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Misyonumuz

Tiirk Otomotiv Sanayi'nde atil kapasite olusumuna izin vermeyecek fason iiretim modelini olusturmak ve bu modeli kullanarak

bir¢ok farkli marka igin tretim yapmak suretiyle ihracata yénelmek.

Vizyonumuz

Ana markamiz Peugeot'nun yani sira bir¢ok farkli markayi ayni anda tireten, her tiirlii teknik kapasitesini Tiirkiye'nin ve diinyanin
6nde gelen otomotiv kuruluslarinin kullanimina agmis, 6zel tirtinleri de tiretebilecek esnek bir tretici konumu ile Tiirk Otomotiv

Sanayi'nde fason iiretim modelinin lideri olmak.

Our Mission

To protect the Turkish Automotive Industry from idle capacity by developing the sub-contracting model and to focus on exports by using

this model to produce for various different brands.

Our Vision

To be the Turkish Automotive Industry's leading sub-contract producer, flexible enough to produce its main brand Peugeot, under the
same roof with various other brands, offering Turkey and the world's leading automotive institutions cutting edge technical production

capacity.
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inan KIRAC {

Karsan Otomotiv Sanayii ve Ticaret A.S.
Yénetim Kurulu Ba§kan|

Chairman of the Board




Yonetim Kurulu Baskan’nin Mesaji

Degerli Hissedarlarimiz,

2004 yilinda ekonomide gériilen belirgin iyilesme stiphesiz ekonomik programin getirdigi istikrar ve azalan belirsizligin sonucu
gergeklesebilmistir. Mali disiplin ve bagimsiz para politikalari ile olumlu seyrine 3 yil Uist tiste buyiiyerek devam eden ekonomimizde,
uluslararasi hammadde fiyatlarindaki artiglar, ABD faiz arttirimlari, cari islemler agigi gibi bazi hususlar zaman zaman tansiyon
yaratmissa da olumlu beklentiler gelecek dénemler i¢in de muhafaza edilmektedir.

Dis politikada |7 Aralik’ta alinan kararlarla birlikte, Tirkiye’nin AB uyeligi siirecinde dnemli mesafe alinmis, Tirkiye’nin AB
yonii netlesmis ve Uyeliginin karsilikli fayda saglayacag diisiincesi gliclenmistir.

Ancak tiim bu olumlu gelismelere ragmen Tiirkiye’nin en biiyiik iktisadi ve toplumsal sorunu olan igsizlik durumunda gézle

gortlur bir degisiklik olmamis, neticede yaganan biiyiime sonucu yeterli istihdam saglanamamistir.

Ayrica stratejik konumumuz itibariyle bélgemizde ve gevremizde yasanan gerginlikler ekonomimize ve bélge istikrarina bir
tehdit unsuru olmaya devam etmektedir.

Genel anlamda olumlu olarak tanimlanabilecek bu dénemde iilkemizin lokomotif sektdrii olan otomotiv, 823 bin adet uretim,
754 bin adetlik i¢ pazar ve 508 bin adetlik ihracat ile Giretimden satisa, ihracattan istihdama kadar her alanda rekordan rekora
kosmus ve 10 milyar USD’lik ihracat ile bu yil da tilkemize en biiyiik 2. déviz girdisini saglamistir.

2004 yilinda ticari arag tiretimi 376 bin adetle en yiiksek seviyeye ulasmis, toplam hafif arag ihracati 203.337 adet ile 2003 yilina
gére % 52 artmistir. Uretilen otomobillerin % 68'i, ticari araglarin %54’ti ihrag edilmistir. 447 bin olarak kayitlara gegen otomobil
retimi ise 2004 yilinda % 52’lik bir artig yakalamistir.

Message From the Chairman of the Board of Directors

Esteemed Shareholders,

The appreciable improvement in the economy in 2004 was realized, without a doubt, due to the stability brought by the economic

program and the reduction in uncertainty. Our economy, which grew incrementally in three years in a row due to the positives brought
by financial discipline and independent monetary policies, was negatively affected from time to time by increases in global raw material
prices, increases in US interest rates, current account deficits and other factors, but positive expectations are still in effect for the future.

In foreign policy, with the decisions of December |7, important steps were taken in Turkey's membership time span to join the EU,
Turkey's EU direction has become clear and the notion that membership will be beneficial has been strengthened.

In spite of all these positive developments, there hasn't been a visible change in Turkey's most important economic and social problem,
unemployment. Thus, the growth has not produced sufficient employment.

Further, because of our strategic location, the stressful situation in our region and in close proximity continue to pose a threat to our
economy and the stability of the region.

In this period of overall positiveness, the automotive sector, which is considered the engine of growth in our country, produced 823
thousand units, sold 754 thousand in the domestic market, exported 508 thousand, and broke records in production, sales, exports
and employment, while earning the second highest export revenue with $10 billion foreign sales.

In 2004, commercial vehicle production of 376 thousand has reached its highest level, while total light vehicle exports of 203.337 showed
an increase of 52% as compared to 2003. Out of total production, 68% of passenger cars and 54% of commercial vehicles were
exported. Passenger car production, recorded at 447 thousand, showed an increase of 52% for 2004.
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Sektor igin son derece olumlu gecen 2004 yilinda Karsan da biiyiik bir atilim yapmistir. Karsan agisindan fasonculuk stratejisinin
tamamen hayata gectigi ve bunun olumlu sonuglarinin sirketin mali tablolarina ve piyasa degerine yansidigi bir yil olmustur.
Rakamlarla ifade edecek olursak Karsan 2003 yilinin tamaminda toplam 8.231 adet arag satmisken, 2004 yilinda 17.003 adet
satarak % 107’lik bir biiytime yakalamistir. Bu biiyiimeye paralel olarak 2003 yilinda 121 milyon USD olan toplam ciro, 2004
yilinda 281 milyon USD’ye ¢ikarak % 132’lik bir artis géstermistir.

Karsan’in fabrikasinda yerli olarak iiretilmeye baglanmis mevcut 3 Partner versiyonuna ilave olarak 2004 yilinda Partner iirtin
gamina yeni versiyonlar katilmistir. 2.0 HDI Kombi Van versiyonu Haziran ayinda, Partner 1.9 D Comfort versiyonu Temmuz'da,
Partner Adventure versiyonu Kasim’da ve en son versiyonu Partner 1.4 Kombi Van versiyonu ise Aralik’ta tretilmeye baslanarak
iiriin yelpazesi genisletilmistir. Buna paralel olarak 2004 yilinda Partner iiretim ve satis adetlerinde ¢ok ciddi artig yasanmistir.
Gegen yilin tamaminda 4.642 adet Peugeot Partner satilmigken, 2004 yili sonunda bu rakam % 266’lik bir artisla 12.358 adet olmustur.

Ayrica, Karsan’in stratejik triini olan J9'un cesitliligi arttirilmis ve yeni versiyonu olan 2.8 Di ABS Agustos ayinda piyasaya
stirtilmustir. Boylece diger ]9 modellerine gére yeni aragta motor giicli arttirilmis, guivenligi takviye edilmis ve yakit tiiketimi
diisiirtilerek ekonomik hale getirilmistir. Pazarda artan fiyat rekabetine, rakip yeni triinlere ve dusiik déviz kuru etkisine ragmen
2003 yilinda toplam 3.178 adet |9 satilmisken, bu rakam 2004 yilinda % 46’lik bir artigla 4.644 adede ulagmistir.

2003 yilinda Peugeot’nun yanisira bagka markalarla da isbirligi yapmak lizere gesitli anlasmalara atmis oldugu imzalarla Karsan,
2004 yilinda Fiat’'a kalip imalati; Renault, Toyota, Ford ve Tofag gibi birgok iireticiye muhtelif kanallardan kataforez kaplama,
sac parga basimi gibi teknik hizmetler vermekle yeni stratejisini uygulamaya koymustur. Daha sonra Peugeot Boxer, Fiat Ducato
ve Citroen Jumper van tipi ticari araglarin Avrupa pazari icin minibiise ¢evrimine, Ukrayna’da Karsan markasi altinda SKD |9
iretimine, Fiat Doblo’nun gévde pargalarinin Karsan’in preshanesinde basilmasina, Renault askeri kamyonlarin kabin tiretimine
ve en son olarak da Ford Otosan ile kabin boyama isine iliskin anlagmalari imzalayarak Karsan fasonculuk kimligini tam olarak
ortaya ¢ikartmistir. Yilda Karsan’a yaklagik 30 mn $ ek ciro getirecek bu anlagmalarin tamami 2004 yilinda hayata gegmistir.

Karsan also made great strides in 2004 which was extremely positive for the sector. For Karsan, 2004 was the year which the contract
manufacturing strategy was totally brought to life and the results of this were reflected in the financial tables and market value of the
company. Expressed in numbers; while Karsan sold only 8.23 1 vehicles in all of 2003, it increased sales by 107% by selling 17.003
units in 2004. Parallel to this growth, while total sales revenue was $12 1 million in 2003, it increased by 132% to $28 1 million in
2004.

In addition to the existing 3 Partner versions domestically produced at the Karsan factory, new versions were added to the Partner
product line in 2004. Introducing the 2.0HDI Kombi Van in June, Partner 1.9 D Comfort version in July, Partner Adventure version in
November and, the last version, Partner |.4 Kombi Van in December expanded the product array. Parallel to this, significant increases
were realized in Partner production and sales in 2004. While Peugeot Partner sales for the entire 2003 were 4.642, this figure went
up to at 12.358 at the end of 2004, with a 266% increase.

Additionally, the choices in Karsan's strategic product, the |9, were expanded and the new version, 2.8 Di ABS, was marketed in August.
Thus, in comparison to other |9 models, the new vehicle has a more powerful engine, an enhanced security and greater fuel efficiency.
In spite of increased price competition in the marketplace, new competitive products and the impact of exchange rates, sales of the |9
increased by 46%, from 3.178 to 4.644.

Karsan, which signed various agreements in 2003 to partner with other brands alongside of Peugeot, put its new strategy into action
by producing die for Fiat, providing technical services such as cathophoresis coating and steel parts pressing from various channels to
producers such as Renault, Toyota, Ford and Tofas. Later, by signing agreements to convert the Peugeot Boxer, Fiat Ducato and Citroen
Jumper van-type commercial vehicles to minibuses for the European market, to produce the |9 under the Karsan brand in the Ukraine,
to produce Fiat Doblo's body parts in Karsan's press shop, to produce cabins for Renault military trucks and, lastly, to paint cabins for
Ford Otosan, thus fully displaying Karsan's contract manufacturing personadlity. These agreements, which will bring $30 million in additional
revenue, were fully implemented in 2004.



J9 minibislerinin en 6nemli ihracat pazari olan Cezayir’de homologasyon problemi agilmis, homologasyon normlarini yakalamak
icin tedarikgiler nezdinde ¢aligmalar tamamlanmis ve ihracat yeniden baslamistir. |9 aracinin SKD/CKD iiretiminin farkl
lokasyonlarda yapilmasina yonelik katma degeri yiiksek projeler icin Misir ve iran gibi iilkeleri giindemimize almig bulunuyoruz

ve goriismelere devam ediyoruz.

Sonug olarak Karsan'in hedeflerini biiylik dl¢tide tutturmus, fasonculuk stratejisini tamamen hayata gegirmis ve bunun meyvelerini
mali sonuglar agisindan da almaya baslamis oldugunu gérmek 2004 yilinda tiim hissedarlarimizi sevindiren en 6nemli gelisme olmustur.

2005 yilinda hedefimiz seri sonu modeller, nis riinler ve teknik hizmetler alaninda biiytiyerek yepyeni modellerle gelismemizi
devam ettirmek olacaktir. Tasarim ve mihendislik alanlarinda becerilerimizi daha da arttiracagiz. 2005 yilini 17.500 adet arag
satigina paralel olarak, yeni projelerin de devreye girmesiyle 260 milyon USD ciro ve 25 milyon USD ihracat geliri elde ederek
bitirmeyi hedefliyoruz. Bdylece 2005 yili fasonculuk stratejimizin olgunlastigl, ]9’un yeni yiizii ile pazara ¢iktig, yeni proje ve
modellerle daha da buyudugimiiz bir yil olacaktir.

Bugiine kadar yaptiklarimizla ekibimle birlikte koymus oldugumuz hedeflerin gergeklesmekte oldugunu gérme sansini yasadik
ve hem Tiirk Otomotiv Sanayi’ne, hem Tiirkiye'ye, hem de sekttre ¢ok biiyiik menfaatler saglamaya baglamis olduk. Ugrasimiz

durmadan ve yilmadan devam edecek olup rekabetin gerekleri 6niimiizdeki donem ve gelecekte de yerine getirilecektir.

2004te tiim insanhg tiziintiiye bogan dogal felaketleri, kazalari ve terdri bir daha yasamamak, mutluluklari ve nice yeni basarilari
birlikte kucaklayabilmek timidiyle....

Saygilarimla,
inan Kirag inan KIRAC
- % < Y 7, Karsan Otomotiv Sanayii ve Ticaret A.S.
! Yonetim Kurulu Baskani

The homologation problem in Algiers, the most important export market for the |9, has been solved, work has been completed to catch
the homologation standards with suppliers, and exports have resumed. We have put on our agenda the production of the |9's SKD/CKD
at various locations such as Egypt and Iran for projects with high value-added and are involved in negotiations.

In summary, the most heartening development of 2004 has been the fact that Karsan has mostly met its targets, fully implemented its
contract manufacturing strategy and has seen the fruits of this in financial results.

Our target for 2005 is to expand by growth in sales of previous season models, niche products and technical services and continue our
development with brand new models. We will expand our capabilities in design and engineering. We expect to finish 2005 with 17.500
vehicle sales and, with the implementation of new projects, a $260 million sales revenue and $25 million export revenue. Thus, 2005
will be the year when our contract manufacturing strategy matures, the |9 is marketed with a new face, and growth continues with new
projects and models.

What we have done to date has allowed us to say that the targets set with my team are being met and that we've started to provide
great benefits to the Turkish Automotive Industry, to Turkey and to the sector. Our efforts will continue without interruption and without

fail, and we'll meet the test of competition in the period just ahead and in the future.

In the hope that the natural disasters, accidents and terrorist acts we lived through in 2004 are behind us and we can embrace new
successes and happiness together....

Respectfully,

Inan Kira

Inan KIRAC

Karsan Otomotiv Sanayii ve Ticaret A.S.

7 L?
/%/f /Zf‘(j . Chairman of the Board
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Yonetim Kurulu

inan Kirag - Baskan

Talat Diniz - Bagkan Vekili

Klod Nahum - Murahhas Uye

Dr. Yigit Tahsin Okur - Uye

Giindiiz Késemen - Uye

Jan Nahum- Uye

Mehmet Can Karabag - Uye ve Genel Mudiir

Board of Directors

Inan Kirag - Chairman

Talat Diniz - Deputy Chairman
Klod Nahum - Managing Director
Dr. Yigit Tahsin Okur - Member
Giindiiz Kosemen - Member

Jan Nahum - Member

Mehmet Can Karabag - Member and General Manager
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Ekonomiye Bakis

2001 krizinin ardindan izleyen 3 yilda makroekonomik gostergelerde gériilen belirgin iyilesme, stiphesiz ekonomik programin getirdigi
istikrar ve azalan belirsizligin sonucu gergeklesebilmistir. Ekonomik biiylime kesintisiz olarak son on iki geyreklik dsnemde pozitif
olmus, éniimiizdeki dénemde bu egilimini korumaya iliskin beklentiler olumlu seyrini korumustur.

Ekonomide saglanan yiiksek biiytimenin yani sira, fiyat istikrarina yonelik olarak yadsinamaz kazanimlar elde edilmistir. Diger taraftan,
kamu borg stogunun cgevrilebilirligine iligkin kaygilar da ekonomik sorunlar arasindaki &nceligini yitirmistir. Tim bu olumlu
cercevenin temel belirleyicileri ise mali alanda disiplin anlayiginin yerlesmis olmasi ve yasal diizenleme ile Merkez Bankasi'nin bagimsiz
yapisinin saglanmasi olmustur. Nitekim, 2004 yilinda, ekonomik gostergeler arasindaki en belirgin iyilesme kamu maliyesi alaninda
gergeklesmis, konsolide biitgede -alisiimisin aksine- hedeflerin ilerisinde bir performans sergilenmistir. Yapisal ilerlemelerle desteklenen
mali disiplin anlayigina ek olarak, Merkez Bankasi'nin bagimsizlig ile parasal otorite, son ii¢ yilda, politika kararlarinda sadece enflasyona
odaklanabilmistir. Araliklarla ortaya ¢ikan maliyet baskilarina karsin, Merkez Bankasi 2004 yilinda para politikalarindaki gtivenilirligi
koruyabilmis, ve 2003 yillarinin ardindan 2004 yili da enflasyon hedefinin temin edilebildigi bir sene olmustur. Mali disiplin ve bagimsiz
para politikalarinin temellerini attigi yapisal déniistimiin etkisi ise 2004 yilinda yatirim ve uretim kararlarinda kademeli olarak ortaya
¢tkmaya baglamistir.

2001 yilinda yaganan son krizin ardindan uygulanmaya konulan ekonomik program, Tiirkiye ekonomisinde istikrari saglamanin
yani sira blytk bir yapisal doniisiimu de baslatmistir. Devletin ekonomideki roliiniin yeniden tanimlanmasi ve piyasalarin
rekabetgi yapisinin gliclenmesi olarak 6zetlenebilecek olan yapisal déniistim ekonomik birimlerin karar verme siireglerini de olumlu
yonde etkilemistir. Tiirk ekonomi geleneginden ¢ok farkli bir ortamda sekillenen karar fonksiyonlary, istikrar boyutunu asarak
stirdiirilebilir ytiksek biiylimenin yapilarini olusturmustur. Bu siiregte, 2004 yili, gecmis iki yilda elde edilen kazanimlarin
korunabildigi ve makroekonomik géstergelerdeki iyilesmelerin derinlestigi bir yil olmustur. Nitekim, yil icerisinde araliklarla ortaya
¢ikan olumsuz dis konjonktiire karsin, ekonomi "diisiik enflasyon-yiiksek biiyiime" yériingesinden sapmamistir. 2004 yilinda
enflasyon ile biiyiimede yilsonu hedeflerinin ilerisinde bir basari elde edilmesiyle, uygulanan siki maliye ve para politikalarinin sonucu
olarak tesis edilen giiven ortami énimiizdeki déneme iliskin bekleyislere de tasinmaktadir.

A View of the Economy

The appreciable improvement in macroeconomic indicators in the three years following the 2001 crisis undoubtedly came about due
to the stability brought by the economic program and the reduction in uncertainty. Economic growth has been positive for the last

12 quarters and expectations are that this trend will continue in the period ahead. Along with the high growth achieved in the economy,
great strides were made in price stability. Further, concerns regarding the convertibility of the public debt stock is no longer primary
among economic concerns. The fundamental impetus for this general positive environment comes from the understanding for the need
for financial discipline taking root and the securing of the independence of the Central Bank through legislation. Actually, in 2004, the
most visible improvement among economic indicators was in the public finance area, with the consolidated budget, contrary to the past,
performing above targets. In addition to the financial discipline notion which was supported by structural developments, with the
independence of the Central Bank, monetary authority in the last three years has been able to focus exclusively on inflation. The Central
Bank was able to maintain the integrity of monetary policy in spite of pressures from intermittent cost increases in 2004, and 2004
followed 2003 as a year in which inflation targets were met. The effects of the structural turnaround, brought about by monetary
discipline and independent monetary policy, on investment and production decisions have become evident in different stages.

The economic program put into effect following the 2001 crisis, not only produced economic stability but also became the turning point
for structural change. The structural change, which can be summarized as redefining the role of government in the economy and
strengthening the competitiveness of markets, positively influenced the decision time of economic units. Decision functions, formed in
an environment very different from Turkish economic tradition, went beyond stability and formed the foundation of sustainable high
growth. During this period, 2004 became the year when gains of the previous two years were maintained and improvements in
macroeconomic indicators were deepened. In fact, in spite of intermittent negative developments in the external environment, the economy
did not deviate from its “low inflation-high growth” path. The successes of 2004 in inflation and growth beyond year-end targets, transfers
the stability gained as a consequence of tight fiscal and monetary policies to expectations for the period ahead.
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Turkiye ekonomisinde yasanan yapisal degisimle birlikte 2004 yilinda éngériilen kritik &neme sahip ve belirgin riskler iceren
dénemegler salimen gegilebilmistir. Nitekim, yilin ilk aylarinda gergeklestirilen yuikli itfalarin borcun siirdurilebilmesine iligkin
yarattigl endiseler ¢ok ¢abuk sonlanmig, Mart sonunda gerceklestirilen yerel secimleri de -alisilagelenin aksine- mali disiplinde bir
gevsemeye neden olmamistir. Benzer sekilde, yaz aylarinda baz etkisi nedeniyle yiikselen enflasyon oranlari da ekonomi lizerinde
kalici olumsuzluklara yol agmamistir. Bu siireglerde IMF ile gergeklestirilen gézden gegirmeler de olumlu sonuglanmistir. Diger
taraftan, Tirkiye ekonomisinde déviz kurundan baglamak iizere faiz ve enflasyonun yeniden yukari yonli bir egilime girmesine
neden olabilecek temel gelismeler ¢ogunlukla siyaset kaynakli olmaktadir. Bu gergevede degerlendirildiginde de, hiikiimet, basta
AB tyeligi olmak tizere Turkiye agisindan kritik nem tagiyan konularda 2004 yili genelinde ¢6ziim odakli politikalarini stirdiirebilmistir.
Nitekim, Kibris konusunda Mayis ayina kadar gergeklestirilmesi amaglanan ¢6ziim siireci piyasalarca yakindan takip edilmis, ancak
herhangi bir belirsizlige yol agmamistir. Son olarak, Kasim ayinda yayimlanan ilerleme raporu oldukea pozitif algilanmis ve akabinde,
siyasi unsurlar buyiik 6lgtide birbirini destekler nitelikte gergeklesmis, 2004 yilinda &ngériilen riskler asilabilmistir. Ekonomideki
olumlu konjonktiiriin korunmasinda, uygulanan siki maliye ve para politikalari ve gergeklestirilen yapisal reformlar 6nemli pay
sahibi olurken, AB uyelik stireci ve IMF &nemli birer ¢apa islevi gormiistiir. Bu siirecte gézlenen temel makroekonomik gostergelerdeki
gelismeler ise, gectigimiz donemlere kiyasla ekonominin direncinin arttigini géstermektedir.

Turkiye ekonomisinin istikrar arayisinda, siginilacak en gtivenli limanin ekonomik programin uygulanmasi olacagi genis kesimler
tarafindan kabullenilmis, uygulamadaki kararlilik sayesinde de siki maliye ve para politikalari meyvelerini vermeye baglamistir.
Gegctigimiz iki yildaki giiclii ekonomik performansin ardindan, 2004 yilina iliskin mevcut géstergeler de ekonomide siiregelen
iyilesmeyi daha belirgin hale getirmektedir. Diisiik enflasyon yiiksek biiylime patikasinda elde edilen kazanimlar ekonomideki tim
gostergelere yansimig, enflasyondaki hizl diisiisle birlikte ekonomik biiytime son on iki ceyrek dénemde kesintisiz stirmstiir.
Ekonomik temellerdeki gliclenmenin en gézlenebilir getirisi ise, dis konjonktiirdeki bozulmaya karsin ekonominin direncini
koruyabilmesi olmustur. Yiiksek petrol fiyatlari ve sikilastirici politika egilimleri sonucu artan global faizlere ragmen ekonomik
biiylime devam etmektedir. i fiyatlardaki oynakliga karsin ise talep ve &zellikle de yatirimlardaki artig siirmektedir. Nitekim, Nisan
ayinda baglayan mali dalgalanma mevcut giiven ortamini gegici olarak bozmus, ancak beklentilerin baglangi¢ sokunu atlatabilmesi

uzun bir siire gerektirmemistir. Mali piyasalarda gériilen bu dalgalanmanin daha ciddi boyutlara ulasmadan atlatiimasi ve ekonominin

Together with the structural change experienced in the Turkish economy, periods of critical importance and specific risks expected for
2004 were safely negotiated. In fact, the concerns regarding sustainability of the debt due to heavy payments realized in the first few
months of the year were quickly resolved and local elections which took place at the end of March, contrary to recent tradition, did
not cause a loosening of monetary discipline. Similarly, a spike in inflation due to underlying effects during the summer months did not
lead to permanent negatives for the economy. IMF oversight meetings which took place during this period were also positive. On the
other hand, starting with exchange rates, all fundamental developments which could pull interest rates and inflation up again are generally
political in nature. In this context, the government was able to pursue solution-oriented policies in 2004 on issues of critical importance
to Turkey, starting with EU membership. In fact, on the Cyprus issue, the markets closely monitored the solution period, slated to end
by May, without being adversely affected. Finally, the progress report published in November was received well and led to a positive
conclusion on December [ 7th with regard to Turkish membership period in the EU. In other words, political and economic elements
developed in supportive ways during the year and allowed the aversion of expected risks. While tight monetary and fiscal policies and
structural reforms are largely credited for preserving the positive economic outlook, EU membership period and the IMF served important
anchor functions. Developments in fundamental macroeconomic indicators observed during this period suggest that, as compared to
past periods, the economy has become more resilient.

Most groups have accepted the fact that the search for economic stability requires the safe haven of implementing the economic program
and with the strong stance to implement tight fiscal and monetary policies and the fruits of these actions have been observed. Following
the strong economic performance of the last two years, the indicators for 2004 clearly show the improvement in the economy. Low
inflation and the gains from the high growth path have been reflected in all indicators and attendant to the high speed of gains against
inflation growth has been continuous over the last |2 quarters. The strongest evidence of improvement in the fundamentals has been
the fact that the economy has been able to withstand the effect of negatives in the external environment. In spite of the increase in
global interest rates in response to tight economic policies and high petroleum prices, growth has continued. In spite of the variability
in domestic prices, demand and especially investment, have continued to increase. The existing environment of stability was temporarily
affected in April with monetary fluctuations but expectations weathered the initial shock in a short time.

The fact that such fluctuations in money markets were controlled before reaching serious proportions and that the economy returned



tekrar eski seyrine donmesi, ekonomideki kirilganigin -hentiz sonlanmasa da- azaldigini géstermistir. Giiven ortaminin yeniden tesis
edilmesiyle ekonomi bir kez daha pozitif beklenti pozitif ekonomik gelisme biciminde 6zetlenebilecek bir yapiya oturmustur.
Mevcut olumlu konjonktir ise, ekonomi politikalarinin uygulanmasinda sergilenecek kararlilik ile 6niimiizdeki dénemde de stirecektir.
Ekonomik programinin kararlilikla uygulanmasi ve yapisal alanda gergeklestirilen nemli adimlarla birlikte Tiirkiye ekonomisinin
dis kaynakli soklara karsin direncinin arttigi bir gergektir. Ne var ki, -basta petrol olmak tizere- uluslararasi fiyatlardaki artilar,
ABD ekonomisindeki gelismeler sonucu gergeklesen faiz artirimi éncesindeki -Tiirkiye'nin de dahil oldugu- gelismekte olan piyasalar
tizerinde olumsuz etki yapacag beklentisi ve yiiksek cari islemler agiginin yarattig tedirginlik Nisan ayiyla birlikte mali dalgalanmalara
neden olmustur. Bu dissal gelismelerin yani sira, ayni dénemde, YOK yasa tasarisi gevresinde yiikselen siyasi tartigmalar da,
piyasalarda beklentilerin bozulmasi siirecini ateslemistir. Ayni stiregte, uzun siiredir deger kazanmakta olan TL ile birlikte, piyasalarda,
doviz kurlarinda bir diizeltme olmasi gerektigi biciminde algi olusmustur. Bu ¢ergevede diistiniildigiinde, son dénemde yasanan
olumsuz dis gelismelerin, ekonominin kazandigi ivmeyi yavaslattigi da bir diger gercektir. Bu siiregte ekonomiye bagisiklik saglayan
en &nemli faktr ise yapisal alanda saglanan kazanimlar olmustur. Oniimiizdeki dénemde de yapisal reformlarin ve mali disiplinin
&diin verilmeden uygulanmaya devam edilmesi ekonominin bagisikhigini artiracak ve diisiik enflasyon yiiksek biiyiime patikasini
destekleyici bir unsur olacaktir. Diger taraftan, dusuk kur-faiz-enflasyon déngiisii ile birlikte biiytime ortaminin yakalandigi mevcut
olumlu konjonktir, ekonomide gerekli yapisal donusiimlerin gerceklestirilmesi icin de uygun firsati yaratmaktadir. Nitekim, temel
dengesizliklerin giderildigi bir makroekonomik ortamda goreceli olarak maliyetleri azaltan yapisal reformlarin hiikiimet tarafindan
gergeklestirilmesi, IMF ile yapilacak gézden gegirmelerin Stesinde orta ve uzun vadede surdiiriilebilir biytimenin temellerini
olugturmaktadir.

2004 yili genelinde, ig ve dis fiyatlardaki artan oynakliga karsin tiiketim talebi ve &zellikle de yatirnmlardaki canlanma devam etmis, yiiksek
verimlilik artiglari da stiregelen ekonomik biiytimeyi desteklemistir. Kamu maliyesinde disiplin anlayisiyla birlikte kamu kesimi agigi
ve yatirim-tasarruf agigl azalmaya devam etmektedir. Bu iyimser tabloya karsin, olumsuz dis konjonktiiriin yarattigi maliyet
oynakliginin yani sira, hizla genislemekte olan cari agiga yonelik kaygilar da yil icerisinde giiven ortamini bozabilecek sinirlara
yaklasmistir. Yilin ilk on ayinda 10 milyar dolari asmis olan cari islemler agiginin, turizm gelirlerindeki olumlu performansa ragmen,
2004 sonu itibariyle 15-16 milyar dolar seviyelerine kadar yiikselebilecegi 6ngériilmektedir. Verimlilik artislarindan beslenen

"dusiik enflasyon-yiiksek biiyiime" siirecinin bir sonucu olarak ortaya ¢ikan mevcut cari agigin 2004 yilinda finanse edilmesinde

to its previous path indicate that, while not totally solved, the fragility in the economy has lessened. With the restoration of stability, the
economy returned to what can be summarized as a positive expectations-positive economic development mode. The existing economic
environment will continue in the period ahead, provided the determination to implement economic policies continues.

It is a fact that the Turkish economy’s ability to withstand external shocks has increased with the implementation of the economic
program and with the structural reform steps taken. However, starting with petroleum, global price increases, interest rate hikes in
response to developments in the US economy, the expectation that these would negatively impact developing country economies, including
that of Turkey, and the discomfort created by trade deficits caused the monetary fluctuations starting in April. Along with these external
developments, the political tensions around the Higher Education Council legislation fueled the souring expectations in markets. During
the same period, with the Turkish Lira appreciating for some time, the notion took hold that a correction was imminent in foreign
exchange markets. When taken in this context, it is another fact that negative external developments have slowed the momentum of
the economy. The most important protective factor in this period has been the gains in the structural arena. The continuation of
structural reforms and fiscal discipline, without exception, in the period ahead will further increase this protective factor and will become
a supportive element of the low inflation-high growth path. Also, the weaker currency-interest rates-inflation cycle, together with the
positive economic environment created by growth, create the conditions necessary for undertaking the required structural changes.
Actually, an environment in which the government achieves structural reforms which visibly reduce production costs will, beyond the IMF
oversight, create the foundation of sustainable mid- and long- term growth.

In 2004, while domestic and foreign prices became increasingly volatile, domestic demand and, especially investment, maintained their
revival, and high productivity increases supported the economic growth in effect. With the prevailing discipline in public finance, public
debt and investment-saving deficit continued to decrease. In spite of this positive picture, the volatile cost situation created by the external
environment and the increasing foreign trade deficit created concerns that got close to undermining the prevailing trust in the system
during the year. The trade deficit, which was $10 billion during the first |0 months of the year, is expected to reach $15-16 by the
end of 2004, in spite of the positive performance in tourism revenues. The financing of the deficit, which appeared as a consequence
of the “low inflation-high growth” period, in 2004 does not appear to be problematic. However, if the strong increases in domestic
demand continue in 2005, financing the growing trade deficit with portfolio investments and long-term credit secured by the real sector
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olan cari agigin, portfdy yatirimlari ve reel sektdriin disaridan sagladigi uzun vadeli kredilerle yeterli dlgiide finanse edilmesi
zorlagacaktir. Oniimiizdeki iki yillik dénemde gergeklestirilecek yiiklii dig borg 6demeleri de, cari agikla birlikte dis finansman
ihtiyacini daha da artirmaktadir. Bu kosullar altinda, dntimiizdeki dénemde cari agigin en elverisli finansman imkani dogrudan
yabanci sermaye yatirimlari olmaktadir. AB uyelik stirecine paralel olarak yabanci sermaye yatirimlarinda gézlenebilecek artis ise,
mevcut dengelerin siirdiiriilmesini destekleyecektir.

Yiiksek dis agik gibi konjonktiirel olumsuzluklara karsin, Tiirkiye'nin halen karsi karsiya oldugu en 6nemli iktisadi ve toplumsal
sorunlarin basinda issizlik gelmektedir. Gegtigimiz iki yildaki gliclii ekonomik performansin ardindan, 2004 yilina iligkin géstergeler
de ekonomide siiregelen iyilesmeyi daha belirgin hale getirmis, ne var ki, issizlik oranlarinda durum farklilasamamistir. Diger bir
deyisle, son on iki ceyrek donemde saglanan yiiksek bliytime oranlari heniiz ciddi bir istihdam yaratici etki sergileyememis, siiregelen
ekonomik buyiime istihdam dostu olmamistir. Yiizde |5 seviyelerinde seyreden tarim disi issizlik oranin asagilara ¢ekilebilmesi
icin her yil en az 500,000 net istihdamin yaratiimasi zorunlulugu 6ngériilmekte, ancak istihdamdaki performans mevcut kosulun
altinda seyretmektedir. 2004 yilinin ilk yarisina iliskin isgticti verileri ekonominin tekrar istihdam yaratma stirecine girmekte
olduguna dair olumlu bir sinyal verse de, yiiksek igsizlik diizeyi Tiirkiye'yi AB'de Polonya ve Slovakya'dan sonra en yiiksek issizlige
(tarim digi) sahip tilke konumuna getirmistir. Ulkemizin, gerek AB perspektifi gerekse yiiksek igsizlik oranlarinin yarattigi ekonomik,
siyasal ve toplumsal sorunlarin giderilmesi agisindan igsizlikle miicadelede basarili olmasi sarttir. istihdam artigi, -kamu alaninda
yaratilacak istihdamdaki kisitlar dikkate alindiginda- 6zel sektériin ilave kapasite yaratacak yatirimlara baslamasi ile mimkiin
olacaktir. Bu amagla, yatirim ortaminin 6niindeki engellerin kaldirilmasi, ekonomik programin tavizsiz uygulanmasina devam edilmesi
ve ticret disi is glicti maliyetlerinin dusurilerek kayitl istihdamin tesvik edilmesi gerekmektedir.

Tiirkiye ekonomisinin hali hazirda karsi karsiya oldugu sorunlu alanlarin tstesinden gelinmesi ve mevcut yapinin hizli ve saglikli
bir bliytime siirecine dontismesi ancak kamu maliyesinin nihai olarak diizelmesiyle miimkiin olacaktir. Nitekim, biitge agiginin ve
kamu borglarinin milli gelire orani makul seviyelere gerileyene kadar, ekonominin krizlere agik yapisi devam edecektir. Benzer
nedenle, uzun vadede yatirim-tasarruf dengesinin saglikli bir yapiya kavusmasi icin de, 2005 yilinda ytiksek faiz disi fazla politikasina
devam edilmesi bir zorunluluk olarak ortaya gikmaktadir. Diger yandan, kamu maliyesindeki iyilesmenin mutlak suretle, icinde

bulunulan reform siirecinin daha ileriye gétiiriilmesiyle desteklenmesi gerekmektedir. Yapisal reformlarin derinlestirilmesi

will be difficult. The heavy debt servicing obligations which will materialize in the next two years, along with the trade deficit, increase
the need for external finance. Under these conditions, the best option for financing the trade deficit in the period ahead is direct foreign
investment. The increase in foreign investment which may be observed in the EU membership period will support the prevailing balance.
In addition to environmental negatives such as the high foreign deficit, the most important economic and social problem facing Turkey
is unemployment. Following the strong economic performance of the past two years, economic indicators for 2004 underscore the
improvement in the economy. Yet, there has been no change in the unemployment rate. In other words, the high growth rates of the
last |2 quarters have not displayed a noticeable effect on employment, and the growth process has not befriended employment. Reducing
the unemployment rate, which stands at |5% levels in nonagricultural markets, requires creating a net 500,000 new jobs annually but
the performance in employment is below this threshold. While employment data for the first half of 2004 give positive signals that
the economy is going into an employment creation phase, the high unemployment level makes Turkey the country with the third highest
unemployment rate (nonagricultural) in the EU, following Poland and Slovakia. Our country must be successful in the fight against
unemployment, not only from the EU perspective, but because of the economic, political and social problems created by high unemployment
rates. Employment creation, considering the reduction in public employment creation, can only be achieved by the private sector undertaking
capacity increasing investments. To this end, the economic program must be implemented without fail, non-wage costs must be reduced
and legal employment must be encouraged.

For the economy to overcome the problems it currently faces and for the present situation to turn into a high and healthy growth period
requires a final improvement in public finances. Until the ratio of the deficit and public debt to GDP reaches acceptable levels, the
economy will have a door open to crises. Similarly, for the investment-saving balance to reach a healthy structure, there is a forceful
need to continue the surplus policy for non-interest budget items during 2005. On the other hand, the improvement in public finance
must be supported by the extension of the current reform period. The deepening of structural reforms and the determination exhibited
by the government in this regard will continue to be decisive in maintaining the existing environment of trust.



ve bu alanda hiikiimet tarafindan sergilenecek kararlilik ise giiven ortaminin korunmasinda belirleyici olmaya devam edecektir.
Bu noktada, IMF ile Stand-by diizenlemesiyle desteklenen yeni iig yillik programin kesintisiz uygulanabilmesi saglam bir ¢apa etkisi
gosterecektir. Ote yandan, diisiik kur-faiz-enflasyon déngiisii ile birlikte temel dengesizliklerin giderildigi bir makroekonomik
ortamda goreceli olarak maliyetleri azalan yapisal reformlarin hikimet tarafindan gergeklestiriimesiyle, olumsuz dis soklarin etkileri
istikrar egiliminden gegici sapmalarla sinirli kalabilecektir.

2004 yili Mayis basinda birlige 10 yeni iilkenin katilmasi, Romanya ve Bulgaristan'in 2007'de, Hirvatistan'in ise 2014 yilindan énce
bir tarihte tiyelige hak kazanacak olmalari, AB'nin genisleme konusundaki giindemini hélihazirda eskitmistir. Diger taraftan, AB
tiyelik siireci 2004 yilinda Tiirkiye'nin giindeminde énemli yer tutmus, Kasim ayinda agiklanan AB Komisyonu 2004 yili Tiirkiye
ilerleme Raporu ve yilsonuna birakilan AB Konseyi toplantisi dikkatle takip edilmistir. ilerleme Raporu'yla yapilan degerlendirmede
Tirkiye'nin Kopenhag ekonomik kriterleri cercevesinde sergiledigi performans oldukg¢a olumlu karsilanirken, 17 Aralikla alinan
istikrar konusunda son ii¢ yilda énemli kazanimlar saglanirken, Tiirkiye'nin AB tyeliginin karsilikli fayda doguracagina yénelik kanaat
gliclenmektedir. Ote yandan, makroekonomik istikrari saglamis bir Tiirkiye'ye AB tyeliginin getirisi de yiiksek olacaktir. Nitekim,
daha az gelismis olan bazi iilkeler, AB lyesi olduktan sonra ekonomik agidan bliyiik gelisme kaydetmiglerdir. Bu gelisme, milli
gelirden kisi bagina diisen paya bakarak izlenebilmektedir. 1980'den 2000 yilina kadar olan 20 yillik zaman diliminde Ispanya, kisi
basina milli gelirini 3 katindan fazla artirmistir. Ayni sekilde Portekiz'in artigi 4 kat, Yunanistan'inki ise 3 kat olmustur. Tiirkiye
ise bu 20 yillik dénemde, diger lilkelerden zaten oldukga diisiik olan kisi bagina diisen milli gelirini ancak iki katina gikarabilmistir.
AB tiyeliginin ekonomiye katkilari, yabanci sermaye akiginin gozle goriliir miktarda artmasina da yol agmaktadir. AB tiyeligini takip
eden 5 yil icinde, Ispanya ve Portekiz'e yabanci sermaye yatirimlari yaklasik 10 kat artmig bulunmaktadir. 1986-94 yillari arasinda
ispanya toplam 60.3 milyar, Portekiz ise toplam I 1.2 milyar dolarlik yabanci sermayeyi iilkelerine ¢ekmistir. Yabanci sermaye
yatirimlarinin artmasi sadece Uye iilkeler arasinda gézlenen bir durum degildir. AB adayliginin agiklanmasi ve Uyelik miizakerelerinin
baglamasi dahi iilke ekonomilerine olumlu katkilarda bulunmaktadir. Potansiyelinin oldukga altinda yabanci sermaye ¢ekebilen

Tirkiye benzer siiregte 6nemli miktarlarda dogrudan yatirimlara ev sahipligi yapabilecektir.

Kaynak: Tusiad, Turkiye Ekonomisi 2004

At this point, the uninterrupted implementation of the new three-year program, which is supported by the IMF stand-by agreement,
will serve an anchor effect. On the other hand, in a macroeconomic environment where fundamental instabilities are eliminated through
the low exchange rate-interest rate-inflation cycle, where cost-reducing structural reforms are visibly implemented by the government,
the effects of negative external shocks will be confined to temporary diversions from the stability trend.

The fact that in May of 2004 ten new countries joined the EU, and with Romania and Bulgaria scheduled to join in 2007 and Croatia
scheduled to gain membership rights sometime before 2014, the expansion agenda of the EU is currently exhausted. On the other
hand, the EU membership period occupied an important place on Turkey’s agenda in 2004, and the Progress Report issued by the
EU Commission in November and the EU Council meeting slated for the end of the year were followed with interest. The Progress Report
positively assessed the performance of Turkey within the Copenhagen Criteria and important ground was gained in the membership
period with the decisions of December | 7. With the gains in economic and political stability over the last three years, following a long
period of failure on these fronts, the notion that Turkish membership in the EU may prove to be mutually beneficial is taking hold.

On the other hand, Turkey which has achieved macroeconomic stability has a lot to gain from EU membership. EU membership shows
positive effect on the economies of members with great speed. Countries relatively less developed as compared to other member countries
have shown great economic gains after EU membership. This effect can be gauged by looking at per capita GDP. Spain increased its
per capita GDP three-fold in the 20 years between [980 and 2000. In the same way, the Portuguese gain was four-fold and the Greek
gain was three-fold. In the same 20 year period, Turkey, which had a per capita GDP significantly lower than other countries, only two-
fold. The gains for the economy from EU membership also increase the flow of foreign investment visibly. In the five years following
EU membership, foreign investment flowing into Spain and Portugal increased almost ten-fold. During the | 986-94 period Spain attracted
$60.3 billion in foreign capital, while Portugal attracted $1 1.2 billion. The increase in foreign investment is not a phenomenon only
observed among member countries. Even the announcement of EU candidacy and the start of negotiations for membership have positive
effects of country economies. Turkey, which attracts foreign capital below its potential, can become host to significant amounts of direct
investment during a similar period.

Source : Turkish Industrials’ and Businessman’s Association, Turkish Economy 2004
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Otomotiv Sektoriinde Durum

PAZAR

* 2004 yilinda toplam satiglar 754 bin adet oldu ve toplam pazar, 2003 yilina gére % 88 oraninda artti.
* 2004 yili otomobil satislari, 2003 yilina gére % 99 oraninda artarak 451 bin adet oldu. 10 yillik ortalamaya gére yillik otomobil
pazari 255 bin adet iken, 2004 yilinda 451 bin adet ile 10 yilhk ortalama degerinden % 76.9 daha yiiksektir.
* Mayis ayindan sonra 6nemli oranda gerileyen aylik satiglar Aralik ayinda filolarini yenileyen sirketlerin yeni arag alimi ile
hareketlendi. Filo satiglarinin, bireysel musteri satiglarina gére 6nemli oranda arttigi gézlendi.

* 2003 yilina gore, 2004 yili toplam otomobil satislari % 99, yerli otomobil satislari % 90, ithal otomobil satiglari ise % 103
gibi daha yiiksek bir oranda artmistir.

« ithalatin pazar payi 2004 yili Aralik ayinda % 64, 2004 yilinda ise % 69 gibi cok yiiksek bir oranda gerceklesmistir.

* 2004 yili ithal otomobil satiglari, 2003 yilina oranla:

AB Ulkelerinden % 92
Dogu Bloku Ulkelerinden % 77
Uzak Dogu Ulkelerinden % 286 oraninda artmistir.

* 2004 yilinda, 2003 yilina gére toplam hafif ticari arag satiglar1 % 80, ithal hafif ticari arag satiglart % 87 ve yerli hafif ticari arag
satiglari ise % 75 gibi daha yiiksek bir oranda artmistir.

« ithalatin pazar payi1 2004 Aralik ayinda % 55, 2004 yilinda ise % 45 olmustur.

* 2004 yili ithal hafif ticari arag satislari, 2003 yilina oranla:

AB Ulkelerinden % 86

Uzak Dogu Ulkelerinden % 89 oraninda artmistir.

Situation in the Automotive Industry

MARKET

* Total sales for 2004 were 754 thousand units and the total market, as compared to 2003, grew by 88%.

2004 passenger vehicle sales increased by 99% over 2003 to 451 thousand units. The ten year average passenger vehicle automotive
market was 255 thousand units, while the 2004 market of 45| thousand units is 76.9% higher than the ten year average.

* Monthly sales, which seriously receded after May, showed increased activity in December with companies renewing their fleets. It
was observed that fleet sales increased faster than passenger car sales.

* As compared to 2003, 2004 total passenger vehicle sales increased by 99%, domestic passenger car sales increased by 90%, while
imported passenger car sales increased at the higher rate of 103%.

* The market share of imports was 64% in December and was 69% for the whole of 2004-a very high level.

* 2004 imported passenger vehicle sales increased by the following percentages as compared to 2003:

EU Countries %92

Eastern Block Countries %77

Far East Countries %286

* In 2004, as compared to 2003, total light commercial vehicle sales increased by 80%, imported light commercial vehicle sales increased
by 87%, and domestic light commercial vehicle sales increased by 75%.

* Market share of imports was 55% in December 2004 and 45% for the whole of 2004.

* 2004 light commercial vehicle imports increased by the following percentages as compared to 2003:

EU countries %86

Far east countries %89
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URETIM

* 2004 yili toplam 823 bin adet tasit arac tretildi.

« I¢c pazarda talebin canlanmasinin yaninda ihracatin da artarak devam etmesi, 2004 yilinda iiretimin artmasina neden oldu.
Bu dénemde, iretimin % 62 sini olusturan, 508 bin dolayinda tasit araci ihracati yapildi.

* 2003 yilina oranla yiik ve yolcu tagtyan ticari arag tretimi 2004 yilinda:

Minibuste % 107
B. Kamyonda % 75
Kamyonette % 54
Midibuste % 46
K.Kamyonda % 43
Otobuste % 16 oraninda artmistir.

* Aralik ayinda retim, talepteki azalma nedeni ile midibuiste % 26, otobiiste % 6 oraninda azalmistir.

* 2003 yilinda % 52 olan kapasite kullanma orani, 2004 yilinda % 74 oldu.

« Tiirkiye, tiretim agisindan diinyada 18inci ve AB’de Almanya, Fransa, Ispanya, ingiltere ve italya’dan sonra é’nciliga yiikseldi.
* 2004 yili otomobil iiretimi, 2003 yilina gére % 52 oraninda artarak 447 bin adet olarak gerceklesti. I¢ pazarda artan talep
ile bu yil gerceklestirilen ve tiretimin % 68 sini olusturan 305 bin dolayindaki otomobil ihracati, Gretimin artmasini sagladi.

* 2004 yil traktor tretimi, ic pazardaki talep yaninda ihracatin da artisi ile, 2003 yilina gére % 34 artarak 39 bin adet olmustur.

iHRACAT

* 2004 yilinda 305 bin adedi otomobil olmak tizere toplam 508 bin adet tasit araci ihrag edilmistir. Bu yil gerceklesen tasit
arag ihracati 2003 yilina gére % 46 oraninda artmistir.

* Uludag ihracatgi Birlikleri’nin verilerine gore, 2004 yili sektor ihracati 2003 yilina gére % 54 artti ve 10 milyar $ oldu.

* Tagit araci ihracati % 69, aksam ve parga ihracati ise % 27 artti.

* Toplam otomotiv sanayii ihracati, 2004 yili itibariyle, sekt&rel ihracat siralamasinda 2. sirada yer almistir.

PRODUCTION

* In 2004, 823 thousand vehicles were produced.

* The increase in exports alongside of higher domestic demand led to increased production. In this period, 508 thousand, vehicles comprising
62% of production, were exported.

* In 2004, as compared to 2003, passenger and cargo carrying commercial vehicle production increases were as follows:

Minibuses %107

Large Trucks %75
Pickup Trucks %54
Midibuses %46
Small trucks %43
Buses %16

* Due to declines in demand, December production of midibuses was 26% lower, while buses declined by 6%.

* Capacity utilization, which was 52% in 2003, was 74% in 2004.

* Turkey rose to |8th in the world production and increased to 6th place in the EU, following Germany, France, Spain, England and Italy.

* 2004 passenger vehicle production, as compared to 2003, increased by 52% to 447 thousand units. In addition to increases in domestic
demand, the export of 305 thousand passenger vehicles, 68% of output, led to increases in production.

* 2004 tractor production, as compared to 2003, increased by 34% to 39 thousand units, due to increased domestic demand and increased exports.

EXPORTS

* In 2004 exports were 508 thousand, with 305 thousand of this passenger cars. Exports of this year showed an increase of 46% over 2003.
* According to information from the Uludag Exporters Association, the sector’s 2004 exports increased by 54% to $10 billion.

* Cargo vehicle exports increased by 69%, while parts and accessories increased by 27%.

* Total automotive industry exports, as of 2004, were 2nd in sectoral rankings.



* 2004 yilinda toplam hafif arag ihracati 501 bin adet oldu. Ford Otosan 139 bin adet hafif ticari arag, O.Renault 131 bin adet
otomobil, Toyota |19 bin adet otomobil, Tofas 40 bin adet otomobil ve 43 bin adet hafif ticari arag olmak lizere toplam
83 bin adet hafif arag ihra¢ etmistir. 2003 yilina gére 2004 yilinda hafif arag ihracati % 56 artmistir.

Kaynak : OSD, Otomotiv Sanayii 2004

SEKTORDE GIDISAT, iC VE DIS iLiSKILER

2004 yilinda 823 bin adet uretim, 754 bin adetlik i¢c pazar ve 508 bin adet ihracat ile liretimden satisa, ihracattan istihdama
kadar her alanda rekorlar kiran Tiirk Otomotiv Sanayii, bu giizel ve verimli giinlerin devami icin birtakim tedbirler almak
zorundadir.

APB’ye yeni katilan Cek Cumhuriyeti, Macaristan, Slovakya, Polonya gibi Dogu Avrupa ilkeleri yabanci yatirimlari kendilerine
cekmek igin seferberlik ilan etmis durumdalar. Ote yandan Cin, Brezilya, Hindistan ve Rusya gibi iilkeler de pazara olduk¢a
agresif giriyorlar. Kendi i¢ pazarlarinin biiyiik olmasi yatirimlarini da biiytik kiliyor.

Bu durumda sektoriin rekabet edebilmek igin tasarim ve miihendislik merkezi haline gelmesi, tasarimcisi, ana sanayisi ve yan
sanayisi ile lisans altinda uriin gelistiren ve bu noktada rekabet avantaji sunan bir ilke konumuna gelerek digerlerinden farklilagmasi
gerekmektedir.

Bunun yanisira otomotivin devlet politikasi olarak 6ncelikli sektor olarak ilan edilmesi ve tesviklerin 6zellikle tasarim, arastirma,
gelistirme konularinda bu alana kaydirilmasi gerekmektedir. Ana sanayiler arasinda ve ana sanayi - yan sanayiyle arasinda
isbirliginin artirilarak 6zellikle ticari vasitalarda musterinin ayirt edemeyecegi, triine farklilik getirmeyecek pargalarda ortak
kullanim ve maliyet avantaji saglanmasi hedeflenmelidir. Ve tabii ki sektoriin gelisimi igin, kuvvetli bir i¢ pazar olmazsa olmaz,
aranan éncelikli kosul olmalidir. Sayet iiretimin % 40’ini i¢ pazarda tiiketemezsek, lojistik dezavantaj sebebiyle rekabetgi olmamiz
cok zorlasir. Bunun olmasi icin de politik ve ekonomik istikrar, Avrupa Birligi, IMF gibi konularda tutarl ve kararli adimlar
atilmasi gerekliligi bir kez daha karsimiza ¢ikmaktadir.

Cok giizel bir 2004 yilinin ardindan sektériin bu giizel glinlerinin devami igin, rehavete kapilmadan yukarida sézii edilen gelisim

imkanlarini, isbirligi olanaklari ile birlestirip hizli sekilde gelecek stratejilerinin uygulamaya konmasi mecburidir.

* In 2004, total light vehicle exports were 501 thousand units. Ford Otosan exported |39 thousand light commercial vehicles, O.Renault
exported |31 thousand passenger cars, Toyota exported | |9 thousand passenger cars, Tofas exported 40 thousand passenger cars
and 83 thousand light commercial vehicles. LCV exports increased by 56% in 2004 as compared to 2003.

Source: AMA, Automotive Industry 2004

SECTORAL OUTLOOK ; INTERNAL AND EXTERAL RELATIONS

In 2004 the Turkish Automotive sector broke every record in the book, from production to sales and from export to employment with it’s
823 thousand unit production, 754 thousand domestic production and 508 thousand in export. Now it is necessary to take precautions
to ensure those productive days can continue.

Newly accepted EU countries in the Eastern Block like the Czech Republic, Hungary, Slovenia and Poland are doing everything in their power
to attract foreign investments to their countries. On another front, countries like China, Brazil, India and Russia are aggressively entering
the market. The fact that their markets are so big makes for big investments.

The sector must be able to differentiate itself from the others by competing by becoming a design and engineering hub, a designer that
develops products for the main and support industries that issue licenses to it.

Alongside this the government must declare this sector as one of its political priorities and incentivize design and R&D. The inter-cooperation
between sectors and between the automotive sector main producers and suppliers needs to be strengthened especially so that light commercial
vehicle customers can'’t tell the difference between the products and the spare parts that are produced domestically — this will bring a cost
advantage. Of course, a strong domestic market is a prerequisite to sectoral growth and a must. In fact, if we don’t consume 40% of
production domestically the logistics factors will make competition much worse. In order to bring about this domestic demand, very careful
and well-thought out steps need to be taken in the areas of political and economic stability, the EU and the IMF.
After a very good year in 2004 we must be careful not to be too content and passive so that we can bring the opportunities for growth
and cooperation together swiftly to make future strategies come alive.
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TOPLAM OTOMOTiV PAZARI / TOTAL AUTOMOTIVE MARKET
1993 - 2004
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Hizmet Verdigimiz Markalar
Brands We Serve
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Karsan’in Portresi

...kisaca Karsan

* Tiirkiye'de ticari arag tiretimi alaninda faaliyet gésteren Karsan Otomotiv Sanayii ve Ticaret A.§ (KARSAN) 1966'da Bursa'da
kurulmus, 1979 yilindan itibaren Kog Grubu biinyesine girmis, 1998 yilinda Sn. inan Kirag'in cogunluk hisselerini almastyla

birlikte Kiraga Sirketler Toplulugu'na dahil olmustur.

* Karsan, % 100 yerli sermaye ile otomotiv sektdriiniin ticari arag segmentinde Peugeot'nun lisansi altinda Peugeot Partner minivan,
kombivan ve otomobil, Peugeot ]9 minibiis ve midibus, Peugeot Boxer minibis, Tofas icin ise Ducato minibis modellerinin tiretim

ve satisini yapmaktadir. Bunun yani sira ambulans, taksi, gezici karakol, 4x4 gibi 6zel araglari da iiretip satmaktadir.

* Karsan, hafif ticari arag pazarindaki potansiyeli degerlendirmek ve teknolojisini yenilemek icin toplam biitge maliyeti 70 milyon
USD olan Akgalar'daki yeni fabrikasinin yatirimina 1998 yilinda baglamis ve 1999 yilinin Ekim ayindan itibaren bu yeni tesislerde
tiretime gegmistir. Uretim kapasitesini iki vardiyada yillik 25.000 adede gikartan yatirimin énemli blimii 6zkaynaklar kullanilarak
tamamlanmistir. 2001 yilinda ise yaklasik 2 milyon USD ilave yatirim ile boyahane kapasitesi iki vardiyada 40.000 araca
cikartilmistir. Boylece, talep halinde diger iretim birimlerine yapilacak minér ilave yatirimla fabrika kapasitesi 25.000 adetten
40.000 adede kolaylikla gikartilabilecektir.

» Otomobilden kamyona her tiirlii araci tiretebilecek sekilde tasarlanan ve yiiksek teknolojiye sahip yeni fabrikasinda, kiigtik

degisikliklerle istenilen versiyonda arag imal edilmektedir.

A Portrait of Karsan

...Karsan in brief

* Karsan Otomotiv Sanayii ve Ticaret A.S. (Karsan) was founded in 1966 in Bursa/Turkey to produce light commercial vehicles. Kog
Group assumed management control of the company between 979-1998. Later on Kiragca Group took over the company in 1998 by

acquiring the majority of the shares under the leadership of Inan Kirag.

* Karsan, owned by 100 % Turkish capital, produces and sells Peugeot Partner minivans, combivans & passenger cars, Peugeot Boxer
minibuses, Peugeot |9 minibuses and midibuses under a licensing agreement with Peugeot as well as Ducato minibus models for Tofas.

In addition to these, Karsan produces and sells special vehicles such as ambulances, taxis, patrol vehicles and 4x4’s.

* In 1998 ,Karsan started building its new factory in Akgalar with an investment of 70 million USD, in order to take advantage of the
LCV market potential and renew its technology. Production began in its new factory in October |999. Majority of the investment that
raised the annual capacity to 25.000 units in two shifts was financed through the company’s own resources. In 2001, an additional 2
million USD expanded the capacity of the paint shop to 40.000 vehicles in two shifts. Thus, with minor additional investments the total
factory capacity can be brought up from 25.000 to 40.000 upon request.

* This factory, designed to produce any type of vehicle from cars to trucks, is equipped with the latest technology and production lines,

and can produce any combination of vehicles with minimum adjustments.
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KARSAN Faaliyet Raporu 2004

* Yeni fabrika Bursa sehir merkezine 30 km. uzaklikta, 71.000 m?'si kapali olan toplam 200.000 m?'lik bir alan tizerinde bulunmaktadir.

* Karsan, Peugeot ile sirasiyla 3 Mart 1980 tarihinde ")9 Lisans Anlagmasi”, 19 Aralik 1996'da " Partner Lisans Anlagmas!" ,
I'l Ocak 1999'da hem Peugeot Boxer hem de fason olarak Fiat Ducato uretimini kapsayan "Boxer/Ducato Lisans Anlagmasi”

imzalamistir.

* 19 Aralik 2002'de " Partner ve J9 Lisans Anlagmalari" 2006 yili sonuna kadar yenilenmistir. Oncekilere gore ¢ok daha avantajli
sartlarla yenilenen lisans anlasmalarinda Karsan’in rakip markalarin araglarini iretmesini engelleyen madde kaldirilmis ve fason

tiretim modeli stratejisinin hayata gecmesi saglanmistir.

« Karsan'in tirettigi Peugeot marka araglarin i¢ piyasadaki pazarlama
ve dagiimi Peugeot Otomotiv Pazarlama A.S. (POPAS) tarafindan
yurt capina yayilmis 41 bayi araciligiyla yapilmaktadir. ihracat
ve devlet kuruluslarina yapilan satiglar ise Karsan tarafindan

dogrudan yapilmaktadir.

« Karsan'in 2004 yili sonu itibariyla Peugeot lisansi altinda iirettigi

arag sayisi 135.000 adedi gegmistir.

e Arag uretiminin yani sira Karsan’da Fiat Doblo’nun gévde
parcalarinin basimi, Renault ve Fiat’a kalip imalati, Peugeot,
Fiat ve Citroen’e minibise gevirim isi, Ukrayna’ya Karsan

markasi ile SKD minibiis tiretimi, Renault Trucks’a askeri

* The new factory situated on a total of 200.000 m2 of land with 71.000 m2 covered area is 30 kilometers from the center of Bursa.

* Karsan was renewed its “/9 Production License” on March 3, 1980, the “Partner Production License” on December 19, 1996 and
on January |1, 1999 signed the “Boxer\Ducato License Agreement” for the production of Peugeot Boxer and subcontract production
of Fiat Ducato.

* Most recently, on December |9, 2002 Karsan renewed its Partner and |9 License agreements and extended them until the end of
2006. “Non-compete” clause that prohibited Karsan from producing vehicles for competitive brands has been removed from the renewed
licensing contracts, creating a much more advantageous agreement than before , enabling the subcontract production strategy to

completely come to life.

* Peugeot vehicles along with the Peugeot passenger cars produced by Karsan are marketed domestically through a nationwide network

of 41 dealers under Peugeot Automotive Marketing Company (POPAS). Karsan conducts all exports and goverment sales itself.
* The total production of vehicles under Peugeot license surpassed [35.000 by the end of 2004.
* In addition to vehicle production, Karsan provides a variety of technical services including stamping body parts for

Fiat Doblo, producing dies for Fiat, transforming Peugeot, Fiat and Citroen vehicles to minibuses, conducting SKD production

of minibuses with the Karsan brand in Ukraine, stamping & painting the cabins for army trucks for Renault Trucks,



kamyonlarin kabin tretimi icin pres basimi, pas koruma ve boya hizmetleri , Renault, Toyota, Ford ve Tofas gibi birgcok

tireticiye muhtelif kanallardan kataforez kaplama, sa¢ parca basimi, kalip imalati vb. gibi teknik hizmetler verilmektedir.
* Ocak 2005 ayi itibariyle Karsan'da 722 mavi yaka, 99 beyaz yaka olmak iizere toplam 821 kisi calismaktadir.

* Karsan'in galismakta oldugu yan sanayi firmalarinin sayisi 200 direkt, 450 endirekt olmak tizere toplam 650 adettir.

Boylece Karsan yaklasik 14.000 kisiye is imkani saglamaktadir.
* ISO’nun 2003 yili “Tiirkiye’nin En Biiyiik 500 Sanayi Kurulugu” siralamasinda Karsan, en biiyiik 148. sanayi kurulusu olmustur.

* Halka agik bir sirket olan Karsan'in hisseleri IMKB’de islem gormektedir.

providing rust and paint protection services and providing e- coating services for Renault, Toyota, Ford and Tofas through various channels.

* As of January 2005 , Karsan has 722 blue collar and 99 white collar employees for a total of 821 employees.

* Karsan works directly with 200 suppliers and indirectly with 450 for a total of 650 suppliers. Hence Karsan provides employement
opportunities for over 14.000 people.

* Karsan was ranked 148th in the ISO 2003 “Top 500 Turkish Industrial Companies” list.

* Karsan shares are publicly traded on the Istanbul Stock Exchange.
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2004’te Karsan / Karsan in 2004
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KARSAN PiYASA DEGERI (PD) VE IMKB-100 ENDEKSi / KARSAN MARKET VALUE (MV) AND ISE-100 INDEX
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2004 Yili Faaliyetlerimizin Ozeti

Karsan, 2002 yilinin Aralik ayinda Peugeot ile ortakligini yeniden yapilandirmis ve
lisans anlagsmalarini rekabetgi kosullarla yenilemistir. Buna gére Peugeot Karsan’a
Partner araglari icin senelere gére degisen minimum alim taahhiitleri vermistir ve
J9°da belli pazar paylari garantilenmistir. Bu durumda en kaétii kriz aninda bile Karsan,
belli bir is hacmine ulasmayi ve bugiin oldugu gibi i¢ piyasanin ¢ok agildigi ddnemlerde
biiylime potansiyelini saglamistir. Ayrica bu anlagmalarla satis fiyatlari Partner’da Euro'ya
dénmiis, ]9'da ise aylik enflasyon oranina endekslenmistir. Bdylece Karsan'in faaliyetleri
rd | 7 ile ilgili kur riski ortadan
kaldirilmistir. En 6nemlisi, daha 6nceki anlagmalarda mevcut rakip
markalari tiretmeyi engelleyen non-compete maddesi kalkmis ve
Karsan’in kurulus amaci olan fasonculuk stratejisi hukuken de

hayata gegmistir.

2004 Activities Summary

Karsan had restructured its partnership with Peugeot and renewed its licensing agreements with Peugeot under very competitive terms
at the end of 2002. According to this agreement Peugeot committed to purchase a minimum amount of Partner vehicles per year and
guaranteed minimum market shares for /9. Thanks to these agreements Karsan can weather the worst crises possible still achieving
stipulated turnovers and can grow during times of improving domestic conditions as present today In addition to this, the sales prices
of the Partner were set in Euro and the |9 was indexed to the monthly inflation rate. This removed the exchange rate risks in Karsan
operations. Most importantly, however, was the fact that the non-compete clause that prohibited Karsan from producing for competitive

brands was removed and this gave Karsan the legal right to pursue the subcontracting strategy it was born to achieve.
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Lisans anlagsmalarinin yenilenmesini takiben 2003 yilinda toplam 3 Partner versiyonu Karsan'in fabrikasinda yerli olarak tiretiimeye
baslanmis, 2004 yilinda ise Partner uriin gamina yeni versiyonlar katilmis ve iriin yelpazesi genisletilmistir. Bu cercevede; yeni
Partner’in 2.0 HDI Kombi Van versiyonu Haziran ayinda, Partner 1.9 D Comfort versiyonu Temmuz’'da, Partner Adventure
versiyonu Kasim’da ve en son versiyonu Partner 1.4 Kombi Van versiyonu ise Aralik’ta Uretilmeye baglanmistir. Buna paralel
olarak 2004 yilinda Partner (retim ve satis adetlerinde ¢ok ciddi artis olmustur. Gegen yilin tamaminda 4.642 adet Peugeot

Partner satiimigken, 2004 yili sonunda bu rakam % 266’lik bir artisla 12.358 adet olmustur.

Ayrica, Karsan J9’un yeni versiyonu olan 2.8 Di ABS’yi Agustos ayinda piyasaya stirmistiir. Yeni aragta motorun giict arttirilmis,
glivenligi takviye edilmis ve yakit tiiketimi diisiirtilerek ekonomik hale getirilmistir. Béylece 2003 yilinda toplam 3.178 adet )9
satiimigken, bu rakam 2004 yilinda % 46’lik bir artisla 4.644

adede ulagmistir.

Sonug olarak, 2004 yili fasonculuk stratejimizin hayata gectigi
ve bunun olumlu sonuglarinin sirketimizin mali tablolarina ve

piyasa degerine yansidigi bir yil olmustur.

Following renewal of the license agreements, domestic production of 3 Partner versions were initiated at Karsan’s plant in 2003; and
the Partner product range has been broadened in 2004 with the addition of new versions. In this context, production was initiated
for the 2.0 HDI Kombi Van version of the new Partner in June; the Partner 1.9 D Comfort version in July; the Partner Adventure version
in November; and the most recent version of the Partner 1.4 Kombi Van in December respectively. In line with these developments,
there has been a significant increase in the production and sales units of the Partner in 2004. While 4.642 Peugeot Partners were

sold in the whole of last year, this figure was 12.358 units at the end of 2004, an increase of 266%.

Furthermore, Karsan has launched 2.8 Di ABS, the new version of the |9 in August. The new vehicle features increased engine power,
safety support, and decreased fuel consumption.

Thus the total |9 sales of 3.178 units in 2003 reached 4.644 units in 2004 with an increase of 46%.

As a result, we have realized our sub-contracting strategy in 2004, with the positive outcomes reflected on the Company’s financial

statements and market value.



Rakamlarla ifade edilecek olursa Karsan 2003 yilinin tamaminda toplam 8.231 adet arag satmigken, 2004 yilinda 17.003 adet

satarak % 107’lik bir biiyime yakalamistir. Bu biiylimeye paralel olarak 2003 yilinda 121 milyon USD olan toplam ciro, 2004

yilinda 281 milyon USD’ye ¢ikarak % 132’lik bir artig géstermistir.

Expressed in terms of figures, Karsan has sold a total of 8.23 | vehicles in the whole of 2003, while achieving a 107% growth by selling
17.003 units in 2004. In line with this growth, the total turnover of USD |21 million in 2003 reached USD 281 million in 2004,

a 132% increase.
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2003 yilinda fasonculuk stratejisi dahilinde Peugeot’nun yanisira bagka
markalarla da isbirligi yapmak tzere gesitli anlasmalara imza atilmisti. Fiat’a
kalip imalati, Renault, Toyota, Ford ve Tofas gibi bir¢ok ureticiye muhtelif
kanallardan kataforez kaplama, sac parga basimi vb. gibi teknik hizmetler
vermekle yeni stratejisini uygulamaya koyan Karsan, daha sonra Peugeot

Boxer, Fiat Ducato ve Citroen Jumper van tipi ticari araglarin Avrupa

pazari icin minibuse ¢evrimine, Ukrayna’da Karsan markasi altinda SKD
]9 uretimine, Fiat Doblo’nun gévde pargalarinin Karsan’in preshanesinde

basilmasina, Renault askeri kamyonlarin kabin tiretimine ve en son olarak

da Ford Otosan ile kabin boyama isine iligkin anlagmalari imzalayarak
fasonculuk kimligini tam olarak ortaya cikartmistir. Yilda Karsan’a yaklasik 30 mn $ ek ciro getirecek bu anlagmalarin tamami

2004 yilinda hayata gegmistir.

Various agreements had been signed in 2003 under the sub-contract
manufacturing strategy with the purpose of cooperating with other brands
besides Peugeot. Karsan which has put its new strategy into implementation
by producing templates for Fiat; and giving technical services through different
channels to various manufacturers, e.g. Renault, Toyota, Ford, and Tofas,
like cataphoresis plating, sheet metal pressing, etc., later focused on its
sub-contract manufacturer identity by signing agreements for the conversion
of Peugeot Boxer, Fiat Ducato and Citroen Jumper van type vehicles into
minibuses for the European market; for the production of SKD |9 in Ukraine
under the Karsan .brand; for the pressing of Fiat Doblo body parts at
Karsan’s press shop; for the production of Renault military truck cabins;
and recently for cabin paintwork with Ford Otosan. All these agreements
which mean an annual additional turnover of $ 30 million for Karsan have

been realized in 2004.

ﬂ_
O
)
N
-
o
O
Q.
©
ad
+
O
=
I
©
Ll
Z
<
g
ad
<
N




Hizmet verilen markalarin pres basim iglerinin artmasi ve teklif verilen diger markalarla yapilan gériismelerin olumlu seyri

nedeni ile yeni pres hatti kurulmasina baglanmis olup 2005 yilinin Mayis ayinda devreye alinmasi planlanmistir.

J9 minibdsleri i¢in en 6nemli ihracat pazari olan Cezayir’de homologasyon normlarini yakalamak igin tedarikgiler nezdinde
calismalar tamamlanmis olup ihracat yeniden baglamistir. Yeni J9 araci ile birlikte Cezayir pazarinda lider duruma yiikselmemiz

beklenmektedir.

J9 aracinin SKD/CKD iiretiminin farkl

lokasyonlarda yapilmasina y6nelik katma i “ .

Ty

i [
b lll‘l_l Ll

deger yaratan projeler icin Misir ve iran
gibi tlkeler distintilmektedir. Karsan,

iran ve Misir'da muhtemel bir partnerle

gorigsmelere devam etmektedir.

Assembly of a new press line has been initiated on the basis of an increase in the press work performed for existing brands, and the
positive course of negotiations made by other brands to which offers were submitted. The new line is planned to be commissioned in

May 2005.

Activities with suppliers have been completed for the attainment of homologation norms in Algeria, the major export market for |9

minibuses; and export has been initiated again. We expect to be the leader at the Algerian market with the new 9 vehicle.

Countries like Egypt and Iran are being considered concerning the projects with added value for the SKD/CKD production of the |9

vehicle at different locations. Karsan continues negotiations with a probable partner in Iran and Egypt.
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KARSAN Faaliyet Raporu 2004

2004 yilinin faaliyetleri sonuglara olumlu yansimis ve yatirim sirketlerinin de dikkatini

cekmistir.

_ - . — 2004 yilinda ¢alisanlarimizin memnuniyetinde 2003 yilina gére
% 1 1’lik ciddi bir artis gérulmustir.Memnuniyetin siirekli olmasi
ve daha da artmasi igin galisanlarimizin katilimi ile ¢alisma gruplar

olusturulmusg ve bu gruplarin hazirladigi iyilestirmeye yénelik eylem

planlari devreye alinmistir.

hedeflenen is sonuglari

organizasyon hiyerarsisindeki tiim
kademelerce paylasilmis,
cahisanlarin performans sonuglari
kalibre edilmis ve performans

seviyesine gore gelisim

planlari hazirlanmistir.

The success of operations

reflected positively on the

n objectives and
ith objectives, the
rtment

o
anagement System bas?d §
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down to the p
means employees
be observed

be measured:
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; A significant increase of | | % over the year 2003 has been observed in employee
ion dealin
The section

satisfaction in 2004. Work groups have been formed with the participation of

ncies expected from ™ r
e competencies @ a
es who have best

employees for continuous and enhanced satisfaction; and improvement action

plans prepared by these groups have been put into process.

Work accomplishments targeted under the Performance Management

System initiated in 2003 have been shared at all levels in the organizational hierarchy;



ORACLE

Seffaf, verimli bir is akisi ve yoneticilerimizin daha hizli ve dogru karar verebilmesi igin
gerekli, biitlin ¢agdas sirketlerde olan ERP sistemi, Oracle ve Innova firmasi ile 10 aylik
bir calismadan sonra 5 Ocak 2004 tarihinde hayata gegmis ve sistem galisma hayati ile

entegre hale gelmistir.

Karsan maliyet ve kalite gibi rekabet unsurlarina 6nem
verirken gevreci yaklasimini da dne gikarmaya karar vermis
ve bu kapsamda gevre yénetim sistemi kurulmustur. Cevre
Yonetim Sistemi Ocak 2004’te ISO 14001 sertifikasi alinarak

belgelendirilmistir.

Neticede 2004 yilinda hedefler buyiik 6lgtide tutturulmus,

fasonculuk stratejisi tamamen hayata gegirilmis ve bunun meyveleri mali

sonuglar agisindan da alinmaya baslanmistir.

KARSAN Annual Report 2004
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2005 Yilna Stratejik Bakis

2005 yil fasonculuk stratejimizin olgunlastig, ]9’un yeni yiizii ile pazara ¢iktigl, yeni proje ve modellerle daha da biytidugimuz
bir yil olacaktir. Hedefimiz seri sonu modeller, nis tiriinler ve teknik hizmetler alaninda biiytiyerek yepyeni modellerle gelismemizi

devam ettirmek olacaktir.

2005’te halen uretilen 5 versiyon ve 2 tiirev modele ilave olarak yil sonuna kadar Partner’in 1.6 HDI'lik son versiyonu da uriin
gamina eklenerek Partner’da pazar payimizin % | I’ler seviyesine yiikseltiimesine calisilacaktir. B&ylece toplam 6 versiyon ve

2 tiirevmodel Partner’in tiretilmesiyle tiriin gami tamamlanacak ve akabinde Partner ihracatiyla ilgili calismalara da baslanacaktir.

2005 yilinda minibiis sinifindaki pazar payimizi % 22 seviyesine yiikseltmeyi hedeflemekteyiz. |]9’a yapilacak birtakim degisiklik

ve Uriin gelistirmeleriyle bu hedefin rahatlikla yakalanacagina inaniyoruz.

A Strategic Look over 2005

2005 will be a year for the ripening of our sub-contract manufacturing strategy, the launching of |9 with its new face, and for more
growth with new projects and models. Our objective will be to grow in the area of face lifts, niche products, and technical services and

to continue to develop with brand new models.

Efforts will be made to increase the market share of the Partner to %1 | with the addition of the last 1.6 HDI version of the Partner in
the product range by the end of 2005, further to the currently produced 5 versions and 2 derived models. Thus, the product range
will be complete with the production of a total of 6 versions and 2 derived models of the Partner; and activities for the export of the

Partner will be initiated immediately.

We aim to increase our market share in the minibus category to 22 % in 2005. We believe that this target can be conveniently met

with some alterations and product developments in the J9.



Ayrica 2005 yilinda Karsan’da yeni veya tiirev modellerin imalatina baz olusturan énemli gériismeler halen devam etmektedir.

Bu calismalarin yilin ilk yarisina kadar sonuglanmasi hedeflenmektedir.

2005 yilinda tasarim ve uriin gelistirme alanlarinda da yeni beceriler edinmeyi, miisterilerimize gelistirme muhendisliginden

iretime komple bir paket sunabilmeyi hedeflemekteyiz.

2005 yilinda Karsan’in hedefi 17.500 arag satisiyla, yeni projelerin de devreye girmesiyle minimum 260 milyon

USD ciro ve 25 milyon USD ihracat geliri elde etmektir.

Major discussions are in progress at Karsan, constituting the basis for the production of new or derivative models. The aim is to conclude

such discussions by the first half of the year 2005.

Our aim is to acquire new skills in the areas of design and product development in 2005; and to offer to our customers a complete

package from product development engineering to production.

Karsan’s objective for 2005 is to realize a minimum turnover of USD 260 million and export revenue of USD 25 million

through the sale of 17.500 vehicles and with the commissioning of new projects.
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2003 yilinda basin Karsan'daki gelismeleri ¢cok yakindan
takip ederek 6zel yer ayirmistir.

The press followed Karsan's successes closeli
allocated special places in its news.

YENI PARA 20.1 12004
Tarihinin rekorunu kirdi

arsan, dokuz aylik do-
nemde 14 bin 37 adet
arag satistyla tarihinin
en yiiksek satisini yap-
.

Karsan Genel Miidiirii Meh-
met Can Karabag, 2003 yilinin
ayn1 donemine gore satislarini
tige katladiklarim s6yliiyor.

Bu dénemde 198 milyon do-
lar ciro, 5.1 milyon dolar vergi
o6ncesi kar elde edildi.

Yil sonu igin hedeflenen ciro
ise 260 milyon dolar. Yilin ta-
mamlanmasina 1.5 ay kala 2005
hedefi de belirlendi.

2005 yilinda da bu grafigin

devam edecegini s6yleyen Kara-
bag, “25 bin adet satis yapmay1
planhiyoruz. Buna karsilik 350
milyon dolar ciro hedefliyoruz”

diyor.

Karsan, 1980 yihindan bu yana

Peugeot lisans: altinda J9,

Partner ve Boxer ticari arag

modellerini iiretiyor. 2003 y1-
hindan itibaren ise fason tiretim
modeli benimsedi.

Bu modelle Tofas, Fiat, Rena-
ult Trucks, Renault, Ford ve To-
yota gibi markalara direkt veya
yan sanayileri kanali ile teknik
hizmetler vermeye basland1. Tek
tesiste gok marka vizyonu ile ga-
Iistiklarini s6yleyen Karabag,
“Yeni proje ve modellerle 2005
yilinda yiikselisimizi siirdiire

giz” diyor.

MILLIYET, I 1.11.2004

Karsan'dan rekor iiretim

arsan, bu yilin

ilk 9 aynda

cirosunu 2.8
kat artirarak yil sonu
itibar ile 260 milyon
dolara gikarmayi
hedefliyor. Karsan'in
gecen yilin 9 ayhk
déneminde 3.8 milyon
dolar olan faaliyet kam,
bu yilin ayni doneminde
15 milyon dolara
yiikseldi. Vergi éncesi
net kar ise 3.7 milyon
dolar zarardan 5.1
milyon dolar kéra
ulasti. Sirket, bu
dinemde 3.4 milyon
dolar net kir agiklad:.
Karsan Genel Midiirii
Mehmet Can Karabag,
yiizde 150 biiyiiyen
pazarda Karsan'in
yiizde 300 biiyiidiigini,
2004 Eyliil sonu
satiglanimin, 9 ay sonu
itibar ile elde ettikleri
en yiiksek satig adedi
oldugunu belirtti.

Karsan, yilin ilk 9 ayinda 14 bin
37 arac satisi ile tarihinde

en yiksek sayiya ulasirken, 198
milyon dolarlik ciro elde etti

KOG Grubu'ndan 1998 yilinda
aynildiktan sonra Karsan'in gofun-
luk hisselerini alarak ticari ara¢
iiretimine baslayan Inan Kirag'in at-
tif1 temeller hizla yukseliyor. Kar-
san., bu yilin 9 aylik déneminde, 14
Lin 37 adet arag satig ile tarihinde
en yiiksek sayiya ulagirken, 198 mil-
yon dolarlik ciro elde etti. Kar-
san'dan sirketin 9 aylik performan-
= sina iligkin yapilan agiklamaya gire,
9 ayhik cirosunu 2.8 kat artiran sir-
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HALKA VE OLAYLARA TERCUMAN | 1.11.2004

ket, yil sonu itiban ile 260 milyon
dolar ciro hedefliyor. Karsan'in ge-
gen yilin 9 aylik dineminde 3.8 mil-
yon dolar olan faaliyet kiir1, bu yilin
aym disneminde 15 milyon dolara
yiikseldi. Vergi tncesi net kir ise 3.7
milyon dolar zarardan 5.1 milyon
dolar kdra ulast. Sirket, bu dénemde
3.4 milyon dolar net kr agiklad:.
Karsan Genel Miidiirii Mehmet Can
Karabag, yiizde 150 biiyiilyen pazar-
da Karsan'in yiizde 300 biiyiidiigii-

Inan Kirac’s company sets record

Inan Kirag, Karsan'i
1998 yilinda satin
alarak, ticare arag
tretimine basladi.

ctlohdlnan Klrag'ln §irketi I‘ekOI‘ k"‘dl\
P—

nii, 2004 Eyliil sonu satiglarinin, 9 ay
sonu itibari ile elde ettikleri en yiik-
sek satis adedi oldugunu belirtti.

Bunun, uygulamaya bagladikla-
r1 stratejilerin meyvelerini topla-
diklarimin agik bir giistergesi ol-
dufunu ifade eden Karabag, 2005
yilinda da yeni proje ve modeller-
le daha da bilylimeye devam ede-
ceklerini, tniimiizdeki y11 25 bin
adet satig ile 350 milyon dolar ci-
ro hedeflediklerini bildirdi.



Karsan, ciroyu
bese katladi

Karsan, drosunu 5 kat artrddi bu yiin
ik geyregini 1 tiyon 146 milar ira
Karla tamamiadi, Bu yiin ik ceyreginde:
cirosunu 2003'tn ayni donemine gore:
yiizde 370 oraninda artrarak 65
triyon 419 milvar raya gkaran
Karsan‘in giniik ortalama ciosu

719 milyarra ol -

Karsan breaks sales
record and grows %300

L2

modellerle biiylimeye devam edeceklerini’

Otomotiv sektorindeki can-
lanmadan payini fazlasiyla alan
Karsan, gegen yilin dokuz aylik
dénemine gore net satiglarini
ylizde 261 artirarak 296.5 trilyo-
na ulasunirken, kanni ise bin
450 katlik sicramayla S trilyon
21 milyar liraya gikardt,

2004 yili eyhil ay1 satis adet-
lerinin, dokuz aylik donem iti-
bariyle elde edilen en yiiksek
rakamlar oldugunu belirten
Karsan Genel Mildirli Mehmet
Can Karabag, “Bu da uygulama-
ya basladigimiz stratejilerin
meyvelerini topladigimizin agik
bir gostergesi. Bu yil ilk 9 ayda
14 bin 37 adet arag¢ saugiyla 198
milyon dolar ciro ve 5.1 milyon
dolar vergi oncesi kir elde et-
tik. 2005 yilinda yeni projeler
ve modellerle daha da biiyiiye-
cefiz” dedi. Karsan, yilin ilk 9
ayinda satg adedini 2.8, ciro-
sunu 2.6 kat artirdi.

2003 yilin ilk 9 ayinda
3.8 milyon dolar olan faali-

Gegen yilin ilk ¢eyregine gore net satiglarin yaklasik S kat artirarak 65 trilyonun
iizerine ¢ikaran Karsan, 2.1 trilyonluk zarari da 1.1 trilyon lira kara cevirdi.

@ FINANS SERVIST

ermayesinin yiizde 71.5% Kiraa Oto-
motiv'e ait olan Karsan, cirosunu yak-
lasik 5 kat artirdi bu yiln ilk ceyre-
gini 1 trilyon 146 milyar lira karla ta-
mamiad. 2003 yimin ilk ceyreginde 13 tril-

ilk ceyrekte

yon 896 milyar lira olan cirosunu, bu yilin
aym doneminde yiizde 370 oraninda artira-
rak 65 trilyon 419 milyar liraya cikaran Kar-
san'in i1k ceyrek itibariyle ginlik ortalama
cirosu 719 milyar lira oldu. Briit karmi yiiz-
de 280 artirarak 9.5 trilyona gikaran sirketin
faaliyet kan da yiizde 895 oraninda artarak

il ik Geyredi tibariyle 827 personelin istindam ediidigi Karsan'da, ciro 654 trilyona
cikarken, giinlik ortalama satis 719 milyar fira oldu.

ini’ séyledi.
yet kin, 2004 yilinin ayni déne-
minde 15 milyon dolara yiiksel-
di. Gegen yil ilk 9 ay sonunda
net karlilikta basabag noktasm-
da olan Karsan, bu yil 3.4 mil-
yon dolar net kir agikladi.

2005 ciro hedefi
350 milyon dolar

Karsan, 2004 yil sonu itibar:
ile 260 milyon dolar ciro hedef-
liyor. Mehmet Can Karabag, ge-

Satis rekoru kiran
'Karsan % 300D

Bu yilin dokuz ayhik déneminde satig adetlerinin 2.8,
cironun ise 2.6 kat artufim belirten Karsan Genel Mii-
diiri Mehmet Can Karabag, ‘2005’te de yeni proje ve

uyudu

Dokuz ayda Karsan

(Milyon TL)
Net satig 296.498.267
Brilt kér 33.068.393

Faaliyetkdn  22.485.544
Net kar 5.021.954
Aktif 169.

2
%ﬂl’% 104.302.921

olarak gerceklegecegini belir-
ten Karabag, ticari araglarda ise
2003 yilinda 166 bin adet olan
satis rakaminin, yil sonunda
276 bine yitkselecegini séyledi

Uzun vadeli hedefleri

lecek yil da byt devam
edeceklerini ve 25 bin adet satg
ile 350 milyon dolar ciro hedef-
lediklerini s&yledi.

Sekidriin genel bir deferlen-
dirilmesini de yapan Karabag,
2004 yih sonu itibariyle 830 bin
adet tretimin, 350 bin adetinin
ig pazarda tiketilmesinin 6n-
gorildigini  ifade ederek
beklenen ihracat rakaminin ise
480 bin adet oldugunu soyledi.

2003 yilinda i¢ pazarda 227
bin adet olan otomobil satigi-
nin 2004 yili sonunda 454 bin

68 trilyon liraya ulasts. Gegen yihin ilk cey-
reginde 2.8 trilyon lira zarar olan vergi on-
cesi ve parasal kazang sonrasi net durum,
buyilin ayn: déneminde 4.3 trilyon lira kara
dondii. Sirketin ilk geyrekteki net kan ise 1
trilyon 146 milyar lira oldu. Karsan gegen
yilin ayni donemini 2.1 trilyon lira zararla

Kapatmisti.

Kiraca hisse satt

Gegen yilin ilk geyreginde hisse basina
113 lira zarar olusurken bu yilin ayni done-
minde 59 lira kar elde.edildi. Karsan'in ak-
if karhli binde 7, Ozsermaye karhiig ise
yiizde 1 oldu. Aktif toplami 153 trilyon lira
ile gegen yilin ilk geyregindeki seviyeyi ko-
rurken, donen varliklar 43.3 trilyon lira ol-

g du. Sirketin kusa vadeli borcu 39 trilyondan

42 trilyona qikarken, uzun vadeli boreu 16,9
trilyondan 12.9 trilyona indi. Karsan'in oz-
sermayesi ise 97.8 trilyon seviyesinde ger-
ceklesti. Ote yandan Kiraca Otomotiv, 3
Mayss 2004 tarihinde 8900 lira fiyattan 300
bin lot Karsan hissesini kurumsal yatirimer
talebini karsilamak icin sattsgint bildirdi.

riske Y

Hiktimetin eari agik ve IMF
anlagmalart geregi yeni kay-
naklar yaratmak ve acifii ka-
patmak zorunda oldugunu ha-
tirlatan Karabag, “Otomotive
getirilen vergilerle kisa vadeli
problemlere ¢éziim bulunma-
ya calsiliyor. I¢ pazan kiigik
olan bir ilkenin uzun vadede
ihracat liderligi séz konusu
olamaz. Kisa vadeli problemle-
re ¢dziim bulurken, uzun va-
deli hedef ve stratejileri riske
atmayalim.” (FINANS SERViSH

= KARSAN |

Satislarini iice katladi
Mehmet Can Karaba/ Karsan Genel Miidiirii
« 2004 yili 9 aylik déneminde tarihimizde elde ettigimiz en
ylksek sahs adedine ulagtk. Bu da uygulamaya bagladigimiz

agik bir gb

stratejilerin meyvelerini tc

= Bu yil 9 aylk dénemde 14 bin 37 adet arag satisiyla, 198
milyon dolar ciro ve 5.1 milyon dolar vergi &ncesi net kar elde

ettik.

-

y 9 ayhk

sahs adedimizi 2.8, ciromuzu
2.6 kat artirarak 14 bin 37
adetlik satigla 198 milyon
dolarhik ciroya ulastik.

« Bu rakamlar sonucunda,
2003 yilinin ayni dénemine gdre
sahglanmizi neredeyse Uge
katladik.

2003 yilinin 9 ayinda 3.8
milyon dolar olan faaliyet
kénmizi, 2004 yilinin ayni
déneminde 15 milyon dolar
ylkselttik.

« Bu da gegen yilin ayni
ddnemine gore 11.2 milyon
dolar artisa tekabdl ediyor.
Vergi 6ncesi net kanmiz ise 8.8 milyon dolar artarak 3.7 milyon
dolar zarardan, 5.1 milyon dolar kara dénisti.

® 2004 yil sonunda 260 milyon dolarlik bir ciroya
ulasacagimizi éngdriyorum. 2005 yilinda da yeni projeler ve

dellerle daha da biyilyecegi
rakamlanmiza yansiyacak. 2005 yilinda 25 bin adet satis ile
350 milyon dolarlik bir ciro hedefimiz var. Tek tesiste gok
marka vizyonu ile sektdrde yeni bir pencere agtik.

Bu bilylme satis

'SNVH343y

00T | 1"

#0071 1'0C " LSINONOM3
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Denetgi Raporu
Ozeti

Karsan Otomotiv Sanayii ve Ticaret A.S. Genel Kurulu’na

Ortakligin;

UNVANI

MERKEZI
SERMAYESI
FAALIYET KONUSU

Denetgilerin Adi ve Gérev Siireleri, Ortak

veya Sirketin Personeli Olup Olmadiklari

Katilinan Yénetim Kurulu ve yapilan Denetleme

Kurulu toplantilari sayisi

Ortaklik hesaplari, defter ve belgeleri lizerinde
yapilan incelemenin kapsami, hangi tarihlerde

inceleme yapildig ve varilan sonug

Tiirk Ticaret Kanunu’nun 353’tinci maddesinin I’inci
fikrasinin 3 numarali bendi geregince ortaklik

veznesinde yapilan sayimlarin sayisi ve sonuglari

Turk Ticaret Kanunu’nun 353’tincii maddesinin 1’inci
fikrasinin 4 numarali bendi geregince yapilan inceleme

tarihleri ve sonuglari

intikal eden sikayet ve yolsuzluklar ve bunlar

hakkinda yapilan islemler

KARSAN OTOMOTIV SANAYIi VE TICARET ANONIM SIRKETI
2004 YILI FAALIYET RAPORU

: KARSAN OTOMOTIV SANAYIi VE TICARET AS.
: BURSA
: 19.200.000 YTL.

: Her nevi tasit araglarinin ve bunlarin biitiin asli ve yedek pargalarinin imal,

montaj, bakim ve tamirini, dahili ticaretini yapmak, ithalat, ihracat

: Alper CELLEK, | yil, ortak veya sirketin personeli degil

Cetin SANLI, | yil, ortak veya sirketin personeli degil

: 6 defa Yonetim, 4 defa Denetleme Toplantisina istirak

edilmistir.

: 2004 Nisan-Mayis-Temmuz-Agustos-Ekim-Kasim-Aralik aylarinda defter

ve belgeler; TTK sézlesme ve sair mevzuat ile genel kabul gérmiis

muhasebe ilke ve standartlari cergevesinde incelenmis ve herhangi bir
olumsuzluk saptanmamigtir.

: Y1l igerisinde alti defa sayim yapilmis ve mevcutlarin

kayitlara uygun oldugu goriilmistir.

: Denetgilige secilme tarihi 18.05.2004’ten itibaren her ay

kayitlar ve mevcutlar incelenmis ve tutarli olduklari tesbit

edilmistir.

: Herhangi bir sikayet intikal etmemistir.

Karsan Otomotiv Sanayii ve Ticaret Anonim $irketi’nin 01.01.2004 - 31.12.2004 dénemi hesap ve islemlerini Tiirk Ticaret Kanunu,
ortakligin esas sézlesmesi ve diger, mevzuat ile genel kabul gérmiis muhasebe ilke ve standartlarina gére incelemis bulunmaktayiz.

Gorustimiize gére igerigini benimsedigimiz ekli 31.12.2004 tarihi itibariyle diizenlenmis bilango, ortakligin anilan tarihteki mali
durumunu; 01.01.2004 - 31.12.2004 dénemine ait gelir tablosu, anilan déneme ait faaliyet sonuglarini gercege uygun ve dogru olarak

yansitmaktadir.

Bilangonun ve gelir tablosunun onaylanmasini ve Yénetim Kurulu’nun aklanmasini oylariniza arz ederiz.

DENETCI
Alper CELLEK

é@%

DENETCI
Cetin SANLI
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To the Karsan Otomotiv Sanayii ve Ticaret A.S. General Assembly

Company;
TITLE

HEAD OFFICE
CAPITAL
ACTIVITY

Auditors’ names and duration of appointment,
their relation to the Company (employed/partners or not)

Number of Board of Directors and Board of Auditors
meetings attended

Coverage of inspection made on the Company's accounts,
books and documents, inspection dates and
conclusions reached

Number of cash counts made as per Clause No 3, par.
No I, article no 353 of the Turkish Commercial Law
and their results

Date and results of inspections made according to
Clause 4 paragraph no |, article no 353
of the Turkish Commercial Code, and their results

Denunciations or irregularities reported to the Board of
Directors and measures taken

: KARSAN OTOMOTIV SANAYII VE TICARET A.S.
BURSA

: TL 19.200.000 YTL.

: Manufacturing, assembly, maintenance, supply, trade, import and
export of motor vehicles and spare parts.

. Alper CELLEK appointed for | year, not employee / nor partner
Cetin SANLI, appointed for | year, not employee / nor partner.

: Six Board of Directors meetings held during the year.
Our auditing team held four meetings.

: On April-May-July-August-October-November-December 2004
books and registers have been checked as to whether they had been
kept in accordance with the laws, regulations and generally
accepted accounting principles and standards and no exceptions
were noted.

. In total, six counts were made during the year and no exceptions

were noted.

. Inspections made every month from 18.05.2004 showed that
entries matched with actual documentation.

: No complaints or denunciations of any kind have been made to the
Board of Auditors.

We have audited the accounts and the operations of Karsan Otomotiv Sanayii ve Ticaret Anonim Sirketi for the period between
01.01.2004 - 31.12.2004 in accordance with the Turkish Commercial Code, the Company’s Articles of Association and Generally

Accepted Accounting Principles and standards.

In our opinion, the enclosed Balance Sheet, as of 31.12.2004 and the statement of Income for the period between 01.01.2004 -

31.12.2004 reflect fairly company operating results.

We submit to your approval the Balance Sheet and the Profit/Loss Statement and ask for the ratification of the Board of Directors.

AUDITOR
Alper CELLEK

é’%

AUDITOR
Cetin SANLI
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Deloitte
& Touche

KARSAN OTOMOTIV SANAYIi VE TICARET ANONIM SiRKETi

Bagl msiz Denetim 4 2004 YILI FAALIYET RAPORU
Raporu

Karsan Otomotiv Sanayii ve Ticaret A.S.
Yonetim Kurulu’na

Karsan Otomotiv Sanayii ve Ticaret AS.nin (“Sirket”) 31 Aralik 2004 tarihi itibariyle hazirffanan bilangosu ile ayni
tarihte sona eren vyila ait gelir, 6zkaynak degisimi ve nakit akim tablolarini denetlemis bulunuyoruz. Sézkonusu mali
tablolar 31 Aralik 2004 tarihi itibariyle Ttrk Lirasinin satin alma gtictyle ifade edilmistir. Hazirlanan bu mali tablolardan
Sirket yonetimi sorumludur. Bizim sorumlulugumuz, yaptigimiz denetimlere dayanarak bu mali tablolar tzerinde
goris bildirmektir.

Denetimlerimiz Uluslararasi Denetim Standartlan’na uygun olarak yapilmistir. Bu standartlar, denetimin mali tablolarda
onemli bir yanlighgin olup olmadigi konusunda makul bir glivenceyi saglamak tizere planlanmasini ve yapilmasini
gerektirmektedir. Denetim, mali tablolardaki tutarlara ve agiklamalara baz olan kanrtlarin incelenmesini igerir.
Denetim, ayni zamanda, uygulanan muhasebe ilkelerinin ve yénetim tarafindan yapilan énemli muhasebe tahminlerinin
ve genel olarak, mali tablolanin sunumunun degerlendirilmesini de icerir. Denetimlerimizin, beyan ettigimiz gortistimtize
makul bir baz teskil ettigi kanisindayiz.

Gortistimtize gére, ekli mali tablolar Sirket'in 31 Aralik 2004 tarihi itibariyle mali durumunu ve ayni tarihte sona
eren yila ait faaliyet sonuglarini ve nakit akimlarini, Uluslararasi Finansal Raporlama Standartlan'na (“UFRS™) uygun
olarak arzetmektedir.

Gorustimuzt etkilememekle birlikte asagidaki hususlara dikkat ¢cekilmesi gerekli gdrilmastir:
Ekli mali tablolarda, 6z sermaye kalemleri, SPK'nin | Mart 2004 tarih OFD/439-4290 sayili karari uyarinca, kayitli
degerleri ile ifade edilmis, s6z konusu kalemlerin enflasyondan arindinlmasi neticesinde olusan farklar, 6z sermaye

enflasyon dizeltmesi farklan hesabr altinda gésterilmistir.

DRT DENETIM REViZYON TASDIK
YEMINLI MALI MUSAVIRLIK AS.

Member firm of DELOITTE TOUCHE TOHMATSU
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KARSAN OTOMOTIV SANAYIii VE TICARET ANONIM SiRKETi
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Auditors’ Report

To the Board of Directors of
Karsan Otomotiv Sanayii ve Ticaret A.S.

I. We have audited the accompanying balance sheet of Karsan Otomotiv Sanayii ve Ticaret A.S. (the “Company")
as at 3| December 2004, and the related statements of income, shareholders' equity and cash flows for the year
then ended, all expressed in the equivalent purchasing power of the Turkish Lira as at 31 December 2004. These
financial statements are the responsibility of the Company's management. Our responsibility is to express an
opinion on these 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 financial statements referred to above present fairly, in all material respects, the financial position
of the Company as at 31 December 2004, and the results of its operations and its cash flows for the year then
ended, in accordance with International Financial Reporting Standards.

4. Without qualifying our opinion, it is found necessary to remark the below subject:
In accordance with the CMB decree OFD/439-4290 on | | March 2004, in the = accompanying financial

statements, shareholders’ equity has been expressed by their recorded values and the differences resulting from
the inflation adjustment has been disclosed under the inflation adjustment differences account.

DRT DENETIM REVIZYON TASDIK
YEMINLI MALI MUSAVIRLIK AS.

Member firm of DELOITTE TOUCHE TOHMATSU
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1) Raporun Donemi: 01.01.2004-31.12.2004

2) Ortakhgin Unvani: KARSAN OTOMOTIV SANAYII VE TICARET ANONIM SIRKETI

3) Yonetim Kurulu:

ADI SOYADI GOREVI

Inan KIRAC Bagkan

Talat DINIZ Baskan Vekili

Klod NAHUM Murahhas Uye

Yigit Tahsin OKUR Uye

Gindiiz KOSEMEN Uye

Jan NAHUM Uye

Mehmet Can KARABAG Uye ve Genel Mudr

Denetim Kurulu:

ADI SOYADI GOREVI

Alper CELLEK Denetgi

Cetin SANLI Denetgi
Not:

- Yonetim Kurulu Baskani, Bagkan Vekili, Murahhas Uye ve Uyelerin yetki ve sinidan T.T.K. ve Ana Sézlesme’de tespit
edilmistir.
- Yénetim Kurulu Uyelerinin ve Denetgilerin gérev stireleri bir yildir,

4) Donem igcinde Esas Sézlesme'de degisiklik yapilmamistir.




KARSAN OTOMOTIV SANAYIi VE TICARET ANONIM SIRKETI
ANNUAL REPORT 2004

1) Term of the Report: 01.01.2004-31.12.2004

P |-INTRODUCTION

2) Trade Name: KARSAN OTOMOTIV SANAYII VE TICARET ANONIM SIRKETI

3) Board of Directors:

NAME - SURNAME TITLE

Inan KIRAG Chairman

Talat DINIZ Deputy Chairman

Klod NAHUM Managing Director

Yigit Tahsin OKUR Member

Gunduz KOSEMEN Member

Jan NAHUM Member

Mehmet Can KARABAG Member and General Manager

Board Of Auditors:

NAME - SURNAME TITLE

Alper CELLEK Auditor

Cetin SANLI Auditor
Note:

- Authorities and authorization limits of the Board of Directors; Chairman, Deputy Chairman, Managing Director and
members are designated by the Turkish Commercial Code (TCC) and Company’s Articles of Association.

- Term of office for Board of Directors Members and Auditors is one year.

4) No amendments were made in the Articles of Association during the period.
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5) Donem iginde Sirketin sermayesinde degisiklik yapilmamistir.
Hissenin yil icinde en yiiksek degeri olan 10.700 TL 06.04.2004 tarihinde ( IMKB Endeksi 20.273), en diisiik degeri olan
5.750 TL ise 05.02.2004 tarihinde ( IMKB Endeksi 17.034 ) gerceklesmistir.
31.12.2004 tarihi itibariyle ortak sayimiz 6.170 adettir.

Temettl dagitimi asagidaki gibi gerceklesmistir;

DAGITIMYILI | TEMETTUYILI | TEMETTU TUTARI(YTL) | TEMETTU ORANI (%)

2002 yilinda sirket zararda oldugu igin temettt dagitimi yapilmamistir.
2003 yilinda temettt dagitimi yapilmamistir.
2004 yilinda temettt dagitimi yapilmamustir.

31.12.2004 tarihi itibariyle; Kiraga Otomotiv Sanayi ve Ticari Yatirnmlar A.$. sermayemizin % |0'undan
fazlasini temsil eden hisseye sahip olup, sermaye orani % 68,54'tur.

(Kiraga Otomotiv Sanayi ve Ticari Yatinmlar A.$.'nin elinde bulundurdugu Sirket hisselerinin nominal tutari
10 Mart 2005 tarihi itibariyle 1'1.760.555 YTL'ye, sahiplik orani da % 61,25'e dismustur.)

Sermayenin dagilimi séyledir :

ORTAKLIGIN UNVANI PAY TUTARI (YTL) PAY ORANI (%)
Kiraga Otomotiv AS. 9.792.001 51,00

Kiraga Otomotiv AS. (*) 3.368.554 17,54

Diniz Grubu ( #*)) 2.403.376 12,52

Diger ( *¥* ) 252.667 132

Diger (#*#%* ) 3.383.402 17,62
TOPLAM 19.200.000 100,00

*) Kiraga Otomotiv A.S.nin elindeki IMKB'ye kote hisse senetlerini géstermektedir.

(%) Diniz Ailesi'nin muhtelif aile fertlerine ait hisseler toplamini géstermektedir.

(%) Sermayenin % 10'undan daha azina sahip ortaklanin toplamini géstermektedir.

(**#¥)  [MKBR'de islem goren hisse senetlerini gdstermektedir.

31.12.2004 tarihi itibari ile Takasbank A.$. kayrtlarindaki halka agiklik oranimiz % 35,1 664'tur.
(22.03.2005 tarihi itiban ile Takasbank A.S. kayrtlarindaki halka agiklik oranimiz % 35,1909'a ulasmistir.)

6) Donem icinde borglanma ile ilgili ¢ikanlmig menkul kiymetlerimiz yoktur.

7) Sirketimiz otomotiv sektériintn ticari vasita segmentinde faaliyet géstermektedir. Fiili faaliyet konusu Peugeot lisansiyla
Peugeot |9 ve Partner; Peugeot - Fiat ortak lisansiyla Boxer ve Ducato araglarinin Uretimidir. Ortaklik sektor icinde imalatg
firma statlstindedir.

2004 yili sonu itibariyle Karsan trtinlerinden Partner’in minivan segmentinde pazar payt % 10,7; ]9'un minibis sinifindaki
pazar pay! ise % 21,8'dir.

2004 yilinda Karsan 513 adet |9 arag, arag transformasyon hizmeti ve ¢esitli yedek pargalar ihrag ederek toplam 7,3 milyon
USD ihracat geliri elde etmistir.
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5) No changes were made in the Company's capital during the period.

During the year, highest level of share value of TL 10.700 was reached on 06.04.2004( Istanbul Stock Exchange (ISE)
Index 20.273) while lowest level of share value of TL 5.750 was recorded on 05.02.2004 (ISE Index 17.034).
As of December 31, 2004 the number of shareholders amounted to 6.170.

Dividend payments have been realized as follows:

PAYMENT DIVIDEND DIVIDEND AMOUND DIVIDEND RATE
YEAR YEAR (YTL) (%)

2002 no dividend payment made because the Company did not generate profits.

2003 no dividend payment made.

2004 no dividend payment made.

Kiraga Otomotiv Sanayi ve Ticari Yatirnmlar A.S. owned more than 10% of the Company’s shares as of 31.12.2004, with
a total share of 68,54%. (The nominal amount of Company shares held by Kiraga Otomotiv Sanayi ve Ticari Yatinmlar
AS. has decreased to YTL |1.760.555 and the shareholding ratio to 61,25 % respectively as of March 10, 2005).

Participation is as follows:

TITLE OF PARTICIPANT | SHARE HOLDING AMOUNT RATE
(YTL) (%)
Kiraga Otomotiv AS. 9.792.001 51,00
Kiraga Otomotiv AS. (*) 3.368.554 17,54
Diniz Group ( **) 2.403.376 12,52
Other ((*##) 252.667 1,32
Other ((*### ) 3.383.402 17,62
TOTAL 19.200.000 100,00

(*) Kiraga Otomotiv A$. shares quoted at ISE.

(**)  Total shares owned by the members of Diniz family.

(***)  Total shareholders with nominal shares less than 10% of the capital,
(*##% ) Shares trading at ISE.

According to December 31, 2004 Takasbank A$ records 35,1664% of Karsan shares were publicly owned.
(This ratio reached 35,1909% on March 22, 2005.)

6) No marketable securities were issued during the period.

7) Company operates in the commercial vehicles segment of the automotive sector. Operations include the manufacturing
of Peugeot |9 and Partner under Peugeot license and Boxer. Karsan holds manufacturing company status.

At the end of 2004, market share of Partner was 10,7% in the mini-van segment and the market share of |]9 was 21,8%
in the minibus segment. Both vehicles are produced by Karsan.

In 2004, Karsan's total export volume reached to 513 units (all J9), while the total export volume amounted to USD
7,3 million including vehicle transformations and various spare parts.
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A - YATIRIMLAR

KARSAN OTOMOTIV SANAYii VE TICARET ANONIM SIRKETI
2004 YILI FAALIYET RAPORU

1) 2003 yili sonu itibaryla harcamalari tamamlanan 22.12.1997 tarih ve 53917 sayili yatinm tesvik belgesinin tamamlanma
vizesi igin 27.04.2004 tarihinde T.C. Basbakanlik Hazine Mustesarligi'na muracaat edilmistir. Mustesarlikga tamamlanma

vizesi yapilip 18.02.2005 tarihli yazi ile kapanig onayi verilmistir.

Yatirimin Tesvik Belge Tesvik Cari Dénem itibariyle Tamamlanma

Niteligi Tarihi Belge No Yapilan Toplam Derecesi (%)
Harcama ($)

Komple Yeni

Fabrika 22.12.1997 53917 62.783.672 100

2) Mevcut tesiste Tevsi ve Modernizasyon kapsamindaki harcamalari yapmak tzere 14.05.2004 tarih ve 75441 nolu yatirm

tesvik belgesi alinmistir.

Yatirimin Tesvik Belge Tesvik Cari Dénem itibariyle Tamamlanma

Niteligi Tarihi Belge No Yapilan Toplam Derecesi (%)
Harcama ($)

Tevsi- .

Modernizasyon 14.05.2004 75441 79.215 (%)

(*)  Planlanan yatinm tutan 11.456.600 YTL'dir.

3) Sirketimiz s6z konusu Yatinm Tesvik Belgesine istinaden ;
% 100 Gumrik Muafiyeti ve KDV Istisnasi desteginden istifade etmektedir.

B - MAL VE HIZMET URETIMINE iLiSKIiN FAALIYETLER

1) Sirketimiz Uretim birimlerini su sekilde 6zetlemek mimkindur.
a. Kalip Pres Uretim Birimi
Kalip tasarm ve imalati
Pres
b. Kaynak Uretim Birimi
Parca 6n hazirlama
Alt yapi kaynak
Karoseri kaynak
Final
c. Boya Uretim Birimi
Fosfat kaplama
Kataforez kaplama
Mastik ve PVC uygulamalan
Astar boya uygulamalari
Son kat boya uygulamalan
Firinlama iglemi
Koruyucu wax uygulamalari
d. Montaj Uretim Birimi
Motor ve gosterge paneli hazirliklari
Trim montaj
Mekanik Montaj
Final montaj
Son kontrol
e. Kalite Birimi
Tahribatsiz ve tahribatli gévde kaynak kontrolleri
Ug boyutlu gévde dlgtimleri
Boya direng testleri
Gorsel kalite kontrol
Rot / far ayar testleri
Yol testi

Sirketimizin kapasitesi ¢ift vardiya 25.000 adet aractir. 2004 yilinda toplam 16.885 adet arag Uretilerek yillik kapasite kullanim orani % 68
olarak gergeklesmistir. Ayrica 2002 yilinda devreye alinan Boyahane II. Faz yatinmi ile Boyahane hattimizin kapasitesi yillik 40.000 araca
¢cikanlmis olup diger Uretim birimlerinde yapilacak kuictk ilave yatinmlar ile fabrikamizin kapasitesi yillik 40.000 araca ¢ikanlabilecektir.
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A - INVESTMENTS

1) Application has been made to the Turkish Republic Prime Ministry Under-Secretariat of Treasury on 27.04.2004 for
the completion visa of investment incentive certificate No. 53917, dated 22.12.1997, on which expenditure was completed
as per the end of 2003. Completion visa has been drawn up by the Under-Secretariat and closing authorization given
with the letter dated 18.02.2005.

Investment Incentive Certificate | Investment Total Expenditure Completion
Type Date Certificate Realized as per the Level

No. Current Period (USD) (%)
Completely 22.12.1997 53917 62783.672 100
New Plant

2) Investment incentive certificate No. 75441, dated 14.05.2004 has been held for expenditure concerning the enlargement
and modernization of the existing plant.

Investment Incentive Certificate | Investment Total Expenditure Completion
Type Date Certificate Realized as per the Level
No. Current Period (YTL) (%)

Enlargement

Modernization 14.05.2004 75441 79215 (%)

(*) The sum of planned investment is YTL | 1.456.600.

3) As aresult of the foresaid Investment Incentive Certificate, our company is benefiting from
96100 Customs Tax Exemption and VAT support.

OPERATIONS IN THE PRODUCTION OF GOODS AND SERVICES

1) The Company's production units are summarized below:
a. Die & Stamping Department
Die design and manufacturing
Stamping
b. Welding Production Department
Sub-assembly part preparations
Underbody welding
Chassis welding
Final line
c. Paint Department
Phosphate coating
ED coating
Sealer and PVC applications
Primer applications
Top coat applications
Baking ovens
Protective wax applications
d. Assembly Department
Engine dress-up and dashboard preparations
Trim assembly
Chassis assembly
Final line
Final control
e. Quality Department
Destructive and non-destructive tests
Three dimensional (3-D) body and parts measurements
Paint laboratory
Visual quality control
Rod coupling / headlight adjustment tests
Test truck

The Company's capacity is 25.000 vehicles in two shifts. The annual capacity utilization has been realized as 68 %
with a total production of 16.885 vehicles in 2004. In addition, the 2nd Phase investment for the Paint Shop, completed
in 2002, brought our Paint Shop capacity up to 40.000 vehicles/year and consequently with minor additional investments
in the other production departments total plant capacity can be easily brought up to 40.000 vehicles annually.
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KARSAN OTOMOTIV SANAYIi VE TICARET ANONIM SIRKETI

2004 YILI FAALIYET RAPORU

2) Uretimimiz konusu mamuller, lisans veren kuruluglarin kalitesi seviyesindedir. Bu durum gerek lisans veren, gerekse
otomotiv sanayi kuruluslari tarafindan teyit edilmistir.

3)

2004 yilinda toplam ithalat 145.706.916 USD, ihracat 7.299.596 USD olarak gergeklesmistir.

2004 yili Uretim adetlerimiz mukayeseli olarak agagida verilmistir.

Mamiil Cinsi 2004 (Adet) 2003 (Adet) | Degisim Orani (%)
Peugeot |9 4.612 3.528 30,73
Peugeot Partner 12.273 4.774 157,08
TOPLAM 16.885 8.302 103,38

Yurtici satislarin tahsilati ortalama 2 hafta vadeyle yapilmaktadir.

Yurt digi satislarda % 84 paya sahip Cezayir'e olan ihracatlarimiz vesaik mukabili olarak direkt satis yontemiyle FOB liman
teslimi gergeklestiriimektedir. Cezayir satigslarimizin ortalama tahsil stiresi 2,5 aydir. Diger satiglarin buydik bir kisminin

tahsilati pesindir.

2004 vyili satig adetleri ve cirolarimiz dnceki donemle mukayeseli olarak asagida verilmistir.

Mamiil Cinsi 2004 (Adet) 2003 (Adet) | Degisim Orani (%)
Peugeot |9 4.644 3.589 29,40
Peugeot Partner 12358 4.642 166,22
Peugeot Boxer | 51 (98,03)
TOPLAM 17.003 8.282 105,30
Mamiil Cinsi 2004 CiRO 2003 CiRO Degisim Orani (%)
(YTL) (YTL)

Peugeot |9 112.076.728 93.040.140 20,46
Peugeot Partner 238.592.794 84.491.438 182,39
Peugeot Boxer 23.848 23.750 041

Diger (*) 27.385.849 15.456.035 7,18
TOPLAM 378.079.219 193.011.363 95,88

(*) Diger kisminin yaklasik % 55'i yedek parca ve malzeme satiglarindan, %45'lik kisim ise sirketin ana hedefleri icinde
yer alan disariya yapmis oldugumuz kataforez kaplama, parca basim, arag¢ transformasyonu ve kalip fason imalatlarindan

olusmaktadir.
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2) Our production is in line with our licensor companies” quality standards. This has been certified by the licensors and
the Turkish automotive industry members.

In 2004, total import volume was USD 145.706.916 and total export volume was USD 7.299.596

Production volume in 2004 on a comparative basis is as follows:

Product 2004 (Quantity) | 2003 (Quantity) | Rate of Change (%)
Peugeot 9 4.612 3.528 30,73
Peugeot Partner 12.273 4.774 157,08
TOTAL 16.885 8.302 103,38

3) Collections from domestic sales average two weeks.

Exports to Algeria constituting 84% in total exports are made by cash against documents and direct sales method on FOB
basis. The collection period for Algeria exports is 2.5 months average. Majority of other exports are made against cash.

Sales and turnover data are given below on a comparative basis:

Product Type 2004 (Units) 2003 (Units) | Variation Change (%)

Peugeot |9 4.644 3.589 29,40

Peugeot Partner 12.358 4.642 166,22

Peugeot Boxer [ 51 (98,03)

TOTAL 17.003 8.282 105,30

Product 2004 Turnover , 2003 Turnover , Variation Change (%)
(YTL) (YTL)

Peugeot |9 112.076.728 93.040.140 20,46

Peugeot Partner 238.592.794 84.491.438 182,39

Peugeot Boxer 23.848 23.750 041

Other (*) 27.385.849 15.456.035 77,18

TOTAL 378.079.219 193.011.363 95,88

(*) Appx. 55% covers spare parts and material sales; and 45% third party cataphoresis coating, parts stamping, vehicle
transformation and die manufacturing; in line with the major business objectives of the Company.
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31 ARALIK 2004 VE 2003 TARIHLERI iTIBARIYLE BILANCOLAR

KARSAN OTOMOTIV SANAYIi VE TICARET ANONIM SIRKETI

2004 YILI FAALIYET RAPORU

(Tutarlar, Turk parasinin 31 Aralik 2004'teki satin alma gticti ile YTL olarak ifade edilmistir. (Not 2))

31 Arahk 2004 31 Aralik 2003
Not YTL YTL
Donen Varliklar
Kasa ve nakit degerler 4 141.956 2.553.449
Ticari alacaklar (net) 5 8.725.804 [2.114.018
lliskili sirketlerden alacaklar (net) 6 15.350.101 4425
Stoklar (net) 7 43.412.489 24.662.345
Diger alacaklar ve donen varliklar 8 1.529.706 703.724
Dénen Varliklar Toplami 69.160.056 40.037.961
Duran Varliklar
Satisa hazir finansal duran varliklar 9 2.114 2.114
Maddi duran varliklar (net) 10 103.208.732 107.256.296
Sabit kiymet tedarikgilerine verilen siparig
avanslan 617913 206.776
Maddi olmayan duran varliklar (net) Il 4.296.524 [.111.682
Diger duran varliklar 823.507 956.637
Ertelenmis vergi aktifi I5 11.439.957 14.030.064
Duran Varliklar Toplami 120.388.747 123.563.569
AKTIF (VARLIKLAR) TOPLAMI 189.548.803 163.601.530
Kisa Vadeli
Yabanci Kaynaklar
Kisa vadeli mali bor¢lar 12 37.522.278 10.019.351
Ticari borglar (net) 13 | 1.038.160 23.389.632
lliskili sirketlere borglar (net) 6 9.254.894 5.124.048
Alinan siparis avanslari 103.580 -
Diger borglar ve gider tahakkuklari 14 4.048.974 3.547471
Odenecek kurumlar vergisi I5 - -
Kisa Vadeli Yabanci Kaynaklar Toplami 61.967.886 42.080.502
Uzun Vadeli
Yabanci Kaynaklar
Uzun vadeli mali borglar 12 21.664.475 17.072.812
Kidem tazminati karsiligi 16 1.078.753 1.056.840
Uzun Vadeli Yabanci Kaynaklar Toplami 22.743.228 18.129.652
Taahhiitler ve
Yiikimliilikler 17 - -
Ozkaynaklar
Sermaye 18 19.200.000 19.200.000
Hisse senedi ihrag primleri 5.400.000 5.400.000
Yasal yedekler 18 1.029.833 1.029.833
Olaganusti yedekler 7.790.882 7.790.882
Diger kar yedekleri 19 19
Ozsermaye enflasyon diizeltme farklani 18 87.958.687 87.958.687
Birikmis zararlar (-) (16.541.732) (17.988.045)
Ozkaynaklar Toplami 104.837.689 103.391.376
PASIF (KAYNAKLAR) TOPLAMI 189.548.803 163.601.530

Ekteki dipnotlar bu mali tablolarin tamamlayici bir pargasidir.
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BALANCE SHEETS AS AT 3|1 DECEMBER 2004 AND 2003
(Amounts have been expressed by the purchasing power of TL as of 3| December 2004 in YTL (Note 2))

31 December 2004 31 December 2003

Note YTL YTL
Current Assets
Cash and cash equivalents 4 141.956 2.553.449
Trade receivables (net) 5 8.725.804 12.114.018
Due from related parties (net) 6 15.350.101 4425
Inventories (net) 7 43.412.489 24.662.345
Other receivables and current assets 8 1.529.706 703.724
Total Current Assets 69.160.056 40.037.961
Long Term Assets
Available for sale Investments 9 2.114 2114
Property, plant and equipment (net) 10 103.208.732 107.256.296
Order advances given to fixed
asset suppliers 617913 206.776
Intangible assets (net) Il 4.296.524 I.111.682
Other long term assets 823.507 956.637
Deferred tax assets I5 | 1.439.957 14.030.064
Total Long Term Assets 120.388.747 123.563.569
TOTAL ASSETS 189.548.803 163.601.530
Current
Liabilities
Short-term borrowings 12 37.522.278 10.019.351
Trade payables (net) I3 11.038.160 23.389.632
Due to related parties (net) 6 9.254.894 5.124.048
Advances received 103.580 -
Other payables and current liabilities |4 4.048.974 3.547.471
Corporate tax payable I5 - -
Total Current Liabilities 61.967.886 42.080.502
Long Term
Liabilities
Long-term borrowings 12 21.664.475 17.072.812
Retirement pay provision 16 1.078.753 1.056.840
Total Long Term Liabilities 22.743.228 18.129.652
Commitments and
Contingencies |7 - -
Shareholders’equity
Capital 18 19.200.000 19.200.000
Premium in excess of par 5.400.000 5.400.000
Legal reserves 18 1.029.833 1.029.833
Extraordinary reserves 7.790.882 7.790.882
Other reserves 19 19
Inflation adjustment differences 18 87.958.687 87.958.687
Accumulated losses (-) (16.541.732) (17.988.045)
Total Shareholders' Equity 104.837.689 103391.376
TOTAL LIABILITIES AND
SHAREHOLDERS’EQUITY 189.548.803 163.601.530

The accompaning notes form an integral part of these financial statements.
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KARSAN OTOMOTIV SANAYIi VE TICARET ANONIM SIRKETI
2004 YILI FAALIYET RAPORU

31 ARALIK 2004 VE 2003 TARIHLERINDE SONA EREN YILLARA AiT GELIR TABLOLARI
(Tutarlar, Turk parasinin 31 Aralik 2004'teki satin alma glicti ile YTL olarak ifade edilmistir. (not 2))

Not 2004 2003

YTL YTL
Net satiglar 19,6 378.079.219 193.011.363
Satiglarin maliyeti (-) 20,6 (341.636.264) (163.806.123)
Brit kar 36.442.955 29.205.240
Faaliyet giderleri (-) 21 (14.872.391) (10.876.668)
Faaliyet kan 21.570.564 18.328.572
Finansman giderleri (net) 22 (15.259.980) (8.032.895)
Diger giderler / (gelirler) (net) 23,6 (8.840.236) (10.103.661)
Vergi ve parasal kazang dncesi kar / (zarar) (2.529.652) 192016
Parasal kazang 4.860.354 4.627.099
Vergi 6ncesi ve parasal kazang sonrasi kar 2.330.702 4.819.115
Vergi I5 (884.389) 7581411
Net kar 1.446.313 12.400.526

31 ARALIK 2004 VE 2003 TARIHLERINDE SONA EREN YILLARA AiT OZKAYNAK DEGIiSiM TABLOLARI
(Tutarlar, Turk parasinin 31 Aralik 2004'teki satin alma glicti ile YTL olarak ifade edilmistir. (not 2))

Ozsermaye
Diger Enflasyon
Emisyon Yasal Olaganiistii Kar Diizeltme Birikmis
Sermaye Primi Yedekler Yedekler | Yedekleri Farklan Zararlar Toplam
YTL YTL YTL YTL YTL YTL YTL YTL
31 Aralik 2002
tarihi itibariyle bakiye 4.800.000 | 5.400.000 1.029.833 | 7.790.882 19 102367906 | (30.691.721) | 90.696.919
Acilis bakiyesine
yapilan dizeltmeler
Sermaye hesabi
enflasyon dizeltmesi - - - - - (15.252) 15252 -
Yasal yedekler
enflasyon dizeltmesi - - - - - 6.033 (6.033) -
Maddi duran varliklar
enflasyon dizeltmesi - - - - - - 421.841 421.841
Maddi olmayan duran
varliklar enflasyon
duzeltmesi - - - - - - 48.238 48.238
Ertelenmis vergi
duzeltmesi - - - - - - (176.148) | (176.148)
Dizeltilmis 6zsermaye | 4800000 | 5400000 | 1.029.833 | 7.790.882 19 | 102358687 (30388.571) 90.990.850
31 Aralik 2002
Sermaye artigl 14.400.000 - - - - (14.400.000) - -
Net dénem kari - - - - - - | 12.400.526 | 12.400.526
31 Aralik 2003 tarihi
itibariyle bakiye 19.200.000 | 5.400.000 1.029.833 | 7.790.882 |9 87.958.687 |(17.988.045) | 103391376
Net donem kari - - - - - - 1446313 1446313
31 Aralik 2004 tarihi
itibariyle bakiye 19.200.000 | 5.400.000 1.029.833 | 7.790.882 19 87.958.687 |(16.541.732) | 104.837.689

Ekteki dipnotlar bu tablolarin tamamlayici bir pargasidir.
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(Amounts have been expressed by the purchasing power of TL as of 3| December 2004 in YTL (Note 2))

Note 2004 2003
YTL YTL
Net sales 19,6 378.079.219 193.011.363
Cost of sales (-) 20,6 (341.636.264) (163.806.123)
Gross profit 36.442.955 29.205.240
Operating expenses (-) 21 (14.872391) (10.876.668)
Operating profit 21.570.564 18.328.572
Finance expenses (net) 22 (15.259.980) (8.032.895)
Other income / expenses (net) 23,6 (8.840.236) (10.103.661)
Profit / (loss) before taxation and monetary gain (2.529.652) 192016
Monetary gain 4.860.354 4.627.099
Profit after monetary gain and before taxation 2.330.702 4.819.115
Taxation I5 (884.389) 7581411
Net profit 1.446.313 12.400.526
STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY FOR THE YEARS ENDED
31 DECEMBER 2004 AND 2003
(Amounts have been expressed by the purchasing power of TL as of 3| December 2004 in TL Million. (Note 2))
Inflation
Premium in Legal |Extraordinary| Other | Adjustment | Retained
Capital |Excess of Par| Reserves | Reserves | Reserves | Differences | Earnings Total
YTL YTL YTL YTL YTL YTL YTL YTL
Balance as of
31 December 2002 4.800.000 | 5.400.000 1.029.833 7.790.882 19 102.367.906 |(30.691.721) | 90.696.919
Adjustments to opening
balance
Capital inflation
adjustment - - - - - (15.252) 15.252 -
Legal reserves
inflation adjustment - - - - - 6.033 (6.033) -
Tangible fixed assets
inflation adjustment - - - - - - 421.841 421.841
Intangible fixed assets
inflation adjustment - - - - - - 48.238 48.238
Deferred tax adjustment - . - - . - (176.148) | (176.148)
Restated balance as of | 4.800.000 | 5.400.000 1.029.833 | 7.790.882 19 102.358.687 |(30.388.571) | 90.990.850
31 December 2002
Increase in Capital 14.400.000 - - - - (14.400.000) - -
Net profit for the year - - - - - - | 12400526 | 12.400.526
Balance as of
31 December 2003 19.200.000 | 5.400.000 1.029.833 7.790.882 19 87.958.687 |(17.988.045) | 103.391.376
Net profit for the year - - - - - - 1446313 | 1446313
Balance as of
31 December 2004 19.200.000 | 5.400.000 1.029.833 7.790.882 19 87.958.687 |(16.541.732) | 104.837.689

The accompaning notes are an integral part of those financial statements.
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31 ARALIK 2004 VE 2003 TARIHLERI iTiBARIYLE NAKIT AKIM TABLOLARI
(Tutarlar, Turk parasinin 31 Aralik 2004'teki satin alma glicti ile YTL olarak ifade edilmistir. (not 2))

Not 2004 2003
YTL YTL
iSLETME FAALIYETLERINDEN
KAYNAKLANAN NAKIT AKIMI
Net donem kari 1.446.313 12.400.526
Net donem karina isletme faaliyetlerinden
elde edilen nakit akimina getirmek icin
yapilan dizeltmeler:
Duran varliklarin amortisman ve itfa paylari 10,11 [1.083.298 10.334.837
Kidem tazminati karsiligindaki degisim 16 21914 (774414)
Stok deger dustkligu karsiligindaki degisim 7 (364.736) 15.799
Parasal (kayip)/kazang ile netlestiriimis
vergi karsiligi I5 2.590.107 (6.666.830)
Isletme sermayesindeki degisim &ncesi
faaliyetlerden elde edilen nakit akim: 14.776.896 15309918
Isletme sermayesinde gerceklesen degisimler 24 (38.784.393) 6.314.598
Faaliyetlerden elde edilen nakit (24.007.497) 21.624516
Odenen vergiler - (19.926)
Isletme faaliyetlerinden elde edilen nakit (24.007.497) 21.604.590
ﬂ_ YATIRIM FAALIYETLERINDEN
o KAYNAKLANAN NAKIT AKIMI
@) Mali duran varlik satigi - 772396
(\I Maddi duran varlik alimlar 10 (6.879.833) (8.712.682)
Maddi olmayan duran varlik alimlari Il (3.884.407) (780.338)
- Maddi duran varlik ¢ikislari net degeri 10 132.525 888.444
. 8
Diger yatinm faaliyetlerinde gergeklesen degisim 25 133.130 (1.085.266)
O Yatinm faaliyetlerinde kullanilan nakit (10.498.585) (8.917.448)
D— FINANSMAN FAALIYETLERINDEN
: KAYNAKLANAN NAKIT AKIMI
Kisa vadeli mali borglardaki degisim 27.502.927 (590.051)
A= Uzun vadeli mali borglardaki degisim 4.591.662 (10.675.211)
inansal faaliyetlerden elde edilen / (kullanilan) nakit 094. 265.
O, Fi | faaliyetlerden elde edilen / (kullanil ki 32.094.589 [1.265.262
. Z\ KASA VE BANKALARDAKI
S NET DEGISIiM (2.411.493) 1.421.880
qu)] DONEM BASI KASA VE BANKALAR 4 2.553.449 [.131.569
L DONEM SONU KASA VE BANKALAR 4 141956 2.553.449
E Ekteki dipnotlar bu tablolarin tamamlayici bir pargasidir.
W
N
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STATEMENTS OF CASH FLOW FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003
(Amounts have been expressed by the purchasing power of TL as of 3| December 2004 in YTL (Note 2))

Note 2004 2003
YTL YTL

CASH FLOWS FROM
OPERATING ACTIVITIES
Net profit for the period 1.446.313 12.400.526
Adjustments to reconcile
net profit to net cash provided by / (used in)
operating activities:
Depreciation and amortization [O,1'] | 1.083.298 10.334.837
Increase in reserve for employee termination benefits 16 21914 (774.414)
Allowance for diminish in value of inventories 7 (364.736) 15.799
Accrued taxation (net off monetary gain) I5 2.590.107 (6.666.830)
Operating profit before changes in working capital 14.776.896 15309918
Changes in operating assets and liabilities 24 (38.784.393) 6.314.598
Cash generated from / (used in) operations (24.007.497) 21.624516
Corporate tax paid - (19.926)
Net cash provided by / (used in) operating activities (24.007.497) 21.604.590
CASH FLOWS FROM
INVESTING ACTIVITIES
Sale of financial investments - 772396
Purchases of property, plant and equipment 10 (6.879.833) (8.712.682)
Purchases of intangible assets Il (3.884.407) (780.338)
Net book value of fixed assets disposed 10 132.525 888.444
Changes in other investing activities 25 133.130 (1.085.266)
Net cash used in investing activities (10.498.585) (8.917.448)

CASH FLOWS FROM
FINANCING ACTIVITIES

Changes in short term borrowings 27.502.927 (590.051)
Changes in long term borrowings 4.591.662 (10.675.211)
Net cash provided by / (used in) financing activities 32.094.589 (11.265.262)
CHANGE IN CASH AND BANKS (Net) (2411.493) 1.421.880
CASH AND BANKS AT THE

BEGINNING OF YEAR 4 2.553.449 [.131.569
CASH AND BANKS AT YEAR END 4 141956 2.553.449

The accompaning notes are an integral part of those financial statements.
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31 ARALIK 2004 VE 2003 TARIHLERI iTIBARIYLE MALi TABLOLARA iLiSKiN DiPNOTLAR
I. SIRKET’IN YAPISI VE FAALIYET ALANI

Karsan Otomotiv Sanayii ve Ticaret A, (“Sirket”) 27 Agustos 1966 tarihinde Ticaret Siciline kayit ve tescil edilerek
Turkiye'de her nevi oto montaj ve kar6seri tesisleri kurmak, kurulmus olanlart satin almak, bunlara istirak etmek, karéseri
imali igin oto ithal etmek, her nevi oto karGseri yapmak ve satmak amaciyla kurulmustur. Sirket'in ana faaliyet alani Peugeot
lisansi altinda motorlu arag tretmek, ithal ve ihrag etmektir. Sirket'in ana ortakligi % 68,54 oranda Kiraga Otomotiv Sanayi
ve Ticari Yatinmlar AS.dir. 31 Aralik 2004 tarihi itibariyle Sirket'in faaliyet gosterdigi fabrikada toplam 957 adet calisani
bulunmaktadir (2003: 835 kisi).

2. MALI TABLOLARIN HAZIRLANMA ESASLARI

Mali tablolanin hazirlanmasindaki esaslar

Ekli mali tablolar Uluslararasi Finansal Raporfama Standartlar’na (“UFRS") (6nceki adiyla Uluslararasi Muhasebe Standartlan,
“UMS") uygun olarak hazirlanmistir. Ekteki mali tablolarin hazirfanmasinda kullanilan esaslar asagidaki gibidir:

Sirket; defterlerini ve yasal mali tablolarini Ttrk Ticaret Kanunu (“TTK"), Sermaye Piyasasi Kurulu (“SPK") mevzuati ve
vergi mevzuatinca belirlenen muhasebe ilkelerine uygun olarak tutmakta ve hazirfamaktadir. Ekli mali tablolar, yasal kayitlar
esas alinarak duzenlenmis olup, UFRS'ye gére gercek durumu gostermek amaciyla Ttrk Liras'nin satin alma glictindeki
degisimlerle ilgili olan enflasyon muhasebesi dahil olmak tizere yapilan bazi diizeltme ve siniflamalan da icermektedir.
SPK, 15 Kasim 2003 tarihinde Seri XI No: 25 sayili “Sermaye Piyasasinda Muhasebe Standartlan Hakkinda Teblig”i
yayimlamig bulunmaktadir. Bu Teblig, | Ocak 2005 tarihinden sonra sona eren ilk ara mali tablolardan gegerli olmak tizere
yayimi tarihinde ytrurlige girmistir. Bununla birlikte, dileyen isletmeler 31 Aralik 2003 veya izleyen tarihler itibariyle sona
eren yillik veya ara hesap donemlerinden baglamak tizere Seri: XI No: 25 sayili Teblig htkimlerini uygulayabilecektir.
Sézkonusu Teblig'in Otuz dérdinct Kisim — Genel Hukimler, mali tablo yiktumluluklerine iliskin gegici birinci maddesinde
belirtildigi Uzere, mali tablolarin Seri: XI No: 25 sayili Teblig hikiimlerine gore zorunlu olarak duzenlenecegi ilk hesap
déneminin basina kadar gegen stre zarfinda UFRS'ye gore mali tablo ve raporiarin diizenlenmesi ve kamuya agiklanmasi,
Seri: XI No: 25 sayili Teblig'de 6ngdriilen mali tablo hazirlama ve ilan yukimldliklerinin yerine getirilmesi htikmtindedir.
Buna istinaden Sirket, 31 Aralik 2003 tarihinde sona eren hesap dénemi itibariyle mali tablolarini UFRS'ye uygun olarak
hazirlamayi ve kamuya agiklamay benimsemistir.

31 Aralik 2003 tarihi itibariyle Seri: XI No:25 sayili Tebligi'ni veya UFRS'yi segerek erken uygulamaya baslayan isletmeler,
SPK'nin Seri: XI No: | “Sermaye Piyasasinda Mali Tablo ve Raporara ligkin ilke ve Kurallar Hakkinda Teblig”, Seri XI No:
20 “Yiiksek Enflasyon Dénemlerinde Mali Tablolarin Diizeltiimesine lliskin Usul ve Esaslar Hakkinda Teblig” ve Seri: XI
No: 21 saylll “Sermaye Piyasasinda Konsolide Mali Tablolara ve lgtiraklerin Muhasebelestirilmesine lliskin Usul ve Esaslar

Hakkinda Teblig” kapsaminda raporlama yapmalar gerekmemektedir.

Enflasyon muhasebesi

Ekli mali tablolarda, Ttk Lirasi'nin genel satin alim gticlindeki degismeler nedeniyle yapilan diizeltmelerde, Uluslararasi
Muhasebe Standardi No:29 esas alinmistir.

UMS 29, hiperenflasyonist ekonomilerin para birimi ile hazirfanan mali tablolarin bilango tarihindeki 6lctim biriminden
gosterilmesini ve genel fiyat endeksinin kullanilarak daha 6nceki dénemlere ait bakiyelerin de ayni biimden gosterilmesini
ongormektedir. UMS 29'un uygulanmasini gerektiren durumlardan bir, tg yillik kimdlatif enflasyon oraninin, yaklagik 100%
veya Uzerinde olmasidir. Turkiye'de Devlet Istatistik Enstittst (“DIE”) tarafindan yayimlanan toptan egya fiyat endeksi
(“TEFE") baz alindiginda s6z konusu kiimdlatif oran 31 Aralik 2004 tarihiyle sona eren Ug yillik donem igin 9%669,7 olmustur.
Bunun disinda, Fiyat endekslerinde yukarida belirtilen diizeyde artis olmamakla beraber, halkin tasarruflarini yabanci
para cinsinden tutmasi, mal ve hizmet fiyatlarinin yabanci para birimi Uzerinden belirlenmesi, faiz oranlaninin, tcret
ve fiyatlarin genel fiyat endekslerine baglanmasi, kisa vadeli islemler de dahil satin alma glictindeki kayiplar
karsilamak igin fiyatlarin vade farki konularak belirlenmesi gibi yiiksek enflasyon emarelerinin mevcut bulunmasi

halinde de UMS 29'un uygulanmasi gerekmektedir.

31 Aralik 2004 tarihi itibariyle ekte sunulan mali tablolarin duzeltiimesinde kullanilan endeks ve katsayilar asagida
belirtilmistir:
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003

I. ORGANIZATION AND OPERATIONS OF THE COMPANY

Karsan Otomotiv Sanayii ve Ticaret A.$. (““the Company'’) was established on August 27, 1966 by registering to the
Trade Registry, for the purpose of establishing any kind of vehicle assembly and bodywork facilities, purchasing and/or
participating in the already established facilities, importing vehicles for bodywork manufacturing, and producing and selling
any kind of vehicle bodywork. The main activity of the company is to produce, import and export motor vehicles under
the license of Peugeot. The Company's ultimate parent is Kiraga Otomotiv Sanayi ve Ticari Yatinmlar A, with a
shareholding of 68,54%. As at 31 December 2004 the Company has 957 employees (2003: 835 employees).

2. BASIS OF PRESENTATION OF THE FINANCIAL STATEMENTS

The accompanying financial statements have been prepared in accordance with International Financial Reporting Standards
(“IFRS") (formerly referred to as IAS). The basics 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 in the Turkish Commercial Code (the “TCC"), Capital Market Board (the “CMB”) and tax legislation (collectively,
“Turkish Practices”). 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 the Turkish Lira, for the
purpose of fair presentation in accordance with Statements of Intemational Financial Reporting Standards (“IFRS”) issued
by the International Accounting Standards Board.

On 15 November 2003, Capital Market Board (“CMB") published Communiqué No: 25 of Series XI, “Communiqué
on Capital Market Accounting Standards”. The Communiqué is applicable to the first interim financial statements ending
after | January 2005 and is effective from the date of publishing. However, companies may choose to adopt Communiqué
No: 25 of Series X, for years or interim periods ending on or after 31 December 2003.

As explained in the first tentative clause of Article 34 of the foresaid Communiqué — General Provisions related with
financial statements obligations, preparation and public announcement of financial statements in accordance with IFRS
until the beginning of that period in which application Communiqué No: 25 of Series X| becomes enforceable, is counted
for fulfillment of provisions of preparation of financial statements and public announcement in accordance with that
Communiqué. Consequently, the Company prepared and publicly announced its financial statements as of 3| December
2003 in accordance with IFRS.

Inflation Accounting

In the accompanying financial statements, restatement adjustments have been made to compensate for the effect of
changes in the general purchasing power of the Turkish Lira, as of the balance sheet date, in accordance with International
Accounting Standard No. 29 “Financial Reporting in Hyperinflationary Economies” (“IAS 29").

IAS 29 requires that financial statements prepared in the currency of a hyperinflationary economy be stated in terms
of the measuring unit current at the balance sheet date and the corresponding figures for previous periods be restated
in the same terms. One characteristic that necessitates the application of IAS 29 is a cumulative three-year inflation rate
approaching or exceeding 100%. Such cumulative rate in Turkey exceeded 69,7% for the three years ended 3| December
2004 based on the wholesale price index announced by the Turkish State Institute of Statistics.

Although the three year cumulative inflation rate was below the rate indicated in the preceding paragraph, since majority
of the people keep their savings in foreign currencies, the prices of services and goods are set in terms of foreign
currencies, interest rates and wages are expressed in terms of the inflation indexes, and the market prices are determined
taking into account the losses due to the credit sales including the short term transactions, the economy shows the
characteristics of a hyperinflationary environment and therefore IAS 29 was applied to the accompanying financial
statements.




i KARSAN OTOMOTIV SANAYIi VE TICARET ANONIM SIRKETI
I I - FAALIYETLE R 2004 YILI FAALIYET RAPORU

31 ARALIK 2004 VE 2003 TARIHLERI iTIBARIYLE MALi TABLOLARA iLiSKiN DIiPNOTLAR

2. MALiI TABLOLARIN HAZIRLANMA ESASLARI (devam)
Enflasyon muhasebesi (devam)

Endeks Katsay!
31 Aralik 2001 49517 1,6972
31 Aralik 2002 64788 [,2971
31 Aralik 2003 7.382,1 [,1384
31 Aralik 2004 8.403,8 1,0000

Turk Liras'nin Amerikan Dolari karsisindaki yillik degisiminin, Turkiye'deki toptan egya fiyat endeksiyle karsilagtirimasi
asagidaki gibidir:

Yillar: 2004 2003 2002 2001
ABD Dolari

degisim orani - (%) (% 3,9) (% 14.,6) % 13,6 % 1143
TEFE enflasyon orani - (%) % 13,8 % 13,9 % 30,8 % 88,6

31 Aralik 2004 tarihi itibariyle Turkiye Cumhuriyeti Merkez Bankasi tarafindan agiklanan dolar kuru
I ABD Dolan = 1,3421 YTLU'dir (31 Aralik 2003:1 ABD Dolar=1,3958 YTL).

UMS 29 endeksleme islemlerinin ana hatlari asagidaki gibidir:

* Bilango tarihi itibariyle cari satinalma gticti ile gésterilenler disindaki tiim kalemler ilgili genel fiyat endeksi (TEFE) katsayilari
kullanilarak endekslenmistir. Onceki yillara ait tutarlar da yine ayni sekilde endekslenmistir.

* Parasal aktif ve pasif kalemler, bilango tarihinde cari olan satin alma gtict ile ifade edildiklerinden endekslemeye tabi
tutulmamislardir. Parasal kalemler nakit para ve nakit olarak alinacak veya denecek kalemlerdir.

* Parasal olmayan aktif ve pasifler satin alma veya ilk kayda alinma tarihinden bilango tarihine kadar olan stire igerisinde
genel fiyat endeksinde meydana gelen degisikliklerin alim maliyetlerine ve birikmis amortisman tutarlarina yansitilmasi
suretiyle yeniden ifade edilmistir. Boylece sabit kiymetler, istirakler ve benzeri aktifler piyasa degerlerini gegmeyecek sekilde
alim degerleri tizerinden endekslenmistir. Amortismanlar da benzeri sekilde yeniden dtizeltiimiglerdir. Ozkaynaklarin
icerisinde yeralan tutariar, bu tutarlarin sirkete katildigi veya sirket igerisinde olustugu dénemlerdeki genel fiyat endekslerinin
uygulanmasi neticesinde yeniden duzeltilmistir.

* Gelir tablosunda yeralan tim kalemler, gelir ve gider hesaplarinin mali tablolara ilk olarak yansitildiklar ddnemler
Uzerinden hesaplanan katsayilar ile endekslenmislerdir.

* Net parasal pozisyon Uzerinden genel enflasyon neticesinde olusan kazang veya kayip, parasal olmayan aktiflere, 6zkaynak
kalemlerine ve gelir tablosu hesaplarina yapilan diizettmelerin farkidir. Net parasal vaziyet tUzerinden hesaplanan bu kazang
veya kayip net kara dahil edilmistir.

Yeni Tiirk Lirasi

5083 sayili Turkiye Cumhuriyeti'nin Para Birimi Hakkinda Kanun'un ytirtirltk tarihi | Ocak 2005 olarak belirlenmis olup,
bu tarihten itibaren Turkiye Cumhuriyeti'nin yeni para birimi “Yeni Turk Liras” (YTL) ve alt birimi ise “Yeni Kurus™ (YKr)
olarak tanimlanmistir. ligili Kanun'un 2.maddesi ile Tiirk Lirasi yeni para birimi olan Yeni Ttirk Liras'na dénistiirtilmis ve
Turk Liras'ndan alti sifir kaldinlarak, bir milyon Ttrk Lirasi esittir bir Yeni Turk Lirasi (1.000.000 TL= | YTL) degisim
oraninda yeni bir deger getirilmistir. Basbakanlk Sermaye Piyasasi Kurulu'nun MSD-10/832 -43399 sayili ve | Aralik 2004
tarihli yazisinda agiklandigi tizere, 2005 yili icerisinde kamuya agiklanacak olan hesap donemlerine iliskin mali tablolarin,
karsilastirma amaciyla kullanilacak olan bir 6nceki déneme ait finansal veriler de dahil olmak tizere, YTL cinsinden sunulmasi
gerekmektedir. Bu sebeple ekli mali tablolar YTL cinsinden hazirlanmistir.
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KARSAN OTOMOTIV SANAYIi VE TICARET ANONIM SIRKETI
ANNUAL REPORT 2004 > I I -OPERATIONS

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003

2. BASIS OF PRESENTATION OF THE FINANCIAL STATEMENTS (Cont’d)
Inflation Accounting (cont’d)

Index Conversion Factor
31 December 2001 49517 1,6972
31 December 2002 6.478,8 1,2971
31 December 2003 7.382,1 [,1384
31 December 2004 8.403,8 1,0000

The annual change in the TL exchange rate against the US Dollar can be compared with the rates of general price
inflation in Turkey according to the WPI as set out below:

Years: 2004 2003 2002 2001
Currency

Devaluation US $ (%3.9) (% 14,6) % 13,6 % 1143
WPI Inflation % 13,8 % 13,9 % 30,8 % 88,6

As at 3| December 2004, the exchange rate announced by the Turkish Central Bank (which is a market rate) was
1,3421 YTL = US$ | (31 December 2003, 1,3958 YTL = US$ 1).

The main guidelines for the IAS 29 restatement are as follows:

* All balance sheet amounts not already expressed in terms of the measuring unit current at the balance sheet date
are restated by applying a general price index (WPI). Corresponding figures for previous periods are similarly restated.

* Monetary assets and liabilities are not restated because they are already expressed in terms of the measuring unit
current at the balance sheet date. Monetary items are money held and items to be received or paid in money.

* Non-monetary assets and liabilities are restated by applying, to the initial acquisition cost and any accumulated
depreciation, the change in the general price index from the date of acquisition or initial recording to the balance sheet
date. Hence, property, plant and equipment, 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 applicable general price index 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, shareholders’ equity and income statement items. The gain or loss on
the net monetary position is included in net income.

New Turkish Lira

A new law number 5083 was enacted with effect from | January 2005, which deletes six zeroes from the former
currency of the Turkish republic, the Turkish Lira (“TL"), to form a new currency the New Turkish Lira ("“YTL"). Thus

I YTL = 1.000.000 TL. The New Turkish Lira is divided into 100 New Turkish cents (“YKr”). The accompanying financial
statements are presented in Turkish Lira (TL) since that was still the official currency as at the balance sheet date.




i KARSAN OTOMOTIV SANAYIi VE TICARET ANONIM SIRKETI
I I - FAALIYETLE R 2004 YILI FAALIYET RAPORU

31 ARALIK 2004 VE 2003 TARIHLERI iTIBARIYLE MALi TABLOLARA iLiSKiN DIiPNOTLAR
3 - UYGULANAN MUHASEBE PRENSIPLERININ OZETi

Ekteki mali tablolarin hazifanmasinda kullanilan 6nemli muhasebe prensipleri asagidaki gibidir:

a. lliskili sirketler
Ekteki mali tablolarda Sirket'in hissedarlari, onlarin sahibi oldugu sirketler, bunlarin yoneticileri, kilit ydnetim kadrosu ve
iliskili olduklart bilinen diger gruplar, iliskili sirketler olarak tanimlanmiglardir.

b. Ticari alacaklar

Ticari alacaklar, UFRS 39 kapsaminda etkin faiz orani ile iskonto edilmis net gerceklesebilir degerlerinden olasi stipheli
alacak karsiliklart dustilmek suretiyle gésterilmektedir. Stpheli alacaklara iliskin karsiliklar, Sirket Ynetimi'nce tahsil
edilemeyen alacaklarin tutan, alinan teminatlar, gegmis tecriibeler isiginda ve mevcut ekonomik kosullar gézoéntinde
bulundurularak ayrilmaktadir. Tahsil edilemeyecek alacaklar, tahsil edilemeyecekleri anlasildigi yilda zarar kaydedilmektedir.

c. Stoklarin degerlemesi

Stoklar agirlikli ortalama maliyet yontemine gore maliyetin ya da net gerceklesebilir degerin (piyasa degerinden satig
giderlerinin dustilmesi yoluyla hesaplanan deger) dustk olani ile degerlenmektedir. Maliyet, hammadde, iscilik ve ilgili
tretim safhasina uygun genel tretim giderlerini kapsamaktadir.

d. Satisa hazir finansal duran varliklar
istirak orani %20'den az olan satisa hazir finansal duran varliklar rayi¢ bedelleri giivenilir olarak 8lgtlemedigi igin UMS
29'a gore endekslenmis maliyet tzerinden kaydedilmektedir.

e. Maddi Duran Varliklar

Maddi duran varliklar, endekslenmis tarihi maliyetleriyle muhasebelestiriimektedir. 2003 yili dncesinde, endekslemeye baz
olusturan sabit kiymet verileri tam alim tarihi yerine sadece alim yili kullanilmasi gibi bazi yaklagimlarla haziranmaktaydi.
2003 yili igerisinde, Sirket ilk kez uygulanacak enflasyon muhasebesi ¢alismalart igin sabit kiymetlerinin kesin tarihi maliyet
ve iktisap tarihlerini takip edebilecegi bir veritabani olusturmustur. Bu ¢alisma sonucunda Sirket 31 Aralik 2002 tarihi
itibariyle agilis bakiyelerini degistirerek birikmis kar ve sabit kiymetlerini (net) 470.079 YTL tutarinda arttirmistir.

Maddi duran varliklar bilango tarihi itibariyle endekslenmis degerleriyle gésterilmektedir. Amortisman, sinirsiz kullanim
omri olan arsalar hari¢ sabit kiymetlerin endekslenmis degerleri Uzerinden ve normal amortisman metoduna gére
hesaplanmistir ve sabit kiymetler asagidaki surelerde itfa edilmektedirler:

Yeralti ve Yertstd Duzenleri 25 sene
Binalar 25 sene
Makine ve Cihazlar 10 sene
Tagitlar 4 sene
Doseme ve Demirbaglar 6 sene

Sabit kiymet satislarindan elde edilen kar ve zararlar, mali tablolarda endekslenerek ilgili gelir ve gider hesaplarina dahil
edilmistir.

Sabit kiymetlerin tamir, bakim ve onarimi igin harcanan tutarlar gider kaydedilmektedir.
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KARSAN OTOMOTIV SANAYIi VE TICARET ANONIM SIRKETI
ANNUAL REPORT 2004 > I I -OPERATIONS

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies used in the preparation of the acccompaning financial statement are as follows:

a. Related parties

In the accompanying financial statements, shareholders of the Company, other companies owned by the shareholders,
their directors and key management personnel and any companies to which they are known to be related, are considered
and referred to as related parties.

b. Trade receivables

Trade receivables are carried at anticipated realizable value that is the net of trade receivables measured at amortized
cost method using the effective interest rate in accordance with Intemational Accounting Standard No. 39 “Financial
Instruments Recognition and Measurement” (“IAS 39”) and allowance for doubtful receivables. The allowance for
doubtful receivables is based on management’s evaluation of the receivables, including such factors as the volume of
receivable outstanding, collateral obtained, past experience and economic conditions. Bad debts are written-off during
the year in which they are identified.

c. Inventory valuation

Inventories are valued with the weighted average method. Inventories are stated at the lower of cost or net realizable
value (market value less sales expenses). Cost includes raw materials, direct labor and production overhead appropriate
to the relevant stage of production.

d. Available for sale investments
Investment in associates whose participation rate is less than 20% are carried at indexed cost restated as at balance
sheet date in accordance with IAS 29, since their measurable current values are not reliable.

e. Property, plant and equipment

Property, plant and equipment are carried at indexed historical cost. Before 2003, the fixed asset data, which constitute
the basis for restatement, were prepared by applying certain approaches such as using the year of acquisition instead
of the exact date of acquisition. During 2003, for the purpose of Inflation Accounting, which would be applied for the
first time, the Company has prepared a database in which the exact historical costs and the acquisition dates of fixed
assets are disclosed. As a result of the work performed, the Company has changed its beginning balances as of

31 December 2002 and increased its retained earnings and fixed assets by a net amount of Million TL 470.079.
Property, plant and equipment, are disclosed by their restated values as of the balance sheet date. Property, plant and
equipment, except land that is deemed to have indefinite life, are depreciated principally on a straight-line basis over
their restated values using following rates, which amortize the assets over their expected useful lives:

Land improvements 25 years
Buildings 25 years
Machinery and equipment 10 years
Motor vehicles 4 years
Furniture and fixtures 6 years

Gains or losses on disposal of property, plant and equipment with respect to their restated amounts are included in
the related income and expense accounts, as appropriate.

Expenses for the repair of property, plant and equipment are normally charged against income.
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31 ARALIK 2004 VE 2003 TARIHLERI iTIBARIYLE MALi TABLOLARA iLiSKiN DIiPNOTLAR
3- UYGULANAN MUHASEBE PRENSIPLERININ OZETi (devam)

f. Varliklarin Deger Kaybi

Ertelenmis vergi aktifi ve finansal varliklar disindaki ttim uzun vadeli varliklar, UMS 36'ya gore (“Varliklarin Deger Kaybi”)
incelenmektedir. UMS 36 uyarinca, bir varligin kayitl degeri, tahmini ikame degerinden buyik ise deger distiklugt karsiig
ayirmak gerekmektedir. lkame degeri, varligin net satig degeri ile kullanim degerinden yiiksek olani olarak kabul edilir.
Kullanim degeri, varligin stirekli kullanimi sonucu gelecekte elde edilecek tahmini nakit girislerinin ve kullanim émru
sonundaki satig degerinin toplaminin buglinkii degeridir.

g. Borgclanma Giderleri
Tum finansman giderleri, olustuklari dénemlerde gelir tablosuna kaydedilmektedir.

h. Vergi ve Ertelenmis Vergiler

Mali tablolarda yer alan gelir vergileri, cari yil vergisi ile ertelenmis vergilerdeki degisimi icermektedir. Sirket, UMS 12'ye
(yeniden duzenlenmis) uygun olacak sekilde, ddnem sonuglari tizerinden cari ve ertelenmis vergileri hesaplamaktadir.
Hazirlanan mali tablolarda, Sirket'in yil sonu itibariyle dénem sonuglanina dayanilarak tahmin edilen Kurumlar Vergisi
yUkumltltgu igin karsilik ayrilmaktadir. Kurumlar Vergisi ydktimltltigu donem sonucunun kanunen kabul edilmeyen giderler
ve indirimler dikkate alinarak diizeltiimesinden sonra bulunan matrah tzerinden hesaplanmaktadir.

Ertelenmis vergi aktifi ve pasifi, bazi gelir ve gider kalemlerinin muhasebe ve vergisel agilardan farkli degerlendirilmeleri
sonucunda ortaya gikan zamanlama farkliliklanini baz alarak, yukimltlik metoduna gore hesaplanmaktadir. Ertelenmis
vergi pasifi, olusan vergilendirilebilir tim zamanlama farkliliklan icin hesaplanmakta olup, ertelenmis vergi aktifi ise sadece
ortaya ¢ikacak bu aktifin itfa edilebilecegi, vergilendirilebilir bir karin gelecekte olusmasi beklendiginde kayitlara alinmaktadir.
Odenecek Kurumlar Vergisi tutarlan, pesin 6denen Kurumlar Vergisi tutarlanyla, iliskili oldugundan netlegtiriimektedir.
Ertelenmis vergi aktif ve pasifi de ayni sekilde netlestiriimektedir.

i. Kidem Tazminati Karsilig:

Turk Yasalan ve sendika sdzlesmelerine gére kidem tazminati emeklilik veya isten gikarima durumunda 6denmektedir.
19 numarali Uluslararasi Muhasebe Standardi (Yenilenmis) “Emeklilik Tazminatlan™ Turk Kidem Tazminati uygulamasini
belirlenmis bir kazang sistemi olarak tanimlamaktadir. | Ocak 1999 tarihinden itibaren uygulanmasi 6ngérilen UMS 19
(Yenilenmis) “Emeklilik Tazminatlar” yontemi ile, gelecek donemde hak edilecek olan kidem tazminati tutan, tahmin
edilen enflasyon orani ile uygun olan bir iskonto oraninin neti tizerinden bilango tarihindeki degerine getirimektedir.

j- Yabanci para islemleri

Sirket'in yasal kayitlarinda, yabanci para cinsinden (YTL digindaki para birimleri) muhasebelestirilen islemler, islem tarihindeki
kurlar kullanilarak Yeni Turk Liras'na ¢evrilmektedir. Bilangoda yer alan dévize bagli varlik ve borglar bilango tarihinde
gecerli olan kurlar kullanilarak Yeni Turk Lirasina gevrilmislerdir. Bu ¢evrimden ve dévizli islemlerin tahsil / tediyelerinden
kaynaklanan kambiyo karlar / zararlart gelir tablosunda yer almaktadir.

k. Gelir Tahakkuku

Gelirler olustugunda tahakkuk esasina gore muhasebelestiriimektedir. Net satiglar, iskontolar ve iadeler dustldukten sonra
donem iginde satilan mamullerin, 31 Aralik 2004 tarihindeki paranin satin alim gticliyle ifade edilmis fatura tutarlarini
icermektedir.

I. Kasa ve Nakit Degerler

Kasa ve nakit degerler, kasadaki nakit ve bankalardaki vadeli ve vadesiz hesaplar ile kolayca ¢evrilebilecek, vadesi yakin
olan ve bu sebeple faiz oranlarinda herhangi bir dalgalanmanin risk teskil etmeyecegi tim kisa vadeli likit yatinmlardan
olusmaktadir. Vadeli banka mevduatlan Gzerindeki faiz gelir tahhakkuku bilango tarihi itibariyle i¢ verim oranini kullanarak
indirgenmis maliyet yontemiyle hesaplanmistir. Bilango tarihi itibariyle tahakkuk etmis ancak heniz tahsil edilmemis faiz
tutarlan banka hesabina dahil edilmistir.

m. Finansal kiralama - Kiraci konumunda Sirket

Finansal kiralamayla elde edilen varliklar, alim tarihindeki gercege uygun degerleriyle Sirket'a ait bir varlik olarak gorulr.
Kiralayana karsi yukimldlik, bilangoda finansal kiralama ytkumltltgu olarak gosterilir. Toplam finansal kiralama taahhtitl
ile varligin gergege uygun degeri arasindaki farkin olusturdugu finansal giderler, her muhasebe dénemine duisen yukimlulugtn
sabit faiz orani ile dagrtilmasi suretiyle kiralama stiresi boyunca olustugu déneme ait gelir tablosuna kaydedilir.
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KARSAN OTOMOTIV SANAYIi VE TICARET ANONIM SIRKETI
ANNUAL REPORT 2004 > I I 'OPERATIONS
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

f. Impairment of assets

All the long term assets except for deferred tax asset and financial assets are examined according to IAS 36 (“Impairment
of Assets”). According to IAS 39, if the recoverable amount of an asset (or cash-generating unit) is estimated to be less
than its carrying amount, the carrying amount of the asset (cash-generating unit) is reduced to its recoverable amount.
Recoverable amount is the higher of (i) the sales price of the asset (less any selling costs); (i) the present value of the
cash flows which are expected to arise from future use of the asset.

g. Borrowing costs
All borrowing costs are recorded in the income statement in the period in which they are incurred.

h. Taxation and deferred income taxes

Taxes on income for the year comprise of current tax and the change in deferred taxes. The Company accounts for current
and deferred taxation on the results for the period, in accordance with IAS 12 (Revised) (“Income Taxes").

Provision is made in the financial statements for the Company's estimated liability to Turkish corporation tax on its
results for the year. The charge for current tax is based on the results for the year as adjusted for items, which are non-
assessable or disallowed.

Deferred tax assets and liabilities are recognized using the liability method in respect of material temporary differences
arising from different treatment of items for accounting and taxation purposes. Deferred tax liabilities are realized for
all taxable temporary differences and deferred tax assets are only provided to the extent if it is probable that taxable
profit will be available against which the deductible temporary differences can be utilized.

Prepaid corporation taxes and corporation tax liabilities are offset as they relate to income taxes levied by the same
taxation authority. Deferred income tax assets and liabilities are also offset.

i. Retirement pay provision

Under Turkish legislation as supplemented by union agreements, lump sum payments are made to all employees who

retire or whose employment is terminated without due cause. Such payments are based on number of years' service

and final salary at the date of retirement or leaving. International Accounting Standard No. 19 (revised) “Employee Benefits”
(“IAS 19”) has been applied in the accompanying financial statements. With this standard which is applicable from

January |, 1999 onwards, future retirement payments are discounted to their present value at the balance sheet date at an
interest rate determined as net of an expected inflation rate and an appropriate discount rate. This standard also allows the
employee benefit liability to be reduced by anticipated forfeitures by eligible employees of their benefit.

j- Foreign currency transactions

In the statutory accounts of the Company, transactions in foreign currencies (currencies other than YTL) are translated into
Turkish Lira at the rates of exchange ruling at the transaction dates. Assets and liabilities denominated in foreign currencies
are translated at the exchange rates 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.

k. Revenue recognition
Revenue is recognized on an accrual basis at the time of delivery. Net sales represents the invoiced value of goods shipped
or services rendered less any sales returns and discounts, all restated in equivalent purchasing power as of 31 December 2004.

I. Cash and cash equivalents

Cash and banks include cash on hand, demand deposits, time deposits and all short-term highly liquid investments that are
readily convertible to known amounts of cash and so near to maturity that they present no significant risk of change because
of changes in interest rates. The interest income accruals on the time deposits are calculated by the discounted cost method
using the internal rate of retum. The income accrued but not collected as of the balance sheet date has been included in
the banks balance.

m. Finance Leases - the Company as Lessee

Assets held under finance leases are recognized as assets of the Company at their fair value at the date of acquisition. The
corresponding liability to the lessor is included in the balance sheet as a finance lease obligation. Finance costs, which represent
the difference between the total leasing commitments and the fair value of the assets acquired, are charged to the income
statement over the term of the relevant lease so as to produce a constant periodic rate of charge on the remaining balance
of the obligations for each accounting period.
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3- UYGULANAN MUHASEBE PRENSIPLERININ OZETIi (devam)

n. Finansal enstriimanlar

Gergege uygun deger, istekli alici ve saticilanin biraraya geldigi piyasalarda bir aktifin baska bir varlikla degistirilebilecegi
veya bir taahh(tln yerine getirilebilecegi degerdir. Bir finansal enstriimanin piyasa degeri, aktif bir pazarin mevcudiyeti
durumunda, satistan elde edilebilecek tutara veya satin almadan dogabilecek borca esittir.

Finansal enstriimanlarin gercege uygun tahmini degeri Sirket tarafindan piyasalara iliskin bilgiler ve gerekli degerleme
yontemleri kullanilarak belidenmistir. Ancak, gergege uygun degerin belifenmesinde kullanilan piyasa verilerinin yorumlanmasina
gerek duyulmaktadir. Bu nedenle, bu raporda sunulan tahminler Sirket'in varliklarini elden ¢ikarmasi durumunda cari piyasa
kosullarinda elde edebilecegi degerler olmayabilir.

Banka mevduatlan, alacaklar ve teminat mektuplar gibi sarta bagli taahhttler karsi tarafin anlasmanin sartlarini yerine
getirememesi durumunda, Sirket finansal durumunu olumsuz yonde etkileyebilecek dnemli finansal enstriimanlardir.
Bazi finansal varliklanin maliyet degerine esit olan kayitl degerlerinin, kisa vadeli nitelikleri nedeniyle gercege uygun
degerlerine esit oldugu varsaylimaktadir.

Asagida her mali enstriimanin gergege uygun tahmini degerlerini belilemede kullanilan yontemler ve varsayimlar belirtiimistir.
Kasa ve bankalar: Yabanci para cinsinden olan kasa ve banka bakiyeleri yil sonu kurundan degerlenmislerdir. Bilangodaki
nakit ile bankadaki mevduatin mevcut degeri, bu varliklarin gergege uygun tahmini degerleridir.

Ticari alacaklar ve ticari borglar: Tahsili stipheli alacaklar karsiligi sonrasi ticari alacaklar ile ticari borglarin bilangodaki mevcut
degerleri, gercege uygun tahmini degerleridir.

lligkili sirketlerden alacaklar / borglar: lliskili sirketlerden alacaklar / bor¢larin bilango degerleri gercege uygun degerler
olarak kabul edilir.

Kullanilan krediler: Kullanilan krediler, kullanildiklart tarihte sabitlenen faiz oranlarina tabidir. Ancak LIBOR arti sabit bir
oranla alinan krediler daha sonra LIBOR'daki gecerli olan faiz oranlarindaki dalgalanmalara gére degisen faiz oranlarina
tabidir. Banka kredileri elde edilen nakit tutarindan muhasebelestirilirler. Finansman giderleri tahakkuk esasina gére
muhasebelestirilir ve olustuklar dénemde 6denmeyen kisim bilangodaki kredi tutarina eklenir.

Sirket, olagan faaliyetleri sirasinda akreditifler, teminat mektuplari vb. gibi bilango disi riski bulunan finansal enstrimanlar
kullanmaktadir. Sirket'in bu tir enstriimanlardan kaynaklanabilecek zararlan séz konusu enstrimanlanin sézlesme tutarlanina
esdegerdir.

o. Risk Yonetimi

Sirket, olagan faaliyetleri dogrultusunda bir takim risklere agiktir. Bu risklerin en cnemlileri, likidite riski, tahsilat riski ve
fivat riskidir. Risk yonetimi sorumlulugu Yoénetim Kurulu'na ait olup faaliyetlerle ilgili sorumluluk Sirket'in genel yonetimi
ve uygun alt komitelere devredilmistir.

Tabhsilat Riski

Sirket'in tahsilat riski esas olarak ticari alacaklarindan dogabilmektedir. Ticari alacaklar, Sirket yénetimince gegmis tecriibeler
ve cari ekonomik durum gézéntine alinarak degerlendirilmekte ve uygun oranda stipheli alacak karsiligr ayrildiktan sonra
bilancoda net olarak gésteriimektedir.

Fiyat Riski

Sirket, faaliyet konusu nedeniyle, alinan kredilerde yabanci para birimlerinin Trk Lirasi karsisindaki degerlerinin degisimlerine
bagli olarak kur dalgalanmalarina maruz kalmaktadir. Kullanilan kredilere iliskin faiz oranlarinin bir bolimd piyasada olugan
faiz oranlarina paralel olarak degismektedir. Bu nedenle, Sirket, i¢ ve dis piyasalarda faiz dalgalanmalarina da maruz
kalmaktadir.

Likidite Riski
Sirket genellikle nakit ihtiyacini bankalardan kredi almak suretiyle saglamaktadir.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

n. Fair Values of financial instruments

Fair value is the amount for which an asset could be exchanged or a liability settled, between knowledgeable willing
parties in an arms 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 herein may not necessarily be indicative
of the amounts the Company could realise in a current market exchange.

Balances with banks, receivables, contingent liabilities like letters of guarantee are important financial instruments, which
would have negative effects on the financial structure 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 following methods and assumptions are used to estimate the fair value of each class of financial instrument for which
it is practicable to estimate fair value.

Cash and Bank Balances: Cash and bank balances denominated in foreign currencies are translated at year-end exchange
rates. The carrying amounts of the remaining cash and bank balances are reasonable estimates of their fair value.
Trade Receivables and Trade Payables: Book values of the trade receivables along with the related allowances for
uncollectibility and trade payables balances are estimated to be their fair values.

Due to/from Related Parties: The carrying value of the due to and due from related parties are estimated to be their
fair values.

Borrowings: Borrowings have interest rates that are fixed on an entry value basis. However, loans received with Libor
and a predetermined fixed rate is subject to fluctuation in accordance with prevailing Libor rates. Interest-bearing bank
loans and overdrafts are recorded at the proceeds received. Finance charges are accounted for on an accrual basis and
are added to the carrying amount of the instrument to the extent they are not settled in the period in which they arise.

The Company deals with financial instruments with off-balance sheet risk in the normal course of business such as letters
of credit, letters of guarantee, etc. The Company’s exposure to losses arising from these instruments is represented by
the contractual amount of those instruments.

o. Risk management

Through its normal operations, the Company is exposed to a number of risks, the most significant of which are liquidity,
credit and price risks. Responsibility for the management of these risks rests with the Board of Directors, which delegates
the operational responsibility to the Company’s general management and appropriate sub-committees.

Credit risk

The Company's credit risk is primarily attributable to its trade receivables. The amounts presented 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.

Price risk

The Company is exposed to exchange rate fluctuations between foreign currencies and Turkish Lira mainly resulting
from loans obtained in foreign currency due to the nature of its business. Major parts of the interest rates related to
borrowings are based on market interest rates therefore the Company is exposed to interest rate fluctuations on
domestic and international markets.

Liquidity risk
The Company is generally raising funds from its bankers.
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3. UYGULANAN MUHASEBE PRENSIPLERININ OZETi (devam)

p. Netlestirme

Finansal varliklar ve ytkumltlukler, yasal olarak netlestirme hakki var olmasi, net olarak 6denmesi veya tahsilinin mtmkun
olmasi, veya varligin elde edilmesi ile yikiimltltgun yerine getirilmesinin es zamanli olarak gergeklesebilmesi halinde,
bilancoda net degerleri ile gosterilirler.

r. Muhasebe Tahminleri

Mali tablolarin Uluslararasi Finansal Raporlama Standartlan’'na gére hazirlanmasi sirasinda Yénetim'in, bilango tarihi itibariyle
mali tablolarda yer alan varliklar ve yukimltltklerin bilango degerlerini, bilangco disi yukimltltklere iliskin agiklamalan,
doénem icerisinde olusan gelir ve giderlerin tutarlarini etkileyebilecek tahmin ve varsayimlarda bulunmasi gerekmektedir.
Gergek sonuglar, bu tahminlerden farklilik gosterebilmektedir.

s. Kar Paylari
Kar payi alacaklan, temettt dagitiminin yapilacagl dénemde gelir kaydedilir, kar payr ddemeleri ise ilan edildikleri ddnemde
kardan dagrtim olarak gosterilir.

t. Hisse Basina Kar

2004 ve 2003 yillarina iliskin olarak birim hisse bagina kar hesaplamalari, 2004 ve 2003 yillar igin ¢ikarilan bedelsiz hisselerin
etkisi gozdnune alinarak, UMS 33’e uygun olarak yapilmistir. 2004 ve 2003 yillar icin ayrica diger mali enstriimanlara iliskin
hisse basina kar hesaplanmasini gerektirecek, bagka bir mali enstriiman bulunmamaktadir.

2004 ve 2003 yillart igin Sirket hisselerinin agirlikli ortalamasi ve birim hisse bagina kar hesaplamalan agagidaki gibidir (nakit
artiglarin bedelsiz hisse icermedigi varsayilmistir):

2004 2003

Tedaviildeki hisse senedi adedi 19.200.000.000 4.800.000.000

| Ocak itibariyle (toplam)

Cikartilan hisse senetleri

Gayrimenkul satis karindan transfer - 12.035.158.000

Yeniden degerleme deger artis fonundan - 2.364.842.000

transfer

Tedaviildeki hisse senedi adedi
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31 Aralik itibariyle (toplam)

19.200.000.000

19.200.000.000

Tedaviildeki hisse senedinin
Agirlikh ortalama adedi

19.200.000.000

19.200.000.000

Net kar (YTL)

1446313

12.400.526

Hisse bagina kar (YTL)

0,000075

0,000646

Sirket kar dagitimi ile ilgili calismalarini SPK'nin 30.12.2004 tarih ve 51/1747 sayili toplantisinda alinan karar ve yine SPK'nin

25.02.2005 tarih ve 7/242 sayili kararina uygun olarak ytirtitmektedir. Bununla beraber, bu rapor tarihi itibariyle Sirket'in
Yonetim Kurulu 2004 yili faaliyetlerine iliskin olarak Genel Kurul'da goriistltip onaylanacak kar payi ile ilgili ¢alismalarini
tamamlamadigindan, bu rapor kapsaminda kar dagrtim tablosu verilmemistir.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

p. 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 the liability simultaneously.

r. 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 estimates.

s. Dividends
Dividends receivable are recognized as income in the period when they are distributed and dividends payable are
recognized as an appropriation of profit in the period in which they are declared.

t. Earnings per share

As required by IAS 33, the calculation of basic earmings per share for 2004 and 2003 has been retrospectively adjusted
for the impact of bonus shares issued in 2004 and 2003. During 2004 and 2003, there are no dillutive equity instruments
outstanding, which would require the calculation of separate diluted earnings per share.

A summary of the weighted average number of shares outstanding during 2004 and 2003 and the basic earnings per
share calculation is as follows (assuming that the cash increases did not involve a bonus element):

2004 2003
Number of shares outstanding at 19.200.000.000 4.800.000.000
| January (in full)
New shares issued
Transfer from gain on sale of fixed assets - 12.035.158.000
Transfer from revaluation fund - 2.364.842.000
Number of shares outstanding at
the period end (in full) 19.200.000.000 19.200.000.000
Weighted average number of
shares Outstanding during the
period (in full) 19.200.000.000 19.200.000.000
Net profit (YTL) [.446.313 12.400.526
Basic earnings per share (YTL) 0,000075 0,000646

Public companies prepare their profit distributions in accordance with CMB regulations as follows:

The company is preparing its profit distribution in compliance with the CMB decision 51/1747 dated 30.12.2004 and
71242 dated 25.02.2005. Profit distribution table is not presented since Board of Directors’ has not completed the works
related to the profit distribution for 2004 year as at audit report date yet.
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4. KASA VE NAKIT DEGERLER

KARSAN OTOMOTIV SANAYIi VE TICARET ANONIM SIRKETI

2004 YILI FAALIYET RAPORU

31 Aralik 2004

31 Aralik 2003

YTL YTL
Kasa 5.585 4.745
Vadesiz mevduatlar 136.321 1.493.108
Vadeli mevduatlar - 1.055.481
Diger hazir degerler 50 [15
141.956 2.553.449

Bilango tarihi itibariyle bankalarda bloke mevduat tutan bulunmamaktadir.

31 Aralik 2003 tarihleri itibariyle vadeli mevduatlar asagidaki gibidir;

Ana Para Para Cinsi Acildigi Tarih Vade Faiz Orani (%) 31 Aralik 2003
YTL
400.000 TL 31.122003 02.01.2004 25 455.614
255303 usb 31.122003 02.01.2004 1,25 405.687
97.740 EURO 31.122003 02.01.2004 1,75 194.180
1.055.481

5. TICARi ALACAKLAR (NET)

31 Aralik 2004

31 Aralik 2003

YTL YTL

Ticari alacaklar 8.620.203 [1.169.382
Ticari alacaklar reeskontu (-) (105.135) (49.306)
Alacak senetleri 217410 [.057.421
Alacak senetleri reeskontu (-) (11.314) (65.829)
Diger ticari alacaklar 4.640 2.350
8.725.804 12.114.018
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4. CASH AND CASH EQUIVALENTS

31 December 2004

P | I-OPERATIONS

31 December 2003

YTL YTL

Cash on hand 5.585 4.745
Demand deposits 136321 1.493.108
Time deposits - [.055.481
Other liquid assets 50 [15
141.956 2.553.449

There are no blocked deposits at banks as of the balance sheet date.

The details of time deposits as of 31 December 2003 are as follows:

Time Deposits:

Principal Currency Begining Date Maturity Interest Rate (%) | 31 December 2003
YTL
400.000 TL 31.12.2003 02.01.2004 25 455.614
255303 usb 31.12.2003 02.01.2004 1,25 405.687
97.740 EURO 31.12.2003 02.01.2004 1,75 194.180
1.055.481

5. TRADE RECEIVABLES (NET)

31 December 2004

31 December 2003

YTL YTL

Trade receivables 8.620.203 [1.169.382

Discount on trade receivables (-) (105.135) (49.306)
Notes Receivable 217410 1.057.421

Discount on notes receivable (-) (11.314) (65.829)
Other trade receivables 4.640 2.350

8.725.804 12.114.018
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5. TICARi ALACAKLAR (NET) (devam)
31 Aralik 2004 ve 2003 tarihleri itibariyle alacak senetlerinin vadeleri agsagidaki gibidir:

31 Aralik 2004 31 Aralik 2003

YTL YTL

30 giin iginde 117410 271491
31-60 gtin icinde - 462.229
61-90 gtin icinde 100.000 323.701
217.410 1.057.421

6. ILISKILi SIRKETLERE iLiSKiN BAKIYELER VE iSLEMLER
31 Aralik 2004 ve 2003 tarihleri itibariyle iliskili sirketlerle bakiyeler ve ana islemler asagidaki gibidir:

31 Aralik 2004 31 Aralik 2003
YTL YTL

a) ilikili sirketlerden alacaklar (net)
Karsan Pazarlama 15414.686 -
Karsat Otomotiv 217.786 -
Karland Otomotiv 198.362 -
Kiraca Otomotiv 38.716 -
Kirpart Otomotiv 20.405 4436
llikili sirketlerden alacaklara reeskont (-) (539.854) (rn
15.350.101 4.425

b) iliskili sirketlere borglar (net)

Silco S.A. 9.252.690 4.722.847
Kiraga Dig Ticaret 1.400 -
Kirpart Otomotiv - 23.289
Kiraga Otomotiv - 357.187
Karland Otomotiv - 18.505
Diger 2.220 2912
lligkili sirketlere borglara reeskont (-) (1.416) (692)
9.254.894 5.124.048
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003

5. TRADE RECEIVABLES (NET) (cont’d)
The maturity composition of the notes receivables as of 31 December 2004 is as follows:

31 December 2004 31 December 2003

YTL YTL

Within 30 days 117410 271491
Within 31-60 days - 462.229
Within 61-90 days 100.000 323.701
217.410 1.057.421

6. TRANSACTIONS AND BALANCES WITH RELATED PARTIES
The balances with related parties at 31 December 2004 and 2003 and a summary of major transactions
are as follows:
31 December 2004 31 December 2003
YTL YTL
a) Due from related parties (net)
Karsan Pazarlama 15414.686 -
Karsat Otomotiv 217.786 -
Karland Otomotiv 198.362 -
Kiraca Otomotiv 38.716 -
Kirpart Otomotiv 20.405 4436
Discount on due from related parties (-) (539.854) (1
15.350.101 4.425
b) Due to related parties (net)
Silco S.A. 9.252.690 4.722.847
Kiraga Dis Ticaret 1.400 -
Kirpart Otomotiv - 23289
Kiraga Otomotiv - 357.187
Karland Otomotiv - 18.505
Other 2.220 2912
Discount on due to related parties (-) (1.416) (692)
9.254.894 5.124.048
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6. ILiISKILi SIRKETLERE iLiISKiN BAKIYELER VE iSLEMLER (devam)

2004 2003
YTL YTL
c) lligkili sirketlere satislar

Karsan Pazarlama 15.346.858 -
Karland Otomotiv |.668.263 480.401
Karsat Otomotiv 969.183 -
Silco S.A. 100.049 109.646
Kirpart Otomotiv 70.608 73.013
Kiraga Otomotiv - 198335
18.154.961 861.395
2004 2003
YTL YTL

d) lliskili sirketlerden alimlar
Silco S.A. 242.494.049 86.906.527
Kiraga Otomotiv [.653.263 2.607.886
Karland Otomotiv 572.116 91.107
Kirpart Otomotiv 248717 247815
Karsat Otomotiv 47.443 -
Ima Danismanlik 6813 -
Entek Elektrik - 685315
OES Service Ticaret - 58284
245.022.401 90.596.934
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003

6. TRANSACTIONS AND BALANCES WITH RELATED PARTIES (cont’d)

2004 2003
YTL YTL
c) Major sales to related parties

Karsan Pazarlama 15.346.858 -
Karland Otomotiv |.668.263 480.401
Karsat Otomotiv 969.183 -
Silco S.A. 100.049 109.646
Kirpart Otomotiv 70.608 73.013
Kiraga Otomotiv - 198335
18.154.961 861.395
2004 2003
YTL YTL

d) Major purchases from related parties
Silco S.A. 242.494.049 86.906.527
Kiragca Otomotiv 1.653.263 2.607.886
Karland Otomotiv 572.116 91.107
Kirpart Otomotiv 248717 247815
Karsat Otomotiv 47443 -
Ima Danismanlik 6813 -
Entek Elektrik - 685315
OES Service Ticaret - 58.284
245.022.401 90.596.934
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6. ILiISKILi SIRKETLERE iLiISKiN BAKIYELER VE iSLEMLER (devam)

31 Aralik 2004 ve 2003 tarihinde sona eren dénemler icinde Sirket'le iliskisi bulunan iliskili sirketlerin tam adlar asagidaki

gibidir:

Entek Elektrik Uretimi Otoproduiktér Grubu AS.

“Entek Elektrik”

Kiraga Otomotiv Sanayi ve Ticari Yatinmlar A.S.

“Kiraga Otomotiv"”’

Karsat Otomotiv Pazarlama ve Ticaret AS.

"“Karsat Otomotiv"

Karpe] Otomotiv Pazarlama ve Ticaret AS.

"“Karpej Otomotiv’’

Kirpart Otomotiv AS.

“Kirpart Otomotiv”

OES Orijinal Equipment Service Ticaret AS.

"OES Service Ticaret”

Karland Otomotiv Urtinleri Sanayi ve Ticaret ASS.

“Karland Otomotiv’’

Kirpart Otomotiv Pargalari Sanayi ve Ticaret AS.

“Kirpart Otomotiv”

ima Danigmalik AS.

“Ima Danismanlik”

Otoyol Sanayi AS.

"Otoyol Sanayi”

7. STOKLAR (NET)

31 Aralik 2004 ve 2003 tarihleri itibariyle stoklar asagidaki gibidir:

31 Aralik 2004 31 Aralik 2003

YTL YTL

Ik madde ve malzeme 15.951.202 18.963.992
Yar mamdiller [.859.624 [.071.042
Mamdiller 2.296.549 3.860.369
Ticari mallar [.179.746 766.623
Diger stoklar 93.347 -
Stok deger dustklugt karsilgi(-) (45.110) (409.846)
Verilen siparig avanslari 22.077.131 410.165
43.412.489 24.662.345
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6. TRANSACTIONS AND BALANCES WITH RELATED PARTIES (cont’d)

Full names of related companies having significant transactions with the Company for the years ended 3| December
2004 and 2003 are as follows:

Entek Elektrik Uretimi Otoprodiiktor Grubu AS. "“Entek Elektrik”
Kiraga Otomotiv Sanayi ve Ticari Yatinmlar A.S. “Kiraga Otomotiv"”
Karsat Otomotiv Pazarlama ve Ticaret AS. “Karsat Otomotiv"’
Karpej Otomotiv Pazarlama ve Ticaret AS. "Karpej Otomotiv”
Kirpart Otomotiv AS. “Kirpart Otomotiv"
OES Orijinal Equipment Service Ticaret AS. "OES Service Ticaret”
Karland Otomotiv Uriinleri Sanayi ve Ticaret AS. “Karland Otomotiv"”
Kirpart Otomotiv Parcalan Sanayi ve Ticaret AS. “Kirpart Otomotiv”
Ima Danismanlik AS. “Ima Danigsmanlik”
Otoyol Sanayi A.S. "Otoyol Sanayi”

7. INVENTORIES (NET)
As at 31 December 2004 and 2003, inventories are as follows:

31 December 2004 31 December 2003

YTL YTL

Raw materials 15951202 18.963.992
Work in process 1.859.624 1.071.042
Finished goods 2.296.549 3.860.369
Trade goods [.179.746 766.623
Other inventories 93.347 -
Provision for diminution in value of inventories (-) (45.110) (409.846)
Order advances given 22.077.131 410.165
43.412.489 24.662.345
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31 ARALIK 2004 VE 2003 TARIHLERI iTIBARIYLE MALi TABLOLARA iLiSKiN DIiPNOTLAR

7. STOKLAR (NET) (devam)
2004 ve 2003 vyillarinda stok deger dustkligt karsiiginda gergeklesen hareketler asagidaki gibidir:

2004 2003

YTL YTL
Acilis bakiyesi 409.846 394.046
Donem gideri - 64.017
Konusu kalmayan karsilik (314.909) -
Parasal kazang (49.827) (48.217)
Kapanis bakiyesi 45.110 409.846

8. DIGER ALACAKLAR VE DONEN VARLIKLAR
31 Aralik 2004 ve 2003 tarihleri itibariyle diger alacaklar ve dénen varliklar asagidaki gibidir:

31 Aralik 2004 31 Aralik 2003

YTL YTL

Pesin 6denen giderler 1.045.307 561.986
Gelir tahakkuklar 218432 129.678
Diger KDV 184.775 -
Diger cesitli alacaklar 75458 5372
Pesin ddenen vergi ve fonlar 5734 6.688
1.529.706 703.724

9. SATILMAYA HAZIR FINANSAL DURAN VARLIKLAR

Payi 31 Aralik 2004 31 Aralik 2003
% YTL YTL

Sirket tinvani
Bosen Enerji Elk. Uret. AS. <| 2,114 2,114
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003

7. INVENTORIES (NET) (cont’d)

Movements in the allowance for diminution in value during 2004 and 2003 are as follows:

2004 2003

YTL YTL
Begining balance at | January 409.846 394.046
Charge for the year - 64017
Provision releases (314.909) -
Monetary gain (49.827) (48.217)
Ending balance at 3| December 45.110 409.846

8. OTHER RECEIVABLES AND CURRENT ASSETS
As at 31 December 2004 and 2003, other receivables and current assets are as follows:

31 December 2004 31 December 2003

YTL YTL

Prepaid expenses 1.045.307 561.986
Income accruals 218432 129.678
Other VAT 184.775 -
Other miscellaneous receivables 75458 5372
Prepaid taxes and funds 5.734 6.688
1.529.706 703.724

9. INVESTMENT IN ASSOCIATES

Share 31 December 2004 31 December 2003
% YTL YTL

Company Name
Bosen Enerji Elk. Uret. AS. <| 2,114 2,114
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31 ARALIK 2004 VE 2003 TARIHLERI iTIBARIYLE MALi TABLOLARA iLiSKiN DIiPNOTLAR

10. MADDIi DURAN VARLIKLAR (NET)

Yeralti ve Tesis, Yapilmakta
Arazive | Yeriisti Makina ve olan
Arsalar | Diizenleri Binalar | Cihazlar Tasitlar Demirbaslar | Yatirimlar Toplam
YTL YTL YTL YTL YTL YTL L YTL

Maliyet degeri
| Ocak 2004 6.561.271 8.239.054 149.756.121 160.101.486 | 1.793.216 6.756.499 3.820.563 | 237.028210
acilis bakiyesi
Alimlar - 47.624 - 938415 | 1.027.089 527205 7.324.099 9.864.432
Cikislar - - - - | (189.940) (436) - (190.376)
Transferler - - - 574.743 - - | (3.970479) | (3.395.736)(
31 Aralik 2004 6.561.271 | 8.286.678 |49.756.121 161.614.644 | 2.630.365 7.283.268 7.174.183 | 243.306.530
kapanig bakiyesi
Birikmis
amortismanlar
| Ocak 2004 - 1.262.061 | 7.458.775 |1 16.718.484 407.222 3925372 -1 129771914
acilis bakiyesi
Doénem gideri - 330.651 | 1.990.245 | 6.761.882 490.449 810.506 -1 10383733
Cikislar - - - - (57.704) (145) - (57.849)
31 Aralik 2004 - 1.592.712 | 9.449.020 |123.480.366 839.967 4.735.733 - | 140.097.798
kapanis bakiyesi
31 Aralk 2003
itibariyle
Net Defter Degeri| 6.561.271 6.976.993 42.297.346 A 43.383.002 | 1.385.994 2.831.127 3.820.563 | 107.256.296
31 Aralik 2004
itibariyle
Net Defter Degeri| 6.561.271 6.693.966 40.307.101 | 38.134.278 | 1.790.398 2.547.535 7.174.183 | 103.208.732

(*): Bu tutar, 2004 yili icerisinde yapilmakta olan yatirmlardan maddi olmayan duran varliklara transfer edilen tutarlari ifade etmektedir.
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10. PROPERTY, PLANT AND EQUIPMENT (NET)

Machinery Construction
Land and Furnitures in
Land |Improvements| Buildings | equipment | Vehicles Fixtures Progress Total
YTL YT YTL YTL YTL YTL YTL YTL
Acquisition Cost
Opening balance 6.561.271 8.239.054/49.756.121 | 160.101.486 | 1.793216 6.756.499 3.820.563 | 237.028.210
at | Janbary 2004
Additions - 47.624 - 938415 | 1.027.089 527205 7.324.099 9.864.432
Disposals - - - - | (189.940) (436) - (190.376)
Transfers - - - 574743 - -| (3970479) | (3395736)%
Closing balance at
31 December 2004 |6.561.271 8.286.67849.756.121 |161.614.644 | 2.630.365 7.283.268| 7.174.183 | 243.306.530
Accumulated
Depreciation
Opening balance at
| January 2004 - 1.262.061| 7.458.775 | 116.718.484 407.222 3.925372 - 129771914
Charge for the year - 330.651) 1990245 | 6.761.882| 490449 810.506 - 10.383.733
Disposals - - - - (57.704) (145) - (57.849)
Closing balance at
31 December 2004 - 1.592.712| 9.449.020 |123.480.366 839.967 4.735.733 - | 140.097.798
Net book value as at
31 December 2003 |6.561.271 6.976.993|42.297.346 | 43.383.002 | 1.385.994 2.831.127 | 3.820.563 | 107.256.296
Net book value as at
31 December 2004 | 6.561.271 6.693.966/40.307.101 | 38.134.278 | 1.790.398 2.547.535 7.174.183 | 103.208.732

(*): Amount represents the transfers from construction in progress to intangible assets in 2004.
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1. MADDi OLMAYAN DURAN VARLIKLAR (NET)

Ozel Bilgisayar Arastirma ve
Maliyetler Programlar Gelistirme Toplam

YTL YTL YTL YTL
Maliyet degeri
| Ocak 2004 agilis bakiyesi 460.340 1.203.382 117409 [.781.131
Alimlar 37.746 450925 - 488.671
Transferler ['11.700 2055494 1.228.542 3395736
31 Aralik 2004 kapanis bakiyesi 609.786 3.709.801 1.345.951 5.665.538
Birikmis amortismanlar
| Ocak 2004 agilis bakiyesi 104.217 564.254 978 669.449
Doénem gideri 98.698 578.889 21978 699.565
31 Aralik 2004 kapanis bakiyesi 202915 1.143.143 22.956 1.369.014
31 Aralik 2003 itibariyle Net Defter Degeri 356.123 639.128 116.431 I.111.682
31 Aralik 2004 itibariyle Net Defter Degeri 406.871 2.566.658 1.322.995 4.296.524
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11.INTANGIBLE ASSETS (NET)
Capetalized
Leasehold Computer Research and
Improvements Software Development Total
YTL YTL YTL YTL
Acquisition Cost
Opening balance at | January 2004 460340 1.203.382 117409 [.781.131
Additions 37.746 450.925 - 488.671
Transfers [11.700 2.055.494 1.228.542 3.395.736
Closing balance at 31 December 2004 609.786 3.709.801 1.345.951 5.665.538
Accumulated Depreciation
Opening balance at | January 2004 104217 564254 978 669.449
Charge for the year 98.698 578.889 21978 699.565
Closing balance at 31 December 2004 202915 1.143.143 22.956 1.369.014
Net book value at 31 December 2003 356.123 639.128 116.431 1.111.682
Net book value at 31 December 2004 406.871 2.566.658 1.322.995 4.296.524
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12. MALi BORGLAR

31 Arahk 2004 31 Aralik 2003
YTL YTL
Kisa vadeli banka kredileri 35.431.939 8.406.032
Uzun vadeli kredilerin
kisa vadeli anapara taksitleri ve faizleri 1.033.238 843.717
Kisa vadeli finansal kira borglari 419.233 349551
Diger kisa vadeli borglar 637.868 420.051
Toplam Kisa Vadeli Mali Borglar 37.522.278 10.019.351
Uzun vadeli kredilerin uzun vadeli kismi 21.317.205 16466271
Uzun vadeli finansal kira borglari 347.270 606.541
Toplam Uzun Vadeli Mali Borglar 21.664.475 17.072.812
Toplam Mali Borglar 59.186.753 27.092.163
Uzun vadeli mali borglarin geri 6deme
analizi agsagidaki gibidir:
| — 2 yil icinde 6denecekler 21.664.475 16.299.242
2 — 3 yil icinde 6denecekler - 773.570
21.664.475 17.072.812
Finansal kiralama borglar 6deme tablosu
Finansal Kiralama | Tahakkuk Etmemis Toplam Finansal
Taksidinin Bugtinkti Degeri Faiz Tutan Kiralama Taksidi
YTL YTL YTL
lyil icinde 6denecekler 419.233 21.821 441.054
| - 2 yil icinde 6denecekler 347270 [1.044 358314
766.503 32.865 799.368
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003

12. BORROWINGS

31 December 2004 31 December 2003
YTL YTL
Short term bank loans 35431.939 8.406.032
Current portion
of long term loans 1.033.238 843.717
Short term financial lease payables 419.233 349.551
Other short term liabilities 637.868 420.051
Total short term borrowings 37.522.278 10.019.351
Long term portion of long term loans 21.317.205 16.466.271
Long term financial lease payables 347270 606.54 1
Total long term borrowings 21.664.475 17.072.812
Total borrowings 59.186.753 27.092.163
Analysis of loan repayments
is as follows:
Between one to two years 21.664.475 16.299.242
Between two to three years - 773.570
21.664.475 17.072.812

Payment schedule of financial lease payables:

Present value Interest not yet Total financial

of financial lease payable accrued lease installment

YTL YTL YTL

Within one year 419.233 21.821 441.054
Between one to two years 347270 ['1.044 358314
766.503 32.865 799.368
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12. MALI BORGCLAR (devam)
Kisa Vadeli Krediler

Tahakuk 31 Aralik

Doviz eden Faiz Maliyet 2004

Vade Miktari Tipi Faiz Orani YTL YTL YTL
Subat 2005 - Mayis 2005 20.135.125 YTL | 9%20,25-2150 65.977 20.135.125 | 20.201.102
Mart 2005 - Eylul 2005 4.500.000 Euro % 5,00 - 8,00 198.790 8.220.600 8.419.390
Subat 2005 - Haziran 2005 5.000.000 usb % 6,25 - 8,00 100.947 6.710.500 6811447
365.714 35.066.225 | 35.431.939

Uzun vadeli kredilerin kisa vadeli anapara taksitleri ve faizleri

Tahakuk 31 Aralik
Doviz eden Faiz Maliyet 2004
Vade Miktari Tipi Faiz Orani YTL YTL YTL
Haziran - Aralik 2005 389.396 Euro | Euribor+ % 0,5 [.959 711348 713307
Uzun vadeli kredilerin
faiz gideri tahakkuku 319.931 - 319.931
321.890 711.348 | 1.033.238
ﬂ— Kisa Vadeli Krediler
Tahakuk 31 Aralik
O Doviz eden Faiz Maliyet 2003
O Vade Miktari Tipi Faiz Orani YTL YTL YTL
Eylul 2004 |.875.869 Euro | Euribor+ % 0,5 28.287 3.726591 3.754.878
E Eylul 2004 [.500.000 Euro % 6,90 - 8,35 153323 2.979.891 3.133.214
O Eyltl 2004 500.000 usb % 6,66 15.796 794511 810.307
: Nisan-Mayis 2004 600.000 YTL % 26,00 24.592 683.041 707.633
221.998 8.184.034 | 8.406.032
(T
Uzun vadeli kredilerin kisa vadeli anapara taksitleri ve faizleri
+ Tahakuk 31 Aralik
), Doviz eden Faiz Maliyet 2003
>\ Vade Miktari Tipi Faiz Orani YTL YTL YTL
(-U Haziran-Aralik 2004 259.598 Euro | Euribor+ % 0,5 194 515714 515.908
(-3 Uzun vadeli kredilerin
Ll faiz gideri tahakkuku 327.809 - 327.809
Z 328.003 515.714 843.717
W
N
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003

12. BORROWINGS (cont’d)

Short-term borrowings:

Accrued 31 Dec.

Currency Interest Cost Value 2004

Maturity Amount | Type Interest Rate YTL YTL YTL
February 2005- May 2005 20.135.125 YTL 20,25-21,50% 65.977 20.135.125 20.201.102
March 2005- September 2005| 4.500.000 Euro 5,00-8,00% 198.790 8.220.600 8.419.390
February 2005- June 2005 5.000.000 usb 6,25-8,00% 100.947 6.710.500 6.811.447
365.714 35.066.225 35.431.939

Current portion of long-term borrowings:
Accrued 31 Dec.
Currency Interest Cost Value 2004
Maturity Amount Type Interest Rate YTL YTL YTL
June 2005- December 2005 389.396 Euro Euribor+0,50% 1.959 711348 713.307
Interest accrual of
long-term loans 319931 - 319931
321.890 711.348 1.033.238
Short-term borrowings:
Accrued 31 Dec.
Currency Interest Cost Value 2003
Amount Type | Interest Rate YTL YTL YTL
Maturity
September 2004 1.875.869 Euro Euribor+0,5% 28287 3726591 3.574.878
September 2004 1.500.000 Euro 6,90-8,35% 153.323 2.979.891 3.133214
September 2004 500.000 usb 6,66% 15.796 794.511 810.307
April-May2004 600.000 YTL 26,00% 24.592 683.041 707.633
221.998 8.184.034 | 8.406.032
Current portion of long-term borrowings:
Accrued 31 Dec.
Currency A Interest Cost Value 2003
Maturity Amount Type Interest Rate YTL YTL YTL
June-December 2004 259.598 Euro Euribor+ 0,5% 194 515714 515.908
Interest accrual of
long-term loans 327.809 - 327.809
328.003 515.714 843.717
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12. MALI BORGCLAR (devam)
Uzun Vadeli Krediler

31 Aralik

Déviz Faiz 2004

Miktari Tipi Vade Orani YTL
5.150.000 EURO Ocak - Kasim 2006 % 530-7,13 9.408.020
4.850.000 usb Ocak - Eylul 2006 % 6,28 -7,10 6.509.185
5.400.000 YTL Mayis - Aralik 2006 % 21,45 - 24,65 5.400.000
21.317.205

31 Aralik

Doviz Faiz 2003

Miktari Tipi Vade Orani YTL
3.500.000 EURO Mayis - Haziran 2005 % 6,98 - 8,00 6.953.080
500.000 usD Mayis - Haziran 2005 % 6,16 - 8,00 8.739.620
389.396 EURO 28 Haziran 2006 Euribor + 9% 0,5 773.571
16.466.271

13. TICARI BORGLAR (NET)

31 Aralik 2004 31 Aralik 2003

YTL YTL

Ticari borglar [1.148.929 23.625.140
Ticari borg reeskontu (-) (138.539) (268.213)
Bor¢ senetleri 28.899 34.835
Borg senetleri reeskontu (-) (1.129) (2.130)
11.038.160 23.389.632
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12.

BORROWINGS (cont’d)

Long-term borrowings

31 December

Currency Interest 2004

Amount Type Maturity Rate YTL
5.150.000 EURO Jan - Nov. 2006 % 530-7,13 9.408.020
4.850.000 usb Jan - Sep. 2006 % 6,28 - 7,10 6.509.185
5.400.000 YTL May - Dec. 2006 % 21,45 - 24,65 5.400.000
21.317.205

3| December

Currency Interest 2003

Amount Type Maturity Rate YTL
3.500.000 EURO May - June 2005 % 6,98 - 8,00 6.953.080
500.000 usb May - June 2005 % 6,16 - 8,00 8.739.620
389.396 EURO 28 June 2006 Euribor + % 0,5 773571
16.466.271

. TRADE PAYABLES (NET)
31 December 2004 31 December 2003
YTL YTL
Trade payables [1.148.929 23.625.140
Discount on trade payables (-) (138.539) (268.213)
Notes payable 28.899 34.835
Discount on notes payable (-) (1.129) (2.130)
11.038.160 23.389.632
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2004 YILI FAALIYET RAPORU

14. DIGER BORCLAR VE GIDER TAHAKKUKLARI

31 Aralik 2004 31 Arahk 2003
YTL YTL
Personele borglar 388416 322347
Odenecek SSK primleri 506.653 420875
Odenecek vergi ve harglar [.914.522 2.081.155
Ertelenmis vergi ve yukimldlikler 171453 29.882
Gider tahakkuklar 1.067.930 693212
4.048.974 3.547.471
15. VERGI

31 Aralik 2004 31 Aralik 2003
YTL YTL

Vergi karsihig:
Cari kurumlar vergisi karsiligi - -
Ertelenmis vergi gideri (faydasi) 884.389 (7.581.411)
884.389 (7.581.411)

Kurumlar Vergisi :

Sirket, Turkiye'de gegerli olan kurumlar vergisine tabidir. Sirketin cari ddnem faaliyet sonuglarina iliskin tahmini vergi
yuktmlultkleri igin ekli mali tablolarda gerekli karsiliklar ayrlmistir.

Vergiye tabi kurum kazanci tizerinden tahakkuk ettirilecek kurumlar vergisi orani, ticari kazancin tespitinde gider yazilan
vergi matrahindan indirilemeyen giderlerin eklenmesi ve yurticinde yerlesik sirketlerden alinan temetttler, vergiye tabi
olmayan gelirler ve kullanilan yatinm indirimleri distldtkten sonra kalan matrah tzerinden hesaplanmaktadir.

Gegerli olan Kurumlar Vergisi oranlar:

* 2003 yili: %30 (%10 oranindaki fon payr kaldirlmistir)

* 2004 yili: %33 (Resmi Gazete'nin 2 Ocak 2004 tarihli sayisinda yayinlanan 5035 sayili kanun ile kurumlar vergisi orani
9%30'dan %33'e yukseltiimistir.)

2005 yili: %30
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14. OTHER PAYABLES AND CURRENT LIABILITIES

31 December 2004

P | I-OPERATIONS

31 December 2003

YTL YTL

Payable to personnel 388416 322347
Social security premiums payable 506.653 420.875
Taxes and funds payable [.914.522 2.081.155
Deferred income 171453 29.882
Expense accruals 1.067.930 693.212
4.048.974 3.547.471

. TAXATION ON INCOME

31 December 2004

31 December 2003

YTL YTL

Taxation:
Current income tax - -
Deferred tax benefit / charge 884.389 (7.581.411)
884.389 (7.581.411)

Corporate Tax :

The Company is subject to Turkish Corporation and Income Withholding taxes.

Corporation tax is applied at a rate of 30% on taxable corporate income, which is calculated from the statutory accounting
profit by adding back non-deductible expenses, and by deducting dividends received, other exempt income and investment

incentives utilised.

The effective rates of tax are as follows:

* In2003:30% (10 % fund contribution was abolished.)

* In 2004: 33% (the corporate tax rate was increased from 30% to 33% by Law No. 5035 published in the Official
Gazette on 2 January 2004)

* In 2005: 30%
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I5. VERGI (devam)

Turkiye'de gegici vergi Uger aylik donemler itibariyle hesaplanmakta ve tahakkuk ettirilmektedir. Gegici kurumlar vergisi
orani 24 Nisan 2003 tarihinden gegerli olmak Uzere %25'den %30'a yukseltilmistir. Bu oran 2004 yilinda ise %33 olarak
uygulanmigtir. 2005 yili kurum kazanglarinin gegici vergi ddnemleri itibariyle vergilendirilmesi asamasinda kurum kazanglari

tzerinden %30 oraninda gegici vergi hesaplanacaktir.

Zararlar, gelecek yillarda olusacak vergilendirilebilir kardan dustlmek tizere, maksimum 5 yil taginabilir. Ancak olusan
zararlar geriye donuk olarak, énceki yillarda olusan karlardan dustilemez.

Turkiye'de vergi degerlendirmesiyle ilgili kesin ve kati bir mutabakatlasma proseduirti bulunmamaktadir. Sirketler ilgili yilin
hesap kapama dénemini takip eden yilin 15 Nisan tarihine kadar vergi beyannamelerini hazifamaktadir. Vergi Dairesi

tarafindan bu beyannameler ve buna baz olan muhasebe kayitlari 5 yil icerisinde incelenerek degistirilebilir.
Gelir Vergisi Stopaji:

Kurumlar vergisine ek olarak, dagrtiimasi durumunda kar payi elde eden ve bu kar paylarini kurum kazancina dahil ederek
beyan eden tam mukellef kurumlara ve yabana sirketlerin Ttrkiye'deki subelerine dagrtilanlar hari¢ olmak tzere kar paylari
Uzerinden ayrica gelir vergisi stopaji hesaplanmasi gerekmektedir. Gelir vergisi stopaji 24 Nisan 2003 tarihinden itibaren
tum sirketlerde % 10 olarak ilan edilmistir. Dagitilmayip sermayeye ilave edilen kar paylari gelir vergisi stopajina tabi

degildir. 2002 ve 6ncesinde kurumlar vergisinden istisna edilen baz kazanglar tizerinden dagitima bagli olmaksizin yapilan
istisna kazang stopaji genel olarak kaldinlmistir. Ancak, 24 Nisan 2003 tarihinden 6nce alinmig yatinm tesvik belgelerine
istinaden yararlanilan yatinm indirimi tutan tzerinden hala % 19,8 vergi tevkifati yapilmasi gerekmektedir. Sirketlerin
vergilendirilebilir kazanglari yatinm indirimi istisnasina konu olabilecek tutara ulasincaya dek, bu indirimden yararlanilabilir.
Sirketlerin kar etmemesi ya da zararda olmasi durumunda bu indirim hakki sonraki yillarda elde edilecek vergilendirilebilir
kazanglardan dustimek Gizere sonraki yillara taginabilir. Kazang yetersizligi nedeniyle yararlanilamayan yatinm indirimi
istisnasl, istisnanin uygulanabilecegi sonraki yillar igin yillik TEFE artis oraninda artirlarak uygulanir.

Enflasyona Gore Diizeltilmis Vergi Hesaplamasi:

2003 yili ve 6nceki donemlerde, sabit kiymetlerin ve buna bagli olarak amortismanlarinin senelik olarak yeniden degerlemeye
tabi tutulmalari haricinde; vergiye esas dénem kari enflasyona gore dizeltilmis tutarlan tzerinden hesaplanmamaktaydi.
30 Aralik 2003 tarih ve 25332 sayili Resmi Gazete'de yayimlanan 5024 sayili Kanun ile Turkiye'de enflasyon muhasebesi
uygulamasinin 2004 yili ve sonraki ddnemlerde gecerli olacak sekilde; enflasyon oraninin kanunda belirlenen sinirlara
ulagmasi durumunda uygulanmasini gerekmektedir. Vergi mevzuatindaki enflasyon muhasebesi ilkeleri UMS 29 “Ytksek

Enflasyonlu Ekonomilerde Finansal Raporlama” standardindaki htkiimlerden onemli dlgtide farklilik gostermemektedir.

Ertelenmis Vergi:

Sirket, vergiye esas yasal mali tablolari ile UFRS'ye gdre hazirlanmis mali tablolart arasindaki farkliliklardan kaynaklanan
gegici zamanlama farklan igin ertelenmis vergi alacagi ve yikimltltgl muhasebelestirmektedir. S6z konusu farkliliklar
genellikle bazi gelir ve gider kalemlerinin vergiye esas tutarlan ile UFRS'ye gore hazifanan mali tablolarda farkl donemlerde
yer almasindan kaynaklanmakta olup asagida agiklanmaktadir. Ertelenmis vergi oran, yararlanilacak yatinm indirimi igin
9%10,2 (2003: %10,2), diger tim zamanlama farklari icin 9%30'dur (2003: %30).
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003
I5. TAXATION ON INCOME (cont’d)

In Turkey, advance tax retumns are filed on a quarterly basis. The advance corporate income tax rate was increased from
25% to 30%, effective from 24 April 2003, and to 33% for 2004. In 2004, the advance corporate income tax rate was applied
33%. Starting from 2005, advance corporate income tax rate will be 30%.

Losses can be carried forward for offsetting against future taxable income for up to 5 years. Losses cannot be carried back
for offsetting against 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 15 April following the close of the accounting year to which they relate. Tax authorities may, however, examine such
returns and the underlying accounting records and may revise assessments within five years.

Income withholding tax:

In addition to corporate taxes, companies should also calculate income withholding taxes and funds surcharge on any
dividends distributed, except for companies receiving dividends who are resident companies in Turkey and Turkish branches
of foreign companies. The rate of income withholding tax is 10% starting from 24 April 2003. Undistributed dividends
incorporated in share capital are not subject to income withholding taxes. Income withholding tax which was calculated in
2002 and prior years on various types of income and gains exempt from corporation tax, whether distributed or not, has
been removed in general. However, 19,8% withholding tax is still applied to investment allowances relating to investment
incentive certificates obtained prior to 24 April 2003. Such allowances may be used to relieve corporation tax liability until
the profits reach the calculated level of exemption. If companies fail to make a profit or incur losses, any allowance outstanding

may be carried forward to following years so as to be deducted from taxable income of subsequent profitable years. Carried
forward investment incentives to be deducted from corporate tax liability in the following periods are revalued with the
applicable WPI.

Inflation Adjusted Tax Calculation:

For 2003 and previous years, taxable profits were calculated without any inflation adjustment to the statutory records, except
that fixed assets and the related depreciation were revalued annually. Law No. 5024 published in the Official Gazette No.
25332 on 30 December 2003 requires the application of inflation accounting in Turkey in 2004 and future years for tax
purposes, if the actual rate of inflation meets certain thresholds, using principles which do not differ substantially from the
principles in IAS 29.

Deferred Tax:

The Company recognizes deferred tax assets and liabilities based upon temporary differences arising between its financial
statements as reported for IFRS purposes and its statutory tax financial statements. These differences usually result in the
recognition of revenue and expenses in different reporting periods for IFRS and tax purposes and are set out below:

Temporary differences occur between the years in which certain items of income and expense are recorded for accounting
and for tax purposes. These timing differences are calculated over the depreciation expenses of property, plant and equipment
(except land) and intangible fixed assets, the restatement of inventories, retirement pay provision, and investment incentives
benefited, etc.

Deferred taxation is calculated at a rate of 30% (2003:30%), except for the investment incentires, which are calculated 10,2%
(2003:10,2%).
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2004 YILI FAALIYET RAPORU

| |-FAALIYETLER

31 ARALIK 2004 VE 2003 TARIHLERI iTIBARIYLE MALi TABLOLARA iLiSKiN DIiPNOTLAR

15. VERGI (devam)

31 Aralik 2004 31 Aralik 2003
YTL YTL
Ertelenmis vergiye baz teskil eden
zamanlama farkliliklar:
Maddi ve maddi olmayan duran varliklar (*) 27.643.296 16.586.721
Kidem tazminati karsiligi (1.078.753) (1.056.839)
Yararlanilacak yatinm indirimi (49.189.713) (53.525.760)
Reel olmayan finansman maliyetleri (2.155.574) -
Stoklarin endekslenmesi (1.378.753) (316.626)
Finansal kiralama borglari (401.580) (779.198)
Alacak reeskontu (644.989) (49.306)
Borg reeskontu 139.955 278811
Pesin 6denen giderler 132270 -
Gelir ve gider tahakkuklan (net) 509.564 -
Vergiden mahsup edilecek gecmis yil zararlan (42.955.327) (43.231.682)
(69.379.604) (82.093.879)
(*) Maddi ve maddi olmayan duran varliklara iliskin zamanlama farklarnt UFRS'ye gére hesaplanan duran varliklarla Vergi Usul Kanunu'nun 5024 sayili kanununa

gbre hesaplanan duran varliklar arasinda olusan, amortisman, kur farki gibi farkli uygulamalardan kaynaklanmaktadir.

31 Aralik 2004 31 Aralik 2003

Ertelenmis Vergi (aktifi) / pasifileri: YTL YTL
Maddi ve maddi olmayan duran varliklar (¥) 8.292.989 4.976.017
Kidem tazminati karsiligi (323.626) (317.052)
Yararlanilacak yatinm indirimi (5.382.990) (5.459.629)
Reel olmayan finansman maliyetleri (646.672) -
Stoklarin endekslenmesi (413.626) (94.988)
Finansal kiralama borglari (120.474) (233.760)
Alacak reeskontu (193.497) (14.792)
Borg reeskontu 41.987 83.643
Pesin ddenen giderler 39.681 -
Gelir ve gider tahakkuklari (net) 152.869 -
Vergiden mahsup edilecek gegcmis yil zararlan (12.886.598) (12.969.503)
(11.439.957) (14.030.064)

2004 2003

Ertelenmis Vergi (aktifi) / pasifi hareketleri: YTL YTL
I Ocak, agilig bakiyesi(14.030.064) (14.030.064) (7.539.385)
Acilis bakiyesine yapilan duzeltme - 168.186
Parasal kayip 1.705.718 922.546
Ertelenmis vergi gideri/ (gelir) (net) 884.389 (7.581.411)
31 Aralik, kapanis bakiyesi (11.439.957) (14.030.064)
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003
15. TAXATION ON INCOME (cont’d)

3| December 2004 31 December 2003
YTL YTL
Temporary differences
subject to deferred tax:
Restatement of tangible fixed assets (*) 27.643.296 16.586.721
Retirement pay provision (1.078.753) (1.056.839)
Unused investment incentive (49.189.713) (53.525.760)
Tax deductible finance expenses (2.155.574) -
Restatement of inventories (1.378.753) (316.626)
Financial lease payables (401.580) (779.198)
Discount of accounts receivable (644.989) (49.306)
Discount of accounts payable 139.955 278811
Prepaid expenses 132270 -
Income and expense accruals (net) 509.564 -
Carried forward tax losses (42.955.327) (43.231.682)
(69.379.604) (82.093.879)
((*) According to the law on inflation adjustment on the determination of income and corporate tax bases, which became effective on 1.1.2004, it is
possible to adjust the balance sheet as of 31.12.2003 according to inflation. Therefore, the difference resulting from the restatement of tangible fixed
assets are not considered as timing differences.

31 December 2004 31 December 2003

Components of Deferred Tax (Assets)/Liabilities: YTL YTL
Restatement of tangible fixed assets (*) 8.292.989 4976017
Retirement pay provision (323.626) (317.052)
Unused investment incentive (5.382.990) (5.459.629)
Tax deductible finance expenses (646.672) -
Restatement of inventories (413.626) (94.988)
Financial lease payables (120.474) (233.760)
Discount of accounts receivable (193.497) (14.792)
Discount of accounts payable 41.987 83.643
Prepaid expenses 39.681 -
Income and expense accruals (net) 152.869 -
Carried forward tax losses (12.886.598) (12.969.503)
(11.439.957) (14.030.064)

2004 2003

Movement of Deferred Tax (Assets)/Liabilities: YTL YTL
Opening balance at | January (14.030.064) (7.539.385)
Adjustment to the opening balance - 168.186
Monetary gain 1.705.718 922.546
Taxation charge on deferred tax 884.389 (7.581411)
Closing balance at 31 December (11.439.957) (14.030.064)
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31 ARALIK 2004 VE 2003 TARIHLERI iTIBARIYLE MALi TABLOLARA iLiSKiN DIiPNOTLAR

15. VERGI (devam)

2004 2003
YTL YTL
Vergi karsiiginin mutabakatr:
Vergi ve parasal kazang éncesi kar/(zarar) (2.529.652) 192016
Parasal kazang 4.860.354 4.627.099
Parasal kazang sonrasi ve vergi &ncesi zarar 2.330.702 4.819.115
Etkin vergi orant ile hesaplanan vergi 769.132 [.445.735
Vergiye etkisi olan kalemler:
- Kanunen kabul edilmeyen giderlerin
vergi etkisi 211.869 744981
- Temettt ve diger vergiden muaf gelirlerin
vergi etkisi (492.073) (2.326513)
- Vergiden mahsup edilen gegmis yil zarar.
vergi etkisi 184.551 12.969.504
- Yararlanilan yatinm indirimlerinin vergi etkisi (587.122) (5.459.627)
- Vergiden muaf parasal kazanglarin /
(kayiplanin) vergi etkisi 798.032 207331
Vergi 884.389 7.581.411

16. KIDEM TAZMIiNATI KARSILIGI

Turkiye'de mevcut kanunlar gergevesinde, Sirket bir yillik hizmet stresini dolduran ve herhangi bir gecerli nedene bagli
olmaksizin isine son verilen, askerlik hizmeti icin gbreve ¢agrilan, vefat eden, erkekler icin 25 kadinlar igin 20 yillik hizmet
stiresini dolduran yada emeklilik yasina gelmis (kadinlarda 58, erkeklerde 60 yas) personeline kidem tazminati demesi
yapilmak zorundadir.

Kidem tazminati édemeleri, her hizmet yili icin 30 giinliik briit maag tizerinden hesaplanmaktadr. ligili bilango tarihi itibariyle
6denecek kidem tazminati, 2004 senesi icin aylik 1.574,74 TL tavanina tabidir (2003: 1.323,95 YTL).

Yeniden dizenlenmis UMS 19 ilk kez 1999 yilinda uygulanmaya baglanmistir. Temel uygulama prensiplerini degistirmemekle
birlikte, yeniden diizenlenmis standart yukimltligin gelecek ddnemlere ait oldugunu dikkate alarak, yukimlultgin
muhasebelestirilmesini daha agik hale getirmistir:

* Netinin reel iskonto oranini verecegi tahmini bir enflasyon beklentisi ve uygun bir iskonto orani belidlenmelidir. Hesaplanan
reel iskonto orani gelecekte 6denecek kidem tazminati ddemelerinin bilango tarihi itibariyle bugtinkti degerlerinin
hesaplanmasinda kullaniimalidir.

« Istege bagli isten ayrimalar neticesinde ddenmeyip, Sirket'e kalacak olan kidem tazminati tutarfaninin tahmini orani da
dikkate alinmalidir.

Sirket'in elemanlaninin gelecekteki emekliliginden kaynaklanan tahmini yiktmltltgtine iliskin karsilik, bugtinkti degerlerinin
tahmin edilmesi yoluyla ekli mali tablolara yansitilmistir.

Yukaridaki tarihler itibariyle kidem tazminati yakumldltkleri, yaklagik yillik %6 reel iskonto orani ve gegmis yillarda gergeklesen
veriler dikkate alinarak hesaplanan yaklasik yillik %8 oraninda ¢alisanlarin kendi istekleriyle isten aynimalar sonucunda
kidem tazminati yUkimltltgunin ddenmeyecegi dikkate alinarak belinenmistir.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003
15. TAXATION ON INCOME (cont’d)

2004 2003

YTL YTL
Reconciliation of taxation:
Profit / (loss) before taxation and monetary gain (2.529.652) 192016
Monetary gain 4.860.354 4.627.099
Profit before tax after monetary gain 2.330.702 4.819.1'15
Tax at the domestic income tax rate 769.132 1.445.735
Tax effects of:
- non-deductible expenses 211.869 744981
- dividend income and other non-taxable income (492.073) (2.326513)
- carried forward tax losses 184.551 12.969.504
- investment incentives (587.122) (5.459.627)
- monetary gains / losses not deductible 798.032 207.331
Taxation per Income Statement 884.389 7.581.411

16. RETIREMENT PAY PROVISION

Under Turkish law, the Company is required to pay employment termination benefits to each employee who has
completed one year of service and whose employment is terminated without due cause, is called up for military service,
dies or who retires after completing 25 years of service (20 years for women) and achieves the retirement age

(58 for women and 60 for men).

The provision is made in respect of all eligible employees, at a rate of 30 days gross pay for each year of service. The
rate of pay is that ruling at the respective balance sheet dates, subject to a maximum of 1.574,74 YTL per month as of
31 December 2004 (31 December 2003 1.323,95 YTL per month).

For the year 1999, IAS 19 (Revised) (“Employee Benefits”) became applicable for the first time. Although not changing
the fundamental principles involved, the revised standard made clearer the obligation to consider the issues related to
accounting for a future benefit:

* An expected inflation rate and an appropriate discount rate should both be determined, the net of these being the
real discount rate. This real discount rate should be used to discount future retirement payments to their present value
at the balance sheet date.

* The anticipated rate of forfeitures should be considered.

Consequently, in the accompanying financial statements, the provision has been calculated by estimating the present
value of the future probable obligation of the Company arising from the retirement of the employees.

The provisions at the respective balance sheet dates have been calculated assuming a discount rate of approximately
6% and an anticipated 8% rate of forfeitures based on historical data.
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31 ARALIK 2004 VE 2003 TARIHLERI iTIBARIYLE MALi TABLOLARA iLiSKiN DIiPNOTLAR

16.

KIDEM TAZMINATI KARSILIGI (devam)
2004 2003
YTL YTL
| Ocak itibariyle karsilik 1.056.840 [.831.253
Parasal kazang (128.487) (224.078)
Doénem gideri / (geliri) (net) 150.400 (550.335)
31 Aralik itibariyle karsilik 1.078.753 1.056.840

. TAAHHUTLER VE YUKUMLULUKLER

Bilango disi taahhiit ve yukiimliiliikler:
31 Aralik 2004 ve 2003 tarihleri itibariyle bilango digi yukumltltkler asagidaki gibidir:

31 Aralik 2004 31 Aralik 2003

Taahhiit Tutan Taahhiit Tutan

Taahhiit Tiira YTL YTL
Verilen Teminatlar (*) 2.727.583 6.642.100
Verilen Kefaletler (**) - 290.089
Verilen Harici Garanti (*#%) 730.720 496.649
3.458.303 7.428.838

(*) Verilen Teminat mektuplarinin 2.016.234 YTL'si (31.12.2003: 1.626.224 YTL) gtimrtklere, vergi dairesine ve diger kamu kuruluslarina; 711.349 YTL'si
(31.122003: 5.015.876 YTL) alinan kredilere karsilik bankalara verilen teminat mektuplarindan olusmaktadir.

(**) 31 Aralik 2004 tarihi itibariyle verilen kefalet bulunmamaktadir (31.12.2003: Verilen kefaletlerin tamami alinan avans karsiliginda bir sirkete verilmistir).

(***) Verilen Harici Garanti'nin tamami Sirket'in sac ithalati yurtdisindaki bir firmaya garanti olarak verilen teminat mektubundan olusmaktadir
(31.12.2003: 496.649).
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16.

P | I-OPERATIONS

RETIREMENT PAY PROVISION (cont’d)
2004 2003
YTL YTL
Provision at | January 1.056.840 1.831.253
Monetary gain (128.487) (224.078)
Period charge / (benefit) (net) 150.400 (550.335)
Provision at 31 December 1.078.753 1.056.840

.COMMITMENTS AND CONTINGENCIES

Contingent Liabilities:

As at 31 December 2004 and 2003 commitments and contingencies are as follows:

31 December 2004

31 December 2003

Type YTL YTL
Letters of guarantee given (¥) 2.727.583 6.642.100
Guarantees given (*%¥) - 290.089
Foreign guarantees given (*#%) 730.720 496.649

3.458.303 7.428.838

(*) Among the letters of guarantee given, 2.016.234 YTL (31.12.2003: 1.626.224 YTL) has been given to customs, tax authorities, and other public

corporations; and 711.349 YTL (31.12.2003: 5.015.876 YTL) has been issued to banks against the borrowings.

(**) There are no guarantees given as of balance sheet date (31 December 2003: All the guarantees have been given to a company concerning the

advance received).

(***) The foreign guarantees given consist of the letters of guarantee which have been given to a foreign firm from which the Company imports steel

sheets (31.12.2003: 496.649 YTL).
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31 ARALIK 2004 VE 2003 TARIHLERI iTIBARIYLE MALiI TABLOLARA iLiSKiN DIiPNOTLAR
18. SERMAYE VE YASAL YEDEKLER

31 Aralik 2004 31 Aralik 2003
Ortaklar % YTL % YTL
Kiraga Otomotiv San. ve Tic.Yat. AS 68,54 [3.160.555 73,93 [4.194912
Diniz Group 12,52 2403.376 12,52 2403376
Otoyol Sanayi AS. 0,95 182.400 0,95 182.400
Inan Kirag 2,25 432.000 2,25 432.000
Diger 15,74 3.021.669 10,35 1.987.312
Toplam 100,00 19.200.000 100,00 19.200.000
Enflasyon dizeltmesi 22.585.778 22.585.778
Yeniden duzenlenmis sermaye 41.785.778 41.785.778

Sirket'in sermayesi 1.824.000.000 adet A grubu ve 17.376.000.000 adet B grubu hisseden olusmaktadir.

Sirket'in kayith sermaye tavanini 40.000.000 YTL'dir. (31 Aralik 2003: 40.000.000 YTL).

Sirket Ana Mukavelesi'nin 8. Maddesi ile (A) Grubu hisse senedi sahiplerine, Yénetim Kurulu'na segilecek yedi azadan
besi A Grubu hisse senedi sahiplerinin gosterecegi adaylar arasindan segilmesi imtiyazi taninmistir.

Tertip Grup Yonetim Kurulu Segiminde Imtiyaz
|+24+3+4 A Madde No : 8

Yasal yedekler Turk Ticaret Kanunu'na gore ayrilan birinci ve ikinci tertip yasal yedeklerden olusmaktadir. Birinci tertip
yasal yedekler, tim yedekler enflasyona gore dtizeltiimis mali tablolarda yer alan 6denmis sermayenin %20'sine erisene
kadar, gecmis dénem ticari karindan yillik %5 oraninda ayrilir. Ikinci tertip yasal yedekler, birinci tertip yasal yedek ve
temettlerden sonra, tiim nakdi temettt dagitimlan tzerinden yillik %10 oraninda aynilir.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2003 AND 2002
18.SHARE CAPITAL AND LEGAL RESERVE

31 December

31 December

2004 2003
Shareholders % YTL % YTL
Kiraga Otomotiv San. ve Tic.Yat. AS 68,54 |3.160.555 73,93 [4.194912
Diniz Group 12,52 2.403.376 12,52 2403376
Otoyol Sanayi AS. 0,95 182.400 0,95 182.400
Inan Kirag 2,25 432.000 2,25 432.000
Other 15,74 3.021.669 10,35 1.987.312
Total 100,00 19.200.000 100,00 19.200.000
Inflation adjustment 22.585.778 22.585.778
Adjusted capital 41.785.778 41.785.778

The company's share capital consists of 1.824.000.000 shares of Class A and 17.376.000.000 shares of Class B.

The Company's registered capital ceiling is 40.000.000 YTL (3| December 2003: 40.000.000 YTL).

In the Company’s Articles of Association, article 8, a privilege has been given to the group (A) shareholders. According
to the privilege, five members (out of seven) of Board of Directors will be elected among the proposed candidates by

group (A) shareholders.

Tier Group
[+2+3+4 A

Privilege on BOD election
Article No : 8

The legal reserves consist of first and second legal reserves, appropriated in accordance with the Turkish Commercial
Code. The first legal reserve is appropriated out of historical statutory profits of the prior year at the rate of 5% per
annum, until the total reserve reaches 20% of the historical paid-in share capital. The second legal reserve is appropriated
after the first legal reserve and dividends, at the rate of 10% per annum of all cash dividend distributions.
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31 ARALIK 2004 VE 2003 TARIHLERI iTIBARIYLE MALi TABLOLARA iLiSKiN DIiPNOTLAR

18. SERMAYE VE YASAL YEDEKLER (devam)

Oz sermaye enflasyon diizeltmesi farklar asagidaki gibidir:

31 Aralik 2004 31 Aralik 2003
YTL YTL
Sermaye 22.585.778 22.585.778
Emisyon primi 15.423.439 15423439
Yasal yedekler [1.211.398 [1.211.398
Olaganustu yedekler 38.658.027 38.658.027
Diger kar yedekleri 80.045 80.045
87.958.687 87.958.687
19. NET SATISLAR
2004 2003
YTL YTL
Yurt igi satiglar 369.304.904 184.010.403
Yurt disi satiglar [1.000.721 10.634.564
Diger gelirler 105.164 61.548
Satis iadeleri(-) (2.149.250) (1.479.001)
Satig iskontolart (-) (182.320) (216.151)
378.079.219 193.011.363
20. SATILAN MALIN MALIYETI
2004 2003
YTL YTL
Hammadde kullanimi 299.175.696 140.259.296
Direkt is¢ilik 5.587.137 3.779.634
Genel Uretim gideri 18.571.328 10.547.985
Amortisman 5.498.452 3.819.226
Yari mamul stogundaki degisim (788.582) (103.493)
Bitmis mamul stogundaki degisim 1.563.820 (723.087)
Satilan ticari mal maliyeti 12028413 6.226.562
341.636.264 163.806.123
21. FAALIYET GIDERLERI
2004 2003
YTL YTL
Pazarlama, satis ve dagitim giderleri 4.444.120 3.288.222
Genel yonetim giderleri 10.428.271 7.588.446
14.872.391 10.876.668
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003

18. SHARE CAPITAL AND LEGAL RESERVES (cont’d)

Inflation adjustment differences are as follows:

31 December 2004 31 December 2003
YTL YTL
Capital 22.585.778 22.585.778
Premium in excess of par 15423.439 15.423.439
Legal reserves [1.211.398 [1.211.398
Extraordinary reserves 38.658.027 38.658.027
Other reserves 80.045 80.045
87.958.687 87.958.687
19. NET SALES
2004 2003
YTL YTL
Domestic sales 369.304.904 184.010.403
Export sales [ 1.000.721 10.634.564
Other revenues 105.164 61.548
Sales retumns (-) (2.149.250) (1.479.001)
Sales discounts (-) (182.320) (216.151)
378.079.219 193.011.363
20. COST OF SALES
2004 2003
YTL YTL
Raw matenials consumed 299.175.696 140.259.296
Direct labor 5.587.137 3.779.634
Production overheads 18.571.328 10.547.985
Depreciation 5498452 3.819.226
Change in work-in-process inventories (788.582) (103.493)
Change in finished goods 1.563.820 (723.087)
Cost of merchandises sold 12028413 6.226.562
341.636.264 163.806.123
21. OPERATING EXPENSES
2004 2003
YTL YTL
Marketing, selling and distributing expenses 4.444.120 3.288.222
General administrative expenses 10.428.271 7.588.446
14.872.391 10.876.668
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| |-FAALIYETLER

31 ARALIK 2004 VE 2003 TARIHLERI iTIBARIYLE MALi TABLOLARA iLiSKiN DIiPNOTLAR

22. FINANSMAN GIDERLERI (NET)

2004 2003
YTL YTL
Menkul kiymet satis karlari 1.288 19.059
Faiz gelirleri 60.457 337.634
Kambiyo karlari 2.301.806 3.164.267
Reeskont faiz gelirleri 132,573 790.582
Kambiyo zararlari (-) (2.490.209) (3.732.819)
Reeskont faiz giderleri (-) (999.870) (577.693)
Borglanma maliyeti (-) (14.266.025) (8.033.925)
(15.259.980) (8.032.895)

23. DIGER (GIDERLER) / GELIRLER (NET)
2004 2003
YTL YTL
Konusu kalmayan karsiliklar 220.000 207.544
Temettl gelirleri - 227
Finansal duran varlik satig kari - 656.462
Diger gelirler / (giderler) (net) 452.158 859.078
Karsilik giderleri (-) - (235.619)
Calismayan kisim giderleri (-) (9.512.394) (11.591.353)
(8.840.236) (10.103.661)
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003

22.

P | I-OPERATIONS

23.

FINANCE EXPENSES (NET)

2004 2003
YTL YTL
Marketable securities income 1.288 19.059
Interest income 60.457 337.634
Foreign exchange gain 2.301.806 3.164.267
Discount income 132,573 790.582
Foreign exchange loss (-) (2.490.209) (3.732.819)
Discount expense (-) (999.870) (577.693)
Cost of borrowings (-) (14.266.025) (8.033.925)
(15.259.980) (8.032.895)

OTHER (EXPENSES) / INCOME (NET)
2004 2003
YTL YTL
Provision released 220.000 207.544
Dividend income - 227
Gain on sale of investments available for sale - 656.462
Other income / (expense) (net) 452.158 859.078
Provision expenses (-) - (235.619)
Idle capacity expenses (-) (9.512.394) (11.591.353)
(8.840.236) (10.103.661)
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31 ARALIK 2004 VE 2003 TARIHLERI iTIBARIYLE MALi TABLOLARA iLiSKiN DIiPNOTLAR

|-FAALIYETLER

KARSAN OTOMOTIV SANAYIi VE TICARET ANONIM SIRKETI

2004 YILI FAALIYET RAPORU

24. ISLETME SERMAYESINDE GERCEKLESEN DEGISIM

25.

26.

31 Aralik 2004 31 Aralik 2003
YTL YTL
Donen varliklar ve kisa vadeli borglardaki degisim:
Ticari alacaklar 3.388215 704291
Stoklar (18.385.408) (12.648.005)
lligkili sirketlerden alacaklar (15.345.676) 34.902
Diger alacaklar ve donen varliklar (825.982) (266.990)
Ticari borglar (21919.816) 16.469.227
lliskili sirketlere borglar 13.699.191 1911.876
Alinan avanslar 103.580 (289.349)
Diger borglar ve gider tahakkuklarn 501.503 398.646
(38.784.393) 6.314.598
DIGER YATIRIM FAALIYETLERINDE GERCEKLESEN DEGIiSIiM
31 Aralik 2004 31 Aralik 2003
YTL YTL
Duran varliklar ve uzun vadeli
borglardaki degisim:
Uzun vadeli ticari alacaklar 133.116 (128.760)
Diger duran varliklar 14 (956.506)
133.130 (1.085.266)
YABANCI PARA DURUMU
Uss$ EURO GBP Toplam
YTL
31 Aralik 2004
Kasa ve Bankalar 1919 2.525 [.191 10.257
Ticari Alacaklar 2.731 2697215 - 4.930.938
Ticari Borglar (1.435) (5.489.355) - (10.029.880)
Banka Kredileri (9.850.000) (10.039.396) - (31.559.654)
(36.648.339)
31 Aralik 2003
Kasa ve Bankalar 256377 100.102 - 606.250
Ticari Alacaklar 3.220 1.915.682 - 3.810.800
Ticari Borglar (16.864) (3.450.156) - (6.880.857)
Banka Kredileri (6.079.818) (7.729.947) - (25.017.231)
(27.481.038)
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003

24. CHANGES IN WORKING CAPITAL

31 December 2004

P | I-OPERATIONS

31 December 2003

YTL YTL

Changes in operating assets and liabilities:
Trade receivables 3.388215 704291
Inventories (18.385.408) (12.648.005)
Due from related parties (15.345.676) 34.902
Other receivables and current assets (825.982) (266.990)
Trade payables (21919.816) 16.469.227
Due to related parties 13.699.191 1.911.876
Advances received 103.580 (289.349)
Other payables and current liabilities 501.503 398.646

(38.784.393) 6.314.598

25. CHANGES IN OTHER INVESTING ACTIVITIES

31 December 2004

31 December 2003

YTL YTL
Changes in other long term
assets and liabilities:
Long- term receivables [33.116 (128.760)
Other long- term assets |4 (956.506)
133.130 (1.085.266)
26.FOREIGN CURRENCY POSITION
Uss$ EURO GBP Total
YTL
31 December 2003
Cash and banks 1919 2.525 191 10257
Trade receivables 2731 2697215 - 4.930.938
Trade payables (1.435) (5.489.355) - (10.029.880)
Bank loans (9.850.000) (10.039.396) - (31.559.654)
(36.648.339)
31 December 2002
Cash and banks 256377 100.102 - 606.250
Trade receivables 3.220 1.915.682 - 3.810.800
Trade payables (16.864) (3.450.156) - (6.880.857)
Bank loans (6.079.818) (7.729.947) - (25.017.231)
(27.481.038)
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31 ARALIK 2004 VE 2003 TARIHLERI iTIBARIYLE MALi TABLOLARA iLiSKiN DIiPNOTLAR

27. BILANGCO TARIHINDEN SONRA ORTAYA CIKAN HUSUSLAR
a.Kidem tazminati tavani | Ocak 2005 tarihi itibariyle 1.648,90 YTL'ye yukseltiimistir (I Ocak 2004: 1.485,43 YTL).

b. Kiraga Holding A.$.nin elinde bulundurdugu Sirket hisselerinin nominal tutar 10 Mart 2005 tarihi itibariyle |1.760.555 YTL've,
sahiplik oranida %6 1,25’ dusmustur.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003
27. SUBSEQUENT EVENTS

a. The termination indemnity ceiling has increased to 1.648,90 YTL commencing on | January 2005 (I January 2004: 148543 YTL).

b. As of 10 March 2005 nominal amount of shares and shareholding percentage of Kiraga Holding A.$. decreased to | 1.760.555
YTL and 61,25% respectively.




i KARSAN OTOMOTIV SANAYIi VE TICARET ANONIM SIRKETI
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4) Yukardaki Tablolar ve Bilgiler Esas Alinarak Hesaplanan Temel Rasyolar:

a - Likidite Oranlar 2004 2003
Cari Oran I,I16 0951
Likidite Orani 0,391 0,349
Nakit Orani 0,002 0,061

Sirketin kisa vadeli borglarinin ddeme glictint dlgmek ve isletme sermayesinin yeterliligini test etmek amaciyla kullanilan
likidite oranlan genel olarak gegen seneye gére olumlu yonde gelismistir. Bu da Sirketin 2004 yilinda kisa vadeli borglarini 6demede
zorlanmadigini gdstermektedir.

b - Finansal Yapi Oranlari 2004 2003
Toplam Borglar / Oz sermaye 0,808 0,582
KV.Borglar / Toplam Aktif 0,327 0,257
U.V.Borglar / Toplam Aktif 0,120 Ol
Maddi D.V./ Oz sermaye + U.V.Bor¢lar 0,809 0,883

Finansal yapi oranlarn gegcen seneye gére olumsuz yénde gelismistir. Bunun ana nedeni de, yilin son ¢ceyreginde pazarda meydana
gelen daralmadan dolayr arag satislanmizin dtismesi neticesinde artan stoklarin finansmani ve piyasadaki rekabet dolayisiyla
briit kar marjimizin azalmasidir.

c - Karlilik Oranlari 2004 2003
Net Dénem Kari / Toplam Aktif 0,008 0,076
Net Dénem Kani / Oz sermaye 0014 0,120
Briit Kar Marji 0,096 0,151

Yilin son ¢eyreginde pazarda meydana gelen daralma neticesinde arag satislanimizdaki dusts ve piyasadaki rekabet sonucunda
brit karliigimizdaki azalma, karlilik oranlarimizi olumsuz ydnde etkilemistir.

D - iDARi FAALIYETLER

1) ligili ddnem icinde Sn. Osman Zeki SEVER Satis ve Is Gelistirme Genel Mudir Yardimciligi pozisyonunda géreve baglamistir.
Mali Isler ve Finansman Genel Mudtir Yardimaisi Sn. Anna GOZUBUYUKOGLU gérevlerinden aynimig, Sn. Suphi Burak KURTARAN
yerine atanmistir. Sn. Miinir YAVUZ Uretimden Sorumlu Genel Miidir Yardimciligi gérevini devam ettirmektedir.

UST YONETIM GOREVI MESLEGI TECRUBESI
Mehmet Can KARABAG Genel Mudur Isletmeci 9 il
Munir YAVUZ Genel Mudtr Yrd Muhendis 14 Yl
Osman Zeki SEVER Genel Mudur Yrd. Muhendis 16 Yl
Suphi Burak KURTARAN Genel Mudur Yrd. Isletmeci 12 Yl

2) Personel ve isci Hareketleri

PERSONEL YAPISI 2004 2003
MEMUR 99 90

iSCl 858 745
TOPLAM 957 835

Sirketimizde 2004 yili baginda 835 kisi calismaktayken, dénem icinde 482 kisi ise alinmis, 6 kisi devamsizlik, 195 kisi sozlesmenin
sona ermesi, | | kisi deneme stresinin sona ermesi, 5 kisi disiplin ve 143 kisi diger nedenlerden olmak tzere 360 kisi isten ayrilmistir.
31.12.2004 tarihi itibariyle personel mevcudumuz toplam 957 kisidir.

3) Turk Metal Sendikasi ile MESS arasinda imzalanan toplu is sézlesmesine gore,
En Son Toplu Sézlesme Tarihi : 01.09.2004 - 31.08.2006
En Son Toplu Sozlesme Suresi : 2 YIL

4) 31.12.2004 tarihi itibariyle kidem tazminati ytkimuz 1.078.753 YTL'dir.

5) Personelimize Ucret ve ikramiye yaninda dogum, 8lim, evlenme, ¢ocuk parasi, askerlik yardimi, bayram yardimi, Gcretli izin yardimi
gibi nakdi yardimlar ile yemek, ulasim, giyecek ve temizlik yardimi gibi ayni yardimlar yapilmaktadir.
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4) Basic ratios calculated on the basis of the Tables and data given above:

a - Liquidity Ratios 2004 2003
Current ratio 116 0951
Liquidty ratio 0,391 0,349
Cash ratio 0,002 0,061

Liquidity ratios which are used to measure the Company's ability to pay its short term obligations and to test working capital
efficiency have made a positive progress compared to the previous year. This is why the Company did not have any difficulties in
serving its short term obligations in 2004.

b — Financial Ratios 2004 2003
Total Obligations/Equity Capital 0,808 0,582
Short Term Obligations/Total Assets 0,327 0,257
Long Term Obligations/Total Assets 0,120 0,11
Tangible Fixed Assets/Equity Capital +

Long Term Obligations 0,809 0,883

Compared to the previous year, there was a slight down turn in the above financial ratios. The major reason for this downturn is
the financing of surplus stocks arising out of the drop in vehicle sales due to market contraction in the last quarter of the year;
and the decrease in the Company's gross profit margin arising from competitive conditions and valuable TL in the market.

c - Profitability Ratios 2004 2003
Net Profit for the Period/Total Assets 0,008 0,076
Net Profit for the Period/Equity Capital 0014 0,120
Gross Profit Margin 0,096 0,151

The drop in vehicle sales in the last quarter of the year, and the decrease in gross profitability due to the competition in the
market and valuable TL favoring imported vehicles had their negative impacts on our profitability ratios.

D - ADMINISTRATIVE OPERATIONS

1) Osman Zeki SEVER has taken over the position of Deputy General Manager for Sales and Business Development in the related
period. Anna GOZUBUYUKOGLU, Deputy General Manager for Financial Affairs has vacated this position; and was replaced
by Suphi Burak KURTARAN. Munir YAVUZ continues to act as the Deputy General Manager Responsible for Production.

TOP MANAGEMENT POSITION PROFESSION EXPERIENCE
Mehmet Can KARABAG General Manager Business Economist 9 Years
Munir YAVUZ Deputy Gen. Man. Engineer [4 Years
Osman Zeki SEVER Deputy Gen. Man. Engineer 16 Years
Suphi Burak KURTARAN Deputy Gen. Man. Business Economist 12 Years

2) Personnel and Worker Movements

PERSONNEL STRUCTURE 2004 2003
White Collars 99 90

Blue Collars 858 745
TOTAL 957 835

While 835 people were employed in the Company at the beginning of 2004, during the period 482 new recruits were employed;
and a total of 360 jobs were vacated due to the following reasons:
6 due to absenteeism, 195 termination of contract, | | termination of the trial period, 5 disciplinary reasons, 143 other reasons.
The total number of personnel as per 31.12.2004 is 957.

3) According to the Collective Labor Agreement signed between the Turkish Metal Union and MESS:
The effective and termination dates of the latest Collective Labor Agreement are 01.09.2004 and 31.08.2006 respectively and
the term of the latest Collective Labor Agreement is 2 years.

4) The Company’s severance pay burden is YTL 1.078.753 - as of 31.12.2004.

5) Besides salaries/wages and bonus payments, the Company provides benefits in cash, e.g. birth, death, marriage, child, military
service benefits; payments on festive days and paid vacation; and benefits in kind, e.g. meal, transportation; and clothing and
cleaning benefits to its personnel.
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2004 Faaliyet donemi sonuglarimizi gdsteren mali tablolar, agiklayici notlar ve rasyolar raporumuzun diger bélimlerinde ayrica

tetkiklerinize sunulmustur.
Sayin Hissedarlarimiz,
Gelecek yillarin tilkemize ve sirketimize hayirli olmasi dilegiyle Bilango ve Gelir Tablosunu onaylariniza sunar, muhterem

heyetinizi saygi ile selamlariz.

Saygilarimizla,

25 Mayis 2005

inan KIRAC

Yoénetim Kurulu Bagkani




KARSAN OTOMOTIV SANAYIi VE TICARET ANONIM SIRKETI

ANNUAL REPQRT2004> I”'CONSLUSION
The financial statements and notes on the statements and ratios have been submitted in our annual report 2004 for your
examination.
Dear Shareholders,
Believing that the coming year will be even more prosperous for our Country and Company; | hereby present the Balance

Sheet and Income Statements for your esteemed approval.

Yours faithfully,
May 25, 2005

L oz %/j ,

inan KIRAC

Chairman of the Board
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I. KURUMSAL YONETIM iLKELERINE UYUM BEYANI

Kamunun aydinlatimasi, seffafligin saglanmasi, pay ve menfaat sahipleri ile Yénetim Kurulu'nu ilgilendiren karar ve islemlerde
Kurumsal yénetimin temeli olan s6z konusu ilkeler sirketimiz tarafindan benimsenmis olup, halen bir cogu uygulanmaktadir.
Uygulanmasi talep edilen diger ilkeler icin sirketimizce gerekli degerlendirmeler yapilacaktir.

SPK'nin 10.12.2004 tarih ve 48/1588 sayili toplanti karart geregince, Karsan Otomotiv Sanayii ve Ticaret A.$.,, 2004 Faaliyet
Raporu’na asagidaki ilkelere uyum konusundaki bilgileri eklemistir. UYUM RAPORU asagida bilgilerinize sunulmus olup, rapor
Sirketimiz internet adresinden (www.karsan.com:tr) ulagilarak incelenebilir.

BOLUM I - PAY SAHIPLERI

2. Pay Sahipleri ile Iligkiler Birimi

Sirkette pay sahiplerine iliskin bilgilerin halihazirda dizenli bir sekilde tutuluyor olmasi, genel kurullanin hukuki mevzuat ¢ercevesinde
usultine uygun olarak yapilmasi ve pay sahiplerinin gerek sirketin isleyisi gerekse sirket ici bilgilere hicbir engel olmadan ve
dogrudan ulasabilmeleri, kamuyu aydinlatma cercevesinde SPK ve IMKB'ye diizenli agiklamalarda bulunulmasi nedeniyle 2004
senesi icinde Pay Sahipleri lle lliskiler Birimi olugturulmamistir. Ancak gerek Genel Mudiir'timiiz gerekse Mali Islerden Sorumlu
Genel Mudur Yardimic'miz, yatinmci ve analistlerden gelen sorulan zamaninda ve ttim agikliglyla cevaplamakta ve yatinmcilan
bilgilendirmek amaciyla periyodik olarak da yatinmci sunumu hazirfamaktayiz. 2005 yili ve sonraki yillarda, ihtiyaca gore Pay
Sahipleri ile lligkiler Birimi'nin kurulmasi tekrar degerlendirilecektir.

3. Pay Sahiplerinin Bilgi Edinme Haklarinin Kullanimi

Doénem iginde pay sahiplerinden sundugumuz ve agikladigimiz bilgiler disinda herhangi bir bilgi talebi gelmemistir. Bilgi talebi
gelmesi durumunda, Genel Mudr (Yonetim Kurulu Uyesi) ile Mali Islerden Sorumlu Genel Miidir Yrd. tarafindan ticari sir
kapsaminda olup olmadigi ve SPK mevzuati agisindan kamuya agiklanmasinin uygunlugu konulari degerlendirilerek yazili olarak

cevap verilmekte, Yonetim Kurulu da belli periyodlarda konu ile ilgili bilgilendirilmektedir.

Pay sahipligi haklarinin kullanimini etkileyecek gelismeler &zel durum agiklamalart ile ve 3'er aylik dénemler itibariyle IMKB'ye
gonderilen raporlar vasitasiyla yapilmaktadir.

Ayrica, sirketimizin web sayfasinda; ""Yatinma lligkileri” b&limi olup, periyodik olarak da yatinmcr sunumu hazirlanmaktadir.
Ozel denetgi talebinde bulunmanin bireysel bir hak olmas, kurumsal yénetim ilkeleri rehberinde de bu hususun tavsiye niteligini
tagimasi ve yil icinde pay sahipleri tarafindan herhangi bir 6zel denetgi tayini talebi gelmemesi nedeniyle, ana sézlesmede bu
konuda bir degisiklik yapilmamuistir. Sirketimiz zaten seffaf olarak yonetiimekte, ve pay sahiplerinden gelebilecek her ttirli talebi
buytk bir titizlikle degerlendirmektedir.

Sirket faaliyetleri, Genel Kurul'da tespit edilen Bagimsiz Dis Denetgi(DRT Denetim Revizyon Tasdik Yeminli Mali Musavirlik A$.)
ve Genel Kurul'da segilen Denetgiler tarafindan periyodik olarak denetlenmektedir.
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|. DECLARATION OF CONCORDANCE WITH CORPORATE GOVERNANCE PRINCIPLES

Our Company has adopted the principles constituting the basis of corporate governance in informing the public, ensuring
publicity, and in the decisions and transactions concerning share and stake holders; and many of these principles are currently
implemented. Necessary evaluations will be made by our Company for the required implementation of the other principles.
Karsan Otomotiv Sanayii ve Ticaret A.$. has included in its Operating Report for 2004 information concerning concordance
with the following principles, in accordance with Resolution No. 48/1588, dated 10.12.2004, passed by the Capital Market
Board (CMB) at its meeting. The CONCORDANCE REPORT is submitted below for your information. The Report can
be accessed for review over the internet on our Company's website (www.karsan.com.tr).

SECTION | - SHAREHOLDERS

2. Shareholder Relations Unit

Shareholder Relations Unit was not set up in 2004 on the grounds that regular and updated shareholder information records
were and are still kept in good order; General Assembly Meetings convene duly within the framework of the concerned laws
and regulations; shareholders can conveniently access information about company operations and organization; and regular
declarations are made to CMB and Istanbul Stock Exchange (ISE) for informing the public. Furthermore, the Company General
Manager, and Deputy General Manager Responsible for Financial Affairs duly and clearly respond to the questions forwarded
by investors and analysts; and a regular investor presentation is prepared for informing investors. The idea of setting up a
Shareholder Relations Unit will be re-evaluated as required in 2005 and thereafter.

3. Employment of the Right to Acquire Information by Shareholders

No request for information was received from Shareholders during the period, in addition to the information we have
presented and declared to them. Upon receiving a request for information, an answer is given in writing after the Genera
Manager (Board of Directors Member) and the Deputy General Manager Responsible for Financial Affairs consider whether
such information constitutes a trade secret; and whether it is proper to disclose such information to the public under the
CMB regulations; and the Board of Directors is regularly informed on the issue.

Developments with an impact on the employment of share holding rights are declared through special situation disclosures
and the reports submitted to ISE as per each quarter.

Furthermore, the Company's web site includes a section on “Shareholders Relations”; and a regular investor

presentation is prepared.

Making a request for a private auditor is an individual right, and this item is qualified as advisory in the Governance Principles
Guide. In addition, no request for the appointment of a private auditor has been forwarded by shareholders during the year,
and therefore an amendment was not made in the Articles of Association in this respect. Furthermore, the Company's
management is transparent and all requests forwarded by Shareholders are evaluated with great care.

Company operations are regularly audited by an Independent External Auditor (DRT Denetim Revizyon Tasdik Yeminli Mali Misavirlik
AS.) appointed by General Assembly Resolution and by the Company Auditors designated at the General Assembly Meeting.
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4. Genel Kurul Bilgileri

Donem iginde, 2003 yili faaliyetine iliskin olagan genel kurul Sirket merkezimizde yapilmistir. Toplanti nisabi %71,56'dir. Genel
Kurul kamuya agik olarak gergeklestirilmis olup bir grup fabrika galisani da toplantiya katilmistir. Ayrica, yazili ve gérsel basin
temsilciler, gesitli araci kurum ve kurulus yetkilileri ile izleyici htiviyetinde katilmak isteyenlerin timine katilim imkani verilmistir.

Toplantiya davet;

* Yonetim Kurulu'muzun Genel Kurul tarihini belirleyip karara bagladigi toplantisinin akabinde hukuki stireler icerisinde SPK
ve IMKB'ye 6zel durum agiklamasi génderilip kamuya toplanti tarihi, yeri ve zamani ile gtindemi bildirilmektedir.

* Toplantiya ¢agn ilanlan (glindem, vekaletname oregi ve varsa ana mukavele tadil metinlen) yasal stresi icerisinde TTSG
ile ulusal olarak yayinlanan bir gazete (Milliyet Gazetesi) ve yerel olarak yayinlanan bir gazetede (Bursa Olay Gazetesi)
yayinlanmaktadir.

+ Onceden hisse senedi tevdi ederek adres bildiren hamiline yazili pay sahiplerine taahhiitlt mektupla cagn ilanlan génderilmektedir.
Sirketimizde nama yazili hisse senedi bulunmamaktadir.

Sirketimizin ilgili dénem Bilangcosu, Gelir Tablosu ile Yénetim Kurulu ve Denet¢i raporfar Genel Kurul toplanti tarihinden 20
glin Oncesinden itibaren Sirket merkezinde hisse senedi sahiplerinin tetkikine hazir bulundurulmakta ve ayrica genel kurula iligkin
olarak yapmis oldugumuz ilanlarda bu hususlar ayrica belirtimektedir.

Pay sahipleri tarafindan gtindem maddelerinin goriistiimesi esnasinda yapilan 6nerilerde degerlendirilmekte olup oylama sonucuna
gore verilen oneriler dogrultusunda gtindem maddeleri gortstltp karara baglanmaktadir. Bazen genel kurul sonunda pay
sahipleri sirketle ilgili konularda soru sormaktadir. Sorular SPK mevzuati cercevesinde degerlendirimekte ve en uygun birsekilde
ortaga cevap vermeye calisiimaktadir,

Bolinme, nemli tutarda malvarligi satimi, kiralanmasi gibi dnemli nitelikteki kararlann genel kurul tarafindan alinmasi konusunda
ana sozlesmeye hukim konulmamis, boylelikle Sirketin karsisina ¢ikan firsatlan hizlica degerlendirip karara baglayarak islemleri
daha hizli bir sekilde gerceklestirmesi ongdrilmustar.

Buna mukabil imza sirkilerinde, gayrimenkul alimi ve satimi; Sirket gayrimenkul ve menkulleri Uzerine ipotek, rehin ve diger
ayni haklar tesisi; ihrag edilen tahviller ve borg senetleri ile ilgili islemler icin imzalardan birinin Yonetim Kurulu Baskani veya
Murahhas Uye veya Genel Mudiire ait olmak tizere iki A Grubu imza aranmasi sarti getirilmistir.

Genel Kurula katilimi kolaylastirmak amaciyla; toplantiya iliskin ¢agn ilanlart yaninda adres bildiren hamiline yazili pay sahiplerine
taahhttld mektupla ¢agri ilanlar gonderilmektedir. Genel kurul 200 kisi alabilecek kapasiteli genis bir salonda yapilmaktadir.
Toplanti tutanaklan, 6zel durum agiklamasi ile IMKB ve SPK'ya ayni giin fakslanmakta olup, ayrica sirket merkezinde de pay
sahiplerinin incelemesine sunulmaktadir.

Sirket ana sdzlesmesinin en son hali, son iki yila ait Genel Kurul Toplanti Gtindemi, Tutanagi ve Hazirun Cetvellerine web
sitemizden ulagilabilmektedir.

5. Oy Haklari ve Azinlik Haklari

Sirketimizin ana sdzlesmesinde oy haklarinin kullanimina yonelik bir imtiyaz bulunmamaktadir.

Karsilikli istirak icinde olan sirketler bulunmamaktadir.

Sirket olarak azinlik paylarinin temsili cogunluk hissedarlanmizin sirket yénetiminde temsil edilmesi kadar nem tasimaktadir.
Sirketimizde %2,25 hisse sahibi olan Sn.Inan Kirag ve % 1,46 hisse sahibi olan Sn.Talat Diniz sirket yénetim kurulumuz
Uyeleridir. Ana Sézlesmemizde azinlik paylarinin ydnetimde temsili ile birikimli oy kullanma yéntemi konulart diizenlenmemistir.
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4. General Assembly Information

The Ordinary General Assembly has convened at the Company’s registered office during the period to discuss the operations
for 2003. Quorum for the meeting was 71.56%. The General Assembly convened in public and a group of plant employees
participated at the meeting. Furthermore, press and TV members, representatives of various intermediary institutions and
organizations, and all those who wanted to be present as audience were allowed to participate at the meeting.

Call to meeting:

* Immediately following the Board of Directors Meeting where the General Assembly date is determined and resolved, special
status commentary is submitted to CMB and ISE and the meeting date, hour, place and agenda is publicized.

» Call to meeting (together with the meeting agenda, sample power of attormney, and  Articles of Association amendments,
if any) is promulgated within the legal term in the Turkish Trade Register Gazette (TTRG), and advertised in a national
newspaper (Milliyet Newspaper) and a local newspaper (Bursa Olay Newspaper).

* Call to meeting announcements are sent by registered mail to the holders of transferable shares who notify their addresses
prior to the General Assembly by presenting the shares they hold.

No registered shares are issued by the Company.

The Company’s Balance Sheet for the concerned period, Income Statement, and the Board of Directors and Audit Reports
are made available to the review of share holders at the Company's registered office 20 days prior to the General Assembly
Meeting date; and the above information is included in the General Assembly announcements made by the Company.
Suggestions made by share holders at the time of discussing the agenda items are taken into consideration and agenda items
are discussed and resolved in line with the suggestions approved by voting. From time to time, share holders forward
questions on Company issues at the conclusion of General Assemblies. Such questions are evaluated within the scope of
CMB regulations and efforts are made to answer the share holders in the most appropriate way.

No provision has been included in the Articles of Association for resolving on major issues by the General Assembly, e.g.
split off, and substantial sale and renting of assets, with the anticipation to facilitate the Company in employing and resolving
on the opportunities without delay and to accelerate the relative transactions. On the other hand, the book of authorized
signatures stipulates that for real property purchase and sale; creating lien, pledge and other real rights on the Company’s
movable and real property; and transactions conceming issue of bonds and debentures, the signature of the Board of Directors
Chairman, or Managing Director, or the General Manager together with another A Group signature is required.

Further to making public call to meeting announcements, and in order to encourage participation at the General Assembly,
call announcements are sent by registered mail to the holders of transferable shares who have notified their addresses
previously. General Assemblies are held at a spacious meeting hall with a capacity of 200 seats.

Meeting minutes, together with special situation disclosure is faxed to ISE and CMB on the same day the Meeting is held;
and made available to the review of share holders at the Company's registered office.

The last update of the Company's Articles of Association; and General Assembly agendas, minutes and the list of participants
for the last two years are available on our website.

5. Voting Rights and Minority Interests

The Company's Articles of Association includes no provisions for preference in the employment of voting rights.

No companies exist with reciprocal shareholding.

Representation of minority interests is for the Company, as important as the representation of majority interests in company
management. Inan Kirag, with a share of 2.25% and Talat Diniz with a share of |.46% are the Company's Board of Directors
members.

Representation of minority interests and the method of cumulative voting are not provided for in the Company's Articles of
Association.
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6. Kar Dagitim Politikasi ve Kar Dagitim Zamani

Sirketin karina katiim ve kar payi dagitimina iliskin imtiyaz sézkonusu degildir.

Sirket ana mukavelesinde ve SPK mevzuatinda kar dagitimi ile ilgili agiklanan asagidaki bilgiler disinda farkli bir kar dagitim
politikasi izlenmemektedir.

KARIN TAKSIMI,

Madde 27-

Sirketin genel giderleri ile muhtelif amortisman bedelleri gibi sirketce 6denmesi veya ayrilmasi zaruri olan miktar hesap senesi
sonunda tesbit olunan gelirlerden indirildikten sonra kalan ticari kardan $irket ttzel kisiligine terettip eden vergi ve diger
yuktmlultklerin dustimesini muteakip kalan miktar safi kari teskil eder.

Yukaridaki sekilde tesbit olunan safi karin:

a)YUzde besi kanuni yedek akge olarak ayrilir.

b)Bakiye kardan ortaklara dagitilmak tzere asgari Sermaye Piyasasi Kurulu'nun tesbit ettigi oranda birinci temettl hissesi ayrilir.
¢)Bakiye karin kismen veya tamamen ikinci temettl olarak ortaklara dagitiimasina veya kismen veya tamamen olagantstl yedek
akceye ayrilmasina, Idare Meclisi Uyeleri ile memur, mistahdem ve iscilere kardan pay dagitiimasina karar vermeye umumi heyet
yetkilidir.

d)Turk Ticaret Kanunu'nun 466. maddesinin ikinci fikrasinin 3 numarali bendi hukmu saklidir.

e)Yasa hukmu ile ayrilmasi gereken yedek akgeler ile esas sdzlesmede pay sahipleri icin belirlenen birinci temettt aynilmadikga
baska yedek akge aynimasina, ertesi yila kar aktarilmasina ve birinci temettt dagitilmadikga yonetim kurulu Gyeleri ile, memur,
mUstahdem ve iscilere kdrdan pay dagitiimasina karar verilemez.

KARIN TEVZI TARIHI

Madde 28-

Senelik karin hissedarlara hangi tarihlerde ve ne sekilde verilecegj, idare meclisinin ilgili mevzuat htkimleri cercevesinde teklif
Uzerine umumi heyet tarafindan kararlastinlir. Esas mukavele hikiimlerine uygun olarak dagrtilan karlar geri alinmaz. Sirket,
belirli bir déneme karsilik gelen karin hesaplanmasini takiben, pay sahiplerini bilgilendirmek amaciyla kar dagitim politikasini
kagida doker. Mevcut yasal diizenlemelere (SPK, VUK ve diger) uygun olarak belirlenen kar dagitim rakami genel kurulun
onayindan sonra kesinlesir.

7. Paylarin Devri
Ana soézlesmemizde pay devrini kisitlayici kiiktimler mevcut degildir. Ancak Yonetim Kurulunun yeni hisse senedi ¢ikariimasina
karar verirken, mevcut ortaklarin yeni pay alma haklarini kisitlama hakki saklidir.

BOLUM Il - KAMUYU AYDINLATMA VE SEFFAFLIK

8. Sirket Bilgilendirme Politikasi

Sirketin agiklanmis bilgilendirme politikasi henitiz olusturulmamakla beraber Sirket gerek IMKB ve SPK duyurular, gerek Internet
sitesinden paylastigi bilgiler(2003 senesi faaliyet raporu, en son ortaklik yapisi, tGriin bilgisi, ydnetim kurulu tyeleri, sirket haberleri,
otomotiv pazarindaki pazar paylar, mali tablolar v.b.) ve de genel kurullar araciligyla hem hissedarlarini hem de menfaat
sahiplerini bilgilendirmektedir.

Sirket 2005 yilinda da SPK mevzuatinin tim gereklerine uyacak sekilde internet,email, 6zel durum agiklamalari, yatinmar sunumu,
yatinmci toplantisi v.b. metodlarla yatinmciyr tam ve zamaninda bilgilendirmeye devam etmeyi amaglamaktadir.
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6. Dividend policy and the Date for the Distribution of Profits

No preferences exist for participation in the Company's profits and profit distribution.

No dividend policy is implemented which includes data other than those stated in the Company’s Articles of Association,
and the provisions of the CMB regulations cited below.

PROFIT SHARING

Article 27-

The amount remaining after the deduction of taxes and other obligations imposed on the Company, from the revenues
determined at the end of the accounting year following the deduction of amounts required to be paid or earmarked such
as Company overhead and depreciation fund, constitutes the net profit.

Out of the net profit determined as explained in the foregoing paragraph:

a) Five percent is earmarked as legal reserve;

b) The first dividend share at the minimum rate determined by the Capital Market Board is earmarked out of the remaining
profit for distribution to shareholders.

¢) The General Assembly is authorized to decide for the total or partial distribution of the remaining profit to shareholders
as the second dividend; or to earmark such profit totally or partly as excess reserve; or to distribute shares out of the profit
to Board of Directors members, staff, employees, and workers.

d) The provisions of sub-paragraph 3, paragraph two, Article 466 of the Turkish Commercial Code is reserved.

e) Unless reserve funds stipulated by law, and the first dividends of shareholders identified in the Articles of Association are
earmarked, no resolution can be made for earmarking other reserve funds, and for transferring profit to the following year;
and unless the first dividends are distributed no resolution can be made for the distribution of profit shares to The Board of
Directors members, staff, employees, and workers.

DATE FOR THE DISTRIBUTION OF PROFITS

Article 28-

The General Assembly, upon the advice of the Board of Directors in accordance with the provisions of the concerned
laws and regulations, decides on the date and method of distributing the annual profit to shareholders. Profits distributed in
accordance with the provisions of this Articles of Association may not be retrieved. Following the calculation of profits for a
certain period, the Company documents the dividend policy with the purpose of informing the share holders. The dividend
figure identified in accordance with current laws and regulations (CMB, Tax Procedure Law [TPL], etc.), is finalized after
approval by the General Assembly.

7. Assignment of Shares

The Company’s Articles of Association does not include provisions which restrict the assignment of shares. The Board of
Directors however, reserves the right to restrict the rights of existing partners to buy new shares when resolving for the issue
of new shares.

SECTION Il - INFORMING THE PUB LIC AND PUBLICITY

8. The Company Information Policy

Although a publicized Company information policy has not been developed yet, both the shareholders and stake holders
are informed via ISE and CMB announcements; the information shared on the internet website (Annual Report for the Year
2003, the most recent shareholding structure, product information, Board of Directors members, Company news, market
shares at the automotive market, financial statements, etc.), and through the General Assemblies.

The Company's objective for 2005 is to continue informing the investors completely and in due time as per all the requirements
of CMB regulations over the internet, by e-mail, through special situation disclosures, investor presentations, investor meetings
and by other methods.
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9. Ozel Durum Agiklamalari

2004 Yili igerisinde, sirketimizce |7 adet 6zel durum agiklamasi yapilmis olup bunlara ilgili SPK veya IMKB tarafindan ek aciklama
istenmemistir.

Sirket hisse senetleri yurt disi borsalarda kote edilmemistir.

Ozel durum agiklamalari, Kanunun 6ngordiigi stireler cercevesinde yapildigindan SPK tarafindan yaptinm uygulanmarmigtir.

10. Sirket internet Sitesi ve Igerigi

Sirketimizin internet sitesi bulunmakta olup www.karsan.com:tr adresinden ulasilmaktadir. S6zkonusu internet adresinde

Sirketimiz hakkinda talep edilebilecek muhtelif bilgilere yer verilmis olup, sitemizde SPK tarafindan 6ngérilen asgari hususlart da iceren
ve gelismelere gére giincellenen bir “Yatinma lliskileri” balimu bulunmaktadir. Sirket Faaliyet Raporumuz intemet sitesinden de
ulagilarak incelenebilir durumdadir.

I'l. Gergek Kisi Nihai Hakim Pay Sahibi/Sahiplerinin Agiklanmasi
Sirketimizin ttizel kisilik olan ortaklarinin ortaklik yapilarinin kamuya agiklanmasina gerek duyulmamistir. Blytk ortagimiz Kiraga
Otomotiv San.ve Tic.YatA$. nin ortaklik yapisi asagidaki gibidir ;

Inan KIRAC %54
Silcolux %45
Diger %

I2.Iceriden Ogrenebilecek Durumda Olan Kisilerin Kamuya Duyurulmasi
Faaliyetleri nedeni ile sirketimizin gizli bilgilerine erisebilecek durumda olan bagimsiz denetim kurulusu, hukuki ve finansal danismanlik

hizmeti veren kisi ve kuruluglar, derecelendirme kuruluglan, sendikalarin bu maddenin istisnasini teskil ettigini dustintyoruz. Bu kisiler
disinda gorevleri geregi iceriden &grenebilecek durumda olarak Yonetim Kurulumuz ve Sirket Ust Diizey yoneticileri olarak ifade
edilebilir. Bu vesileyle, Sirketimizin mevcut Yénetim Kurulu'nu olusturan, Sn. Inan Kirag, Sn. Talat Diniz, Sn. Klod Nahum, Sn. Yigit
Tahsin Okur, Sn. Glinduz Késemen, Sn. Jan Nahum ve Sn. Mehmet Can Karabag ile Ust dizey yoneticilerimiz Sn. Suphi Burak Kurtaran,
Sn. Munir Yavuz ve Sn. Osman Zeki Sever isimleri bu pozisyondaki kisilerin listesi olarak agiklanabilir. Sirket ¢alisanlary, Karsan A.S.'de
calisma stresince ve sonrasinda ticari sir niteligi tasiyan sirket bilgilerini korurlar, kullanmazlar ve bu konuda gizlilik sézlesmesi imzalarlar.

BOLUM IIl - MENFAAT SAHIPLERI

13. Menfaat Sahiplerinin Bilgilendirilmesi

Haftalik olarak yapilan koordinasyon toplantilarinda sirketimizin ilgili tim birim yoneticileri bilgilendiriimektedir.

Avylik olarak yapilan yénetim kurulu toplantilaninda Uyelere $irketin o ayki isleyisi ile ilgili tim bilgiler verilmektedir

Genel Mudur tarafindan 6 ayda bir yapilan toplantilarfa tim beyaz yaka calisanlar bilgilendirilmektedir.

Sirket tarafindan yapilan ¢zel durum agiklamalari ile,

Ucer aylik donemler itibaryle kamuya agiklanan mali tablolarla,

Cesitli basin bildirileri ile,

Yillik faaliyet raporlari ve web sitesinde yayinlanan birgok diger bilgi ve haberler ile tim menfaat sahipleri bilgilendiriimektedir.

14. Menfaat Sahiplerinin Yénetime Katilimi

Halihazirda menfaat sahiplerinin yénetime katilimi konusunda bir model olusturulmamistir. Ancak haftalik koordinasyon toplantilarinda
tim orta ve Ust kademe yoneticilerin sirket kararlannin veriimesi asamasinda goriisleri alinmakta ve degerlendiriimektedir. Sirket
genelinde uygulanan neri sistemi ile tim ¢alisanlarin yonetime katilimi aktif olarak saglanmaktadir. Musteriler, tedarikgiler,sendikalar
ve potansiyel ve halihazirdaki yatinmcilar ile gesitli toplantilar yapilmaktadir.
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9. Special Situation Disclosures

|7 special situation disclosures have been made by the Company in 2004, and no supplementary commentary requests were
received from CMB or ISM.

The Company's shares were not quoted at overseas stock markets.

Since special situation disclosures were given within the legal period, no sanctions have been applied by CMB.

10. The Company’s Internet Site and Content

The Company intemet site is accessed on www.karsan.com.tr. which includes various information about the Company. The
“Investor Relations “section covers the minimum information required by CMB, and is updated in line with new developments.
The Company Annual Report can be accessed and reviewed on our intemet site.

I'l. Declaration of Individual Final Principal Share Holder(s)
Declaration of shareholding structures of the Company's corporate partners to the public was not considered as necessary.
Partnership structure of the Company's principal partner Kiraga Otomotiv San.ve Tic.Yat.AS.is as follows:

Inan KIRAC 54%
Silcolux 45%
Other 19%

12. Publicity of Internally Informant Persons

We believe that the independent audit firm, individuals and organizations giving legal and financial counseling services, rating
institutions, and  unions who can access confidential company information as required by their activities, constitute an exception
to this Article. Other than those cited above, the Board of Directors and Company Top Management can be listed as internally
informant as required by their positions. Inan Kirag, Talat Diniz, Klod Nahum, Yigit Tahsin Okur, Guindiiz Késemen, Jan Nahum,
and Mehmet Can Karabag in the capacity of Board of Directors

Members; and Suphi Burak Kurtaran, Munir Yavuz, and Osman Zeki Sever in the capacity of top management can be declared
as the names holding such positions. Company employees keep confidential, and do not use information constituting trade
secrets during the term of their employment at Karsan A.$. and thereafter, and sign a confidentiality agreement with respect
to such an obligation.

SECTION Il - STAKE HOLDERS

I3. Informing Stake Holders

Information is supplied to all the concerned unit managers of the Company at weekly coordination meetings.

At the monthly Board of Directors Meetings, all members are fully informed about company operations during the month.
Information is given to all white collar employees at the half yearly meetings chaired by the General Manager.

All stake holders are kept informed through special situation disclosures, financial statements publicized quarterly, various press
releases, the annual operating report, and various other information and news published at the Company’s website.

I 4. Participation of Stake Holders in Management

No model has been developed vet for the participation of stake holders in management. At the weekly coordination meetings
however, all middle and top level managers are asked for their opinions in the decision making process, and such opinions
are taken into consideration. Participation of  all employees in management is actively ensured through the suggestions
system implemented throughout the Company. Various meetings are held with customers, suppliers, unions, and potential
and existing investors.
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I5. insan Kaynaklari Politikasi

Sirketimizin bir insan Kaynaklari politikasi mevcuttur. Karsan ¢alisanlarina deger vermeyi, musterilerine ve hissedarlarina deger yaratmayi
ve her zaman en iyi hizmeti saglamay ilke edinmis profesyonel bir kurumdur.

Cagdas uygulamalarimiz ve stratejik insan kaynaklari planlamamiz sayesinde yetkinlik duzeyleri ytksek ¢alisanlart dogru pozisyonlarda
degerlendirerek stirekli egitmekte ve calisanlarmizin bilgi ve beceri diizeylerini arttirmaktayiz.

Hedeflerimize ulasmanin insan kaynagimizin gelisimiyle gercekleseceginin bilincinde olarak glinimUz ve gelecekteki planlarimizi hedef
verme, strekli egitim, degerlendirme, seffaflik ve katiimcr calisma anlayisiyla sekillendirdik.

Bu kapsamda ¢alisma arkadaslarmizda aradigimiz ortak yetkinlikler sunlardir;

* Ekip calismasi

* Etkili iletisim

* Yaraticilik

* Katilimailik, ortak ¢alisma

* Insiyatif

* Cesaret ve kendine gliven

* Yenilikgilik ve degisime agik olmak

* Musteri odaklilik

+ Oz motivasyon ve diger ekip tyelerini motive edebilme

* Proaktif ve etkin, cabuk karar verebilme

Idari kadromuzda yeralmak isteyen adaylarin asagidaki ortak dzelliklere de sahip olmasi gerekmektedir;

* Lisans veya lisans UstU Universite mezuniyeti,

* Cok iyi derecede Ingilizce ve/veya Fransizca bilgsi,

Calisanlar ile iliskileri yuriitmek Uzere temsilci atanan temsilci Insan Kaynaklan Madurt Sn.Huseyin DEMIR'dir.

IS TANIMI :

* Karsan organizasyonunun i¢ canliligini, stirekliligini ve performansini arttirmak amaci ile, insan kaynaklart politikasinin olusturulmasina
katkida bulunmak, olusturulan politikay: sirket calisanlarina benimsetmek, etkin uygulamak ve uygulatmak; insan kaynaklari konusunda
isletme yonetiminin birinci dereceden sorumlusu oldugu bilinci icinde bu politikalann uygulanmasi icin gerekli uzmanlig saglamak ve
strekli gelistirmek.

* Karsan insan kaynaklari ile ilgili kadro analizi, is analizi, tcret, performans degerlendirme, kariyer gelistirme, takdir ve ¢dullendirme,
calisanlarin memnuniyetinin ol¢tilmesi ve degerlendirilmesi, konularinda calismak, gereksinim duyulan personel icin kaynak yaratmak,
sirket kUlturtind yayginlastirmak.

* Sosyal ve Idari Islerle ilgili olarak muhaberat (Santral, Teleks, Faks), gtivenlik, temizlik,bina cevre bakimi, spor ve protokol faaliyetlerinin
organizasyonlariyla ilgili isleri koordine etmek.

 Endustri iligkileriyle ilgili olarak, personel hareketleri, ise alma, 6zlUk isleri, tahakkuk islemleri, ticret ve ekleriyle ilgili faaliyetleri
yurttmek.

* Egitimle ilgili olarak, insan kaynaklari ile ilgili egitim politikalarini beliremek planlamak, degerlendirmek, egitim master planinin
olusturulmasina ve gergeklestirilmesine katkida bulunmak, egitim kuruluslari ile iliskilerin kurulmasina katilmak, sirket ici egitim ve
iletisim faaliyetlerini kontrol etmek.

Ayrimcilik konusunda sirketimizde sikayet olmamistir.

1 6. Miisteri ve Tedarikgilerle iliskiler Hakkinda Bilgiler

Karsan is prensip ve hedefleri cercevesinde, "musterimiz varlik sebebimizdir” bilinci ile faaliyetlerini dizenlemektedir. Bu gcercevede
Karsan, gerek duizenli olarak yapilan saha faaliyetleri gerek diizenlenen anket ve distribUtor bilgi aktanmi ve gerekse tarafimiza iletilen
elestiri ve gorusleri dikkate alir, inceler ve uygulanmasi mumkun olanlart devreye almayi planlayan bir yaklagim ile faaliyet gdsterir.
Musteri ve tedarikgilerimizin dogru ve zamaninda bilgilendirilmesi vazgegilmez bir prensip olarak degerlendirimektedir.
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I5. Human Resources Policy

The Company has a human resources policy. Karsan is a professional organization with the principle of valuing employees,
creating value for its customers and shareholders, and always ensuring the best service.

With our modern implementations and strategic human resources plans, we employ personnel with high qualifications at the
right positions, and enhance their knowledge and skills through continuous training.

With the awareness that we can achieve our objectives through the development of our human resources, we have shaped
our current and future plans on the basis of identifying targets, continuous training, evaluation, transparency and participative work.

In this context, the common qualifications required of our colleagues are as follows:

* Team work

* Effective communication

* Creativity

* Participation - joint working

* Initiative

* Boldness and self confidence

* Innovation and being open to change

* Customer focus

* Self motivation and ability to motivate other team members

* Ability to decide proactively, effectively and rapidly

Candidates who want to be a part of the Company management staff should further have the following common qualifications:
* Graduate or post graduate university degree

* Mastery of the English and/or French language

Human Resources Manager Hiiseyin DEMIR is the representative appointed for employee relations.

JOB DESCRIPTION:

* To contribute to the development of the human resources policy with the purpose of enhancing the organizational spirit,
continuity, and performance of Karsan; to ensure that company employees identify with, effectively implement and provide
for the implementation of the developed policy; and to ensure and continuously develop the expertise required for the
implementation of these policies with the awareness of having the major responsibility for human resources in company
management.

* To perform personnel establishment analyses; job analyses; wage and performance evaluations; career development,
recognition and rewarding activities; and measurement and evaluation of employee satisfaction; to find resources for new
employment requirements; and to ensure the diffusion of corporate culture.

* In connection with social and administrative activities, to coordinate communication (telephone exchange, telex, fax), security,
cleaning, maintenance of building and surrounding area, sports and ceremonies.

* In connection with industrial relations, to perform the activities concerning personnel movements; recruitment; employee
appointment, promotion, retirement, etc. matters; wage accrual; wages and supplementary remunerations.

* To identify, plan, and evaluate human resources training policies; to contribute to the development and realization of the
training master plan, to participate in the establishment of relationships with external training organizations; and to supervise
company training and communication activities.

No complaints have been raised in the Company concerning discriminatory behavior.

16. Customer and Supplier Relations

Within the framework of business principles and objectives, Karsan organizes its activities with the awareness that “customers
are the cause for the existence of the Company”. In this context, Karsan pays consideration to, and reviews feedback from
the regular field activities, from questionnaires and distributor information, and complaints and suggestions forwarded to the
Company; and operates with an approach to include in its plans wherever possible, the initiation of activities inspired by such
feedback. Accurate and timely information of customers and suppliers is adopted by Karsan as an indisputable principle.
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1 6. Miisteri ve Tedarikgilerle iligkiler Hakkinda Bilgiler (devam)

Musteri ve tedarikgilerle iliskilerde memnuniyetin saglanmasi blytk énem tagimaktadir. Varlik sebebimiz olan musterilerimizin ve
varligimizi saglayan tedarikgilerimizin, ticari sir kapsamindaki tim bilgilerinin gizliligine hassasiyetle 6zen gosterilerek karsilikli gliven
ortami saglanmaktadir.

Sirketimiz ile musteriler ve tedarikgiler arasinda haksiz menfaatten uzak, iyi iliskilerin kurulmasi ve taraflar arasinda yapilan anlagma
kosullarina uyulmasi igin sirketimizce gerekli onlemler alinmis ve bu konudaki hassasiyetimiz tUm ¢alisanlarimiza iletilmis ve ortak sirket
bilinci ortami yaratiimistir. Bu konudaki ¢alismalar, yillardir olusmus olan sirket kalttir, ise alimlarda gosterilen 6zen, ydnetimin drnek
davranislar ve duzenli olarak yapilan genel ve birimsel yonetim toplantilan ile stirekli olarak takip ve kontrol edilmektedir. Karsan,
kalite politikasi kapsaminda, musteri beklentilerini karsilamak ve bunlart asmak igin, Grtin kalitesini stirekli olarak gelistirmeyi kendine
hedef segmistir. Karsan organizasyonu igindeki herkesin uyum icinde bir bitlin olarak ayni hedefe dogru gitmesini saglarken, kalite
sistemini operasyonlarin temeli olarak almaktadir.

Faaliyet gosterilen alan geregi, tum Grinler ilgili mevzuata uygun olarak Uretilmektedir. Bu kapsamda ilk seferinde dogru yapmak,
yapllani standart hale getirmek ve standartlara uygun is yapildigini konfirme etmek esastir. Mamullerimiz garanti kapsaminda olup,
gerekli durumlarda, kanuni zorunluluklarin gerektirdiginden daha genis uygulamalar, musteri memnuniyeti cercevesinde yapilabilir. Bu
cercevede, gerekli durumlarda, distribitér firma temsilcileri ile firmamizin temsilcileri gerekli inceleme ve calismalart yurtterek durum
tespiti yaparlar ve musteri memnuniyeti cercevesinde konunun sonuca ulastirimasina galigilir.

Musteri memnuniyeti kapsaminda, mUsterinin satin aldigi mal ve hizmete iliskin talepleri zamaninda ve eksiksiz karsilanir, olasi gecikmeler
hakkinda stre bitimi beklenmeksizin musteriler bilgilendirilir.

Mamullerimizin dagitimini yapan distribltér firmamiz ile diizenli olarak yapilan kalite ve degerlendirme toplantilari, kendilerinin
koordinasyonu ile dizenlenen saha ziyaretleri ile musterilerimizin géris ve taleplerini stirekli takip etmekteyiz. Bu tUr organizasyonlar,
ilk elden musteri ile temasa imkan vermekte olup, hem kendilerinin olasi sikintilarina da zamaninda ¢6zim saglamaya yonelik buyuk
katki saglamaktadir.

17. Sosyal Sorumluluk

Karsan Otomotiv A.S. Ocak 2004'te ISO 14001 Cevre Yonetimi Sistem Belgesi almistir. Karsan, ¢evreyi korumak ve strekliligini
saglamak icin tim cevre yasa ve yonetmeliklerine uyarak; cevre etkilerini kontrol altinda tutmak, bu etkileri azaltarak ¢evresel
performansini stirekli iyilestirmek amaciyla Cevre Yonetim Sistemini kurmustur. KARSAN Cevre Yénetim Sistemi calismalart kapsaminda;
enerji ve dogal kaynaklarin kullaniminin azaltiimasi, geri kazanim faaliyetlerinin desteklenerek atik miktarinin indirgenmesi hedeflenmistir.
Son teknoloji ile donatilmis evsel ve endUstriyel atik su artma tesisinde  atik sular ilgili yonetmeliklerde verilen desarj standartlarinin
altina indiriimekte olup ¢ikis suyu analiz ve kontrolleri dizenli olarak yapilmaktadir. Kurulan atik yonetim sistemi ile Uretim ve diger
faaliyetler sonucu olusan atiklar ayri ayn toplanarak ¢evre kirliligine sebep olmayacak sekilde bertaraf edilmektedir. Karsan Otomotiv
A.S. cevre politikasi ile uyumlu olan yeni cevresel amag ve hedefler koyarak cevresel performansini strekli gelistirmektedir. Karsan
kurulu bulundugu bolgedeki cevre halkinin, yan sanayilerinin ve tim calisanlarinin cevreye olan duyarliligini arttirmayi hedeflemekte
olup her yil bu kapsamda bilinglendirme egitimleri dizenlemektedir.

Cevreye verilen zararlardan dolay), Karsan'a agilan dava bulunmamaktadir.

BOLUM IV - YONETIM KURULU

18. Yénetim Kurulunun Yapisi, Olusumu ve Bagimsiz Uyeler
Yoénetim Kurulu;

Bagkan: Inan KIRAC Icraci olmayan

Bagkan Yrd: Talat DINIZ Icraci olmayan

Murahhas Uye: Klod NAHUM Icraci

Uye: Gunduz Kosemen Bagimsiz (den sor kom dye)
Uye: Yigit Tahsin OKUR Bagimsiz (den sor kom dye)
Uye: Jan NAHUM Bagimsiz

Uye ve Genel Mudiir: Mehmet Can KARABAG Icraci

ﬂ_
-
O
N
)
C
O
O
Qv
ad
+
O
=
©
qu
LL
Z
<
)
ad
<C
N




V. CORPORATE
GOVERNANCE
KARSAN OTOMOTIV SANAYIi VE TICARET ANONIM SIRKETI CO N CO RDAN C E
ANNUAL REPORT 2004 > REPO RT

|6. Customer and Supplier Relations (cont’d)

Customer and supplier satisfaction is highly important for Karsan. A mutual trust is established with customers who are the cause
of our existence, and suppliers who contribute to the sustainability of our existence, through the utmost care we show for keeping
confidential all their information which constitutes trade secrets.

All the required measures are taken for the establishment of good customer and supplier relations with no oversight of making
attempts for providing unfair advantages, and for compliance to the provisions of agreements made between the parties; and
the emphasis on these points has been communicated to all our employees, thus creating an environment with a common
Company consciousness. Performance in this respect is continuously monitored and controlled via the long established Company
culture, the painstakingly carried out recruitment process, exemplary behavior of management, and the regular general and unit
management meetings. Continuous product development to meet and exceed customer expectations is one of Karsan's objectives
under the quality policy. Karsan bases its operations on the quality system while ensuring the joint and concordant orientation
of each person in the organization towards this end. All products are  produced in accordance with the concemed laws and
regulations as required by the Company’s field of operation. In this context, it is the Company's principle to do it right at the first
time, to standardize what is done, and to confirm that work is done in accordance with standards. Our products are under warranty
and implementations exceeding legal requirements might be possible as required in the context of customer satisfaction. In this
respect, distributor representatives and the representatives of our Company cooperate in carrying out the required inspections and
activities to determine the position, and efforts are made to conclude the issues in hand in a way to achieve customer satisfaction.
Customer requests conceming purchased goods and services are addressed completely and in due time in the context of customer
satisfaction; and customers are informed of probable delays beforehand.

Customer opinions and requests are continuously followed up through the regular quality and assessment meetings with our
distribution company; and field visits organized with the coordination of the same distributor. Such organizations make direct
customer contact possible and gives a chance to find timely solutions to probable problems.

I7. Social Responsibility

Karsan Otomotiv A.S. received the ISO 14001 Environment Management System Certificate in January 2004. Karsan has instituted
the Environment Management System with a view to a protected and sustained environment by complying with all environment
laws and regulations in line with the objective of controlling environmental impacts and continuously improving environmental
performance by minimizing such impacts. The targets under KARSAN's Environmental Management System are to decrease the
exploitation of energy and natural resources; and to reduce the amount of waste by supporting recycling activities. Waste water
is reduced below the discharge standards indicated in the concerned regulations at the domestic and industrial water treatment
facility equipped with state-of-the-art technology; and outlet water analyses and controls are regularly performed. With the waste
management system, waste from production and other processes is collected separately and disposed in a way to avoid environment
pollution. Karsan Otomotiv A.$. continuously develops its environment performance by identifying new environment targets and
objectives. Karsan's aim is to enhance environment awareness of the people and suppliers in the vicinity and of all its employees;
and training courses in this line are organized every year. There are no suits filed against Karsan for environmental damage.

SECTION IV - BOARD OF DIRECTORS

I8. Establishment, Structure, Development and Independent Members of the Board of Directors
Board of Directors:

Chairman: Inan KIRAC Non executive

Deputy Chairman: Talat DINIZ Non executive

Managing Director: Klod NAHUM Executive

Member: Gunduiz Késemen Independent (Audit comm. member)
Member: Yigit Tahsin OKUR Independent (Audit comm. member)
Member: Jan NAHUM Independent

Member and General Manager: Mehmet Can KARABAG Executive
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18. Yénetim Kurulunun Yapisi, Olusumu ve Bagimsiz Uyeler (devam)

Genel Kurul'da Yénetim Kurulu tyelerinin secilmesini takiben, gérev dagilimina iliskin karar alinarak Yonetim Kurulu Bagkan ve vekili
tespit edilmektedir.

Donem icerisinde muhtelif sebeplerle Yénetim Kurulu tyeliklerinde bosalma oldugu takdirde Turk Ticaret Kanunu'nun (TTK) 315.
maddesi htikiimleri uygulanir.

Bagimsiz yonetim kurulu tyelerinin ilgili faaliyet doneminde bagimsizliklarini ortadan kaldiran bir durum ortaya gikmamistir.

icrada yer alan ydnetim kurulu Uyeleri Uye sayisinin yarisindan azdr.

Bagimsiz Uye sayisi ikiden fazla olup ,Uyelerin bagimsizlik beyanlan ekte sunulmustur. Mevcut bagimsiz Uyelerimizin bagimsizliklarini
ortadan kaldincr bir durum olugmamistir.

Sirketimizde mevcut bagimsiz yonetim kurulu Gyelerinin Sirketimizle ilgili islerde gosterdikleri 6zen ve dikkat gz 6ntine alinarak,
Sirketimiz disinda yaptiklar calismalarin $irketimizin yénetim mekanizmasini olumsuz etkilemedigini dustinerek ve yénetim kurulu Gyesi
seciminde bu kriterler gozéntne alindigr i¢in yonetim kurulu Uyelerinin sirket disinda baska gorev veya gorevler almasi belirli kurallara
baglanmamistir/sinirlandiriimamistir.

19. Yénetim Kurulu Uyelerinin Nitelikleri

Genel olarak ysnetim kurulu iye segiminde aranan asgari nitelikler SPK Kurumsal Yonetim llkeleri IV. Bélumanin 3.1.1, 3.1.2 ve 3.1.5.
maddelerinde yer alan niteliklerle orttismektedir.

Buna iliskin esaslarla ilgili olarak Sirket esas sozlesmesinde “TTK'nun 315'inci maddesi geregince kanuni sartlara haiz kisilerden segilecegi
belirtiimigtir.Ancak SPK Kurumsal Yénetim Ilkeleri IV. Bslumiintn 3.1.1, 3.1.2 ve 3.1.5. maddelerinde belirtilen esaslar aynca belirtimemigtir.

20. Sirketin Misyon ve Vizyonu ile Stratejik Hedefleri

Yonetim Kurulu Sirketin yillik misyon ve vizyonunu belirleyerek Genel Mudur'e bildirir.

MISYON : Ttirk Otomotiv Sanayi'nde atil kapasite olusumuna izin vermeyecek fason tiretim modelini olusturmak ve bu modeli
kullanarak birgok farkli marka igin tretim yapmak suretiyle ihracata yonelmek.

VIZYON : Ana markamiz Peugeot'un yanisira birgok farkli markayi ayni anda tireten, her tiirlii teknik kapasitesini Ttirkiye'nin ve
dtinyanin 6nde gelen otomotiv kuruluslannin kullanimina agmis, ¢zel Uriinleri de Uretebilecek esnek bir tretici konumu ile Ttrk
Otomotiv Sanayinde fason tretim modelinin lideri olmak.

Genel Mudur, sirketin vizyon ve misyonunu medya ve web sayfamiz vasitasiyla kamuya duyurur. Genel Mudr tarafindan bunlara gére
belirlenen stratejik hedefler tzerinde ydnetim kadrosuyla da mutabik kalindiktan sonra ¢alisanlara duyurulur. Yénetim kurulu sirketin
hedeflerine ulasma derecesini, faaliyetlerini ve gegmis performansini ayda bir gdzden gecirmektedir. Yillik bazda yonetim kurulu baskani
her sene faaliyet raporunda yaptigi degerlendirmelerle sirketin isleyisi ve bir dnceki yila iliskin performansi hakkinda genel bilgi verir.

21. Risk Yénetim ve i¢ Kontrol Mekanizmasi

Sirketin icinde ayri bir risk yénetim ve i¢ kontrol mekanizmasi olusturulmamis fakat Sirketin bagli oldugu Kiraga Holding tarafindan
[her sene 6 ayda bir] i¢c denetim yapilmaktadir. Ana hissedarimiz Kiraga tarafindan yapilan bu denetim hem mali hem de y&netimsel
bir denetim niteligindedir.

22. Yénetim Kurulu Uyeleri ile Yéneticilerin Yetki ve Sorumluluklari

Sirket ana soézlesmesinde, Yonetim Kurulu Uyeleri'nin yetki ve sorumluluklaryla ilgili olarak agagidaki maddeler mevcut olup, her yetki
ve gorev degisiminin ana sézlesme degisikligi gerektirmesi ve bunun da genel kurul onayi gerektirecegi dustintlerek, zaman ve finansal
agidan etkin olmak amaciyla ana sézlesmede ayrica bir yetki ve gdrev belirlemesi yapiimamistir. Ancak sirketin imza sirkilerinde her
bir yénetim kurulu tyesinin yetki ve sorumluluklar belienmis olup, ticaret sicilinde de tescil edilmistir.

SIRKETI ILZAM

Madde | I-

Sirketin idaresi ve disarya karsi temsili idare meclisine aittir. Sirket tarafindan verilecek biitlin belgelerin ve akdolunacak mukavelelerinin
muteber olabilmesi icin bunlann sirketin resmi tnvani altina konmus ve sirketi ilzama salahiyetli iki kisinin imzasini tasimasi [azmdir.
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| 8.Establishment, Structure, Development and Independent Members of the Board of Directors (cont’d)

Following the designation of Board of Directors members at the General Assembly, resolution is given for the assignment of
duties and the Board of Directors Chairman and Deputy Chairman are appointed. Provisions of Article 315 of the Turkish
Commercial Code (TCC) are applicable for Board of Directors member positions vacated for any reason during the concerned
operating period. Nothing occurred during the concerned operating period to overrule the autonomy of independent Board
of Directors members.

The number of executive Board of Directors members is less than half the number of total members.

The number of independent members is more than two, and the members’ statement of independence is enclosed herewith.
Nothing occurred to overrule the autonomy of our existing independent members.

No rules/restrictions exist for the business functions of Board of Directors members outside the Company, with the belief
that their activities outside the Company do not have a negative impact on the management mechanism, on the grounds of
the care and attention they pay to the activities concerning the Company and on the basis that the above criteria is an item
considered in the designation of the Board of Directors members.

19. Qualifications of the Board of Directors Members

Minimum qualifications generally sought in the designation of Board of Directors members are in line with the qualifications
cited in Section IV, Articles 3.1.1, 3.1.2, and 3.1.5. of CMB Corporate Governance Principles.

In the context of relative principles, the Company's Articles of Association cites that “designation shall be made from among
people with the legal qualifications as per Article 315 of TCC". Principles however, under Section IV, Articles 3.1.1, 3.1.2,
and 3.1.5. of CMB Corporate Management Principles have not been indicated separately.

20. The Company’s Mission, Vision and Strategic Objectives

The Board of Directors identifies the Company's yearly mission and vision and informs the General Manager accordingly.

MISSION: To develop the model of realizing production for third parties, thus giving no way to idle capacity in the Turkish automotive
industry, and to adopt an export orientation by making production for various brands by using this model.

VISION: To be the leader of the third party production model in the Turkish automotive industry with the status of a flexible manufacturer
which produces various brands simuftaneously with our major brand Peugeot; which has opened up all its technical capacity to the
employment of the leading automotive organizations in Turkey and throughout the world; and which is able to manufacture special products.
The General Manager publicizes the Company's vision and mission via the media and on our website. Strategic objectives
identified by the General Manager on the basis of such mission and vision are announced to employees after an agreement is
reached with management staff. The Board of Directors makes monthly reviews of the Company's performance level in the
achievement of its objectives, Company operations and previous performance. Through the evaluations made in the annual
operating report, the Board of Directors Chairman gives an overview of the  Company operations and performance for the

previous year.

21. Risk Management and Internal Audit Mechanism

Company risk management and internal audit mechanism has not been developed. Kiraga Holding however, of which the
Company is an affiliate, carries out 6 monthly internal audits. Such audit carried out by our principal shareholder Kiraga qualifies
both as a financial and a management audit.

22.Authorities and Responsibilities of the Board of Directors Members, and Managers

The Company's Articles of Association includes the following provisions concerning the authorities and responsibilities of the
Board of Directors members; and a separate authority and duty designation has not been made in the Articles of Association,
thus ensuring an effective use of time and finance, with the consideration that every alteration in the authorities and
responsibilities will require an Articles of Association amendment which will further require the authorization of the General
Assembly. Authorities and responsibilities of each Board of Directors member however, are identified in the Company's book
of authorized signatures and recorded at the Trade Register.

BINDING OF THE COMPANY

Article |-

Administration and representation of the Company lies with the Board of Directors. All documents to be submitted and all
agreements to be made by the Company shall only be legally sufficient under the official corporate name and signed by two
persons authorized to bind the Company.
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22. Yénetim Kurulu Uyeleri ile Yéneticilerin Yetki ve Sorumluluklari (devam)

IDARE MECLISI AZALARININ VAZIFELERI

Madde [2-

Idare meclisi her sene azalart arasindan bir reis ve bir reis vekili seer, ayrica sirketi temsil ve idare icin azalar arasindan bir veya iki
murahhas aza segebilir. [dare meclisi sirketin idaresi i¢in tayin edecegi umumi muddr veya mudurlere tesbit edecegi saldhiyetleri
verebilir. Kararlar ekseriyetle verilir. Reylerin mtsavi bulunmasi halinde reisin reyini verdigi taraf ekseriyetle temin edilmis sayilir.
Tum yoneticilerin is tanimlari, hedefleri ve bunlann yer aldigi performans sézlesmeleri mevcut olup, yetki ve sorumluluklarn bunlara
gore duzenlenmektedir.

23. Yonetim Kurulunun Faaliyet Esaslari

Toplanti gtindemi Yonetim Kurulu Bagkani, Bagkan Yardimcisi ve/veya Murahhas Uyesi ile Sirket Genel Mudirt’'niin gériismesi ve
mutabakata varmalari neticesinde belienmektedir.

Donem icinde 20 defa toplanti yapilmistir. Toplantilara katilim genelde Yénetim Kurulu asgari Uye sayisinin bir fazlasi olarak
gerceklesmektedir. Toplanti glindemine gére tim Uyelerinden katilimi da olmustur.

Toplantiya ¢agn yontemi olarak telefon ve/veya e-mail araciligiyla bildiim kullanilimaktadir. Toplantilann organizasyonu Sirket merkezindeki
icraci Yonetim kurulu tyelerimizden Genel Mudir'tmizin asistani tarafindan yurittlmektedir.

Ayrica bir sekreterya olusturma ihtiyacr duyulmamistir.

Doénem iginde farkli géruslere istinaden karsi oy kullanimi olmamistir.

Alinan yénetim kurulu kararlarindan birer kopya sirket denetgilerine veriimektedir.

SPK Kurumsal Yénetim Ilkelerinin IV. Bslimi'nin 2.17.4'tncti maddesinde yer alan konularda yénetim kurulu toplantilarina fiilien
katiim saglanmaktadir.

Toplanti esnasinda yonetim kurulu Uyesi tarafindan ydneltilen sorular konularin cesitligine gore karara islenmekte olup, yénetim kurulu
kararlarimizin formati geregi ayrica karar zaptina soru-cevap seklinde bir islem yapilmamaktadir. Yonetim kurulu Uyelerine agirlikli
oy hakki ve/veya olumsuz veto hakki taninmamaktadir, herkesin esit oyu vardir.

24. Sirketle Muamele Yapma ve Rekabet Yasag
Ana sdzlesmede sirketle islem yapmama ve rekabet yasagini ihlal etmemeye iliskin bir hiikim bulunmamakta olup, halihazirda sirketle
islem yapan ve rekabet eden bir YK Uyesi de bulunmamaktadir. Bu gibi konulart gerektiren hususlarda genel kurulun gortisti alinmaktadir.

25. Etik Kurallar

Sirketimiz igcinde henliz genel kurulun bilgisine sunulmus olmamakla beraber kisaca asagida ¢zetledigimiz etik kurallart uygulamaya
calismaktayiz;

* Yonetim kurulu Uyeleri pay sahipleri aleyhinde sonug verecek baskilara boyun egmez, maddi menfaat kabul etmez.

* Yonetim kurulu tyeleri ve sirket yoneticileri tarafindan sirket ile ilgili konularda kamuya yapilan agiklamalar, zamaninda ve dtizenli
olarak yapilir.

* Yonetim kurulu Uyeleri, sirket ile ilgili gizli bilgi veya ticari sir niteligi tastyan bilgileri kamuya agiklayamaz. Ayni sekilde, bu bilgilerin
sirketin diger celisanlart tarafindan da sirket disina gikanimasini 6nlemek igin gerekli Gnlemleri alir.

* Sirketimiz, faaliyetlerini yerine getirirken sosyal sorumluluklara duyarli olur.

* Sirketimiz yonetim kurulu Uyeleri ve yoneticileri, pay ve menfaat sahiplerinin sirket hakkinda bilgi almasini engelleyecek girisimlerde
bulunmazlar.

* Sirketin yonetim kurulu Uyeleri, sirket ile rekabet etmemekte ve sirketin direkt istigal konularina giren alanda faaliyet gdstermemektedirler.

26.Y6netim Kurulunda Olusturulan Komitelerin Sayi, Yapi ve Bagimsizligi

Mevcut durumda mali konularin takibi, periyodik mali tablo ve dipnotlarinin incelenmesi ve Bagimsiz Dis Denetim Raporu'nun
onaylanmasini Yonetim Kurulu'na sunmak Uzere denetimden sorumlu komite olusturulmustur. Olusturulan bu komitede Sn. Yigit
Tahsin Okur ile Sn. Gundiiz Késemen gérev almaktadir.

Kurumsal Yénetim Komitesi olusturulmasi konusunda, Mevzuat ve SPK'nca yayimlanacak dtizenlemeler dogruftusunda hareket
edilecektir.

27. Yonetim Kuruluna Saglanan Mali Haklar

Yénetim kurulu tyelerine bu donemde; Ocak - Mayis arasinda briit 1.000 YTL/ay ile Haziran - Aralik arasinda briit 2.000 YTL/ay
hakki huzur 6demesi yapilmistir.

Hakki huzur tcretini genel kurul tesbit eder ve Yonetim Kurulu tyelerine bunun haricinde bir menfaat saglanmaz.

Ayrica, donem igerisinde sirketimizin herhangi bir Yonetim Kurulu Uyesi ve Ust diizey yoneticisi ile borg iliskisi kurulmamistir.
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V. CORPORATE
GOVERNANCE
CONCORDANCE

KARSAN OTOMOTIV SANAYIi VE TICARET ANONIM SIRKETI
ANNUAL REPORT 2004 > REPO RT

22. Authorities and Responsibilities of the Board of Directors Members, and Managers (cont’d)

DUTIES OF THE BOARD OF DIRECTORS MEMBERS

Article 12-

The Board of Directors designates a Chairman and a Deputy Chairman from among its members; and may appoint one or two managing
directors for the representation and administration of the Company. The Board of Directors may grant the authorities to be identified
at its discretion to the General Manager or Managers who will be designated for the management of the Company. Resolutions are
made by majonity of votes. In case of equal votes, the Chairman’s vote counts as the majority vote. Job descriptions, objectives and
performance agreements including these exist for all managers; and authorities and responsibilities are identified accordingly.

23. Principles for the Activities of the Board of Directors

Meeting agendas are identified with discussion and agreement among the Board of Directors Chairman, Deputy Chairman and/or
Managing Director and the General Manager. 20 meetings have been held during the concerned period. One half of the minimum
number of Board of Directors members plus one is generally required to convene a meeting. Participation of all the members
has been realized from time to time according to the meeting agenda. Notices for the call to meetings are served by phone and/or
e-mail. Meetings are organized by the Assistant of the General Manager at the registered Head Office, who is also an executive
member of the Board of Directors. Establishment of a secretariat was not considered as a requirement. No countervotes based
on counter opinions have been given during the period. One copy of the Board of Directors resolutions is submitted to Company
auditors. Participation in person is ensured at the Board of Directors meetings with an agenda on the items included under Section
IV, Article 2.17.4 of the CMB Corporate Management Principles. Questions forwarded at the meeting by the Board of Directors
members are cited in the resolutions on the basis of item type; and as required by the format of Board of Directors resolutions, no
question-answer type statements are included in the meeting minutes. Board of Directors members are not entitled to preferential
votes and/or negative veto rights. Every member has equal voting rights.

24. Prohibition of Transactions and Competition with the Company

The Articles of Association does not include a provision precluding transactions with the Company and not violating the competition
prohibition; and currently there are no BD members who make transactions and are in competition with the Company. The
General Assembly opinion is sought  for such issues.

25. Rules of Ethics

Efforts are made to implement in the Company the rules of ethics summarized below, although such rules have not been submitted
to the information of the General Assembly:

* Board of Directors members do not submit to pressures with outcomes against the share holders; and do not accept material benefits
* Publicity activities are performed by the Board of Directors members and company managers regularly and in a timely manner.
* Board of Directors members may not disclose to the public confidential company

information or trade secrets; and take the required measures to avoid the disclosure of same by other company employees.

* The Company is sensitive to its social responsibilities when performing its activities.

* Company Board of Directors members and managers do not make any attempts to impede share holders and stake holders
in accessing company information.

» Company Board of Directors members are not in competition with the Company and do not function in a field which is included
in the direct operations of the Company.

26. Number, Structure and Independence of Board of Directors Committees

Currently, a committee responsible for auditing is set up with the responsibility to follow up financial affairs, to review regular financial
statements and footnotes, and to submit the  Independent External Auditors' Report to the approval of the Board of Directors. Yigit Tahsin
Okur and Guindiiz Késemen are the members of this committee.

Corporate Govermance Committee will be organized in accordance with concemed laws and the regulations to be  promulgated by CMB.

27. Remunerations for the Board of Directors

Attendance fees of YTL 1.000/month gross between January-May; and YTL 2.000/month gross between the months of June-December
were paid to Board of Directors members during the concerned period. The attendance fee is identified by the General Assembly,
and no other benefits are made available to Board of Directors members.

Furthermore, no lending-borrowing relationship existed between any Board of Directors member and a top level manager during
the concerned period.
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Karsan Otomotiv Sanayii ve Ticaret A.S. bir Kiraga Sirketler Toplulugu kurulusudur.

Karsan Otomotiv Sanayii ve Ticaret A.S. is a Company of the Kiraga Group of Companies.



