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Rating and Executive Summany.
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EXECUTIVE SUMMARY

Tlrk Traktoér ve Ziraat Makineleri A.S (Turk Traktor) is rated with 8.50 as a result of
the Corporate Governance study done by SAHA. Details of this study are presented
in the following chapters as main sections and sub-sections. Our rating methodology
(page 5) is based on the Capital Markets Board’s (CMB) “Corporate Governance
Principles” (the Principles). Ratings of main sections and sub-sections are disclosed
separately.

Under the Shareholders heading, Tlrk Traktdér scored 8.05. Having no limitations
for voting rights, presence of an active investor relations department, conducting
general shareholder meetings in compliance with the country’s rules and regulations
and implementing a well established dividend payment policy are positive aspects.
On the other hand, privilege in nominating board members, having certain
limitations over the transfer of the shares , lack of cumulative voting rights and lack
of individual shareholders’ right to appoint an independent auditor is observed to be
areas which need further improvement.

Tlark Traktér attained 9.09 under the Public Disclosure and Transparency
chapter. For this purpose, Tlrk Traktér has a well organized and informative website
in addition to the public announcements done in accordance with the CMB and ISE’s
rules and regulations. As apposed to these positive features, the lack of disclosure
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about the company’s ultimate individual shareholders as identified after being
released from indirect or cross shareholding relationships, stands out as an area for
further refinement.

On the topic of Stakeholders, Tirk Traktdér has broadly complied with the CMB
Principles apropos company policy regarding stakeholders, protection of company
assets, human resources policy, ethical principles, social responsibility, and relations
with the customers and suppliers and scored a well deserved 9.76. The dominant
factors that were effective in reaching our conclusions are; the company acted with
good will both in cases that are related to protecting stakeholders’ rights provided by
law and in cases in which the stakeholders’ rights are not protected by law.

From the perspective of the Principles regarding the Board of Directors, Tlrk
Traktor's tally is 7.38. There is a well communicated company mission and vision; a
board that consists of broadly experienced, competent, suitably educated individuals
of high ethical standards; and no executives in the board. However, the lack of
independent members in the board and therefore in committees; existence of
privileges of controlling shareholders in the nomination of board members, and the
lack of cumulative voting system procedures remain to be potential risk factors for
investors.

DISCLAIMER

This Corporate Governance Rating Report has been prepared by Saha Kurumsal Yonetim ve Kredi
Derecelendirme A.S. (SAHA Corporate Governance and Credit Rating Services, Inc.) based on
information made available by Tirk Traktor ve Ziraat Makineleri A.S. and according to the Corporate
Governance Principles by the Turkish Capital Markets Board as amended on 2005.

This report, conducted by SAHA A.S. analysts and based on their best intentions, knowledge base and
experience, is the product of an in depth study of the available information which is believed to be
correct as of this date. It is a final opinion about the degree of sensitivity of a company to its
shareholders’ and stakeholders’ rights, its commitment to public disclosure and transparency, and
conduct and credibility of its board of directors.

The contents of this report and the final corporate governance rating should be interpreted neither as
an offer, solicitation or advice to buy, sell or hold securities of any companies referred to in this report
nor as a judgment about the suitability of that security to the conditions and preferences of investors.
SAHA A.S. makes no warranty, regarding the accuracy, completeness, or usefulness of this
information and assumes no liability with respect to the consequences of relying on this information
for investment or other purposes.

SAHA A.S. has embraced and published on its web site (www.saharating.com) the IOSCO
(International Organization of Securities Commissions) Code of Conduct for Credit Rating Agencies and
operates on the basis of independence, objectivity, transparency, and analytic accuracy.

© 2008, Saha Kurumsal Yénetim ve Kredi Derecelendirme A.S. All rights reserved. This publication or
parts thereof may not be republished, broadcast, or redistributed without the prior written consent of
Saha Kurumsal Yonetim ve Kredi Derecelendirme A.S. and Turk Traktor ve Ziraat Makineleri A.S.




Rating Methodology,

SAHA’'s methodology for rating the
degree of compliance with the
Principles of Corporate Governance is
based upon the CMB’s Corporate
Governance Principles released on July
2003, as revised on February 2005.

The CMB based these principles on the
leading work of The World Bank,
Organization of Economic Cooperation
and Development (OECD) and the
Global Corporate Governance Forum
(GCGF), which has been established in
cooperation with the representatives of
these two organizations and private
sector. Experts and representatives
from the CMB, the Istanbul Securities
Exchange and the Turkish Corporate
Governance Forum have participated
in the committee that was established
by the CMB for this purpose;
additionally many qualified
academicians, private sector
representatives as well as various
professional organizations and NGOs
have stated their views and opinions,
which were added to the Principles
after the required evaluations.
Accordingly, these Principles have
been established as a product of
contributions of all high-level bodies.

Within the Principles, “comply or
explain” approach is wvalid. The
implementation of the Principles is
optional. However, the explanation
concerning the implementation status
of the Principles, if not detailed
reasoning thereof, conflicts arising
from inadequate implementation of
these Principles, and explanation on
whether there is a plan for change in
the company’s governance practices in
the future should all be included in the
annual report and disclosed to public.

The Principles consist of four main
sections: shareholders, public
disclosure and transparency,
stakeholders and board of directors:

On the foundation of these Principles,
SAHA Corporate Governance Rating
methodology features over 350 code
criteria. During the rating process,
each criterion is evaluated on the basis
of information provided by the
company officials and disclosed
publicly. Some of these criteria can be
evaluated by a simple YES/NO answer;
others require more detailed analysis
and examination.

SAHA assigns ratings between 1
(weakest) and 10 (strongest). In
order to obtain a rating of 10, a
company should be in full and perfect
compliance with the Principles (see
Rating Definitions, p.19).

In compliance with the CMB’s directive
and to reach an overall Corporate
Governance Rating, SAHA allocates the
following weights to the four main
sections of the Principles:

Shareholders: %25

Disclosure and Transparency: %35
Stakeholders: %15

Board of Directors: %25

To determine the final overall rating,
SAHA utilizes its proprietary
methodology which consists of sub-
section weightings and weightings for
the criteria there under. A separate
rating is assigned to each one of the
main sections as well.



Company Overview

Turk Traktor ve Ziraat Makineleri A.S
CHAIRMAN
e - Turgay DURAK
GENERAL MANAGER
Tl.l rk Traktor Marco VOTTA
CFO
Memet ilkan KAMBER

Investor Relations Department
Ilkiz Karagullt

Gulvercin Yolu, 111-112, Gamze Nerse
06560 Gazi, Ankara Tel: (0 312) 233 25 02 Fax:(0 312) 233 33 73
www.turktraktor.com.tr ilkizk@turktraktor.com.tr

gamzen@turktraktor.com.tr

Following the merger between TirkTraktér and New Holland Trakmak at 2008, in
order to equalize the shares held by Ko¢ Group and CNH at the Company, Kog
Holding shares which equals to 1.4% and Temel Ticaret ve Yatirrm A.S. shares
which equals to 0.9 % of Company’s capital, were sold to investors in the stock
exchange at October 15, 2010. Temel Ticaret ve Yatirrm A.S. shares which equals to
1.2% of capital were bought by Kog¢ Holding A.S. Following these transactions, Temel
Ticaret has no shares in the Company’s paid-in capital.

The registered capital of the company is 250.000.000 TL and paid-up capital on the
other hand is 53.369.000 TL.

Capital Structure and Shareholding

Shareholder Group Amount (TL) Percentage |

Kog Holding A.S. A Group Holder 20.013.375,00 37,50

CNH Group B Group Holder 20.013.375,00 37,50

Public C Group Holder 13.306.858,59 24,93

Other Shareholders C Group Holder 35.391,41 0,07
53.369.000,00 100,00

Turk Traktér shares are traded at the Istanbul Stock Exchange (ISE), and are a
constituent of ISE 100 (XU100), ISE 100-30 (XYUZO), ISE Corporate Governance
(XKURY), ISE All (XUTUM), ISE National (XULUS), ISE Industrial (XUSIN), ISE Metal
Goods and Industry (XMESY) and ISE Ankara (XSANK) indices.

The effects of drought and economic crisis in the years of 2007, 2008 and 2009
disappeared and the manufacturing figures reached to historical levels. TurkTraktor
broke a record in the sector with a great success by reaching the manufacture of
28,348 tractors and sale of 28,940 tractors in 2010.

In accordance with the legislation announced in Turkey last year and in parallel with
the harmonization with the EU, conversion from Tier2 engines to Tier3 engines in
tractors became obligatory as of 01.01.2011. These environmental friendly engines
will strengthen the productivity and efficiency of the tractors, when properly



designed and implemented. TlrkTraktér as a company reached EU standards in
terms of engine quality and has completed the update of all tractors less than 100HP
in the domestic market through the necessary R&D and manufacturing investments.
This was achieved via its publicly certified R&D center, and are now ready to
manufacture engines in compliance with Tier3 emission level in all segments.

BOARD OF DIRECTORS

Name Title

Turgay DURAK Chairman

Franco FUSIGNANI Vice Chairman
Kudret ONEN Member

Marco VOTTA Member & General Manager
Temel Kamil ATAY Member

Memet Ilkan KAMBER Member & CFO
Alessio BERRETTA Member

Eduardo TEODORANI - FABBRI Member

In 2010, the domestic turnover of TlrkTraktor, the market leader with New Holland
and Case IH brands, reached to 878 million TL. In the foreign market, export
revenue was 315 million TL with sales of 8,938 tractors and 5,280 transmissions.

The sales and profitability profile of Tlrk Traktor are as following:

(million TL) 2009 2010

Sales 667,7 1.193,4
Gross Profit 104,1 318,7
Operational Profit 53,0 218,5
Income Before Tax 36,7 222,6
Net Income 30,9 179,7

The major Balance Sheet figures of Tiurk Traktér are as following:

(million TL) 2009 2010

Current Assets 538,6 739,3
Non-current Assets 174,6 146,9
Total Assets 713,2 886,2
Current Liabilities 308,1 369,4
Non-current Liabilities 104,3 48,6
Equity 300,7 468,2
Total Liabilities 713,2 886,2

The registered personnel number of the company by December 31st, 2010 is 1,817
and 353 of this number is officers and administrators, 1,464 workers



SECTION 1: SHAREFGLDERS

SHAREHOLDERS: B0.46

SYNOPSIS
+ There is a shareholder relations
unit

General shareholders’ meetings
are conducted in compliance
with the CMB's rules and
regulations

+ Dividend policy is defined

+ Equal treatment of shareholders

Preparation and disclosure prior
+ to general shareholder meetings
are satisfactory

+ Voting rights are facilitated
+ No upper limit in voting rights

Limitations in transfer of shares
= but these work for the benefit of
the company and are fair

Advanced dividend payment
policy is included in the articles of
association; however, there has
been no execution up to date.
Shareholders do not have the
right to request appointment of
special auditors from the general
shareholder meeting

- Minority rights are not defined

Privileges in nominating board
members and auditors

Lack of cumulative voting
procedures

The Shareholder Relations Unit under
the control of Assistant General
Manager responsible from finance
department is managing the relations
with the shareholders. The
performance of the unit is satisfactory.

That the shareholder’'s number of
votes is not subjected to a ceiling limit
is in compliance with “Corporate
Governance Principles”.

All information required to exercise
shareholders’ rights in a sound manner
is made available to all shareholders
via the company’s web site, via mail
and telephone. However, there still is
not a provision that is included in the
articles of association to allow each
shareholder to have the right to
request from the general shareholders’
meeting that a special auditor s
appointed for the examination and
clarification of a specific material
situation. Cumulative voting procedure
is not adopted either.

There are no ceilings applied on the
number of votes that a shareholder
may exercise and one share is one
vote. The right to vote is automatically
granted once the share is acquired.
However, the A and B group of shares
have the privilege to nominate board
members and auditors.

The conduct of the general
shareholders’ meeting was in
compliance with the existing legislation
and serve to enable shareholders to
exercise their rights in a most efficient
manner. The general shareholders’
meeting is conducted in accordance
with the legislation, the corporate
statute and other inter-company
regulations. The information submitted
before the general shareholders’
meetings were adequate and the way
the meetings were conducted was in a
manner to facilitate the shareholders’
rights.

There is no provision in the articles of
association to maintain that decisions
which change the management



structure of the company and the
composition of company assets should
be adopted in the general
shareholders’ meeting.

The company has a clearly defined and
consistent dividend policy, and this
policy is disclosed to the public. The
dividend distribution proposal included
all the information that a shareholder
may need. Actual distribution of
dividends took place within shortest
time after the general shareholders’
meeting.

Although there are provisions in the
articles of association that limits the
transfer of group A and B shares, the
purpose of these limitations is to
protect the present management
structure. There are some other
mechanisms in the articles of
association that enable group A and B
shareholders to transfer their shares
fairly.

1.1. Facilitating the Exercise of
Shareholders’ Statutory Rights:

The Shareholder Relations Unit is
managing the relations with the
shareholders. The responsible people
are Ilkiz Karagilli and Gamze Nerse.
The staff is experienced and displays a
proactive approach, genuine
willingness to improve the
implementation of Principles.

The department keeps shareholder
records appropriately; answers
inquiries and requests (other than
those that are considered as “Trade
Secret”); conducts general
shareholders meetings in compliance
with related legislation, articles of
association and company procedures;
prepares the documents prior to the
general shareholders meeting;
documents the voting results and
submits them to the shareholders.

1.2. Shareholders’ Right to Obtain
and Evaluate Information:

All information required to exercise
shareholders’ rights in a sound manner
is submitted to shareholders via the
comprehensive website
(www.turktraktor.com.tr) and via
telephone or mail. Shareholders are
able to access this information at the
company headquarters too. Company’s
web site is open to every one and
there are no obstacles such as
passwords, limited entrance etc.
Shareholders’ right to obtain
information is set forth within the
framework of the Disclosure Policy in
detail.

Having no provision that allows each
shareholder to have the right to
request from the general shareholders’
meeting that a special auditor is
appointed for the examination and
clarification of a specific material
situation is an area of further
improvement.

1.3. Minority Rights:

In terms of minority rights; there is
not an enlargement of the scope of the
minority rights that are given by the
CMB’s (Capital Markets Board) and
TCC's (Turkish Commercial Code) rules
and regulations.

The fact that the cumulative voting
procedure, which enables minority
shareholders to send their
representatives to the board, is not
incorporated in the articles of
association is another area that needs
improvement.

Voting rights of foreign investors are
suitably facilitated. Representatives of
various global funds attend the general
shareholders’ meetings and use their
voting rights. There are no ceilings
applied on the number of votes that a
shareholder may exercise and one
share is one vote.



There are provisions in the articles of
association regarding the privileges on
voting rights; only holders of group A
and B shares can nominate (4 each)
board members. Likewise, auditors are
nominated by group A and B shares.

1.4. The Right to Participate in the
General Shareholder Meeting:

The general shareholders’ meeting
announcement was published 3 weeks
prior to the meeting in two high
circulation and nation wide
newspapers and announced on the
web site. The related department
accepts requests for participation in
the general shareholders’ meeting in
accordance with the existing rules and
regulations.  Announcements were
satisfactory in terms of contents and
timing.

The following items were clearly
indicated in all announcements prior to
the shareholder meeting: date and
time of the meeting; without any
ambiguity exact location of the
meeting; agenda items of the meeting
together with all necessary informative
documents; should an amendment on
the articles of association be discussed
within the agenda, the old and new
versions of the related
provision/provisions of the articles of
association as approved by the
relevant authorities; the body inviting
the general shareholders’ meeting; the
place where annual report, financial
statements and other meeting
documents can be examined.

In order to ensure the highest level of
participation, all registered shares are
recorded (taking into account of the

records of legal custodians and
likewise institutions) in the share
ledger.

The Board prepared all the documents
(including the Informative Document
of the agenda) related to the meeting,
and clearly stated where and when
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these documents can be examined by
the shareholders. Financial statements
and reports including the annual report
and all other related documents
pertaining to the agenda items were
made available at the headquarters of
the company 3 weeks before the
meeting.

The purpose and content of the
information released prior to the
general meeting are clear, informative
and pertinent to the agenda items so
as not to lead to any potential
misinterpretations.

Prior to the meeting, proxy forms are
announced for those who will appoint a
proxy for the meeting and open to use
of shareholders in compliance with
regulations.

Voting procedure is announced prior to
the meeting and there is a clause
about this procedure in the articles of
association.

The general meetings are executed
according to the procedures and the
chairman conducts the meeting
efficiently on fair grounds.
Shareholders are provided with equal
opportunities to express their opinions,
and raise any questions. The votes
are counted and results are announced
before the end of the general meeting.
According to the
Governance

Corporate
Principles, board
members, auditors and authorized
persons who are responsible for
preparing the financial statements and
persons who are in a position to inform
shareholders about peculiar agenda

items should all participate in the
meeting. However, 5 out of 8
members were not present in the

general shareholders’ meeting. The
chairman of the meeting announced
the reasons for absence of those
persons. Since the ex board was re-
elected in full in the last general
shareholders’ meeting, the information



about the candidates provided in the
annual reports accepted as sufficient

and no verbal information was
provided during the general
shareholder meeting. Nevertheless,

there is no clause in the articles of
association that states the minimum
amount of information to be given
about the candidates.

During the general shareholders’
meeting, the audit firm explained
whether  or not the financial
statements and other financial reports
such as capital adequacy table comply
with the current principles and
standards; declared that the
statements and reports truly and
completely reflect the real status of
the company; and stated whether or
not there are any issues hindering the
independence of the external auditor
company.

The articles of association of the
company do not include a provision to
maintain that decisions, regarding the
division and allocation of shares which
changes the capital and management
structure of the company and the
composition of the company’s assets;
and the sale, purchase or lease of
tangible/intangible assets or grants in
significant amounts; the issuance of
guarantees like pledges and
mortgages in favor of a third person
are adopted in general shareholders’
meeting. The fact that above duties
are given to the board by the articles
of association is an area that needs
improvement.

1.5. Voting Rights:

There are no ceilings applied on the
number of votes that a shareholder
may exercise during the general
shareholders’ meeting. Each
shareholder is provided with the
opportunity to exercise his/her voting
right in the most appropriate and
convenient way. The right to vote is
automatically granted once the share
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is acquired. There are no obstacles on
the voting of institutional and legal
representatives. Procedures of voting
are announced to shareholders prior to
the general meeting. Voting was
conducted through open ballot and by
raising hands during the general
shareholder meeting.

There are provisions in the articles of
association that grant privileges to the
group A and B shares. Board members
can only be nominated by group A and
B shares. Group C shares, which are
mainly public (24.93 %), can not
nominate any members to the 8
person board. Auditors are also
nominated by the group A and B
shares.

Having no obstacles on the voting of
institutional and legal representatives
is a positive point in terms of
corporate governance principles. The
board has a good |level of
communication with the institutional
representatives.

1.6. Dividend Rights:

Dividend policy is disclosed to the
public in the annual report presented
to the shareholders in the general
meeting. The dividend policy is : as a
matter of principle, providing for the
distribution of the dividends to the
shareholders in the ratio of %60 of the
after tax profit.

The annual profit, amount and sources
of distributable profit dividend policy;
the criteria according to which the
board prepare dividend distribution
proposal; dividend to be paid to each
share, while indicating different groups
of shares; location, time and terms of
payment for dividends; and all other
relevant information are announced to
the shareholders at the general
shareholders meeting. On the other
hand, by taking into consideration any
indirect shareholder relationships, the
amount of dividends due to be paid to



real persons who own a significant
portion of distributable profit are not
included in these documents.

Actual distribution of dividends took
place within shortly after the general
shareholders meeting.

Although the articles of association of
the company include provisions
regarding advance dividend payments,
there has been no execution up to
date.

1.7. Transfer of Shares:

The articles of association of the
company contain certain provisions
that impede the transfer of shares. We
understand that these provisions aim
to protect the capital and management
control of Group A and Group B
registered shares. Group C public
registered shares, however, can be
freely transferred. The above
limitations aim to protect the existing
management structure of the
company, yet rights of shareholders
who wish to transfer their shares are
also protected in the articles of
association.

Other than these limitations which are
explained in detail and are fair, there
are no other arbitrary provisions that
may contain certain provisions that
impede the transfer of shares.

1.8. Equal Treatment of
Shareholders:

All shareholders, including minority
shareholders and foreign shareholders
are treated equally.

We have detected no incidence of any
shareholder acting with the intention
of harming other shareholders and the
company, unless aimed at protecting
his/her own justified interest
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SECTION 2: PUBLIC DISCLOSURE ANDITRANSEARENCY

PUBLIC DISCLOSURE
and TRANSPAREMNCY: 90.93

SYNOPSIS

Comprehensive web site,
4+ actively used for public
disclosure

Dividend policy detailed in the
+  articles of association and
disclosed to public

Periodical financial statements
comply with the legislation

Unilateral declaration of the
board of directors, which covers
information about whether or
not the principles are being
properly applied is included in
the annual report

Disclosure about developments
that may affect the value of the
company complies with the
legislation

The concept of trade secret
defined

Information policy established,
+ and presented to the
shareholders

Ethical rules exist and disclosed
to public.

Ultimate controlling individual
shareholders are not disclosed

Remuneration of executives are
not disclosed

TURK TRAKTOR is performing well
above the country averages in terms
of public disclosure and transparency.
Performance of the company in terms
of “Relations with Shareholders and
Investors” are satisfactory,
comprehensive and informative. The
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company has published its information
policy and ethical rules documents and
confirmed its commitment to the
issue. Furthermore, the company has
a well arranged, easy to access and
informative web site and tries to
inform the public by any means
available. The scope and content of
the information disclosed are in
compliance with the rules and
regulations of the CMB and the ISE.

The company’s periodical financial
statements and their footnotes are
prepared in compliance with the
international accounting standards.
The footnotes of the periodical
financial statements include all off-
balance sheet transactions, liquidity of
the company, investment
expenditures, and all factors that
would affect the relations of the
company with other natural persons
and legal entities which are not within
the scope of consolidation.

Both the annual report and the
periodical financial statements are
signed by the responsible board
members and executives indicating
that the current periodical financial
statements completely reflect the true
financial status of the company and
disclosed to public.

The audit firm is suggested by the
audit committee and the final decision
is made by the board and than
presented to the general meeting. The
external audit firm chosen by the
company is a well known and
reputable firm and there has been no
legal conflict between the company
and the external audit firm.

A list of the names of executives and
other persons who can potentially



possess price-sensitive information are
prepared and disclosed to public.

However not disclosing the list of
ultimate controlling individual
shareholders after being released from
indirect or Cross shareholding
relationships between co-owners, is
not in line with corporate governance
principles.

2.1. Principles and Means for
Public Disclosure:

For the task of public disclosure (Public
Disclosure Platform), Mr. Memet ilkan
Kamber, Ms. Ayse Pinar Akyildiz, and
Ms. ilkiz Karagilli are designated as
the authorized user and signatories.
Investor relations unit is responsible
for all public disclosure tasks.
Investors, financial analysts, media
officers and other related inquirers are
directed to this unit.

The company’s information policy
covers category of information to be
disclosed to the public in addition to
the requirements of the relevant
legislation; form, frequency and
methods of disclosure; the frequency
at which the board and the executives
would confront the press/media; the
frequency at which meetings for public
disclosure would be conducted; the
method to be adopted in order to
answer the questions submitted to the
company; the type of information to
be discussed at the general
shareholders” meeting and other
relevant issues.

Should there be a significant change in
the financial status and/or operations
of the company, or in case of an
expectation of such a significant
change in the financial status and/or
operations in the future, this
information is disclosed to the public,
save for the relevant provisions of
legislation.
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Information about whether or not
corporate governance principles are
being properly applied, if these
principles are not being applied, the
reasons for such non-application and
all possible conflicts of interest due to
the improper adoption of the
principles, are included in the annual
report and disclosed to public,
together with corporate governance
compliance report.

The dividend policy is detailed in the
articles of association of the company;
Item 37 “Profit Determination and
Distribution”, and also included in the
annual report of the company and
publicly announced within the
framework of the public information

policy.

The ethical rules of the company are
extended to encompass the ethical
responsibilities of the board of
directors and disclosed to public.

The company’s website is actively used
as a means of public disclosure and it
is easily accessible. The website is also
prepared in English for foreign
investors. The information disclosed to
the public is available on this website
which is configured and designed
accordingly. The company takes all the
necessary precautions in order to
prevent any modifications on the
information displayed on its website.

Significant information is published on
the company’s website. These include
trade register information; Ilatest
information about the shareholder and
management structure; detailed
information about preferred shares (in
the articles of association); the final
version of the company’s articles of
association together with date and
numbers of the trade register gazettes
in which amendments are published;

special events disclosures; annual
reports, periodical financial
statements, prospectuses and
circulars; agendas of the general



shareholder meetings and list of
participants and minutes of the
general shareholder meeting; form for
proxy  voting at the general
shareholder meeting; and minutes of
the important board meetings which

may affect value of capital market
instruments.
The company’s website also

emphasizes the announcement of the
planned general shareholder meeting,
agenda items and informative
documents thereof, other information,
documents and reports on the agenda
items and information on methods of
participation in the general
shareholder meeting.

The company’s web address is printed
in the company’s letterhead and the
criteria regarding the use of the
company’s website is included in the
company’s information policy.

In addition to disclosing information as
required by the |legislation, the
company makes every effort to
publicly disclose any information that
may affect decisions of shareholders
and investors.

The information policy document of
the company do not include provisions
for the disclosure of information about
all commercial and legal transactions
between the company and companies
and real persons who are directly or
indirectly related to the company with
respect to capital, management and
audit.

2.2. Public Disclosure of Relations
Between the Company and Its
Shareholders, The Board of
Directors and Executives:

In case of an individual or group
reaches, exceeds or falls below the
thresholds of 5, 10, 25, 33, 50 and
66,67% of total share capital or voting
rights, the company discloses such
information immediately upon being
informed thereof, except otherwise
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required under relevant legislation.
The company’s public disclosure policy
is in accordance with current CMB and
ISE legislations.

The company’s ultimate controlling
individual shareholder or shareholders
are not disclosed to the public, as
identified after being released from
indirect or Cross shareholding
relationships between co-owners.

Similarly, the company’s capital
structure is not presented in table
format that would include the names
of the ultimate controlling individual
shareholder/s (names of the real
personalities), amount and proportion
of their shares and their share class
and such a table is not incorporated
into the annual report and financial
statement footnotes.

During the rating period, shareholders
did not engage in any voting
agreements in order to be effective
within the company’s management.
The company did not purchase its own
shares from the ISE during the same
period.

2.3. Periodical Financial Statement
and Reports in Public Disclosure:

Periodical financial statements and
footnotes are prepared in accordance
with the current legislation and

international accounting standards and
applied accounting policies are also
included in the footnotes of the
financial statements.

The footnotes of the periodical
financial statements include all off-
balance sheet transactions including
contingent claims, all liabilities and
operational results that would affect
future financial status, liquidity of the
company, investment expenditures,
investment sources, all factors that
would affect the future relations of the
company with other natural persons



and legal entities which are not within
the scope of consolidation.

The annual report is disclosed to public
with a declaration signed by the
members of the audit committee to
confirm that the current periodical
financial statements completely reflect
the true financial status of the
company.

The annual report, periodical financial
statements and their notes are
prepared in accordance with the
existing legislation and international
accounting standards. The annual
report comprises information such as
company’s scope of activities and
information about the sector in which
the company operates and the
company’s status within this sector;
evaluation regarding financial status
and activities, the organization, capital
and partnership, and dividend policy.
On the other hand, the board’s
declaration about internal control
system’s  effectiveness and the
independent auditor’'s view about
internal control systems are not
included in the annual report.

Furthermore, there is no information in
the annual report about remuneration,

bonuses and other benefits that
includes payments in cash such as
salary, bonuses, other regular and

irregular payments; shares, derivative
products originating from shares,
share buying options provided within
the scope of making the employees as
shareholders, house or car whose
proprietorship bestowed and/or
allocated for use.

2.4. Functions of External Audit:

The external audit firm chosen by the
company is an independent and
international audit company accredited
by the CMB. The operations of the
audit firm and the contents of the
contract signed with them are in
compliance with the legislation. There
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has been no legal conflict between the
company and the external audit firm.

The audit firm is suggested by the
audit committee and the final decision
is made by the board and than
presented to the general shareholders’
meeting.

2.5. The Concept of Trade Secret
and Insider Trading:

Company has provided a definition of
the concept of trade secret in its
corporate  governance compliance
report.

A list of the names of executives and
other persons/institutions who provide
services to the company, and who can
potentially possess price-sensitive
information are prepared and disclosed

to public in accordance with the
information policy.

2.6. Significant Events and
Developments That Must Be

Disclosed to the Public:

The company complies with the rules
and regulations of both the CMB and
the ISE about the disclosure to public
of all important events and
developments.

The company immediately discloses
any significant changes in the
management and capital structure of
the company, the scope of the core
activities of the company, and all
important developments and events
and their possible implications on the
financial status and operational results
of the company.



SECTION 3: STAKEHGLDERS

STAKEHOLDERS: 97.62

SYNOPSIS

+ All necessary facilities are utilized
to preserve stakeholders’ rights
Shareholder structure is
4+ conducive to the protection of
company assets
Career planning and human
+ resources policies are functional
and adequate
Relations with employees, clients,
and suppliers are good
Quality standards are observed
4+ meticulously in products and
services

Relations with public authorities

+ are at a high level
Active trade union in the
+ company and sharing of

information and opinions is
seamless

Ethical rules specified and
4+ presented to the shareholders’
meeting

No provision in the articles of
association regarding the

= participation of stakeholders in
the management of the company
but the practice is satisfactory

Representation of employees in
- the board not specified in
regulations

Company policies and applications with
regard to stakeholders are generally at
a satisfactory level. The company is
very sensitive to the preservation of
stakeholders’ rights and acts in good
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will  when these not

regulated.

rights are

Although there is no clause in the
articles of association of the company
regarding the participation of
stakeholders in the management of
the company, stakeholders are
informed regarding the matters
concerning them and organizations;
briefing and arrangements regarding
explanations are all held by the
company.

Employees are not represented in the
board of directors, however there are
applications that allows for the
assessment of stakeholder opinions
before significant decisions are taken
about the company.

The shareholder structure of the
company creates an environment that
does not allow any actions that would
cause the company assets loose value
and that would lead to the deliberate
loss for stakeholders.

Career planning and human resources
policies of the company are functional
and adequate. Performance
evaluation and recruitment
mechanisms are well established. The
nature of communication with the
trade union is healthy. Working
conditions of the company’s personnel
are safe and secure.

The company takes all the necessary
measures and precautions in order to
establish good relations with its
customers and suppliers free from any
unfair advantage and to comply with
the provisions of the agreements
among the parties. Company adheres
to the norms of quality standards in
the production of its goods or in the
offering of its services. The goods and



services that fail to meet the quality
standards are swiftly compensated and
indemnified.

The ethical rules of the company are
extended to encompass the ethical
responsibilities of the board of
directors.

The degree of social responsibility that
company assumes is well above
country averages. On one hand, the
company primarily assesses the
environmental impact of its production
operations and on the other,
participates in and supports social
projects. In terms of employee health
and safety, company enjoys a
prominent position amongst the Kog
group of companies.

The relationships with non-
governmental organizations and the
degree of involvement in the activities
of these organizations are satisfactory.
There have been no major conflicts
and disputes with public authorities in
recent years.

3.1. Company Policy Regarding
Stakeholders:

The company
controlling

is dominated by two
shareholders, which
possess consistent and advanced
policies regarding the rights of
stakeholders as well as relations with
the private sector due to their
substantial size in their respective
national and international markets and
front-running  corporate identities.
One of these controlling shareholders,
CNH Group, is a world leader in the
agricultural and construction
equipment businesses and listed at the
New York Stock Exchange (NYSE:CNH)
and is subject to stringent rules and
regulations in terms of corporate
governance. The other controlling
shareholder Kog¢ Holding A.S. is a
Fortune Global 500 company. Due to
this structure, the company policies
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regarding stakeholders are

satisfactory.

In case of violation of stakeholders’
rights, which are protected by
contracts and legislation, the company
provides an effective compensation.

The company shows necessary
convenience for the use of
compensation mechanisms in case of
violation of stakeholders’ rights.

Necessary steps are taken to protect
the stakeholders’ rights within the
framework of good will and company
opportunities where these rights are
not regulated by the legislation.

Company’s corporate  governance
practices allow all stakeholders,
including employees and their
representatives, to convey their
concerns regarding illegal and
unethical transactions to the
management and ensure the

protection of these rights.

3.2. Stakeholders’ Participation in
the Company Management:

Although there is no clause in the
articles of association of the company
regarding the participation of
stakeholders in the management of
the company, the participation of
stakeholders in development activities
for managerial matters and the
applications enabling them to state
their opinions actively in this regard
and make assessments are active in
the company. There are researches
like “Working Life Evaluation and
Improvement Survey”, meetings and
training programs, which aim at
increasing quality and productivity,
and in which both suppliers and
customers can reflect their requests
and such activities are sustained in
parallel with the company policies. In
addition, company has a system
through which the customer requests
are followed by means of sales and



dealers network and they are reported
to management and the required
feedback is provided by making the
needed arrangements.

On the other hand , there are no
applications that allow the
representation of employees in the
board.

3.3. Protection of Company Assets:

The shareholding structure of the
company as well as the fact that Turk
Traktor is a listed company in the ISE
ensures that maximum attention is
given to the protection of company
assets. As the controlling
shareholders have equal number of
shares and are equally represented in
the board a practical “checks and
balances” environment kicks in
automatically. Additionally, this
environment is further enhanced by
the articles of association of the
company. This structure minimizes
the risk of board members and
executives taking part in actions that
would decrease the value of company
assets or cause loss for stakeholders.

3.4. Company Policy on Human
Resources:

Human resources mission of company
is to establish Human Resources
Systems that will ensure the happiness
of employees and to develop such
systems continuously in connection
with the corporate goals. The vision is
to ensure the continuity of human
resources applications through
continuous development in order to
meet the needs and expectations of
Turk Traktér employees and to make
Turk Traktdr a preferred workplace. In
all of company activities, teamwork
and sharing have been adopted as the
most important values. Company
believes that synergism and creating a
happy working environment can be
achieved with mutual respect, positive
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approach, honesty, diligence, and
solidarity.

Human Resources Directorate
personnel are tasked with the duty of
managing the relations with
employees. Conducting the internal

communication activities falls within
the responsibility and job definition of
related personnel and job descriptions
shared with all of them. Also, trade
union representatives actively partake
in the activities to strengthen the
communication. Food Committee,
Health and Safety Representative,
Leave Committee, Disciplinary Board,
Time Study Representatives, who are
assigned by being either elected or
appointed, strengthen the
communication by representing
employees in the processes.
Participation of employees in these

processes increases motivation and
productivity. There were not any
complaint about discrimination

received from the employees during
the year.

3.5. Relations with Customers and
Suppliers:

Turk Traktor was certified by TUV
Rheinland, the international,
independent certification institute, with
the certificate of “Integrated
Management Systems” covering the
fields of quality, occupational health
and safety and environment.

Quality Management System ISO
9001:2008; OHSAS 18001:2008
Occupational Health and Safety
Management System and ISO EN

14001:2004 Environmental
Management Systems operate in an
integrated manner with Integrated
Management System applications.

Due to extensive distributor network,
the company employs an efficient
client feedback mechanism. Customer
demands and complaints are recorded
and followed up by Turk Traktor.



Tlark Traktér adheres to the norms of
quality standards in the production of
its goods or in the offering of its
services. This ensures that the level of
quality is preserved.

Tlrk Traktor carries out R & D projects
to increase driver safety and driving
performance which is also supported
by TUBITAK (Turkish  Scientific
Research Institute).

The company takes all the necessary
measures and precautions in order to
establish good relations with its
customers and suppliers free from any
unfair advantage and to comply with
the provisions of the agreements
among the parties.

3.6. Ethical Rules:

The company’s ethical rules and other
principles relating to work have been
announced on the internet site by a
document under the title of “Business
Ethical Principles”, and presented to
the general shareholders’ meeting.

3.7. Social Responsibility:
It has been confirmed by the company

officials that there were no major
conflicts with the tax office in recent

years and no serious sanctions
imposed.
Vocational Training Center with

workshops and classes was opened in
order to ensure that Turk Traktor
employees receive vocational and
technical trainings. This process was
initiated with the protocol undersigned
with Gazi Vocational Training Center.
In this process, almost 350 employees
were granted vocational competence
certificate approved by the Ministry of
National Education as a result of 32
hours of training received.

New Holland brand of Tlrk Traktor,
the market leader of Turkey in
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agricultural machinery, and Denizbank
initiated an attractive loan campaign
for farmers in 2010. Within the scope
of the campaign, Denizbank provided
loans under favorable conditions for
new and second-hand New Holland
tractors and agricultural equipment.
Denizbank is amongst the expert
financial enterprises in the field of
agricultural banking and has led the
way in the industry in many fields.
This cooperation with Denizbank drew
great interest of farmers.

With the aim of increasing recognition
level of the brand, many field tests,
product launch and dealer trainings
were performed in 2010, further
improving the already close contact
with farmers. Tilrk Traktor participated
to the most important agricultural fairs
of Turkey with Case IH and New
Holland brands, organized in provinces
of Konya, Diyarbakir, DLG Tekirdag
Field Days, Corlu , Ankara, Izmir,
Bursa and Adana. Tractors and
equipments exhibited at the stands
drew great interest of the Turkish
farmers engaged in modern
agriculture.

New Holland is the leader brand in
Turkey. The New Holland dealers
providing services across the country
and the authorized services chosen as
“The Most Successful Ones of 2009”
came together in Antalya on 20-21
March 2010. 3S dealers of Case IH
brand, which achieve a great success
despite its short history in the market,
met at National Dealer’'s Meeting in
Cyprus on 4-6 June 2010.

Turk Traktér employees took part in
the campaign “Blood Donation for my
Country” initiated by Kog¢ Holding in
cooperation with Turkish Red Crescent
so as to promote blood donation and
raise awareness on the matter. With
the voluntarily participation of a total
of 652 employees and support of
dealers, people donated blood for 24
days in the periods of June-July and



October-December with the aim of
making blood donation widespread and

increasing the number of regular
donators.

SECTION 4: BOARD OF DIRECTORS
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BOARD OF DIRECTORS: 73.81
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SYNOPSIS

The Company’s vision, mission
+ and strategic goals are clearly
defined

Duties and responsibilities of the
+ board of directors listed in the
articles of association

Audit committee and corporate
governance committees are
established and working
efficiently

Board chairman and chief
+ executive officer is not the same
person

The board is staffed with effective
and highly qualified members

No provisions in the articles of
association defining procedures
for shareholders or stakeholders
to invite the board to convene

- No independent members

No signed compliance and liability
statement by board members

- No cumulative voting method

The board of directors has clearly
defined the vision and mission of the
company and is staffed by highly
qualified, experienced members
maintaining high moral standards. The
board is overseeing that company
activities are managed in compliance
with the legislation, articles of
association, internal procedures and
established policies. It has been
stated that none of the board
members is indulged in any
transaction and/or is engaged in any
form of competition with the company.

Incentive remunerations of the board
are based upon the performance of the
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members of the board in connection
with the performance of the company.

The losses incurred by the company
and third persons as a result of not
performing the executives’ duties duly
is covered by “Directors & Officers
Liability Insurance”.

On the other hand, the lack of
independent members in the board
and therefore in committees, not
having provisions in the articles of
association defining procedures for
shareholders or stakeholders to invite
the board to convene, and
unavailability of cumulative voting
rights reflect important areas for
improvement under this topic.

Similarly, upon commencing work,
there is no written compliance and
joint liability declaration by the board
members endorsing losses incurred to
shareholders and stakeholders due to
deliberate incompliance and
misconduct.

4.1. Fundamental Functions of the
Board of Directors:

The board has defined the
mission/vision of the company and
disclosed it to the public. The
company vision is defined as “to be
driving force for modern agriculture-
today and tomorrow”. Tulrk Traktor’s
company mission is “With experience
over half a century, as the leader of
the domestic market, one of the top 5
producers in the world, empowered by
the prestige and the global leadership
of CNH with it's well- known brands,
New Holland and Case 1IH, by
developing own technology and
meeting the exact needs of customers
very quickly with flexible production
methods, by introducing modern and
technically advanced agricultural
equipment to help customers to
become more productive and
profitable, by delivering the best



experience to customers in sales and
after sales services; and create value
for customers, employees,
shareholders, business partners and
country, as a driving force for modern
agriculture.”

The board oversees that the company
activities comply with legislation,
articles of  association, internal
procedures, and established policies
and monitors company financials to
assure their validity.

The board of directors is ensuring that
executive positions are staffed by
appropriately  qualified personnel,
taking measures to support their long
term commitment, is promptly
dismissing unqualified personnel when
necessary, and duly replacing positions
with qualified and competent staff.

Furthermore, it acts as a pioneer in
resolving and settling disputes that
may arise between the company and
shareholders. To this end, it ensures
that the shareholders exercise their
rights in accordance with the
legislation, provisions of the articles of
association, in-house regulations and
policies and takes all necessary
measures to avoid disputes arising
between shareholders and company
and/or employees.

4.2. Principles of Activity and
Duties and Responsibilities of the
Board of Directors:

The board’s duties and responsibilities
are clearly defined in the articles of
association of the company in
consistence with its functions and
beyond any doubt so as to distinguish

from the authorities and
responsibilities of individual board
members, executives and general
assembly. Authorities and

responsibilities of each board member
and executive are not clearly stated in
the annual report of the company, but
included in the articles of association.
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In order to ensure that the board
members perform their duties fully,
they are provided with easy access to
all kinds of information in a timely
manner. In this context, mechanisms
to enable timely and accurate
information for the board members
about significant developments that
may impact the company are adopted.
If deemed necessary, required
executives attend the board meetings.

Any behavior by the company
employees that would obstruct flow of
information to the board are subject to
sanctions including warnings and
termination of employment contracts.

The ethical rules of the company
contain provisions that state that
members of the board should not
indulge in pressures that would serve

against the interests of  the
shareholders and not accept any
material gains. The board took

measures to ensure that all employees
abide by these provisions. The ethical
rules of the company also state that
the members of the board can under
no circumstances disclose company
information that is confidential and/or
trade secret.

The  declaration of the audit
committee, also the board stating that
the periodical financial statements and
footnotes and the annual report have
been examined by themselves, is
included in the annual report.

Each member is entitled to a single

vote at the board meeting. Board
members are not granted with
weighted voting rights or

positive/negative veto rights.

Similarly, the manner in which the
board meetings are to be conducted is
incorporated in the minute of the
corporate governance committee No
2009/1.



The board meeting and decision
quorum are included in the articles of
association of the company. The board
consists of 8 members, meets with a
minimum attendance of 5 provided
that Group A and Group B shares are
represented by at least 2 members
each, and decisions are taken by
absolute majority. Nevertheless, at
least 2 Group A and Group B members
each should join the decision.

Before commencing work, members of
the board have not declared in writing
that they will comply with the
legislation, articles of association, in-
house regulations and policies, and in
case of incompliance, that they would
be jointly liable to compensate the loss
accrued to the shareholders and
stakeholders.

Provisions regarding the procedures
for inviting the members of the board
for a meeting by shareholders and
stakeholders are not incorporated in
the articles of association. Although a
secretarial body under the
responsibility of the chairman, whose
function would be to provide
communication within the board is not
established, the tasks of preparing the
agenda, the necessary documentation
and presentations for the board
members, recording and following up
the minutes and decisions, are
endorsed by the Shareholder Relations
Unit.

4.3. Formation and Election of the
Board of Directors:

The board is structured so as to
optimize effect and efficiency thereof.
To this end, candidates with high level
of knowledge, skills and experience
are considered as eligible and
members of the board are appointed
among such candidates. However,
general rules in this respect are not
incorporated in the articles of
association, but incorporated in the
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minutes of
committee.

corporate governance

There are no board members who
have been convicted of non-conformity
with any kind of legislation or who
have been sentenced in any way.

Within the eight member board of
directors, only Mr. Marco Votta (GM)
and Mr. Memet Ilkan Kamber (CFO)
are executive members. The board
chairman and chief executive officer is
not the same person.

Nevertheless, the required
qualifications of the board members
have not been specified in the articles
of association. It has been observed
that there are as yet no steps taken
towards incorporating independent
members capable of impartially
performing their duty, into the board.
In addition, cumulative voting rights
are not practiced.

4.4. Remuneration of the Board of
Directors:

It has been stated that there is no
debit on board members and no
credits or loans have been extended to
any board member. The attendance
fee of board members is fair and
adequate and has been specified by
the shareholder’s assembly.

Also, incentive remunerations of the
board of directors is based upon the
performance of the members of the

board in connection with the
performance of the company.
4.5. Number, Structure and

Independence of the Committees

Established by the Board of
Directors:

Audit, corporate governance and
executive committees have been

established within the board. The head



of the committees are not chaired by
an independent member since there
are no independent members in the
board.

The audit committee is made up of two
non-executive members. The audit
committee has taken all necessary
measures to make sure that internal
audit mechanisms are carried out
adequately and transparently. The
audit committee is also supervising the
activities of the external auditors and
whether or not periodic financial

statements including footnotes are
prepared in accordance with the
current legislation and in  full

compliance with accounting standards.

The appointment of the external
auditors and the services to be
provided thereby are subject to a
preliminary approval by the audit
committee. Also, prior to appointment
of the external audit firm, the audit
committee prepares a report stating
whether or not there exist any issues
that may jeopardize independence of
the audit company.

The corporate governance committee
is made up of two members, one of
which is executive. Amongst the
written working principles of this
committee; constituting a transparent
system for determination, evaluation,
training and rewarding of candidates
eligible for the board and determining
policies and strategies in this respect,
offering suggestions regarding the
number of board members and
executives, determining the principles
and practices regarding the evaluation
of performances of the board members
and executives, career planning and
rewarding of the same are listed as
committee functions. Even though, we
have noted decisions related with
determination of eligible candidates,
there have been no decision related
with the rewarding of performances of
the board members.
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4.6. Executives:

The executives perform their duties in
a fair, transparent, accountable and
reliable manner and ensure that the
company conducts its business within
the framework of its mission, vision,
goals, strategies and policies. They
also act in accordance with the
financial and operational plans of the
company as approved by the board
each year. The executives obey the
legislation, articles of association, in-
house regulations and policies while
performing their duties; and submit a
report regarding the conformity of the
performed works with these to the
board each month.

We did not come across to any

incidence of executives exploiting
company related confidential and
publicly unavailable information in

favor of him/her or others.

The losses incurred by the company
and third persons as a result of not
performing the executives’ duties duly
is covered by "“Directors & Officers
Liability Insurance”.

The  executive compensation is
compatible with their qualifications and
their contributions in the success of
the company and is determined in
accordance with market conditions.

Employment agreements indicate that
the executive may not be permitted to
work for a competitor of the company
in case the executive renounces from
his/her duty, to protect the interests of
the company for a certain period of
time and describe the sanctions to be
implemented in case of violation.



Rating Definitions

The company performs very good in terms of Capital Markets Board’s
corporate governance principles. It has, to varying degrees, identified and
actively managed all significant corporate governance risks through
comprehensive internal controls and management systems. The
company’s performance is considered to represent best practice, and it had
almost no deficiencies in any of the areas rated.

The company performs good in terms of Capital Markets Board’s corporate
governance principles. It has, to varying degrees, identified all its material
7-8 corporate governance risks and is actively managing the majority of them
through internal controls and management systems. During the rating
process, minor deficiencies were found in one or two of the areas rated.
The company performs fair in terms of Capital Markets Board’s corporate
governance principles. It has, to varying degrees, identified the majority
of its material corporate governance risks and is beginning to actively
6 manage them. Management accountability is considered in accordance
with national standards but may be lagging behind international best
practice. During the ratings process, minor deficiencies were identified in
more than two of the areas rated.

The company performs weakly as a result of poor corporate governance
policies and practices. The company has, to varying degrees, identified its
minimum obligations but does not demonstrate an effective, integrated
system of controls for managing related risks. Assurance mechanisms are
weak. The rating has identified significant deficiencies in a number (but
not the majority) of areas rated.

The company performs very weakly and its corporate governance policies
and practices are overall very poor. The company shows limited
<4 awareness of corporate governance risks, and internal controls are almost
non-existent. Significant deficiencies are apparent in the majority of areas
rated and have led to significant material loss and investor concern.
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