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1. PURPOSE

The Corporate Governance Maturity Index was created to measure the corporate
governance maturity of companies whose stocks are traded on Borsa Istanbul A.S. (BIST)
and that submit a Corporate Governance Compliance Report to KAP within the scope of the

Corporate Governance Communiqué.

2. DEFINITIONS

KAP: Public Disclosure Platform (KAP), is an electronic system through which electronically
signed notifications required by the capital markets and Borsa Istanbul regulations are

publicly disclosed.

Corporate Governance Compliance Report (CGCR): The document sent annually to KAP

within the scope of the Capital Markets Board regulations and reporting the status of

compliance with voluntary principles,
CGML: Corporate Governance Maturity Level,

CMB: Capital Markets Board,

Communique: Corporate Governance Communiqué numbered II-17.1 of the Capital
Markets Board.




3. GENERAL RULES

3.1. Scope

Companies whose stocks are traded in Borsa Istanbul Equity Market and subject to

corporate governance reporting within the scope of the Communique are the constituent

of index.

The following companies are excluded:

e Companies that have foreign capital market instrument issuer status within the

scope of CMB regulations,

e Companies with special accounting periods.

In addition, companies whose sectional CGML values cannot be calculated due to

incomplete publication of data are not included in the index calculation.

3.2. Calculation and Publication Period of the Index

The index is calculated once a year, following the last submission date of the annual
financial statements to KAP, and is published as of the end of April (The publication date
of the index may also change due to a change made by the CMB regarding the final
submission date of the annual financial reports). Taking into account the changes made in
CGCRs and additional CGCRs published during the year, the declared index values are

updated at the end of January of the following year.

3.3. Starting Period of Index

The starting period of Index is 2019, the year of which the 2018 data of CGCRs started to

be announced for the first time in analyzable format.

Siniflandirma:




4. CALCULATION METHOD

4.1. Index Calculation Methods and Rules

CGCR consists of 4 sections and a total of 68 principles. The sections, the number
of principles they contain and the weights determined for the sections within the

scope of corporate governance rating by CMB's Decision dated 01.02.2013 and

numbered 4/105, are listed below.

Sections

Number of Principles

Weights (%)

Shareholders

17

25

Public Disclosure

5

25

Stakeholders

21

15

Board of Directors

25

35

For the implementation of each principle, one of 5 different answers is given: "Yes",

"No", "Partly", "Exempt" and "Irrelevant".

3-point Likert is used to calculate the index and evaluate the answers given. In this
context, the answer given for each principle is graded as 100 for "Yes", as 66.66

for "Partially", as 33.33 for "No", while "Exempt" and "Irrelevant" are not graded.

Section grades are calculated by averaging the principle scores for each company.

Section grades are multiplied by the weights of the sections to find the weighted

grade of the section.

The company's CGML is determined by totalling the weighted scores of sections.

The index figure for that year is calculated by taking the average of all companies.

The index can have a maximum value of 100 and a minimum value of 33.33.

In the calculation of the index, CGCRs disclosed to the public on KAP as of the
calculation date are used. Corrections made until the calculation date are taken into
account, however, due to reasons such as corrections made after the announcement

of the index, additional time being taken, late announcement of the report, a new




retrospective calculation regarding the reports announced after the index

calculation is not done. The provision of article 3.2 is reserved.
e Indexes are calculated and announced as two digits after the comma.
4.2. Index Calculation Formula

In the calculation of the Corporate Governance Maturity Index, the "Corporate Governance
Maturity Index Model" developed in the doctoral thesis titled "Factors Affecting the
Corporate Governance Maturity Level and Analysis of the Digital Maturity Level: Research

on Companies Traded in Borsa Istanbul" was used.?!

CGML calculation regarding the Corporate Governance Maturity Index measurement is

made as follows.

nPN_.
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SN: Section Grade

PN: Principal Grade

n: Number of Principles Graded in the Section
k: Related Section

CGML;y = (0,25 % SN(15y) + (0,25 * SN(2y) + (0,15 % SN(3y) + (0,35 % SNy )

CGML¢: (i) Company's Corporate Governance Maturity Level
SNe,» : (i) Company's Shareholders' Section Grade

SN, : (i) Company's Public Disclosure Section Grade
SN,y : (i) Company's Stakeholders Section Grade

SN, : (i) Company's Board of Directors Section Grade

. CGML ,
i=1 (i,t)

CGMLy,¢) : Corporate Governance Maturity Level of company (i) in year t
t : Year of index calculation
n : Number of companies included in the index

! Arika n, E. (2022), Corporate Governance Maturity Index Model" developed in the doctoral thesis titled "Factors Affecting
the Corporate Governance Maturity Level and Analysis of the Digital Maturity Level: Research on Companies Traded in Borsa
Istanbul. (June 2023) https://www.vap.org.tr/sites/default/files/2023-05/kurumsal-yonetim-olgunluk-doktora-tezi-
2022.pdf.




. Corporate Governance Maturity Index Calculation Example

Company Sharehold
ers Grade

Public
Disclosure
Grade

Stakehold
ers Grade

Board of
Director
s Grade

Company Grade

97

95

89

90*0.25 + 97*0.25 + 95*%0.15 + 89*0.35 = 92.15

90

88

92

85%*0.25 + 90*0.25 + 88*0.15 + 92*0.35 = 89.15

80

75

72

77*0.25 + 80*0.25 + 75*0.15 + 72*0.35 = 75.70

92

90

88

95%0.25 + 92*0.25 + 90*0.15 + 88*0.35 = 91.05

95

98

93

100*0.25 + 95*%0.25 + 98*0.15 + 93*0.35 = 96.00

67

56

54

50*0.25 + 67*0.25 + 56*0.15 + 54*0.35 = 56.55

80

90

85

82%*0.25 + 80*0.25 + 90*0.15 + 85*0.35 = 83.75

INDEX VALUE (AVERAGE)

83.48

5. MONITORING AND MANAGEMENT OF THE INDEX

Procedures for calculating the index are carried out by the Directorate responsible for the

operation of KAP.

Implementation in matters not regulated in the Corporate Governance Maturity Index Rules

is determined by the General Directorate of the Merkezi Kayit Kurulusu (CSD of Turkey).

For any questions regarding the Corporate Governance Maturity
Index, you can contact kapdestek@mkk.com.tr.




