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1. CORPORATE GOVERNANCE PRINCIPLES COMPLIANCE STATE MENT

In the conduct of its business activities our comypexerts utmost care to the requirements of Thrkis
Commercial Code, the Articles of Association of tG®mpany, the Capital Markets Law, the
Communiqués of the Capital Markets Board (CMB) atiter relevant legislation. Activities concerning
compliance with corporate governance principlescaneered within this context. Aiming to create the
highest level of value to its customers, sharehs|demployees, business partners and the sociéty wi
innovative and creative communication solutions, @ompany gives great importance to transparency.
In this regard, the Company has adopted “Corpdsateernance Principles” promulgated by the Capital
Markets Board in July 2003 and since 2004 has is@gaeCorporate Governance Principles Compliance
Report together with its Annual Activity Reports.

The core values, code of conduct, vision, missiod business objectives of the Company form the
basis of its corporate governance understandingeaxdtice.

SECTION | - SHAREHOLDERS
2. Shareholders Relations Unit

In order to facilitate the relations with the shHaglelers, a Shareholders Relations Unit is estadudish
headed by Ahmet Orel, V.P. and Corporate Secr€lagly 216 522 2312, e-mail: aorel@netas.com.tr),
M. ilker Calskan, V.P. Finance, Control and Business Systemd: (IT#6 522 2463, e-mail:
caliskan@netas.com)trSeniz Tarimcan Schmiede, Finance and Control Diretel: 216 522
2331, e-mailsenizt@netas.com)tand Ahmet Biylkagkun, Financial Reporting Manager (Tel: 216
522 2456, e-mail: abcoskun@netas.com.tr). Duriegytrar, in addition to the follow up of legislatjon
the implementation of the requirements of CMB Comigués, the disclosure of information to the
shareholders, 10 written and over 100 verbal ragudes information were received from shareholders
or their representatives and these requests weliedgeto the extent permitted by law.

3. Shareholders Right to Obtain Information

The majority of the requests for information reegiwere related to fluctuations in share pricegitaa
movements, investments and dividend distributiolicpoof the company. The requests were mastly
received through telephone and electronic mailaei replied, to the extent permitted by legiskatio

Requests received through electronic mail wereomdpd to through electronic mail. Information
related to the company’s activities and developsyewhich could be of interest to the shareholders,
were disclosed to the public through timely notifions made to the CMB an&E (stanbul Stock
Exchange) in accordance with Communiqué of the GiviBhe Disclosure of Special Circumstances to
the Public. Additionally, the public media was infeed through press bulletins. These bulletins and
disclosures of special circumstances were alsoeglaon the website of the company at
www.netas.com.tr.
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3. Shareholders Right to Obtain Information (cont’d)

The Articles of Association of the company does oomhtain a provision for the appointment of a
Special Auditor, however the shareholders havgla to request the appointment of a Special Auditor
in accordance with Article 348 of Turkish Commeld@ade. During the period no request were made
for the appointment ad Special Auditor.

4. Information Concerning the General Assembly

During the year an Ordinary Annual Meeting of Shaltders was held. The required majority of
shareholders under the Articles of Associatiorhef¢company and the Law were present at the meeting.
Shareholders and their representatives were presg¢he meeting. The invitation to the meeting was
made in conformity with Article 14 of the Articled Association of the company and Article 368 af th
Turkish Commercial Code and the provisions of tlapi@l Markets Law. Additionally, invitations
were published in Turkish Commercial Registry Gedtolders of registered shares were invited by
registered mail and invitation notices were puldshin Referans and Radikal daily newspapers
distributed throughout the country.

In order to facilitate the attendance of sharehsld® the meeting; in the notice of invitation,
shareholders whose shares are kept in custodydofracked through investor accounts maintained by
the Central Registry Agency were requested to olgatrance cards from the company in exchange of
Annual General Meeting Blockage Forms received ftben Agency. Shareholders physically holding
their shares were requested to obtain an entrardefilom the company in exchange of the delivery of
their shares to the company, a week prior to thetimg The Balance Sheet, Profit and Loss
Statements, Reports of the Board of Directors anditArs were made available for the review of the
shareholders fifteen days prior to the General MgeShareholders were allowed to raise questibns a
the meeting. Proposals were made by shareholderguainto vote at the General Assembly by the
Chairman. The Articles of Association does not aont provision requiring the General Assembly of
the Shareholders to resolve on mergers, disposgicguisition and rental of assets of significaaitie.
The authority for such decisions is granted toBlard of Directors by virtue of Articles 4 and 17 o
the Articles of Association.

In order to accommodate wider attendance, the ngpetias organized at the head office of the

company in its social facilities. The minutes oé tBhareholders Meeting were submitted to CMB,

IMKB and the regional office of the Ministry of Ingiy and Commerce, registered with the

Commercial Registry, published in the CommercialgiRey Gazette and copies were sent to

shareholders upon request and additional copiesnacke available to the shareholders at the head
office and the web site of the company for review.

5. Voting Rights and Minority Rights

According to the Articles of Association of the qoamy every share has a right to one vote at meeting
of shareholders. The ordinary and extraordinarytimge of shareholders are held in accordance with
the Turkish Commercial Code. Minority rights ardjgat to the provisions of the Turkish Commercial
Code. The shares of the company are divided intbogmups, where (A) group shares are registered
and (B) group shares are bearer shares. (A) groapes are owned by the foreign shareholder of the
company Nortel Networks International Finance andidihg B.V. and Turkish Armed Forces
Foundation. The differentiation of the shares betw@\) and (B) groups, does not give the owners any
rights nor privileges, except as provided in AggDB, 15 and 19 of the Articles of Association.
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5. Voting Rights and Minority Rights (cont’d)

According to Article 9 of the Articles of Associati; the required quorum for meetings and the requir
majority for resolutions of the shareholders shallubject to the provisions of the Turkish Comiiaérc
Code (T.C.C.). However, resolution of the sharediddconcerning matters stipulated in Article 388 of
T.C.C. shall require the affirmative votes of theuholders representing at least one half ofdtad t
number of shares within Group A.

According to Article 15 of the Articles of Assodiat; The Board of Directors of the company shall be
composed of 7 (seven) members elected by the dem&sambly of shareholders, for a period of 3

(three) years. Four of the seven members shallldsted from among the candidates nominated by
Group A shareholders, provided that two of the seskall be elected from among the candidates
nominated by Nortel Networks International Finaraeoed Holding B.V. and one member shall be

elected from among the nominees of Turkish Armecrt&® Foundation, and three members shall be
elected from among the nominees of the Group Besiwdders.

Nominations by the Group B shareholders will bejettbto their representation at the shareholders
meeting and the number of nominees to be electkthevdependent upon the ratio of representation; |
case the Group B shareholders are representea ahtreholders meeting by a ratio of at least 30
percent of the capital of the company, all threenivers shall be elected from among the nominees of
the Group B shareholders,

In case the Group B shareholders are representina@ ahareholders meeting by a ratio of at least 20
percent of the capital of the company, two memiséedl be elected from among the nominees of the
Group B shareholders and one member shall be dléaien among the nominees of the Group A
shareholders,

In case of the Group B shareholders are representisd shareholders meeting by a ratio of at [€@st
percent of the capital of the company, one membaeail He elected from among the nominees of

the Group B shareholders and two members shadldmted from among the nominees of the
Group A shareholders.

In case the Group B shareholders are representibe ahareholders meeting by a ratio lower than 10
percent of the capital of the company, all threenivers shall be elected from among the nominees of
the Group A shareholders.

According to Article 19 of the Articles of Assodian; the Board of Auditors composed of five
members shall be elected by the General Assembshafeholders for a period of three years. Three
auditors shall be elected from among the nominééseoGroup A, two auditors shall be elected from
among the nominees of the Group B shareholders.

Nominations by the Group B shareholders will bejetibto their representation at the shareholders
meeting and the number of nominees to be electikthevdependent upon the ratio of representation;

In case the Group B shareholders are representin@ ahareholders meeting by a ratio of at least 20
percent of the capital of the company, two membkéedl be elected from among the nominees of the
Group B shareholders,
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5. Voting Rights and Minority Rights (cont’d)

In case the Group B shareholders are representin@ ahareholders meeting by a ratio of at least 10
percent of the capital of the company, one memball e elected from among the nominees of the
Group B and one member from among the nominedsed&toup A shareholders,

In case the Group B Shareholders are representke ahareholders meeting by a ratio lower than 10
percent of the capital of the company, two membkéedl be elected from among the nominees of the
Group A Shareholders,

There is no cross shareholding relationship betwbencompany and its shareholders. Cumulative
voting procedure is not stipulated in the ArticbdAssociation and thus not implemented.

6. Dividend Distribution Policy and Timing for Divi dend Distribution

The dividend distribution policy of the company ts; generate a fair return on investment to our
shareholders within the framework of CMB regulasipriaking into account the working capital
requirements of the company. There are no privdegecerning dividend distribution. The procedure
for dividend distribution is stipulated in Articla2 of the Articles of Association. Furthermore,
announcements for dividend distribution are madeutoshareholders through disclosures to CMB, ISE
and notices published in daily newspapers. Thaldna distribution proposal of the Board of Direstor
was submitted to the shareholders at the Generatideand approved by the majority of those present
Accordingly, dividends were distributed within thdes and timeframe determined by the CMB.

7. Transfer of Shares

The transfer of shares is stipulated in Articleubmaragraph (B) of the Articles of Association loé t
company. Accordingly, bearer shares can be tramsfewithout being subject to any limitation or
condition. However, concerning the transfer of segied Group A shares the existing shareholders in
Group A are entitled to preemptive rights which ezquired to be exercised within 30 days from the
date of the offer for sale. Therefore, a sharehroldshing to transfer its shares, in full or in panust
first offer, in writing, to transfer its shares ttoe other shareholders in Group A in proportiornhteir
respective shares, stating the price and otheritbomsl for sale. If any shareholder, to whom thieiof
was made, declines to purchase the offered sharels,shares shall be offered to the other sharetsld
in proportion to their share ownership and thishodtwill be pursued in the same manner until all
shares are sold or rejected. Following the apptinatf the above procedures, the transferor wilfrbe

to offer any rejected shares to third parties witheestrictions, provided that the price and other
conditions of sale are no more favorable to thedtparty than the price and other conditions comtdi

in the initial offer. According to the Articles @&ssociation, the transfer of registered sharesardy
become effective with respect to the company d#ffiey are entered into the records of shares. Hayeve
due to the undertaking submitted to iB& during the public offer of the shares, the BarBirectors
can not decline from recording the transfer of ebar
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SECTION Il - PUBLIC DISCLOSURE AND TRANSPARENCY

8. Information Disclosure Policy

The information disclosure policy of the companytésinform the general public in a timely, reliapl
complete and comprehensible manner. Disclosurefofmation is made to the CMB ad8E within

the scope of relevant legislation and the Publgcsure Project of CMB by way of the most effigien
means, media institutions are informed throughptess bulletins and such disclosures are placed on
the website of the company.

9. Disclosure of Special Circumstances

In line with the regulations of the CMB, discloswg17 special circumstances was made during the
year. Disclosure statements were submitted td$Eeand posted on the website of the company. The
shares of the company are not listed in any forsigrmk exchange. All disclosures were made in a
timely manner.

10. Corporate Website and Content

The corporate website is at www.netas.com.tr addiBse majority of the information enumerated in
Section Il Article 1.11.5 of the Corporate Goveroafrinciples of CMB, can be found at the website.

11. Disclosure of Real Person/Persons Having Contliag Interest
There are no real persons having controlling irsteirethe company.

Capital Structure of the Company as at 31 Decer2®@® and 31 December 2007

31 31
Number of Nominal December December
Share % shares value 2008 2007
Nortel* 53,13 3.445.940 3.445.940 3.445.940 3.448.9
TAFF** 15,00 972.972 972.972 972.972 972.972
Public 31,87 2.067.568 2.067.568 2.067.568 2.08%7.56
Total 100,00 6.486.480 6.486.480 6.486.480 6.48%.48

* Nortel Networks International Finance and Holglig.V.
**Turkish Armed Forces Foundation

The Company’s issued capital denominated intoG480 shares with nominal value of 1 TRY eact

The foreign shareholder of the company Nortel Nekadnternational Finance and Holding B.V. is a
company incorporated in The Netherlands and wholyed by Nortel Networks UK Ltd., which is
wholly owned by Nortel Networks Limited incorpordtgn Canada. Nortel Networks Limited is wholly
owned by Nortel Networks Corporation of Canada whskares are traded in the Toronto and New
York Stock Exchanges.
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12. Disclosure of Insiders

Disclosures of insiders are made through the paispeand disclosures made to the CMB &8H
within the framework of Capital Markets legislatidPersons considered as insiders are the members of
the Board of Directors, Board of Auditors and tleaisr managers of the company. A list of the Board
of Directors is given in Section IV, Article 18 loel.

List of Board of Auditors is as follows;

A.Aydin inag

Bilge Takiran

M. Untay Kozak
Tuncay Ayber
Gerrard J. Staunton

Managers considered as insiders are;

C. Mujdat Altay, President

M. Ilker Calgkan, V.P. Finance, Control and Information Systems
Ahmet Orel, V.P. Corporate Secretary, Legal Counse

Seniz Tarimcan Schmiede, Director - Accounting aodtl

Ahmet Buyukcekun, Manager - Financial Reporting

SECTION Il - STAKEHOLDERS
13. Informing Stakeholders

Third parties having a direct relationship with tt@mpany are informed through various meetings.
Special meetings are arranged for the employeeglists and the distribution channels. Additionally
electronic periodical containing information on gorate activities is distributed to customers, $iepp
and employees. Furthermore, detailed informatigrasided at the website of the company. The public
is comprehensively informed through press bulletinsl interviews to the extent permitted by the
regulations of CMB.

14. Stakeholders Participation in the Management ahe Company

The corporate policy concerning stakeholders sgchnaployees, customers and suppliers are stated in
the mission statement. Relevant groups have cadiagcess to the management of the company. The
company seeks the views and opinions of its std@eh® through employee satisfaction, supplier
satisfaction, customer satisfaction surveys coratligteriodically by itself or independent survey
companies and develops strategies based on theafdedeceived from these surveys.
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15. Human Resources Policy
The fundamental aspects of the company’s humamress policy can be outlined as follows;

The success and the continuous improvement of Nblééworks Neta in the market and in the
dynamic and rapidly changing telecom sector ared@gnt upon the contributions and development of
its employees. The company aims to maximize theeriat, motivation and innovation of its
employees in order to achieve corporate objectivies. this end, the company provides equal
opportunities for employment, rewards performanmemotes the development of individuals and
teams, fosters environmental protection, and mietgequirements of health and safety regulations.
Competitive compensation and social benefit prograane prepared, the knowledge and the
competencies of the employees are assessed thtbaghttributes defined in Core Competencies.
Within the performance management process and ghou the career development process, the
employees are given opportunities to assess aralaetheir core competencies.

The human resources policy of the company is availat the website of the company. Related policies
and procedures are accessible by all employeesadéas and Human Resources department are
responsible to maintain relations with employee$ina with the human resources policy. During the
period, no discrimination complaint was receivealrirthe employees.

16. Information Concerning Customer and Supplier R&ations

The primary objective of the company is to achieustomer satisfaction and loyalty. Accordingly,
every employee is responsible to show utmost aamstomers, beginning with the identification of
customer needs, securing the quality of produatissamvices, and provision of training and afteesal

services. Periodic customer satisfaction surveysvige feedback for the company to promptly
implement measures for improvement.

17. Social Responsibility

Nortel Networks Netahas been implementing Environment, Health andtgdfeogram since 1997.
Within the scope of this program 1SO14001 Environtak Management System and OHSAS 18001
Employee Health and Safety Management System giemented. No claims were raised against the
company for environmental pollution.

Activities related to the social responsibility tife company include maintenance of relations with
universities and the granting of scholarship tocessful students in need. Through cooperation with
neighboring high schools, talented young studergsidentified and encouraged to engage in sports
activities at the facilities provided by the compaRurthermore, through memberships in foundations
and associations, contributions are made to thetypand to scientific and technological developime
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SECTION IV - BOARD OF DIRECTORS
18. The structure and Composition of the Board of Dectors, Independent Members
Members of the Board of Directors are as follows;

Chairperson:  Sharon L. Rolston

Vice-Chairman: Ozer Karabulut
Member: Peter Newcombe

Member: Sorin Lupu

Member: Ali Tigrel (independent)
Member: Yavuz Canevi (independent)

President: C. Mijdat Altay

There are no restrictions imposed on the Board icédbors concerning other duties and occupations
they can assume other than the restrictions comgeigonflict of interest and competition with the
company. Such restrictions are submitted to thecawap of the shareholders each year at the General
Meeting. The Board of Directors is elected by then&al Assembly of Shareholders for a term of three
years. Directors can be reelected at the end eéthear period. Two members of the board are electe
as the representatives of the foreign shareholdeteNNetworks International Finance and Holding
B.V., while one of the members of the Board is wdcto represent the Turkish Armed Forces
Foundation, the other members are elected from grti@nominees of the A and B group shareholders
by the General Assembly of Shareholders.

19. Qualifications of the Members of the Board

The qualifications required for eligibility for mdrarship in the Board of Directors are in conformity
with the qualifications specified in Articles: 311.3.1.2 and 3.1.5 of Section 4 of the Corporate
Governance Principles of CMB. These qualificatians not specified in the Articles of Association of
the company, and all members of the Board of Darsatneet these qualifications.

20. The Mission, Vision and Strategic Objectives dhe Company

The mission and vision statements of the compamgngbelow are disclosed to the public through the
web site and printed materials.

Vision Statement:

To create the highest level of value for our cugtienshareholders, employees, business partners and
society with innovative and creative communicagofutions, and to become a leader in the market.
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20. The Mission, Vision and Strategic Objectives dhe Company (cont'd)
Mission Statement:

To be a preferred business partner as a comparmhwhi

« Renders consultancy service with its knowledgéities and talents

e Sets market standards with respect to solutimeldpment and presentation,

e Creates work opportunities and orients them,

* Has a principle to create value for its sharedi@ddnd gives priority to profitability,

« Investigates the potential future developmentsapplies the necessary changes rapidly by detargnin
them in advance,

* Believes in direct and open communication, pegibahilities and importance of empowerment andtesea
a work environment accordingly,

« Does not compromise from business ethics, horsstyquality in respect of its core values.

The Board of Directors approves the strategic abjes prepared by the management. These objectives
are presented to the Board by the President. Aietivin line with approved strategies are presetded
the Board at each meeting by the President. ThedBafaDirectors periodically reviews performance
and makes an overall evaluation at the end of gaah

21. Risk Management and Internal Control Mechanism

The Board of Directors has formed an Audit Committemposed of three of its members to establish
an internal control mechanism for the company.

22. The Authority and Responsibility of the Membersof the Board of Directors and Managers

The authority and responsibility of the membershef Board of Directors are stipulated in the Aegl
of Association of the company and the Turkish Comuia¢ Code. The managers of the company
perform their duties in line with the objectivesdamder the instructions of the Board of Directors.

23. The Conduct of the Board of Directors’ Activities

The agenda for the meeting of the Board of Directisr determined by consultation between the
Chairman, the members of the Board and the Presitiba Board of Directors has held five meetings
during the period with the attendance of the reglimajority. Invitations to meetings were made at
least three days in advance of the meeting togetiitér the notification of the agenda. In order to
facilitate communication with the Board Members atad provide related services a Corporate
Secretarial Services function exists within the pany. In the event that differences of opinion are
expressed in the Board Meetings, these are refléctthe minutes of the meeting. As the members of
the Board of Auditors attend the meetings of thearoof Directors, separate written notifications
concerning such matters are not reported to thedténsd Concerning issues specified in Article 2417.
of Section IV of Corporate Governance PrinciplesG)IB, personal attendance to the meeting is
insured. Questions and comments raised at the mysatf the Board and related responses are recorded
in the minutes of the meeting. Members of the BadrDirectors are not granted with weighted voting
rights or veto rights.
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24. Prohibitions Concerning Transactions and Compdion with the Company

The restrictions imposed on the Members of the @o&mDirectors have been waived by the resolution
of the General Assembly of the Shareholders. Nbetss, none of the members has engaged in
transactions and activities in competition with doenpany.

25. Ethical Standards

Corporate ethics standards were adopted by thedBdpirectors and communicated to the employees.
No disclosures were made to the public concerdifgratter.

26. The Number, Structure and Independence of the @nmittees of the Board

The Board of Directors has established an Execu@eenmittee, and an Audit Committee each
composed of three Members of the Board. A sepatatgorate Governance Committee was not
established as it was deemed more appropriategices Corporate Governance Principles by the entire
Board of Directors.

27. Remuneration of the Board of Directors

Compensation for the Members of the Board of Doexts determined by the General Assembly of the
Shareholders each year, in accordance with Arfifleof the Articles of Association. Accordingly,

Board Members receive a monthly fee payable atetmd of each month. There are no incentives
available to Board Members based on performancennection with the performance of the company.

The company did not lend any money, extend anyitgrextend a personal credit through a third party,
nor provided any guarantees to or in favor of argm¥der of the Board of Directors or any Manager of
the Company.



