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Because we want to expand...





As Turkey's flag-carrier, the mission of Turkish Airlines is to provide air transportation
services within the context of the following objectives:

Strengthening the Company's position as a global airline by expanding its long-

distance flight network,

Positioning the Company as a technical service provider by transforming its
maintenance unit into a leading maintenance base in the region,

Promoting the Company's identity as a service provider in all areas of strategic

civil aviation, including handling and flight training,

Maintaining the Company's leading position in domestic air transportation,

Providing non-stop, high-quality air transportation services by collaborating with

a global airline alliance that complements its network to further improve the

Company's image abroad and increase marketing opportunities,

Making Istanbul an important hub.





Turkish Airlines Inc. was founded
under law no.2186 in Ankara on May
20, 1933, under the name "State
Airlines Administration" and began
operating under the Ministry of
Defense.

The administration was turned over
to the Ministry of Public Works in
1935; in 1938, the name was changed
to “General Directorate of State
Airlines” and was operated under the
Ministry of Transportation as of 1939.

In 1955, under Law no.6623, it was
reorganized and operated under a
special legislation and renamed
"Türk Hava Yollar› Incorporated
Company".

With the executive order no.233
published in the Official Gazette,
dated November 9, 1984, no.18570,
on certain public bodies and
institutions, the company was
reclassified as a State Economic
Enterprise under this order.

With the Cabinet Decision dated
August 22, 1990 and no.90/822,
published in the Official Gazette dated
September 25, 1990, no.20646, our
Company was included within the
scope of State Economic Enterprises
to be privatized under law no.3291.
With the Supreme Planning Council
decree dated September 30, 1990,
no.90/18, Articles of Association of
our Company under its new status
are approved and registered to the
Trade Registry on November 5, 1990.
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1994-2005 The company was included in the
scope of the Law no.4046, taking
effect after being published in the
Official Gazette dated November 27,
1994, no.22124, on the Regulation of
Privatization Implementations and
Amendments to Certain Executive
Orders, and reorganized as a
Financial State Enterprise under the
Turkish Privatization Administration,
under the article 35 of the
aforementioned law.  To comply with
the provisions of the afore-mentioned
law, the Articles of Association was
amended under the article 20/a of
such law, by the approval of
Privatization Administration, dated
December 5, 1996, and the
amendments to the Articles, which
were approved with the Capital
Markets Board decree no.33/953,
dated July 5, 2002, and regarded
appropriate by the permission of the
Privatization Administration no.1006,
dated November 8, 2002, are put into
effect after being accepted in the
extraordinary General Assembly on
January 17, 2003.

The public share within the Turkish
Airlines, Inc. capital decreased below
50% with the public offering in May,
and the public corporation identity of
Turkish Airlines, Inc. came to an end.

> LEGAL STATUS OF OUR COMPANY

2006
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January
February

March
April
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June

> MILESTONES IN 2006

> The first of the 24 new routes that Turkish
Airlines opened in 2006, flights of
Istanbul-Ljubljana (Slovenia) started on 
16 January 2006.

> Abu Dhabi route opened on 22 January.

> The first flight to Dushanbe, Tajikistan 
capital, on 26 January 2006.

> The renewal inspection of the Aircraft 
Maintenance Authority Certificate of 
Turkish Airlines, the only institution in 
Turkey to have the authority of 
maintenance to aircraft, motor, and the 
components, was carried out by the USA
Federal Aviation Agency (FAA) on 23-27 
January 2006. As the inspection result, 
Turkish Airlines maintenance 
standards were found in compliance with
the USA Federal Aviation Agency 
standards and regulations, and the 
maintenance standard achieved by Turkish
Airlines was commended. All employees
in Turkish Airlines Maintenance Facilities
were stated to have high maintenance 
awareness by the Federal Aviation Agency
officials.

> Belgrade route opened on 13 March.

> Scheduled flights to St.Petersburg of 
Russian Federation started on 15 March.
Flights in both directions are started to 
St. Petersburg, the fourth flight point in 
Russia after Moscow, Rostov and Kazan,
three days a week.

> Helsinki route opened on 19 March.

> Muskat route with Doha connection 
opened on 24 March.

> Turkish Airlines started direct flights to 
the Ercan Airport in Northern Cyprus 
Turkish Republic from Ankara and Izmir,
beginning from March 26, 2006.

> Turkish Airlines started scheduled flights
to Venice, the third flight point in Italy after
Rome and Milan, on March 31, 2006.

> Scheduled flights started to the Capital 
 of Ireland Dublin on 07 April.

> On April 12, 2006, Turkish Airlines received
the Aviation Security Standard IOSA 
certificate, the first global standard in 
terms of aviation security management, 
issued by International Air Transport 
Association (IATA) and it was registered.
Turkish Airlines, has begun to work in 
May 2005 for IOSA (IATA Operational 
Security Inspection) which was started 
first in July 2003 by IATA, was declared to
be the first IOSA operator in Turkey by 
completing all inspections successfully.

> Riga route opened on 19 April.
> Addisababa route with Hartum connection

opened on 22 April.
> Yekaterinburg route opened on 26 April.
> Dnepropetrovsk route opened on 28 April.

> Our company included Mumbai to its flight
network on 5 May, after the Indian capital
New Delhi.

> The new CIP Lounge of Turkish Airlines 
was opened in the Ataturk Airport.

> Our company celebrated its 73rd 
anniversary.

> Turkish Airlines started  online ticket sales
via phone.

> Istanbul Technical University-Turkish 
Airlines Technical Design Office opened 
and started operating under Istanbul 
Technical University Aeronautical and 
Space Science Faculty.

> Turkish Airlines Technical, Inc. is founded,
with 100% shares held by Turkish Airlines.
Founded with in rem capital of 271,325,800
TRY, comprising mainly aircraft technical
materials and components, and registered
to the trade registry for being published 
in the trade registry gazette on 23.05.2006.

> Minsk route opened on 25 May.

> Osaka route opened on 14 June.

> Turkish Airlines received ISO 9001:2000 
Quality Certificate on 19 June. With this 
certificate, Turkish Airlines, Inc. adopted
a system that aims "Customer 
Satisfaction", “Zero-Fault” and 
“Continuous Development” in all its 
activities.

> Sanaa route opened on 03 February.

> Rostov route opened on 05 February.

> Donetsk route opened on 07 February.
> Flights to Tabriz started on 15 February.

> Turkish Airlines provided the members of
its Special Passenger Program 
Miles&Smiles with 4 card system. The 
Classic Plus card members will be able 
to check-in from Business Class counters
in all Turkish Airlines domestic flights, 
will benefit from CIP lounges, and will 
have the opportunity to travel with 
additional baggage allowance without 
paying additional fee, even if they travel 
in Economy Class. Members who have 
Elite Plus Card will have the privilege of 
reservation assurance in domestic and 
international business and economy class
flights, the right to upgrade to Business 
Class twice a year without spending miles,
the “Family Miles” advantage, enabling 
the members to collect and spend miles
with their family members in a single 
account, Elite Card that the members can
present to someone they choose, and 
more.

> Kazan route opened on 28 February.
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> The mutual agreement protocol, 
stipulating the participation of Turkish 
Airlines into Star Alliance, was signed 
between Turkish Airlines and Star Alliance
at a ceremony held on November 9, 2006,
Saturday.

> Within the scope of the agreement signed
with Lufthansa, Turkish Airlines decided
to increase its flight destinations from 131
to 231.

> Turkish Airlines strengthened its position
as the regional education base leader with
its A320 simulator, fitted with the top-
notch technology.

July
August

September
October

November
December

> Turkish Airlines completed to expand its
network with 24 new routes of the 24 new
routes, which were planned in 2006, with
the scheduled flights started to Lagos, 
Nigeria. With the flights in both directions
twice a week on Thursdays and Saturdays,
the flight destinations abroad are 
increased to 103.

> Turkish Airlines started direct flights to 
Singapore, beginning from August which
had started as the first flight destination
in Far East on June 1, 1986 with Bangkok
connection. With the flights in both 
directions on four days of a week, direct 
flight advantage and comfort was provided
between Istanbul-Singapore.

> In accordance with the agreement 
between Turkish Airlines and Kenya 
Airlines, Nairobi-Istanbul-Nairobi flights
started, beginning from August 1, 2006.

> Turkish Airlines decided to join Star 
Alliance on 4 August.

> On 18 August, Turkish Airlines started a 
new implementation, enabling the 
passengers without baggage to print their
Boarding Cards from the internet.

> Within the scope of the sponsorship 
agreement which stipulates the transport
of all the Anadolu Atefli staff by Turkish 
Airlines, Anadolu Atefli performed a 1001st
show for the Turkish Airlines personnel
and their families.

> Turkish Airlines, participating in the free
ticket campaign led by Ministry of 
Transportation for the celebration of the
83rd anniversary of the Republic, was 
shown great interest.

> Each 100th person to purchase a ticket 
from Turkish Airlines website won a 
domestic round ticket.

> “444 0 THY” was awarded the performance
reward in the first call center competition
of Turkey, “Istanbul Call Center Awards 
2006”

> Turkish Airlines Technics, Inc. became 
the first and only maintenance center of 
Turkey which has the ISO 14001 
Environmental Management and OHSAS
18001 Occupational Health and Security 
Certificate.

> The campaign Turkish Airlines held for 
the teachers, the architects of Turkey's 
future, for November 24th “Teachers' Day”
was shown great interest. 3,800 teachers
benefiting from the campaign had the 
opportunity to enjoy 50% discount in the 
flights between the dates of 24-30 
November.

> The fleet of Turkish Airlines reached to 
100 aircraft in total. The 100th plane 
joined the Turkish Airlines fleet.

> On return from the 15th World Basketball
Championship held in Japan, our national
basketball team was enthusiastically 
greeted by Turkish Airlines, the official 
sponsor to the National Basketball Team.
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he year 2006 represents a special period of time within
the history of Turkish Airlines, Inc. We have taken 
important steps in adapting to the changing conditions,
as well as realizing the growth process. While doing all

these, we left our public institution identity behind and turned
into an incorporated company, 49% shares of which belong to
public, via the Secondary Public Offering (SPO).

This transformation means a fundamental change of
environment for our Company. I can summarize our attitude
against the challenge ahead as adapting to the new environment
we are in, achieving the maximum benefit from the flexibilities
provides in favor of the Company, and adopting a new inspection
method which will not fail to fill the lack of inspection, occurring
from the removal of the Turkish Grand National Assembly
Inspection upon us.

Turkish Airlines also took important steps in 2006, with regard
to adaptation to the changing conditions parallel to the financial
developments throughout the world, self-renewal, and making
use of opportunities.

At the date of April 1, 2003, when we were appointed, Turkish
Airlines was flying 64 aircraft, 11 of which were Avro Regional
Jet; today, Turkish Airlines removed the Avros totally from its
fleet, and have actually included half of the 63 new aircraft that
are decided to be bought, and exceeded 100 planes.

In parallel with expanding fleet size, Turkish Airlines increased
the number of pilots from 600 to 1,200, and the number of cabin
crew from 1,700 to 2,600; and therefore, performed a rapid
increase in terms of human resources, especially in the 2005-
2006 period.

As advancing from a company with 300 departures daily to a
company with 500 departures, the ramp services of the Handling
Services, which are comprised of apron and background works,
are transferred to institutions with Group-A Handling Certificate
along with management responsibility.

In a period when unprecedented increases in business volume

were experienced in Turkish Civil Aviation, our Company has
achieved a 83% in terms of on-time departures, and ranked up
to the 2nd place among European companies with similar
schedules.

By adding economically and efficiency aspects into the aircraft
maintenance, repair, and modification skill that our Company
transformed into an important asset as a result of long years'
experience, our Company moved towards a new restructuring
as Turkish Airlines Technics, Inc. in June 2006. This new
restructuring has opened the way for distinguishing and
evaluation of Technical Assistantship performance under our
Directorate General, which is attached to the main field of
activity of aircraft management, and formed an important phase
in the efficient use of resources.

Our Company, providing the return maintenances of the Avro
planes with high management and maintenance costs, has
removed all such planes from its fleet, eliminated customer
dissatisfaction, and by replacing the A319 planes with Avros,
achieved a deduction in management and maintenance costs.

Instead of purchasing external Call Center services, our Company
moved on to the concept of Customer Contact Center by resolving
the issue internally, and by including 96 disabled people in
addition to the newly-employed 250, it formed the ground for
new developments in this area. Whereas 25% of the calls were
not replied in 2004, this ratio decreased to 2% in 2006. Reply
times up to 30 minutes are pulled down to 20 seconds. This
performance has been achieved in a period when the maximum
daily call number increased from 18,000 to 28,000.

In addition to the one in Ataturk Airport, Turkish Airlines started
operating from Sabiha Gökçen Airport in Istanbul, and carried
the operation in here up to the scope of Ankara Esenbo¤a within
2006. In 2006, the number of passengers carried from Sabiha
Gökçen exceeded 1,200,000.

By directing SunExpress company, whose 50% shares are
owned, towards domestic and international scheduled flights,
Turkish Airlines provided a new expansion, and for now, it has

Message from the
Board of Directors
Chairman

T
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Dr. Candan Karl›tekin
Board of Directors Chairman

been carrying 1,500,000 passengers with fair prices (by Low-
Cost Business Model), without moving to Istanbul and Ankara.

By passing to the "Flight Training Organization" through the
purchase of three training planes in 2006, our Company has
started to train its own pilots who will serve for years, within
its system of own sources, based on the youth who successfully
receive their graduate levels in various engineering fields and
have perfect level of foreign language.

By purchasing A320 simulator, our Company has strengthened
its present influence within the existing Pilot Training
infrastructure, and achieved savings on resources by meeting
the needs of Turkish Airlines and other private Turkish
companies.

Completing IOSA inspections successfully, Turkish Airlines once
more proves its compliance to all existing standards in terms
of aviation security and accreditation.

Carmen Systems is agreed on and implemented as Crew-
Planning software. Thus, human resources in Cockpit and Cabin
will be used more effectively and efficiently.

By forming CIP lounges in both domestic and international
flights, Turkish Airlines saved time for its loyal customers and
distinguished them, Business Class being the foremost.

Within the framework of the aim to establish access to all points
which can be gone reached from Turkey and show potential in
the short-term, flight network is expanded over 100 points
abroad by the establishment of 24 new flight destinations in
2006. This implementation has been successful and exceeded
our expectations.

By moving towards managing the catering services produced
by Turkey with an affiliated partnership that is found by us and
called Do&Co. Inc., a new concept and approach to catering are
adopted by the Company. This enterprise will provide an
important advantage to Turkish Airlines in attracting customer
attention among its peers with the same or less expenditure.
Additionally, with flexibility and considerable saving in parallel

with the dynamism and variability in customer demands,
foundations of a world brand in aviation catering sector has
been laid.

Our Management, foreseeing that competition in air transport
industry with international schedule would be observed between
blocks, decided to join Star Alliance which has an intense and
positive cooperation character, and signed the protocol which
regulates the accession on December 9, 2006. The process with
regard to alliance membership shall be provided within 2007,
and before the summer season 2008, certain membership shall
be established.

Turkish Airlines, having signed contract in order to convert 3
of its A310 planes to cargo in 2007 and 2008 with EADS Group
which is authorized to convert passenger aircraft to cargo, has
formed the core of the steps it will take in cargo transportation.

Within the context of placing the Company's relationships with
agencies on new conditions, "Zero Commission + Service Costs
+ Incentive” system is implemented instead of “Commission +
Incentive” system as of summer season 2007.

Our Management and all our personnel, who are constantly
devoted to Turkish Airlines, carry the pride of representing our
nation throughout the world.  Elimination of deficiencies
occurring from time to time in this representation is our constant
aim.

Our concepts with regard to the future of Turkish Airlines have
surrounded our minds and hearts as the project of realizing
Mustafa Kemal Ataturk's direction of "The future is in the skies".
We deeply wish to be able to realize the second five-year portion
of the 15-years of perspective we formed when we were
appointed.
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Dr. Candan Karl›tekin
Board of Directors Chairman

Born in Ankara in 1960. Graduated from Bogazici
University Department of Economy in 1983. Conducted
Master and Ph.D. studies in the branches of international
trade, finance, and macroeconomic modeling in State
University of New York Albany within 1983-1988.
Afterwards, he served in various positions in State
Planning Organization, Turkish EximBank, Istanbul
Metropolitan Municipality, and Turkish Development
Bank. He is married with four children.

Hamdi Topçu
Board of Directors Vice Chairman

Born in the Çayeli Province of Rize in 1964. Graduated
from Marmara University Faculty of Economics and
Administrative Sciences in 1986. Started certified financial
counseling in Kartal in 1986. As of yet he continues his
work of financial counsellorship and advisory. He is
married with four children.

Doç. Dr. Temel Kotil
Board of Directors Member

Born in 1959, Kotil graduated from Istanbul Technical
University Aircraft Engineering Department in 1983,
completed his masters degree in USA in “Aircraft
Engineering” department of Michigan University in 1986,
his second masters degree in Mechanical Engineering
in 1987, and his PhD in Mechanical Engineering in 1991.
After the Ph.D., Kotil served as Assistant Associate
Professor and Associate Professor in Istanbul Technical
University, Faculty of Aircraft and Space Sciences, in
2003, he started his carrier in Turkish Airlines as Assistant
Technical General Director. In 2005, he was appointed
to General Directorate of Turkish Airlines, in 2006, he
has been elected to IATA Board of Directors membership.
He is married with three children.

Atilla Öksüz
Board of Directors Member

Born in 1950, completed his education in Ankara Military
School in 1968, Artillery and Missile Academy in 1969,
Land Forces Command School of Aviation Pilot Course
in 1973, Military Academy in 1978, Aviation School of
Language, English Course in 1982, USA Land Forces
College of Command and Staff in 1985, Armed Forces
Academy in 1987. He is married with one child.

Prof. Dr. Cemal fianl›
Board of Directors Member

Born in Manisa in 1950. Graduated from Istanbul
University Faculty of Law in 1977. He received his Ph.D.
in Law with this thesis named “International Commercial
Arbitration” in 1985. He completed his Ph.D. thesis
concerning International Arbitration in the “Institute of
Advanced Legal Studies” connected to University of
London. He became Assistant Associate Professor in
1987, Associate Professor in 1990, and Professor in
Istanbul University Faculty of Law in 1996. As of yet, he
is the Chairman of Istanbul University Faculty of Law,
International Private Law Department. He is married
with four children.

Prof. Dr. O¤uz Borat
Board of Directors Member

Born in Turgutlu in 1942. Completed his primary and
secondary education in Turgutlu, his high-school
education in Manisa. Graduated from Istanbul Technical
University Faculty of Mechanics in September 1965.
Completed his Ph.D. in Istanbul Technical University in
1968. Received the title of Associate Professor in 1973,
Professor in 1983. He managed 15 Ph.D. thesis and many
graduate and postgraduate thesis. He has 25 books and
89 scientific publications. He is married with three
children.

Mehmet Büyükekfli
Board of Directors Member

Born in Gaziantep in 1961. Completed Y›ld›z Technical
University Faculty of Architecture in 1988. Participated
in the Marmara University Management Courses, and
participated in Management and English courses in
England in 1998. As of yet, he is in the positions of
Exporters Council of Turkey Vice Chairman, Istanbul
Chamber of Industry Board of Directors Member, Turkish
EximBank Board of Directors Member, and Turkey
Foundation of Leather Board of Directors Member. He
is the General Coordinator of the Ziylan fiirketler Grubu.

Prof. Dr. Atefl Vuran
Inspection Committee Member

Born in Istanbul in 1944. After graduating from Istanbul
Academy of Economic and Commercial Sciences, he
studies in Italy Perugia University in 1966-1967. He
received his Ph.D. in 1974, became Associate Professor
in 1978, and Professor in 1984 in the Departments of
Statistical and Numerical Methods.  In 1971, he founded
the first private airlines company of Turkey (Anadolu
Havac›l›k ve Turizm A.fi.). As of yet, he holds the posts
of Istanbul Commercial University Faculty of Commercial
Sciences, Chairman of Tourism Management
Department. He is married with two children.

‹smail Gerçek
Inspection Committee Member

Born in the Çan Province of Çanakkale in 1963.
He graduated from Ankara University Faculty of Political
Sciences, Department of Public Administration in 1985.
In the same year, he studied working as Vice Finance
Inspector in the Ministry of Finance Inspection Committee.
In 1992-94, he received the Master of Arts degree in
money-bank department by having a post-graduate study
on finance in the USA. He has been working as partner
certified Financial Counselor in an inspection company
since 1998.

Naci A¤bal
Inspection Committee Member

Born in Bayburt in 1968. He graduated from Istanbul
University Faculty of Political Sciences, Department of
Public Administration in 1989. In 1996-1998, he completed
an MBA program in Exeter University in England. He
continues with the Ph.D. Program of Ankara University
Institute of Social Sciences on Management.  As of yet,
he carries out his duty as Budget and Financial Control
General Directorship of the Ministry of Finance.
He is married with two children.
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The fastest

growing
airline of

Europe



We carry on achieving our aims step
by step with the growth strategy we
started in 2003.  We keep our 4 years'
of journey to success on with the
pride of raising it up to 54.5% expand
in our fleet and 62.6% increase in
passengers. As our number of
passengers moved up to 16.9 million
with 19.9% increase in 2006, we
succeed on being the fastest growing
airline in the Association  of European
Airlines evaluation.

The improvement in domestic and
global economy, and increasing
international trade volume in 2006
has positively effected the air cargo
sector and our cargo traffic moved
up to 159,873 tones with 10.3%
increase. 33,380 tones of the cargo
carried were in domestic flights, and
126,493 tones were in international
flights, and an income of 234 million
USD is acquired. Expanding of our
flight network and increase in
frequency has been the most effective
in Far East and Africa in 2006, and
thus, a 21.7% increase of cargo in
Far East and 17.3% increase in Africa
are achieved.

> TOTAL TRAFFIC
RESULTS

NUMBER OF LANDINGS

KM FLOWN (000)

AVAILABLE SEAT-KM (MILLION)

REVENUE PASSENGER-KM (MILLION)

PASSENGER LOAD FACTOR (%)

AVAILABLE TON-KM (MILLION)

REVENUE TON-KM (MILLION)

OVERALL LOAD FACTOR (%)

REVENUE PASSENGERS (000)

CARGO (TONS)

MAIL (TONS)

EXCESS BAGGAGE (TONS)

PERSONNEL (END-OF-YEAR TOTAL)

2002

102,607

138,059

24,071

16,594

68.9

3,285

2,118

64.5

10,383

118,906

5,999

2,187

10,984

2003

100,807

137,392

24,040

16,112

67.0

3,229

2,055

63.6

10,420

117,923

4,899

2,515

10,239

2004

106,493

147,492

26,481

18,594

70.2

3,556

2,333

65.6

11,991

129,984

4,867

2,783

10,956

2005

127,137

168,901

29,805

21,317

71.5

3,986

2,590

65.0

14,134

140,559

4,415

3,714

11,121

2006

152,536

207,202

36,934

25,383

68.7

4,874

3,019

61.9

16,946

155,863

4,010

3,673

10,324*
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Revenue passenger

16.9million

Increase in passengers

19.9%

* Turkish Airlines Technic, Inc. is not included.





International passenger number

8.1 million

Increase in passengers

15.9%

DOMESTIC FLIGHTS

NUMBER OF LANDINGS

KM FLOWN (000)

AVAILABLE SEAT-KM (MILLION)

REVENUE PASSENGER-KM (MILLION)

PASSENGER LOAD FACTOR (%)

AVAILABLE TON-KM (MILLION)

REVENUE TON-KM (MILLION)

OVERALL LOAD FACTOR (%)

REVENUE PASSENGERS (000)

CARGO (TONS)

MAIL (TONS)

EXCESS BAGGAGE (TONS)

2002

51,542

28,782

3,858

2,732

70.8

468

278

59.4

4,970

26,346

1,759

896

2003

49,959

28,087

3,863

2,790

72.2

478

283

59.2

5,031

26,628

1,289

1,077

2004

51,557

28,734

4,253

3,236

76.1

515

325

63.1

5,850

28,800

1,323

999

2005

65,448

36,049

5,457

4,016

73.6

647

394

60.9

7,197

29,233

1,088

1,490

2006

78,910

45,282

7,123

5,213

73.2

806

504

62.5

8,906

32,085

1,295

1,460

INTERNATIONAL FLIGHTS

NUMBER OF LANDINGS

KM FLOWN (000)

AVAILABLE SEAT-KM (MILLION)

REVENUE PASSENGER-KM (MILLION)

PASSENGER LOAD FACTOR (%)

AVAILABLE TON-KM (MILLION)

REVENUE TON-KM (MILLION)

OVERALL LOAD FACTOR (%)

REVENUE PASSENGERS (000)

CARGO (TONS)

MAIL (TONS)

EXCESS BAGGAGE (TONS)

2002

51,065

109,276

20,213

13,862

68.6

2,817

1,840

65.3

5,413

92,560

4,240

1,291

2003

50,848

109,305

20,177

13,322

66.0

2,751

1,772

64.4

5,389

91,295

3,610

1,438

2004

54,936

118,758

22,228

15,358

69.1

3,041

2,008

66.0

6,141

101,184

3,544

1,784

2005

61,689

132,852

24,348

17,301

71.1

3,339

2,196

65.8

6,937

111,326

3,327

2,224

2006

73,626

161,920

29,811

20,170

67.7

4,068

2,515

61.8

8,041

123,777

2,715

2,213

% 52.3

% 44.7

% 1.2

% 1.8

Our number of passengers increased
in spite of increasing competition
conditions in the expanding domestic
flights market in 2003, with the
introduction of private Turkish airline
companies.

Increasing its expansion in
international flights with 24 new flight
destinations abroad in 2006, our
Company has increased the number
of passengers carried to 300,000 with
Hadj-Umrah flights.

Domestic Flights

International Flights

Charter

Pilgrimage
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Breakdown Total
Passengers

5,
41

3

2002

5,
38

9

2003

6,
14

1

2004

6,
93

7

2005

8,
04

1

2006

International Flights
Revenue Passengers
(000)

4,
97

0

2002

5,
03

1

2003

5,
85

0

2004

7,
19

7

2005

8,
90

6

2006

Domestic Flights
Revenue Passengers
(000)





Passenger increase in Far East

26.9%
Number of passengers in Europe

5.4 million

%70.7

%12.2

%10.1

5.1

5.1

22.3

-5.8

Available Seat-Km (Million)
Change (%)

Number of Passengers
Change (%)

Revenue Passenger-Km (Million)
Change (%)

Cargo-Mail (Tons)
Change (%)

EUROPE

FAR EAST

MIDDLE EAST

N. AFRICA

E. AFRICA

W. AFRICA

N. AMERICA

%4
%3

23.1 18.3 17.1 8.6

31.3 22.1 26.9

32.2 17.2 12.6

-2.0 -2.4 -2.2

8.7 9.1 6.1

-

-

-

-

-

-

-

-

Breakdown of Scheduled Passengers
According to Regions

The regional capacity planning which
was conducted in parallel with our
improving fleet has achieved very
positive results, Far East being the
most prominent.

As increasing number of passengers
to 5.4 million, by 17% in spite of the
stiff competition conditions in Europe,
our increase in capacity with 31% in
the Far East has met our expectations
with 27% increase of passengers.

Traffic increase exceeding our
capacity increase has been achieved
in Africa region, and our number of
passengers is increased 6.1%.

The gradual positive development of
the 24 new flight destinations abroad
that we launched in 2006 confirms
the correctness of our planning.

Europe

Far East

Middle East

 Africa Total

 North America
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Revenue Passengers Carried (000)

10,266 10,504 10,410
12,031

10,277
10,383

10,420
11,991

14,134

16,946

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

Available Seat-Km and Revenue Passenger-Km
Development (%)

19,992 21,416
23,101 26,001

24,890 24,071 24,040

26,481

29,805

13,705 13,814
13,903

17,396
15,679 16,594 16,113

18,594
21,317

REVENUE PASSENGER-KM (MILLION)

36,934

25,383

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

AVAILABLE SEAT-KM (MILLION)

107,042

99,075
114,847

130,337

109,426
124,905 122,822

134,851

144,974
159,873Cargo and Mail Development (Tons)

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

Increase in revenue passenger-km

19.1%
Increase in available seat-km

23.9%
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Our fleet
is both expanding

and getting younger
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A340-300
Number of Planes: 7
Fleet Age: 10.66
Total Seat Capacity: 1,897
Total Hours Flown: 32,608
Total Kms Flown: 23,986,946
Average Daily Flight Hours: 13:07
Maximum Range: 11,952 km
Maximum Cargo Capacity:
44,836 kg /152.80 m3

A330-203
Number of Planes: 5
Fleet Age: 0.73
Total Seat Capacity: 1,250
Total Hours Flown: 17,328
Total Kms Flown: 11,767,379
Average Daily Flight Hours: 12:58
Maximum Range: 12,300 km
Maximum Cargo Capacity:
37,500 kg /109.00 m3

As our fleet age decreases to
7,3 with 25 new generation
aircraft included in the fleet,
our aircraft number reached
103 with 24,4% increase.
Additionally, the entry of a total
28 aircraft into the fleet is
planned, 9 aircraft for 2007,
19 for 2008. In line with the
decision of gradually
converting 3 A310 passenger
aircraft bought in 2006 into
cargo aircraft, they will be
included in the fleet after their
conversions are completed,
first of which in 2007.

A321
Number of Planes: 9
Fleet Age: 6.47
Total Seat Capacity: 1,734
Total Hours Flown: 27,720
Total Kms Flown: 14,340,359
Average Daily Flight Hours: 9:47
Maximum Range: 2,250 km / 3,200 km
Maximum Cargo Capacity:
12,837 kg-11,548 kg / 58 m3-46.49 m3

A310-300
Number of Planes: 6
Fleet Age: 18.98
Total Seat Capacity: 1,294
Total Hours Flown: 21,540
Total Kms Flown: 13,709,829
Average Daily Flight Hours: 9:52
Maximum Range: 8,100 km / 8,980 km
Maximum Cargo Capacity:
24,995 kg-21.820 kg /
68.20 m3-54.16 m3





A320
Number of Planes: 15
Fleet Age: 4.87
Total Seat Capacity: 2,191
Total Hours Flown: 46,876
Total Kms Flown: 23,385,075
Average Daily Flight Hours: 9:19
Maximum Range: 3,350 km
Maximum Cargo Capacity:
9,435 kg / 37.42 m3

A319
Number of Planes: 2
Fleet Age: 0.68
Total Seat Capacity: 252
Total Hours Flown: 4,523
Total Kms Flown: 2,127,301
Average Daily Flight Hours: 9:16
Maximum Range: 3,704 km
Maximum Cargo Capacity:
6,786 kg
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Together with the 2 A319
model aircraft bought in
2006 for using in regional
transportation, total seat
capacity of our fleet, that
reached 103 aircraft; 102 of
which are passenger and 1
is cargo aircraft, increased
to 17,931.

The Fleet by Year End 2006 Fleet Age  Total Capacity

Aircraft Type  Number     (Period)   (Seat)

Passenger aircraft

A340

A332

A310

B737-400

B737-800

A320

A321

A319

Cargo Aircraft

A310-304

Total

7

5

6

17

41

15

9

2

1

103

10.66

0.73

18.98

14.48

4.81

4.87

6.47

0.68

17.60

7.3

1,897

1,250

1,294

2,548

6,765

2,191

1,734

252

17,931

Total Seat Capacity (Year-End)

11,917
10,855

10,672 10,598

12,109

14,419

2000 2001 2002 2003 2004 2005

17,931

2006

> OUR FLEET

A310-304 CARGO PLANE
Number of Planes: 1
Fleet Age: 17.60
Total Hours Flown: 3,627
Total Kms Flown: 2,273,967
Average Daily Flight Hours: 9:58
Maximum Range: 6,200 km
Maximum Cargo Capacity:
36,000 kg / 200 m3

B737-800
Number of Planes: 41
Fleet Age: 4.81
Total Seat Capacity: 6,765
Total Hours Flown: 153,025
Total Kms Flown: 89,801,017
Average Daily Flight Hours: 11:48
Maximum Range: 4,755 km
Maximum Cargo Capacity:
8,408 kg / 45.05 m3

B737-400
Number of Planes: 17
Fleet Age: 14.48
Total Seat Capacity: 2,548
Total Hours Flown: 50,503
Total Kms Flown: 23,670,625
Average Daily Flight Hours: 8:17
Maximum Range: 3,550 km
Maximum Cargo Capacity:
7,491 kg / 39.22 m3
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Stronger network structure
Global competition conditions in the
sector which become more difficult
every day forces our Company to be
a global network carrier, performing
international passenger
transportation the world markets,
instead of an airline performing
passenger transportation in local
markets. Within this framework, in
accordance with its mission, our
Company has taken important steps
by continuous small improvements
which will transform our flight
schedule into providing more
connections between the CRS in
Central Asia, Balkans, and Middle
East countries, and Far East,
America, and European countries
with the aim of serving as a bridge
between these regions, and which
will transform Istanbul an
international hub. As the total
number of revenue passengers our
Company carried on international
flights increased 16.9% in
comparison to the previous year,
number of transit passengers
traveling between our destinations
abroad increased a 34.3%.

Improvement of flight
network / new flight
destinations
Launching 24 new routes our
Company carried out in 2006, the
number of destinations abroad
reached at 103. Reaching 132
destinations; 103 international and

29 domestic, Turkish Airlines attained
the position of the 5th largest airline
of Europe.

Capacity increases in
international flights
As increase in frequency and capacity
is implemented in the routes with
passenger and revenues improve,
Bangkok, Singapore, and Hong Kong
flights that were collectively
performed in previous years are
started to be non-stop, and the
capacity available on these routes
approximately doubled.

Capacity increases in
domestic flights
Flights to major city centers such as
Ankara, Izmir, Antalya, and Adana
are increased, and hourly flight
alternatives are offered. With the
addition of 2 Airbus 319 planes into
our fleet on 17 May 2006, direct flights
from Istanbul to Ad›yaman, A¤r›,
Batman, Erzincan, Elaz›¤,
Kahramanmarafl, Kars, fianl›urfa,
Mardin, Mufl are planned, to which
cities we only flew from Ankara in
the previous schedule periods.

Revenue management
With “Dynamic Revenue
Management”, implemented as of 1
November 2005, Turkish Airlines
provided its passengers with the
opportunity to travel with more
favorable prices.  With the new
schedule implemented for providing

the passengers the opportunity to
travel with more canvenient prices,
the numbers as of 25 January 2006
exhibit that 1/3 of our passengers
travel with favorable prices. The best
aspect of the system is providing the
passengers tickets with better prices
and increasing the company revenues
with increasing the number of
passengers by sales on the prices
determined in accordance with the
capacity/demand balance occurring
in the market.  Additionally, it has
contributed to more efficient use of
the country resources while making
our flights in less busy hours of the
airport more attractive.

Aircraft utilization /
productivity increase
In order to ensure the most efficient
use of our aircraft, our schedule has
been optimized with the latest-
technology software, and aircraft
utilization in 2006 is increased 1.8%,
in comparison to the previous year.
With this utilization increase, a
decrease in plane acquisition costs
is achieved, and our competition
power has increased against the low-
cost corners in the sector.

132
Destinations

10:31
Utilization

> PRODUCTION
PLANNING

9:47

2002

10:07

2003

10:12

2004

10:21

2005

10:31

2006

Aircraft Utilization (Hour/Day)
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Charter flights
Apart from the scheduled flights, 20.5
million Euro of revenue is earned
from 551 charter flights, which were
carried out for more efficient use of
time and fleet. As 166,543 passengers
were carried with 766 additional Hadj
flights which were carried out in 03
December 2005-13 February 2006 of
the 2005-2006 Hadj season, 182,135
passengers were carried with 792
flights in 22 November 2006-03
February 2007 of 2006-2007 Hadj
season.

Umrah flights
Umrah flights are carried out in the
10-month period apart from the Hadj
flights season, and the number of
passengers carried in the additional
Umrah flights in 2006 reached
approximately 55,000 passengers in
one way, with 20% increase from the
previous Umrah season.

Domestic flights additional
and transfer flights
With 1,403 additional and transfer
flights carried out in 2006,
approximately 108,000 passengers
are carried and approximately 8.5
million USD of income has been
acquired.

International flights
additional flights
A total of 305 flights were carried out
in 2006 and approximately 13 million
dollars of income has been acquired.

Slot coordination
The number of flights in Istanbul
Ataturk Airport increased in summer
season 2006 in 15% when compared
with summer season 2005. Even
though there was a decrease in
international flights, the increase in
domestic flights caused an increase
in overall traffic.

> PRODUCTION
PLANNING



A record of
24 new international routes
in one year
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24 new flight destinations launched
abroad in 2006, Turkish Airlines
achieved a first in its history.  5 new
destinations in Middle East, 3 in
Europe and Balkans, 3 in Africa, 2 in
Far East, and 11 destinations in
Northern Europe and Turkish States
are added to our flight network.

Our Company, aiming to fly to every
point in the world, strengthened this
strategy towards growth by its
decision to join Star Alliance. With
new code-share agreements signed
with our partners in the Alliance,
transportation of our passengers to
the points where we do not have
flights is aimed.

New code-share agreements are
being added to the existing ones. With
code-share agreements signed with
TAP Portuguese Airlines and Kenya
Airlines, many destinations in South
America and Africa can be accessed
now.

The Electronic Ticket implementation
we initiated in 2003 has reached to
all domestic line destinations in 2006.
29 flight destinations abroad are
added in 2006 to 31 international
routes which provide Electronic
Ticket in 2005.

> MARKETING
AND SALES

Revenues from sales

3.8
billion TRY

Increase in revenues

29.1%
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We are
in the

league
of giants
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> Increase in revenues

> Decrease in costs

> Sharing of Information, 
Technology, and Experience

> Use of Shared Brand

> Ensuring more flight destinations
for the passenger

> Enabling the passenger earn and
use miles in Star Alliance 
member airlines

> Enabling the passenger use the
lounges of other airlines

> Enabling the passenger to fly with
the ticket bought from a single 
airline on connection, and his 

luggage to be linked with the 
flight destination

> Providing the FFP members in 
special status and all the alliance
member airlines with the same 
priorities

162
COUNTRIES

927
DESTINATIONS

17,500
DAILY FLIGHTS

Advantages it will provide to our Company

STAR ALLIANCE



       Zero-fault
        high-quality
   customer
satisfaction



Quality management in
Turkish Airlines
Offering of products and services in
a manner which meets the customer
expectations is an important factor
in ensuring the continuity of an airline
company in the aviation industry,
where competence is incredibly tight.
Recognizing this critical importance,
Turkish Airlines, Inc. received the
TS-EN-ISO 9001:2000 Certificate of
Quality Management by adopting the
concept of Total Quality that will meet
the customer demands in all
products and services.

Our Quality Policy
> To seek perfection in service 

the steps we have attained in our 
activities are starting points of new 
searches towards perfection for us.

> To emphasize aviation security and 
safety by recognizing the value of life.
Our educated human resources work
with the focus of “zero-fault” for 
ensuring aviation security and safety.

> To present a customer-focused 
approach.
Customer satisfaction, suggestion, 
and complaint are effectively 
evaluated.

> To create difference by our 
employees.
Service is provided by our employees
who are cognizant of the value the 
service they provide will contribute 
to the customer.

> To use high technology.
Keeping up with and the use of 
technologies that will provide 

ISO 9001:2000
Quality Management System

project is initiated.
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advantages in competition are 
ensured.

> To ensure a non-stop, wide, and 
effective flight network.
Becoming one of the prominent 
airline companies in the world in 
terms of flight density, distance, 
duration, number of passengers, 
cargo amount, fleet, and the 
number of destination flown is 
pursued.

> Maintaining an integrated worldwide
aviation company identity.
The added value of our engineering,
maintenance, technical training, 
commercial training, and flight 
training to our company are 
constantly increased.

> To have a voice in world civil aviation.
Prominent roles are assumed in the
management, decisions and activities
of national and international civil 
aviation organizations.

> To act within the consciousness of 

social responsibility.
The realizations of the projects the 
society will benefit from in social 
matters are supported.

> To join forces with our business 
partners.
For the profitability of our 
Company, its stable growth in 
world scope, and the continuity of 
its long-term success; we act in 
coordination with the agencies, 
shareholders, suppliers, and other 
participations.

> To increase efficiency and 
productivity.
In all our work processes; reaching 
the planned results in the first try and
with appropriate resources is 
pursued.

> To comply with Quality Management
System conditions and continuously
improve efficiency,
The system is continuously revised 
and opportunities for improvement 
are created.



is the
new standard
of comfort

CIP



Adopting to provide its
passengers with the best
service before and after
flight as a principle, Turkish
Airlines continues to
improve its activities within
the scope of Handling
Services more and more.

OUR NEW CIP LOUNGE
Passengers with Business Class
ticket and members of the Special
Customer Program of Turkish
Airlines, who are the owners of Elite
and Elite Plus cards of Miles&Smiles
can benefit from the new CIP Lounge
opened for the purpose of enabling
our passengers going abroad to
spend time in a more comfortable
environment before flight. To see
modern designing and court
architecture at the same time in the
decoration of the lounge is possible.
The Lounge, which is constructed by
following the example of Dolmabahce
Palace for our passengers who can
not lay historical structure aside, as
well as for our passengers who
prefer modern design, consists of
the Main Hall, Business Center,
Meeting Hall, Library, Children's
Room, Rest and Massage Room, and
Smoking Room.
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Number of guests

234,676
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In addition to its new image, our CIP
Lounge also augments passenger
satisfaction by being nearby to
Turkish Airlines counters, Turkish
Airlines offices, and passport control
areas in terms of its position. As
234,676 passengers benefited from
the lounge in 2006, privileges such
as special entry to International
Flights Terminal (E-entrance),
special check-in counters, special
recognition labels for luggage are
provided for our passengers of
Business Class or who have Elite and
Elite Plus cards, and special passage
opportunity (Passport Control
Counter No.15) is provided for our
passengers of Business Class or who
have Elite Plus card.

A more comfortable and privileged
flight is ensured for our customers
traveling with Turkish Airlines, by the
new concept of isolated international
flights terminal.

World of
Privileges...

> CIP



The aim
is attaining
in service
qualityNo.1



Our Service Quality is
improving
We are sharing the pride of getting
ahead of the prominent airlines of
Europe in the listing of on-time
departures and the least lost luggage
with our personnel who are the
architects of this success.

Turkish Airlines increased its on-
time departure ratio to 83.9, which
is a Association of European Airlines
service quality evaluation criteria, by
its successful operations in 2006 and
the eager work of its employees. By
improving its on-time departure ratio
by an additional 7 points in spite of
increasing its number of flights to
152,536 with 48.7% increase from
127,137 in 2007, Turkish Airlines
achieved a great success.

The on-time departure ratio, which
directly effects customer satisfaction,
has reached the level of 83.9% in
2006 from 76.5% in 2005, by the
measures taken and the operations
planned. The on-time departure ratio
performed by Turkish Airlines in 2006
exceeds the Association of European
Airlines average of 78.5%.

The investment to human factor
leading the strategies developed
towards the improvement of our on-
time departure ratio has given result
in 2006. With its on-time departure
ratio moving up to the level of 83.9%
through the addition of 200 new
personnel to handling services and
the increase of productivity, Turkish

Airlines has taken the second place
among the 10 major European airline
companies.

Measures taken for the
improvement of on-time
departure
As the first implementation towards
reaching the aim of secure and on-
time departure, the aim of closing
the gates 5 minutes earlier in flights
has been set as of January 2006.  The
implementation of closing the gates
5 minutes earlier before the planned
departure time has achieved its aim;
50% success in Istanbul, 80-90%
success in other stations are
attained. On the other hand, being in
the position of an important network
transporter, Turkish Airlines is
carrying transit passengers of a
significant amount. To minimize the
delays arising from transit

passengers and luggage in Istanbul,
which is a transfer point, in the flights
heavily carrying transit passengers
to Istanbul from domestic lines, the
aim of closing the gates 10 minutes
earlier is set. Thanks to this
implementation, the passengers
coming from domestic lines and
passing transit to international lines
or other domestic destinations could
continue their flight without being
delayed.

Second in Europe in the
least lost luggage
Association of European Airlines’s
another service quality evaluation
criteria for airlines is the number of
lost luggage per 1,000 passengers.
By maintaining its success in this area
in 2006, Turkish Airlines has been the
second airline to lose the least
luggage among European airlines.

Punctuality

83.9%
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444 0 THY
6,654,601 calls were received and
98% of them were replied by our Call
Center, which is the most important
marketing and sales channel of
Turkish Airlines. In 2006, the calls
increased by 24% in comparison to
2005, and call reply ratio increased
by 39% in comparison to 2005. By
providing the opportunity to directly
check-in without going to sales office
to our passengers with the ticket sale
service on phone, time has been
saved and customer satisfaction is
achieved. Turkish Airlines Call Center
was awarded the first place in the
"Istanbul Call Center Awards 2006"
in the category of “The Best Call
Center Improvement of the Year in
terms of Performance”. With the
personnel employed in 2006, the call
center capacity has been increased
to serve with 235 personnel
simultaneously; thus, our passengers
were provided service at the first 20
seconds in average, and customer
satisfaction was achieved.

www.thy.com
Turkish Airlines website, starting
within the concept of "Global
Gateway" after renewal in 2006,
placed the first in "E-Commerce"
branch in the Golden Spider 2006. As
of late 2006, our website serves with
34 country and 17 different language
options. Beginning online sales in
2001, our website increases its sales
through campaigns aimed at
customer satisfaction. Within the
framework of improvement projects
implemented in parallel with this;
"web banking" implementation has
been initiated as an alternative
payment channel, and because the
currency is not convertible, through
a solution developed towards centers
for which online sales were not
possible, our web sales have begun
in over 20 new centers within 2006.

As web sales increased by 190% on
basis of turnover in comparison to
the previous year, a 300% increase
has been recorded in the number of
tickets sold. 95% of the sales made
from our website have been E-
Tickets. Online services carrying
great importance in providing
convenience to our passengers have
been improved and made more
efficient. By adding the printing of
online boarding card to conveniences
such as reservation, ticket sale,
online check-in, seat and food choice,
our passengers are enabled to
receive all services before the flight
in online media.

Online Services
The time of our passengers is
precious for us. Therefore, constantly
improving the online services we
offer and taking them to more
destinations is our most important
aim. The best indication of our
attaining this aim is the increase of
the number of passengers making
use of online check-in service from
322,389 in 2005 to 1,096,553 in 2006;
and the number of passengers
benefiting from self check-in service
from 12,083 in 2005 to 240,775 in 2006.
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Number of calls

6.7million

Increase in the number of
online check-in

240%
Increase in web sales

190%
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219,257
new members

> PASSENGER
SERVICES

Customer Relations
Management
In accordance with the questionnaire
results, by which passenger
expectations and suggestions
towards expanding our service area
and increasing our quality are
evaluated, the leading reason of
preferring Turkish Airlines is flight
safety.

In the research, towards which
Turkish Airlines passengers showed
great interest, our being the national
airline, our experience, direct flight
opportunities, our sensitivity in
arrival-departure hours, service
quality when boarding the plane and
flight have been observed to have an
effective role among the reasons of
our passengers for choosing Turkish
Airlines.

Miles&Smiles
As Miles&Smiles, the new, different,
and advantageous Frequent Flyer
program of Turkish Airlines brings
along many opportunities to make
the lives of its customers easier, it
provides the chance to earn miles
and freely using the miles earned.

Reaching 925,663 with the 219,257
new members joining the program
in 2006, our number of members
increased approximately by 20% in
comparison with the previous year.
The range of privileges are expanded
by shifting our 2-level card to 4, in
the name of creating difference in
the product we offer in view of the

increase in our number of members.
In addition to Classic Card and Elite
Card, Classic Plus and Elite Plus
cards are presented to our
customers.

CLASSIC CARD
The way to make an exciting start to
the Miles&Smiles Program

With the Classic Card, which is the
starting card of our Miles&Smiles
program, our members can earn
miles from the flights with Turkish
Airlines, American Airlines, and
Lufthansa, can complete their check-
in without waiting in the airlines in
which self-service check-in kiosks
are found, can benefit from online
check-in service, can have priority in
reservation waitlists as Miles&Smiles
member, and in accordance with the
meal selection recorded in their
memberships, the food they prefer
can be specially allocated to their
planes as long as their membership
number is indicated during
reservation.

CLASSIC PLUS CARD
Enjoy the priority on Turkish Airlines
domestic flights

When the club miles earned from
domestic and international flights
reach at a certain level, membership
to Classic Plus automatically begins.
In addition to Classic Card
advantages, our members have the
opportunity to check-in at the
Business Class counters on domestic

flights, to have reservation priority
and the privilege of extra baggage
allowance up to 10 kg over their flight
class baggage rights, and access to
the CIP lounges on domestic flights.

ELITE CARD
The perfect reward for loyalty.

When the club miles earned from
domestic and international flights
reach at a certain level, membership
to Elite Card automatically begins.

Our members who have the Elite
Card, which is the upper-level card
from Classic Plus Card, start their
journeys with enjoyment by benefiting
from fast check-in and CIP lounges
in both their domestic and
international flights when they
present their cards to our officials.

ELITE PLUS CARD
The very peak of Miles&Smiles
Program Membership

Elite Plus Card is the very peak of
the advantages the Miles&Smiles
members have and the loyalty our
elite passengers feel towards our
airline is rewarded with many
privileges.
Our members benefit from the
advantages of earning 100%
additional miles on Business Class
flights, right to last minute upgrade,
dedicated information and
reservation line, and reservation
assurance.





Renewed cabin concept
Moving towards change with our new
A330 type of aircraft added to our
fleet, our cabin concept has been
designed to enable our passengers
to have a comfortable and enjoyable
flight, especially in long distance
flights.

Our A330 type planes have digital
system, and our Business Class
passengers can make their program
choices via the control embedded in
their seats, and our Economy Class
passengers can make choices via
control or touching their screens.
Business screens are 15 inches,
Economy class screens are 9 inches.
Main titles of the programs in the
system are; Entertainment,
Communication, and Information.

In Entertainment section;

> 30 films comprising of Classical,
Now Playing, Bollywood, Far East,
International films

> 40 channels of short programs 
comprising of series, 
documentaries, and cartoons

> 250 CDs of albums comprising of
the sections of Pop, 80s, 
Pop&Rock, Jazz&Blues, 
Classical, Latin, New Age, 
Unforgettable songs, World 
Music, Turkish Classical Music, 
Nostalgic Pop, Turkish Rock, 
Modern Folk, Mystic, Traditional,
and Arabesque.

> 17 game channels with single and
multiplayer modes,

> A separate children's channel 
comprising of films, music, 
cartoons, and games,

> Shopping channel regarding the
presentation of the Duty Free 
goods sold on the flight are found.

In the Communication Section;

> The chance to send and receive 
SMS/E-mail

> Online broadcast of world news 
comprising of economy, tabloid 
news, finance, weather forecast,
etc., and weather forecast news
each 4 hours, and other news 
hourly from the news channels in
the system,

> Flight channel showing the gate,
flight hour, delay, etc. information
regarding the connected flights 
of our passengers which they will
continue from Istanbul, as of yet
are found.

In Information section;

> Fleet

> Cargo

> Turkish Airlines Special 
Passenger Program

> Destination guide

> Turkey information guide

> Passenger questionnaire

> Airport map

> Flight map

> Flight camera

 are found.

Additionally, our passengers can
benefit from the telephone placed at
each seat. With these telephones at
seats, both the persons on the ground
and other seats in the plane can be
called.

Business seats can recline 159
degrees, and have 61 inches of area.
In economy class, seats have 33-34
inches of area.
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Comfort
beneath
our wings…

> CABIN CONCEPT
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New brand in catering
The renewed face of catering
services, one of the important means
for Turkish Airlines' aim of being the
best, has united with our newly
founded catering company. Turkish
Airlines Catering Services, Inc.
(Turkish Do&Co) is established as
joint venture with a world-renown
brand, and 50% Turkish partnership
of Austria origin, Do&Co, Inc.
Company in September 2006, and
Turkish Airlines has become the 50%
strategic partner of this company.
Turkish Do&Co company serves to
the flights of our Company at
Istanbul-Atatürk, Istanbul-Sabiha
Gökçen, Ankara-Esenbo¤a, Izmir-
Adnan Menderes, Bodrum-Milas,
Dalaman, Antalya, Adana-fiakir Pafla,
Trabzon airports and to the
customers taken over from Gate
Gourmet USAfi.
Catering material design projects
started in 2005 are completed and
new materials have started being
used in summer schedule 2006.
Following a different strategy by
establishing a new catering company,
Turkish Airlines aims to maintain its
flag-carrier identity by providing
service to domestic and foreign
airlines, as well as offering
alternative tastes to its passengers.

Flight
enjoyment
with gusto...

> CATERING



Smiling

face of service
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2,604
cabin crew

> CABIN

As renewing our concept regarding
the design of plane interior and
catering, we did not forget to improve
our personnel quality, which is the
main element of the service we offer
to our passengers. We increased our
number of pilots to 1,167 by 30%
increase, and number of cabin
personnel to 2,604 by 41% increase.

Having the aim to provide a safe flight
and cheerful service, Turkish Airlines
has the pride of achieving this aim
with its experienced cabin crew. Our
crew, adopting passenger
satisfaction as the aim even in the
most difficult situations in the training
they receive, perfectly performs its
role as the representative of our
Company in the skies.

41%
increase

Cabin Training

Training Hours Educated Personnel

6,923 6,692
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1,167
pilots

30%
increase

Shortening the distances between
our passengers and their beloved,
safely carrying them to their
destinations, our pilots also carried
us to our aims in our journey of
success.

The number of our pilots, to whom
hundreds of people entrust their lives
every day, has increased with the
expanding fleet.

Within the scope of the projects our
Company started for meeting its
demand for pilots, agreements have
been signed with Anadolu University
Civil Aviation Vocational School and
Turkish Aeronautical Association
Türk Kuflu Aviation.

10 trainee pilots at Anadolu University
Civil Aviation Vocational School
finished their training in April and

started their service after their
aircraft type education in Turkish
Airlines Flight Training Center. 14
trainee pilots will start their service
after completing training in March
2007.

25 trainee pilots started their service
after the type education they
completed at Turkish Aeronautical
Association School of Aviation in
March 2006, and the education of 29
trainee pilots is planned to be
completed in May 2007.

> COCKPIT

Cabin Training

Training Hours Educated Personnel

5,654 3,110



Architects

of our success
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10,324
Personnel

> HUMAN RESOURCES

We feel the pride of being right for
the trust we had in our employees,
whose support we felt sure of for the
strategic growth decision we took in
2003.

As the hands drawing our success
graph carried Turkish Airlines to the
turning points in its history, they also
gave the message that we can
continue our journey of success with
sure steps.

The activities we carried out towards
increasing the motivation of our
employees showed that corporate
culture is deeper in our company
than expected.

The total personnel number of 11,121
in late 2005 decreased to 10,324 by
7% with the restructuring of Director
General (Technical) Assistantship as
a separate company called Turkish
Airlines Technic, Inc. in 2006.

The number of passengers per
personnel increased 29% when
compared to the previous year. As to
result, production per personnel
increased and productivity has
improved.

With its human resources of various
people from different cultures at 104
points in 70 countries, our Company
provides service worldwide.

Increanse in efficiency

% 29

Units

UNITS UNDER BOARD OF DIRECTORS
UNITS DIRECTLY UNDER GENERAL DIRECTOR
VICE-PRESIDENCY (HUMAN RESOURCES)
VICE-PRESIDENCY (FINANCIAL)
VICE-PRESIDENCY (COMMERCIAL)
VICE-PRESIDENCY (FLIGHT OPERATIONS)
VICE-PRESIDENCY (GROUND OPERATIONS)

Total  

Title

Manager
Pilot
Cabin Crew Member
Information Technologies Personnel
Foreign Office
Engineer, Lawyer, Doctor
Specialist, Dispatch, Instructor
Technician
Officer
Worker

Total

Domestic and International
Distribution of Personnel
Number in Years

10
,1

36

2002

84
8

9,
49

5

2003

74
4

10
,1

94

2004

76
2

10
,3

38

2005

78
3

9,
42

6

2006*

89
8

AS OF * MAY 2006, TURKISH AIRLINES TECHNIC, INC.
IS SEPARATED WITH 2374 PERSONNEL.

Domestic International

Personnel efficiency

95
8

2002

16
6

1,
02

2

2003

15
8

1,
09

5

2004

15
0

1,
27

1

2005

13
4

1,
64

1

2006*

10
0

* TURKISH AIRLINES TECHNIC, INC. IS NOT INCLUDED.

Number of Passengers per Personnel
Number of personnel per plane

Number of personnel

1
534
239
289

2,794
4,065
2,402

10,324*

Distribution of Personnel in Units

* TURKISH AIRLINES TECHNIC, INC. AS OF MAY 2006 IS SEPARATED WITH 2374 PERSONNEL

Distribution of Personnel in Titles

Number of personnel

582

1,167
2,604

178
898
101
560

79
3,339

816

10,324*
* TURKISH AIRLINES TECHNIC, INC. IS NOT INCLUDED.





Flight Training
The Flight Training Center under the
Head of Flight Training comprises of
two sections, which are cockpit
training and cabin training. For
cockpit trainings, one B737-400, one
RJ 70/100, and one B737-800 flight
simulators are present and A320 “Full
Flight Simulator” is present as of 21
December 2006. Additionally, the
facility of computer assisted
Computer Base Training (CBT) with
32 stations is present, which is used
for pilot ground training for all plane
types within our Company. In cabin
training, one A340 “First Class” cabin
service vehicle (CST, mock-up), one
B737 "Economy Class" cabin service
vehicle (CST, mock-up), one
B737/A310/A340 mobile emergency
evacuation simulator and one A310
over-the-wing exit door training
vehicle (CEET, mock-up) is present
as education assistants. Purchase
process of A320 simulator has been

carried out within an admirably short
term of 8 months, and it is fitted with
the highest technology used in the
world.

Education of 16 trainee pilots
continues with three C172S basic
flight training planes of Turkish
Airlines Flight Training Organization,
and it is planned to be completed in
May 2007.

In addition to the training of the new
aircraft types included in the fleet,
initial training is given to the 280
cockpit and 1,179 new cabin crew
employed in Turkish Airlines in 2006.
In addition to the training of its
personnel, it made an important
training contribution to the sector by
providing 32 national and
international airline companies with
cabin training, cockpit ground
training, and simulator usage
services.

Along with all training activities, it
has been the address of inspections
by domestic and foreign aviation
authorities in many subjects which
directly affect certification, flight
security, and international relations
and has successfully completed all
inspections.
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Simulator training time
(customer)

6,727
Ratio in total
(customer)

42.7%

Handling Training
7,513 trainees participated in the
Passenger Sale, Reservation,
Passenger Services, Operation,
Cargo, Quality, aircraft Technique
Fundamentals and Type Courses held
within the January-December 2006
period in accordance with the
planning.

324,070 TRY and 970,431 USD of
revenues were received in 2005; a
total of 355,216 TRY, 1,539,475 USD,
and 395,719 EURO of revenues were
acquired from training sales in 2006.

In addition to these, institutions,
corporations, and third parties
(agencies, General Directorate of Civil
Aviation, universities, interns,
subcontractor companies, etc.) were
provided free training as the result
of protocols carried out by Turkish
Airlines, Inc.



Quality
from the ground
to the skies
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The single
address of
flight safety.

> TURKISH AIRLINES
TECHNIC, INC.

Carrying the pride of being the first
representative of the civil aviation of
our country in the skies since 1933,
with the purpose of maintaining to
be a widely-known brand not only in
our country, but also in its region,
Turkish Airlines has created a new
legal personality under the name of
"Turkish Airlines Technic" as of 23
May 2006, 100% of whose shares
belong to Turkish Airlines, Inc.
Rapid developments in the world in
repair sector, quality and
productivity-focused modern
management understanding, the
thought of transforming maintenance
services from a center of costs to a
center of profit have been important
in this decision. With new

restructuring, apart from the Turkish
Airlines fleet whose maintenance and
repair is performed at present,
providing other domestic and foreign
customer planes with maintenance
and repair services of similar volume
and quality is aimed.

Turkey market presents the 550
million dollar portion of the global
maintenance repair market, which
attained 38.8 billion dollars by 6%
growth in 2006 when compared with
the previous year.  With the quality
of service it provides, Turkish Airlines
Technic is expected to acquire due
share in the global maintenance
repair market that is anticipated to
reach 60.6 billion dollars in 2015.
THY Technic, which proves its

sensitivity on quality by three
certificates it received at the same
time, is the first and single
maintenance center to have ISO
14001 Environment Management and
OHSAS 18001 Occupational Health
and Security certificates.

The number of planes to receive
Complete Maintenance in 2006 is 104,
number of heavy maintenance is 230
and number of line maintenance is
1,237 from THY Technic that provides
service to many domestic and foreign
airlines and corporations with its
2,483 employees. As the revenues it
has acquired from the sales since its
establishment on 23 May has reached
354,802,097 TRY, after-tax net period
profit is recorded as 24,014,160 TRY.
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Net period profit

24
million TRY

The customers THY Technic
provided until now:
Lufthansa / Germany
Air Astana / Kazakhstan
MNG / Turkey
Malev Hungarian / Hungary
Mahan Air / Iran
Baron Air / Turkey
Hamburg Int. / Germany
Iran Air / Iran
Orex / Turkey
TAP Air Portugal
Portugal, Azal Air / Azerbaijan
Islandsflug / Iceland
Pegasus Airlines / Turkey
Windshear Leasing / USA
Sun Express / Turkey
Aerosvit / Ukraine
KTHY / Turkey
Transaero / Russia
Onur Air / Turkey
Oman Air / Oman
Worldfocus Airlines / Turkey
Ariana Afghan Airlines / Afghanistan,
Fly Air / Turkey

HABOM
The HABOM Project which is planned
to be the aviation maintenance repair
center of Europe, Asia, Russia,
Turkish States, and Middle East, will
be realized in Sabiha Gökçen Airport
which will provide a competitive
advantage in terms of its location.
As the construction process has
begun with narrow and wide hull
hangars and motor workshop, the
finalization of the joint work

agreement signed with
Pratt&Whitney from the group
companies of UTC-United
Technologies Corporation of US
origin is aimed for the foundation of
joint venture company for the aircraft
motor maintenance repair center,
which is one of the most important
parts of HABOM project. Our aim for
2007 is to be placed among the most
widely preferred maintenance
centers in the aviation maintenance
repair market.



Technology used
under quality



We keep up with providence our
passengers with all kinds of
technological developments which
will enable them to complete their
processes in the shortest time.

thy.com web site project
Our customers using our online
check-in service are enabled to print
their boarding cards via internet from
their own printers and thus, to head
towards the plane without visiting the
check-in counters at the airport.

In addition to enabling our
passengers to make reservation
without signing up to our thy.com
website, the "PayFly" project has
been implemented, which provides
the opportunity to buy tickets through
payment from the websites of their
own banks.

New design has been implemented
in the web pages of Miles&Smiles,
Contact Center, Schedule, Ticket
Sales, Online Check-in and significant
increases in our internet sales have
been observed after these
conveniences.

Reservation Systems
Within the scope of compliance,
which is a process of accession to
Star Alliance, system integration
(Option-2 module) is implemented,
which enables code-share sales with
Lufthansa Airlines.
Boarding Card with Barcode
implementation and its usage at
gates are started. Thanks to e-ticket
integration with Amadeus and

Worldspan Reservation Systems
(CRS), electronic ticket arrangement
for TK from CRS is enabled, and the
travel agencies using these systems
are provided with the opportunity to
arrange electronic tickets.

Crew Planning System
Projects toward increasing
productivity are sped up by the
purchase of “Pairing” and
“Rostering” modules of Carmen
within the scope of the renewal of
crew planning system.

TAMES-Technical
maintenance center
information systems project
The 3rd version of the Maintenance
Planning and Scheduling System,
which enables the decreasing of the
time, employee/hours spent for
maintenance planning, the visual
tracking of the plane maintenances
in TAMES, the definition of different
maintenance scenarios, the
immediate noticing and evaluation of
the effects of modifications made,
the production of long-term (5 years
and more) maintenance plans, the
visual tracking of the human
resources and the existing capacity
required for maintenances, the
effective and productive use of human
resources has been prepared.

SMS project
The project of sending SMS to our
passengers in case of daily change
or cancellation of schedule has been
completed and opened for use.

Galileo-Turkey
The number of agent locations using
the Galileo system is 196. As airline,
hotel, and car reservation in Turkey
market, more than 750,000
reservations have been carried out
via Galileo Turkey System. Thus, the
amount of revenues acquired
between 01 January-31 December
2006 exceeded 2,000,000 USD.

VOIP project
Within the scope of VOIP project, by
the transfer of domestic 444 calls to
Istanbul Call Center via VOIP, a saving
of approximately 300,000 USD is
attained in telecom expenditures.

Wireless network project
Wireless internet access has been
provided in CIP lounges.

PAGE

063

300,000
dolars
saving by

VOIP

> INFORMATION
TECHNOLOGIES







1. Declaration of Compliance with Corporate Governance 
Principles

Implementations relating to the corporate governance principles 
adopted by Capital Market Board (CMB) of our company which 
has made its principle to promote Turkey and Turkish aviation 
sector in the best manner in international platforms and 
reliability and transparence are listed below.

2. Shareholder Relations Unit

The Investor Relations Department reporting to Vice-President 
(Finance) has been established as the unit which will monitor 
advisement of our investors accurately and on time and also 
conducting the relations with capital market supervisors, 
exchanging of information, capital increase and public offering 
transactions and to organize the presentations and meetings 
which will advise domestic and international investors. Investor 
Relations Manager Suna ÇELEB‹; contact details Phone 212-
463-6363 Extension 3630; Fax 212-465-2307; E-mail ir@thy.com

3. Exercising of Information Access Rights of Shareholders

Percentage of shares traded in the stock exchange, of our 
company is 50.88 %. Thirty-three applications were made in 
2006 operation period to our company for receiving information 
and getting annual reports either in writing or via e-mail. Of 
the said applications, 27 were made to receive information and 
6 were made to get company annual reports, which applications 
were responded to in their entirety. A large number of investors 
and shareholders were also informed by phone in addition to 
these written applications. Advisement of investors and 
shareholders and answering of their questions have been 
carried out considering the principle of equality. On the other 
hand, the Investor Relations page was created in the existing 
website of our company to allow effective exercising of 
shareholders' rights of access to information.

4. General Meeting Details

As per article 6 of our Articles of Incorporation, all share 
certificates of our company are registered and are categorized 
into two groups as Groups A and C. There is only 1 Group C 
share belonging to Prime Ministry Privatization Administration (ÖIB)
and to its potential assign. Presently, 49.12 % of Group A 
shares belong to ÖIB, 50.88 % of which have been offered to 
the public. Within the period, the ordinary general meeting 
where year 2005 accounts and operations were discussed was 
held on 21.4.2006 and an extraordinary general meeting was 
held on 23.08.2006.

Shareholders representing TRY 142.379.785 out of TRY 175 
million which is the issued share capital of our company have 
attended the ordinary general meeting and shareholder 
representing TRY 111.290.641,56 have attended the extraordinary
general meeting.

Various media organizations have followed the meeting using 
it as a news item. The invitation to the meeting was made 
through promulgation by adding agenda in the Trade Registry 
Gazette and in a newspaper circulated across the country and 
also it has been announced through publication in the Investor 
Relations website.

As per article 29 of our Articles of Incorporation, we are under 
no obligation to notify the date of meeting by sending registered 
mail to shareholders who hold share certificates traded in the 
stock exchange out of the share certificates of the company.

No time period has been stipulated for registration in the share 
register to ensure participation of holders of registered shares 
in the general meeting; other terms relating to this matter are 
set out as follows in article 7 of our Articles of Incorporation.

Transfer of shares is governed by Turkish Commercial Code, 
Capital Market Regulations and civil aviation regulations.

For transfer of registered shares to bind the company, such 
transfer must be entered in the share register. Prior to entry 
in the share register of registered shares, shareholders are 

required to evidence their identities and nationalities and any 
alien relationship as specified in article 6 under a format to be 
specified by the Board of Directors as necessary. To the extent 
any share transfer is not entered in the share register, as far 
as the company is concerned, the shareholder is the person 
whose name is written in the share register.

Entry of any share transfer in the share register will be carried 
out by Board of Directors decision. Board of Directors may 
refrain from entering any share transfer in the share register 
in situations not in conformity with the Articles of Incorporation 
or law or without having to show any cause.

Share transfers which are in violation of the alien share ratio 
limitations as prescribed in article 6 above may not be entered 
in the share register. The Board of Directors is required not to 
allow such type of share transfers to be entered in the share 
register. Share transfers which are not entered in the share 
register by the Board of Directors will not be recognized by the 
Company and the applicable transferee does not gain the 
capacity of shareholder before the company. Affirmative vote 
of the member of Board of Directors elected to represent the 
Group C share is required in the Board of Directors decision 
on approving and entering in the share register of any share 
transfer.

The Group C share may be transferred to any other Turkish 
public agency which basically has the authorities conferred by 
Act no. 4046 to Prime Ministry Privatization Administration. In 
case of such a transfer, such transfer shall be entered in the 
share register forthwith without requiring any Board of Directors 
decision.

The Board of Directors is required to restrict the transfer of 
shares to aliens to adhere to restrictions set out in the Civil 
Aviation or other regulations governing the company and the 
Articles of Incorporation and to prevent undermining of traffic 
and cabotage rights held by the company.

As per article 362 of TCC, the income statement, balance sheet, 
annual report and proposals on how net income will be 
distributed will be made available to shareholders at the head 
office of the company at least 15 days prior to the ordinary 
general meeting together with the report to be issued by auditors.

Although, as a rule, questions of shareholders are answered 
orally and comprehensive questions are answered in writing 
in general meetings, since no question requiring a written 
answer was encountered in this period, verbal explanations 
have been adequate.

The authorities of the general meeting are set out in article 27 
of our Articles of Incorporation; hence the general meeting is 
the body of decision holding such authorities as stipulated in
TCC and other laws. There is no rule in the Articles of 
Incorporation on adoption by the general meeting of material 
decisions other than this Article.

However, since the majority of our shares are owned by 
Privatization Administration and Act no. 4046 has authorized 
the Privatization Administration in adoption of material decisions 
like splits, sale, purchase or leasing of assets in material 
amounts, no need was felt to introduce other provisions in the 
Articles of Incorporation on such matters.

On the other hand, under Article 14 of our Articles of 
Incorporation, the validity of any decisions to be adopted by the 
Board of Directors on the following matters, is subject to 
participation of the member of Board of Directors representing 
the Group C share in the meeting where such decisions are 
adopted and his/her casting an affirmative vote.

- Adoption of decisions which will have an express material 
adverse effect on the company mission specified in Article 3.1 
of these Articles of Incorporation;

- Proposals for amendments on the Articles of Incorporation 
to the general meeting;
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- Increase of share capital;

- Approval of transfer of registered shares and entering of 
transfer in the share register;

- Carrying out of any transaction which surpasses 5 % per 
agreement, the total assets stated in the last annual balance 
sheet the company has submitted to Capital Market Board and 
which directly or indirectly commits the company; adoption of 
any decisions which will bind the company (in the event the 
share of government in the company falls under 20 %, the 
provisions of this clause shall be eliminated automatically);

- Merger of the company with other companies or termination 
or liquidation thereof;

- Adoption of decisions on elimination of any flight line or 
decreasing significantly number of flights, save those under 
exclusive market conditions and lines which cannot cover 
operational costs with other funds.

Rights of Group C share may only be restricted by Privatization 
Higher Board or any government agency which will take over 
its duties.

Minutes of General Meetings are made available continuously 
to shareholders at our company and are delivered to 
shareholders upon request. General Meeting minutes for the 
last two years will be available in our Investor Relations website 
starting from 2005.

5. Voting Rights and Minority Rights

1. Voting Rights are set out as follows in article 31 of our 
Articles of Incorporation.

“Subject to the provisions of clause 6/d of these Articles of 
Incorporation, shareholders or proxies thereof who attend 
ordinary or extraordinary general meetings shall have one 
vote per share”

2. Under clause 5 of article 14 of our Articles of Incorporation;

Validity of decisions to be adopted by the Board of Directors 
on the following matters depend on participation in the 
meeting where such decisions are adopted by the member 
of Board of Directors representing the Group C share and 
his/her casting an affirmative vote.

- Adoption of decisions which will have an express material 
adverse effect on the company mission specified in Article 
3.1 of these Articles of Incorporation;

- Proposal of an amendment in Articles of Incorporation to 
the General Meeting;

- Increase of share capital;

- Approval of transfer of registered shares and entering of 
such transfer in the share register;

- Carrying out of any transaction surpassing, for each 
agreement, 5 % of total assets listed in the last annual 
balance sheet submitted by the company to Capital Market 
Board and which directly or indirectly binds the company 
and adoption of any decisions which commit the company 
(in the event the share of government in the company falls 
under 20 %, the provisions of this clause shall be eliminated 
automatically);

- Merger of the company with other companies or 
termination or liquidation thereof;

- Adoption of decisions on elimination of any flight line or 
decreasing significantly number of flights, save those under 
exclusive market conditions and lines which cannot cover 
operational costs with other funds.

Rights of Group C share may only be restricted by 
Privatization Higher Board or any government agency which 
will take over its duties.

3. Under Article 10 of our Articles of Incorporation;

The Board of Directors comprises 7 members elected by 
the General Meeting. Six members of the 7 members of 
the Board of Directors will be elected as nominees who 
receive the highest number of votes in the election held by 
Group A shareholders among themselves and 1 member 
will be elected from amongst nominees to be designated 
by the Group C shareholder.

For nominees of Group A shareholders to the Board of 
Directors, the following terms shall apply:

a) Where the ratio of public shares of the company is 15 % 
(15 % inclusive), the right to nominate one of the 6 members 
of Board of Directors afforded to Group A shall lie with such 
shareholders as holding the public Group A shares.

b) Where the ratio of public shares of the company is 35 % 
(35 % inclusive), the right to nominate 6 members of Board 
of Directors afforded to Group A shall lie with shareholders 
holding the public Group A shares.

c) For shareholders holding such public Group A shares, to 
make nominations for the Board of Directors, they must 
be represented at the ratio of minimum 2 % of the total 
issued and outstanding share capital at the General Meeting 
where members of Board of Directors are elected. In 
calculation of the said 2 % ratio, only public Group A shares 
shall be considered. Sareholders who hold the public Group 
A shares will determine their nominees for Board of 
Directors at the meeting they will hold among themselves. 
The right to nominate it at this meeting lies with holders 
of non-government owned public Group A shares. To the 
extent shareholders holding public Group A shares are not 
represented at the ratio of 2 % at the general meeting, then 
the right to make nominations to the Board of Directors, 
of such shareholders shall be exercised by other 
shareholders who hold non-public Group A shares in line 
with Turkish Commercial Code and Capital Market 
Regulations.

d) Where membership of the Board of Directors becomes 
vacant due to reasons like death, resignation, dismissal or

 nullification of membership, the vacant membership will 
be filled by an election to be held by the Board of Directors 
as per article 315 of Turkish Commercial Code. In the event 
any vacancy arises at the Board of Directors due to one of 
the foregoing reasons, shareholders who hold the group 
of shares who are entitled to make a nomination for the 
vacant membership shall be entitled to nominate and the 
Board of Directors shall elect this nominee to fill such vacancy.

Where shareholders holding public Group A shares fail 
to make a nomination for the vacant membership of 
Board of Directors, the right to nominate for the vacant 
membership shall lie with Group C shareholder and to 
the extent the Group C share has been converted to a 
Group A share, then such right shall lie with 
shareholders holding non-public Group A shares. The 
15 %, 35 % and 2 % ratios stated in the foregoing clauses 
a, b and c shall not be considered in any election to be 
carried out in this manner for the seat vacated by the 
nominee nominated by shareholders holding public 
group A shares. The election of the successor of the 
Board of Directors shall be submitted to the approval 
of the next general meeting. The member of Board of 
Directors approved by the General Meeting shall serve 
for the remaining term of duty of the departing member 
of Board of Directors.

e) In the event a member of Board of Directors 
representing a specific legal person is reported not to 
have any relationship with that legal person any more 
or in the event a specific legal person transfers its 
shares to a third party, then that person shall be deemed
to have resigned from membership of Board of Directors



and provisions in clause d of this article govern the 
matter of nominating a person for the vacant 
membership.

f)  Where these Articles of Incorporation are subsequently 
amended or new share groups are created, the right 
to nominate 2 members of Board of Directors afforded 
to shareholders holding Group A public shares under 
clauses a and b above shall not disappear or be changed;
provided the said amendment is approved by 
shareholders representing 65 % of issued capital.

4. There is no company with which there is a mutual 
participation relationship.

5.  Representation of minority shares in management is carried
out in accordance with Article 10 of our Articles of 
Incorporation as specified above.

6. The technique of accumulated voting is not contained in 
our Articles of Incorporation.

6. Dividend Policy and Dividend Distribution Time

Determination and distribution of profits of our company are 
set out as follows in Article 36 of our Articles of Incorporation.

After amounts which must be paid and earmarked by the 
company like overhead and various depreciation and taxes 
required to be paid by the legal personality of the company are 
deducted from income determined at the end of the accounting 
year, any remaining net income appearing in the annual balance 
sheet shall be distributed respectively as follows after deduction 
of the losses of previous years.

a)  A statutory reserve of 5 % shall be earmarked (Reserve: 
The statutory reserve earmarked by the company at the 
rate of 5 % of the net income of each year shall be continued 
to be earmarked until 20 % of the share capital of the 
company is reached. (Provisions of Article 466 of Turkish 
Commercial Code are reserved). In the event the statutory 
reserve decreases to less than such amount as equal to 
20 % of the share capital of the company, then earmarking 
of statutory reserves shall be continued until such amount 
is reached.

b) First dividend at the rate and amount determined by Capital 
Market Board shall be earmarked out of the remainder.

c) The portion remaining after deduction of such amounts as 
specified in clauses “a” and “b” out of the net income, may 
be distributed as second dividend or earmarked as special 
reserves in part or in whole by the General Meeting under 
its authority.

d) After deduction of dividends equal to 5 % of the issued 
capital out of the portion resolved to be distributed to other 
participants in profits, to shareholders, second order 
reserves shall be earmarked as per clause 3 of paragraph 
2 of article 466 of Turkish Commercial Code in an amount 
equal to one tenth the remaining amount.

e) Unless statutory reserves required to be earmarked by 
operation of law and 1st Dividend designated for 
shareholders in the Articles of Incorporation are earmarked, 
no resolution may be adopted for earmarking any further 
reserves, carryover of the profits to the following year and 
until the first dividend is paid in cash and/or as share 
certificates, no resolution may be adopted for participation 
with privileged shareholders in dividend distribution and 
distribution of dividends to founding and ordinary bonus 
shareholders and members of Board of Directors, officials, 
servants and workers, foundations founded for various 
purposes and such individuals and/or organizations. The 

General Meeting shall determine the time and method of 
payment of dividends in accordance with directives of Capital
Market Board.

7. Transfer of Shares

Article of our Articles of Incorporation;

Nature of Shareholders

Shares held by alien shareholders may not be more than 40 % 
of the total issued share capital of the company. In calculation 
of shares held by alien shareholders, the alien ratio among the 
shareholders holding non-public Group A shares shall also be 
considered.

An alien shareholder means,

- Natural and legal persons of foreign citizenship;

- Companies of Turkish citizenship, the share of foreign citizens 
is more than 49 % in their share capital;

- Companies of Turkish citizenship where the majority of bodies 
thereof authorized to manage or represent are not Turkish 
citizens and the majority of votes do not belong to Turkish 
shareholders as per their Articles of Incorporation;

- Companies of Turkish citizenship under de facto control of 
the foregoing.

To ensure compliance of the foregoing shareholding restrictions 
of alien shareholders with the terms of the Articles of 
Incorporation, the company shall monitor alien shareholders 
in a separate section when entering shareholders and share 
transfers in the share register.

Any purchase or sale of share certificates reaching 1 % of the 
issued capital of the company must be reported to the company 
forthwith. Furthermore, shareholders which reach the maximum 
alien ratios as stipulated in these Articles of Incorporation or 
those who surpass such ratio are required to notify the company

forthwith the moment they become aware of that situation. The 
purpose of such notice is to monitor the alien element and 
material share movements allowing the Board of Directors to 
exercise its authorities accordingly and the fact that the notice 
is given does not give rise to a right of shareholding unless an 
entry is made in the share register and such share registry 
records govern.

In cases where the fact that the total shares held by alien 
shareholders have surpassed 40 % of the issued share capital 
of the company is learned because of notices given or otherwise, 
the Board of Directors is to give notice to the applicable 
shareholders forthwith that starting from the most recent share 
transfers, the shares surpassing the said alien ratio are disposed
of in quantities and percentages in compliance with the alien 
limit that failing that the company is entitled to implement any 
one of the below listed measures within 7 (seven) days at the 
latest. The alien shareholder to whom notice is given for selling 
the excess shares is obliged to sell to a person not covered by 
the definition of an alien shareholder under these Articles of 
Incorporation, its shares causing it to surpass the limit of 
alienship within the time period as specified in such notice. In 
the event such shares are not disposed of notwithstanding the 
given notice, the Board of Directors is obliged to convene within 
3 (three) days and to resolve on the following measures listed 
below on the shares surpassing the limit as it may deem fit.

(i) Redemption of such share certificates held by the alien 
shareholder giving rise to the result of surpassing the alien 
limit, at nominal price by a decrease of share capital; the 
company shall first give notice to the shareholder exceeding 
the alien limit that it shall redeem the said shares. In the 
event such a notice may not be given, then the notice shall 

PAGE

068 > CORPORATE GOVERNANCE PRINCIPLES COMPLIANCE REPORT



PAGE

069

be given by promulgation by publishing in newspapers 
published at the jurisdiction where the head office of the 
company is situated. Redemption expenses shall be 
collected from the shareholder causing such redemption 
by way of setoff against the redemption price.

(ii) In the event the total share ratio of alien shareholders goes 
above the limit specified in these Articles of Incorporation, 
the Board of Directors may increase the share capital for 
the purpose of bringing down the shareholding of the 
shareholder exceeding the alien limit. In such a case, new 
shares may be issued by restricting the preemptive rights 
of existing shareholders as per regulations of Capital Market

 Board.

In the event of surpassing of the alien limit as set out in 
this Article, the authority to decide which technique will be 
given priority for reducing the shareholdings down to the 
allowed rate lies with the Board of Directors.

REASON FOR ARTICLE:

The reason for the rule in this Article is given in the last 
paragraph of article 7 of our Articles of Incorporation and in 
the following paragraph, also regulations our company is subject 
to in the capacity of an airline which it has to adhere to are 
explained.

a) An airline company which does not qualify as Turkish on 
account of provisions listed in Articles 31 and 49 of Turkish 
Civil Aviation Act no. 2920 cannot obtain an operating licence 
or notwithstanding that it may have an operating licence, 
such operation licence shall be revoked in the event it 
ceases to qualify as Turkish due to changing hands or sale 
of the shares of the airline or because the majority of the 
members of Board of Directors are alien, etc.

b)  As it is mandatory as per bilateral intergovernment aviation 
treaties executed previously among those two countries 
for flights to be possible from one state to another, that is 
for acquiring the right of international traffic, the majority 
of ownership of the airline to be designated by Turkish 
Government and control of such company must lie in the 
hands of Turks (natural or legal persons); the criteria of 
nationality that is, our company's qualifying as Turkish is 
a sine qua non condition for owning the right of traffic under 
the bilateral aviation treaties executed between states as 
well.

Hence, since the right of traffic may only be granted to an 
airline domiciled in Turkey, only if the majority of its shares 
of effective control thereof belong to Turkish citizens or 
companies and in the event such airline ceases to qualify 
as Turkish (or it fails to prove that it has not ceased to do 
so or if other contracting states to which flights will be 
made fail to believe that it has not done so), then the 
applicable airline shall lose its right of traffic, the criterion 
of nationality is an element of vital importance for an airline.

Hence, the qualification as alien has been set out in article 
6 of our Articles of Incorporation for ensuring that our 

airline operating licence and also our international traffic 
rights are secured as we explained above and accordingly, 
restrictive rules were set in terms of the restriction imposed 
on the alien shareholding ratio and protection of the traffic 
rights of our company on account of the nationality criterion, 
should such limit be exceeded.

2- Article 7 our Articles of Incorporation; (Transfer of Shares)

Transfer of shares are subject to provisions of Turkish 
Commercial Code, Capital Market Regulations and Civil Aviation 
Regulations.

For transfer of registered shares to be binding for the company, 
then such transfer must be entered in the share register of the 
company. Prior to entry of registered shares in the share 
register, shareholders are required to document within a format 

set by the Board of Directors as necessary their identities and 
nationalities and any alien relationship as specified in article 
6. In the event any share transfer is not entered in the share 
register, the shareholder is such person as written in the share 
register as far as the company is concerned.

Entry of transfer of shares in the share register will be carried 
out by a Board of Directors resolution. The Board of Directors
may refrain from entering any share transfer in the share 
register without having to show any cause at any time or in 
situations which are in violation of these Articles of Incorporation 
or law. 

Share transfers which are in violation of the alien shareholding 
limitations as prescribed in article 6 above may not be entered 
in the share registered. The Board of Directors is required to 
refuse entry of such share transfers in the share register. Share 
transfers which are not entered in the share register by the 
Board of Directors shall not be recognized by the company and 
the said transferee cannot qualify as a shareholder against the 
company. Affirmative vote of the member of the Board of 
Directors elected to represent the Group C share is a requisite 
for the decision by the Board of Directors to approve the share 
transfer and entry thereof in the share register.

The Group C share may be transferred to any other Turkish 
public agency which basically has the authorities conferred by 
Act no. 4046 to Prime Ministry Privatization Administration. In 
case of such a transfer, such transfer shall be entered in the 
share register forthwith without requiring any Board of Directors 
decision.

The Board of Directors is required to restrict the transfer of 
shares to aliens to adhere to restrictions set

out in the Civil Aviation or other regulations governing the 
company and the Articles of Incorporation and to prevent 
undermining of traffic and cabotage rights held by the company.

8. Company Advisement Policy

Our company employs tools and methods like press releases 
or media organs in announcement to the public of information 
which are not trade secrets, in addition to those stipulated in 
legislation.

9. Special Circumstance Announcements

Our company has made 55 Special Circumstance 
Announcements in addition to financial statement and financial 
statement notes in 2006 based on CMB's Directive Series: VIII, 
No: 39 on Public Announcements of Special Circumstances and 
no supplementary announcements were required by CMB and 
ISE regarding such announcements. Our company has used its 
best efforts to ensure that its special circumstance 
announcements were announced to investors, deposit holders, 
agencies and organizations simultaneously in due time; in 
understandable, accurate and interpretable form. Since there 
was no special circumstance announcement made by our 
company which was not done on time, no sanctions were 
imposed by CMB or ISE during the applicable period. On the 
other hand, as the share certificates of our company are not 
listed in international stock exchanges, there is no special 
circumstance announcement made in international stock 
exchanges.

10. Company Website and Contents

The website address of our company is www.thy.com.tr and 
the Investor Relations page may be accessed from the said 
address. An English version of the said website has also been 
formed. Investor Relations page contain information on the 
shareholding composition, minutes of general meetings for the 
last 3 years, proxies specimen, annual reports, financial 
statements, commercial operation data, details on the Board 
of Directors and Special Circumstance announcements. 
Furthermore, a section where data on the share of company 
procured from the data distribution organization is made 
available in the applicable page.



11. Announcement of Natural Person/Persons Final Controlling 
Shareholders
There is no natural person final controlling shareholder in our 
company.

12. Announcement to Public of Persons with Inside Information 
Capability
Use for deriving advantage to themselves or to third parties, of 
such information by the members of Board of Directors, Auditors,
General Manager, Vice-Presidents, Secretary General, Investor 
Relations Manager, Press Advisor, Head of Accounting 
Department, Head of Finance Department, Investment 
Administration Head and Promotion and Public Relations 
Department Head of our company and all staff of such 
departments and natural and legal persons who acquire 
knowledge during their terms of duty on account of their 
professions or fields of operation is banned.

13. Advisement of Stake Holders
In announcement to public of information relating to our 
company, in addition to those stipulated in legislation and 
special circumstance announcements, the announcement rules 
under CMB's Directive Serial: VIII, No:39 on Announcement to 
Public of Special Circumstances are also observed and our 
company announces other information deemed to interest other 
stake holders using the most convenient tools of communication 
with an explanatory content.

14. Human Resources Policy
Our company has a Human Resources Code set by our Board 
of Directors and our company carries out any act or 
communication regarding its sub-units structured according 
to functions and staff in line with Labor Act no. 4857. On the 
other hand, staff of our company are unionized and work under 
a collective bargaining system. Relations between employees 
and the employer are conducted in an effective and result-
oriented manner at all levels on any subject concerning collective
bargaining and personnel through representatives appointed 
by the union in numbers and percentages specified in article 
34 of Unions Act no. 2821 and union directors. Furthermore, 
training services are provided to cover all our staff.

No complaint was lodged by any employee regarding 
discrimination.

15. Information on Relations with Customers and Suppliers

As it is an IATA member airline, our company carries out its 
ticket sales in line with rules set by IATA. Furthermore, 
evaluation surveys are provided for complaints and 
recommendations of passengers both in all our aircrafts and 
also at airports and results of such surveys are evaluated for 
enhancing customer satisfaction. In addition, for achieving 
customer satisfaction, our customer uses its best efforts on 
providing a 24-hour option or cancellation in phone reservations 
without undertaking or penalty, provision of aid to passengers 
with special needs or whose movement capability is limited, 
provision of basic needs of passengers in long-term delays 
when the aircraft is on the ground or taking of steps for 
acceleration of check-in services. In addition, the principles of 
customer satisfaction adopted by our company in direct relations 
with passengers have been shared with our agents and are 
contained in any executed agreements to allow them to be 
implemented in the same manner. Our collaboration is 
maintained with agents which act in line with our principles in 
carried out evaluations and in cases where it is determined 
that such principles are not adhered to, then necessary warnings 
are given and the agency relationship is cancelled in any 
recurrence.

Our company carries out its purchases of goods and services 
under applicable Articles of Public Tenders Act no. 4734 and 
the Purchase/Sale Regulation which has been implemented 
being updated since 1952 by the Board of Directors decision of 
our company and our company works with quite a large number 
of suppliers both domestically and also internationally. Tender 
announcements regarding purchases are announced through 

promulgation in minimum 2 newspapers in country at large 
and also at www.kik.gov.tr and also at www.thy.com.tr websites 
within the time period set by law.

16. Social Responsibility
Our company continues its operations in line with being a 
flagship company in terms of the service quality and its social 
responsibility domestically and abroad. There is no litigation 
pending initiated against our Company in Turkey on account of 
any damage caused to the environment.

17. Composition and Formation of Board of Directors and 
Independent Members 
Board of Directors comprises 7 members elected by the General 
Assembly. Of the 7 members of the Board of Directors, it is 
mandatory that 6 members are elected from amongst nominees 
getting the highest number of votes in the election held among 
themselves by Group A shareholders and one member is elected 
from amongst nominees designated by Group C shareholder. 
It is mandatory that minimum 5 members of the Board of 
Directors are Turkish citizens together with members 
representing Group C shares. Term of duty of members of 
Board of Directors is 2 (two) years. The General Assembly may 
dismiss members of Board of Directors before their terms of 
duty expire. Members of Board of Directors whose terms of 
duty expire may be reelected.

Our current members of Board of Directors:

Candan KARLITEK‹N-Chairman of Board of Directors

Hamdi TOPÇU-Vice-Chairman of Board of Directors

Doç.Dr. Temel KOT‹L-Member of Board of Directors and
General Manager

Atilla ÖKSÜZ-Member of Board of Directors

Prof.Dr.Cemal fiANLI-Member of Board of Directors

Prof.Dr.O¤uz BORAT-Member of Board of Directors

Mehmet BÜYÜKEKfi‹-Member of Board of Directors

18. Qualifications of Members of Board of Directors

Circumstances constituting an obstacle for Board of Directors 
membership are set out in article 11 of our Articles of 
Incorporation. Furthermore, Article 4/i of Act no. 4046 seeks 
the requirement of having four years higher education in 
members of Board of Directors of companies subject to 
privatization. Since care is taken that qualities listed in Articles 
3.1.1, 3.1.2 and 3.1.5 of Section IV of Corporate Governance 
Principles in appointment of members of Board of Directors, 
the qualifications of the members of our Board of Directors 
conform to such principles. Article 11 and Provisional Article 
1/c of the Articles of Incorporation are given below.

ARTICLE 11

To be eligible for membership of Board of Directors, one 
must not have been placed under interdiction, companies 
he/she himself, herself or other companies he/she serves 
in the management of must not have gone bankrupt or 
become insolvent, must be a shareholder of the company 
and must be not convicted of any crimes of turpitude or 
crimes listed in Civil Aviation Act. In the event non-
shareholding persons are elected members, they may 
resume service after they acquire the qualification of a 
shareholder.

The General Meeting may give permission for situations 
covered in article 334 and 335 of Turkish Commercial Code.

It is mandatory that minimum five members of the Board 
of Directors together with members representing Group C 
shares are Turkish citizens.

Provisional Article 1/c

Provided provisions of clause (d) below are reserved 
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regarding elections to be held from amongst candidates 
to be nominated by Group A shareholders, Chairman of 
Board of Directors of the company, members of Board of 
Directors, Auditors and General Manager shall be appointed 
as per Act no. 4046 upon recommendation of ÖIB until the 
share of government in the share capital of the company 
drops under 50 %, provided they meet the qualifications 
specified in the Act and with approval of the Prime Minister 
or authorized Minister.

19. Mission and Vision and Strategic Targets of the Company

The Board of Directors shall approve the strategic targets 
formed by the executives of our company and reviews the degree 
of success in attainment of such targets, activities and past 
performance continuously and effectively. When doing so, it 
attempts to comply with international standards in every subject 
and shall take measures without delay before the problem 
arises where necessary. Furthermore, Article 3 of the Articles 
of Incorporation of our Company sets out the following mission.

a) By enhancing the long range flight network of the company, 
developing the global airline company identity;

b) By bringing the technical maintenance unit of the company 
into a state to serve as a significant technical base in its 
region and developing the identity/capacity of becoming a 
technical maintenance service provider;

c) Developing the identity to become a service provider in the 
fields of any civil aviation services with strategic significance 
including ground services and flight training;

d) Maintaining the leadership of the company in domestic air 
transport;

e) Ensuring that the company provides uninterrupted and high 
quality flight service by going into collaboration with a global 
airline alliance to supplement its own flight network in 
such a way to advance the image of the company abroad 
and to raise its marketing capabilities;

f) To make Istanbul a significant flight hub.

20. Risk Management and Internal Control Mechanism

Internal control is carried out by applicable units established 
in line with the operations of our company. In this regard, 
whether tickets sold either by staff, also our agents are priced 
correctly or not, whether accounting records of all our offices 
abroad are effective in line with company regulations and 
directives or not, whether taxes the company is liable for are 
paid correctly and in time or not is checked and the accuracy 
of all records of the company is audited in line with current 
laws and company regulations and directives. Furthermore, 
our company undergoes and annual audit by Prime Ministry 
Higher Board of Audits.

Furthermore, the company is audited by 3 auditors elected by 
the General Meeting.

‹smail GERÇEK-Member of Board of Auditors

Naci A⁄BAL- Member of Board of Auditors

Prof.Dr.Atefl VURAN- Member of Board of Auditors

2 auditors are elected from the nominees of Group A 
shareholders and 1 auditor is elected from amongst nominees 
of Group C shareholder. The term of duty of auditors is 1 (one) 
year. An auditor whose term of duty expires may be reelected.

The following rules apply in nomination of Auditors by Group 
A shareholders:

a. Where the ratio of public shares of the company is 35 % 
(35 % inclusive), the right to nominate 2 Auditors afforded 
to Group A shall lie with shareholders holding the public 
Group A shares.

b. For shareholders holding such public Group A shares, to 
make nominations for the Auditor, they must be represented 

at the ratio of minimum 2 % of the total issued and 
outstanding share capital at the General Meeting where 
Auditors are elected. In calculation of the said 2 % ratio, 
only public Group A shares shall be considered. 
Shareholders who hold the public Group A shares will 
determine their nominees for the Auditor at the meeting 
they will hold among themselves. The right to nominate it 
at this meeting lies with holders of non-government owned 
public Group A shares. To the extent shareholders holding 
public Group A shares are not represented at the ratio of 
2 % at the general meeting, then the right to make 
nominations to the Auditor, of such shareholders shall be 
exercised by other shareholders who hold non-public Group 
A shares in line with Turkish Commercial Code and Capital 
Market Regulations.

c. Where the position of the Auditor becomes vacant due to 
reasons like death, resignation, dismissal or nullification 
of membership, the vacant membership will be filled by an 
election to be held by the other Auditors as per article 315 
of Turkish Commercial Code. Where shareholders holding 
public Group A shares fail to make a nomination for the 
vacant membership for the Auditor, the right to nominate 
for the vacant membership shall lie with Group C 
shareholder and to the extent the Group C share has been 
converted to a Group A share, then such right shall lie with 
shareholders holding non-public Group A shares. The 35 
% and 2 % ratios stated in the foregoing clauses a and b 
shall not be considered in any election to be carried out in 
this manner for the seat vacated by the nominee nominated 
by shareholders holding public group A shares.

d. Where these Articles of Incorporation are subsequently 
amended or new share groups are created, the right to 
nominate 2 Auditors afforded to shareholders holding Group 
A public shares under clauses a and b above shall not 
disappear or be changed; provided the said amendment is 
approved by shareholders representing 65 % of issued 
capital.

Auditors are authorized and have the duty to review the 
general transactions and the budget of the company, to 
carry out such duties as prescribed in Turkish Commercial 
Code, to make proposals to the Board of Directors to ensure 
that the company is administered in the best manner and 
company interest in protected, to call general meetings if 
necessary and urgent reasons arise and to set the meeting 
agenda and to issue such report as prescribed in article 
354 of Turkish Commercial Code. Auditors are obliged to 
fulfill the duties accruing to them under law and the Articles 
of Incorporation well and in full.

21. Authorities and Responsibilities of Members of Board of Directors
and Executives

Article 15 of our Articles of Incorporation sets out the duties, 
authorities and responsibilities of the Board of Directors and article
19 sets out the same for the General Manager. 

The Board of Directors is the body of representation and  
management of the Company. The Board of Directors is liable with
all duties other than those conferred to the General Meeting by law
and Articles of Incorporation and have all authorities required by 
such duties.

In accordance with article 319 of Turkish Commercial Code, the 
Board of Directors may delegate part or the entirety of its authorities
to manage and represent to one or several members or general 
manager, vice-president, manager or managers who are not 
members of Board of Directors or may form executive committees
from amongst its members or from outside to exercise such duties
and authorities. However, no delegation of authority may be effected
by the Board of Directors on matters where Group C has a privilege
right.

Any financial and other details required for members of Board of 
Directors to fulfill their duties and proposals of Board of Directors
and attachments thereto shall be delivered in time.



Duties and authorities of General Manager shall be set by the Board
of Directors. General Manager is required to discharge its duties 
diligently and is responsible for any act to the contrary.

22. Rules of Operation of Board of Directors

Operations of the Board of Directors of our Company are set out in
Article 14 of our Articles of Incorporation;

The Board of Directors convene as required by the business of the
company and at any rate, minimum once a month. The venue of 
meeting is the head office of the company. Meetings may be convened
at any other place by Board of Directors resolution.

The order of business to be discussed at meetings must be 
determined by an agenda, which agenda must be served to members
prior to the date of meeting. Invitation to Board of Directors meetings
shall be made minimum three days in advance of the day of meeting.

The Board of Directors shall convene with the participation of 
minimum 5 members. The Board of Directors shall adopt its 
resolutions by affirmative votes of minimum 4 members. Any 
member who fails to attend for consecutive meetings or 6 meetings
in total during a year without being deemed on leave by the Board
of Directors or without relying on a just cause shall be deemed to
have resigned.

Unless a member asks for a meeting to be held, the resolutions of
Board of Directors may also be passed by obtaining written 
affirmative opinions of all members to a proposal made by a member
on a specific subject. The validity of Board of Directors resolutions
depend on their having been written and signed. Failure to form 
decision quorum on a specific subject shall mean that the proposal
is denied.

The validity of the decisions to be adopted by the Board of Directors
on the following matters depend on the participation at the meeting
where such decisions were adopted by the member of Board of 
Directors representing the Group C share and his/her casting an 
affirmative vote.

- Adoption of decisions which will expressly affect adversely the 
company mission specified in Article 3.1 of the Articles of 
Incorporation;

- Proposals of amendments of Articles of Incorporation to the 
General Meeting;

- Increase in capital;

- Approval of transfer of registered shares and entry of such transfer
in the share register;

- Carrying out of any transaction which surpasses 5 % per agreement,
the total assets stated in the last annual balance sheet the company
has submitted to Capital Market Board and which directly or indirectly
commits the company; adoption of any decisions which will bind 
the company (in the event the share of government in the company
falls under 20 %, the provisions of this clause shall be eliminated 
automatically);

- Merger of the company with other companies or termination or 
liquidation thereof;

- Adoption of decisions on elimination of any flight line or decreasing
significantly number of flights, save those under exclusive market
conditions and lines which cannot cover operational costs with other
funds.

Rights of Group C share may only be restricted by Privatization 
Higher Board or any government agency which will take over its 
duties.

Minutes of General Meetings are made available continuously to 
shareholders at our company and are delivered to shareholders 
upon request. General Meeting minutes for the last two years will
be available in our Investor Relations website starting from 2005.

Board of Directors held in 2006 is 61 and 311 resolutions have been
adopted. The validity of Board of Directors resolutions depend on 
their having been written and signed. Office of the Secretary General
organizes the operations of the Board of Directors provide 

advisement and communication, monitors the number of meetings
of the Board of Directors and proposals to be submitted to the 
Board of Directors and determines the meeting agenda.

23. Doing Business with the Company and No Compete Ban

As per Articles 334-335 of TCC, the ban on doing business with the
company and on compete was implemented against the members
of Board of Directors during the period. Also, there are rules relating
ban on other business and service as regards employees of the 
Company in section 11 of THY A.O. Human Resources Code no. 07-
001.

24. Rules of Ethics

Rules of ethics of our company are as follows:

> To act in compliance with all obligations arising from national
and international legislation and to act in line with any contract
 the company is party to. 

> To act diligently and in compliance with rules when representing
the company before third parties.

> To discharge its duties in the best manner in line with duties,
authorities and responsibilities specified in job descriptions.

> To act in line with principles of confidentiality regarding 
information and subjects as necessary.

> To use one's best efforts for correct use of assets and resources
of the company.

> To use maximum efforts to protect the rights and interests of
shareholders. 

> To keep and maintain any information, documents and records
regarding conducted operations orderly, fully and completely.

> To display conduct in line with the rules of the Company to 
Company customers (all customers, lead by passengers). To 
avoid conduct which is not courteous and helpful outside such
rules and to caution those who act in such a manner 
appropriately.

>  To communicate any errors experienced during carrying out 
of operations in an appropriate manner to applicable places 
and taking measures which will prevent them to be repeated.

> By working in line with targets and strategies relating to the 
department served at, making maximum contribution to the 
Company's attaining its overall purposes and realizing its vision.

> Not to derive financial advantage in conducting operations or 
not affording privileges to any individual or entity.

> To offer a fair and secure work environment.

> To act in line with set rules and competition in national and 
international competitive environment.

> To give support to allow individuals in charge of supervision to
perform their duties and to provide the necessary facilities and
aid where required.

> To be honest and reliable to further moral values.

24. Number, Composition and Independence of Committees Formed 
at Board of Directors

In the Board of Directors, the financial supervision committee 
supervising financial affairs comprises Mr. Hamdi TOPÇU, Mr. 
Cemal fiANLI and Mr. Atilla ÖKSÜZ and the corporate governance
committee supervising implementations relating to corporate 
governance principles comprises Mr. Mehmet BÜYÜKEKfi‹ and Mr.
Cemal fiANLI.

25. Financial Benefits Afforded to Board of Directors

Remuneration of the members of Board of Directors are determined
by the General Meeting. No member of Board of Directors may 
receive any loan or borrow money from the Company.
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Republic of Turkey Prime Ministry
Privatization Administration

Other
Capital

A, C
A

49,12
50,88

 100,00

85.963.662
             89.036.338
           175.000.000

75,18
24,82

 100,00

131.565.696
            43.434.304
          175.000.000

SUBSIDIARIES AND ASSOCIATES

The subsidiary consolidated on full consolidation basis is as follows:

Name of the Company

THY Teknik A.fi.

%

100

31 December 2006
Shareholders' Equity

319.297.771

%

-

31 December 2005
Shareholders' Equity

-

Associates accounted per equity method are as follows:

Financial assets available for sale are as follows:

Grup % 31 December  2006 % 31 December 2005

Name of the Company

Günefl Ekspres Havac›l›k A.fi. (Sun Express)
THY DO&CO ‹kram Hizmetleri A.fi.

%

50
50

     31 December 2006

7.681.874
15.199.029
22.880.903

%

50
-

31 December 2005

17.490.282
-

17.490.282

Name of the Company

Uçak Servisi A.fi. (USAfi)
Sita Inc.
Emek ‹nflaat ve  ‹flletme A.fi.
France Telecom hisseleri

    %

3

< 0,1
0,3

-

31 December 2006

4.740.120

1.679.619
26.859

-
6.446.598

      %

 4,75

 < 0,1
   0,3

 < 0,1

31 December 2005

11.452.726

1.679.619
26.859

           6.755.466
19.916.096

As of 31 December 2006, the Company's issued and paid-in capital was YTL 175 millions, made up of 174,999,999,999 Class A shares and
one Class C share, each having a nominal value of YTL 0.001.

Ownership Structure is as follows:
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BALANCE SHEET ITEMS

ASSETS

Current Assets

   Cash and Cash Equivalents
   Marketable Securities (net)
   Accounts Receivable (net)
   Finance Lease Receivables (net)
   Due from Related Parties (net)
   Other Receivables (net)
   Biological Assets (net)
   Inventories (net)
   Receivables from Construction Contracts in Progress (net)
   Deferred Tax Assets
   Other Current Assets

Non-Current Assets

   Accounts Receivable (net)
   Finance Lease Receivables (net)
   Due from Related Parties (net)
   Other Receivables (net)
   Financial Assets (net)
   Positive/Negative Goodwill (net)
   Investment Property
   Tangible Assets (net)
   Intangible Assets (net)
   Deferred Tax Assets
   Other Non-Current Assets

TOTAL ASSETS

31.12.2006

104 %

76 %
-

143 %
-

2196 %
131 %

-
161 %

-
-

89 %

139 %

-
-

100 %
104 %

78 %
-
-

133 %
122 %
100 %
212 %

131 %

31.12.2005

100 %

100 %
-

100 %
-

100 %
100 %

-
100 %

-
-

100 %

100 %

-
-
-

100 %
100 %

-
-

100 %
100 %

-
100 %

100 %

INCOME STATEMENT ITEMS

MAIN OPERATING REVENUES
Sales Revenues (net)
Cost of Sales (-)
Service Revenues (net)
Other Revenues from Main Operations / Interest+Dividend+Rent (net)
GROSS OPERATING REVENUES
'Operating Expenses (-)
NET OPERATING PROFIT
Income from Other Operations
Losses from Other Operations (-)
Financial Expenses (-)
OPERATING PROFIT
Net Monetary Gain / (Loss) (net)
MINORITY INTEREST
PROFIT BEFORE TAXATION
Taxes
NET PROFIT FOR THE YEAR

EARNINGS PER SHARE (YKr)

01.01.2006
31.12.2006

129 %
133 %

-
153 %
119 %
123 %

96 %
206 %
242 %
163 %
108 %

-
       -

108 %
24 %

134 %

134 %

01.01.2005
31.12.2005

100 %
100 %

-
100 %
100 %
100 %
100 %
100 %
100 %
100 %
100 %
100 %
       -

100 %
100 %
100 %

100 %
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BALANCE SHEET ITEMS

LIABILITIES

Short-Term Liabilities

   Bank Borrowings (net)
   Short-term Portion of Long-term Bank Borrowings (net)
   Finance Lease Obligations (net)
   Other Financial Liabilities (net)
   Accounts Payable (net)
   Due to Related Parties (net)
   Advances Received
   Billings on Construction Contracts in Progress (net)
   Provisions for Liabilities
   Deferred Tax Liabilities
   Other Liabilities (net)

Long -Term Liabilities

   Bank Borrowings (net)
   Finance Lease Obligations (net)
   Other Financial Liabilities (net)
   Accounts Payable (net)
   Due to Related Parties (net)
   Advances Received
   Provisions for Liabilities
   Deferred Tax Liabilities
   Other Liabilities (net)

MINORITY INTERESTS

SHAREHOLDERS' EQUITY

   Share Capital
   Adjustment to Share Capital
   Capital Reserves
   Profit Reserves
   Net Profit for the Year
   Accumulated Losses

'TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

31.12.2006

90 %

-
100 %
122 %
112 %
124 %
185 %

87 %
-

99 %
-

142 %

179 %

100 %
169 %

-
126 %

-
-

103 %
343 %

-

129 %

100 %
-

103 %
100 %
134 %

72 %

131 %

31.12.2005

100 %

100 %
-

100 %
100 %
100 %
100 %
100 %

-
100 %

-
100 %

100 %

-
100 %

-
100 %

-
-

100 %
100 %

-

100 %

100 %
-

100 %
100 %
100 %
100 %

100 %

> BALANCE SHEETS AND INCOME STATEMENTS ACCORDING TO TREND RATIOS (CMB)
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LIQUIDTY RATIOS

Current Ratio

Acid-Test Ratio

Cash Ratio

FINANCIAL STRUCTURE AND LEVERAGE RATIOS

Total Liabilities / Total Assets Ratio

Shareholders' Equity / Total Assets Ratio

Interest Payment Capacity

TURNOVER RATIOS (IN DAYS)

Average Collection Period of Receivables

Average Payment Period of Trade Payables

PROFITABILITY RATIOS

EBITDAR Margin

EBITDA Margin

EBIT Margin

Net Profit Margin

Return on Shareholders' Equity

2006

0,80

0,62

0,34

0,65

0,35

 3,00

24

30

16,25 %

10,56 %

2,21 %

4,59 %

11,54 %

2005

0,69

0,57

0,40

0,64

0,36

4,03

22

32

17,22 %

12,63 %

3,01 %

4,45 %

11,07 %
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To the Board of Directors of
Türk Hava Yollar› Anonim Ortakl›¤›

1. We have audited the accompanying consolidated financial statements of Türk Hava Yollar› Anonim Ortakl›¤›
(“the Company”), which comprise the consolidated balance sheet as at 31 December 2006, and the consolidated
statement of income, the consolidated statement of changes in shareholders' equity and the consolidated
statement of cash flows for the year then ended and a summary of significant accounting policies and other
explanatory notes. We conducted our audit in accordance with the standards issued by the Capital Markets
Board Standards.

Management's Responsibility for the Financial Statements

2.  The Company management is responsible for the preparation and fair presentation of these financial 
statements in accordance with the financial reporting standards issued by the Capital Markets Board 
(“CMB”). This responsibility includes: designing, implementing and maintaining internal control relevant 
to the preparation and fair presentation of the consolidated financial statements that are free from material
misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; and 
making accounting estimates that are reasonable in the circumstances.

Auditors' Responsibility

3. Our responsibility is to express an opinion on these consolidated financial statements based on our audit. 
We conducted our audit in accordance with the generally accepted auditing principles and standards issued
by the CMB. Those principles require that we comply with ethical requirements and plan and perform the 
audit to obtain reasonable assurance on whether the consolidated financial statements are free from 
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor's judgment, including 
the assessment of the risks of material misstatement of the consolidated financial statements, whether 
due to fraud or error. In making those risk assessments, the auditor considers internal control relevant 
to the entity's preparation and fair presentation of the consolidated financial statements in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity's internal control. An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of accounting estimates made by the Company 
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

CONVENIENCE TRANSLATION OF REPORT AND FINANCIAL STATEMENTS
ORIGINALY ISSUED IN TURKISH

INTERNATIONAL NETWORK OF PROFESSIONAL ACCOUNTANTS

Can Uluslararas› Ba¤›ms›z
Denetim ve S.M.M.M. A.fi.
a member of
INPACT INTERNATIONAL

DÜNYA T‹CARET MERKEZ‹ A2 KAT.16
34149 YEfi‹LKÖY, ‹STANBUL
TEL: +90 212 465 65 00 PBX
FAX: +90 212 465 65 15
www.inpact.com.tr
E-mail: inpact@inpact.com.tr
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Opinion

4. In our opinion, the accompanying consolidated financial statements present fairly, in all material respects,
the financial position of the Company as of 31 December 2006, and its financial performance and its cash 
flows for the year then ended in accordance with the financial reporting standards issued by the CMB.

Without qualifying our opinion, we would like to emphasize on the following matter:

The Company changed the accounting policy relating to the impairment provision for aircrafts according 
to the chapter named “Changes in Accounting Policies” of the CMB Communiqué Serial XI No:25. Due to 
the facts that inflation accounting is not required in the financial statements starting from 30 June 2006 
and therefore the effects of fictitious increases in aircraft values casued by inflation accounting has been 
lessened, the Company decided that it is no longer necessary to use net book values calculated according
to US Dollar acquisition costs in impairment loss calculations. The change in this accounting policy has 
resulted YTL 126.448.273 decrease in the previous years' losses, YTL 42.766.253 increase in the net profit 
for the period, YTL 211.518.157 increase in tangible assets and YTL 42.303.631 increase in deferred tax 
liabilities of the Company.

‹stanbul, 06 April 2007

Can Uluslararas› Ba¤›ms›z Denetim ve S.M.M.M. A.fi.
A Member Firm of INPACT International

‹smail USLU
Partner

Dünya Ticaret Merkezi A2 Kat:16
34149 Yeflilköy, ‹STANBUL
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SHEETS AS AT 31 DECEMBER 2006 AND 2005
(All amounts expressed in New Turkish Lira (YTL) unless otherwise stated.)

>

The accompanying notes form an integral part of these financial statements.

ASSETS

Current Assets
Cash and Cash Equivalents

Marketable Securities (net)

Accounts Receivable  (net)

Financial Lease Receivables  (net)

Due from Related Parties  (net)

Other Receivables  (net)

Biological Assets (net)

Inventories  (net)

Receivables from Construction Contracts in Progress (net)

Deferred Tax Assets

Other Current Assets

Non-Current Assets
Accounts Receivable (net)

Financial Lease Receivables  (net)

Due from Related Parties  (net)

Other Receivables  (net)

Financial Assets  (net)

Positive / Negative Goodwill (net)

Investment Property

Tangible Assets (net)

Intangible Assets (net)

Deferred Tax Assets

Other Non-current Assets

TOTAL ASSETS

Note

4

5

7

8

9

10

11

12

13

14

15

7

8

9

10

16

17

18

19

20

14

15

Audited
31 December 2006

857.257.447
365.057.959

-

273.400.852

-

21.318.613

8.571.133

-

135.643.567

-

-

53.265.323

3.741.767.286
-

-

14.812.000

1.971.731

29.327.501

-

-

3.503.076.666

7.508.620

158.971.576

26.099.192

4.599.024.733

Audited
31 December 2005

825.922.684
482.910.555

-

191.596.806

-

970.701

6.567.690

-

84.255.279

-

-

59.621.653

2.987.438.785
-

-

-

1.901.488

37.406.378

-

-

2.631.113.979

6.154.133

298.568.802

12.294.005

3.813.361.469
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>

The accompanying notes form an integral part of these financial statements.

LIABILITIES

Short Term Liabilities
Bank Borrowings  (net)

Short-term Portion of Long-term Bank Borrowings  (net)

Financial Lease Obligations (net)

Other Financial Liabilities  (net)

Accounts Payable  (net)

Due to Related Parties  (net)

Advances Received

Billings on Construction Contracts  in Progress  (net)

Provisions for Liabilities

Deferred Tax Liabilities

Other Liabilities (net)

Long Term Liabilities
Bank Borrowings (net)

Financial Lease Obligations  (net)

Other Financial Liabilities  (net)

Accounts Payable (net)

Due to Related Parties  (net)

Advances Received

Provisions for Liabilities

Deferred Tax Liabilities

Other Liabilities (net)

MINORITY INTERESTS

SHAREHOLDERS' EQUITY
Share Capital
Adjustment to Share Capital
Capital Reserves
- Share Premium

- Share Premium of Cancelled Shares

- Revaluation Surplus on Tangible Assets

- Revaluation Increments on Financial Assets

- Restatement Effect on Shareholders' Equity

Profit Reserves
- Legal Reserves

- Statutory Reserves

- Extraordinary Reserves

- Special Funds

- Associate Shares and Gain on Sale of Investment

   Property to be added to Capital

- Foreign Currency Translation Differences

Net Profit for the Year
Accumulated Losses
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

Note

6

6

8

10

7

9

21

13

23

14

15

6

8

10

7

9

21

23

14

15

24

25

25

26

27

28

Audited
31 December 2006

1.073.727.696
-

4.481.158

218.720.799

373.497

318.114.700

14.869.046

45.665.631

-

27.369.058

-

444.133.807

1.915.578.585
36.401.442

1.443.932.862

-

8.988.621

-

-

117.304.910

308.950.750

-

-

1.609.718.452
175.000.000

1.922.017.534
181.185

-

49.179.160

-

1.872.657.189

8.223.909
417.011

-

7.806.889

9

-

-

185.749.426
(681.272.417)
4.599.024.733

Audited
31 December 2005

1.198.903.059
362.903.225

-

179.092.821

332.636

255.994.916

8.022.859

52.397.414

-

27.543.644

-

312.615.544

1.366.116.817
-

856.730.859

-

7.124.267

-

-

113.641.242

388.620.449

-

-

1.248.341.593
175.000.000

1.872.838.374
181.185

-

-

-

1.872.657.189

8.223.909
417.011

-

7.806.889

9

-

-

138.227.837
(945.948.527)
3.813.361.469
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>

The accompanying notes form an integral part of these financial statements.

MAIN OPERATING REVENUES

Sales Revenues (net)

Cost of Sales  (-)

Service Revenues (net)

Other Revenues from Main Operations

    /Interest +Dividend+Rent (net)

GROSS OPERATING PROFIT

Operating Expenses (-)

NET OPERATING PROFIT

Income from Other Operations

Losses from Other Operations (-)

Financial Expenses (-)

OPERATING PROFIT

Net Monetary Gain / (Loss)

MINORITY INTEREST

PROFIT BEFORE TAXATION

Taxes

NET PROFIT FOR THE YEAR

EARNINGS PER SHARE (YKr)

Note

36

36

36

36

37

38

38

39

40

24

41

42

Audited
1 January-

31 December 2006

3.813.810.220

(3.247.648.431)

-

235.572.545

801.734.334

(712.312.403)

89.421.931

875.813.548

(671.072.706)

(98.102.328)

196.060.445

-

-

196.060.445

(10.311.019)

185.749.426

0,106

Audited
1 January-

 31 December 2005

2.956.104.996

(2.435.869.117)

-

150.966.612

671.202.491

(577.630.482)

93.572.009

425.430.333

(277.165.588)

(60.042.012)

181.794.742

-

-

181.794.742

(43.566.905)

138.227.837

0,079
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The accompanying notes form an integral part of these financial statements.

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before taxation

Adjustments to reconcile profit for the period to net cash provided by operating activities:

Depreciation

Provision for retirement pay liability

Interest income

(Profit) / loss on sale of fixed asset

Current period tax expense

Change in provision for diminution in value of fixed assets

Gain from financial investment accounted per equity method

Interest expense

Movement in manufacturers' credit

Foreign exchange loss on financial leases

Provision for diminution in value of financial assets

Amortization of deferred income from USAfi shares transfer

Increase / (decrease) in provision for doubtful receivables

Operating profit before working capital change

Increase in accounts receivable

Increase in due from related parties (short and long term)

Increase in other short and long term receivables

Increase in inventories

Decrease in other current assets

(Increase) / decrease in other non-current assets

Increase in accounts payable

Increase in due to related parties

Increase / (decrease) in advances received

Increase / (decrease) in provision for short term liabilities

Increase in other short and long term liabilities

Retirement benefits paid

Interest paid

Prepaid taxes

Cash generated from operations

CASH FLOWS FROM INVESTING ACTIVITIES

Cash inflow from sale of financial assets

Cash inflow from sale of tangible and intangible assets

Interest received

Acquisition of tangible assets

Change in advances given for aircrafts and other tangible assets

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Principal payment of financial leases

Increase in financial lease obligations

Increase / (decrease) in bank borrowings

Increase in other financial liabilities

Net cash provided by/(used in) financing activities

NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT THE BEGINNING OF PERIOD

CASH AND CASH EQUIVALENTS AT THE END OF PERIOD

31 Aral›k 2006

196.060.445

338.035.611

19.943.672

(25.766.202)

222.261

(1.952.018)

(125.125.537)

(5.390.621)

81.885.860

23.306.631

39.006.934

(6.721.164)

(5.016.608)

1.931.161

530.420.425

(83.735.207)

(35.159.912)

(2.073.686)

(51.388.288)

6.356.330

(13.805.187)

63.984.138

6.846.187

(6.731.783)

(174.586)

113.228.240

(16.280.004)

(70.692.613)

(5.222.340)

435.571.714

20.190.662

7.143.832

25.766.202

(1.076.135.508)

214.960.466

(808.074.346)

(189.706.809)

766.336.609

(322.020.625)

40.861

254.650.036

(117.852.596)

482.910.555

365.057.959

31 Aral›k 2005

181.794.742

298.741.196

20.751.280

(42.289.467)

(798.359)

-

(123.145.065)

(784.282)

57.821.640

1.099.992

2.229.427

5.924.343

(2.220.044)

(148.838)

398.976.565

(32.862.918)

(157.780)

(3.558.667)

(19.741.436)

38.520.614

373.510

63.791.413

1.514.638

17.944.731

2.320.667

48.192.878

(6.887.415)

(59.179.468)

(13.363.884)

435.883.448

89.634

59.000.980

42.289.467

(473.118.517)

(184.337.652)

(556.076.088)

(387.625.942)

262.137.037

362.903.225

51.392

237.465.712

117.273.072

365.637.483

482.910.555
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1 THE COMPANY'S ORGANIZATION AND OPERATIONS

Türk Hava Yollar› A.O. (“the Company” or “THY”) was incorporated in Turkey in 1933. The principal activity of the Company is 
domestic and international air transportation of passengers and cargo.

As of 31 December 2006, the shareholders and their respective shareholdings in the Company were as follows:

Republic of Turkey Prime Ministry Privatization Administration

Others 

Total

49,12 %

50,88 %

100,00 %

The total number of employees working for Türk Hava Yollar› A.O. and its subsidiary as of 31 December 2006 is 12.807 (31 December
2005: 11.121). The average number of employees working for the Group in 31 December 2006 and 2005 is 12.778 and 11.151, 
respectively. Financial assets of the Company are stated at Note 16.

The Company is registered in ‹stanbul, Turkey and its head office address is as follows:

Türk Hava Yollar› A.O. Genel Yönetim Binas›, Atatürk Havaliman›, 34149 Yeflilköy ‹STANBUL.

2 BASIS OF PRESENTATION OF FINANCIAL STATEMENTS

2.1 Accounting Standards Applied

The consolidated financial statements of the Company are prepared in accordance with the accounting and reporting principles 
published by the Capital Markets Board (“CMB”), namely “CMB Accounting Standards”. The CMB published a comprehensive set
of accounting principles in Communiqué Serial XI No: 25 “The Accounting Standards in the Capital Markets”. In the Communiqué,
it is stated that alternatively application of accounting standards promulgated by International Accounting Standards Board (“IASB”)
and International Accounting Standards Committee (“IASC”) is deemed as the application of accounting principles of CMB. The 
attached consolidated financial statements are prepared according to the CMB Communiqué Serial XI No: 25.

By the decision made on 17 March 2005, the CMB has announced that, effective from 1 January 2005, the application of inflation 
accounting is no longer required for companies operating in Turkey and preparing their financial statements in accordance with
CMB Accounting Standards. Accordingly, the Company did not apply International Accounting Standard (“IAS”) 29 (“Financial 
Reporting in Hyperinflationary Economies”) issued by the IASB in its consolidated financial statements for the accounting periods
starting 1 January 2005. These consolidated financial statements and the related notes have been presented in conformity with 
the alternative application stated above and in accordance with the formats required by the CMB with the announcement dated 
20 December 2004.

The Company and its Subsidiary and Associates registered in Turkey keep their books of account and prepare their statutory 
financial statements in accordance with the principles and obligations published by the CMB, Turkish Commercial Code (the 
“TCC”), tax legislation and the Uniform Chart of Accounts issued by the Ministry of Finance.

2.2 Preparation of Financial Statements in Hyperinflationary Periods

As stated on Note 2.1, the Company had ended inflation accounting application starting from 1 January 2005 according to the 
decision of CMB.

2.3 Basis of Consolidation

a) The consolidated financial statements include the accounts of the parent company, Türk Hava Yollar› A.O., its Subsidiary and 
its Associates on the basis set out in sections (b), (c) and (d) below. The financial statements of the companies included in the 
scope of consolidation have been prepared as of the date of the consolidated financial statements and have been prepared in 
accordance with CMB Accounting Standards applying uniform accounting policies and presentation. The results of Subsidiary and
Associates are included or excluded from their effective dates of acquisition or disposal respectively.

b) Subsidiary is the entity in which the Company has power to control the financial and operating policies for the benefit of the 
Company through the power to exercise more than 50% of the voting rights relating to shares in the companies owned directly 
and indirectly by itself, otherwise having the power to exercise control over the financial and operating policies for the benefit of
the Company.
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2 BASIS OF PRESENTATION OF FINANCIAL STATEMENTS (cont'd)

2.3 Basis of Consolidation (cont'd)

The table below sets out the consolidated Subsidiary and participation rate of the Company in this subsidiary at 31 December 2006:

Name of
the Company

THY Teknik A.fi.

Principal
Activity

Technical
Maintenance

Direct
Participation

100 %

Indirect
Participation

-

Country of
Registration

Turkey

The balance sheet and statement of income of the subsidiary were consolidated on the basis of full consolidation.  The carrying 
value of the investment held by the Company and its Subsidiary were eliminated against the related shareholders' equity. 
Intercompany transactions and balances between the Company and its Subsidiary were eliminated during consolidation process.

c) The Company have two associates. The participation rate of the Company is 50%, and the associates are not controlled by the 
Company. The entities are valued by equity method.

The table below sets out consolidated associates and indicates the proportion of ownership interest of the Company in these 
associates at 31 December 2006:

Name of the Company

Günefl Ekspres Havac›l›k A.fi.
THY DO&CO ‹kram Hizmetleri A.fi.

Principal Activity

Air Transportation
Catering Services

Direct
Participation

50 %
50 %

Indirect
Participation

-
-

Country of
Registration

Turkey
Turkey

In equity method, the associate is presented on the balance sheet at net asset value and the portion of the Company from its 
operations is added to the income statement.

d) Other investments in which the Company has direct or indirect participation below %20 or in case of participation over %20, 
has no significant influence or which are immaterial for purposes of consolidated financial statements are classified as available
for sale. Available for sale investments that do not have a quoted market price in active markets and whose fair value cannot be 
measured reliably are carried at cost less any provision for diminution in value. Available for sale investments that have a quoted
market price in active markets and whose fair values can be measured reliably are carried at fair value (Note 16).

2.4 Comparative Information and Corrections on Previous Periods' Financial Statements

Current period consolidated financial statements are prepared comparatively with the prior period's financial statements. 
Comparative figures are reclassified, where necessary, to conform to changes in presentation in the current period so that the 
reclassification will result in a more appropriate presentation of events and transactions.

As of 31 December 2006, an examination is made of whether the restated indexed YTL net book values of aircrafts exceeded their
recoverable amounts. Differences arising from this comparison are recognized as impairment loss. In the prior accounting policy
application, the Company firstly used to decrease the restated YTL net book values of its aircrafts to the YTL net book values based
on US Dollar acquisition costs. Then, the Company used to control whether the net book values based on US Dollar acquisition 
costs exceeded the recoverable amounts of aircrafts. If net book values based on US Dollar acquisition costs had exceeded 
recoverable amounts of aircrafts, the Company used to recognize these differences as impairment in the financial statements. 
Due to the fact that inflation accounting has no longer been required in the preparation of financial statements and thus the effects
of fictitious increases in aircraft values casued by inflation accounting has been lessened, starting from 30 June 2006 the Company
has decided that use of net book values calculated according to US Dollar acquisition costs is not necessary as an additional 
criterion in the calculation of impairment loss. This accounting policy change has resulted YTL 211.518.157 increase in tangible 
assets, YTL 42.303.631 increase in deferred tax liabilities, YTL 126.448.273 decrease in accumulated losses and YTL 42.766.253 
increase in the net profit for the period of the Company. Eliminating the effect of the current period reduction in the corporate 
tax rate, the increase in the net profit for the period would be YTL 21.614.437.

2.5 Offsetting

Financial assets and liabilities are offset and the net amount reported in the balance sheet when there is a legally enforceable 
right to set off  the recognized amounts and there is an intention to settle on a net basis, or realize the asset and settle the liability
simultaneously.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies followed in the preparation of the accompanying financial statements are as follows:

3.1 Revenue Recognition and Commission Expenses

Passenger fares and cargo revenues are recorded as operating revenue when the transportation service is provided. Tickets sold
but not yet used are recorded as passenger flight liabilities.

The Company develops estimations using historical statistics and data for unredeemed tickets. Total estimated unredeemed 
tickets were recognized as operating revenue.

Agency commissions to relating to the passenger revenue are recognized as expense when the transportation service is provided.

3.2 Inventories

Inventories are valued at the lower of cost or net realizable value by using the moving weighted average cost method.

3.3 Tangible Assets

Tangible assets are measured at net book value calculated by deduction of accumulated depreciation from cost values, cost 
values being restated until 31 December 2004 in accordance with inflation accounting. Depreciation is calculated over the useful
lives for tangible assets on a straight-line basis.

The useful lives and residual values used for tangible assets are as follows:  

Buildings

Aircraft

Engines

Components

Repairables

Simulators

Machinery and Equipments

Furniture and Fixtures

Motor Vehicles

Other Equipments

The Company has its lands appraised by real estate appraisal companies certificated by CMB. The differences between book values
and appraised values are directly recorded into the revalution surplus under the shareholders' equity accounts.

3.4 Intangible Assets

Intangible assets include leasehold improvements, rights, information systems and software. Intangible assets are reflected at 
cost as of 31 December 2006, leasehold improvements are depreciated over their lease periods and other intangible assets are 
depreciated over their useful life of 5 years, on a straight-line basis.

3.5 Impairment on Assets

The carrying amounts of the Company's assets are reviewed at each reporting date to determine whether there is any indication
of impairment. If any such indication exists then the assets' recoverable amounts are estimated. An impairment loss is recognised
if the carrying amount of an asset or its cash-generating unit exceeds its recoverable amount. The recoverable amount of an asset
or cash-generating unit is the greater of its value in use and its fair value less costs to sell. Value in use is the present value of 
estimated future cash flows resulting from continuing use of an asset and from disposal at the end of its useful life. Impairment
losses are accounted at the consolidated income statement.

Residual Value

-

30 %

30 %

-

-

-

-

-

-

-

Useful Life (Years)

25-50

15

15

4-10

2-3

10-15

3-15

3-15

4-7

4-15
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLIC (cont'd)

3.5 Impairment on Assets (cont'd)

An impairment loss recognized in prior periods for an asset is reversed if the subsequent increase in the asset's recoverable 
amount is caused by a specific event since the last impairment loss was recognized. Such a reversal amount is recognised as 
income in the consolidated financial statements and cannot exceed the previously recognized impairment loss and shall not exceed
the carrying amount that would have been determined, net of amortisation or depreciation, had no impairment loss been recognized
for the asset in prior years.

As of 31 December 2006, an examination is made of whether net book values of aircrafts, spare engines and simulators exceed 
their recoverable amounts. Recoverable amount is determined as, higher of the present value of cash flows expected from the 
usage of an asset and its net selling price. Net selling price for the aircrafts is determined according to second hand prices in 
international price guides. Net selling price for spare engines and simulators is net book values based on US Dollar acquisition 
costs. In the accompanying financial statements, the change in the differences between net book values of these assets and 
recoverable amounts are recognized as provision income/losses under income/losses from other operations account.

3.6 Borrowing Costs

Bank loans are recognized initially at cost, less attributable transaction costs. Subsequent to initial recognition, borrowings are 
stated at amortised costs with any difference between cost and redemption value being recognized in the income statement over
the period of the borrowings on an effective interest basis. Finance expenses resulted from bank loans are recorded to income 
statement in the period in which they are incurred.

3.7 Manufacturers' Credits

Manufacturers' credits are received against acquisition or lease of aircraft and engines. The Company records these credits as 
a reduction to the cost of the owned and amortizes them over the related asset's remaining economic life. Manufacturers' credits
related to operational leases are recorded as deferred revenue and amortized over the lease term.

3.8 Financial Instruments and Financial Risk Management

a) Classification and Accounting

The Company classifies and accounts for financial instruments as follows:

Securities Held for Trading:

Securities held for trading are those acquired principally for the purpose of generating profit from short-term fluctuations in their
prices. Subsequent to initial recognition, held for trading securities are valued at their fair value if measured reliably. Gains or 
losses on these securities are recognized in net profit or loss for the period in which they arise.

Investments Held to Maturity:

Investments held-to-maturity are securities with fixed or determinable payments and fixed maturity that the Company has the 
positive intent and ability to hold to maturity.

Investments Available for Sale:

Investments available-for-sale are those investments that the ownership rate is less than or equivalent to 20% and are not held 
for trading. Subsequent to acquisition, available for sale investments which are traded at stock markets are valued at market rate
on balance sheet date. Those whose market value cannot be measured reliably are valued at cost. Gains or losses on available 
for sale investments are recognized in net profit or loss for the period in which they arise.

Investments At Equity:

Investments that the ownership rate is 50% and the Company is not in a position to exercise sole control are carried at equity.

 b) Measurement

Fair value is the amount for which an asset could be exchanged or a liability settled, between knowledgeable willing parties in 
an arm's-length transaction. Market value is the amount obtainable from the sale or payable on the acquisition, of a financial 
instrument in an active market, if one exists.

The estimated fair values of financial instruments have been determined by the Company using available market information and
appropriate valuation methodologies. However, judgment is necessarily required to interpret market data to develop the estimated
fair value. Accordingly, the estimates presented here in may not necessarily be indicative of the amounts the Company could 
realize in a current market exchange.

Balances with banks, receivables, contingent liabilities such as letters of guarantee and letters of credit are important financial 
instruments which would have negative effects on the financial situation of the Company if the other party failed to comply with 
the terms and conditions of the agreement.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

3.8 Financial Instruments and Financial Risk Management (cont'd)

The fair values of certain financial assets carried at cost are considered to be representative of carrying values due to their short-
term nature.

The Company's principal financial assets are cash and cash equivalents, accounts and other receivable, due from related parties
and available for sale financial assets.

Book values of trade receivables and due from related parties along with the related allowances for uncollectibility are estimated
to be their fair value except for discount of these receivables to their present value when they hold significant credit periods.

Günefl Ekspres Havac›l›k A.fi. (“Sun Express”) and THY DO&CO ‹kram Hizmetleri A.fi. (“THY DO&CO”) are accounted for using the
equity method as the Company exercises a significant influence. Uçak Servisi A.fi. (“USAfi”) is classified as available for sale 
investments and changes in their fair values are recognized in net profit or loss.

Financial assets, other than Sun Express, THY DO&CO and USAfi are stated at their cost since their fair values can not be measured
reliably.

Financial liabilities are classified according to the substance of the contractual arrangements. Significant financial liabilities 
include bank loans, financial lease obligations and accounts payable. Those denominated in foreign currencies are translated into
New Turkish Lira at the rates of change ruling at the balance sheet date.

Book values of accounts payable and due to related parties are estimated to reach their fair value, except discounting of these 
liabilities.

Financial expenses are accounted for on an accrual basis. Accounts and other payables and due to related parties are recorded 
at their nominal value, which approximates their fair value.

Credit Risk

The Company's credit risk is primarily attributable to its trade receivables. The amounts disclosed in the balance sheet are net 
of allowances for doubtful receivables, estimated by the Company's management based on prior experience and the current 
economic environment. The Company has no significant concentration of credit risk, with exposure spread over a large number 
of counter parties and customers. 

Price Risk

> Currency Risk

The Company is exposed to exchange rate fluctuations between foreign currencies and New Turkish Lira due to the nature of its
business. The major part of the Company's ticket income is in Euro, US Dollar and New Turkish Lira and the major part of its 
expenses is in US Dollar and New Turkish Lira.

> Interest Risk

Some of the interest rates related to leasing transactions are based on LIBOR. Therefore the Company is exposed to interest rate
fluctuations on international markets. The Company does not have hedging transactions to limit currency and interest rate risks.

> Market Risk

The Company invests in treasury bills under short term reverse repurchase agreements or deposits to banks on a daily basis. 
Fair values of this kind of investments fluctuate depending on market conditions.

> Liquidity Risk

In general, tickets are sold in advance and transportation is provided later. Therefore, the Company takes advantage of collecting
revenue in advance and incurring transportation cost later. The Company also benefits from the difference between the collection
and the payment periods.

3.9 Foreign Currency Transactions

Transactions in foreign currencies are translated into New Turkish Lira at the rates of exchange ruling at the transaction dates. 
Monetary assets and liabilities denominated in foreign currencies are translated at the exchange rate ruling at the balance sheet
date. Gains and losses arising on settlement and translation of foreign currency items are included in the statements of income.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

3.9 Foreign Currency Transactions (cont'd)

The closing and average YTL to US Dollar exchange rates for the periods are as follows:

31 December 2006
31 December 2005

Closing Rate

1,4056
1,3418

Average Rate

1,4297
1,3405

3.10 Earnings Per Share

Earnings per share is calculated by dividing net profit by weighted average number of shares outstanding in the relevant period.

In Turkey, companies are allowed to increase their capital by distributing free shares to share holders from accumulated profits.
In calculation of earnings per share, such free shares are considered as issued shares. Therefore, weighted average number of 
shares in the calculation of earnings per share is found by applying distribution of free shares retrospectively.

3.11 Events Subsequent to the Balance Sheet Date

The Company discloses the events subsequent to the balance sheet date in the relevant period.

3.12 Provisions, Contingent Liabilities and Contingent Assets

Provisions are recognized when there exists a legal liability as a result of the Company's transactions in the past and it is necessary
to settle the liability for flow of resources out of the Company and the amount of outflow can be reliably measurable.

Liabilities and assets resulting from past events and existence of which can be approved by occurrence or non-occurrence of one
or more events that are not in full control of the entity are not recognized in the financial statements and considered as contingent
assets and liabilities.

3.13 Leases

The Company leases aircraft, engines, simulators, computer equipments and vehicles by financial leases or operational leases. 
Financial leases are reflected in the Company's balance sheet by recording leased assets and lease liabilities equal to the present
value of lease payments. The finance leased assets are depreciated over their useful lives. Operating leases are accounted for 
as operating expense when incurred.

3.14 Related Parties

The associates, shareholders, top managers and Board Members of the Company, in each case together with their families and 
companies controlled by or affiliated with them, are considered and referred to as related parties in the accompanying financial 
statements. Transactions with related parties for ordinary operations have taken place at prices compliant with market conditions.

3.15 Deferred Income Taxes

Deferred income tax is provided in full, using the liability method, on all temporary differences arising between the tax bases of 
assets and liabilities and their carrying values in the consolidated financial statements. Currently enacted tax rates are used to 
determine deferred income tax at the balance sheet date.

The principal temporary differences arise from the differences between book values of property, plant and equipment and tax 
bases, income and expense not included in current tax base, provision for employment termination benefits and unused tax 
allowances and exemptions.

Deferred tax liabilities are recognized for all taxable temporary differences, where deferred tax assets resulting from deductible
temporary differences are recognised to the extent that it is probable that future taxable profit will be available against which the
deductible temporary difference can be utilised.

In case there is a legal enforceable right to set off current tax assets against current tax liabilities, deferred tax assets and deferred
tax liabilities are offset accordingly.

3.16 Employment Termination Benefits

In accordance with applicable law, the Company is obliged to make lump-sum payments to retiring employees or to employees 
whose employment is terminated without resignation or causes defined in labor law. The reserve has been calculated by estimating
the present value of future probable obligation of the Company arising from the retirement of the employees. The calculation was
based upon the retirement pay ceiling announced by the government.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

3.17 Use of Estimates

The preparation of financial statements in conformity with Accounting Standards promulgated by CMB requires management to
make estimates and assumptions that affect reported amounts of assets and liabilities and disclosure of contingent assets and 
liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the period. Actual 
results could differ from those estimations.

3.18 Maintenance and Repair Costs

Regular maintenance and repair costs for owned and leased assets are charged to operating expense as incurred. Heavy 
maintenance checks for owned and finance leased aircraft are expensed as incurred and delivery maintenance checks of operational
leased aircraft are accrued on a periodical basis.

3.19 Frequent Flyer Program

The Company provides a frequent flyer program named “Miles and Smiles” in the form of free travel award to its members on 
accumulated mileage. The estimated cost of providing free travel, using the incremental cost method as adjusted for estimated 
redemption rates, is recognized as a liability.

The Company also sells mileage credits to participating partners in “Shop and Miles” program. A portion of such revenue is 
deferred and amortized as transportation is provided.

4 CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprised the following:

Cash
Cheques received
Banks
Other liquid assets

31 December 2006

503.956
309.601

354.192.254
10.052.148

365.057.959

31 Aral›k 2005

195.489
138.532

477.065.690
5.510.844

482.910.555

Foreign currency bank balances are YTL 317.154.164 at 31 December 2006 (31 December 2005: YTL 295.610.051).

Time Deposits:

Amount

33.582.312
112.392.082

7.443.256

Currency

YTL
Euro

ABD Dolar›

Opening Date

04.12.2006-29.12.2006
11.12.2006-29.12.2006

29.12.2006

Maturity

04.01.2007
04.01.2007-12.01.2007

04.01.2007

31 December 2006

33.582.312
208.093.940

10.462.241
252.138.493

Amount

170.390.000
31.653.000

149.163.000

Currency

YTL
Euro

ABD Dolar›

Opening Date

22.07.2005 - 30.12.2005
30.12.2005

27.12.2005 - 30.12.2005

Maturity

02.01.2006 - 30.01.2006
02.01.2006

02.01.2006 - 30.01.2006

31 December 2005

170.390.000
50.249.138

200.146.913
420.786.051

5 MARKETABLE SECURITIES (NET)

None (31 December 2005: None).
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6 BANK BORROWINGS (NET)

Short-term portion of long-term bank borrowing is as follows at 31 December 2006:

Bank Name Maturity Original Amount Interest Accruals YTL
Akbank 15.08.2009 2.959.707 US Dollar            228.368 US Dollar              4.481.158

Long-term bank borrowing is as follows at 31 December 2006:

Bank Name Maturity Original Amount Interest Accruals YTL
Akbank 15.08.2009 25.897.440 US Dollar                                 -          36.401.442

Bank Borrowings comprised the following short-term bank credit at 31 December 2005:

Bank Name Maturity Original Amount Interest Accruals YTL
T.‹fl Bankas› / 31.03.2006 270.000.000 US Dollar          459.998 US Dollar          362.903.225

Citibank NA London

7 ACCOUNTS RECEIVABLE AND PAYABLE (NET)

Short-term accounts receivable comprised the following:

Trade receivables
Discount on receivables (-)
Provision for doubtful receivables

31 December 2006

295.210.410
(3.361.677)

(18.447.881)
273.400.852

31 December 2005

210.448.412
(2.334.886)

(16.516.720)
191.596.806

Short-term accounts payable comprised the following:

Trade payables
Discount on payables (-)
Deposits and guarantees received
Other

31 December 2006

318.507.546
(4.941.179)

4.349.529
198.804

318.114.700

31 December 2005

254.984.188
(2.705.808)

3.715.141
1.395

255.994.916

Deposits and guarantees received

Al›nan depozito ve teminatlar

31 December 2006

8.988.621

31 December 2005

7.124.267



PAGE

093TÜRK HAVA YOLLARI ANON‹M ORTAKLI⁄I NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS AS AT 31 DECEMBER 2006
(All amounts expressed in new Turkish Lira (YTL) unless otherwise stated.)

>

8 FINANCIAL LEASE RECEIVABLES AND OBLIGATIONS (NET)

Financial lease obligations are as follows:

As of 31 December 2006, the US Dollar and Euro denominated lease obligations' interest rates for the fixed rate obligations are 
between 4,075% and 5,59%; and for the floating rate obligations are on a margin ranging between EURIBOR minus 0,01% and 
LIBOR minus %0,057 and LIBOR plus %3,0.

The future lease rental payments under operating leases are as follows:

Not later than one year
Between 1 - 4 years
Over 4 years

Less: Future interest expense
Principal value of future rentals shown

in the balance sheets
Represented by :
Current liabilities
Long term liabilities

Interest range:
Floating rate obligations
Fixed rate obligations

31 December 2006

293.245.257
824.972.080
930.144.100

2.048.361.437
(385.707.776)

1.662.653.661

218.720.799
1.443.932.862
1.662.653.661

1.530.403.463
132.250.198

1.662.653.661

31 December 2005

221.054.754
540.757.739
458.520.976

1.220.333.469
(184.509.789)

1.035.823.680

179.092.821
856.730.859

1.035.823.680

982.205.221
53.618.459

1.035.823.680

 Not later than one year
 Between 1-4 years
 Over 4 years

31 December 2006

170.991.574
357.227.317
611.303.660

1.139.522.551

31 December 2005

118.983.335
176.568.422
124.747.806
420.299.563

9 DUE TO AND FROM RELATED PARTIES (NET)

Due from related parties (short-term) comprised the following:

THY DO&CO ‹kram Hizmetleri A.fi.
Sun Express

31 December 2006

19.833.398
1.485.215

21.318.613

31 December 2005

-
970.701
970.701

Due from related parties (long-term) comprised the following:

THY DO&CO ‹kram Hizmetleri A.fi.

31 December 2006

14.812.000
14.812.000

31 December 2005

-
-



Services rendered to Sun Express
Services rendered to USAfi

31 December 2006

11.667.348
98.159.997

109.827.345

31 December 2005

866.914
79.320.622
80.187.536
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9 DUE TO AND FROM RELATED PARTIES (NET) (cont'd)

Due from THY DO&CO ‹kram Hizmetleri A.fi. comprised of short and long term credit receivables at amounts of Euro 10.700.000,
Euro 8.000.000 respectively, in total Euro 18.700.000.

Due to related parties (short-term) comprised the following:

Sun Express
Uçak Servisi A.fi. (USAfi)

31 December 2006

3.372.538
11.496.508
14.869.046

31 December 2005

459.029
7.563.830
8.022.859

Transactions with related parties in the periods ended as of 31 December are as follows:

Services rendered to Sun Express
Services rendered to USAfi

31 December 2006

4.926.339
461.158

5.387.497

31 December 2005

3.655.346
372.382

4.027.728

Dividends received from related parties:

Sun Express
Uçak Servisi A.fi. (USAfi)
France Telecom
Emek ‹nflaat ve ‹flletme A.fi.

31 December 2006

14.350.920
409.135
342.789

103
15.102.947

31 December 2005

7.080.216
1.113.723

157.326
69

8.351.334

10 OTHER RECEIVABLES AND LIABILITIES (NET)

Other short-term receivables comprised the following:

Due from insurance firms
Foreign receivables from technical suppliers
Business advances
Receivables relating to RJ aircrafts modifications
Personnel salary advances
Due from personnel
Receivable from SITA deposit certificate
Other receivables

31 December 2006

3.688.278
2.194.204

771.160
-

556.804
312.489
188.675
859.523

8.571.133

31 December 2005

3.192.141
1.557.088

95.989
560.516
375.337
278.853
155.882
351.884

6.567.690
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Other long-term receivables comprised the following:

Other short-term financial liabilities comprised the following:

(*)Debt to banks consists of overnight interest-free borrowings obtained for settlement of monthly tax and social security premium
payments.

11 BIOLOGICAL ASSETS (NET)

None (31 December 2005: None).

12 INVENTORIES (NET)

Due from personnel
Receivable from SITA deposit certificates
Other receivables

31 December 2006

986.372
985.359

-
1.971.731

31 December 2005

1.006.711
804.107

90.670
1.901.488

Debt to banks (*)

31 December 2006

373.497

31 December 2005

332.636

13 RECEIVABLES FROM CONSTRUCTION CONTRACTS IN PROGRESS AND BILLINGS ON THE CONTRACTS (NET)

None (31 December 2005: None).

14 DEFERRED TAX ASSETS AND LIABILITIES

The Company recognizes deferred tax assets and liabilities based upon temporary differences arising between its financial 
statements prepared in accordance with CMB Accounting Standards and its statutory financial statements. Tax rates used for the
calculation of deferred tax assets and liabilities calculated for temporary differences expected to be realized in future under the
liability method are disclosed in Note 41.

Spare parts, flight equipments
Other inventories

31 December 2006

119.132.823
16.510.744

135.643.567

31 December 2005

69.659.366
14.595.913
84.255.279

10 OTHER RECEIVABLES AND LIABILITIES (NET) (cont'd)
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Long term lease obligations
Short term lease obligations
Retirement pay liability
Expense accruals
Unused investment incentives
Discount on receivables
Allowance for doubtful receivables
Income and expenses relating to future periods
Other
Allowance for unrecoverable bank accounts
Restatements on inventory
Deferred income
Manufacturers' credit
Unused tax losses
Diminution/(appreciation) in value of investments
Discount on payables
Provision for advance ticket sales
Fixed assets

31 December 2006

100.292.302
25.180.043
23.460.981

6.698.855
-

672.335
494.424
220.206
393.885

-
-
-
-
-

1.558.545
(988.236)

(18.437.485)
(289.525.029)
(149.979.174)

31 December 2005

185.266.465
36.369.506
34.092.373
17.283.762
20.048.657

772.994
230.607
456.107

-
246

520.391
1.504.979
1.392.681

630.034
(666.579)
(811.742)

(21.609.699)
(365.532.429)

(90.051.647)

Deferred tax assets
Deferred tax liabilities
Deferred tax assets / (liabilities), net

31 December 2006

158.971.576
(308.950.750)

(149.979.174)

31 December 2005

298.568.802
(388.620.449)

(90.051.647)

Movement in deferred tax liability is as follows:

Net deferred tax charge related to 
temporary differences

Net change in deferred tax

31 December 2006

3.136.660
3.136.660

31 December 2005

43.566.905
43.566.905

Movement in deferred tax liability is as follows at 31 December 2006:

31 December 2005 opening value of deferred tax
As a result of accounting policy change, the effect on previous years

deferred taxes
Total deferred tax liability
Current period deferred tax expense
Deferred taxes netted off from revaluation surplus
Current period deferred tax liability, net

31 December 2006

90.051.647

54.192.117
144.243.764

3.136.660
2.598.750

149.979.174

14 DEFERRED TAX ASSETS AND LIABILITIES (cont'd)
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15 OTHER CURRENT/NON-CURRENT ASSETS

Other current assets comprised the following:

Other non-current assets comprised the following:

Other short-term liabilities comprised the following:

Flight liability resulting from ticket sales
Flight liability resulting from mileage sales
Frequent flyer program liability
Gross manufacturers' credits
Accumulated amortization on manufacturers'

credits(-)
Accruals for sales incentive premiums
Taxes and funds payable
Social security premiums payable
Accruals for maintenance costs
Expense accruals for insurance premiums
Other liabilities
Debt to personnel
Deferred income from USAfi shares transfer
Accruals for other expenses

31 December 2006

218.668.355
60.789.528
42.285.285
28.394.376
(1.596.533)
19.226.521
25.593.540
16.898.094
13.271.328
10.613.244

2.704.621
375.941

-
6.909.507

444.133.807

31 December 2005

154.979.724
51.770.242
30.577.262
19.690.997

(16.199.785)
6.684.627

16.204.908
14.840.062
12.585.613
10.468.387

1.373.121
276.417

5.016.608
4.347.361

312.615.544

Prepaid sales commissions
Prepaid operating lease expenses
Interline passenger income accruals
Maintenance service income accruals
Tax to be refunded
Prepaid taxes and funds
VAT deductible
Prepaid Eximbank USA guarantee and exposure fee
Prepaid rent expenses
Deferred insurance expenses
Prepaid aircraft financing expense
Receivables from tax office
Prepaid financial expense of bank borrowing
Other prepaid expenses
Income accruals

31 December 2006

14.173.900
11.356.882

3.886.502
5.792.001
7.025.462
5.222.340

27.545
1.092.408

666.760
283.404
423.583

13.157
21.690

1.922.986
1.356.703

53.265.323

31 December 2005

11.149.101
5.314.180
3.843.430

10.127.094
2.965.389

13.363.884
437.170

1.092.408
574.125

6.787.420
487.846

13.194
740.124

2.726.288
-

59.621.653

Maintenance reserve for engines
Prepaid Eximbank USA guarantee and exposure fee
Advances given for operating leases
Income accruals
Prepaid operating lease expenses
Deposits given
Prepaid aircraft financing expense

31 December 2006

5.707.606
4.796.966
4.414.740
3.747.430
3.670.910
2.037.873
1.723.667

26.099.192

31 December 2005

-
5.889.372
2.637.672

-
374.744

1.325.066
2.067.151

12.294.005
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16 FINANCIAL ASSETS (NET)

The associates accounted for using the equity method are as follows:

Uçak Servisi A.fi. (USAfi)
Appreciation/(diminution) in value of USAfi shares
Sita Inc.
Emek ‹nflaat ve ‹flletme A.fi.
France Telecom shares
Diminution in value of France Telecom shares
Other financial assets

31 December 2006

8.110.722
(3.370.602)

1.679.619
26.859

-
-
-

6.446.598
29.327.501

31 December 2005

8.085.622
3.367.104
1.679.619

26.859
20.214.336

(13.458.870)
1.426

19.916.096
37.406.378

Tender for the catering service was won by Uçak Servisi A.fi. (USAfi) and service agreement was signed on 1 January 2002. Based
on share transfer agreement made between USAfi's main shareholder Gate Gourmet Holding A.G. (GGH) and the Company, USAfi
will transfer its group B free shares corresponding to 15% of its total share capital to the Company. According to the agreement,
ownership of first 10% of shares was transferred on 21 June 2002, 1,25% of shares was transferred on 2 January 2003, 1,25% of 
shares was transferred on 2 January 2004, 1,25% of shares was transferred on 3 January 2005 and 1,25% of shares was transferred
on 2 January 2006 and the transfer was completed to 15%. Consequently, 1.567.500.000 shares corresponding to 15% of USAfi's 
share capital, transferred to the Company, were recorded to “financial assets” and “deferred income” accounts at market value 
of YTL 22.599.856. “Deferred income” amount is amortized to income during 5 years catering service agreement on a straight-
line basis. The Company has sold 342 million USAfi shares in 2003, 1.026 million shares in 2005 and 1.026 million shares in 2006
at ‹stanbul Stock Exchange.

USAfi gave 1.852.500.000 free shares to the Company based on the decision taken in Non-general Assembly held on 8 December
2004 related to the share capital increase originated from the inflation adjustment difference arising from capital restatement.

Sun Express's total assets and equity are YTL 85.513.379 and YTL 15.363.747 respectively at 31 December 2006. (31 December 
2005: YTL 69.014.975 and YTL 34.980.564).

THY DO&CO ‹kram Hizmetleri A.fi. was established with YTL 60.000.000 capital on 27 September 2006. THY DO&CO ‹kram Hizmetleri
A.fi.'s total assets and equity are YTL 107.915.720 and YTL 30.398.058 respectively at 31 December 2006.

Details of the Company's financial assets at 31 December 2006 are as follows:

Name of the Company

Günefl Ekspres Havac›l›k A.fi.
(Sun Express)

THY DO&CO ‹kram Hizmetleri A.fi.
Uçak Servisi A.fi.(USAfi)
Emek ‹nflaat ve ‹flletme A.fi.
Sita Inc.

Place of Incorporation
and Operation

Turkey
Turkey
Turkey
Turkey
Holland

Ownership
Rate

50%
50%
3%
0,3%
Less than 0,1%

Voting
Power Rate

50%
50%
3%
0,3%
Less than 0,1%

Principal
Activity

Air transportation
Catering services
Catering
Construction
Information &
Telecommunication

17 POSITIVE / NEGATIVE GOODWILL (NET) - None (31 December 2005: None).

18 INVESTMENT PROPERTY (NET) - None (31 December 2005: None).

19 TANGIBLE ASSETS (NET)

Tangible assets  (net)
Advances given for aircraft purchases
Advances given for other tangible assets

31 December 2006

3.138.028.969
358.335.473

6.712.224
3.503.076.666

31 December 2005

2.051.105.815
570.531.933

9.476.231
2.631.113.979

Günefl Ekspres Havac›l›k A.fi. (Sun Express)
THY DO&CO ‹kram Hizmetleri A.fi.

31 December 2006

7.681.874
15.199.029
22.880.903

31 December 2005

17.490.282
-

17.490.282

Financial assets available for sale are as follows:
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20 INTANGIBLE ASSETS (NET)

Rights

      61.631.745
       4.026.898

(6.320)
      65.652.323

      56.095.307
       2.873.781

(2.256)
      58.966.832

       6.685.491
       5.536.438

Leasehold Improvements

19.233.061
615.908

-
19.848.969

18.615.366
410.474

-
19.025.840

823.129
617.695

Total

    80.864.806
     4.642.806
          (6.320)

    85.501.292

    74.710.673
     3.284.255
          (2.256)

    77.992.672

     7.508.620
     6.154.133

Cost
Opening balance 1 January 2006
Additions
Disposals
Closing balance 31 December 2006

Accumulated Depreciation
Opening balance 1 January 2006
Amortization charge for the period
Disposals
Closing balance 31 December 2006
Accumulated impairment
31 December 2006 net book value
31 December 2005 net book value

21 ADVANCES RECEIVED

Short-term advances received comprised the following:

MCO advances
Charter advances
Advances received for operating and financial leases
Advances received for mileage credit sales
E-pos ticket advances
Other advances received

31 December 2006

18.976.134
2.087.449
4.669.162

18.396.195
701.462
835.229

45.665.631

31 December 2005

15.962.740
3.413.900
1.151.059

21.649.478
9.675.611

544.626
52.397.414

22 RETIREMENT PLANS

The Company does not have any obligations regarding the retirement plans. (31 December 2005: None).

23 PROVISIONS FOR LIABILITIES

Provisions for short-term liabilities comprised the following:

Accrued salaries
Provisions for legal claims
Other provisions

31 December 2006

21.773.788
5.544.394

50.876
27.369.058

31 December 2005

17.993.508
9.202.870

347.266
27.543.644

Provisions for long-term liabilities comprised the following:

Provision for retirement pay liability

31 December 2006

117.304.910

31 December 2005

113.641.242
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23 PROVISIONS FOR LIABILITIES (cont'd)

Provision for retirement pay liability is recognized as explained below:

Under labor laws effective in Turkey, employees who worked for at least one year are entitled to receive a lump sum payment 
when their employment is terminated without due cause or when they retire, completing 25 years of service (20 years for women),
are called up for military service or die. The amount payable consists of one month's gross salary per year of service. The gross 
salary is the salary at the date of termination, but subject to an upper limit of YTL 1.857 as at 31 December 2006 (31 December 
2005: YTL 1.727). The number of service years required before retirement is rising according to a sliding scale (60 for men, 58 
for women) based on new legislation enacted in 1999. Provision for retirement pay liability is not subject to any kind of funding 
and no funding is required. The total provision recognized in the financial statements represents the estimated present value of 
the vested benefit obligation.

Amounts recognized in the income statement as provision for retirement pay liability are as follows:

Movements in the provision for retirement pay liability in the balance sheet are as follows:

The estimated value of the vested benefit obligation is discounted with an approximate rate of 5,71% (31 December 2005: 5,61 %)
per annum considering the effect of increase in eligible pay and its limit.

24 MINORITY INTERESTS

None (31 December 2005: None).

25 SHARE CAPITAL/ ADJUSTMENT TO SHARE CAPITAL

The ownership of the Company's share capital is as follows:

Current service cost
Interest cost

31 December 2006

13.449.887
6.493.785

19.943.672

31 December 2005

15.156.287
5.594.993

20.751.280

Provision at 1 January
Charge for the period
Payments during the period
Provision at 31 December

31 December 2006

113.641.242
19.943.672

(16.280.004)
117.304.910

31 December 2005

99.777.377
20.751.280
(6.887.415)

113.641.242

Republic of Turkey Prime Ministry
Privatization Administration(*)

Others
Share capital (historic)
Restatement effect (Note:26)
Restated share capital

Group

A, C
A

%

49,12 (**)
50,88 (**)

31 December 2006

85.963.662
89.036.338

175.000.000
1.739.005.871
1.914.005.871

%

75,18
24,82

31 December 2005

131.565.696
43.434.304

175.000.000
1.739.005.871
1.914.005.871

(*) 1.644 shares belonging to various private shareholders were not taken into consideration when the Company was included to
the privatization program in 1984. Subsequently, these shares were registered on behalf of Privatization Administration according
to Articles of Association of the Company, approved by the decision of the Turkish Republic High Planning Board on 30 October 1990.
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25 SHARE CAPITAL/ ADJUSTMENT TO SHARE CAPITAL (cont'd)

(**) The shares of the stock owned by Turkish Republic Privatization Administration are offered to the public between 16-18.05.2006
with the 12.05.2006 dated and 22/569 numbered allowance of CMB. The A group  registered shares with the total of YTL 50.312.500
(28,75% of the issued capital) which were sold in ‹stanbul Stock Exchange Whole Sales Market in 24.05.2006 with the nominal 
value of YTL 1 consists of  the 43.750.000 YTL amount of shares which is 25% of the total amount of the issued capital which is 
YTL 175.000.000 and the rest of the A Group registered shares consist of the additional selling amount of shares which is 15% of
the total amount of the public offering as well as which comes out to the 3,75% of the issued capital which is YTL 6.562.500. The 
Privatization Administration's share on capital approached to 49,12 percent after Privatization Administration had acquired the 
212.254 THY shares which are returned from credit sales.

As at 31 December 2005, the Company's issued and paid-in share capital consists of 174.999.999.999 Class A shares and 1 Class
C share, all with a par value of YKr 0.1 each. These shares are issued to the name. The Class C share belongs to the Republic of 
Turkey Prime Ministry Privatization Administration and has the following privileges:

Articles of Association 7: Positive vote of the Board member representing class C share and approval of the Board of Directors 
are necessary for transfer of shares issued to the name.

Articles of Association 10: The Board of Directors consists of seven members of which one member has to be nominated by the 
class C shareholder.

Articles of Association 14: The following decisions of the Board of Directors are subject to the positive vote of the class C Shareholder:

a) As defined in Article 3.1 of the Articles of Association, taking decisions that will negatively affect the Company's mission,
b) Suggesting change in the Articles of Association at General Assembly,
c) Increasing share capital,
d) Approval of transfer of the shares issued to the name and their registration to the “Share Registry”,
e) Making decisions or taking actions which will put the Company under commitment over 5% of its total assets considering the 
latest annual financial statements prepared for Capital Market Board per agreement (this statement will expire when the Company's
shares held by Turkish State is below 20%),
f) Making decisions relating to merges and liquidation,
g) Making decisions to cancel flight routes or significantly decrease number of flights except for the ones that cannot recover even
its operational expenses subject to the market conditions,
Articles of Association Temporary Article 1: Head of the Board of Directors, members of the Board of Directors, auditors and 
general manager meeting the conditions defined in law numbered 4046, are to be selected from candidates suggested by A group
shareholders, by the offer of Republic of Turkey Prime Ministry Privatization Administration and the approval of the Prime Minister
or authorized minister, as long as the Company's shares held by Turkish State are not below 50%. The article 315 of Turkish 
Commercial Code is applicable for the members representing non-public membership.

26-27-28 CAPITAL RESERVES, PROFIT RESERVES AND ACCUMULATED LOSSES

The Shareholder's Equity items, based on the Communiqué No: 25 of Series XI, “Communiqué on Capital Market Accounting 
Standards” issued by Capital Markets Board on 15 November 2003, are stated below with their nominal amounts and the differences
arising from inflation adjustments are recognized in “Shareholders' Equity Inflation Adjustment Differences” account.

Share capital
Share premium
Revaluation surplus on tangible assets
Legal reserves
Extraordinary reserves
Special funds
Shareholders' equity inflation adjustment differences (*)
Net profit for the year
Accumulated losses

(*) Shareholders' Equity Inflation Adjustment Differences
Share capital
Share premium
Legal reserves
Extraordinary reserves
Special funds

31 December 2006

175.000.000
181.185

49.179.160
417.011

7.806.889
9

1.872.657.189
185.749.426

(681.272.417)
1.609.718.452

1.739.005.871
714.307

60.597.395
67.026.275

5.313.341
1.872.657.189

31 December 2005

175.000.000
181.185

-
417.011

7.806.889
9

1.872.657.189
138.227.837

(945.948.527)
1.248.341.593

1.739.005.871
714.307

60.597.395
67.026.275

5.313.341
1.872.657.189
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26-27-28 CAPITAL RESERVES, PROFIT RESERVES AND ACCUMULATED LOSSES (cont'd)

Accumulated profits in statutory books can be distributed except for the following legal provision related  to legal reserves. 
According to Turkish Commercial Code, legal reserves can be categorized as order I legal reserves and order II legal reserves. 
Order I legal reserves are apportioned as 5% of statutory net profit to the extent that they reach to 20% of the company's paid-in
capital. Order II legal reserves equal to 10% of distributable profit exceeding 5% of paid-in capital. According to Turkish Commercial
Code, legal reserves can only be used to set off losses as long as they do not exceed 50% of paid-in capital. Publicly held companies
distribute dividends in the following way that Capital Market Board requires.

In accordance with Communiqué No: 25 of Series XI part 15th clause number 399, losses arising from the first time application 
of inflation accounting and recorded in “accumulated losses” account shall be considered  as a deduction in determining the 
distributable profit with respect to CMB regulations. However, these losses can be reduced by the profit for the year and accumulated
profits, and the remaining losses can then be reduced by in an order of extraordinary reserves, legal reserves and shareholders'
equity inflation adjustment differences.

29 FOREIGN CURRENCY POSITION

Foreign currency risk arises from the change of the value of financial instruments due to change in exchange rates. The Company
has a foreign currency risk because of the foreign currency denominated debts. As of 31 December 2006, the Company does not
have derivative financial instruments to hedge its foreign currency risks. US Dollar, Euro and Sterling are the main currencies 
that make the foreign currency position of the Company.

The foreign currency position of the Company as of 31 December 2006 and 2005 in terms of YTL is as follows:

Sterling

1.196.876
6.622.176

-
27.145

2.208
364.685

-
142.857

85.602
8.441.549

-

-
3.445.186

-
-

182.317
-

10.776.911

-
65.036

14.469.450
(6.027.901)

Other

49.621.686
63.170.691

-
669.436

-
2.736.520

-
-

630.406
116.828.739

-

-
52.079.242

-
-

360.572
852

50.085.735

-
1.579.476

104.105.877
12.722.862

Total

327.464.089
172.897.047

36.130.613
5.573.607

907.569
26.345.845

1.971.731
365.043.488

16.603.301
952.937.290

4.481.158

218.720.799
254.011.170

3.370.099
36.401.442
24.569.165

530.984
264.808.493

1.443.932.862
8.988.621

2.259.814.793
(1.306.877.503)

31 December 2006

Foreign currency denominated assets
Cash and cash equivalents
Accounts receivable (net)
Due from related parties (net)
Other receivables (short term)
Inventory-advances
Other current assets
Other receivables (long term) (net)
Tangible assets (advances)
Other non-current assets

Foreign currency denominated liabilities
Bank borrowings (short term) (net)
Financial lease obligations

(short term) (net)
Accounts payable (short term) (net)
Due to related parties (net)
Bank borrowings (long term) (net)
Deposits and advances received
Other accrued liabilities (short term)
Other liabilities (net)
Financial lease obligations

(long term) (net)
Accounts payable (long-term)

Net foreign currency position (*)

US Dollar

52.188.763
57.213.432

-
4.456.074

258.862
17.739.763

1.971.731
364.049.207

15.224.079
513.101.911

4.481.158

188.669.421
137.662.365

35.939
36.401.442
23.510.779

523.718
140.898.534

1.099.716.929
468.075

1.632.368.360
(1.119.266.449)

Euro

224.456.764
45.890.748
36.130.613

420.952
646.499

5.504.877
-

851.424
663.214

314.565.091

-

30.051.378
60.824.377

3.334.160
-

515.497
6.414

63.047.313

344.215.933
6.876.034

508.871.106
(194.306.015)
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29 FOREIGN CURRENCY POSITION (cont'd)

(*) Whereas, the Company seems to be in an open position based on its monetary assets and liabilities, as explained in Note 3.5, 
the Company values its aircraft, spare engines and simulators according to their US Dollar selling prices. In this respect, the 
Company's management is of the opinion that the Company's those tangible assets which are carried by their US Dollar values 
should also be considered in the overall evaluation of the sensitivity of the Company's assets and liabilities against the changes 
in foreign exchange rates. As of 31 December 2006, the value of aircraft, spare engines and simulators, which are carried by their
US Dollar selling prices is YTL 2.747.836.474 (31 December 2005: YTL 1.916.522.751).

Sterling

1.701.717
5.907.491

-
75.320
71.109

298.931
-

142.691
71.791

8.269.050

-

-
3.195.299

-
412

-
9.865.236

-
103.467

13.164.414
(4.895.364)

Other

27.041.304
40.429.558

-
91.366
18.599

9.047.045
-
-

414.991
77.042.863

-

-
28.019.720

-
-
-

32.273.248

-
1.321.592

61.614.560
15.428.303

Total

301.265.139
116.834.085

915.811
4.919.664
1.261.232

40.431.466
1.810.818

580.008.164
12.262.217

1.059.708.596

362.903.225

179.092.821
156.388.856

8.022.859
23.156.715

347.266
187.967.992

856.730.859
7.124.266

1.781.734.859
(722.026.263)

31 December 2005

Foreign currency denominated assets
Cash and cash equivalents
Accounts receivable (net)
Due from related parties (net)
Other receivables (short term)
Inventory-advances
Other current assets
Other receivables  (long-term) (net)
Tangible assets  (advances)
Other non-current assets

Foreign currency denominated liabilities
Bank borrowings (net)
Financial lease obligations

(short term) (net)
Accounts payable (short-term) (net)
Due to related parties
Deposits and advances received
Other accrued liabilities (short term)
Other liabilities (net)
Financial lease obligations

(long term) (net)
Accounts payable (long-term)

Net foreign currency position(*)

US Dollar

209.110.558
24.881.620

469.066
4.230.783
1.117.566

28.138.494
1.810.818

579.865.473
11.312.071

860.936.449

362.903.225

179.092.821
68.596.451

8.022.859
23.008.165

347.266
86.222.778

856.730.859
428.254

1.585.352.678
(724.416.229)

Euro

63.411.560
45.615.416

446.745
522.195

53.958
2.946.996

-
-

463.364
113.460.234

-

-
56.577.386

-
148.138

-
59.606.730

-
5.270.953

121.603.207
(8.142.973)

30 GOVERNMENT GRANTS

The Company has investment incentive certificates; dated 23 May 2003 covering the period of 22.04.2003 - 22.10.2007 at amount 
of YTL 2.516.985.000 and dated 9 March 2005 covering the period of 24.01.2005 - 24.01.2007 at amount of YTL 143.479.629. The 
investment incentive certificates provide benefits for the exemption of Value Added Tax regarding domestic and international 
purchases of goods and exemption of customs duty for investment goods imported from countries other than European Union 
members.

31 PROVISIONS, CONTINGENT ASSETS AND CONTINGENT LIABILITIES

a) Guarantees Given:

Amount of letter of guarantees given is YTL 55.363.981 as of 31 December 2006 (31 December 2005: YTL 38.040.225).

b) Purchase Commitments:

The Company has signed agreements for delivery of 59 aircrafts with delivery dates between years 2005-2008. 5 of above mentioned
aircrafts are delivered on 2005 and 23 of these aircrafts  are delivered on 2006. Total value of these aircrafts is approximately US
Dollar 4,7 billion according to the list prices before any discounts applicable by aircraft manufacturers. The Company paid a deposit
of US Dollar 255 million as of 31 December 2006 related to these aircrafts.
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31 PROVISIONS, CONTINGENT ASSETS AND CONTINGENT LIABILITIES (cont'd)

c) Letters of comfort:

d) The Company's discounted retirement pay provision is YTL 117.304.910. The Company's liability for retirement pay would be 
approximately YTL 200.219.418 as of 31 December 2006, if all employees were dismissed on that date.
e) An investigation has been started in early 2006 simultaneously both at Europe and USA about many airlines, including major 
ones, on the fixed cargo fees by the USA Department of Justice Antitrust Division and European Antitrust Authorities. Included 
the context of this investigation, on 06 April 2006, USA Columbia District Court requested the company to present the information
and documents regarding the air cargo fees. Similar notifications were sent to other airlines mentioned, too.

32 BUSINESS COMBINATIONS

None (31 December 2005: None).

33 SEGMENTAL REPORTING

Business Segments

The Company predominantly operates in one industry segment as of 31 December 2006, the primary businesses are air transportation
of passengers and cargo within, to or from Turkey and to supply maintenance service for aircrafts.

Geographical Segments

The revenue analysis is based on the destinations that the Company serves. All passenger fare and cargo revenue within Turkey
is attributed to the revenue from domestic services. Revenues from both scheduled and non-scheduled international flight are 
attributed to destinations' geographical areas.

33.1. Total Assets and Shareholders' Equity

Letters of comfort given to Sun Express

31 December 2006

US Dollar 2.900.000
 Euro 2.556.459

31 December 2005

US Dollar 2.900.000
Euro 2.556.459

Total Assets
Aviation
Technical service
Total
Less: Eliminations of consolidation
Total assets according to consolidated
   financial statements

31 December 2006

4.543.734.657
384.443.991

4.928.178.648
(329.153.915)

4.599.024.733

31 December 2005

3.813.361.469
-

3.813.361.469
-

3.813.361.469

Shareholders' Equity
Aviation
Technical service
Total
Less: Eliminations of consolidation
Total shareholders' equity according to

consolidated financial statements

31 December 2006

1.582.037.230
319.297.771

1.901.335.001
(291.616.549)

1.609.718.452

31 December 2005

1.248.341.593
-

1.248.341.593
-

1.248.341.593
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Aviation
Technical service
Total
Less: Eliminations of consolidation
Total main sales revenues according to

consolidated financial statements

01 Jan. 2006-31 Dec.2006

3.813.810.220
354.802.097

4.168.612.317
(354.802.097)

3.813.810.220

 01 Jan. 2005-31 Dec. 2005

2.956.104.996
-

2.956.104.996
-

2.956.104.996

33.3. Main Operating Profit / (Loss)

Aviation
Technical service
Total
Less: Eliminations of consolidation
Total main operating profit / (loss) according to

consolidated financial statements

01 Jan. 2006-31 Dec.2006

57.453.966
35.259.818
92.713.784
(3.291.853)

89.421.931

 01 Jan. 2005-31 Dec. 2005

93.572.009
-

93.572.009
-

93.572.009

33.4. Main Operating Profit / (Loss) According to Segments

01 Jan. 2006-31 Dec.2006

Revenues
Other income from main operations
Cost of sales
Gross profit
Operating expenses
Main operating profit

Aviation

3.813.810.220
177.872.787

(3.233.933.575)
757.749.432

(700.295.466)
57.453.966

Technical
Service

354.802.097
-

(307.525.342)
47.276.755

(12.016.937)
35.259.818

Eliminations
Between Segments

(354.802.097)
57.699.758

293.810.486
(3.291.853)

-
(3.291.853)

Total

3.813.810.220
235.572.545

(3.247.648.431)
801.734.334

(712.312.403)
89.421.931

33 SEGMENTAL REPORTING (cont'd)

33.2. Main Sales Revenues

01 Jan. 2005-31 Dec.2005

Revenues
Other income from main operations
Cost of sales
Gross profit / (loss)
Operating expenses
Main operating profit

Aviation

2.956.104.996
150.966.612

(2.435.869.117)
671.202.491

(577.630.482)
93.572.009

Technical
Service

-
-
-
-
-
-

Eliminations
Between Segments

-
-
-
-
-
-

Total

2.956.104.996
150.966.612

(2.435.869.117)
671.202.491

(577.630.482)
93.572.009
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34 EVENTS SUBSEQUENT TO THE BALANCE SHEET DATE

a) The collective bargaining agreement between THY and Turkish Civil Aviation Labour Union  ended at 31 December 2006. The 
collective bargaining agreement meetings have been continuing  as of report date.
b) Market price of 1.026.000.000 USAfi shares, which are traded in ‹stanbul Stock Exchange, and included in the financial investments
available for sale as of 30 March 2007, has increased from YTL 4,62 at 31 December 2006 to YTL 5,70 at 30 March 2007. Hence, 
the total market value of these shares increased by YTL 1.108.080 compared to balance sheet date.

35 DISCONTINUED OPERATIONS

None (31 December 2005: None).

36 MAIN OPERATING REVENUES

Main operating revenues comprised the following:

Scheduled flights
Passenger
Cargo and mail

Non-scheduled flights
Other revenues
Total revenues
Less: Discounts and sales returns
Net Sales
Cost of Sales (-)
Gross Operating Profit

31 December 2006

3.495.728.964
318.081.256

38.087.714
197.497.490

4.049.395.424
(12.659)

4.049.382.765
(3.247.648.431)

801.734.334

31 December 2005

2.689.568.398
266.536.598

30.986.034
119.997.072

3.107.088.102
(16.494)

3.107.071.608
(2.435.869.117)

671.202.491

Geographical details of revenue from the scheduled flights is as follows:

Europe
Middle East
North Africa
North America
Far East
Middle Africa
West Africa

Domestic
Total revenue from the scheduled flights

31 December 2006

1.618.824.898
354.393.721

92.310.760
187.668.723
677.036.278

8.024.917
4.646.207

2.942.905.504

870.904.716
3.813.810.220

31 December 2005

1.268.687.282
281.786.168

77.844.923
154.329.658
486.580.828

-
-

2.269.228.859

686.876.137
2.956.104.996
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36 MAIN OPERATING REVENUES (cont'd)

Cost of sales consists of the following:

37 OPERATING EXPENSES (-)

Operating expenses comprised the following:

Fuel expenses
Staff expenses
Landing and overflight expenses
Depreciation expenses
Handling expenses
Maintenance expenses
Passenger service and catering expenses
Operating lease expenses
Insurance expenses
Aircraft wet-lease expenses
Other renting expenses
Communication expenses
Service expenses
Other taxes
Transportation expenses
Lighting, heating, energy and water expenses
Cost of other sales

31 December 2006

1.106.553.053
606.948.477
332.533.505
324.917.726
193.980.518
225.790.625
178.470.351
173.603.826

42.638.453
10.703.448
10.702.230

8.418.467
6.881.500
4.806.297
2.335.751
3.040.590

15.323.614
3.247.648.431

31 December 2005

729.386.690
523.619.808
245.249.413
285.638.122
157.321.224
141.000.727
146.643.592
100.924.585

51.058.405
10.223.259
15.026.757

7.972.597
6.921.026
5.096.775
2.689.662
3.790.684
3.305.791

2.435.869.117

Sales and marketing expenses (-)
Komisyon ve teflvik giderleri
Personel giderleri
Rezervasyon sistem giderleri
Di¤er kira giderleri
Haberleflme giderleri
Reklam ve tan›t›m giderleri
Koltuk kiras›
Hizmet giderleri
Yolcu hizmet ve ikram giderleri
Nakliye giderleri
Di¤er vergiler
Ayd›nlatma, ›s›tma, enerji ve su giderleri
Bak›m giderleri
Akaryak›t giderleri
Bilgisayar yaz›l›m ve teçhizat giderleri
Sigorta giderleri
Amortisman giderleri
Di¤er sat›fl pazarlama giderleri

31 December 2006

257.815.843
143.569.983

71.684.061
16.816.907
14.408.370
14.998.735
14.202.646

9.484.523
5.664.104
4.652.765
4.288.302
1.828.496
1.204.158

783.485
681.903
392.860
224.791

15.515.248
578.217.180

31 December 2005

212.444.272
125.487.955

55.300.819
13.226.105
13.372.145

7.654.857
2.059.097
8.197.697
4.404.684
5.039.813
4.128.938
1.492.957
1.052.548

525.559
634.039
287.514

-
13.201.723

468.510.722
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General administrative expenses (-)
 Staff expenses
 Depreciation expenses
 Other taxes
Maintenance expenses
Service expenses
Other renting expenses
Software and computer equipment expenses
Communication expenses
Commission and promotion expenses
Lighting, heating, energy and water expenses
Insurance expenses
Fuel expenses
Other general administrative expenses

Total operating expenses

31 December 2006

80.966.019
12.893.094

6.054.153
4.869.631
4.432.819
4.425.143
4.421.994
3.533.695
3.128.220
1.547.531

992.138
199.910

6.630.876
134.095.223
712.312.403

31 December 2005

70.304.250
13.103.074

3.726.375
3.879.646
2.026.024
1.242.136
3.492.256
2.424.355
2.239.262
1.641.541

384.735
221.145

4.434.961
109.119.760
577.630.482

38 INCOME/LOSSES FROM OTHER OPERATIONS

             Income from other operations consists of the following:

Foreign exchange gains
Change in provision for diminution in value of fixed assets
Interest income
Dividend income
Discounts received from spare parts suppliers
Reversal of unnecessary provision
Cost free materials income
Compensation received
Profit on sale of marketable securities
Yap› Kredi protocol income
Income from manufacturers' credit
Discount income
Profit on sale of fixed assets
Income from financial investment accounted

per equity method
Other

31 December 2006

643.998.988
125.125.537

25.766.202
15.102.947
11.932.007

8.224.104
6.489.584
6.291.637
5.491.073
2.964.893

921.667
881.913
109.463

-
22.513.533

875.813.548

31 December 2005

209.523.006
123.145.065

42.289.467
8.351.334

10.442.021
11.009.988

5.019.663
3.473.513
3.611.850
2.649.935
1.774.511

596.515
798.359

784.282
1.960.824

425.430.333

37 OPERATING EXPENSES (-) (cont'd)
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38 INCOME/LOSSES FROM OTHER OPERATIONS (cont'd)

Loss from other operations consists of the following:

39 FINANCIAL EXPENSES

             Financial expenses consist of the following:

40 NET MONETARY GAIN/LOSS

On 17 March 2005, the CMB announced that the application of inflation accounting is no longer required for companies operating
in Turkey effective from 1 January 2005 (Note:2). Consequently, for the period ended on 31 December 2006 and 2005, there is no
monetary gain / loss.

41 TAX

Corporate tax payable is as follows:

Foreign exchange losses
Provision expenses
Loss from financial investment accounted

per equity method
Indemnity and penalty expenses
Retirement pay interest cost
Loss on sale of marketable securities
Expenses incurred for passengers with no visas
Loss on sale of fixed assets
Other expenses

31 December 2006

606.353.861
26.617.397

11.960.380
8.256.573
6.493.785
2.203.869
1.425.731

331.724
7.429.386

671.072.706

31 December 2005

238.201.803
30.491.374

-
275.554

5.594.993
-

796.374
-

1.805.490
277.165.588

Financial lease interest expenses
Foreign exchange loss on bank loans
Interest expense on bank loans
Other financial expenses

31 December 2006

71.807.751
15.467.926
10.078.109

748.542
98.102.328

31 December 2005

45.658.088
-

12.163.552
2.220.372

60.042.012

Provision for corporate tax payable
Prepaid taxes and funds

31 December 2006

7.174.359
(5.222.340)
(1.952.019)

31 December 2005

-
(13.363.884)
(13.363.884)

Tax expense is as follows:

Current period tax expense
Deferred tax expense
Tax expense

31 December 2006

7.174.359
3.136.660

10.311.019

31 December 2005

-
43.566.905
43.566.905
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41 TAX (cont'd)

Turkish tax legislation does not permit a parent company, its subsidiaries, joint ventures and associates to file a consolidated tax
return. Therefore, provisions for taxes, as reflected in these consolidated financial statements, have been calculated on a seperate-
entity basis.

Corporate Income Tax Law numbered 5520 was published in the official gazette numbered 26205 dated 21 June 2006 and came 
into effect immediately. Herewith, Corporate Income Tax Law numbered 5422 has been abolished.

The corporation tax rate of the fiscal year 2006 is 20% (30% those for benefiting from investment allowances.) (2005: 30%). 
Corporation tax is payable at a rate of 20% on the total income of the Company after adjusting for certain disallowable expenses,
exempt income and allowances. The annual corporate income tax return is required to be filled in the period between the 1st and
25th days of the fourth month following the close of the related fiscal year. Payments can be made up until the end of the month
in which the tax return is to be filed.

In accordance with Income Tax Law Temporary Article 69, investment allowances available as of 31 December 2005 due to 
insufficiency of profit and transferable to next years; depending on taxpayers' choice can be deducted from the profits of 2006, 
2007 and 2008. Investment allowances can be forwarded to next years by restatement with WPI.

In case of benefiting from investment allowances, the Corporate Tax rate is 30 % instead of 20%. Taxpayers have the option to 
benefit from investment allowances in all the years 2006, 2007 and 2008 or in any of these years.

The parent company preferred to deduct the investment allowances of 2005 from the earnings in  2006. Therefore, the applicable
current corporate tax rate is 30%. However, since the parent company assumes that investment allowances will not be benefited
in 2007 and in the following years, and due to the fact that the deferred tax assets and liabilities are of long-term, deferred tax 
rate is applied as 20%.

Corporations are required to pay advance corporation tax quarterly, at the current rate on their corporate income. Advance tax 
is to be filed in the following second month's 14th day and and paid on 17th day. Advance tax paid by corporations is credited 
against the annual corporation tax liability. The balance of the advance tax paid may be refunded or used to set off against other 
liabilities to the government.

Under the Turkish taxation system, tax losses can be carried forward to offset against future taxable income for up to 5 years. 
Tax losses cannot be carried back to offset profits from previous periods.

In Turkey, there is no procedure for a final and definitive agreement on tax assessments. Companies file their tax returns within
the 25th of the fourth month following the close of the related financial year. Tax authorities have the right to audit tax declarations
and accounting records for 5 years, and may issue re-assessment based on their findings.

Except for the dividends paid to non-resident corporations, which have a representative office in Turkey, or resident corporations,
dividends that are paid to non-resident corporations or corporations exempt from taxation in accordance with Income Tax Law 
article 75 paragraph 2 lines (1), (2) and (3) are subject to withholding tax at the rate of 15%. An increase in capital via issuing bonus
shares is not considered as a profit distribution and thus does not incur withholding tax.

42 EARNINGS PER SHARE

Earnings per share disclosed in the consolidated statements of income are determined by dividing the net income by the weighted
average number of shares that have been outstanding during the period concerned.

In Turkey, companies can increase their share capital by making a pro-rata distribution of shares (“bonus shares”) to existing 
shareholders from retained earnings. For the purpose of earnings per share computations, such bonus shares are regarded as 
issued shares. Accordingly, the weighted average number of shares outstanding during the years has been adjusted in respect 
of bonus shares issued without a corresponding change in resources, by giving them retroactive effect for the period in which they
were issued and for each earlier year.
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43 STATEMENTS OF CASH FLOWS

Statements of cash flows are presented together with the financial statements.

43 OTHER ISSUES AFFECTING FINANCIAL STATEMENTS MATERIALLY OR NECESSARY TO MAKE FINANCIAL 
STATEMENTS SOUND, INTERPRETABLE AND UNDERSTANDABLE

The Company has no confirmation on the balance of the account below as of 31 December 2006:

There is an unfavorable difference of YTL 790.584 between the current accounts of the State Airport Administration Authority and
those of the Company.

Number of shares outstanding on 1 January (in full)
New shares issued (in full)
Number of shares outstanding on 31 December (in full)
Weighted average number of shares

outstanding during the period (in full)
Net profit for the period
Earnings per share (YKr)

31 December 2006

175.000.000.000
-

175.000.000.000

175.000.000.000
185.749.426

0,106

  31 December 2005

175.000.000.000
-

175.000.000.000

175.000.000.000
138.227.837

0,079

42 EARNINGS PER SHARE  (cont'd)

Earnings per share is calculated by dividing net profit by weighted average number of shares outstanding in the relevant period 
as follows:



CONSOLIDATED FINANCIAL STATEMENTS PREPARED IN ACCORDANCE
WITH INTERNATIONAL FINANCIAL REPORTING STANDARDS FOR THE
PERIOD ENDED 31 DECEMBER 2006



To the Board of Directors of
Türk Hava Yollar› Anonim Ortakl›¤›

1. We have audited the accompanying consolidated balance sheet of Türk Hava Yollar› Anonim Ortakl›¤› 
(“the Company”) as at 31 December 2006, and the consolidated statement of income, the consolidated 
statement of changes in shareholders' equity and the consolidated statement of cash flows for the year
then ended, all expressed in the equivalent purchasing power of the New Turkish Lira at 31 December 
2005. These consolidated financial statements are the responsibility of the Company's management. 
Our responsibility is to express an opinion on these consolidated financial statements based on our audit.

2. We conducted our audit in accordance with International Standards on Auditing. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

3.   In our opinion, the consolidated financial statements referred to above present fairly, in all material 
respects, the financial position of the Company as of 31 December 2006, and the results of its operations
and its cash flows for the year then ended in accordance with International Financial Reporting Standards
(“IFRS”).

4. Without qualifying our opinion, we would like to emphasize on the following matter:

The Company changed the accounting policy relating to the impairment provision for aircrafts according
to the chapter named “Changes in Accounting Policies” of the IFRS No:8. Due to the facts that inflation
accounting is not required in the financial statements starting from 30 June 2006 and therefore the 
effects of fictitious increases in aircraft values casued by inflation accounting has been lessened, the 
Company decided that it is no longer necessary to use net book values calculated according to US Dollar
acquisition costs in impairment loss calculations. The change in this accounting policy has resulted YTL
126.448.273 decrease in the previous years' losses, YTL 42.766.253 increase in the net profit for the 
period, YTL 211.518.157 increase in tangible assets and YTL 42.303.631 increase in deferred tax liabilities
of the Company.

Can Uluslararas› Ba¤›ms›z Denetim ve S.M.M.M. A.fi.
A Member Firm of INPACT International

‹smail USLU
Partner

20 April 2007, ‹stanbul, Turkey
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ASSETS
Cash and Cash Equivalents
Accounts Receivable (net)
Due from Related Parties
Inventories
Prepaid Taxes
Other Short-term Receivables and Assets

Total Current Assets

Due from Related Parties
Investments at Equity
Financial Assets Available for Sale
Tangible Assets (net)
Intangible Assets (net)
Advances Given for Aircraft
Other Long-term Receivables and Assets
Deferred Tax Assets
Total Non-current Assets

Total Assets

5
6
7
8

23
9

7
10
10
11
12
13
14
23

365.057.959
273.400.852

21.318.613
135.643.567

5.222.340
56.640.044

857.283.375

14.812.000
22.880.903

6.524.154
3.151.957.031

7.605.642
362.750.213

23.656.183
158.971.576

3.749.157.702

4.606.441.077

482.910.555
191.596.806

970.701
84.674.663
13.363.884
52.944.957

826.461.566

-
17.490.282
19.993.581

2.071.099.171
6.360.178

573.169.605
11.557.821

300.060.827
2.999.731.465

3.826.193.031

The accompanying notes form an integral part of these financial statements.

Note 31 December 2006 31 December 2005
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LIABILITIES
Bank Borrowings
Short-term Portion of Finance Lease Obligations
Accounts Payable
Due to Related Parties
Other Payables
Deposits and Advances Received
Passenger Flight Liabilities
Other Accrued Liabilities

Total Current Liabilities

Bank Borrowings
Long-term Portion of Finance Lease Obligations
Manufacturers' Credit (net)
Deposits and Advances Received
Deferred Tax Liabilities
Retirement Pay Liability

Total Non-current Liabilities

SHAREHOLDERS' EQUITY
Share Capital
Reserves
Share Premium
Accumulated Losses

Total Shareholders' Equity

Total Liabilities and Shareholders' Equity

15
16

17
18
19
20
21

15
16
22
19
23
24

25

4.854.655
218.720.799
313.765.171

14.869.046
45.572.195
50.098.550

282.128.990
119.674.943

1.049.684.349

36.401.442
1.443.932.862

26.797.843
8.988.621

309.886.014
117.304.910

1.943.311.692

2.000.994.542
193.841.824

936.192
(582.327.522)

1.613.445.036

4.606.441.077

363.235.861
179.092.821
252.279.781

8.022.859
37.952.344
56.412.654

209.797.889
92.206.894

1.199.001.103

-
856.730.859

3.491.212
7.124.266

392.414.313
113.641.242

1.373.401.892

2.000.994.542
147.576.470

936.192
(895.717.168)

1.253.790.036

3.826.193.031

Note 31 December 2006 31 December 2005

The accompanying notes form an integral part of these financial statements.
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Operating Revenues
Operating Expenses (-)

MAIN OPERATING PROFIT

Income from Other Operations
Loss from Other Operations (-)

OPERATING PROFIT

Financial Expenses (net) (-)
Monetary Gain (net)

PROFIT BEFORE TAXATION

Taxation Charge

NET PROFIT

EARNINGS PER SHARE (YKr)

31 and 36
32 and 36

34 and 36
35

33

23

3.18

4.049.976.303
(3.975.598.342)

74.377.961

217.130.949
(50.582.545)

240.926.365

(52.263.251)
-

188.663.114

(9.671.215)

178.991.899

0,102

3.139.178.553
(3.054.728.897)

84.449.656

111.015.890
(27.159.903)

168.305.643

(57.286.976)
28.073.365

139.092.032

(45.868.744)

93.223.288

0,053

Note 1 January-31 December 2006 1 January-31 December 2005

The accompanying notes form an integral part of these financial statements.
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Balances at 1 January 2005

Net Profit for the Year

Balances at 31 December 2005

Balances at 31 December 2005 -
 As Previously Reported
Accounting Policy Change-

Effectof IFRS 36 (Note 2)

Financial Asset Reclassification-
Effect of IFRS 39 (Note 2)

Balances at 31 December 2005
as Restated

Financial Asset Reclassification
Revaluation Surplus on Tangible

Assets *

Net Profit for the Year

Balances at 31 December 2006

2.000.994.542

-

2.000.994.542

2.000.994.542

-

-

2.000.994.542

-

-

-

2.000.994.542

147.576.470

-

147.576.470

147.576.470

-

(7.949.474)

139.626.996

5.044.176

49.170.652

-

193.841.824

936.192

-

936.192

936.192

-

-

936.192

-

-

-

936.192

(988.940.456)

93.223.288

(895.717.168)

(895.717.168)

126.448.273

7.949.474

(761.319.421)

-

-

178.991.899

(582.327.522)

1.160.566.748

93.223.288

1.253.790.036

1.253.790.036

126.448.273

-

1.380.238.309

5.044.176

49.170.652

178.991.899

1.613.445.036

* The differences resulting from revaluation of lands by expert reports under tangible assets of the Company are recorded
to the Revaluation Surplus account.

The accompanying notes form an integral part of these financial statements.

Share Capital Reserves
Share

Premium
Accumulated

Losses  Total
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CASH FLOWS FROM OPERATING ACTIVITIES:
Profit before taxation
Adjustments to reconcile profit for the period to net cash provided by operating activities:
Depreciation
Provision for retirement pay liability
Interest income
(Gain)/loss on sales of fixed asset
Monetary gain on deferred taxes liabilities
Change in provision for diminution in value of fixed assets
Gain from financial investment accounted per equity method
Interest expense
Movement in manufacturers' credit
Foreign exchange (gain)/loss on financial leases (net of monetary gain)
Provision for diminution in value of financial assets available for sale
The change in special reserves occuring from financial assets available for sale
Amortization of deferred income from USAfi shares transfer
Increase / (Decrease) in provision for doubtful receivables
Expensed portion of previous year's prepaid tax
Operating profit before working capital changes:
Increase in accounts receivable
Increase in due from related parties
Increase in inventories
Increase in other receivables and assets
Increase in accounts payable
Increase in due to related parties
Increase in other accrued liabilities and other long term payables
Increase/(Decrease) in deposits and advances received
Increase in passenger flight liabilities
Retirement benefits paid
Interest paid
Prepaid taxes
Previous years prepaid tax to be returned
Cash generated from operations
CASH FLOWS FROM INVESTING ACTIVITIES:
Cash inflow from sale of tangible and intangible assets
Cash inflow from sale of financial assets
Interest received
Acquisition of tangible and intangible assets
Advances given for aircraft
Net cash used in investing activities
CASH FLOWS FROM FINANCING ACTIVITIES:
Principal payment of finance leases
Increase in finance lease obligations
Increase / (Decrease) in bank borrowings
Net cash provided by financing activities

NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF PERIOD
CASH AND CASH EQUIVALENTS AT THE END OF PERIOD

188.663.114

349.992.583
19.943.672

(25.766.202)
222.261

(5.302.379)
(133.681.761)

(5.390.621)
81.885.860
23.306.631
39.006.934
(7.724.768)

5.044.176
(5.257.836)

1.931.161
-

526.872.825
(83.735.207)
(35.159.912)
(50.968.904)
(15.793.449)

61.485.390
6.846.187

40.345.736
(4.449.749)
72.331.101

(16.280.004)
(70.692.613)

8.141.544
-

438.942.945

21.194.195
7.144.613

25.766.202
(1.075.969.979)

210.419.392
(811.445.577)

(189.706.809)
766.336.609

(321.979.764)
254.650.036

(117.852.596)
482.910.555
365.057.959

139.092.032

311.755.353
16.216.555

(42.433.556)
(3.035.861)
(2.112.661)

(63.511.531)
(784.282)

57.821.640
991.315

(50.510.861)
7.784.603

-
(2.307.710)

(906.262)
2.378.934

370.437.708
(24.898.044)

(120.834)
(17.228.764)
(12.429.842)

57.252.268
1.218.849

15.824.664
14.159.010
24.959.511
(6.887.415)

(59.179.468)
(13.363.884)

51.258.756
401.002.515

61.814.841
89.634

42.433.556
(483.919.336)
(158.218.739)
(537.800.044)

(387.625.942)
262.137.037
362.941.835
237.452.930

100.655.401
382.255.154
482.910.555

 1 Jan.-31 Dec. 2006  1 Jan.-31 Dec. 2005

The accompanying notes form an integral part of these financial statements.
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1 THE COMPANY'S ORGANIZATION AND OPERATIONS

Türk Hava Yollar› A.O. (“the Company” or “THY”) was incorporated in Turkey in 1933. The principal activity of the Company is 
domestic and international air transportation of passengers and cargo.

As of 31 December 2006, the shareholders and their respective shareholdings in the Company were as follows:

Republic of Turkey Prime Ministry Privatization Administration
Others
Total

49,12 %
50,88 %

100,00 %

The total number of employees working for Türk Hava Yollar› A.O. and its subsidiary as of 31 December 2006 is 12.807 (31 December
2005: 11.121). The average number of employees working for the Group in 31 December 2006 and 2005 are 12.778 and 11.151, 
respectively. Financial assets of the Company are stated at Note 10.

The Company is registered in ‹stanbul, Turkey and its head office address is as follows:

Türk Hava Yollar› A.O. Genel Yönetim Binas›, Atatürk Havaliman›, 34149 Yeflilköy ‹STANBUL.

2 BASIS OF PRESENTATION OF FINANCIAL STATEMENTS

2.1 Accounting Standards Applied:

The accompanying financial statements are prepared in accordance with International Financial Reporting Standards (“IFRS”) 
(formerly referred to as International Accounting Standards “IAS”). The bases used in the preparation of the accompanying financial
statements are as follows:

The Company maintains its books of account and prepares its statutory financial statements in accordance with accounting 
principles promulgated by Turkish Commercial Code (the "TCC"), Capital Markets Board of Turkey (“CMB”), and tax legislation. 
The accompanying financial statements are based on the statutory records, with adjustments and reclassifications, including 
restatement for the changes in the general purchasing power of New Turkish Lira at 31 December 2005, for the purpose of fair 
presentation in accordance with IFRS.

The bases of the financial statements used in the preparation of the accompanying financial statements are set out below and in Note 3.

2.2 Preparation of Financial Statements in Hyperinflationary Periods:

In the accompanying financial statements, restatement adjustments that are made to compensate for the effect of changes in 
the general purchasing power of New Turkish Lira are based on International Accounting Standard No: 29 “Financial Reporting 
in Hyperinflationary Economies” The consolidated accompanying financial statements for the year ended as of 31 December 2005,
are restated in order to reflect the changes in YTL's current purchasing power in accordance with UMS 29.

Inflation indices stated on and before 31 December 2006 and three-year cumulative inflation rates are stated as follows for reference:

Dates

31 December 2006
31 December 2005
31 December 2004

Index

9.802,74
8.785,74
8.403,80

Three-years cumulative
inflation rates (%)

32,8
35,6
69,7

The main procedures for the application of IAS 29 are as follows:

> All amounts not already expressed in terms of the measuring unit current at the balance sheet date are restated by applying 
the relevant conversion factors. Corresponding figures for previous periods are similarly restated.

>Monetary assets and liabilities are not restated because they are already expressed in terms of the monetary unit at the balance
sheet date. Monetary items are money held and items to be received or paid in money.
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2 BASIS OF PRESENTATION OF FINANCIAL STATEMENTS (cont'd)

2.2 Preparation of Financial Statements in Hyperinflationary Periods: (cont'd)

> Fixed assets, investments and similar assets are restated from the date of their purchase, not to exceed their market value. 
Depreciation is similarly restated. The components of shareholders' equity are restated by applying the relevant conversion factors
from the dates the components are contributed or otherwise arose.

> All items in the statement of income, except for the non-monetary items in the balance sheet, which have an effect on the 
statement of income, are restated by applying the relevant conversion factors from the dates when the income and expense items
are initially recorded in the financial statements.

> The gain or loss on the net monetary position is the result of the effect of general inflation and is the difference resulting from
the restatement of non-monetary assets and liabilities, shareholders' equity and items of statement of income. The gain or loss 
on the net monetary position is included in net income.

Due to the facts that hyperinflationary conditions have no longer been available and New Turkish Lira has been a stable currency
in Turkey, inflation accounting has not been applied in the financial statements starting from 1 January 2006.

2.3 Basis of Consolidation

a) The consolidated financial statements include the accounts of the parent company, Türk Hava Yollar› A.O., its Subsidiary and 
its Associates on the basis set out in sections (b), (c) and (d) below. The financial statements of the companies included in the 
scope of consolidation have been prepared as of the date of the consolidated financial statements and have been prepared in 
accordance with accounting and reporting principles promulgated by Internatinal Accounting Standards applying uniform accounting
policies and presentation. The results of Subsidiary and   Associates are included or excluded from their effective dates of acquisition
or disposal respectively.

b) Subsidiary is the entity in which the Company has power to control the financial and operating policies for the benefit of the 
Company through the power to exercise more than 50% of the voting rights relating to shares in the companies owned directly 
and indirectly by itself, otherwise having the power to exercise control over the financial and operating policies for the benefit of
the Company.

The table below sets out the consolidated Subsidiary and participation rate of the Company in this subsidiary at 31 December 2006:

The balance sheet and statement of income of the subsidiary were consolidated on the basis of full consolidation.  The carrying 
value of the investment held by the Company and its Subsidiary were eliminated against the related shareholders' equity. 
Intercompany transactions and balances between the Company and its Subsidiary were eliminated during consolidation process.

c) The Company have two associates. The participation rate of the Company is 50%, and the associates are not controlled by the 
Company. The entities are valued by equity method.

The table below sets out consolidated associates and indicates the proportion of ownership interest of the Company in these 
associates at 31 December 2006:

Name of the Company

Türk Hava Yollar› Teknik A.fi.

Principal Activity

Technical Maintenance

Direct
Participation

100 %

Indirect
Participation

-

Country of
Registration

Turkey

Name of the Company

Günefl Ekspres Havac›l›k A.fi.
THY DO&CO ‹kram Hizmetleri A.fi.

Principal Activity

Air Transportation
Catering Services

Direct
Participation

50 %
50 %

Indirect
Participation

-
-

Country of
Registration

Turkey
Turkey

In equity method, the associate is presented on the balance sheet at net asset value and the portion of the Company from its 
operations is added to the income statement.

d) Other investments in which the Company has direct or indirect participation below 20% or in case of participation over 20%, 
has no significant influence or which are immaterial for purposes of consolidated financial statements are classified as available
for sale. Available for sale investments that do not have a quoted market price in active markets and whose fair value cannot be 
measured reliably are carried at cost less any provision for diminution in value. Available for sale investments that have a quoted
market price in active markets and whose fair values can be measured reliably are carried at fair value (Note 10).
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2 BASIS OF PRESENTATION OF FINANCIAL STATEMENTS (cont'd)

2.4 Comparative Information and Corrections on Previous Periods' Financial Statements

Current period consolidated financial statements are prepared comparatively with the prior period's financial statements. 
Comparative figures are reclassified, where necessary, to conform to changes in presentation in the current period so that the 
reclasssification will result in a more appropriate presentation of events and transactions.

a) As of 31 December 2006, an examination is made of whether the restated indexed YTL net book values of aircrafts exceeded 
their recoverable amounts. Differences arising from this comparison are recognized as impairment loss. In the prior accounting
policy application, the Company firstly used to decrease the restated YTL net book values of its aircrafts to the YTL net book values
based on US Dollar acquisition costs. Then, the Company used to control whether the net book values based on US Dollar acquisition
costs exceeded the recoverable amounts of aircrafts. If net book values based on US Dollar acquisition costs had exceeded 
recoverable amounts of aircrafts, the Company used to recognize these differences as impairment in the financial statements. 
Due to the fact that inflation accounting has no longer been required in the preparation of financial statements and thus the effects
of fictitious increases in aircraft values casued by inflation accounting has been lessened, starting from 30 June 2006 the Company
has decided that use of net book values calculated according to US Dollar acquisition costs is not necessary as an additional 
criterion in the calculation of impairment loss. This accounting policy change has resulted YTL 211.518.157 increase in tangible 
assets, YTL 42.303.631 increase in deferred tax liabilities, YTL 126.448.273 decrease in accumulated losses and YTL 42.766.253 
increase in the net profit for the period of the Company. Eliminating the effect of the current period reduction in the corporate 
tax rate, the increase in the net profit for the period would be YTL 21.614.437.

b) IAS 39 “Financial Instruments: Recognition and Measurement” has been revised effective from the period beginning on or after
1 January 2005. In accordance with the revised standard, fair value gains and losses on available-for-sale financial assets shall 
be directly recognized in equity until the financial assets are derecognized. The Company recognised such fair value gains and 
losses on available-for-sale financial assets in income statement until 31 December 2004. As a result of the revision in IAS 39, 
the Company applied the accounting policy change retrospectively, and adjusted all related comparative financial information.

3         SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies followed in the preparation of the accompanying financial statements are as follows:

3.1 Revenue Recognition and Commission Expenses

Passenger fares and cargo revenues are recorded as operating revenue when the transportation service is provided. Tickets sold
but not yet used are recorded as passenger flight liabilities.

The Company develops estimations using historical statistics and data for unredeemed tickets. Total estimated unredeemed 
tickets were recognized as operating revenue.

Agency commissions to relating to the passenger revenue are recognized as expense when the transportation service is provided.

3.2 Inventories

Inventories are valued at the lower of cost or net realizable value by using the moving weighted average cost method.

3.3 Financial Investments

The Company designates its investments portfolio in accordance with IAS 39 (“Financial Instruments: Recognition and Measurement”)
as follows:

Securities Held for Trading:

Securities held for trading are those acquired principally for the purpose of generating profit from short-term fluctuations in their
prices. Subsequent to initial recognition, held for trading securities are valued at their fair value if measured reliably. Gains or 
losses on these securities are recognized in net profit or loss for the period in which they arise.

Investments Held to Maturity:

Investments held-to-maturity are securities with fixed or determinable payments and fixed maturity that the Company has the 
positive intent and ability to hold to maturity.
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3         SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

3.3 Financial Investments (cont'd)

Investments Available for Sale:

Investments available-for-sale are those investments that the ownership rate is less than or equivalent to 20% and are not held 
for trading. Subsequent to acquisition, available for sale investments which are traded at stock markets is valued at market rate
on balance sheet date. Otherwise, they are accounted for in accordance with IAS 29.

Investments at Equity:

Investments that the ownership rate is 50% and the Company is not in a position to exercise sole control are carried at equity.

3.4 Tangible and Intangible Assets

            Tangible Assets:

Tangible assets are measured at net book value calculated by deduction of accumulated depreciation from cost values, cost values
being restated until 31 December 2005 in accordance with inflation accounting. Depreciation is calculated over the useful lives 
for tangible assets on a straight-line basis.

The useful lives and residual values used for tangible assets are as follows:  

The Company has its lands appraised by real estate appraisal companies. The differences between book values and appraised 
values are directly recorded into the revalution surplus under the shareholdres' equity accounts.

Intangible Assets:

Intangible assets include leasehold improvements, rights, information systems and software. Intangible assets are carried at the
beginning cost including the restatement to the equivalent purchasing power for those accounted on or before 31 December 2005
less accumulated depreciation. Leasehold improvements are depreciated over their lease periods and other intangible assets 
are depreciated over their useful life of 5 years, on a straight-line basis.

3.5 Impairment on Assets

According to IAS 29, the Company restates those fixed assets purchased on or before 31 December 2005 by using WPI. Those 
purchased on or after 1 January 2006 are carried at cost.

The carrying amounts of the Company's assets are reviewed at each reporting date to determine whether there is any indication
of impairment. If any such indication exists then the assets' recoverable amounts are estimated. An impairment loss is recognised
if the carrying amount of an asset or its cash-generating unit exceeds its recoverable amount. The recoverable amount of an asset
or cash-generating unit is the greater of its value in use and its fair value less costs to sell. Value in use is the present value of 
estimated future cash flows resulting from continuing use of an asset and from disposal at the end of its useful life. Impairment
losses are accounted at the consolidated income statement.

Buildings

Aircraft

Engines

Components

Repairables

Simulators

Machinery and Equipments

Furniture and Fixtures

Motor Vehicles

Other Equipments

Residual Value

-

30 %

30 %

-

-

-

-

-

-

-

Useful Life (Years)

25-50

15

15

4-10

2-3

10-15

3-15

3-15

4-7

4-15
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3         SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

3.5 Impairment on Assets (cont'd)

An impairment loss recognized in prior periods for an asset is reversed if the subsequent increase in the asset's recoverable 
amount is caused by a specific event since the last impairment loss was recognized. Such a reversal amount is recognised as 
income in the consolidated financial statements and cannot exceed the previously recognized impairment loss and shall not exceed
the carrying amount that would have been determined, net of amortisation or depreciation, had no impairment loss been recognized
for the asset in prior years.

As of 31 December 2006, an examination is made of whether net book values of aircrafts, spare engines and simulators exceed 
their recoverable amounts. Recoverable amount is determined as, higher of the present value of cash flows expected from the 
usage of an asset and its net selling price. Net selling price for the aircrafts is determined according to second hand prices in 
international price guides. Net selling price for spare engines and simulators is net book values based on US Dollar acquisition 
costs. In the accompanying financial statements, the change in the differences between net book values of these assets and 
recoverable amounts are recognized as provision income/losses under income/losses from other operations account.

3.6 Borrowing Costs

Bank loans are recognized initially at cost, less attributable transaction costs. Subsequent to initial recognition, borrowings are 
stated at amortised costs with any difference between cost and redemption value being recognized in the income statement over
the period of the borrowings on an effective interest basis. Finance expenses resulted from bank loans are recorded to income 
statement in the period in which they are incurred.

3.7 Manufacturers' Credits

Manufacturers' credits are received against acquisition or lease of aircraft and engines. The Company records these credits as 
a reduction to the cost of the owned and amortizes them over the related asset's remaining economic life. Manufacturers' credits
related to operational leases are recorded as deferred revenue and amortized over the lease term.

3.8 Maintenance and Repair Costs

Regular maintenance and repair costs for owned and leased assets are charged to operating expense as incurred. Heavy 
maintenance checks for owned and finance leased aircraft are expensed as incurred and delivery maintenance checks of operational
leased aircraft are accrued on a periodical basis.

3.9 Frequent Flyer Program

The Company provides a frequent flyer program named “Miles and Smiles” in the form of free travel award to its members on 
accumulated mileage. The estimated cost of providing free travel, using the incremental cost method as adjusted for estimated 
redemption rates, is recognized as a liability.

The Company also sells mileage credits to participating partners in “Shop and Miles” program. A portion of such revenue is 
deferred and amortized as transportation is provided.

3.10 Deferred Income Taxes

Deferred income tax is provided in full, using the liability method, on all temporary differences arising between the tax bases of 
assets and liabilities and their carrying values in the consolidated financial statements. Currently enacted tax rates are used to 
determine deferred income tax at the balance sheet date.

The principal temporary differences arise from the differences between book values of property, plant and equipment and tax 
bases, income and expense not included in current tax base, provision for employment termination benefits and unused tax 
allowances and exemptions.

Deferred tax liabilities are recognized for all taxable temporary differences, where deferred tax assets resulting from deductible
temporary differences are recognised to the extent that it is probable that future taxable profit will be available against which the
deductible temporary difference can be utilised.

In case there is a legal enforceable right to set off current tax assets against current tax liabilities, deferred tax assets and deferred
tax liabilities are offset accordingly.

3.11 Employment Termination Benefits

In accordance with applicable law, the Company is obliged to make lump-sum payments to retiring employees or to employees 
whose employment is terminated without resignation or causes defined in labor law. The reserve has been calculated by estimating
the present value of future probable obligation of the Company arising from the retirement of the employees. The calculation was
based upon the retirement pay ceiling announced by the government.

3.12 Related Parties

The associates, shareholders, top managers and Board Members of the Company, in each case together with their families and 
companies controlled by or affiliated with them, are considered and referred to as related parties in the accompanying financial 
statements. Transactions with related parties for ordinary operations have taken place at prices compliant with market conditions.
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3         SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

3.13 Foreign Currency Transactions

Transactions in foreign currencies are translated into New Turkish Lira at the rates of exchange ruling at the transaction dates. 
Monetary assets and liabilities denominated in foreign currencies are translated with the exchange rate ruling at the balance 
sheet date. Gains and losses arising on settlement and translation of foreign currency items are included in the statements of income.

The closing and average YTL to US Dollar exchange rates for the periods are as follows:

3.14 Leases

The Company leases aircraft, engines, simulators, computer equipments and vehicles by financial leases or operational leases. 
Finance leases are reflected in the Company's balance sheet by recording leased assets and lease liabilities equal to the present
value of lease payments. The finance leased assets are depreciated over their useful lives. Operating leases are accounted for 
as operating expense when incurred.

3.15 Financial Instruments and Financial Risk Management

Fair value is the amount for which an asset could be exchanged or a liability settled, between knowledgeable, willing parties in 
an arm's-length transaction. Market value is the amount obtainable from the sale or payable on the acquisition, of a financial 
instrument in an active market, if one exists.

Financial Assets

The estimated fair values of financial instruments have been determined by the Company using available market information and
appropriate valuation methodologies. However, judgment is necessarily required to interpret market data to develop the estimated
fair value. Accordingly, the estimates presented here in may not necessarily be indicative of the amounts the Company could 
realize in a current market exchange.

Balances with banks, receivables, contingent liabilities such as letters of guarantee and letters of credit are important financial 
instruments which would have negative effects on the financial situation of the Company if the other party failed to comply with 
the terms and conditions of the agreement.

The fair values of certain financial assets carried at cost are considered to be representative of carrying values due to their short-
term nature.

The Company's principal financial assets are cash and cash equivalents, accounts receivable, due from related parties and available
for sale financial assets.

Book values of trade receivables and due from related parties along with the related allowances for uncollectibility are estimated
to be their fair value except for discount of these receivables to their present value when they hold significant credit periods.

Günefl Ekspres Havac›l›k A.fi. (“Sun Express”) and THY DO&CO ‹kram Hizmetleri A.fi. (“THY DO&CO”) are accounted for using the
equity method as the Company exercises a significant influence. Uçak Servisi A.fi. (“USAfi”) is classified as available for sale 
investments and changes in their fair value are recognized in shareholders' equity.

Financial assets, other than Sun Express, THY DO&CO and USAfi are stated at their cost since their fair values can not be measured
reliably.

Financial Liabilities:

Financial liabilities are classified according to the substance of the contractual arrangements. Significant financial liabilities 
include bank loans, financial lease obligations and accounts payable. Those denominated in foreign currencies are translated into
New Turkish Lira at the rates of change ruling at the balance sheet date.

Book values of accounts payable and due to related parties are estimated to reach their fair value, except discounting of these 
liabilities.

Financial expenses are accounted for on an accrual basis. Accounts and other payables and due to related parties are recorded 
at their nominal value, which approximates their fair value.

31 December 2006
31 December 2005

Closing Rate

1,4056
1,3418

Average Rate

1,4297
1,3405
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3         SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

3.15 Financial Instruments and Financial Risk Management (cont'd)

Credit Risk:

The Company's credit risk is primarily attributable to its trade receivables. The amounts disclosed in the balance sheet are net 
of allowances for doubtful receivables, estimated by the Company's management based on prior experience and the current 
economic environment. The Company has no significant concentration of credit risk, with exposure spread over a large number 
of counter parties and customers.

Price Risk:

> Currency Risk

The Company is exposed to exchange rate fluctuations between foreign currencies and New Turkish Lira due to the nature of its
business. The major part of the Company's ticket income is in Euro, US Dollar and New Turkish Lira and the major part of its 
expenses is in US Dollar and New Turkish Lira.

> Interest Risk

Some of the interest rates related to leasing transactions are based on LIBOR. Therefore the Company is exposed to interest rate
fluctuations on international markets. The Company does not have hedging transactions to limit currency and interest rate risks.

> Market Risk

The Company invests in treasury bills under short term reverse repurchase agreements or deposits to banks on a daily basis. 
Fair values of this kind of investments fluctuate depending on market conditions.

> Liquidity Risk

In general, tickets are sold in advance and transportation is provided later. Therefore, the Company takes advantage of collecting
revenue in advance and incurring transportation cost later. The Company also benefits from the difference between the collection
and the payment periods.

3.16 Offsetting

Financial assets and liabilities are offset and the net amount reported in the balance sheet when there is a legally enforceable 
right to set off the recognized amounts and there is an intention to settle on a net basis, or realize the asset and settle the liability
simultaneously.

3.17 Use of Estimates

The preparation of financial statements in conformity with International Financial Reporting Standards requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets 
and liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the period. Actual
results could differ from those estimations.

3.18 Earnings Per Share

Earnings per share disclosed in the consolidated statements of income are determined by dividing the net income by the weighted
average number of shares that have been outstanding during the period concerned.

In Turkey, companies can increase their share capital by making a pro-rata distribution of shares (“bonus shares”) to existing 
shareholders from retained earnings. For the purpose of earnings per share computations, such bonus shares are regarded as 
issued shares. Accordingly, the weighted average number of shares outstanding during the years has been adjusted in respect 
of bonus shares issued without a corresponding change in resources, by giving them retroactive effect for the period in which they
were issued and for each earlier year.
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Number of shares outstanding on 1 January (in full)
New shares issued (in full)
Number of shares outstanding on 31 December (in full)
Weighted average number of shares outstanding

during the period (in full)
Net profit for the period
Earnings per share (Ykr)

31 December 2006

175.000.000.000
-

175.000.000.000

175.000.000.000
178.991.899

0,102

  31 December 2005

175.000.000.000
-

175.000.000.000

175.000.000.000
93.223.288

0,053

4 SEGMENTAL REPORTING

4.1 Business Segments

The Company predominantly operates in one industry segment as of 31 December 2006; the primary businesses are air transportation
of passengers and cargo within, to or from Turkey and to supply maintenance service for aircrafts.

4.2 Geographical Segments

The revenue analysis is based on the destinations that the Company serves. All passenger fare and cargo revenue within Turkey
is attributed to the revenue from domestic services. Revenues from both scheduled and non-scheduled international flight are 
attributed to destinations' geographical areas.

5 CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprised the following:

Cash
Cheques received
Banks
Other liquid assets

31 December 2006

503.956
309.601

354.192.254
10.052.148

365.057.959

31 December 2005

195.489
138.532

477.065.690
5.510.844

482.910.555

Foreign currency bank balances are YTL 317.154.164 at 31 December 2006 (31 December 2005: YTL 295.610.051).

Time Deposits:

Amount

33.582.312
112.392.082

7.443.256

Currency

YTL
Euro

US Dollar

Opening Date

04.12.2006-29.12.2006
11.12.2006-29.12.2006

29.12.2006

Maturity

04.01.2007
04.01.2007-12.01.2007

04.01.2007

31 December 2006

33.582.312
208.093.940

10.462.241
252.138.493

Amount

170.390.000
31.653.000

149.163.000

Currency

YTL
Euro

US Dollar

Opening Date

22.07.2005-30.12.2005
30.12.2005

27.12.2005-30.12.2005

Maturity

02.01.2006-30.01.2006
02.01.2006

02.01.2006-30.01.2006

31 December 2005

170.390.000
50.249.138

200.146.913
420.786.051

Earnings per share is calculated by dividing net profit by weighted average number of shares outstanding in the relevant period:

3         SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

3.18 Earnings Per Share (cont'd)
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6 ACCOUNTS RECEIVABLE (NET)

Accounts receivable comprised the following:

Trade receivables
Discount on receivables (-)
Provision for doubtful receivables

31 December 2006

295.210.410
(3.361.677)

(18.447.881)
273.400.852

31 December 2005

210.448.412
(2.334.886)

(16.516.720)
191.596.806

7 DUE FROM RELATED PARTIES

Due from related parties (short-term) comprised the following:

Due from related parties (long-term) comprised the following:

THY DO&CO ‹kram Hizmetleri A.fi.
Sun Express

31 December 2006

19.833.398
1.485.215

21.318.613

31 December 2005

-
970.701
970.701

THY DO&CO ‹kram Hizmetleri A.fi.

31 December 2006

14.812.000
14.812.000

31 December 2005

-
-

Due from THY DO&CO ‹kram Hizmetleri A.fi. comprised of short and long term credit receivables at amounts of Euro 10.700.000,
Euro 8.000.000 respectively, in total Euro 18.700.000.

8 INVENTORIES

Inventories comprised the following:

Spare parts, flight equipments
Other inventories

31 December 2006

119.132.823
16.510.744

135.643.567

31 December 2005

70.078.750
14.595.913
84.674.663
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Prepaid sales commissions
Prepaid operating lease expenses
Tax to be refunded
Maintenance service income accruals
Interline passenger income accruals
Due from insurance firms
Foreign receivables from technical suppliers
Prepaid other expenses
Income accruals
Prepaid Eximbank USA guarantee and exposure fee
Business advances given
Prepaid rent expenses
Receivables relating to RJ aircraft modification
Personnel salary advance
Prepaid aircraft financing expense
Deferred insurance expenses
Due from personnel
Receivable from SITA deposit certificates
VAT deductible
Prepaid financial expense of bank borrowing
Receivables from tax office
Other receivables

31 December 2006

14.199.828
11.356.882

7.025.462
5.792.001
3.886.502
3.688.278
2.194.204
1.922.986
1.356.703
1.092.408

771.160
666.760

-
556.804
423.583
283.404
312.489
188.675

27.545
21.690
13.157

859.523
56.640.044

31 December 2005

11.268.599
5.314.180
2.965.389

10.127.094
3.843.430
3.192.141
1.557.088
2.726.288

-
1.092.408

95.989
574.125
560.516
375.337
487.846

6.787.420
278.853
155.882
437.170
740.124

13.194
351.884

52.944.957

9 OTHER SHORT TERM RECEIVABLES AND ASSETS

Other short-term receivables and assets comprised the following:

10 FINANCIAL ASSETS

The associates accounted for using the equity method are as follows:

Günefl Ekspres Havac›l›k A.fi. (Sun Express)
THY DO&CO ‹kram Hizmetleri A.fi.

31 December 2006

7.681.874
15.199.029
22.880.903

31 December 2005

17.490.282
-

17.490.282

Financial assets available for sale are as follows:

Uçak Servisi A.fi. (USAfi)
Appreciation/(diminution) in value of USAfi shares
Sita Inc.
Emek ‹nflaat ve ‹flletme A.fi.
France Telecom shares
Diminution in value of France Telecom shares
Other financial assets

31 December 2006

8.371.742
(3.631.623)

1.755.955
28.080

-
-
-

6.524.154

31 December 2005

8.431.536
3.021.190
1.755.955

28.080
21.133.047

(14.377.581)
1.354

19.993.581
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10 FINANCIAL ASSETS (cont'd)

Tender for the catering service was won by Uçak Servisi A.fi. (USAfi) and service agreement was signed on 1 January 2002. Based
on share transfer agreement made between USAfi's main shareholder Gate Gourmet Holding A.G. (GGH) and the Company, USAfi
will transfer its group B free shares corresponding to 15% of its total share capital to the Company. According to the agreement,
ownership of first 10% of shares was transferred on 21 June 2002, 1,25% of shares was transferred on 2 January 2003, 1,25% of 
shares was transferred on 2 January 2004, 1,25% of shares was transferred on 3 January 2005 and 1,25% of shares was transferred
on 2 January 2006 and the transfer was completed to 15%. Consequently, 1.567.500.000 shares corresponding to 15% of USAfi's 
share capital, transferred to the Company, were recorded to “financial assets” and “deferred income” accounts at market value 
of YTL 22.599.856. “Deferred income” amount is amortized to income during 5 years catering service agreement on a straight-
line basis. The Company has sold 342 million USAfi shares in 2003, 1.026 million shares in 2005 and 1.026 million shares in 2006
at ‹stanbul Stock Exchange.

USAfi gave 1.852.500.000 free shares to the Company based on the decision taken in Non-general Assembly held on 8 December
2004 related to the share capital increase originated from the inflation adjustment difference arising from capital restatement.
Sun Express's total assets and equity are YTL 85.513.379 and YTL 15.363.747 respectively at 31 December 2006. (31 December 
2005: YTL 69.014.975 and YTL 34.980.564).
THY DO&CO ‹kram Hizmetleri A.fi. was established with YTL 60.000.000 capital on 27 September 2006. THY DO&CO ‹kram Hizmetleri
A.fi.'s total assets and equity are YTL 107.915.720 and YTL 30.398.058 respectively at 31 December 2006.

Details of the Company's financial assets at 31 December 2006 are as follows:

Name of the Company

Günefl Ekspres Havac›l›k A.fi.
(Sun Express)

THY DO&CO ‹kram Hizmetleri A.fi.
Uçak Servisi A.fi.(USAfi)
Emek ‹nflaat ve ‹flletme A.fi.
Sita Inc.

Place of
Incorporation
and Operation

Turkey
Turkey
Turkey
Turkey

Holland

Ownership
Rate

50 %
50 %

3 %
0,3 %

Less than 0,1%

Voting
Power Rate

50 %
50 %

3 %
0,3 %

Less than 0,1%

Principal
Activity

Air transportation
Catering services

Catering
Construction

Information &
Telecommunication

Services

11 TANGIBLE ASSETS (NET)

Tangible assets comprised the following:

Tangible assets (net)
Advances given for other tangible assets

31 December 2006

3.145.244.807
6.712.224

3.151.957.031

31 December 2005

2.061.622.940
9.476.231

2.071.099.171
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12 INTANGIBLE ASSETS (NET)

Intangible assets comprised the following:

Cost
Opening balance 1 January 2006
Additions
Disposals
Closing balance 31 December 2006
Accumulated Depreciation
Opening balance 1 January 2006
Amortization charge for the period
Disposals
Closing balance 31 December 2006
Accumulated impairment
31 December 2006 net book value
31 December 2005 net book value

Rights

64.371.175
4.026.898

(6.609)
68.391.464

58.639.322
2.973.619

(3.008)
61.609.933

-
6.781.531
5.731.854

Leasehold  Improvements

20.088.256
615.908

-
20.704.164

19.459.931
420.122

-
19.880.053

-
824.111
628.324

Total

84.459.431
4.642.806

(6.609)
89.095.628

78.099.253
3.393.741

(3.008)
81.489.986

-
7.605.642
6.360.178

Prepayments for aircraft purchases
Advances given for operational leases

31 December 2006

358.335.473
4.414.740

362.750.213

31 December 2005

570.531.933
2.637.672

573.169.605

13 ADVANCES GIVEN FOR AIRCRAFT

14 OTHER LONG TERM RECEIVABLES AND ASSETS

Maintenance reserve for engines
Prepaid Eximbank USA guarantee and  exposure fee
Income accruals
Prepaid operating lease expenses
Deposits given
Prepaid aircraft financing expense
Receivables from SITA deposit certificate
Due from personnel
Other receivables

31 December 2006

5.707.606
4.796.966
3.747.430
3.670.910
2.037.873
1.723.667

985.359
986.372

-
23.656.183

31 December 2005

-
5.889.372

-
374.744

1.325.066
2.067.151

804.107
1.006.711

90.670
11.557.821

15 BANK BORROWINGS

Short-term bank borrowings comprised the following:

Bank Borrowings (*)
Other (**)

31 December 2006

4.481.158
373.497

4.854.655

31 December 2005

362.903.225
332.636

363.235.861
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15 BANK BORROWINGS (cont'd)

Long-term bank borrowings comprised the following:

Bank Borrowings (*)

31 December 2006

36.401.442
36.401.442

31 December 2005

-
-

(*) Short-term portion of long-term bank borrowing is as follows at 31 December 2006:

Bank Name Maturity Original Amount Interest Accruals YTL
          Akbank 15.08.2009 2.959.707 US Dollar          228.368 US Dollar 4.481.158

Long-term bank borrowing is as follows at 31 December 2006:

Bank Name Maturity Original Amount Interest Accruals YTL
Akbank 15.08.2009 25.897.440 US Dollar                        - 36.401.442

Bank Borrowings comprised the following short-term bank credit at 31 December 2005:

Bank Name Maturity Original Amount Interest Accruals YTL
T.‹fl Bankas› / 31.03.2006 270.000.000 US Dollar 459.998 US Dollar 362.903.225
Citibank NA London

 (**) Other bank borrowings consist of overnight interest-free borrowings obtained for settlement of monthly tax and social security
premium payments.

16 FINANCE LEASE OBLIGATIONS

Finance lease obligations are as follows:

Not later than one year
Between 1-5 years
Over 5 years

Less: Future interest expense
Principal value of future rentals shown

in the balance sheets

31 December 2006

293.245.257
1.029.508.045

725.608.135
2.048.361.437
(385.707.776)

1.662.653.661

31 December 2005

221.054.754
699.473.041
299.805.674

1.220.333.469
(184.509.789)

1.035.823.680

Represented by :
Current liabilities
Long term liabilities

Interest range:
Floating rate obligations
Fixed rate obligations

31 December 2006

218.720.799
1.443.932.862
1.662.653.661

1.530.403.463
132.250.198

1.662.653.661

31 December 2005

179.092.821
856.730.859

1.035.823.680

982.205.221
53.618.459

1.035.823.680

As of 31 December 2006, the US Dollar and Euro denominated lease obligations' interest rates for the fixed rate obligations are 
between 4,075% and 5,59%; and for the floating rate obligations are on a margin ranging between EURIBOR minus 0,01% and 
LIBOR minus 0,057% and LIBOR plus 3,0%.
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17 DUE TO RELATED PARTIES

Due to related parties (short-term) comprised the following:

Uçak Servisi A.fi. (USAfi)
Sun Express

31 December 2006

11.496.508
3.372.538

14.869.046

31 December 2005

7.563.830
459.029

8.022.859

18 OTHER SHORT TERM PAYABLES

Taxes and funds payable
Social security premiums payable
Debt to personnel
Other liabilities
Deferred income from USAfi shares transfer

31 Aral›k 2006

25.593.540
16.898.094

375.941
2.704.620

-
45.572.195

31 Aral›k 2005

16.204.908
14.840.062

276.417
1.373.121
5.257.836

37.952.344

19 DEPOSITS AND ADVANCES RECEIVED

Short term deposits and advances received comprised the following:

MCO advances
Advances received for mileage credit sales
Advances received for operating

and financial leases
Deposits and guarantees received
Special rent advances
E-pos ticket advance
Other advances received

31 December 2006

19.059.524
18.396.195

4.669.162
4.349.529
2.087.449

701.462
835.229

50.098.550

31 December 2005

16.262.840
21.649.478

1.151.059
3.715.141
3.413.900
9.675.611

544.625
56.412.654

Long term deposits and guarantees received comprised the following:

Deposits and guarantees received

31 December 2006

8.988.621

31 December 2005

7.124.266

20 PASSENGER FLIGHT LIABILITIES

Passenger flight liabilities comprised the following:

Flight liability resulting from ticket sales
Flight liability resulting from mileage sales

31 December 2006

218.648.685
63.480.305

282.128.990

31 December 2005

154.949.961
54.847.928

209.797.889



Deferred tax expense
Current period tax expense
Tax expense

31 December 2006

2.496.856
7.174.359
9.671.215

31 December 2005

45.868.744
-

45.868.744
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21 OTHER ACCRUED LIABILITIES

Other accrued liabilities comprised the following:

Frequent flyer program liability
Accrued salaries
Accruals for sales incentive premiums
Maintenance service expense accruals
Expense accruals of insurance premiums
Provisions for legal claims
Accruals for other expenses
Provisions for the other liabilities

31 December 2006

42.285.285
21.773.788
19.226.521
13.271.328
10.613.244

5.544.394
6.909.507

50.876
119.674.943

31 December 2005

30.577.262
17.993.508

6.684.627
12.585.613
10.468.387

9.202.870
4.347.361

347.266
92.206.894

22 MANUFACTURERS' CREDIT (NET)

Unearned income about manufacturers' credit comprised the following:

Gross manufacturers' credit
Accumulated amortization

31 December 2006

28.394.376
(1.596.533)
26.797.843

31 December 2005

19.690.997
(16.199.785)

3.491.212

23 TAXATION

Prepaid tax is as follows:

Provision for corporate tax payable
Prepaid taxes and funds

31 December 2006

7.174.359
(5.222.340)

1.952.019

31 December 2005

-
(13.363.884)
(13.363.884)

Tax expense is as follows:

Turkish tax legislation does not permit a parent company, its subsidiaries, joint ventures and associates to file a consolidated tax
return. Therefore, provisions for taxes, as reflected in these consolidated financial statements, have been calculated on a seperate-
entity basis.

Corporate Income Tax Law numbered 5520 was published in the official gazette numbered 26205 dated 21 June 2006 and came 
into effect immediately. Herewith, Corporate Income Tax Law numbered 5422 has been abolished.
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23   TAXATION (cont'd)

The corporation tax rate of the fiscal year 2006 is 20% (30% those for benefiting from investment allowances.) (2005: 30%). 
Corporation tax is payable at a rate of 20% on the total income of the Company after adjusting for certain disallowable expenses,
exempt income and allowances. The annual corporate income tax return is required to be filled in the period between the 1st and
25th days of the fourth month following the close of the related fiscal year. Payments can be made up until the end of the month
in which the tax return is to be filed.

In accordance with Income Tax Law Temporary Article 69, investment allowances available as of 31 December 2005 due to 
insufficiency of profit and transferable to next years; depending on taxpayers' choice can be deducted from the profits of 2006, 
2007 and 2008. Investment allowances can be forwarded to next years by restatement with WPI.

In case of benefiting from investment allowances, the Corporate Tax rate is 30 % instead of 20%. Taxpayers have the option to 
benefit from investment allowances in all the years 2006, 2007 and 2008 or in any of these years.

The parent company preferred to deduct the investment allowances of 2005 from the earnings in 2006. Therefore, the applicable
current corporate tax rate is 30%. However, since the parent company assumes that investment allowances will not be benefited
in 2007 and in the following years, and due to the fact that the deferred tax assets and liabilities are of long-term, deferred tax 
rate is applied as 20%.

Corporations are required to pay advance corporation tax quarterly, at the current rate on their corporate income. Advance tax 
is to be filed in the following second month's 14th day and and paid on 17th day. Advance tax paid by corporations is credited 
against the annual corporation tax liability. The balance of the advance tax paid may be refunded or used to set off against other 
liabilities to the government.

Under the Turkish taxation system, tax losses can be carried forward to offset against future taxable income for up to 5 years. 
Tax losses cannot be carried back to offset profits from previous periods.

In Turkey, there is no procedure for a final and definitive agreement on tax assessments. Companies file their tax returns within
the 25th of the fourth month following the close of the related financial year. Tax authorities have the right to audit tax declarations
and accounting records for 5 years, and may issue re-assessment based on their findings.

Except for the dividends paid to non-resident corporations, which have a representative office in Turkey, or resident corporations,
dividends that are paid to non-resident corporations or corporations exempt from taxation in accordance with Income Tax Law 
article 75 paragraph 2 lines (1), (2) and (3) are subject to withholding tax at the rate of 15%. An increase in capital via issuing bonus
shares is not considered as a profit distribution and thus does not incur withholding tax.

The Company recognizes deferred tax assets and liabilities based upon temporary differences arising from the differences between
its financial statements as reported for IFRS purposes and its financial statements prepared for tax purposes. These differences
generally result in the recognition of revenue and expenses in different reporting periods considering IFRS and tax legislation. 
The deferred tax rate is 20%.



Deferred tax assets
Deferred tax liabilities
Deferred tax assets / (liabilities), net

31 December 2006

158.971.576
(309.886.014)
(150.914.438)

31 December 2005

300.060.827
(392.414.313)

(92.353.486)
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Allowance for unrecoverable bank accounts
Allowance for doubtful receivables
Restatement of inventories
Diminution/(Appreciation) in value of financial assets
Short term lease obligations
Income and expenses relating to future periods
Expense accruals
Provision for advance ticket sales
Deferred income
Fixed assets
Long term lease obligation
Retirement pay liability
Manufacturers' credit
Discount on receivables
Discount on payables
Other
Unused investment incentives
Unused tax losses
Deferred tax liability

31 December 2006

-
494.424

-
1.543.298

25.180.043
220.206

7.237.010
(18.429.928)

-
(290.990.739)

100.292.302
23.460.981

-
672.335

(988.236)
393.866

-
-

(150.914.438)

31 December 2005

246
230.607
394.576

(666.579)
36.369.506

456.107
18.829.234

(22.186.612)
1.577.347

(368.749.380)
185.266.465

34.092.373
1.392.681

772.994
(811.742)

-
20.048.657

630.034
(92.353.486)

23   TAXATION (cont'd)

The deferred tax assets and liabilities as of 31 December 2006 and 2005, computed by applicable tax rate are as follows:

Movement in deferred tax liability is as follows:

Opening value of deferred tax liability
As a result of accounting policy change,

the effect on previous years deferred taxes
Total deferred tax liability
Current period deferred tax expense
Monetary gain on deferred

tax liabilities
Deferred taxes netted off from reserves
Current period deferred tax liability

31 December 2006

(92.353.486)

(54.192.117)
(146.545.603)

(2.496.856)

-
(1.871.979)

(150.914.438)

31 December 2005

(48.597.403)

-
(48.597.403)
(45.868.744)

2.112.161
-

(92.353.486)
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24  RETIREMENT PAY LIABILITY

Under labor laws effective in Turkey, employees who worked for at least one year are entitled to receive a lump sum payment 
when their employment is terminated without due cause or when they retire, completing 25 years of service (20 years for women),
are called up for military service or die. The amount payable consists of one month's gross salary per year of service. The gross 
salary is the salary at the date of termination, but subject to an upper limit of YTL 1.857 as at 31 December 2006 (31 December 
2005: YTL 1.727). The number of service years required before retirement is rising according to a sliding scale (60 for men, 58 
for women) based on new legislation enacted in 1999. Provision for retirement pay liability is not subject to any kind of funding 
and no funding is required. The total provision recognized in the financial statements represents the estimated present value of 
the vested benefit obligation.

Amounts recognized in the income statement as provision for retirement pay liability are as follows:

Movements in the provision for retirement pay liability in the balance sheet are as follows:

Current service cost
Interest cost

31 December 2006

13.449.887
6.493.785

19.943.672

31 December 2005

15.156.287
5.594.993

20.751.280

Provision at 1 January
Charge for the year
Payments during the period
Restatement effect
Provision at 31 December

31 December 2006

113.641.242
19.943.672

(16.280.004)
-

117.304.910

31 December 2005

104.312.102
20.751.280
(6.887.415)
(4.534.725)

113.641.242

The estimated value of the vested benefit obligation is discounted with an approximate rate of 5,71 % (31 December 2005: 5,61 
%) per annum considering the effect of increase in eligible pay and its limit.

25 SHARE CAPITAL

The ownership of the Company's share capital is as follows:

Republic of Turkey Prime
   Ministry Privatization
   Administration(*)
Others
Share capital (Historic)
Restatement effect
Restated share capital

Group

A, C
  A

%

49,12 (**)
  50,88 (**)

31 December 2006

85.963.662
89.036.338

175.000.000
1.825.994.542
2.000.994.542

%

75,18 (**)
24,82 (**)

31 December 2005

131.565.696
43.434.304

175.000.000
1.825.994.542
2.000.994.542

(*) 1.644 shares belonging to various private shareholders were not taken into consideration when the Company was included to
the privatization program in 1984. Subsequently, these shares were registered on behalf of Privatization Administration according 
to Articles of Association of the Company, approved by the decision of the Turkish Republic High Planning Board on 30 October 1990.
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25 SHARE CAPITAL (cont'd)

(**) The shares of the stock owned by Turkish Republic Privatization Administration are offered to the public between 16-18.05.2006
with the 12.05.2006 dated and 22/569 numbered allowance of CMB. The A group  registered shares with the total of YTL 50.312.500
(28,75% of the issued capital) which were sold in ‹stanbul Stock Exchange Whole Sales Market in 24.05.2006 with the nominal 
value of YTL 1 consists of  the 43.750.000 YTL amount of shares which is 25% of the total amount of the issued capital which is 
YTL 175.000.000 and the rest of the A Group registered shares consist of the additional selling amount of shares which is 15% of
the total amount of the public offering as well as which comes out to the 3,75% of the issued capital which is YTL 6.562.500. The 
Privatization Administration's share on capital approached to 49,12 percent after Privatization Administration had acquired the 
212.254 THY shares which are returned from credit sales.

As at 31 December 2005, the Company's issued and paid-in share capital consists of 174.999.999.999 Class A shares and 1 Class
C share, all with a par value of YKr 0.1 each. These shares are issued to the name. The Class C share belongs to the Republic of 
Turkey Prime Ministry Privatization Administration and has the following privileges:

Articles of Association 7: Positive vote of the Board member representing class C share and approval of the Board of Directors 
are necessary for transfer of shares issued to the name.

Articles of Association 10: The Board of Directors consists of seven members of which one member has to be nominated by the 
class C shareholder.

Articles of Association 14: The following decisions of the Board of Directors are subject to the positive vote of the class C Shareholder:

a) As defined in Article 3.1 of the Articles of Association, taking decisions that will negatively affect the Company's mission,

b) Suggesting change in the Articles of Association at General Assembly,

c) Increasing share capital,

d) Approval of transfer of the shares issued to the name and their registration to the “Share Registry”,

e) Making decisions or taking actions which will put the Company under commitment over 5% of its total assets considering the 
latest annual financial statements prepared for Capital Market Board per agreement (this statement will expire when the Company's
shares held by Turkish State is below 20%),

f) Making decisions relating to merges and liquidation,

g) Making decisions to cancel flight routes or significantly decrease number of flights except for the ones that cannot recover even
its operational expenses subject to the market conditions,

Articles of Association Temporary Article 1: Head of the Board of Directors, members of the Board of Directors, auditors and 
general manager meeting the conditions defined in law numbered 4046, are to be selected from candidates suggested by A group
shareholders, by the offer of Republic of Turkey Prime Ministry Privatization Administration and the approval of the Prime Minister
or authorized minister, as long as the Company's shares held by Turkish State are not below 50%. The article 315 of Turkish 
Commercial Code is applicable for the members representing non-public membership.

26 FOREIGN CURRENCY POSITION

Foreign currency risk arises from the change of the value of financial instruments due to change in exchange rates. The Company
has a foreign currency risk because of the foreign currency denominated debts. As of 31 December 2006, the Company does not
have derivative financial instruments to hedge its foreign currency risks. US Dollar, Euro and Sterling are the main currencies 
that make the foreign currency position of the Company.
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US Dollar

52.188.763
57.213.432

-
22.195.837

258.862
17.195.810

5.713.734
358.335.473
513.101.911

Euro

224.456.764
45.890.748
36.130.613

         5.925.829
646.499

            663.214
            851.424

-
314.565.091

Sterling

1.196.876
6.622.176

-
        391.830

2.208
          85.602
        142.857

-
8.441.549

Other

49.621.686
63.170.691

-
         3.405.956

-
            630.406

                    -
-

116.828.739

Total

327.464.089
172.897.047

36.130.613
        31.919.452

907.569
        18.575.032
          6.708.015
      358.335.473

952.937.290

31 December 2006

Foreign currency denominated assets
Cash and cash equivalents
Accounts receivable (net)
Due from related parties
Other short term receivables and assets
Inventories-advances given
Other long term receivables and assets
Advances given for the tangible assets
Advances given for the aircraft

US Dollar

4.481.158
188.669.421
136.325.448

35.939
24.844.873

347.062
83.219.383
31.060.789
36.401.442

1.099.716.929
26.797.841

468.075
1.632.368.360

(1.119.266.449)

Euro

-
30.051.378
59.587.132

3.334.160
1.750.914

497.785
49.932.897
12.624.873

                    -
344.215.933

-
6.876.034

508.871.106
(194.306.015)

Sterling

-
-

3.445.186
-

        182.317
126.712

9.969.729
680.470

                -
-
-

65.036
14.469.450
(6.027.901)

Other

-
-

51.144.189
-

1.295.452
156.487

46.375.047
3.555.226

                    -
-
-

1.579.476
104.105.877

12.722.862

Total

4.481.158
218.720.799
250.501.955

3.370.099
28.073.556

1.128.046
189.497.056

47.921.358
36.401.442

1.443.932.862
26.797.841

8.988.621
2.259.814.793

  (1.306.877.503)

31 December 2006

Foreign currency denominated liabilities
Bank borrowings (short term)
Financial lease obligations (short term)
Accounts payable (net)
Due to related parties
Deposits and advances received (short term)
Other long term payables
Passenger flight liabilities
Other accrued liabilities
Bank borrowings (long term)
Financial lease obligations (long term)
Gross manufacturers' credit (net)
Deposits and advances received (long term)

Net foreign currency position (*)

26 FOREIGN CURRENCY POSITION (cont'd)

The foreign currency position of the Company as of 31 December 2006 and 2005 in terms of YTL is as follows:

US Dollar

209.110.558
24.881.620

469.066
32.369.277

1.117.566
10.485.217

9.333.540
573.169.605
860.936.449

Euro

63.411.560
45.615.416

446.745
3.469.191

53.958
463.364

-
-

113.460.234

 Sterling

1.701.717
5.907.491

-
374.251

71.109
71.791

142.691
-

8.269.050

Other

27.041.304
40.429.558

-
9.138.411

18.599
414.991

-
-

77.042.863

Total

301.265.139
116.834.085

915.811
45.351.130

1.261.232
11.435.363

9.476.231
573.169.605

1.059.708.596

31 December 2005

Foreign currency denominated  assets
Cash and cash equivalents
Accounts receivable (net)
Due from related parties
Other short term receivables and assets
Inventories-advances given
Other long term receivables and assets
Advances given for the tangible assets
Advances given for the aircraft
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US Dollar

362.903.225
179.092.821

67.907.303
8.022.859

23.697.313
17.657.538
71.477.493

856.730.859
3.491.212

428.254
1.591.408.877

    (730.472.428)

Euro

-
-

54.755.274
-

1.970.250
6.848.702

76.609.577
-
-

5.270.953
145.454.756
(31.994.522)

Sterling

-
-

3.166.398
-

29.313
2.836.665

10.221.707
-
-

103.467
16.357.550
(8.088.500)

Other

-
-

27.703.755
-

315.965
4.149.043

41.047.092
-
-

1.321.592
74.537.447

2.505.416

Total

362.903.225
179.092.821
153.532.730

8.022.859
26.012.841
31.491.948

199.355.869
856.730.859

3.491.212
7.124.266

1.827.758.630
(768.050.034)

31 December 2005

Foreign currency denominated liabilities
Bank borrowings (short term)
Financial lease obligations (short term)
Accounts payable (net)
Due to related parties
Deposits and advances received (short term)
Other accrued liabilities
Passenger flight liabilities
Financial lease obligations (long term)
Gross manufacturers' credit (net)
Deposits and advances received (long term)

Net foreign currency position (*)

(*) Whereas, the Company seems to be in an open position based on its monetary assets and liabilities, as explained in Note 3.5, 
the Company values its aircraft, spare engines and simulators according to their US Dollar selling prices. In this respect, the 
Company's management is of the opinion that the Company's those tangible assets which are carried by their US Dollar values 
should also be considered in the overall evaluation of the sensitivity of the Company's assets and liabilities against the changes 
in foreign exchange rates. As of 31 December 2006, the value of aircraft, spare engines and simulators, which are carried by their
US Dollar selling prices, is YTL 2.747.836.474 (31 December 2005: YTL 1.916.522.751).

27 PROVISIONS, CONTINGENT ASSETS AND CONTINGENT LIABILITIES

a) Guarantees Given:

Amount of letter of guarantees given is YTL 55.363.981 as of 31 December 2006 (31 December 2005: YTL 38.040.225).

b) Purchase Commitments:

The Company has signed agreements for delivery of 59 aircrafts with delivery dates between years 2005-2008. 5 of above mentioned
aircrafts are delivered on 2005 and 23 of these aircrafts are delivered on 2006. Total value of these aircrafts is approximately US
Dollar 4,7 billion according to the list prices before any discounts applicable by aircraft manufacturers. The Company paid a deposit
of US Dollar 255 million as of 31 December 2006 related to these aircrafts.

c) Letters of comfort:

d) The Company's discounted retirement pay provision is YTL 117.304.910. The Company's liability for retirement pay would be 
approximately YTL 200.219.418 as of 31 December 2006, if all employees were dismissed on that date.

e) An investigation has been started in early 2006 simultaneously both at Europe and USA about many airlines, including major 
ones, on the fixed cargo fees by the USA Department of Justice Antitrust Division and European Antitrust Authorities. Included 
the context of this investigation, on 06 April 2006, USA Columbia District Court requested the company to present the information
and documents regarding the air cargo fees. Similar notifications were sent to other airlines mentioned, too.

Letters of comfort given to Sun Express

31 December 2006

US Dollar 2.900.000
 Euro 2.556.459

31 December 2005

US Dollar 2.900.000
Euro 2.556.459

26 FOREIGN CURRENCY POSITION (cont'd)



28 OPERATING LEASE COMMITMENTS

The future lease rental payments under operating leases are as follows:
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29 SEGMENTAL REPORTING

29.1. Total Assets and Shareholders' Equity

Not later than one year
Between 1-5 years
Over 5 years

31 December 2006

170.991.574
454.083.766
514.447.211

1.139.522.551

31 December 2005

118.983.335
200.387.903
100.928.325
420.299.563

Total Assets

Aviation
Technical service
Total
Eksi: Konsolidasyon eliminasyonlar›
Total shareholders' equity according to

consolidated financial statements

31 December 2006

4.549.181.209
386.413.786

4.935.594.995
(329.153.918)

4.606.441.077

31 December 2005

3.826.193.031
-

3.826.193.031
-

3.826.193.031

Shareholders' Equity

Aviation
Technical service
Total
Less: Eliminations of consolidation
Total assets according to consolidated

financial statements

31 December 2006

1.584.187.981
320.873.605

1.905.061.586
(291.616.550)

1.613.445.036

31 December 2005

1.253.790.036
-

1.253.790.036
-

1.253.790.036

29.2. Main Operating Revenues

Aviation
Technical service
Toptal
Less: Eliminations of consolidation
Total main operating revenues according to

consolidated financial statements

01 Jan. 2006-
31 Feb. 2006

4.018.642.660
354.802.097

4.373.444.757
(323.468.454)

4.049.976.303

01 Jan. 2005-
31 Feb. 2005

3.139.178.553
-

3.139.178.553
-

3.139.178.553
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29 SEGMENTAL REPORTING (cont'd)

 29.3. Main Operating Expenses (-)

Aviation
Technical service
Total
Less: Eliminations of consolidation
Total main operating expenses according to

consolidated financial statements (-)

01 Jan. 2006-
31 Feb. 2006

(3.975.035.477)
(320.739.466)

(4.295.774.943)
320.176.601

(3.975.598.342)

01 Jan. 2005-
31 Feb. 2005

(3.054.728.897)
-

(3.054.728.897)
-

(3.054.728.897)

30 EVENTS SUBSEQUENT TO THE BALANCE SHEET DATE

a) The collective bargaining agreement between THY and Turkish Civil Aviation Labour Union ended at 31 December 2006. The 
collective bargaining agreement meetings have been continuing as of report date.

b) Market price of 1.026.000.000 USAfi shares, which are traded in ‹stanbul Stock Exchange, and included in the financial investments
available for sale as of 19 April 2007, has decreased from YTL 4,62 at 31 December 2006 to YTL 3,68 at 19 April 2007. Hence, the 
total market value of these shares increased by YTL 964.440 compared to balance sheet date.

31 OPERATING REVENUES

Operating revenues comprised the following:

Scheduled flights
Passenger
Cargo and mail

Other revenues
Non-scheduled flights
Total operating revenues

31 December 2006

3.496.322.502
318.081.256
197.484.831

38.087.714
4.049.976.303

31 December 2005

2.717.095.846
           269.339.731

121.321.203
31.421.773

3.139.178.553

Geographical details of revenue from the scheduled flights are as follows:

Europe
Far East
Middle East
North America
North Africa
Middle Africa
West Africa
Abroad

Domestic
Total revenue from the scheduled flights

31 December 2006

1.619.075.397
677.132.939
354.450.880
187.696.225

92.325.647
8.026.229
4.646.894

2.943.354.211

871.049.547
3.814.403.758

31 December 2005

1.280.800.250
491.566.887
286.121.764
155.834.997

78.602.574
-
-

2.292.926.472

693.509.105
2.986.435.577
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32 OPERATING EXPENSES (-)

      Operating expenses comprised the following:

Cost of Sales (-)

Fuel expenses
Staff expenses
Depreciation expenses
Landing and overflight expenses
Maintenance expenses
Handling expenses
Passenger service and catering expenses
Operating lease expenses
Insurance expenses
Aircraft wet-lease expenses
Other rent expenses
Communication expenses
Service expenses
Other taxes
Lighting, heating and water expenses
Transportation expenses
Cost of other sales

31 December 2006

1.106.553.053
606.948.477
336.274.426
332.533.505
226.210.009
193.980.518
178.470.351
173.603.826

42.638.453
10.703.448
10.702.230

8.418.467
6.881.500
4.806.297
3.040.590
2.335.751

18.487.015
3.262.587.916

31 December 2005

735.752.048
        528.249.062

297.770.441
247.780.680
138.128.759
159.531.910
148.563.895
101.903.865

51.914.206
10.575.369
15.151.215

8.043.138
7.014.244
5.164.437
3.842.818
2.705.369
6.392.867

2.468.484.323

Sales and marketing expenses (-)

Commission and promotion expenses
Staff expenses
Reservation system expenses
Other renting expenses
Advertisement expenses
Communication expenses
Code share expenses
Service expenses
Passenger service and catering expenses
Transportation expenses
Other taxes
Lighting, heating, energy and water expenses
Maintenance expenses
Fuel expenses
Software and computer equipment expenses
Insurance expenses
Depreciation expenses
Other sales and marketing expenses

31 December 2006

257.909.410
143.569.983

71.684.061
16.816.907
14.998.735
14.408.370
14.202.646

9.484.523
5.664.104
4.652.765
4.288.302
1.828.496
1.204.158

783.485
681.903
392.860
241.396

15.519.436
578.331.540

31 December 2005

         214.501.933
         126.781.998
           56.047.954
           13.354.869
             7.673.850
           13.544.727

       2.075.866
             8.291.621
             4.444.829
             5.084.273
             4.157.010
             1.507.183
             1.068.664
                531.717
                646.166
                292.405

-
           13.403.148

473.408.213
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General administrative expenses (-)

Staff expenses
Depreciation expenses
Other taxes
Maintenance expenses
Service expenses
Other renting expenses
Software and computer equipment expenses
Communication expenses
Commission and promotion expenses
Lighting, heating, energy and water expenses
Insurance expenses
Fuel expenses
Other general administrative expenses

Total operating expenses

31 December 2006

80.966.019
13.476.761

6.054.153
4.869.631
4.432.819
4.425.143
4.421.994
3.533.695
3.128.220
1.547.531

992.138
199.910

6.630.872
134.678.886

3.975.598.342

31 December 2005

        72.771.686
13.984.912

3.760.074
3.921.390
2.034.056
1.257.747
3.536.043
2.483.204
2.259.052
1.659.631

402.356
223.809

             4.542.401
112.836.361

    3.054.728.897

33 FINANCIAL EXPENSES (NET) (-)

Financial income/ (expense) comprised the following:

Foreign exchange gains
Interest income
Discount income
Income from financial investment accounted

per equity method
Financial income

31 December 2006

643.998.988
25.766.202

881.913

-
670.647.103

31 December 2005

        211.917.117
42.433.556

596.515

784.282
255.731.470

Foreign exchange losses
Financial lease interest expense
Loss from financial investment accounted

per equity method
Interest expenses for bank borrowings
Retirement pay interest cost
Discount expense
Diminution in value of financial assets
Other financial expense
Financial expense
Financial income / (expense) (net)

31 December 2006

(621.821.787)
(71.807.751)

(11.960.380)
(10.078.109)

(6.493.785)
-
-

(748.542)
(722.910.354)

(52.263.251)

31 December 2005

       (241.601.663)
(45.658.088)

-
(12.163.552)

(5.594.993)
-

(5.779.778)
(2.220.372)

(313.018.446)
(57.286.976)

32 OPERATING EXPENSES (-) (cont'd)
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34 INCOME FROM OTHER OPERATIONS

Income from other operations comprised the following:

35 LOSS FROM OTHER OPERATIONS

Loss from other operations compirised the followings:

Change in provision for diminution in value of fixed assets
Dividend income
Discounts received from spare parts suppliers
Reversal of unnecessary provision
Cost free materials income
Compensation received
Profit on sale of marketable securities
Yap› Kredi protocol income
Manufacturers' credit income
Gain on sale of fixed assets
Other

31 December 2006

133.681.763
15.102.947
11.932.007

8.224.104
6.489.584
6.291.637
5.491.073
2.964.893

921.667
109.463

25.921.811
217.130.949

31 December 2005

      59.560.153
8.356.877

10.555.819
10.751.884

5.109.245
3.517.714
3.579.775
2.664.604
1.774.210
3.035.861

            2.109.748
          111.015.890

Provision expenses
Indemnity and penalty expenses
Loss on sale of marketable securities
Expenses incurred for passengers with no visas
Loss on sale of fixed assets
Other expenses

31 December 2006

30.935.262
8.256.573
2.203.869
1.425.731

331.724
7.429.386

50.582.545

31 December 2005

      24.385.555
272.027

-
800.524

-
1.701.797

27.159.903

36 TRANSACTIONS WITH RELATED PARTIES

Transactions with related parties comprised the following:

Services rendered to Sun Express
Services rendered to USAfi

31 December 2006

4.926.339
461.158

5.387.497

31 December 2005

     3.682.604
376.002

4.058.606

Services received from USAfi
Services received from Sun Express

31 December 2006

98.159.997
11.667.348

109.827.345

31 December 2005

     80.172.618
873.363

81.045.981
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36 TRANSACTIONS WITH RELATED PARTIES (cont'd)

Dividend received from related parties:

Sun Express
Uçak Servisi A.fi. (USAfi)
Emek ‹nflaat ve ‹flletme A.fi.
France Telecom

31 December 2006

14.350.920
409.135

103
342.789

15.102.947

31 December 2005

     7.066.005
1.131.509

69
159.294

8.356.877
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Available Seat-Kilometer: Is the figure derived by multiplying the available seats and flown kilometers in
every flight leg.

This is the figure derived by multiplying the carried paying passengers and flown
kilometers in every flight leg.

Paying Passenger-Kilometer:

Is the figure derived by multiplying the paid load capacity (passenger, baggage,
cargo and mail) the aircraft may carry on that line and the flow kilometers.

Available Ton-Kilometer

Is the figure derived by multiplying the tonnage of paid load carried  (passenger,
baggage, cargo and mail) and flown kilometers in every flight leg.

Paid Ton-Kilometer:

Is the ratio of Paid Passenger-Kilometer to Available Seat-Kilometer and expresses
the use as percentage of the available seat capacity.

Passenger Occupancy Rate

Is the ratio of Paid Ton-Kilometers to Available Ton-Kilometer and expresses the
available load capacity (passengers inclusive) as a percentage.

Load Loading Factor

Is the sum of passengers carried from point to point under separate flight numbers
which bring commercial income to the airline.

Paying Passengers

Is the time period elapsing between the moment the aircrafts runs its engines for
takeoff and the moment it stops its engines after touch down.

Block Hour

Is the figure derived by multiplying the number of paid flights and flown kilometers.Flown Kilometers

Is the figure derived by dividing the number of same type of aircraft in the fleet based
on type of aircraft and total paid flight hours of aircraft by the number of hours held
in service.

Average Daily Aircraft Utilization
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