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CONVENIENCE TRANSLATION INTO ENGLISH OF THE REVIEW REPORT
RELATED TO INTERIM REPORT ORIGINALLY ISSUED IN TURKISH

To the Board of Directors of Netas TelekomUnikasyon Anonim Sirketi

We have been appointed to review whether the consolidated financial information
included in the accompanying interim report of Netas Telekomunikasyon Anonim
Sirketi (the "Company”) dated 30 June 2018 is consistent with the reviewed
condensed consolidated interim financial statements. Management is responsible for
the preparation of this Interim Report. Our responsibility is to express a conclusion
whether the consolidated financial information included in the Interim Report is
consistent with the reviewed condensed consolidated interim financial statements
and explanatory notes expressed in the auditor’s review report dated 15 August 2018.

We conducted our review in accordance with Standard on Review Engagements 2410
Review of Interim Financial Information Performed by the Independent Auditor of the
Entity. Our review consists of review procedures as to whether the condensed
consolidated interim financial information included in the Interim Report is consistent
with the reviewed condensed consolidated interim financial statements and
explanatory notes. A review is substantially less in scope than an audit conducted in
accordance with International Standards on Auditing and consequently does not
enable us to obtain assurance that we would become aware of all significant matters
that might be identified in an audit. Accordingly, we do not express an audit opinion.

Based on our review, nothing has come to our attention that causes us to believe that
the consolidated financial information in the accompanying Interim Report is not
consistent, in all material respects, with the reviewed condensed consolidated interim
financial statements and explanatory notes.



The interim report of the Group as at and for the period 1 January 2017 — 30 June
2017 was reviewed by the another auditor who expressed an unmodified conclusion

on 17 August 2017.
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ORGANIZATION AND OPERATIONS OF THE GROUP

Netas Telekomiinikasyon A.S. (the “Company”) and its’ subsidiaries (the “Group”) is an incorporated
company, registered in Istanbul. The Company is engaged in the manufacture and trade of
telecommunication equipment, project installation services, technical support, repair and maintenance
services, IT services, strategic outsourcing services, implementation activities, and associated services.
The shares of the Company are quoted on the Borsa Istanbul (“BIST”) since 1993. The headquarter of the
Group was located at Alemdag Caddesi No:171 Umraniye / istanbul and then the headquarter is registered
as Yenisehir Mah. Osmanli Bulvar1 No:11 34912 Kurtkdy-Pendik/Istanbul at Istanbul Trade Registry
Office as of 23 July 2013.

The Group works with major clients in Turkey, to provide communications solutions and the infrastructure
needed for modern communication systems. The Company is also engaged in research and development
and provides design and development services to the customers in domestic and International markets.

Netas Bilisim Teknolojileri A.S. (“Probil”)*, offers industrial solutions, system integration, outsourcing,
support services, network solutions and consultancy services to its domestic customers. Founded in 1989,
Probil also provides value added solutions to international customers in CIS region, mainly in Asia Pasific
(Nepal), Kazakhstan, Azerbaijan, Algeria and Uzbekstan with strategic business partnerships like Cisco
and Microsoft. Specialized in all IT services, BDH Bilisim Destek Hizmetleri San. Tic.A.S. (“BDH”) was
founded in April 2006 in order to provide consultancy, strategic outsourcing, data center and support
services.

According to Board of Directors resolution as at 11 April 2012, foundation of a “Limited Liability
Partnership” (Netas Telecom Limited Liability Partnership) was completed in Kazakhstan Almaty. The
amount of capital which solely belongs to Netas is 161.800 Tenge (approximately 1.100 American USD).
Registration was made on 25 June 2012 and it will be valid starting from 4 July 2012.

As at 28 November 2013, an agreement is signed between Kron Telekomiinikasyon Hizmetleri A.S.' nin
("KRONT") and the Company for the acquisition of 10 % of A group shares from Liitfi Yenel for TL
1.700.000.

The Company has established organization (Netas Telecommunications Malta Ltd.) in Maltha and which
hold all of share capital (100%) has belong to the Company which is amounted 1.200 EUR. Registration
processes are completed in date of 4 November 2014.

The Group’s ultimate partner and the controlling shareholders are ZTE Cooperatief U.A. and Tiirk Silahli
Kuvvetleri Giigclendirme Vakfi respectively.

The average number of personnel employed in the Group as of 30 June 2018 is 2.301 white-collar (31
December 2017: 2.154), and the Group has no blue-collar employees.

* Our company, which is a wholly owned subsidiary of Netas Telekomiinikasyon AS, changed its commercial title of "Probil
Bilgi Islem Destek Ve Danismanlik Sanayi Ve Ticaret A.S." into "Netag Bilisim Teknolojileri A.S." effective as of May 2, 2018.
In the meantime, our our tax office and number have remained unchanged.
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The related to joint ventures and association of the Company is as follows:

Netas Bilisim Teknolojileri (Probil)*

From industrial solutions to business solutions and from systems integration and outsourcing to care and
maintenance services, network solutions and consultancy, Probil has been providing a wide range of
services in international markets since 1989. Global competition is constantly increasing. Companies now
begin to operate on a service- and customer oriented basis rather than simply focusing on products. This
mandates companies to closely follow and use IT technologies more effectively. The Company has 100%
shares of Netas Bilisim Teknolojileri A.S.

* Our company, which is a wholly owned subsidiary of Netas Telekomiinikasyon AS, changed its commercial title of "Probil
Bilgi Islem Destek Ve Danismanlik Sanayi Ve Ticaret A.S." into "Netas Bilisim Teknolojileri A.S." effective as of May 2, 2018.
In the meantime, our our tax office and number have remained unchanged.

BDH

BDH offers brand-independent consultancy, strategic outsourcing, hardware and support services in the
IT sector to a wide range of customers including small-scaled companies and larger enterprises and public
institutions. With a service team of experienced and certified professionals specializing in different areas
of IT, BDH provides with 36 branches and 46 partners to its customers throughout Turkey.

Centers located in Istanbul, Ankara, Izmir, Bursa and Samsun offer hardware support for all kinds of IT
products including servers, storage units, handheld devices, printers and more. The Company has
indirectly 100% shares of BDH.

Netas Telecom LLP

Founded in Almaty, Kazakhstan, in 2012, Netas Telecom LLP operates in line with Netas’s vision “To
Become the Regional Systems Integrator”. Netas Telecom LLP is fully owned by the Company.

Netas Telecommunication Malta

“Netas Telecommunications Malta Ltd” with an initial capital of only 1.200 Euro, this fully-owned
subsidiary was established in Malta on 4 November 2014 for the purpose of improving operational
effectiveness. Netas Telecommunication Malta is fully owned by the Company.

Kron

Kron Telekomiinikasyon Hizmetleri A.S. produces software solutions for national and regional telecoms
operators and service providers. The Company acquired the company’s Group A shares in 2013 in line
with its strategic growth goal and for the purpose of offering innovative solutions to its customers. Having
strengthened its systems integration capabilities by acquiring Kron, the Company now provides a wider
range of end to-end solutions to its customers in Turkey and the region. The Company has 10% shares of
Kron.
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SHAREHOLDER’S STRUCTURE

Shareholder’s structure of the Company as of 30 June 2018 and 31 December 2017 is as follows:

30 June 2018 31 December 2017

Share Amount Share Amount Share Amount Share Amount

(TL) (%) (TL) (%)

ZTE Cooperatief U.A. 31.168.351,34 48,05% 31.168.351,34 48,05%

Turkish Armed Forces 9.729.720,00 15,00% 9.729.720,00 15,00%

Foundation(TFF)

Free Float 23.966.728,66 36,95% 23.966.728,66 36,95%
Paid in Capital 64.864.800,00 64.864.800,00
Ticker NETAS NETAS

Note: As at 28 July 2017, the conditions precedent to completion of the Transaction stipulated under the Share Purchase
Agreement have been satisfied in full and the shares of OEP were transferred to ZTE Cooperatief. Following the
transaction, a Mandatory Takeover Bid Obligation has arisen for the shares owned by ZTE Cooperatief . Takeover bid
has been completed on October 17, 2017. As of October 17, 2017, ZTE Cooperatief holds 48.05% of Netas.
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BOARD OF DIRECTORS

The Members of Board of Directors as of 30 June 2018 are as follows:

Xiao Ming Chairperson

Turkish Armed Forces Foundation (TAFF) Vice-Chairperson
(Rep: M. Cumhur Ozdemir)

Jiang Xiangyang Member

Ding Minzhongxia Member

Yang Jun Member

Alpaslan Korkmaz* Independent Member
Emre Sehsuvaroglu Independent Member
Ali Zilfu Tigrel* Independent Member

* As of 30 April 2018, Ali Ziilfii Tigrel who carries all of the criteria of independent board membership was appointed as
Independent Board Member of Netas after the resignation of Alpaslan Korkmaz.

THE GROUP’S MANAGEMENT:

Miijdat Altay Chief Executive Officer

M. ilker Caliskan Chief Financial Officer

Yasemin Akad Chief People Officer

Buket Okumug* Brand and Corporate Communications Director

Kamil Orman Public & Defense and Telecom Sector Business Unit General Manager
Serdar Urgar** International Markets Business Unit General Manager

Selda Parin**** Enterprise Business Unit General Manager

Bilgehan Cataloglu BDH General Manager

Omer Aydin Defense Product Solutions Senior Director

Selcan T. Taskiran™** Chief Marketing Officer

* As of 8 January 2018, Buket Okumus was appointed as Brand and Corporate Communications Director

** As of 6 March 2018, Serdar Ur¢ar was appointed as the General Manager of International Markets after the resignation
of Ali Thsan Kuralkan.

*** Selcan T. Tagskiran left his position on 1 February 2018

**** Selda Parin was appointed as Enterprise Business Unit General Manager by proxy after Mehmet Ali Tombalak
resigned from his position as of June 30, 2018.
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VISION, CORE VALUES, QUALITY POLICY

Vision
Becoming Turkey’s and Region’s #1 systems integrator working as per global standards.

Core Values

e Our customers are our driving force.

e Our employees are our most valuable asset.

e We target quality in all areas.

e Innovation is our assurance for the future.

¢ Responsibility prevents uncertainty in workflow.
e Integrity is the basis of all our projects.

Quality Policy

Continuous improvement to ensure the sustainability of our quality management system established in
accordance with international standards aiming for "Excellence” and based on data for the purpose of
creating added value for our customers in line with our vision. All Netas/Netas Bilisim Teknolojileri
employees are responsible for ensuring "Excellence” through continuous improvement.
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R&D FACILITIES

Netas R&D Center, with the knowledge and skills of 750+ researchers solves solutions that has power to
compete and lead globally. Netas being in the leading position of regional system integrator carries out
the projects successfully and purposes to move forward Turkey with the newest technology. R&D center
contributes to economic growth of the Turkey and to become globalized of the companies by patent
applications for ongoing projects and products in the field of mobile communication, cyber security,
defense, multimedia, cloud computing, data center, managed services and 10T technology. Netas leads
with R&D projects to digital transformation for the company and public institutes.

Netas ensures participation actively to follow standard studies of 3GPP and ETSI, which are related to 5G
and to contribute to the technological developments in the European Union. Also, Netas is a member of
5GIA mfrastructure association and we had been chosen for executive council of NetWorld200 platform
which is one of the most effective European Union platform that direct studies like 5G and others. Netas,
is vice president role in the Celtic Plus organization for 2 years, which manages technological cooperation
in the field of ICT and Telecom, has been participating actively to organizations of all these working
groups.

Netas was selected as winner of "Business Association and Interaction" category at the award ceremony
held at the 6th Private Sector R&D and Design Centers Summit in 2017.

Netas R&D Center Operates in 4 Main Domains:

¢ Innovation and R&D Strategies

e [nternational Telecommunications R&D
e [CT and Cyber Security R&D

e Defense R&D

Innovation and R&D Strategies

Innovation and R&D Strategies Department is responsible for the follow-up of R&D activities, set
strategies, follow the implementation of the strategy and check the relationships with internal and external
stakeholders. These are activities such as university associations and cooperation, management of
company's Intellectual and Industrial Property Rights, national and international R&D associations and
incentive programs, evaluation and transformation of innovative ideas, R&D quality processes,
contributing to national R&D activities.

International Telecommunications R&D:

In 2017, Genband, a leading provider of carrier and enterprise network transformation and real-time
communications solutions, and Sonus Networks, Inc., a global leader in securing cloud and real-time
communications announced an agreement to form Ribbon Communications (Ribbon), a leader in next-
generation communications networking which will operate more than 80 countries. After this merger, all
solutions and services provided to Genband company are maintained with newly established Ribbon
Communications firm.; moreover, couple of the product’s technology transfer happened, that brought
more product development responsibilities to Netas.

6
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R&D activities of the following products, which are branded under the product portfolio of Ribbon, are
carried out by Netas: Kandy Link WebRTC Gateway, Smart Office Collaboration Tool, OMNI
Containers, Kandy Back-end Server, Kandy Clients, Kandy Wrappers, Kandy Business Solutions Portal,
Kandy Converged Intelligent Messaging, Kandy Business Phone, C20 Call Session Controller and
Application Server-A2. Development of virtualized and cloud ready versions of these products are one of
the priorities of Netas.

Kandy real-time cloud communications platform is a solution that is developed to be used by the telecom
operators and telecommunications service providers to deliver modern multimedia-rich solutions. Kandy
offers a tailor-made fast to market approach for business or consumer oriented end-to-end white-labeled
real-time communications solutions that can be delivered to the different operating systems in mobile and
desktop.

Netas, as one of the early adopters in the world, has used WebRTC technology to bring together the web-
based applications and the traditional telecommunications services at the core network of telecom
operators (i.e. IMS, PSTN) in the design of Kandy Link WebRTC Gateway (formerly SPiDR). Kandy
Link is a vital component of Kandy platform that links the web and the core network of the traditional
telecom operators. Today, Netas also provides mobile SDK that is based on Kandy Link APIs. Mobile
application developers can easily use our mobile SDK to integrate world-class WebRTC solutions to their
apps. The cross-platform deployment technology Omni Containers uses Kandy Link to bring together
services uniformly across different end user platforms and environments. Omni-based clients leverage the
REST APIs within Kandy Link to create HTML5, CSS3 and JavaScript based clients that run natively
within a binary container on the device’s operating system.

In 2017, Netas took the R&D responsibilities of back-end and client products of Kandy Consumer
Solutions (KCS). Kandy Consumer Solutions offer white-label, cloud OTT solutions that allow service
providers to embrace new technologies and quickly launch a service of their own. Currently, Netas
provides operational support to the existing KCS customers (required know-how and technology is
transferred) for their running systems and develops new features for the possible future clients.

Nowadays business is independent to the location and global across the borders with the help of
technology and the worldwide telecommunications infrastructure. To this aim our R&D Center engineers
developed Smart Office Collaboration Client which is an end-to-end video conferencing solution for the
remote collaboration of business people. As a Kandy Business Solution (KBS), Smart Office
Collaboration Client can be used by the telecom operators and other enterprises.

Kandy Wrappers are pre-packaged, fully functional software applications that complement KBS services
to provide embedded real-time communications into websites or applications. R&D responsibilities of
two of the wrappers that are initially developed for the use of the KBS customers are transferred to Netas.
These wrappers are Visual Attendant and Live Support. Visual Attendant is menu-based, click—to-connect
service. Context sensitive menus of Visual Attendant offer end users point and click options to select the
right group or department directly from any website. On the other hand, Live Support Wrapper enables
business websites with immersive, interactive support capabilities that allow microbusinesses, SMBs and
enterprises of all sizes to provide productive and efficient customer support.



NETAS TELEKOMUNIKASYON A.S. INTERIM REPORT OF THE BOARD OF
DIRECTORS FOR THE PERIOD ENDED 30 JUNE 2018

As a widely used concept Software as a Service (SaaS), a telecom service can also be deployed in cloud
ready to be consumed. In this way telecom service consumers can delegate the management of the cloud
environment (i.e. hardware, software, dev-ops) and the software to the other parties (i.e. SaaS Provider).
This results with fast time to market and low CAPEX and OPEX solutions. KBS is also a SaaS solution
that besides, provides a portal where customers can easily configure their services with their marketing
material (e.g. brand color, logos etc.) and desired functional and non-functional requirements of the
service. In 2017, R&D responsibilities of KBS Portal is transferred to Netas.

In 2017, R&D responsibilities of Converged Intelligent Messaging (CIM) is transferred to Netas as well,
in this regard a team is built and the know how acquisition on the topics considerably new to Netas such
as voicemail, fax, and next generation IVR was started. Very first projects that are successfully delivered
immediately after the taken responsibility of the product, are ETSI compatible Network Function
Virtualization (NFV) of CIM and Business Phone. Business Phone is a complete system that utilizes CIM
at the background to use two different numbers at the same time on the same smart phone.

C20 Call Session Controller is the world’s leading IP and IMS communications convergence platform for
voice and multimedia that provides call and session control, network connectivity, switching, signaling
and protocol interworking, core and edge interworking, unified multimedia communications, and
applications for wireless, wireline, cable, and enterprise markets. Netas is responsible for all the
development that is carried out for C20 and the support to the running instances of C20 all over the world.
The code size of C20 is over 41 million and has many different components that introduces a complexity
that can be hard to cope with in some cases. Netas successfully maintains this product and develops its
new features.

Service providers across the globe rely on the Ribbon Application Server - A2 for both business and
residential services, with over 27 million seats sold. The fully virtualized platform supports 2 million
seats per instance and can be cost-effectively deployed to support industry-leading Unified
Communication as a Service (UCaaS) solutions. The Ribbon Application Server is more than a traditional
Telephony Application Server (TAS), it integrates voice, video, instant messaging, presence, mobility,
conferencing and collaboration over any network and any device, including: mobile and tablet devices,
WebRTC-based web clients, PCs, Macs and SIP phones. R&D activities of A2 is conducted in Netas.

Innovation projects of International Telecommunication R&D group:
Netas IoT Solutions:

The loT (Internet of Things) market, which has undergone rapid development in recent years, is expected
to sustain its accelerated growth, especially with the development on 5G and Industry 4.0 technologies.
Parameters such as data width, high speed and low latency that 5G technology provides, are key
technologies for M2M and IoT solutions and the key enablers for the market growth. Different loT
solutions in heterogeneous structure interact with each other to achieve end-to-end services for end users
in connected world. As Netas, we offer solutions to overcome these challenges and reflect our
technological competence to the field in accordance with the sectorial configuration.
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1. Netas loT Gateway

IoT Gateway — as defined Middle Node in oneM2M standard — provides software services to allow
integration of various protocol adapters in the south-bound direction towards the devices/sensors/actuators
as well as north-bound direction towards different types of 10T core/cloud platforms. The product offers
a key building block to enable the connectivity of both legacy and non-legacy devices and next generation
intelligent infrastructure to the cloud.

2. Netas loT Platform

The Netas IoT Core Platform is designed to be scalable in the dimensions of data, core services and
availability for the needs of today's IoT applications, with many clients serving the same needs. The data
architecture used (oneM2M) is so flexible that it can collect the information that many different devices
produce, and can create the desired hierarchy between devices (eg, sensors, triggers).

4G/5G Solutions:

Netas has set up the first 4/5G lab after operators in the scope of 4G LTE Advanced studies in 2015. This
laboratory is the first for Turkey to carry out research and development activities in 4/5G. These efforts
were accelerated in 2016 to integrate mobile and fixed operator networks with global solution partners
such as Wind River, Intel, HP and Mitel in order to turn them into NFV-based virtualized networks.
Solutions for Turkcell and Turk Telekom NFV projects were developed and PoC studies were conducted.

Two critical components of 4G and 5G LTE network are now being developed in R&D:

- Multi-Access Edge Computing (MEC) product can provide functions for QoE and QoS improvements
such as network slicing, location and latency sensitive services and network monitoring

- AAA (Authentication, Authorization and Accounting) server is used as a system for tracking user
activities on an IP-based network and controlling their access to network resources
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ICT and Cyber Security R&D

1- ICT R&D

ICT R&D department performs research and new product development activities in accordance with
customers’ needs.

Some of the big sized R&D projects developed by this group are: the e-ticket project has developed for
TFF (Turkish Football Federation), renewal project of disaster management system developed for AFAD
(governmental organization of Disaster and Emergency Management Presidency), e-government project
for Northern Cyprus Turkish Republic project for refugees, and NEOS AMI, cloud based advanced
metering infrastructure project.

By the TFF e-ticket project, Netas has focused on the fields requiring specialization such as blacklisting,
entry approvals, people detection/identification, and developed and activated sophisticated e-ticketing
software which provides simultaneous data flow from all stadiums and is scalable according to needs of
TFF.

In the AFAD project, a software solution called AYDES has been developed and activated, for application
of all sort of disaster management processes defined by AFAD Management Authority. First 2 Phases of
the project were completed in previous years and Phase 3 will be completed in 2018.

The registry system project based on residential addresses and moves of people that has been developed
by Netas, was the first e-government project of Northern Cyprus Turkish Republic. Also, electronic ID
cards were integrated to the project and dealt to the citizens of Northern Cyprus. In 2017, the Northern
Cyprus Turkish Republic Company Registration and Northern Cyprus Turkish Republic Customs
Information System projects were initiated.

One of the project of this group is the Service Virtualization Platform. Service Virtualization Platform
aims to test components that are dependent on external systems and services. It is a software platform that
enables the creation of a model that is behaviorally simulated of real systems, autonomous, and includes
virtualized services. It can be also run and managed on virtual machines.

The product shortens project times and reduces project costs, especially by reducing delays for companies
developing software and testing on their own, and allowing different teams using the service to make
concurrent improvements by reducing their dependency on each other. It also allows teams to create a
Dev-Ops environment that is constantly stand up mode by eliminating external dependencies of teams in
Dev-Ops processes.

In energy vertical, Netas has released NEOS Energy Management Systems product family. The first and
fundamental member of this family is NEOS AMI (Advanced Metering Infrastructure), which is a cloud
based management software. NEOS AMI provides remote reading/management of energy meters, storing
meter data, generating various reports at several management levels. New features requested by customers
in 2018 have been added to the system.
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Netas has developed product named as Feedback for monitoring the quality of the energy and managing
the power outage. The project is to detect the phase breaks at the input and output of the distribution
transformers, to collect various sensor alarms in the transformer and to create the decision support inputs
in the central system. With this improvements, it allows improvement in energy supply continuity, early
detection of faults, reduction of power outage time and interruption times and extension of transformer
life.

Netas actively works in the field of smart cities. As a result of these studies, Netas started Smart Street
Lighting Project and Smart Water Meter Reading Project. Smart Lighting Project is a secure, connected
lighting management platform that is helping cities become more livable, efficient and sustainable. With
this Project, lighting controlled by armature bases and the consumption can be monitored by armature
bases as well. Street lighting systems are smart and versatile, so you can manage, maintain, and monitor
the entire system simply and efficiently. lighting is remote controlled and turned on as needed and
whenever required, malfunctioning in the system can be detected easily with pointing direct location of
it.

Smart water meter reading project kicked off using LORA technology for remote reading of water meters.
In this project, communication module, central software module and LORA Network Server were
provided to enable remote reading of water meters.

2- Cyber Security R&D

Netas penetrated into the next generation communications security market with three new products that
were developed under NOVA brand and started providing service for the customers. Netas expanded its
Cyber Security R&D unit to form four new departments: “NOVA Security Technologies Development”,
“Managed Network and Security Services”, “Consultancy and Security Solutions”. Netas’ aim is to
provide a wide variety of cyber security services for its customers, from product developments to delivery
of solutions, to security consultancy.

Netas provides our customers with remote security services from Security Operations Center and provide
effective and high quality security solutions and consultancy to solve customer problems. Moreover,
NOVA Technology Design developed the first security products for next generation telecommunications
systems and mobile media in Turkey, and continues to develop and design new security products that will
meet with the requirements.

Using our expertise and know-how in the field of VVoice over IP (VolIP) along with our state-of-the-art
telecommunications laboratory, Netas developed two cyber security products of NOVA V-GATE and
NOVA V-SPY. NOVA V-GATE, VolP Firewall, enables operators to manage, secure and observe VoIP
networks, whereas NOVA V-SPY, VolP Vulnerability Analysis Tool, enables operators to reveal the
potential weak points of their VoIP systems.

Netas aims to provide information security of institutions or organizations, to prevent unauthorized service
use, bill fraud and system outages.

11
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NOVA V-SPY - VoIP Vulnerability Analysis Tool

Taking into account the statement, “Creating a secure VolP infrastructure starts with vulnerability
analysis”, NOVA V-SPY is a vulnerability analysis tool that aims to exploit the vulnerabilities of VVolP
systems by employing comprehensive attack scenarios. These scenarios include protocol compatibility
scenarios and stress tests along with scenarios that contain malformed messages. NOVA V-SPY also
generates a security report that advises the operator which steps to take in order to overcome the
vulnerabilities it uncovered. NOVA V-SPY enables to investigate how secure a system is, detect its
vulnerabilities and to report them to the system operators.

NOVA V-GATE - VolP Call Management and Firewall

NOVA V-GATE uses deep packet inspection and behavioral analysis to detect and prevent incoming
cyber-attacks on VolP systems. NOVA V-Gate enables detailed call control and provides in-depth
analysis reports for our customers.

NOVA MSP - Media Security Platform

Among our portfolio of new technologies is NOVA MSP (Media Security Platform), which enables secure
communications by utilizing the WebRTC technology. The increase in internet based communications
services and smart phone usage has resulted in users questioning the security of the platform they are
using, which in turn led to a demand in secure communications technologies. Therefore, Netas designed
a modular and flexible solution composed of clients and servers that enable users to communicate via
audio, video and text over a secure channel on the internet. NOVA MSP, which utilizes a smart card,
provides secure communications for iOS and Android smart phones. It also provides rich features such as
whiteboard sharing, location tracking and message broadcasting.

NOVA FMS - Fraud Management System

Netas FMS makes large data analysis possible with large data platform design in VoIP systems. Netas
FMS is modeling user profile using machine learning methods and detecting anomalies with instantaneous
parameters. Its analytical rule platform allows logical analysis; provides automatic control and
management of policies during active system operations. NOVA FMS and NOVA V Gate works together
to ensure the safe and policy-safe operation of VVoIP systems.

NOVA Cyber Security Technology Research unit is currently developing a Web Security Firewall and a
Web Service Vulnerability Analyzer. Also, fraud detecting solutions that use big-data analytics, business
intelligence and machine learning are currently projects. Cyber Security products has CMMI (Capability
Maturity Model Integration) Level 3 certification, which is a methodology accepted and used around the
globe. CMMI, a methodology used mostly in information technology and defense projects, enables us to
improve our project management processes, ensures on-time delivery and to stay within the budget limits.
Cyber Security Group submitted 37 patent applications in order to protect our innovative solutions, we
utilized in the products we developed.
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Defense R&D:

With more than 150 engineers, defense R&D department designs high-tech products for the Turkish
Armed Forces. Many world-class strategic and tactical communication systems and general-purpose or
application-specific military electronics and avionics system solutions have been designed, operated on
the field and delivered for military systems.

Tactical Area Network Solutions are integrated communication networks realized with local design and
production capabilities in order to provide the voice, data and video communication services required by
the Turkish Armed Forces on the tactical area. These products have rugged design to operate at the harsh
conditions of the tactical area. Deployment and field test activities related with the developed products
continue on customer sites.

ULAK Macro Base Station is the first 4.5G-compatible base station which is developed locally in Turkey
and consist of Baseband Unit (BBU) and Remote Radio Unit (RRU). BBU is completely developed by
Netas including hardware and mechanical design, software which consist of physical layer, MAC layer,
Scheduler, RLC and PDCP software, IPv4/IPv6 protocols and X2, S1 protocols design. The product has
the Release 11 feature that meets mobile broadband data needs in Commercial and Public Communication
and Netas is among the few companies worldwide that can offer this product. Deployment and field test
activities related with the developed products completed and 500 ULAK base station order is taken from
operators and production still on going.

The IFF Mode 5/S System has been developed to meet the Identification-Friend-or-Foe need of the
Turkish Armed Forces on various platforms. The system uses IFF equipment with high identification
capabilities and the more reliable Mode-5/ Mose-S features. IFF systems, known as identification-
recognition friend-foe systems, play an important role in military air surveillance and navigation control,
air defense systems, maritime and coastguard security controls and acquire target information (altitude,
tail number, task etc.). Defense Department develops control and power parts of the Interrogator and the
transponder units and Remote Control Unit. Field test activities related with the developed products
continue on customer sites.

Defense Department develops Naval Communication Systems customized for the requirements of various
surface vessels and underwater platforms of the Naval Forces Command. The system provides
secure/insecure voice and data communication including internal communication for intra-vessel and
external communication for inter-vessel or vessel-to-shore communication. Requirement determination
activities related with IP based communication control systems continue.

Netas R&D Ecosystem

Netas, operates with its R&D Center that employs 750+ researchers,who have a deep insight
into the next generation technologies. The company undertakes large-scale projects for the
communications infrastructures of the leading banks of the country, and customized projects for
health care, energy and sports industries, while focusing on the finance, education and public
safety.
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Knowing the importance of a strong R&D Center, we focus on the following key topics for the
purpose of expanding and strengthening the scope of R&D ecosystem:

Innovation is our Strongest Muscle

One of the most important goals of Netas is to make innovation an integral part of our corporate
culture and enrich our product portfolio by adding high-technology value added products that
would compete globally. For this purpose, we have organized various innovation events such as
the Focus Innovation/Hackathon/ Innovation Workshops, and implemented innovative new
products like the first 4G LTE Advanced Base Station design in Turkey, integrator role in mobile
and fixed operator network transformation via NFV based virtual networks, products like MEC,
AAA for 5G security infrastructure, and VolIP cyber security (NOVA Cyber Security Product
Family) projects with certain “path-breaking” capabilities.

Netas also planned other projects to become the market leader in vertical industries. The company
started R&D activities in 0T technologies via “Smart Electric Meter” project and continued with
Smart Home and Smart Door projects. Due to the standardization and security requirements of 10T
infrastructure and the necessity for compatible IOT systems, Netas started development of IoT
Gateway and loT Platform products.

Netas aims to become a prominent and leading company both in domestic and international
markets with its hands-on experience in the 10T. It has 37 EU Project applications in total, 23 of
them at H2020, 6 projects at Celtic Plus, 7 at ITEA, 1 at Euripides.

Our R&D project portfolio includes nearly 60 projects, 40% of those are outcomes of innovation
activities and process.

Netas in Management of EU Framework Programs

In order to increase international cooperation Netas spent consistent and patient efforts in the
European Union (EU) Framework Programs. As a result, Netas is in as Vice Chair of the Celtic-
Plus Core Group for 2 years, which is a EUREKA ICT cluster and an industry-driven European
research initiative. This provides its active support for the formation of European technology as
being part of the top management of the Celtic Plus organization, supporting more than 500
members and industry-initiated multinational, innovative and competitive R&D projects. It was
also elected to the Board Member of Networld2020 technology platform, and became a member
of 5GIA (5G Infrastructure Association).

In 2017, Netas has been in EU project consortia’s with national/international companies and
universities, and made 10 international project application in total. In 2018, 4 more project
application done in EU Framework programs. Besides, company has 2 H2020, 2 Celtic Plus, 3 ITEA
projects for those funding being approved. There are 2 more projects in the ITEA and Celtic Plus
that have received international approval and awaiting local authority (TUBITAK) funding
approval. In 2017, Besides 1 H2020 project has passed the threshold value and rated at high
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evaluation score.

University Cooperation for 25 Projects
For the purpose of improving university-industry cooperation, institutionalizing the relations and
mutually determining projects that would be carried out together, Netas signed and currently

maintain framework agreements with 17 national universities: Bogazi¢i, ODTU, ITU, iU, Kog,
Sabanci, Yeditepe, Ozyegin, Gazi, BAU, YTU, Gebze Teknik, Isik, istanbul Ticaret, Kocaeli, Kadir
Has, Marmara University.

We have completed the seventh semester in the M.Sc and PhD programs with Bahgesehir University
within the scope of “BAU-Netas Techno Academy”. Currently 64 R&D engineers are benefiting
from this program and the academy gave its first graduates.

We are conducting various activities for the purpose of supporting the education of university
students who attend studies that relate to our business. For this purpose we grant short-term
internships to 24 students, long-term internships to 184 students, full scholarships to 20 students and
Ph.D. dissertation support to 4 students.

Netas experts currently give lectures at Bogazigi University and Bahgesehir University in order to
share their knowhow and experiences. We continue the preparations for the courses to be given at
Ozyegin University. We contribute to classes and conduct seminars upon invitation from
universities.

It is major necessity to meet the research needs of the industrialists and to create research programs
related to the social demands and industry related problems. The SAN-TEZ Project has emerged
and been prepared considering this important requirement. Netas attaches importance to this
program and has 9 SAN-TEZ projects completed.

In R&D Center, 12% of researchers are currently continuing their education: 20% of the researchers
have finished their post-graduate educations.

We took academic consultancy for the projects to benefit from the knowledge and research of
academics, Netas has 9 academic consultancy agreements with universities for projects in 2018.

Netas awarded as Telecom Firm with Highest Number of Patent Applications

With the purpose of offering value added innovative products globally, it is important that ideas
of Netas employees are registered and IP protected, and result of Netas works are shared in
scientific platforms.

Netas uses patents and brand protection measures in order to protect intellectual property of our
innovative ideas. The number of our patent applications was 35 (34 domestic and 1 international) in
2013, 37 (34 domestic and 3 international) in 2014, 71 (68 domestic and 3 international) in 2015, 119
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(118 domestic and 1 international) in 2016, 105 (104 domestic and 1 international) in 2017. In 2018,
it aims to make patent applications with increasing momentum.

As a result of ever-increasing patent applications, Netas received the "3rd Best Company of 2015"
award as the first and only telecom company of Turkey in Patent Awards organized by Turkish Patent
Institute.

The study conducted by Netas researchers is shared through scientific papers and publications in order
to become a nationally and internationally recognized R&D Center. 29 scientific papers (20 of which
are international conferences), 4 articles and 6 posters, in total 39 scientific papers are published in
2016. In 2017, published scientific papers are 28 in national, international conferences and
symposiums.

Netas Service Units

NETAS TestCenter Services

The test automation and validation teams under the Netas TestCenter framework are passionate about
the most appropriate testing processes to ensure high customer satisfaction, quality product and
system sustainability. The Netas TestCenter unit successfully performs test services for many sectors
with its long-term international R&D competency.

With comprehensive test environment that is rarely available in other companies in Turkey, hardware
verification tests are carried out both military and commercial communications systems in Netas. As
a result of these tests, if necessary, the product is subjected to corrective actions to maintain high
reliability and quality.

Netas Test Qutsourcing Service
Netas Test Outsourcing Service reduces project costs and provides efficient use of resources and
technologies.

Netas Software Testing Service
Netas Software Testing Service provides testing of software developed for various platforms such as
web and desktop and server software, embedded software, business application software.

Netas Test Automation

Netas Test Automation service uses the most suitable automation method to speed up the test phase
and increase the productivity.
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Netas M2M and Mobile Terminal Tests
With M2M and Mobile Terminal tests, user tests of mobile devices are performed with existing and
new SIM cards of operators, phones, tablets, M2M devices, PCs, modems, routers.

Mobile Application Tests

It is the service of making the maximum number of end-user tests with the appropriate number of
brands, models and mobile devices before mobile applications and services are made live. Netas
Mobile Application Tests service provides end-user satisfaction with comprehensive tests performed
on different mobile devices.

Netas Performance Testing Service

With Netas Performance Test Service, the performance of various software is tested by analyzing
whether they can work properly under high traffic, measuring response delays, analyzing the upper
performance limit of the system according to test results. As a result, performance enhancement
suggestions can be reported to the customers if requested.

Netas Pentest Services
The Netas Pentest service provides a complete solution to the existing situation analysis and
implementation to create a secure IT infrastructure.

Environmental Tests
With Netas's Environmental Tests service, it is ensured that the resistance against natural environmental
conditions of military and civil purposes systems is determined correctly.

Netas Managed Services

Within the scope of Netas Managed Services, the management of IT assets is carried out in the name of
institutions, organizations and enterprises. Proactive management and control are provided through Netas
assurance in order to reduce the costs of the enterprises and to improve their operations.
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GOVERNMENT GRANTS

For the period ended 30 June 2018 the Group has received approved and accrued incentive from
TUBITAK, TL 11.851.401 (For the year ended 31 December 2017 the Group has received approved and
accrued incentive from TUBITAK, TL 21.648.681).

The Group is qualified for the incentives and exemptions provided by Support of Research and
Development Act, numbered 5746 effective from 24 November 2008.

As of 30 June 2018, the Group has a corporate tax benefit of TL 269.678.721 due to research and
development disbursement and TL 54.473.484 of this amount is utilized by the period end. (As of 31
December 2017, the Group has a corporate tax benefit of TL 268.583.663 due to research and development
disbursement and TL 61.227.387 of this amount is utilized by the period end). The Group has booked
deferred tax assets for unused R&D tax benefit (Note 18).

For the period ended 30 June 2018, the amount of income tax incentive within the scope of Act numbered
5746 is TL 6.523.009 (For the period ended 30 June 2017: TL 5.899.296) and the total amount of social
premium incentive within the scope of Act numbered 5746 and Social Security and General Health
Insurance Act numbered 5510 is TL 5.687.088. (For the period ended 30 June 2017: TL 4.856.915).

DONATIONS MADE DURING THE PERIOD

The Group does not have any donations for the interim period ended 30 June 2018

REMUNERATION PROVIDED FOR BOARD OF DIRECTORS

Total remuneration provided for the board of directors for the period ended 30 June 2018 is 0.3 million
TL (It was 0.3 million TL for the period ended 30 June 2017 for the board of directors of the Group).

RENUMERATION PROVIDED FOR TOP MANAGEMENT

For the period ended 30 June 2018, total remuneration for the directors, management, and board members
of the Group is TL 7.8 million (for the period ended 30 June 2017 total remuneration for the directors,
management, and board members are TL 6.5 million).

As 0of 30 June 2018 and 31 December 2017 there is no credit granted to the Group’s management.
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FINANCIAL PERFORMANCE

Six Months Summary
= Consolidated orders booked was TL 412 million in 1H2018.
= TL 408 million revenue was recorded in 1H2018.
= Order on Hand was TL 594 million in 1H2018.

Financial Highlights

TL Million 1H2018 1H2017 vy %
Revenue 408 493 | (17%)
Cost of Sales (371)  (441) (16%)
Gross Profit 37 52 | (30%).
Gross margin % 9% 11% (162)§
Operating Expenses (51) (42) 22%
General Administrative Expenses (18) (16) 15%
Sales, Marketing & Distribution Expenses (28) (26) 7% |
Research & Development Expenses (5) - n/a
Incentives (2) - n/a
EBIT (16) 1] (251%),
EBIT margin % -4% 2% | -
Depreciation 14 13 5%
EBITDA (2) 24 (110%)]
EBITDA margin % 1% 5% -

EBIT = Gross Profit — Sales, Marketing and Distribution Expenses - General Administrative Expenses —
Research and Development Expenses + R&D Incentives

R&D Incentives: Disclosed under Other Income from Operating Activities in the financial statements
prepared in accordance with the Capital Markets Board requirements.

Operating Expenses= Sales, Marketing and Distribution Expenses + General Administrative Expenses +
Research and Development Expenses- R&D Incentives

EBITDA= EBIT + Depreciation
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Orders & Revenue

Orders booked in the first half of 2018 decreased by 7% y-0-y and recorded at TL 412 million (USD 101
million) and orders on hand were TL 594 million (USD 130 million) in 1H2018.

Orders Booked Breakdown

1H2018 1H2017

Tech
8%

BDH
Public 5%

28%

Public
40%

In 1H2018 Consolidated Group revenues was recorded at TL 408 million with a 17% decline.

Revenue Contribution

1H2018 ot 1H2017

Public
27%
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1H2018 (TL million) Public Enterprise International Technology BDH Unallocated Total
Orders Booked 166,2 171,9 5,0 41,3 27,2 - 411,7
Revenue 133,1 176,2 30,8 40,6 27,2 - 407,9
Cost of sales (112,3) (159,1) (24,0) (38,1) (31,8) (5,8) (371,2)
Gross Profit 20,8 17,1 6,8 2,4 (4,5) (5,8) 36,8
Sales,marketing and distribution expenses (11,2) (11,4) (5,7) - - - (28,2)
General administrative expenses - (17,8) (17,8)
Research and development expenses - - - (4,9) - - (4,9)
Operating profit / (loss) of segment 9,6 5,7 1,1 (2,4) (4,5) (23,6) (14,2)
Operating Profit Margin 7% 3% 4% -6% -17% -3%
1H2017 (TL million) Public Enterprise International Technology BDH Unallocated Total
Orders Booked 124,8 190,2 72,3 35,6 21,9 - 444,8
Revenue 132,0 163,0 143,2 33,2 21,9 - 493,3
Cost of sales (116,4) (148,7) (120,7) (28,8) (20,2) (5,9) (440,8)
Gross Profit 15,6 14,3 22,5 4,4 1,7 (5,9) 52,5
Sales,marketing and distribution expenses (10,9) (10,4) (5,0) - - - (26,3)
General administrative expenses - - - - - (15,5) (15,5)
Research and development expenses

Operating profit / (loss) of segment 4,7 3,8 17,5 4,4 1,7 (21,5) 10,7
Operating Profit Margin 4% 2% 12% 13% 8% 2%

Public Segment

Total Order booking performance of Public segment was up to TL 166 million in 1H2018 increasing
by 33% compared to the same period of the previous year. Thanks to successful order booking
performance in Defense category which has offset the melting in Government and Telco categories in a
large extent. City Security Projects, Safety School Projects and System Integration project for 112 S.0.S
and GSM-R project positively contributed to the consolidated order booking performance of the Public
segment in 1H2018.

Consolidated public segment revenue was almost flat in the first half of the year thanks to favourable
FX rate and Group’s diversified business structure. Through the strong backlog in Government category
resulted in a 23% revenue growth while new projects in Defense category substantially balanced the
contraction in Telco’s category on a consolidated basis. Consequently, Public Segment’s consolidated
revenue reached TL133 million in 1H2018 with a slight increase of 0.8% over the same period of previous
year.

Enterprise Segment
Despite several challenges in Group’s operational markets, it succeeded to keep its order bookings at a
flat level in Enterprise segment and recorded TL 172 million new order during 1H2018.

Through the new contracts signed with major enterprises in General Industry and Finance sector also
positively contributed to the total order booking performance of Enterprise segment and Group recorded
circa TL 100 million new order in Enterprise segment in 2Q2018.

Moreover, under the favor of strong backlogs with highly margined large scaled projects and favorable
FX rate, Group recorded 8% revenue growth in Enterprise segment in 1H2018.
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In spite of shrink in order booking performance of Enterprise segment in 1H2018, revenue remained flat
at TL 176 million thanks to long-run relations with the banks and other companies in the Finance Sector
and General industry. Enterprise segment generated 43% of total Group’s consolidated revenue in
1H2018.

International Segment

Mainly due to high base of 1H2017 and long order execution process of potential large scaled projects in
Algeria and other target markets, Group’s international operations’ order bookings and revenue numbers
in 1H2018 were far below compared to the results of same period of the last years.

Technology Segment

Once- more long-run continuing business relations with Ribbon showed its positive impact in Group’s
financial results and thereupon Group’s order performance in Technology segment increased by 16% y-
0-y in 1H2018 and reached TL41.3 million. While revenue grew by 22% over the same period of the
previous year with the contribution of favorable FX rate.

BDH

BDH’s orders-booked increased by 24% in 1H2018 vs 1H2017 and revenue was recorded at TL22 million
increasing by 24% y-o-y for the same period.
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CONSOLIDATED FINANCIAL PERFORMANCE

Group’s consolidated order booking performance
was reported at TL412 million in 1H2018 against Order- Booked
TL 445 million in 1H2017. Despite the (TL million)
macroeconomic instability and challenging global
external financing environment, decline in the order
booking performance of the Group was eased at a
large extent with an improvement in Public,
Technology and BDH segments. Thanks to its
greater presence in domestic market and diversified
business structure.

Excluding the International Markets Group
recorded a growth in its other business segments in
terms of revenue. Due to the strong base effect of

last year in international markets consolidated 1H2017 1H2018
revenue declined by 17% y-o-y and was recorded
at TL 408 million in 1H2018. Revenue

(TL million)

In 1H2018, Group’s gross profit declined by 30%
mainly due to increased USD based expenses and
reported at TL 37 million as of end of June 30, 2018.
While, gross profit margin eased to 9.0% with a
162bps decline in 1H2018 from 10.7% level in the
same period of the previous year.

%

Consolidated operating expenses (OPEX)
increased by %22 to TL 51 million in 1H2018 from
TL 42 million in 1H2017 mainly attribute to rising
USD based operating expenses and increased G&A 1H2017 1H2018
expenses of continuing projects. While, other

expenses increased to TL 42 million as a result of increased non-cash operating FX losses.

Group recorded an operating loss of TL 52 million in 1H2018 mainly due to non-cash FX losses incurred
from FX based operating expenses. Consequently, consolidated Earnings Before Interest, Taxes,
Depreciation, and Amortization (EBITDA) recorded as a loss of TL 2.3 million in 1H2018.

Group recorded TL 35 million interest expenses as a result of increased bank loans and higher interest
rates in 1H2018 to meet operational requirements. Even if increased financial expenses was compensated
with TL 70 million financial income with support of favorable FX rates of USD against Turkish Lira, this
cannot prevent to Group’s first half bottom-line turn to red and recorded TL 23.0 million loss in 1H2018.

Excluding the impact of new standards of IFRS-9 and IFRS-15 bottom-line would be recorded at TL
22.6 million for the first half of 2018.
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Even it was not directly related with Group (Netas) and its subsidiaries, the ban imposed by the U.S.
Department of Commerce against ZTE Corporation of prohibiting from participating in any transactions
involving any item subject to Export Administration Regulations (EAR), Group’s operations negatively
affected. Due to the imposed ban Group missed some tender offer opportunities and stopped the sales of
US products to tear carefully until the assurance of the ban borders. In addition to that, Group’s plans on
the international markets with ZTE were also suspended during this period.

According to the latest news, The U.S. Department of Commerce and ZTE reached an agreement on
settlement and the further steps required to terminate the Order. ZTE has taken the required steps, and BIS
terminated the Order, effective from July 13, 2018. Accordingly, Subsidiaries and affiliates of ZTE are no
longer prohibited from participating in transactions with ZTE involving Items subject to the EAR globally.
That might be helpful to utilize coming further opportunities for Netas in near terms and bring heat to
international operations.

DEBT STRUCTURE & NET WORKING CAPITAL

Balance sheet wise;

Group’s cash and cash equivalents was TL 231 million for 1H2018 with a net debt positioning of TL
406 million.

Gross financial debt was TL 637 million in 1H2018 and whole debt in TL term and maturities of the
financial debt were less than one year as of June 30, 2018.

Cash & Cash
(TL million) Gross Debt Eq. Net Debt
1H2018 636,9 231,4 405,5
2017 326,1 187,2 138,9
1H2018 TL usD
Short Term Debt 628,6 137,8
Long Term Debt 0,0 0,0
Interest Expense Accruals for Borrowings 8,3 1,8
Total Debt 636,9 139,6

Group’s net working capital* (incl. non-current trade receivables and trade payables) requirement
for the financing of continuing projects was TL 934 million as of 1H2018 (FY2017: TL640 million).

*Net Working Capital = (Total Current Assets - Cash & Cash Eq. + Non-current Trade Receivables)- (Total Short Term
Liabilities — Financial Liabilities + Long Term Trade Payables)

24



NETAS TELEKOMUNIKASYON A.S. INTERIM REPORT OF THE BOARD OF
DIRECTORS FOR THE PERIOD ENDED 30 JUNE 2018

2018 GUIDANCE

Group has revised its full year 2018 guidance as disclosed below due to long order execution process of
Fatih Project, various economic, political and geopolitical challenges in its domestic and international
markets and the ban imposed by the U.S. Department of Commerce against ZTE Corporation of
prohibiting from participating in any transactions involving any item subject to Export Administration
Regulations (EAR) which increased the pressure on the Group’s operations.
Key Metrics of Company

Order Booking  : USD basis- low double digit order booking growth on a consolidated basis

Revenue - USD basis- Revenue contraction due to long order execution process of
potential large scaled projects and economic volatility

EBITDA : USD basis- tightening EBITDA margin due to decrease in revenue

Cash - Positive cash generation
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RISK MANAGEMENT

a)

b)

d)

Credit risk

Collection risk of the Group may be arising from delays in the collection of commercial
receivables or lower interest rates applicable to assets in banks as compared to the market
revenues. Commercial receivables are evaluated by the Group based on previous experience and
current economic situation, a suitable amount is reserved for doubtful receivables (except for the
receivables from Nortel group companies dating back to January 14th, 2009 and earlier as detailed
in the financial statements footnote 7, due to predictability of collection) and clearly indicated on
the balance sheet. The amount of overdue but not impaired financial assets is consisted of TL
30.126.202 receivables from Nortel companies.

Doubtful receivables of the Group are 7% of total receivables. Group management does not see
any additional risk regarding the receivables other that the reserved amount. A credit limit is
assigned to each customer and transactions are kept within such limits. The Group has a significant
amount of assets in banks. In this sense, the Group assigns a credit limit to each bank and
transactions are kept within such limits. Financial Audit and Treasury Department of the Group
controls whether or not transactions are kept within such limits.

Liquidity risk

Adaption of a management policy to ensure that the collection due dates for receivables comply
with debt due dates protects the Group against liquidity risk. The Group holds adequate sources to
be able to fulfill its current and future liabilities

Foreign currency risk

Functional currency of the Group is USD and therefore, currency risk is associated for the most
part with the shifts of USD value against TL and other currencies. With the purpose of limiting
the effects of appreciation or depreciation of USD against other currencies, the Group makes use
of its assets in compliance with its liabilities to the extent possible and undertakes contracted
expenditures in the contract currency.

Interest rate risk
Interest rate-sensitive financial assets are placed in short term instruments in order to avoid any

possible interest rate fluctuations. Interest rate-sensitive liabilities constitute 58% of the total
liabilities.
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