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MISSION

Through its positicn of leadership in the Republic of Turkey's Civil Aviation Transpart
[SHT] sactor, to be a premier Eurcpean alriine operating on a global scale and favored
for its flight safety, security, product range, service quality and competitive approach.

VISION

Maintaining a growth trend that exceeds industry averages

Zeoro accidents and casualties

A sarvice philosophy that captures the warld's attention

Prices that are competitive with those of low-cost carriers

Sales and distribution costs below industry averages

Loyal customens who themselves perform direct reservation, ticketing and boarding
procedures

Personnel who recognize that the Company’s gains are directly proportional to
their creation of added value and whe are committed to self-improvemant.
A commercial spirit that seeks to create business for partners in the Star Alliance
and which harnesses the business potential that those partners offer in return.
To be an airline that stands out in its embrace of the principals of modern
mianagement, protecting the interesis of its sharehelders and all other stakehoiders.
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"State Airlines Adminisiration” and commenced operations under the

Turkish Airlines was founded in Ankara pursuant to law No. 2186 as the
1 9 3 3 aulhority of the Minlatry af Defenss,

Im 1935, autharity was transferred to the Minkstry of Public Werks, and
in 1938 the Administraticn was renamed the "General Directorate of
State Airlines,” with autherity transferring to the Ministry of

Transportation jn 1939,

In 1955, pursuant to Law Mo, 4423, the State Airlines was restructured

1 955 a8 a corporation governed by the provisions af private low and continued
its aperations under the name of “Turk Hava Yollar| Ananim Ortakligl™.

As & Publlc Economic Institution [KIK], the Company lell within the scope
af Decree-Law 233 Regarding Certain Public Bodies and Institutions

1 984 publishad in Official Gazette Mo.18570 on Movember %, 1984,

Pursuant te Council of Minlsters” Resolution Mo.70/822 dated August
22, 1990 and published on September 25, 1990 in Official Gazette Mo,
20644, the Company was placed among KIKs to be privatized under the
scope of Lew 3291, The Company’s Articles of Assoclation were structured
in accordance with its new status and approved by the Higher Planning

1 990 Authority via decision Me. 90/18 dated Dctober 30, 1990, and on Novembar
8, 1990 the Article of Asseciation were entered inte the Commercial
Register,

Thie Cornpany was included within the scope of Low Mo. 4046 Concerning
the Structuring of Privatization Activitles and Amendments to Certain
Decree Laws, which was published in Official Gazette Mo, 22124 dated
Movember 27, 1994, Pursuant to Article 35 of the above-mentionad law,
the Company was reclassified as a State Economic Enterprise under
the Ministry of the Privatization Administration, In arder to comply with
the provisions of the above-mentioned Law, the Articles of Association
were amended in sccordance with Article 20(a] of the said law, and
approved by the Privatization Administration an December 5, 17%6. The

200 5 amendments to the Articles of Association received the approval of the
Capital Markets Board by Decision No. 33/953 dated July 5, 2002 and
were deamed suitable via Authorization Ma. 1004 of the Privatization
Administration dated Movernber B, 2002, The amendments were entered
into ferce following acceptance by an extraordinary seasion of the
General Assembly on January 17, 2003,

50% as a result of a public offering in May, and thus ended Turkish
Airlines’ lagal status as that of a state corparation.

2 0 0 6 The share of the government's ownership in Turkish Airlines fell below
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MILESTONES 1in 2007

j_ Turkish Alrlines" Web Site Number One in
E-Commarce...
THY's website was awarded first place in the
e-commerce category and secand place in the
"corporate communications™ category of the “Bth
Golden Spider Web Awards,

]_ THY grows 20% in a single year...

A rising star in world aviation, Turkish Alrlines
increased its passengar numbers in 2004 by 20%,
fram 14 million to 17 mitlion, through new aircraft
additlons to its fleet and the opening of 26 new
routas, The results of THY s 2006 traffic oparations
were announced to the [stanbul Stock Exchange
(IMKB) on February 14, 2007.

_)_. Mystery Customer and Honorary Observer
Projects...

in order to improve the quality of service it provides
to [ts passengers, Turklsh Alrlines has Inltated
miystery customer and hanerary ohsenver projects.
Having declared 2007 as the year of quality, THY
established a Customer Relatianship Management
ICRMI| Directorate. The stated goal of this
Directorate is to develop customer loyalty
programs aimed at imcreasing customer
satistaction and loyalty, THY's “mystery customar™
project has been designed to evaluate quality of
service before, during, and after flights through
the eyes of the customer and under pre-set
scenaries.

l_ Four new roubas from THY...
At the Board of Directors’ meeting on January 23,
2007, a decislon was made to launch four new
routes: Istanbul-Nevsehir, Istanbul-Batumi,
Yenisehir [Bursa] - Trabzon, and |stanbul-
Eskigehir.

) Turkish Airlines transports cver 300 tons of Aid
Supplies without charge...
A rising star in world aviation, Turkish Alrlines
[THY] has now extended its anm of aid assistance
averseas. THY transported 150 tons of ald supplies

]._ Partnership between Lufthansa and THY

) consolidated results for 2004 announced...

) THY is second in Europe for departure punctuality...

B THY Aircrait Safety at the highest Level...

) Support to the Red Crescent from THY...

under the mantle of the Human Ald QOparation
Initlated by the Turkish Red Crescent directed at
Africa.

commance on March 28...
A bilateral agresment signed betweesn Lufthansa
and THY provides for the start of codeshare flights
and scheduling compatibility as of March 25,
including summer schedules, an flights between
the two countries an routes between Istanbul-
Frankfurt, Istanbul-Dusseldorf, and Ankara-
Frankiuri.

Turkizh Alrlines’ 2004 conaalldsted financlal
results were announced to the Istanbul Stock
Exchange.

= Met profit rose 28% to US $132 million
[¥TL 186 millianl;

- DOperating Income rose 229 to US 52,832 milllon
[¥TL &,0&% million.

In the past year, we achisved an on-time departure
rate of 83,7%. Over the lirst three quarters of 2007,
this rate has increased to 846.T%.

The aversge operatlonal safety level of member
companies of the Association of Eurapean Alrlines
[AEA), which features Europe’s leading airlines,
is 97.6%. The aircrafi at Turkish Airines sxcesd
this average lor an operational safety level of
FY.A%

An agreement has been signed between Turkish
Airlimas and the Turkish Red Crescent. This
agreement provides for cooperation betwean
Turkish Alrlines and the Turkish Red Crescent In
support of the Turkish Red Crescent’s human akd
operations, beginning in Africa and Pakistan and



extending to many other domestic and international
locations.

) THY and Lufthansa begin joint flights between
Istanbul and Munich...
Codeshare flights between Istanbul and Munich
begen service on May 3, as the second phase of the
cooperation agresmeant betwesn Lufthansa and
Turkish Airlines that became effective on March
25. Along with start of joint flights, Turkish Alrlines
will provwide service out of Terminal 2 at Munich
Alrport.

) THY personnel celebrated 7&th Anniversary
Festivities with Sezen Aksu....
Turkish Airlines’ personnel ushered in T&th
anniversary celebrations first with events held in
the gardens of the Headquarters Bullding, followed
by a fabulous concert by Sezen Aksu at the Abdi
Ipekecl Sports Stadium that was attended by THY
personnel from araund the globe.

) Flights begin between Istanbul snd Batumi...
On May 2%, 2007, Turkish Afrlines supplemented
its flights to the Georgian capital Thilisi with the
opening of its secend international route to Georgla,
bebween Istanbul and Batumi,

_‘l—ﬁm‘lﬁ'ﬂ'ﬂ'l'll'ﬂ Technic for wark health and
safety...
The first “Work Health and Safety Fair™ was held
in Istanbul's Harbiye Milltary Musewm and Cultural
Complex. Organkzed by the Ministry of Labor and
Socisl Security, the fair featured exhibitions of
Work Health and Safety [I56) equipment and
personal protection products, THY Teknik A.5,
participated In the felr as the only company
practicing tha implementaticn of such egquipment
and products.

]__TI'I'I" and Austrian Airlines Commence Milas
"~ Program Partnership...
The Agreement allows members of each airline’s
fraquent fiyer programs to apply miles collected
on fighta with either Turkish Alrlines or Austrian
Alriines towards both airlines as of June 1, 2007,

) Istanbul-Eskisehir fights have begin...
On June 21, 2007, Turkish Airlines began flights
between istanbul and Eskigehir.

) Bursa-Erzurum fights have bagin...
On July 3, 2007, Turklzh Alrlines began bl-weekly

flights between Bursa and Erzurum.

) Restarted flights to Cape Tewn & Johannesburg

On September 17, 2007, Turkish Airlines began

flights on a route connecting Istanbul,
Johannesburg and Cape Town,

_1_ Swiss International Airlines and Turkish Airlines

cemmence miles program partnership..
The agreement signed between Swiss international
Airlines and Turkish Alrlines allows members of
each airline’s frequent flyer programs Lo apply
miles collected on flights with either Turkish
Airlines or Swiss International Airlines towards
bath alrlines as of Seplember 20, Z007.

'} Turkish Alrlines Earns third place for in-flight

entertainmeant...

Az part of the ~Aviation Awards™, the World Airline
Entertainment Assoclation [WAEA] gave THY the
third place award for in-flight entertainment.

Turkish Alrlines slas Me. 1 In Customer
Satisfaction...

Turkish Airlines secured first-place in the Turkish
Custamer Satisfaction Index (TMME] for the air
transport sector.

 Turkish Alrlines rises to four stars in the Prestige

League...

Skytrax, a company that evaluates the service and
guality standards of airlines and airports under
750 parameters, has boosted Turkish Alrline's
rating to four-star, These rating results place THY
amang the most prestigious names (n world
aviation,

) Turkish Airlines’ 10SA Operating Cartificate

renewed...

Turkish Alrlines has renewed ts IATA Operational
Safaty Audit (105A) operating certificate, which is
the first world-wide standard for airline safety
menagement, developed under the direction of the
International Air Transport Assocciaticn [IATAL

)_ Istanbul-Hatay flights begin...

On December 10, 2007 Turkish Airlines launched
flights between Istanbul and Halay,
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In 2007, our Company continued Its steady march
tewards becoming a global player In the highly
caompetitive aviation industry by further increasing
efficiency and effectivenass, At the end of this successiul
year, wa ara pleased to have achieved all of tha goals
that we had set out for oursalves. This past year was
nat anly & year of increasing passenger numbers and
revenue strapms; It was slsa s year inwhich we achieved
each and every one ol our quallty largets.

Dwr growth numbers have always stood out from other
measurable data and as such have broken record upon
record. While member companies of the Association of
Euraopean Alrilnes lasl yesr eversged 8 growth rete of
£.1%, THY grew 16% to reach 20 million passengers.
We provided service to regions across the globe through
141 flight destinations, 102 aircraft, and approzimately
11,000 personmel

While THY s passenger numbers doubled over the past
four years, we are very happy to see thal this growth
was accompanied by commensurate achievements in
safaty, guality and other similar areas to which we

assign great importance. Dur Company ranked first in
Europea for Operational Safety Level amenyg the member
companles of the Assoclation ol European Alrlines,
Thus, the safety al our alrerall, which are maintained
by THY Teknik AS., has once again been memorialized,
As a comipany that treats flight safety as its fundamantal
priority, THY has established iself as a trustworthy
name worldwide, and these resulls also speak to the
sueeeas of aur personnel. The most impertant larce
behind these successful achievements is the THY
Raliability Cantrol Program.

In the meantime, the independent rating agency Shoytran,
which evaluates airlinas and alrperts based on guality

and service standards, increased Turkish Alrlnes” rating
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MESSAGE FROM THE CHAIRMAN
OF THE BOARD

to four-star. With these results, THY now occuples a
place among the most prestigious names in world
aviation. Our effarts were alsa recagnized in the
conclusions of the Turkish Custormer Satisfaction Index
[TMME]. The TMME provides impoertant Information an
timediness In tracking trends in customer satisfaction,
customer loyalty, and related prafitability and
compet/thveness. This year was the first In which the
aviation sector was meassured, and THY was pronounced
ﬁ;ffg?é'n?’”"“ company by the Quality Asscclation

Turkish Airlines has always viewed customer
satislsction as its highest priority, We are aware that
understanding the customer is most basic factor in
increasing customer satislaction and loyalty. In this
wain, we kicked off the “Mysiery Customer and Honorary
Observer™ pragram in January of 2007. Through this
project, we are able to dgﬂn Inﬁﬁﬂmm expectations
of our customers and plan THY's future in line with
thosa expoctations. The project allows us to monitor
under pre-set scenarios the quality of all our services
before, during and after flights in our call centers, sales
offices, agencies, and check-in desks as well as our
Internet site.

#s tha face that greets Turkish Airlines’ customers, our
website [www.thy.com] received the first-place award
amaong 1,061 website entries in the "E-Commerce”
category of the S5th Golden Spider Wab Awards, and
placed second in the "Corperate Communications®
category. This award is testimony of the effective
administration of our website, which has seen lts
number of users increase fram 1 millian to 2.5 million
and for which numersus expression af gratitude for
bath its design and usability have been received from

passengers. Throwgh on-godng renswal, we continuoushy
increase the variety and quality of the services we are




abile ta provide en our website, which is sccess]ble in
17 different languages. We now provide aur custamers
with onling besrding services, which |s offered by anly
& small handiul al alrlines worldwide, Henos passengers
who check-in through our website are able to prepars
anline boarding cards snd proceed directly to thelr
flights fer boarding.

Dur webaite has been sctive since 1794, and has now
engineered another revolution to add to such services
83 reservations, electronie Bcketing |e-ticket], and anline
check-in. Always been an innovalor in Turkey, Turkish
Airlines now offers a Flexible Price Viewing System
service through its website, www.thy.com, This system,
available for international flights, makes inquiries into
seat availability and pricing much faster and easier,
Travel opportunities are enhanced by the ability to search
for seat availability three days pricr to or after desired
dates, and to scan one day ferward or backwards for
batter ticket prices and various other options.

Dur strides in growth, developmant and transformation
have placed their stamp on the past four years. By the
end of 2008, the number of our aircraft will increasa
from 102 to 117, and we will offer cur passengers mora
options and flexibility in the frequency of service on aur
routes. At the end of March we will finalize our
membership in the Star Alliance, and as a result, our

high standards of service and our values towards
flight safety will become better known and recognized
throughout the world through Star Alliance accreditation,
By delivering brand new options, possibilities, and
opportunities to our customers, we will fully cement
our [dentity as a global airiine.

interior work has been completed on two of cur double-
alsle, wide-body alreratt serving long-heaul routes In
particular, and these alroraft have entered acthoe servics
In aur flest, having been sutfittad with the maximum
standards of comfort and the latest entertainment
syslems. AVOD digital in-flight entertainment systems
have been inatalled in our A-340 aircraft, in addition to
our A-330 aircraft serving long-haul routes. This system
sllows sur passangers 1o choose deslred applications
by remote control in business class and by elther rermobe
control or touch screen in economy cless, As a resull
of this work, THY's success was recognized through
selection as the third best alrline at the 19th Avion
Awrards, which judges on-board services. This award,
which was organized in conjunclion with the WAEA by
Skytran, one of the world's most respected auditing and
consulting firms, was voled on via website by passengers
from around the world, and is held up as a fruit of our
efferts in on-beard services.

The success of the past four years clearly cannot only
be atiributed to continuous and pure growth alona. The
most important elements driving this growth have bean
the development of new products and quality services
and maintaining a favored position over our compatitors,
while rigorously adhering to Turkish Airlines’
uncaompromising culbure of placing traffic safety as tha
basic principal in all matters. In this context, THY has
established a new subsidiary, Turkish Do&Co AS., which
provides high-guality catering services and has been a
source of greal satisfaction to our customers,

in Line with s policy of product diversification, THY
affers through SunExpress - & campany in which it has
a 50% owmership shere - affordable [low-cost business
model) passenger carrier services direct between lzmir,
Antalys, and Adana with no slops In istanbul or Ankara
and on certain other international routes. in this seme
veln, & preparations are nearly complete for & new
operation thal will be based cut of Anlara and opersted
under the trust of THY. W will olfer this new service
under a different “brand”, and [t will feature flights with
frequencies sulficient to tie together the four corners
of Anatolia, Because costs will be relatively Low, ticket
prices will be held at affordable levels, and the project
will serve as a feeder out of Ankara into THY fights to
the impertant cities of the world, In this manner, the
establishmaent of a regional flight service network will
begin in Anatolia.

& mew AZ20 flight simulator equipped with culiing-edge
technology has been added to the thres existing
simulaters in our Flight Training Cenbar. With this fourth
simulater, the Turkish Airlines Flight Training Canter
provides training services to over 30 national and
international airline companies, not including Turkish
Airlines itsalf. A botal af 11,000 hours of simulator usage
broughtin EUR 4.5 million of revenue.

As a leading inncvator in cur country, THY has made a
historic decision to establish the THY Flight Training
Academy ta train pllots to world standards. Thus, THY
will train both its pilots as well as future pilots of the
reglon’s alrlines ta the standards required for duty as
pilots and licenses holders for commercial airlines.

I 2008, the International Air Transport Asseciation will
hold its annual meeting In Turkey for the first time,
bringing Istanbul to the ferefront of world eviatlon. This
meeting will be skgnificant not onby In premoting THY,
but alss in Bringing publicity ta lstanbul and the rest af
BUF COURLry.

At the close of 2007, the Board of Directors developed
further cur previously laid-out strategy and resalved to
commence & new push farward. We formed & new
dream, extending to the 100th anniversary of the Turkish
Republic. This dreamn sels a goal for Turkish Alrlines to
have a Meet of approximately 250 aircrait, to be a global
player in every sense of the word, Io provide service
well beyond the potential offered by Turkey alone, and
to conduct its work with great rigor, effectiveness, and
efficiency. The uwpcoming celebration of our Toth
anniversary on May 20, 2008 acts as sufficient
encouragemaent for us to build on this dream. In crder
for it to become reality, we herald 2008 as a period in
which we will wark with both passion and anjoyment,

We commemarate with gratitude the founders of our
Republic and of Turkish Airlines - first and foremost
the source of our inspiration, Mustata Kemal Atabwrk -
for laying the foundations upon which, one by one, wa
have built our dreams.

=

THY A.O Chairman of the Board
Dr. Candan Karlitekin
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BOARD OF DIRECTORS

Or. Candan Karlitekin
m Chairman of the Board

Mr. Karlitekin was born in Ankara in 1740 and
graduated from the Department of Economics of
Bogagzici University in 1783. Batween 1783 and 1784,
ha completed out Masters and Ph.D. studies at the
State University of New York in Albany in international
trada, finance, and macroeconomic medeling. He
subsequently serwed in various positions in the State
Planming Drganization, Turkish EximBank, Istanbul
Metropolitan Municipality, and Turkish Development
Bank. He is married with four children.

¥l Hamdi Topcu
Viee Eh:h'm.nnpﬂ the Baard

Mr. Topou was Born In Rize in 1944, He graduated
from Marmara University In 1986, receiving his
degres in Economics and Administrative Sciences.
He began & certified accounting practice In Kartal in
1984, and continues his werk Bs an accauntant and
financial advisar. Mr, Topeu Is married with four
children.

Doc. Dr. Temel Kotil
m H-:Ehnr-uﬂhnﬂm

Born in 1969, Mr. Kotil graduated from the
Aeranautical Engineering Depariment of Istanbul
Technical University in 1983, In 1984, he completed
hiis first master's degree in the United States ai the
Asronautical Engineering department of The
University of Michigan, his second masters degree
in Mechanical Enginaering in 1987, and his Ph.D in
Machanical Engineering in 1991, Following his Ph.D.
work, Mr. Kotil served as Assistant Associale
Professer and Associate Professor al Istanbul
Technical University in the Facully of Aerospace
Zclences. In 2003, he began his carrier with Turkish
dirlines as Vice President of the Technical
Departmaent. In 2005, he was appointed Ganaeral
Manager of Turkish Airlines, and in 2008, he was
elected as a mamber of the LATA Board of Directors.
Mr. Kotil is married with four children.
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[ Atilla Oksiz

Hember of the Bosd

Barn n 1950, Mr, Dhsir completed hin shiadies at
fihe Ankara Milllary Schesl bn 1H0, the Arifllery
and Missile Acedemy in 1767, the Land Forces
Command School of Avistion Pilot Course in 1972,
Military Acadery In 1778, the Aviatien School of
Language, English Cowrsa in 1982, the LS. Lard
Forcos Celiege of Command and Ganoral Stali i
1905, angd the Armed Forces Acodemy in 1087, s
is rrarried with e childl

E¥l Mehmet Biylkebks]

EEEl Prof. Or. Cemal San

Member of ihe Beard

Mr. Janli was barn in Mansss 5 1950 He gradisied
freem the Faculty of Lew of istanbul Unbrershy In
1¥T¥ andd recebeed his Hte as 2 Doctor of Law with
the publication of his ihesis "Internaticnal
Commuarcial &rbiiration” i 1985, Ha comploted
hiz P50, thesls on sSemational Arbitration af the
“nstiute of Advanced Legal Studies™ associabed
with Ehe Linfeersity of Londos. In 1987, he became
Assistant Assocabe Professor, in 1990 Assodabe
Professor, snd i 1998 full Professor at Istanbul
University’s Faculty of Lew. He i curmrendly the
head of the rernatioeal Private Low Depariment
of thee Faosity of Low ot [stanbul UnbversHy. He is
married and has foor children.

IER Prof O, Ales Vuran

'-:|| Fidf
Member of the Baard

Borm in 1962, Mr. Alpear sttended the French
Saimt Michel Lyces and graduated from the
Dapartrmant of Maragomend Scienoe of Bosphoms
Urifvesity. Ha began his professionsd caroer s o
founding partessr of Panta Tedcst®l in 198% and In
1993 vas aapoibed s tha 0E0 of BV Mobil Telefan
Hiemeiler] A5 Mr. Alkpinar aber served as GED of
MY Holding AS. and plaved am active rels i tha
craation of Fnkur Halding SV, k. Aginar served
us the Cenersd Mansger of Turkcell belwesn
Sanuary 1, 2007 amd Sefy Z006. He Is rarried with
Dot L,

Mipriber al the Baard

Hr. Bilyikeksl was born in Gazlaniep in 1967 and
graduated frem the Facully of Architeciure of Yilde
Technical University in 1788. He participated in
Hansgamant Courses 3t Marmara Unbsersity, and
In Managument and English courses In England in
1958, He currendly holds posiins as Yios Chalrman
o Bt Exgarteirs Coumcll of Turkey, Mesmber of the
Baard of Directors af the istenbul Chamber of
Indusiry, Hember of the Beard of Direciors of
Turkish EximBank, and Member of the Beard of
Diraciors of e Turkish Leat®er Foundalion, Mr,
BOliehsi & aleg i Denkral Cobrdnaber of the
Tilaan Orowp

Aasfiting Commesion Mamber

Mr. ¥uran was born in Istanbul in 1744 He
preduated fram the L Arad ey of Ecandamib:
and Cormemarciad Sohences, and conducied studies
al Raly's Poruga Unisersily in 1986- 1747, He
recvied his - In TFTE, Bacams an Assstluio
Prafessor in Y978, and fell Prefessor in 1784 s tha

EIO?I‘I.I“IHH‘EI.IMGI:IM Mumarical Mathods.
In 1571, ha Tounded Turkey's frss private alrline

camparry [Anadsls Havseilic we Turizm A5.]. He is

currenily the Hector ai Istankal Unlversity of

Cammeerce and hesds the Depariment of Teursm
fil wlihin Ehe Faculty of Commer:isl

Schences ¥l |slanbual Ueiversity of Commarce He

5 married with beo children,

is Iha Dasaral Coordinater ol e Thylan Group

KR small Gercek
Euditing Cammbiien Mambear

Born i Canakkabe In 1963, Mr. Gerpeic graduabed
in 1¥85 from Ankara Unlversity, In fhe Depariment
of Public Administration of the Faoslty of Politicl
Scipn s |n thal sama yoar, ha bagan working as
Dueparty Finasce Inspacior on the |nspadilon
Committae of the EEaistry of Finance. Botwaean
199294, it coampleind bis Mastor of Arts degres
i kbaniy aeed Banking (n tha Unibed States as well
as past-grafieate studies In Brance. Since 1978,
B Bas worksd as & periner and cortflesd public
accourdsnt in an sccountdag frm.

ER Hacl Afbal

Aditing Commities Member

Mir, Agbal was Barn in Daybwrt in 1760, Ha
grdiuated rom the Depariment of Publls
Administratisn of the Faculty of Political Scences
of Istantgl Uiniveraiy in 1909, Bebwean 1999191,
e compheted an MDA program at Exster Universty
Im England. He s Is now engaged In a PRl Program
in Mansgement at the Instiiube of Socal Scencea
off inkara Univarsity. Hr. &880l comently continees
his detivs 25 General Manager of Budpet and
Finamscial Covirol in the Ministry of Feance. Ho in
married with beo chilgnen.
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STRATEGY...




strategies

Targeting Grawth and Development:

Qur growth numbers have to the present day stood cut from
other measurable data, and they continuously break new
records a5 regularly communicated to the media, Turkish
Airlines has achievaed these high rates of growth and
development throwgh global and regional marketing
strategies that harmess existing and potential opportunities
ln the growing market, and we now aim to achieve aven faster

hi'n I:Impli'l'id the procass of membarship entry
lrltn the Star nce, In line with this goal, Turkish Airlines
has identified several new strategies, from business madeling
o new business units, sub-brands in low-cost carriers (o
investmants inca and fram increasas in airport capacities
to improving the e ivaness of A5 flight netwark, AniLrﬂs
have bean made of the factors that will serve to sirengthe
attainment of these guals and the strategies have bean
daveloped to pursue t

In this regard, preparations are nearly complete for a new
aparation based in Ankara that will be operated undar tho
trust and safety of Turkish Airlines, This new product,
delivered under a different brand nama, will tie Ankara to
tha four corners of Anatalia with nntﬂl hts and a product
design that features comparatively and accordingly
economically-priced ticketing. AI tha I-IITII tima, this new
service, with its axis in Ankara, will serve as a feeder for
direct flights that will s0on begin departing from Ankara fo
impartant world destinatians. With Anatalia as the embroidery
frame, the nucleus is being established for the knitting of a
regianal flight service web,

Aiming for Sustainable Profitability

As a result of increasing competition in the sectar, shrinking
profit margins and the first glimpses of consolidation, a
sustainable presence cannot enly be built upon growth but
must also give equal importance o sustainable profitability.
Mindlul af these changes, Turkish Airlines secks 1o make
effective use of the Internet and other technology as it
develops rfﬂJHL'l- that track Income-cost balances for
susiainable profitability, optimize marketing and feet
strategies, and improve process elliciency and effectiveness,

Strengthening Global Brand ldentity

As an airline that meets international standards In serdce
and flight uiﬂy Turkish Airlines in 2008 aims to further
increase flight saf rﬂunﬂ quality af serdce thraugh carefully
constructed strategic plans and programs. alan seeks
to become Europe s firat five-star an'llne In this context,
Turkish Alrlines aims to strengthen (ts corporate |IiEI'|I|l!|r
araund the werld and 1o increass the value of [ts Elnlul
bramd-name by establishing a richly varied and highly
compatitive scheduling structure, further developing s

ce andd Might safety, tmhrar_ln»g a focus an the customer
and harnessing the value of opportunities thraugh glub.u‘.
cooperation. Turkish Alrlines is fully aware of the interaction
betwesn Ihainﬁm“ﬂ!ﬂ and the principals of sustainable
grawlh andlpru tability, and It Is committed ta developing
prajects in line with this awarenass.

Adding Value to our Personnel:

It is an undeniable fact that disregard for the humean factor
will Lead to failwre in any business. The persannel at Turkish
Alrtines’ execute oparetional procedures, are the architects
af the company’s strategles, define marketing policy, plan

uetion - in short, make the Company’s aperations a
reality. Turkish Airlines therefore provides programs to
Increass employee satisfaction and advance thelr personal
and professional developrment in a manner that confers wpon
them the value and mwrlan:.e they deserve, and we alm ta
da considerable more wark in this area. We know that peopla
are the most valugble of all assets.

Business model

“"Hub and S5poke” as our Company's basic operating
madal

In additien to the basic business madel, to implament
direct connectlon, low costflow fee and other models
through subsidiaries or affillates and under different
brand nameas

Istanbul as the main hub for internationel flights
Istanbul and Ankara as the maln hubs for domestic
Tlights

Istembul, Ankera, lzmir, Bnd Antalys as departure
points for conneciing international lights

Ta translorm cur Company Inta a global brand name
by balancing shori-term prefitability and market share
atralegles with the development of long-term brand

recagnition.
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quality

PHILOSOPHY

Quality Management at Turkish Airlines

The aviation sector is ene of the most intensely competitive
sectors im the world. This means that along with the
development of products and services that meet the
expectations of global customer segments, tor an airline to
remaln sustainable, |t s eritical to wiew as an Integrated whale
the health and salety of its personnel and the direct and
indirect effects of its products and services on the enviranment
and the public,

Ower the course of a year, work has been underway to sacure
150 140001 Envirenmental Management System certification
in areas cevering envlronmental safety and conversation,
reduction and contral of waste at source, saving In energy and
rmaterial Inpuls, elassification of waste streams, protection of

| /4 THY | Annust Repart 2007

parsannel, maintaining operational safety, product
presantation, service functicnality, and ansuring customar
and warker safety.

At the same time, engolng werk Is undersay relating ta TS
18001 [OHSAS] Werk Health and Salely Mansgement System
for the reduction of accidents In the evenl af emergency
situations (earthquake, fire, flood, etc.], minimizing on-job
accidents and professional lilnosses, and increasing responsa
capacity io amengency and unexpected situations, Risk analysis
studies relating to the environment and work health and safety
continue for all eperational areas and premises. The
identiflcation ol areas af strenglh and weakness ina SWOT
analyses wpon the completion of this woerk will be & valuable



contribution to our ongeing development,

Dur quality management applies a_F 55 M anagemed

that ks implemented on a Divisis 5I5 it sEparate_— |

prn:esrses.d-efme LpECh Oivis foess Management 1

and Environmants Ith and-Safety Management
TR whulﬂunﬂ'ﬁﬂmlnl_egrated ystem |
IEGE miE T

0. is- ﬁudll.ed by natlonal and International authorities
[0S SHGM, TSE] on areas coverin aperatians,
_~sarministration, product, serdlee and process ellectivaness,
When the process of membership In the Star Alllance is
cammplete, will be Included within the auditing mechanlsms
ol the Star Allisnce member airlines,

Our Quality Policy

To seek excellence in service

To rrsintaln swareneas of the velue of ke, place Lop priority
on salely and security in all our services

To exhibit & custamer-eriented business approsch

To maka a differance through our personnel

To use cutting-edge lechnology

To continuousty maintain a broad and strong flight network

To parpetuate our identity throughout the warld as leading
aviation company

To be a leading voice in world civil aviation

To conduct our operations with & keen understanding al
sacial responsibility

To form strong bonds with our business partners
To increase efficiency and effectiveness

To abide by the standards of Quality Management System
and confinuously improve our effectiveness,

Workplace Safety and Health and
Environmental Policy

To conduct aur operations In sccordance with laws and
regulations an Weark Health and Safely and the
@i Fom el

To resolutely implament an effective Workplace Safety
and Heglth and Environmental Manegement System, and
o continuously develop and Improve cur Envirenmental
and 156 performance

To remove risks associated with anvironmental impact
and I5G and te implement the reguired information,
education and environmental conditiens se as to avoid
placing the security, safety and health of our personnel
at risk in working areas

Ta determine areas of accident risk and potential causas
af accident risk and to take all necessary corrective and
prevantative precautions

In order ta leave a livable environment to fulure
ganerations, to practice infermed preservation of the
anvironment, to use anargy and natural resources in an
affective and afficient manner in all aur operations, and
fo reduce waste to the minimum possible levels through
a knowledgeable application of recycling, recovery, and
reuse,
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Turkish Airlines Inc.

Integrated Management System

Turkish Airlines has formed a quality delegation structura
oriented around its divisions and management, and
implementation has begun of the "THY A.Q. Process
Management” through the divisions. This system defines 27
divisiens and 27 processes and s tracked through direct
reparting to the General Manager though the "THY A.0.
Process Mansgement Regoriing” mechanism. Approximately
EB0 operational procedures heve been prepared for the 27
diwisions, in which manuals, erders, work flow disgrams,
plans, and announcements are monllered through contrelled
docurnentalion, Perlodic Managemenl Review Meatings have
begun belng held with the partlclpation of division hesds and
senler management. The “THY A.0. Documentation
Managemenl Syalem” has been astabllahed, which leatures
a centrallzed hierarchical classification systerm in an elecironic
mmediurm.

Parsonnel Participalion Principle

“Periodic Duality Delegate Informational Meetings and Events”
are conducted in order to systematically apply the principles
of "Persannel Participation™ and “Internal Communication™
in the Quality Policy and to disseminate personnel guality

firmual Roport 2007

awareness via the dalegation system. In line with the principal
af "Personnel Participation™, a centralized hierarchical
glectronic structure has been established under the title
“Personnel Recommendation Evaluation System and Cost
Reduction Recommendation Evaluation Systermn.” With respact
te the implementation of Quality Circles, work has been
carried out In companies to establish a "Quality Circles
Banchmark” by conducting technical tours of Turkey's la
institutians. In sur Company, we have given the (ua
Implementation the title Quslity Improvement T
“Quality Impravement Teams" Implem
Impreverment ellorts are underway and h
on a division basia, in same divisions, "5 5
being conducted,

initlated

Auditing

In 2007, “Internal Auditing” and
ware initiated i arder ta imp
A& TS.EN, IS0 9001:2000 O
certificate was issued following
audit carried out by TSE in 2
150 90012000 certification w

f Auditing” processes
and service quality,
Management System
ity Management System
2007, permanent TS.EM,
curad through an interim




Quality Management System auwdit, and 1054
certification was alse renewed with the successful
passage af @ 2007 Dperational Safety Audit conducted
by the IATA. In addition, the Civil Aviation General
Directorate |S3HGM) conducted a Quality Management
Systern audit, and an in-house virtual audit was also
conducted on & Division basis In order to evaluate the
sultability of documentation as “cantrolled documents.”

Custemer Satisfactian

Procedures have been documenled via Cuslomer
Relationahip Mansgement [CRM] for areas relating to
Customer Loyalty Analysis, Glabal Customer Research,
Corporate Prestige Research, and the Hidden Customer
Program, and implementation of the “hidden custamer”
program aimed al guality improverment has begun. An
airborne preject has been initiated under the guality
slogan "Best Cabin Best Service”, which menitors the
courtesy and tact of cabin personnel, presentation of
in-flight meals, gendality, and various operating critersa.
SKYTRAX, which audits THY infernational flights bafora,
during and after flight and assigns pasitive or negative
results regarding the quality of services, has promoted
Turkish Alrlines” fo a category “Four-5tar Airline” as
a resalt of cwr efforts in improving service guality. OQur
company has made the decision to anter into the Star
Alliance as a maasure to improve both customer
satisfaction and our global image, and partnership
wiark is undersay with member airlines of the Alliance
te improve internaticnal products and sarnvices and to
participate in global information sharing and awditing
mechanisms. Far 19 years, frequent travelers have
expressed their opinlens of Frequent Flier Programs
and chosen the best program through the Freddie
Awards, known a5 the Oscars of the travel sectar. Visting
is directed al the quality and functicnelity of frequent
flyer programs throwghout the world and is conducted
ower nine Freddle Aweard categories. The resulls of the
competitien, In whieh Turklish Alrlines ks participating
wilh Its Miles&5Smiles Freguent Flyer Program, will be
announced an April 24, 2008,

Increasing Qualily Awareneas

TSE has provided training an quality and internal
auditing o division quality delegales, and personmel
awareness has been augmented with the distribution
ta all staff of the "Quality Handbeak,” "Quality
Magazine,” and "Integrated Management System
Handbook,” Under the “Quality and Behavioral Training”
unit, an E-laarning project has been completed to
increase quality awareness, and “Multi-use Envelopes™
developed by the "Depot and Quality Control”™ unit have
bean introduced in order to minimize paper waste. An
in-house water and electrical anargy savings campaign
of importance to the Environmental Management
System has been initiated that seeks to make more
efficient use of natural rescurces, which has resulted
in enargy and cost savings.
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TOTAL TRAFFIC

resu

2007 was nol only a year aboul Increasing aur passenger
numbers and revenus streams; It was also a yaar that
featured our attainment of our guality objective for eur
Company. While mamber companies of the Association of

f Airlines aversged & growth of £.1% Last year, THY
posted & 14% growth rate and reached 20 milllon
pasaengers. With 141 flights routes, 102 airerall snd
approximately 11,000 personnal, we provide service to
regions all across the warld.

Hereing declared 2007 a5 the year ol guality, the achievernenl
aur growth siralegy targets has bean sccompanied by an-
gelng helghiening ol our bar el guallty. We are justliilably
proud of having accomiplished this quality growth, Increasing
carge traffie and our widening Illlaluml'rnﬂmnmuhl
indicators that aur organization assigns great importance
1o quality &= i eontinues ba grow. Carge traflic has increesed
by 15.2% over tha previous year through efficient capacity
ulilization. In 2007, we hauled 39,073 tors on dormestic
routes and 145, 14% tons on intermational routes for 3 total
of 184,222 tons of cang transparted, bringing in US 52671

milllion in revenue.

Its

1 9.6 million

2007

2003 20:0i 2005
MUMBER OF LANDINGS 100,607 105493 127137
KMS FLOWHM (000) 137.092 147692 166501
AVAILABLE SEAT HKMS [MILLION] 24.040 26481 27.805
REVEMUE PASSENGER - KMS [MILLION] 14,112 18,594 21117
LOAD FACTOR %) &7.0 70,2 .5
AVAILABLE TOM-KMS [MILLION] 3,229 3.558 a.988
REVENUE TON - KMS [MILLION] 1.0655 .103 2.590
OVERALL LOAD FACTOR [%] 53,4 45,6 5,0
REVEMUE PASSENGERS (000) 10,4340 11.%1 14,134
CARGO [TONI] 117.923 129,504 140,557
MalL [TON] L.E9Y LBAT 4415
EXCESS BAGGAGE [TOM) 2516 2.7a3 1714
PERSOMNEL [YEAR-END TOTAL] 10,2379 10.%5& 11127

TEd.09Y
23T NLT
£1.61%
JL251

T&7

5,535

3.54%

b, ?
19838
177506
6.7 1%
1aAF

1453
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) TOTAL TRAFFIC RESULTS

%

IRTERRATIORAL ROUTES Hi i sl bt I
MMEER GF LANDMAE GlAKE SLE¥B AIAEY  TREDS
HHE FLOWS [D00] 10030 SARTEE 131EST §e1.530
AVAILABLE SEAT WpS |l Laind HAFY I MR i
MOV PAASTMCEN - it [l LD 1337 B3B3 MR
LEVEN FACTTN [%d [T (LR A [k
AVRILARLE TOw -, i b0 | 278 Am) 13 LA
RETEMLUE TOM - MG WL LYfl I LVME  IH6
OVERALL LGAD FACTOA MR LTy &bl £1 ] &lA
AEYEMLIE PASSERBERS (141 31 AWl 4TET  EMI
el [T TLEFE M1IAL L33 EXRTTT
kAL [T 14M 38 13T EHSE
EICEES NADGRGE (o] 14 1M 33M kM2

Internationsl Routes:

Ouwr Company canlinued tan:wlnmﬂ? wilth the np&nh%
ol lour new internationsl destinations, Internationa
passenger numbers rose 20%, reaching 7.7 milllon.

Domestic Routes:

Competition in the domestic sector has intensified with
the increase in the number of lll"i'i:ltl airlines. Despite
the increasingly competitive conditions, aur Company,
which stands oul for its guality, has continued ta grow
doemestically. In 2007, three new domestic rouies weno
ad.ﬂqd and passenger number incroased by 13% to 9.9
million.

9,9 mitlion

%

= inciudes Haj-Umnrs and charier Sigria

Hlll'-llll' !HHHFH-IIHHH
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DOMESTIC ROUTES, ]
RUBBER OF LANRMES A5 550
HME FLIWN |B00 07
AkILARLE SEAT NS (M Linns 1N
IEVENLE P IT - e [t L 10k] 2790
LW FRETN [l T2
A ILANLE T - (il Lsoay] ]
AEVEMLE TOM - FEE (LI M
MWERLLL L&D FACTOR %I 5.2
RE¥EMUE PASSENGERS [HA Sl
EAR0 ITOH] T a9
CTUNE -] 1.0
IACESS nARIAOE [on] Lo
" mctscen Haj-Umra and charr gty
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I 2007, Four new international routes were added fo 28
6 2 appe naw international routes established in 2008, and the
(] ml{llun benefits of these additions have become apparent in the
ensuing time, with passenger numbers reaching

gratifying levels. |n thés regard, Far Eastern and African
routes have shown particularly ségniflicant Increases.

The Lergest increase In passenger numbers has been
occurred in the Middie East, posting a growth of 29.5%.
E/ 2 9 5 Im the diffieslt eampetitive enviranment al Eurape,
n ] passenger numbaers reached 6.2 million for a growth
rale of 16%, while [n the Far Easl we posted & growth

25.3% with 1.2 million passengers,

CHANGE IN AVAILABLE = CHANGE IN REVENUE | CHANGE IN NUMBER | CHANGE IN CARGD +
SEAT KMS [%] PASSENGER KMS [%] = OF PASSENGERS [%] MAIL [TONS] [%)

MIDOLE EAST

EUROPE

FaR EAST

N. AMERICA

N. AFRICA

E. AFRICA
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