
With a total investment expenditure

of 106 million US Dollars, Cimsa has
concluded a significant investment
period. During the year 2017 where our
company has achieved its highest level of
investment, it has:

* Moved its Afyon Plant to its modern
compound built on a new zone;

» Completed its modification investment
in the Eskisehir Plant;

» And raised the production capacity of
the Nigde Plant.

While the investment we have made in
the last 3 years to our Afyon plant has
reached 165 million US Dollars, our new
plantis making us proud with its technical
and environmental qualities that make it a
global example.

As part of the modification plan of the
Eskisehir Plant launched in 2015 and
completed in 2017, our manufacture’s 1st
Production Line has been modified so as
to produce both grey and white cement.

Our Nigde Plant investment which
constitutes another capacity-increase
project has been completed in June 2017
and the manufacture’s clinker production
capacity has been doubled.

We believe that these endeavors brought
to life in 2017 will contribute to Cimsa’s
brand strength both nationally and
internationally, and will help us to expand
our products’ consumer group.
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Sustainability, environment and
occupational health and safety are
Cimsa’s priorities.

Another topic | would like to touch upon
regarding our investments and that |
deem important is that the projects we
carry out at Cimsa are not solely based
on the building of new plants and on the
increase of capacities.

Each year, Cimsa makes sustainability,
environmental and occupational health
and safety investments at different scales
and in great numbers in its facilities, and
it also contributes to its stakeholders,
aside from the total value it produces.
Cimsa will continue to adopt the newest
technologies and production models in
its industry and will continue to carry out
investments on all relevant areas in order
to develop its activity and efficiency levels
in production. The determination we will
demonstrate in this area will serve our
company’s medium-term goals and will
play a significant role in our production
of a lasting and sustainable stakeholder
value. Likewise, each new investment
we will make will allow us to further
strengthen the value that we add to
environment and society.

GRI-G4 G4-1, G4-DMA

Human resources are our most
valuable assets.

With the vision of creating a high
performance culture in the area of human
resources, Cimsa aims to be a fair and
egalitarian workplace where employee
rights are protected, where talents of all
levels are honed, where there is no gender
discrimination and equal opportunities
are given to men and women, and where
the best standards are set in terms of
occupational health and safety.

Due to the principles of the UN Global
Compact Network and of the UN Women'’s
Empowerment Principles (both of which
we support and are a part) creating and
implementing corporate policies that will
improve social gender equality is one of
our priorities as regards human resources
at Cimsa. By extension, our works on the
matter are continuing uninterruptedly.

As of the end of 2017, the number of our
female employees has reached 118 and
the ratio of female employees among total
employees has been of 10%.

The formula of our success

The most important factors in our
sustainable growth, development and
success are our experience on the
market in production and trade, our R&D
knowledge and our strong corporate and
financial structures.

Cimsa believes that the only way to
sustainability is a rational and efficient
use of resources. Accordingly, Cimsa
has changed its infrastructure and

is now making a statementin its
production activities with its approach
to raw materials and energy, generating
outstanding projects.

Innovation, change, vision and planning
competencies which have an indisputable
place in Cimsa’s corporate culture play
avital role in the smooth completion

of large scale and key investmentsin a
challenging market context.



We are overjoyed to share with you
Cimsa’s second integrated annual
report.

Aside from Cimsa’s financial and
operational performance in the year
2017, our integrated activity report
includes the added value we produce

on environmental and social platforms.
The report discusses our business model
and our plans and goals for the future

in the framework of the IIRC capital
categorization recognized worldwide.
We deem that the level we have reached
in our reporting practice is a proof that
we have duly internalized integrated
thinking and sustainability in our business
processes; and in view of this, we aim

at becoming an economic actor which
generates exemplary outputs.

Cimsais focused on developing its
production, its trade and its value
production power.

As long as our business principles based
on transparency and accountability,
integrity and reliability, responsibility
towards the environment and society
and on non-compromise in quality

are beacons of light along our journey
of growth, Cimsa will continue its

GRI-G4 G4-1, G4-DMA
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As long as our work principles show
us the way on our path to growth,
Cimsa will continue its advancement
In the global arena as a respectable
and strong actor of its industry.

advancement in the global arena as
a respectable and strong actor of its
industry.

| would like to extend my most sincere
gratitude and respect to, first of all, all the
devoted Cimsa employees who contribute
to our performance by accompanying

us on our journey to realizing our vision;
as well as to our consumers who choose
our products, our partners, our Board of
Directors and all of our other stakeholders.

Nevra OZHATAY
General Manager
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From left to right

Mehmet HACIKAMILOGLU

Chairman

Mehmet KAHYA
Independent Member

Bzgegmis bilgileriicin— 85 s.

10 GRI-G4 G4-34

Hasan Cihat ERBASOL

Independent Member

Gokhan EYiGUN

Member
(asof 31.03.2017)

Serra SABANCI
Deputy Chairman
(asof 31.03.2017)

Baris ORAN

Member
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SENIOR MANAGEMENT

19y

gf.jﬂ

1985

From left to right

Eren MANTAS Cem TALAY Bilgen CAGLI

Deputy General Manager Deputy General Manager Deputy General Manager

(Finances and Financial Affairs) (Grey Cement Sales and Marketing) (Corporate Development and Human Resources)
Caner TURKYENER Nevra OZHATAY Dr. Onder KIRCA

Deputy General Manager General Manager Deputy General Manager

(Ready-Mixed Concrete) (Innovation, R&D and Grey Cement Export)
Ulkii GZCAN Umit CETIN Giirol OZER

Deputy General Manager Deputy General Manager Deputy General Manager

(White Cement and Special Products Sales and (Purchasing and Logistics) (Cement Operations and Investments)
Marketing)

For resume information—>> 88 s.

GRI-G4 G4-34 11
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CORPORATE PROFIWUE

Cimsa is an international cement
and construction materials
company with a global and
national experience and know-
how of 45 years; along with a
R&D-based power, wide product
range, environment and human-
friendly approach and innovative
employees. It is constantly growing
by making a difference in its
sector..

Leading corporation of Turkish cement
industry

One of the leading corporations of
Turkey’s cement industry, Cimsa launched
its operations in 1972.

-
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Cimsais an international cement and
construction materials company with a
global and national experience and know-
how of 45 years; along with a R&D-based
power, wide product range, environment
and human-friendly approach and
innovative employees. It is constantly
growing by making a difference in its
sector.

Cimsais focused on completely and
promptly meeting the product and
solution needs of its customers with

its market-focused approach and wide
distribution network. As a reliable
business partner of its stakeholders,
Cimsa provides living environments for
future generations, as well as materials
needed for their infrastructures.

Cimsa is the leading innovation company
in the cement and construction materials
industry in Turkey with special products
like white cement and calcium, in addition
to grey cement.

It exports white cement and special
products to more than 65 countries.

The Shareholding Structure

NN\

N\

One of the leading brands of white
cement in the world, Cimsa increases
the recognizability of its brand on
international platforms by exporting value
added products that it develops, all the
while contributing to its sector and to
Turkish economy. Cimsa exports white
cement and special products to more
than 65 countries, mainly to the Middle
East, Europe, North Africa and the United
States.

About the future

Cimsa aims at pursuing its growth by
maintaining its competitive production
power in the framework of the strategy

it will be implementing in 2018 and
beyond. The compass which Cimsa will be
wielding to reach its goals is sustainability,
which is also the leverage of all of its
activities. Reviewing the benefits of the
propagation of the integrated approach
within the company, the business model
and the main targets that are related to

it, Cimsa firmly believes that it will pursue
its leadership in the field, basing itself on
these themes.

cimsa.com.tr

s

GRI-G4 G4-7

5.11%

Z Haci Omer Sabanci Holding
D Other Partners

Akcansa

. Adana Cement

The shareholding structure of Cimsa as of
the end of 2017 is as follows.

Shareholder Name Share (%)
Hact Omer Sabanci Holding 49.42
Other Partners 36.49
Akcansa 8.98
Adana Cement 5.11
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CIMSA
AT A GLANCE

Leading corporation
of Turkish cement e

industry

One of the leading

corporations of Turkey’s 6 5

cement industry, Cimsa PRODUCT EXPORT

| h d t t . EXPORTING WHITE CEMENT AND

auncneaIts operations in- ¢ SPECIAL PRODUCTS TO MORE

‘] 972 THAN 65 COUNTRIES, MAINLY TO :
) k THE MIDDLE EAST, EUROPE, NORTH

............................................................ AFRICA AND THE UNITED STATES .'."

INTERNATIONAL TERMINAL
CIMSA CEMENT SALES NORTH GMBH (GERMANY)

CIMSA ADRIATICO S.R.L. (ITALY)

CIMSA CEMENTOS ESPANA S.A.U. (SPAIN)

CIMSA CEMENT FREE ZONE LTD. (TRNC)

CIMSAROM MARKETING DISTRIBUTIE S.R.L. (ROMANIA)
00O CIMSA RUSSIAN CTK (RUSSIA)

GRI-G4 G4-8
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6.4 58,347

AN
PRODUCTION OF MILLION TONS X PERSON X HOURS OF TOTAL
OF CEMENT /‘ TRAINING

S

384 . 120,808
MILLION TRY EBITDA » | TONSCO,/YEARSAVINGS
N
, [ y
/{ N
106 126.8
MILLION USD TOTAL INVESTMENT ' MILLION TRY ENVIRONMENTAL
INVESTMENT
mecrareopant . GIMSA'S PRODUCT RANGE
MERSIN "
ESKISEHIR Grey cement
K’?‘YSER' White cement
NiGDE ] .
AFYONKARAHISAR Calcium aluminate cement
Special products
ANKARA CEMENT GRINDING .
Ready-mixed concrete

AND PACKAGING FACILITY
MARMARA TERMINAL i Oneoftheworld’s top 3 white
MALATYA CEMENT PACKAGING -
FACILITY cement producers

BORSA
iSTANBUL  The shares of Cimsa are traded in Stock Exchange Istanbul.

GRI-G4 G4-4,G4-8 15
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NATIONAL
FACILITIES

Eskisehir Plant
Cement facility with the highest rate of
substitute fuel consumption in Turkey

Nigde Plant
Cimsa’s greenest plant where wildlife is
protected

Afyon Plant
Turkey’s new modern cement plant
thanks to new investments

Grey cement 1.200.000 tons/year Grey cement 817.600 tons/year Grey cement 1.865.000 tons/year
White clinker 450.000 tons/year Established in 1957 Established in 1957
Established in 1957 Acquired by Cimsain 2007 Acquired by Cimsain 2012
Acquired by Cimsain 2005
Ankara Cement Grinding and Malatya Packaging Terminal
Kayseri Plant Packaging Facility
The cleanest industrial plant in Turkey Processing and
Portland cement 85 tons/hour packaging unit 60.000 tons
Grey cement 1.098.058 tons/year grinding capacity capacity
Established in 1992 Grey cement 204.000 tons/year Cementsilo
Acquired by Cimsain 1996 Established in 5002 capacity 800 tons
Acquired by Cimsain 2005 Established in 1996
Mersin Plant
The only cement plant which can Marmara Packaging Terminal
produce grey, white and calcium
aluminate cement on the same Installed horizontal 6.000 tons
premises silo capacity ]
Bagged and
Grey cement 2.167.500 tons/year bulk cement
White clinker 1.295.400 tons/year packaging/loading 100 tons/hour
Calcium aluminate capacity
cement 45.900 tons/year Rented in 2008
Established in 1975
Acquired by Cimsain 1975

GRI-G4 G4-6
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OVERSEAS

TERMIN

USA, Germany, Italy, Spain, TRNC,
Romania, Russia

Cimsa Cement Sales North GmbH
(Germany)

Cimsa Cement Sales North GmbH operates
in white and calcium aluminate cement
marketing in North and Western Europe
under the Cimsa brand, with its bulk
cement silo of 9,000 tons. The Company’s
registered office is located in Hamburg
and provides services in Germany and

the Netherlands with various packaged
product warehouses and recycling
facilities.

Cimsa Adriatico S.R.L. (Italy)

Abrand of Cimsa, Cimsa Adriatico SRL
provides the Italian cement market -the
third largest white cement consumer in
Europe after Spain and Germany- with
four silos of 5,000 tons each at the Trieste
Port. With its advantageous location, the
terminal also offers access to Slovenian,
Croatian, Bosnia and Herzegovinian,
South East German and Austrian markets,

PRODUCT RANGE

Cimsa’s product range of
gray cement, white cement
and special products is the
fruit of the fusion of 45 years

of experience with in-depth
market analysis and know-how,
R&D power and technological
infrastructure.

ALS

all of which have a high potential for
development.

Cimsa Cementos Espana S.A.U. (Spain)
Cimsa has been operating in the Spanish
market since 1996. The company has two
terminals in the country, onein Sevilla
with two 5,000-tons silos, and the other

in Alicante with a 10,000-tons silo. It also
has a facility where white cement-added
flooring material is produced, and packing
lines with modern structures, as well as a
logistics structure.

The Alicante Terminal, one of Spain’s

most modern cement terminals, has been
marketing Cimsa white cement to Alicante,
Murcia, Valencia, Catalonia, Toledo, Madrid
and Gijon markets since 2011.

Cimsa Cement Free Zone Ltd. (TRNC)
Cimsa has been operating since 2005 in
the Turkish Republic of Northern Cyprus
(TRNC) with a terminal of a storage
capacity of 5,000 tons of grey cement
established at the Famagusta Free Port and
Zone.

= www.cimsa.com.tr/cimento

Cimsarom Marketing Distributie S.R.L.
(Romania)

Operating on the Constanza market of
Romania, the company markets Cimsa
white cement and ISIDAC 40 to Romanian
and surrounding markets.

000 Cimsa Russian CTK (Russia)
Entering the Russian market in 2008,
Cimsa operates there with its Novorossiysk
terminal whose capacity is of 7,000-tons
silo. The company supplies white cement
and ISIDAC 40 to the Russian market.

Cimsa Americas Cement Manufacturing
and Sales Corp. USA

Cimsa founded Cimsa Americas Cement
Manufacturing and Sales Corp. with a
capital of US$ 14 million in the United
Statesin 2017. The company’s field of
activity has been determined as cement
production, sales and marketing.

The investment studies for launching
production activities are still ongoing.

Grey cement standard and special products

White cement standard and special products
formulunadi.com/tr/anasayfa/

Cimsa continues to develop innovative products and to offer customized
solutions to meet the different needs of its customers by following technological
and scientific developments in the ready-mixed concrete sector.

Ready-mixed concrete standard and special products
i www.cimsa.com.tr/hazir-beton
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MILESTONES: CIMSA’S
45-YEAR-OLD SUCCESS

STORY

1972
Cimsa was founded in Mersin.

1975
Started production with a capacity of 1
million tons/year.

1988
Entered the ready-mixed concrete
sector.

1990

The world’s first interchangeable grey/
white clinker production line based on
request was introduced.

1995
A milling/packaging facility was
purchased in Kayseri.

1996

The Malatya packaging terminal

was purchased. A new white clinker
line with 600,000 tons of capacity

was introduced in Mersin. With the
addition of this production facility,
Mersin became the world’s biggest
white cement plant having the highest
capacity on the same premises.

2002
The first Calcium Aluminate Cement
was produced in Turkey.

2005

The Northern Cyprus terminal was
purchased. Kayseri Plant’s clinker line
was introduced. Standard cement was
purchased (Eskisehir Cement Plant and
Ankara Cement Grinding Facility).

2006
Romania sales office was established.

2007
Cimsa acquired the Oysa Nigde Plant.

2008

The Eskisehir second line was
introduced. With the purchase of
Bilecik Ready-Mixed Concrete, Cimsa
became Turkey’s biggest producer in
the ready-mixed concrete sector in
terms of number of facilities.

2009
The Russia terminal was introduced.

2010

Cimsa published its first sustainability
report covering the period 2007 -
2010. 60% of the shares of MEDCON
which owns the Trieste terminal were
purchased in February 2010. Cimsa
started producing the Super Bims
Cement.

2011

The HotDisc (Waste Feeding and Waste
Energy Recovery) investment was
completed at the Eskisehir Plant.

2012

51% of Afyon Cement Industry and
Trade Inc. Co. shares were purchased
on 31.05.2012 from PARCIBS.A'S,

a company of Italcementi Group.
Denizli Ugler Ready-Mixed Concrete
Facility and Agrega Operations were
purchased in December 2012.

2013

Became the first and only Turkish
company to join the Cement
Sustainability Initiative (CSI). Ratified
the United Nations Global Compact
Principles.




2014

Re-establishment of the Afyon Cement
Plant was decided with an investment
budget of 165 million USD on 21
November 2014. The Eskisehir Plant
received the TS10002 Customer
Satisfaction Management System
certificate.

2015

Cimsa was bestowed the “Social Gender
Equality at the Workplace Award” by
the Turkish Ministry of Labor and Social
Security, Department of Labor. Cimsa
announced its white cement investment
of 55 million USD at the Eskisehir Plant.

2016

Afirstin the Turkish cement sector,
Cimsa placed in the A- category and
won the “CDP Turkey 2016 Climate
Leader” Award according to the Climate
Change Report results.

~
=
e o000
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2017

With the celebration of Cimsa’s
45" anniversary, 2017 has been a
year where the new foundations of
the company’s future growth were
laid. Afyon Plant has been moved
to its newly-built modern and
green compound equipped with
state-of-the-art cement production
technology. The Eskisehir Plant’s
white cement expansion investment
and the Nigde Plant’s capacity-
Increase investment have been
completed.
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The strategic focal points of Cimsa
are maintaining its competitive
production power, continuing to
grow and creating added value.

Cimsa believes that sustainability has an
important role in the journey to reaching
these goals and thus, it carries out its
activities with this perspective. The
strategy of Cimsa guides its decision-
making processes in all operations at

all levels in Turkey and abroad. Strong
financial and operational performance is
only a part of the total output for Cimsa.
Cimsa acts by considering the outputs
derived from the interactive relationship
that it built with its stakeholders and its
impact on society in the widest sense.

is integrated outlook, behavior
hd exegution style makes it possible
maintain competitive

production power, continue its growth
and create value” and helps it reach its
short, medium and long-term goals.

In line with its master strategy and the
priorities it has set for 2017, Cimsa has
determined the following topics as “main
value creation elements”:

¢ Economic Performance

* New Product and New Market
Development Through R&D and
Innovation

¢ Energy Efficiency

¢ Creation of Economic Values
Through Environmentally-
Profitable Investments

¢ Human Development
¢ Management of Risks
and Opportunities.

In the framework of value creation
elements, Cimsa has defined the main

CiMSA 2017 INTEGRATED ANNUAL REPORT | STRATEGY AND STAKEHOLDERS

targets that will shape its success in the
short, medium and long term.

The year 2017 is a milestone in terms

of the maturation of the integrated
perspective and of the redetermination
of main target programs in a format that
will contribute to the company’s wholistic
success.

This main framework ensures the
execution of Cimsa’s value creation

chain that serves Cimsa'’s 6 different
capital elements and that is aligned to
the company’s strategy and business
model, in a manner that promotes the
participation of all departments in team
spirit. In the scope of works carried out
based on wholistic integrated governance
principles, Cimsa’s primary stakeholders’
expectations and needs are taken into
consideration and the sustainability

of activity cycle based on a win-win
approach is ensured.

Theyear 2017 is a milestone in terms
of the maturation of the integrated
perspective and of the redetermination
of main target programs in a format
that will contribute to the company’s

wholistic success.
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CIMSA’S STRATEGY AND VALUE CREATION PROCESS

CiMSA’S PRIMARY THEMES
BEING HUMAN-ORIENTED

e CUSTOMER SATISFACTION AND

MARKET FOCUS
*  SUCCESSBASED ON Iﬂh§Op1‘f7yo(; r:Isaan:aI: r?]rc‘)\llte;e'dntfw‘g;fc:/?nplgll;:? t.o its new compound
ECONOMIC PERFORMANCE ’ P ’

Apart from the new facility’s outstanding technological and environmental features,

e SUSTAINABILITY the advantages at the disposal of its employees reflect the high level which Cimsa has
reached in terms of production and management.




Cimsa integrates these capital
components into its corporate strategy
and executes a balanced business
model which can go beyond financial
sustainability.

6 different capital groups point to the

channels through which Cimsa’s strategy

produces long-term added value for its
stakeholders.

During Cimsa’s business model
constitution process, parallel priorities
have also been fixed along with the

6 value creation components. In this
context, Cimsa’s primary themes have
been gathered under 4 main banners.

* Being human-oriented

» Customer satisfaction and being
market-oriented

* Success based on economic
performance

» Sustainability

The company conducts studies for each

priority in the framework of the operation

model it has established, and creates

value for the relevant stakeholder group.

Relationship of Cimsa’s 4 priorities with
the value production cycle

* Cimsa considers human being the
highest value. In terms of employees
and suppliers/subcontractors who
constitute the company’s primary
stakeholders, the creation and
maintenance of a work environment
thatis in line with occupational
health and safety requirements and

thatis based on communication and
development-oriented management
principles represent our main goals.
Employees competence, knowledge
and skills are increased through
development programs; in this way,
all Cimsa employees participate in
Cimsa’s journey to reaching its goals.
An R&D and innovation-oriented
approach is the main source of
strength from which Cimsa manages
its customer satisfaction and focuses
on the market. Cimsa targets a
management of customer service
processes that will ensure superior
product and service quality by
developing new products that will meet
customers’ needs and expectations.

Cimsa considers economic
performance-based success as a
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priority. In this context, the company
integrates its studies of excellence to
all of its activities and adopts efficient
financial management, working
capital management, production
management and purchasing and
logistics management as value adding
tools.

Under the banner of sustainability,
Cimsa ensures that all adequate
management-audit-control principles
are spread to all processes of the
company and hence, it reinforces its
image as a company that pursues

its existence in the cement sector
with outstanding applications and a
strong stance. Cimsa conducts studies
which aim at a green environmental
management which is fully aligned
with the law and is climate change-
conscious.

An R&D and innovation-oriented
approach is the main source of
strength from which Cimsa manages
its customer satisfaction and focuses
on the market.

23
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CIMSABUSINESS o

< OUR GOAL

M QQ. To become an international
O D E I_ o cement and construction
materials company which leads

the industry for a livable future

OUR PRIORITIES
MAIN STAKEHOLDERS
WE PROVIDE BENEFIT
« Increase of competency, knowledge and + Development of new products that will

THE VALUE skill of employees through development satisfy the needs of customers

programs + Management of operation and customer
WE C REATE + Awork environment and culture in line support processes so as to ensure superior

with Occupational Health and Security quality of product and service

requirements
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OUR MISSION

To create value for all our
stakeholders as a company that
swiftly produces solutions to
our customers’ and employees’
differing needs in an ever-
changing world with products
and services we have developed
with our business partnersin
order to ensure sustainability of
growth

» Effective financial management + Acompany profile that preserves itself

« Effective net working capital management in the cement industry with outstanding

« Efficient production operations and applications and a strong stance.
management + An environmental management in line

« Effective purchase and logistics with legal regulations and sensitive to
management climate change.

Cimsa’s Stakeholders
4 Customers (Dealers and Users) 2 Shareholders and Investors §#f§§ Local People and Public Opinion

@& Personnel & Suppliers and Subcontractors % Public institutions

25
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THE VALUES CREATED BY
CIMSA AND ITS GOALS

Concerned The Capital The Value .
.. P Concerned Stakeholders Main Target
Priority Factor Factor
Ensuring that Cimsa gains new development models and
lﬁuﬁl A, D, E o that all personnel benefit from all training and development
opportunities available within the scope of their career plans.
vae Reaching a level of zero occupational accidents through
Being human- Lk A D E eo’o% programs aimed at increasing and improving the OHS Culture
oriented vae Harmonizing the OHS Management Systems of suppliers and
e A D E eo’o% subcontractors with Cimsa’s.
Development and dissemination of the Children of Summer
D, E [ F % Project organized for children as part of Cimsa’s main social
Om'll‘i'll“ll‘i responsibility project focus: children
Development of non-available new products according to
.\li A B,DE 05&0’0 customer and market needs and leading the industry with new
products.
Ensuring the organizational diffuseness of know-how
information developed through the R&D center so as to run all
> ~ ® n p g
Customer .I’ A.B,DE Ooa Cimsa business processes in a way that will satisfy customers

satisfaction and
being market-
oriented

Success based
on economic
performance

Sustainability
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G4-DMA, G4-EC7, G4-EC8, G4-EC9, G4-PR1

and be market-oriented.

Management of operation and customer support processes so
as to ensure superior quality of product and service

Conducting joint projects with Cimsa stakeholders (universities,
non-governmental organizations and customers)

Improvement of energy and environmental performances with
new technological facility investments

Ensuring sales and profitability maximization with white cement
and other special products

Optimization of production costs with the use of alternative fuels
and raw materials, reduction of natural resources consumption

Reducing greenhouse gas (GHG) emission

Possession of footprint certificates of international standards
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Cimsa’s Value Factors

A Economic Performance C Creation of Economic Values Through Energy E Management of Risks and Opportunities

B New Product and New Market Development Through

Cimsa’s Stakeholders
4 Customers (Distributors and Consumers)

< Be

& Employees

Shareholders and Investors

Suppliers and Subcontractors

Efficiency and Environmentally-profitable Investments
R&D and Innovation D Human Development

§#¥#%  Local People and Public Opinion
g8 Public Institutions

Key Performance Indicators

The X + 5 Target/Project

Percentage of Cimsa Management Path and Career Kitchen
trainings completion

Rate of accident frequency and severity
Rate of accident frequency and severity

Rate of implementation of the project in provinces where Cimsa
operates

* Number of cement types developed
* Number of cement types commercialized

» Development of a portal accessible by all Cimsa members
* Number of publications created by R&D in the portal
* Number of monthly R&D sharing meetings

* Number of customer visits throughout the year
* Number of customer technical support expectations met
» Number of complaints solved with R&D support

» Number of common projects with universities
* Number of projects realized with NGOs
* Number of common projects with customers

» Number of investments carried out as a result of a R&D
project aimed at decreasing specific electrical and thermal
energy consumption and rate of improvement reached

» Number of investments carried out as a result of projects
aimed at decreasing pollution load and rate of improvement
reached

* Number of investments carried out as a result of a R&D
project aimed at decreasing carbon footprint value and rate
of improvement reached

» Rate of increase in demand of special products resulting from
improvements

» Rate of decrease of costs of special products resulting from
improvements

* Alternative fuels consumption rate
* Alternative raw materials consumption rate

Rate of reduction in the CO,emission generated for each ton of
product

Ensuring the continuity of the ISO 14046 Water Footprint
Certificate and of necessary verification studies

GRI-G4 G4-DMA, G4-EC7, G4-EC8, G4-EC9, G4-PR1

100%

Reducing the rate of accident frequency with day loss below 3
Reducing Cimsa’s accident severity rate below 0.15

Reducing the rate of accident frequency with day loss below 3
Reducing Cimsa’s accident severity rate below 0.15

In the next 5 years, implementation of the Project during at
least one term in provinces where Cimsa operates

Production of planned special cement types

Completion of internal/external R&D trainings with Cimsa
Academy

Systematization of customer trainings within Cimsa Academy

Ensuring reciprocal development by creating a pool of Turkish
and foreign instructors who could teach in Cimsa Academy

Decrease of specific electrical and thermal energy
consumption by 5%

Increase of use of special products in national and
international markets by developing new application areas

Completion of necessary investment needs and supply of at
least 10% of the total thermal power of Cimsa plants

Reduction of greenhouse gas in accordance with legislation

Obtaining the ISO 14064 Carbon Footprint Certificate

27
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BUSINESS MODEL-
PERFORMANCE OF THE

YEAR 2017

Financial Capital

/“/ Operating cost of 879 million TRY

Use of 7.3 million tons of natural raw
material
Electricity and thermal energy input of
20.036T)
106 million USD worth of plant
investment expenditure
1.8 million USD worth of ready-
mixed concrete facility investment
expenditure

Intellectual Capital
11 R&D employees
1.74 million TRY worth of R&D
expenditure
3 new patent applications during
reporting period
1 participation to the
Horizon 2020 Project

<

Human Capital
Number of Personnel: 1.027
Number of female employees: 54

=ille
=
=ile

Social and Relational Capital
Number of Local Supplier Companies:
33.911
22 Press Release and 2 Press
Conferences

3

Natural Capital
Alternative Raw Material Consumption
of 173.979 tons
Alternative Fuel Consumption of
76.506 tons and Rate of Alternative
Fuel Consumption of 8.7%

s
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Trade Cycle




GRI-G4

G4-9

Financial Capital

1,490 million TRY of net sales
income

247 million TRY of net profit
384 million TRY of EBITDA

385 million TRY of net working
capital
192 million TL of dividends
123 million USD of export

Intellectual Capital

Procuration of 1 patent during
reporting period

7 new R&D projects conducted
during reporting period
11 national, 3 overseas
publications

Human Capital

58,347 people x total training
hours, 42,658 people x OHS
training hours

Outputs

Natural Capital

Saving of 20,808 tons of
CO,/year thanks to the
production of electricity from
waste heat

Material recovery of 16,681
tons of non-hazardous waste,
energetic recovery of 19,550 tons
of non-hazardous waste

Water recovery of 31,450 m?

Rate of packaging waste recovery:
54%
Zero environmental sanctions
Environmental investment and

management expenditure of 26.8
million TRY

339 people x hours of
environmental training
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5.3 million tons of grey cement
production

1.1 million tons of white cement
pro