


Icindekiler

I Misyonumuz / Vizyonumuz

3 Yonetim Kurulu Bagkan’'nin Mesaji
7 Yénetim Kurulu

9 Ekonomiye Bakis

I5 Otomotiv Sektoriinde Durum

|7 Pazar Grafikleri

20 Karsan’in Portresi

27 2005 Yili Faaliyetlerimizin Ozeti
31 2006 Yilina Stratejik Bakis

32 Haberler

Table of Contents

I Our Mission / Our Vision

3 Message From The Chairman

7 Board of Directors

9 A Glance at the Economy

15 Situation in the Automotive Industry
I'7 Market Graphics

20 A Portrait of Karsan

27 Summary of Our Operations in 2005
31 A Strategic Overview of the Year 2006
32 News from Media

LM
O
O
N
5
C
O
't
S
ad
_|_)
3
P
©
S
L
Z
<
)
ad
<
N




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

Farkli markalari ayni anda iireten, her tiirli teknik kapasitesini Tiirkiye'nin ve diinyanin 8nde gelen otomotiv kuruluslarinin
kullanimina agmis, 6zel iiriinleri de iiretebilecek esnek bir tiretici 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 become leading subcontractor of Turkish Automotive Industry, flexible enough to produce various brands, under the same roof, offering

Turkey and the world's leading automotive institutions cutting edge technical production capacity.
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inan KIRAG '

Karsan Otomotiv Sz'mayii ve Ticaret AS.
Yonetim Kurulu Bagkani

+ Chairman of the Board




Yonetim Kurulu Bagkanr’nin Mesaji

Degerli Hissedarlarimiz,

2001-2004 yilinda kesintisiz buytyen Turkiye, 2005 yilinda da biliylimeye devam etti ve nihayet enflasyonu kontrol altina alma
basarisini gésterdi. Mali disiplin ve bagimsiz para politikalari ile olumlu seyrine 4 yil Ust iiste biiytiyerek devam eden ekonomimizde,
uluslararasi hammadde fiyatlarindaki artiglar, ABD faiz artirimlari, cari islemler agigi gibi bazi hususlar zaman zaman tansiyon

yaratmigsa da olumlu beklentiler gelecek dénemler igin de muhafaza edilmektedir. Son 4 yil zarfinda, milli gelir toplamda yaklagik
licte bir oraninda biyiimds, kisi bagina milli gelir ise kur etkisiyle beraber 5.000 dolar seviyelerine ulasmistir. Ancak, bu basarinin
ve saglanan yapisal degisimin ne kadar k&kli ve kalici oldugunu 2006 yili icerisinde hep beraber gérecegimize ve normal sartlarda

sonucun olumlu olacagina inaniyorum.

etkileyecek ciddi kararlar ve aksiyonlar alinmaya baglanmistir.

Ancak tiim bu olumlu gelismelere ragmen Tiirkiye’'nin en biiyiik iktisadi ve toplumsal sorunu olan issizlik durumunda dnemli
bir degisiklik olmamis, neticede yasanan biiyiime sonucu yeterli istihdam halen saglanamamistir.

Ayrica stratejik konumumuz itibariyle bélgemizde ve gevremizde yasanan gerginlikler ekonomimize ve bdlge istikrarina bir

tehdit unsuru olmaya devam etmektedir.

Genel anlamda oldukga olumlu olarak tanimlanabilecek bu dénemde ulkemizin lokomotif sektérii olan otomotiv, 880 bin adet
tiretim, 763 bin adetlik i¢ pazar satisi ve 553 bin adet ihracat ile tiretimden satisa, ihracattan istihdama kadar her alanda yeni rekorlar

kirmis ve gegen yila gére %17 artigla 12 milyar USD’lik ihracat ile bu yil da tilkemize en biiyiik 2. d6viz girdisini saglamistir.

2005 yilinda ticari arag tretimi 426 bin adetle tarihteki en yiiksek seviyeye ulagmis, toplam ticari arag ihracati 233 bin adet
ile 2004 yilina gére % 15 artmistir. Uretilen otomobillerin % 70%, ticari araglarin %55'i ihrag edilmistir. Otomobil iiretimi ise
454 bin adet olmustur.

Message From the Chairman of the Board of Directors

Esteemed Shareholders,

The Turkish economy, growing uninterrupted between the years 2001-2004, continued to grow in 2005 as well and finally succeeded
in controlling inflation. Although some concerns such as an increase in the prices of international raw material supplies, increasing interest
rates in the USA, and the current deficit have caused economic pressure from time to time, our economy has continued its positive
progress based on financial discipline and independent monetary policies. Positive expectations are maintained for the forthcoming periods
also. Domestic income has grown by about one third during the last 4 years and per capita income has reached the level of 5.000
Dollars with the impact of exchange rates. During the year 2006 we will all see how radical this achievement and the structural change
is, and to what extent it is sustainable; and | believe that positive results will be achieved under normal conditions.

Turkey has made significant strides in the process of EU membership during 2005, and serious resolutions and actions were taken by
the government in various areas which will have an impact in this process.

In spite of all these positive developments, however, a significant change was not recorded in unemployment which is the greatest
economic and social problem of Turkey; and the growth could not produce adequate employment.

Furthermore, the regional and environmental tensions which impact our country due to the strategic position of Turkey continue to be
an element of threat to our economy and the stability of the region.

In the generally positive year 2005 the automotive sector — the locomotive of our country — has broken new records in every area from
export to employment with a production of 880 thousand units, domestic market sales of 763 thousand units, and exports of 553
thousand units; and has provided the second biggest foreign exchange earnings for yet another year, with exports of |2 billion USD,
an increase of |7% over the previous year.

Commercial vehicle production in 2005 has reached its highest level in its history with production of 426 thousand vehicles; and total
commercial vehicle exports reached 233 thousand units, an increase of 15% over the year 2004. 70% of automobiles and 55% of
commercial vehicles produced have been exported. Automobile production reached 454 thousand units.

LN
O
O
@
T
@
'l
3]
ad
IS
>
-
-
<
Z
<
W
ad
<
N/




LN
)
O
N
-
o
O
Q.
©
ad
+
O
R
I
©
Ll
Z
<
g
ad
<
N

Sektdr igin ¢ok olumlu gegen 2005 yilinda, Karsan, ¢cok markali tiretim stratejisi cercevesinde; 2006 yili ve sonrasinda meyvelerini
toplayacagimiz, yeni projelere ve stratejik konularla ilgili calismalara agirlik vermistir. Haziran ayinda tiim tasarim ve muihendislik
calismalari Karsan tarafindan yapilmis olan yeni J9 Premier’in lansmani yapilmistir. Ayni dénemde Tiirk otomotiv tarihinde,
bir otomotiv sirketinin ana lisansorii igin tasarlayip seri imalata soktugu ilk arag olan Partner Uzun Sasi ¢alismalari da tamamlanmus;
Kasim ayinda lansmani yapilarak Aralik ay1 sonunda seri imalatina baglanmistir. Yine, yeni proje arayislari ¢ergevesinde Pick-
up Uretimi ile ilgili calismalara baslanmis ve halen devam etmektedir. Biitlin bu yeni uriinlerle Karsan, tasarim ve arag gelistirme
alanindaki becerisini ispat etmistir.

Bu dénemde, Endiistriyel Hizmetler alaninda da biiyiik ilerleme kaydedilmis; Tofas, Ford, Renault Trucks gibi lider firmalardan

yeni projeler alinmistir. Preshane’ye yeni bir hat kurularak kapasite %70 oraninda arttiriimistir.

2005 yilinda yénetim kurulu tiyelerimizin de aktif katiimiyla bir ¢ok “strateji” toplantisi yapilmig ve bunlarin sonucunda stratejik
isbirligi calismalarina hiz verilmistir. Halen uluslararasi otomotiv sirketleriyle teknik, ticari ve stratejik konularda isbirligi imkanlari
arastirilmakta ve ¢ok markali Uretim stratejisini daha hizli hayata gegirmek konusunda hizla galisiimaktadir.

Rakamlara bakacak olursak, Karsan 2005 yilinda mali sonuglar agisindan oldukga zayif bir yil gegirmistir. 2005 yilinda 2004 yilina
gore 3.860 adet daha az olmak lizere, toplam 13.143 adet arag satilmis ve 250 Milyon YTL ciro elde edilmistir. Adet, ciro ve
kar duststiniin ana nedeni Urettigimiz Peugeot markali araglarin 2005 yilinda gerileyen pazar payi ve &zellikle Peugeot |9 Premier
araglarin satisindaki gerilemedir. Bu olumsuz sonuglarda, yeni ]9 Premier’in Haziran ayinda lansmaninin yapilacak olmasi
nedeniyle ve piyasadaki stoklarin bu yeni aracin imaj ve fiyatini olumsuz etkilememesi adina, ilk 6 ayda 9 tretimi yapilmamasi
da kismen etkili olmustur. ]9 Premier aracin lansmani esnasinda satis agindaki mevcut eski |9 stoklari cok diistik marjlarla ve
hatta zararina satilarak eritilmis olmasi, bu kapsamda satis komisyonlari ddenmek zorunda kalinmasi ve dustik kur sebebiyle
ithal rakip araglarin ucuzlamasi da mali tablolarimizi, bir kereligine de olsa, olumsuz yénde etkilemistir. Faaliyetlerdeki bu
gerileme Uzerine bir de ertelenmis vergi aktifi iptal edilmis ve zarar nakit olmasa bile, kayden daha da buyumiistiir.

Bu dénemde stok yiikii 2004 yilina gére ciddi bigcimde azaltiimig, Akbank’tan alinan 6 yil vadeli 50.000.000 Euro tutarinda
isletme kredisi ile finansal borglar uzun vadeye kaydirilarak bilango rahatlatiimigtir.

During 2005, which has been a highly positive year for the sector, Karsan has focused on new projects and activities involving strategic
issues under its multibrand strategy. We will feel the positive results of these projects and activities in the year 2006 and thereafter.
The new |9 Premier was launched in June. All design and engineering work of this vehicle was accomplished by Karsan. In the same
period, activities have been completed for the Partner Long Chassis, the first vehicle designed and put into mass production by an
automotive company for its licensor — this is a first in the history of the Turkish automotive industry. The vehicle was launched in
November and mass production initiated in December. Activities for pick-up production have also been initiated and are still continuing.
With all these new products, Karsan has proved its competence in design and vehicle development.

Karsan has made great progress in the area of Industrial Services in 2005. New projects were contracted from leading OEMs such as
Tofas, Ford, and Renault Trucks. A new line has been set up in the press department and capacity was increased by 70%.

Various “strategy” meetings were held in 2005 with the participation of our Board members; and our studies around a strategic
cooperation gained impetus. Currently, we are investigating technical, commercial and strategic cooperation possibilities with the
international automotive companies; and activities are in progress for the more rapid realization of our multibrand production strategy.

An overview of Karsan’s 2005 results indicates a lean year for Karsan with respect to financial results. A total of 13.143 vehicles were
sold in 2005, which indicates 3.860 units fewer sales than the year 2004. The turnover realized was 250 million YTL. The basic reason
for the drop in unit sales, turnover and profitability was the contracting market share of Peugeot branded vehicles, and particularly the
regression in the sales of Peugeot |9 Premier Minibuses in 2005. Another factor which has a share in these negative results is the fact
that |9 production has been mainly suspended in the first half of the year on the grounds that the new |9 Premier would be launched

in June and therefore we tried to avoid the negative impact of stock in the distributor network on the image and price of this new vehicle.

Our financial accounts have been affected negatively, although it was a one time move, with the sale of the old |9 stock in the network
at extremely low, even negative margins. Stock was sometimes even sold at a loss and was liquidated with the necessity to pay sales
commissions. In addition, the decreasing prices of imported competitor vehicles due to low exchange rates deepened the negative impact.
Due to the regression in our operations, the deferred tax asset was cancelled and the loss has further grown larger on the books, although
not in cash.

The inventory burden was decreased substantially in the period compared to the year 2004, and the balance sheet was relieved by
extending the term of our bank debt with the 50.000.000 Euro operation loan received from Akbank with a payback period of 6 years.



Neticede 2005 yili yeni projeler ve operasyonel tatmin agisindan zengin, mali sonuglar agisindan zayif, stratejik konularla ilgili
olarak da ¢ok diistindtigiimiiz, calistigimiz ve sonuca oldukga yaklastigimiz bir yil olmustur.

Kurulusumuzun 40. yilini kutladigimiz 2006 yili Karsan’a diizenli ve karli yeni projeler getirecegimiz, gerekirse bu siireci

hizlandirmak igin stratejik isbirlikleri kuracagimiz ve her durumda Karsan’i tek bagina kir eder hale getirecegimiz bir yil olacaktir.

Bu cercevede Karsan; verimliligini artirmak, mevcut is hacminin geregine uymak, stratejik hedefleri dogrultusunda daha yalin
bir organizasyona kavugsmak icin yeniden yapilanmig ve Ocak 2006 itibariyle mavi yaka mevcudumuz 707’den 635’e, beyaz yaka

mevcudumuz ise 106’dan 84’e diismustir.

2006 yili icinde yeni projeler ve stratejik konulardaki ¢alisma ve gériismeler tim hiziyla sonuglandirilacaktir. Bu yeni proje
¢alismalarinin fiilen tiretime doniismesi muhtemelen 2007’yi bulacaktir. Bu dénemde operasyonel ve mali sonuglar agisindan
en iyi neticeyi almak igin maliyetin indirimi ve etkin stok ydnetimi alanlarinda maksimum efor sarfedilecek, arag bagi katma
deger artirilacak ve minimum 12.600 Partner ve 3.700 adet )9 satilarak faaliyet nakit akisi ve EBITDA hedefimiz tutturulurken
gelir tablomuzun dibinde zarar edilmeyecektir.

Yine 2006 tasarim ve miihendislik alanlarinda, 2005 yilinda ispat ettigimiz becerilerimizi daha da gelistirip, 2006 yilindan itibaren
miisterilerimize tasarim, mihendislik, retim dahil komple ¢éziimler sunar hale gelecegimiz bir yil olacaktir.

Dolayisi ile 2006’daki 6ncelikli hedefimiz pazar payi, ciro gibi parametreler kadar, yeni projeler ve stratejik konulardaki
¢alismalari sonuglandirmak, tasarim miihendislik alanlarindaki becerilerimizi gelistirip zenginlestirmek ve yil kirla kapatmaktir.

2006 yilinda, mutluluklari ve basarilar birlikte yakalayabilmek timidi ve inanciyla,

Saygilarimla,

inan KIRAC

Karsan Otomotiv Sanayii ve Ticaret A.S.
Yonetim Kurulu Baskani

In conclusion, 2005 was a year which was rich in terms of new projects and operational satisfaction, but quite poor in terms of financial
results, although we have contemplated, studied and almost concluded major strategic issues.

In the year 2006 when we will be celebrating the 40th anniversary of our establishment, we will bring in regular and profitable new
projects to Karsan; establish strategic cooperations as required to accelerate this process; and position Karsan as an organization
generating profit on its own.

In this context, as of the end of 2005, Karsan has been restructured to increase efficiency, to adjust to the needs of the current business
volume, and to achieve a less complicated organization in line with its strategic objectives, with a decrease from 707 to 635 blue-collar
personnel, and from 106 to 84 white-collar personnel as of January 2006.

To achieve our objectives, activities and discussions concerning new projects and strategic matters will be concluded with the greatest
of speed. With optimal estimates, these project activities will be transformed into actual production in 2007. We will therefore make
maximum efforts for increasing sales, cost reduction, efficiency and effective inventory management to avoid operational and financial
losses during 2006; the value added per vehicle will be increased; and our operating cash flow, and EBITDA targets will be achieved by
selling at least 12.600 Partners and 3.700 |9s to get our income statement back into the black again.

In 2006, we aim to improve on our design and engineering competencies even more; and to be in a position of offering our customers
complete solutions including design, engineering, and production.

Our foremost objective in 2006 is therefore to accomplish the activities for new projects and strategic issues; to improve and augment
our competencies in the areas of design and engineering and close the year with a profit.

With the hope of embracing happiness and success in the year 2006,

Respectfully,

Inan KIRAC

Karsan Otomotiv Sanayii ve Ticaret A.$.

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
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Jan Nahum - Member
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Ekonomiye Bakis

2001 yilinda uygulanmaya baslanan istikrar programi ile birlikte, 2002-2005 déneminde 4 yil kesintisiz biiyiiyen Tiirkiye, enflasyonu
da kontrol altina alabildi. Yurtigcinde ve yurtdisinda, akademik diinyanin, is ¢evrelerinin, uluslararasi ve uluslariisti ekonomi ile
ilgili kuruluslarin temsilcilerinin cogunlugu tarafindan teslim edilen bu parlak basari, Tiirkiye'nin enflasyonla miicadelede maks
talihini yenebilecegini, iceride ve disarida kanitlamis oldu. Ancak, bu bagarinin ¢eyrek ytizyil sonra gelmis olmasi, elde edilen
kazanimlarin ne kadar dogal, kokli ve kalici oldugu, ne kadar zorlama, tesadiifi ve gegici oldugu konusundaki tartismalari da
beraberinde getirdi. Bu tartismalarla birlikte girilen 2006 yili, yil iginde sekillenecek ekonomi politikasi kararlari ve uygulamalari
ile Tiirkiye ekonomisinde iddia edilen yapisal dontstimiin gergeklesmis olup olmadiginin agiga ¢ikacagi kritik bir yil olacaktir. 2006
yilini, son 10 yilik désnemde 6nemli kilacak bazi temel faktdrler bulunmaktadir. Bunlar arasinda, dncelikli unsur, saglanmig olan
basarinin kaliciliginin test edilmesi olacaktir. ikinci unsur, ekonomi politikalarinda para politikalarinin &neminin artacak olmasidir.
2006 yilinin siyasi gelismeler agisindan tagidigi dnem ise, ekonominin, siyasetten bagimsizlasma derecesini ortaya koyacaktir.

Krizden bu yana gegen dénemde elde edilmis olan kazanimlarin bazi kékli degisimlerden kaynaklanmasi ve kalici olmasi durumunda,
basta cari islemler agigi olmak tizere giindemde yer alan sorunlarin yénetilmesi miimkiin olacak, reform siirecinin ig ve yatirm

ortamina dontik diizenlemelere dogru genisletilip derinlestiriimesi ile birlikte, ekonomideki biiylime ve istikrarin gliclenmesi siireci
devam edecektir. Diger yandan, 2002-2005 déneminde goriilen iyilesmelerin bazi rastlantisal gelismelere dayanmasi ve bu nedenle
bir siire sonra artik devamliliginin saglanmasinin imkansiz hale gelmesi durumunda, Tiirkiye, 1990’ yillar boyunca yasamis oldugu
bir yil biiytiyen-bir yil daralan, dur-kalk tipi bir ekonomik modelin i¢inden gikamamis oldugunu kabul etmek durumunda kalacaktir.

Son dért yildir devam eden hizli biiytime stirecinde milli gelir toplamda yaklasik ticte bir oraninda buyiimiis, kisi bagina diisen milli
gelir ise, kurun deger kazanmasinin da etkisiyle, 5.000 dolar seviyelerine ulagmistir. Canli i¢ talebin yani sira, diinya ekonomisine
entegrasyon devam etmis, ihracat 3| milyar dolardan 72,5 milyar dolara yiikselmistir. Biiytime performansinin yani sira, kamu

acigl ve borglanmasinda gériilen iyilesme sayesinde enflasyon da kontrol altina alinmistir. Ancak, yuksek biiylime, kamu mali disiplini

An Overview of the Economy

Turkey, which has experienced uninterrupted 4 year growth during the 2002-2005 period based on the stabilization program implemented
in 2001, was also able to get inflation under control. This shining success which has been affirmed inside and outside the country by
the academic world, business circles, international and supra-national organization representatives has proven to one and all that in
the fight against inflation, Turkey can overcome its dismal history. However, since this success has come after a quarter century, it has
brought with it a debate on how natural, ingrained and sustainable is the success versus how forced, chance and fleeting it is.

The year 2006, which started with this debate, will be a critical year in showing whether the structural change in the Turkish economy
has actually taken hold based on economic policy decisions and implementation to be shaped during the year. There are fundamental
factors which make the year 2006 a critical one in the last decade. Foremost among these is that it will test the sustainability of the
success achieved so far. Secondly, the importance of monetary policy will assume an increased importance within economic policies.
The importance of the year 2006 from the political perspective is to show the degree to which the economy is independent of politics.

To the extent that the successes achieved since the crisis are based on fundamental changes and are sustainable, many problems starting
with the budget deficits will be managed, and along with initiatives which deepen and continue the reform in the business and investment
arenas, the period of growth and stability in the economy will continue. On the other hand, if the improvements seen during the 2002-
2005 period are based on certain chance developments and become unsustainable after a period, Turkey will have to accept that it
has not been able to overcome the stop and go, grow one year-contract one year economic model that it lived during the 1990s.

In the process of rapid growth during the last four years, domestic income has increased by around one third; and per capital domestic
income has reached 5.000 Dollars with the added effect of the appreciating Turkish currency. In addition to the revival in domestic
demand, integration with the world economy has continued; and exports increased from 31 billion Dollars to 72,5 billion Dollars. Further
to this growth performance, inflation was taken under control with the improvement observed in public deficits and borrowing. However
high growth, the discipline in public finance, and the controlled inflation are one side of the coin however. On the other side there are
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ve enflasyonun kontrol altina alindigi madalyonun arka yiiziinde ise yiiksek ithalat artigi, yiiksek cari islemler agig), yiiksek igsizlik

orani ve reel kurda ciddi degerlenme yer almaktadir. 2001-2005 yillari arasinda reel kur, %42 civarinda degerlenmis, ithalat artisi
ihracattan ¢ok daha hizli olmus, toplam ithalat 41 milyar dolardan |17 milyar dolara yiikselmis, 2001 yilinda 3,4 milyar dolar fazla
veren cari islemler dengesi, 2005 yilinda milli gelirin %6'sinin tizerinde 22,5 milyar dolarlik bir agiga dénmiis, 3,5 milyon istihdam

yaratilmasina ragmen, genel issizlik orani %9,5-10 seviyelerinin altina ¢cekilememistir.

Mevcut tablo, enflasyondaki duststin esas belirleyicisinin reel kurdaki degerlenme oldugu, kurdaki bu degerlenmenin ithalati
korikledigi, bu kosullar altinda, yerli tireticinin rekabet giiciintin giderek azalmasinin, tiretim ve istihdam {izerinde olumsuz etki
yaptigl; nihayetinde ortaya ¢ikan dis agigin finansmaninin, bir noktanin 6tesinde miimkiin olamayacagi biciminde yorumlanmistir.
Bu yorumun bir uzantisi olarak, 2006 yilinda i¢ ve dis siyasi gelismelerde yasanacak hareketlilik ile birlikte, ekonomideki mevcut
tablonun devam ettirilemeyecegi ve gostergelerde ciddi degisiklikler goriilecegi beklentisi dile getirilmektedir. 2002-2005 biiyiime
stirecinin devam ettirilip ettirilemeyecegi 2006 yili icindeki gelismelerle daha belirgin hale gelecektir.

2006 yili, ayni zamanda, Tiirkiye'nin ekonomi politikalarinda, ¢cok siki maliye politikasinin basat oldugu yaklasimin yerini para
politikasinin artan etkinligine biraktig bir yil olacaktir. Kamu maliyesinde saglanmis olan siki disiplin ve bu disiplinle birlikte gelen
biitce agigindaki dramatik dusts, i¢ borglanmanin kontrol altina alinmis olmasi, bekleyisler yoluyla enflasyon oraninin diismesinin
ardindaki temel faktori olusturmustur. Bu siire boyunca %6,5 faiz disi fazla politikasi uygulanmus, biitge agiginin milli gelire orani
2001 yilinda % 17'den 2005 yilinda %3,3'e,%23 olan faiz 6demelerinin orani ise % 9,4 seviyelerine, toplam kamu borcunun milli
gelire orani ise %106,4'ten %73,6'ya inmistir. 2001 sonunda %68,5 olan tiiketici fiyatlar enflasyonu ise 2005 sonunda % 7,7seviyesine
gerilerken, bu dénem icinde ortalama biiytime hizi %7,2 olmustur. 2006 yilinda biitge disiplininin devam etmesi beklendiginden
biitge agigi/milli gelir oraninin %3 seviyesinin de altina inmesi &ngdriilmektedir.

2006 yilinda enflasyonu daha da diisiik seviyelere getirerek fiyat istikrarini saglama hedefinin daha da zorlasmis olmasi; 6zellikle
hizmet sektorii fiyatlarinda devam eden nispeten yiiksek artiglar, petrol ve emtia fiyatlarinin uluslararasi piyaslarda yiiksek seviyelerini
koruma ihtimali, simdiye kadar uygulanmis olan &rtiik enflasyon hedeflemesinden agik enflasyon hedeflemesine gegilecek olmasi,
para politikasinin 2006'da ge¢mis yillara kiyasla cok daha dikkatle izlenmesi gerektigini géstermektedir.

the fast increasing imports, high current deficit, the high rate of unemployment and a serious appreciation in real currency. Appreciation
of the real currency between the years 2001-2005 has been around 42%; imports increased at a much greater pace than exports;
total imports increased from 41 billion Dollars to | |7 billion Dollars; current balance which gave a surplus of 3,4 billion Dollars in 200/
has turned into a deficit of 22,5 billion Dollars on 6% of domestic income in 2005; and it was not possible to draw down the general
unemployment rate below 9,5 - 10% levels although new employment was created for 3,5 million people.

Interpretation of the current picture is as follows: The major determinant of the drop in inflation is the appreciation of the real currency.
This appreciation in the real currency spurs imports. The decreasing competitiveness of the domestic manufacturer under the circumstances
creates a negative impact on production and employment; and it will not be possible to finance the external deficit beyond a certain
point. As a continuation of this interpretation, it is stated that along with the animated domestic and foreign political developments in
2006, it will not be possible to maintain the current economic picture and that serious changes are expected in the indicators. Whether
or not it will be possible to sustain the growth process of 2002-2005, will become clearer with the developments in 2006.

2006 will also be the year when the dominating approach of implementing an extremely tight financial policy will be replaced by the
increased effectiveness of @ monetary policy in the Turkish economy. The strict discipline in public finance and the dramatic drop in
the budget deficit brought about by such discipline, along with the control of internal borrowing have been the basic factors behind the
expectation-based drop in the rate of inflation. During this time, 6.5% primary surplus policy has been implemented; budget deficit/domestic
income ratio decreased from the [7% of 2001 to 3,3% in 2005; the 23% interest payments decreased to around 9,4%; and the total
public debt/domestic income ratio decreased from 106,4% to 73,6%. While the 68,5% consumer prices inflation as per the end of
2001 has dropped to 7,7% at the end of 2005, average growth rate during this period was 7,2%. Budget deficit/domestic income
ratio is anticipated to drop even below 3% based on the expectations for continued budgetary discipline in 2006.

The monetary policy should be monitored more carefully in 2006 compared to previous years because of increased difficulties in achieving
the price stability target by securing lower levels of inflation during the year, comparatively high increases in the prices of particularly
the service sector, the probability of continued high oil and commodity prices at international markets, and the fact that the implicit
inflation target adopted up to now will be replaced by an explicit inflation target.



2006 yilinda, siyasi gelismeler de ekonomi agisindan hassasiyet yaratabilecektir. Oncelikle diisiiniilen, siyasi gelismeler karsisinda
ekonomi politikasinda meydana gelebilecek degisikliklerdir. 2007 yilinda cumhurbagkanligi ve milletvekili genel secim tartismalarinin
glindeme oturmasi, AB miizakere siireci, Kibris'ta ¢éziim dinamikleri, Irak ve Ortadogu bélgesindeki gelismeler gibi i¢ ve dis
siyasette yogun bir giindemin yer alacagi 2006 yilinda, ekonomi politikalarinin rotasinin, siyasi gelismelerden etkilenmemesi birincil
kosul olacaktir. Ekonomi politikalarinda, popiilizme doniis yolunda herhangi bir isaret olmamasi durumunda bile, piyasalarin siyasi
gelismelere bu beklenti ile verecegi tepki de ekonomik dengeler agisindan dikkate alinmalidir. Kurun degerlenmeye devam etmesi,
cari islemler agiginin giderek artmasi, yiiksek issizlik diizeyi gibi mevcut sorunlar altinda, piyasalarin siyasi gelismelere verecegi
ani ve ekonomik rasyoneli zorlayan tepkiler, dengeleri olumsuz etkileyebilecektir.

Turkiye ekonomisinin 2006 yilinda siyasi gelismeler karsisinda gésterecegi direng, yapisal déniisimde elde edilmis olan bagarinin
da bir baska kanitini olusturacaktir. Yapisal reform programi altinda bankacilik sektoriinde, kamu bankalarinda, merkez bankasi
bagimsizliginda, 6zellestirme siirecinde, bagimsiz denetleyici kurullarda, kamu mali ydnetiminde, tarim reformunda, piyasalarin
deregiilasyonu ve liberalizasyonunda atilmis olan adimlar, hig siiphesiz ekonominin, gegmiste basvurulmus olan popiilist politika
uygulamalarina dénme yollarini 6nemli Slglide engellemistir. Diger bir deyisle, kamunun ekonomiye dogrudan miidahale cizgisinin
cok asagiya cekilmis olmasi, kur seviyesini hedefleyen politikalarin, kamu borg stokunun faiz hadleri ve kur hareketlerine duyarliiginin
nispeten azalmis olmasi, yurticine giren yabanci sermaye akimlarinin vade ve yapi itibariyle eskiye oranla spekiilatif dalgalanmalara
daha az duyarli hale gelmis olmasi, piyasalarin verecekleri tepkinin siddetini emebilecek ve etkilerinin uzanabilecegi alanlari sinir-
layabilecek 6nemli gelismelerdir. Bu kosullar altinda, ekonomi politikalarinda rasyonel gidisattan sapilarak siyasetin etkisi altina

girilme ihtimalinin ve bu ihtimalin ekonomik dengelerde yaratabilecegi bozulmanin, eskiye oranla sinirl kalacag diistintilmektedir.

Bu degerlendirmeler cercevesinde, 2006 yili, 1980'lere dayanan siirecin nihayetinde ekonomik yapinin, Tiirkiye'yi AB tiyelik siirecine
tastyacak bir nitelige evrilip evrilmediginin ortaya ¢iktigi bir yil olacaktir. Milli gelir hesaplarinda beklenen revizyonun da 2006 yil

icinde tamamlanmasiyla birlikte, yaklasik tigte bir artacak olan milli gelir, Tiirkiye'nin kisi bagina gelirde AB ortalamasi ile arasindaki
ugurumun azalmasinin yani sira, borg ve cari islemler agigi gibi milli gelire oran olarak bakilan bir dizi géstergedeki performansinin

da daha olumlu degerlendiriimesine neden olacaktir. Normal kosullar altinda, mevcut yénelimlerin devam etmesi ve ekonomik

Political developments in 2006 might also bear some susceptibilities involving the economy. The primary consideration is the probable
changes in the economic policy in the face of political developments. 2006 will see an extensive agenda of domestic and foreign political
issues. Disputes involving the presidential election of 2007 and the general elections, the EU negotiation process; the dynamics of a
resolution in Cyprus, and the developments in Iraq and the Middle East will be the topical issues in 2006. The primary requirement
during the year will be to avoid the impact of political developments on the course of economic policies. Even in the absence of a sign
in economic policies in the direction of going back to populism, the reaction of markets to political developments with such anticipation
should be considered for economic balance. Abrupt reactions of markets to political developments in a way to constrain the economic
rationale under the existing problems such as continued appreciation of the currency, the gradually growing current deficit, and the high
unemployment rate could have a negative impact on balances.

Resistance of the Turkish economy to political developments in 2006 will be another evidence of success realized in structural transformation.
Steps taken under the structural reform program in the banking sector, in public banks, in the autonomy of the central bank, in the
privatization process, in independent supervisory boards, public finance management, agricultural reform, and in the deregulation and
liberalization of markets have undoubtedly blocked, to a great extent, the means of going back to populist policies implemented in the
past. In other words, the downward trend in direct public interventionin the economy, the comparatively reduced vulnerability of currency
rate-oriented policies to interest rates applicable to public debts, and to movements in exchange rates; and the comparatively reduced
vulnerability of foreign capital inflow to speculative fluctuations with regard to tenor and structure stand as significant developments
which can absorb the impacts of market reactions and restrict the areas to be dffected by such reactions. Under the circumstances, it
is believed that the probability of deviating from the rational progress in economic policies and entering the political sphere of influence;
and the possible impairment of economic balances by such a probability will remain comparatively limited.

In view of the above evaluations, 2006 stands as a year when it will be observed whether or not the development in the economic
structure has progressed in a way to move Turkey into EU membership at the end of the process beginning in | 980s. With the completion
of the expected revision in domestic income calculations in 2006, domestic income will increase by around one third bringing about a
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yapinin daha da giclenmesi beklenmektedir. Bdylece, son g¢eyrek asir boyunca, ekonomide karar vericilerin stirekli karsi karsiya
kalmis oldugu istikrarsizlik, yavas yavas hafizalardan silinebilecek, aynen enflasyonla miicadelede oldugu gibi, davraniglar geriye
endeksli olmaktan cikabilecektir. 2006 yilinda da ekonomide istikrar ve biiyiime siirecinin devam etmesi, ekonomiye ¢ok sayida
olumsuzlugun yasandigi gegmisin birikimiyle degil, bugiiniin verileriyle bakma aligkanliginin yerlesmesini saglayacaktir. Boylece,
gliniimiizde uluslararasi standartlarda olagan olan diisiik enflasyon, mali disiplin gibi olgularin, Tiirkiye icin de gegerliligi kabul
edilebilecek; Tiirkiye ancak bundan sonra, gelecek dénem ekonomik performansinin esas belirleyicileri olan tiretim, piyasa ve

kurumsal yapilardan kaynaklanan sorunlarla kapsamli olarak ilgilenme imkéni bulacaktir.

IMF anlagmasinin devam edecegi, bununla birlikte AB tiyelik stirecinde tarama siirecinin sona ererek mevzuat uyumunun baslayacag
2006 yilinda, ekonomik gostergelerdeki gidisatin devam etmesinin yani sira, basta iirtin ve hizmet piyasalari olmak tizere, piyasa
diizenlemelerinin AB standartlarina yakinsamasi siireci, Turkiye'de is ve yatirim ortami tizerinde olumlu sonuglar doguracaktir.
Elde edilmis olan istikrarin tizerine, yillardan beri el atlamamis olan yapisal konularda atilacak adimlar, mevcut yénelimlerin devam
etmesine imkan saglayacaktir. Ozellikle 2005 yili iginde tartisiimaya baslanmis olan vergi sistemi ve kayit digi ekonomi ile miicadele
konularinda, 2006 yilinda artik somut adimlar atiimaya baglanmasi, ekonomik sektdrlerin rekabet giiglerini destekleyici olacaktir.

Sonug olarak, 2005 yilinda hararetli tartismalara sahne olan ekonomik géstergelerdeki iyilesmelerin kapsami ve kalicilig konularinin
zaman iginde giindemden diismesi beklenmektedir. Bununla birlikte, Tiirkiye'nin simdiye kadar géstermis oldugu performansin,
dnemli olmakla birlikte, uzun dénemli siirdiiriilebilir kalkinma ¢izgisi agisindan yeterli olmadigi da gézden kagirilmamalidir. Istikrar
dogrultusunda saglanan basariya ragmen, reel ekonomideki yapisal déniisiimiin bagladigindan séz etmek miimkiin degildir. Tiirkiye'nin
zengin Ulkelerle arasindaki gelismislik farkinin, nasil bir stiregte, hangi mekanizmalarla, ne boyutta kapanabilecegi belli degildir.
Dolayisiyla, 2006 yilinda ekonominin &ncelikli glindeminde, Tiirkiye'yi gelecek 10 yillik siire icinde AB tiyeligine hazirlayacak politika
segenekleri agirlik kazanmaya baslamalidir. Kisa vadeye hapsolan, giincel sorunlara iliskin tartismalar ve istikrar kaygilarinin yerini,
artik uzun vadeye bakan ve tiretim yapisinin degisimini odaga alan arayislar almahdir.

minimization in the gap between per capita income of Turkey and that of EU average, besides a more positive assessment of the
country’s performance in a series of indicators considered in terms of debt and current deficit/domestic income ratio. Under normal
conditions, continuity of current trends and a further strengthening of the economy are expected. Thus, the instability faced for the
last twenty five years by decision makers in the economy will gradually be forgotten and as has been the case in the struggle with inflation,
attitudes will not be indexed retrogressively any longer. If the stability and growth process is maintained in the economy in the year
2006, there will be an established habit of viewing the economy with the perspective of current data rather than traces of the past
with numerous negative experiences. In this way, it will be possible to recognize low inflation which is natural in our day according to
international standards, financial discipline, etc. to be valid for Turkey also; and only after such recognition Turkey will be able to deal
in detail with the problems arising out of production, markets, and corporate structures which are the principal indicators of the economic
performance for the coming period.

Besides the continued progress in economic indicators, the process for the convergence of market regulations, product and service
markets mainly, to EU standards will create positive impacts in the business and investment environment in Turkey during the year
2006 when the agreement with IMF will be continued, and harmonization of regulations will be initiated with the conclusion of scanning
in the EU membership process. In addition to the attained stability, steps to be taken in structural issues which have been neglected
for years will facilitate the continuation of current tendencies. The competitive power of economic sectors will be supported by taking
tangible steps in 2006 on the issues of the tax system and the struggle with the informal economy for which discussions were initiated
in 2005.

In conclusion, there is an expectation that the scope and perpetuity of improvements in economic indicators which have been the subject
of hot disputes in 2005, will not continue any more in the course of time. We should not, however, overlook the fact that Turkey’s
performance up to now, although significant, is not adequate in terms of a long term sustainable development trend. In spite of the
achievements in stability, it is not possible to speak about the initiation of a structural transformation in the real economy. It is not
clear in what process, with which mechanisms, and in what dimensions the development gap between Turkey and wealthy countries
can be filled. Consequently, the economic agenda in 2006 should give emphasis to policy alternatives which will prepare Turkey to EU



2006-2014 yillari arasindaki dénemi kapsayacagini diistindtigiimiiz AB tyelik stireci, Turkiye ekonomisinde istikrar arayisi ile
baglamig olan degisimin, tiretim yapisinin faktdr ve sektorel bilesimleri ile bolgesel dagilimi ve kurumsal ¢ercevesine de genislemesini
gerektirecektir. Bu degisimin dogru ydnetilmesi, Tiirkiye'nin AB'ye iiyelik siirecinin cok daha kolay ve gerek Tiirkiye, gerekse
AB tilkeleri i¢in ¢ok daha az sikintili olmasini saglayacaktir. Ekonomik yapinin en etkin bicimde dénusiimiiniin saglanmasi igin
Tirkiye'nin bir biiylime stratejisine ihtiyaci oldugu agiktir. Bu nedenle, rnegin, cari agik karsisinda kur seviyesi ile giindeme gelen
tartigmalar, yerini, ihracat fiyatlari yani sira fiyat digindaki rekabet giicii unsurlarinin da yer aldigi tartigmalara birakmalidir. Uretimde
girdilerin diinya fiyatlarinda temin edilmesi, Gretimin yogun ithal aramali kullanan yapisinin degisimi, ileri teknoloji trtinlerinin
tiretiminde saglanacak performans, hizmet sektdri ihracatinin rekabet giictiniin artirilmasi, verimlilik artigi igin izlenmesi gereken
egitim ve istihdam politikalari, piyasalarda giris engellerinin kaldiriimas gibi alternatifler tizerinde yapilacak ¢alismalar ile piyasalarin
cok daha etkin ve rekabetgi calismasinin saglanmasi, uzun vadede kalici ve kesin sonuglar verebilecektir. TUSIAD'In 2004 yilinda
baglatmis oldugu biiylime stratejisi projesi kapsaminda yapilmis ¢alismalarin, ekonomi ile ilgili tim kesimlerin yapacaklari arastirmalar

ile zenginlestirilmesi, Tiirkiye'nin ufkunu 1-2 yil ile sinirlamayip ¢ok daha uzaga cevirmesine imkén saglayacaktir.

Kaynak: Tusiad — 2006 Yilina Girerken Turkiye Ekonomisi

membership in the forthcoming decade. Arguments about current problems confined to the short term, and the anxiety for stability
should be replaced by a long term interest focused on a change in the production structure.

The EU membership process which we consider to cover the period between the years 2006-20 [ 4, will require the diffusion of the
change beginning with a search for stability in the economy of Turkey, to regional dispersion with a factor and sectoral composition,
and to the corporate framework of the production structure. The proper management of this change will ensure an easier process for
Turkey on the way to EU membership; and minimize to a great extent the difficulties to be encountered by both Turkey and EU countries.
It is clear that Turkey needs a growth strategy for the transformation of the economic structure in the most effective way. It is for this
reason that the arguments about currency rates against current deficit should be replaced by discussions involving export prices and
the elements of competitive power other than prices. Permanent and accurate results can be obtained in the long run by ensuring much
more effective and competitive market operations through surveys to be made on alternatives such as the procurement of production
inputs at world prices; changes in the structure of production which uses import supplies to a great extent; the performance to be
achieved in the production of high technology products; an increase in the competitive power of the service sector in exports; and the
removal of impediments on market access. Enrichment of the activities performed under TUSIAD’s growth strategy project initiated in
2004, with the surveys to be made by all the sectors related to economy, will widen Turkey’s horizons rather than limiting it to a term
of | — 2 years.

Source: Tiisiad — Turkey’s Economy on the Threshold of 2006
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Otomotiv Sektdriinde Durum

PAZAR

* 2005 yilinda toplam satiglar 763 bin adet oldu ve toplam pazar 2004 yilina gére % 2,3 oraninda artti.

* 2005 yilinda otomobil satislari, 2004 yilina gére % 2,8 oraninda azalarak 439 bin adete geriledi.

* 2004 yilina gére, 2005 yili toplam otomobil satislart % 3, yerli otomobil satislart % 2 ve ithal otomobil satiglari % 3 oraninda
azalmistir.

« ithalatin pazar payi 2005 yilinda % 69 gibi cok yiiksek bir oranda gerceklesmistir.

* 2005 yilinda ithal otomobil satiglari, 2004 yilina oranla:

AB Ulkelerinden % 9 azalmis,
Dogu Bloku Ulkelerinden %31 ve
Uzak Dogu Ulkelerinden % 25 oraninda artmistir.

* 2005 yilinda, 2004 yilina gére toplam hafif ticari arag satislart % 10, ithal hafif ticari arag satislart % 12, yerli hafif ticari ara¢
satislari ise % 8 artmistir.

« ithalatin pazar payi 2005 yilinda artarak % 46 olmustur.

* 2005 yilinda ithal hafif ticari arag satislari, 2004 yilina oranla:

AB Ulkelerinden % 11 ve
Uzak Dogu Ulkelerinden % 21 oraninda artmis,
Dogu Bloku Ulkelerinden % 73 oraninda azalmistir.

Turkish Automotive Sector in 2005

DOMESTIC MARKET

* The total size of the market reached 763 thousand units in 2005, increasing by 2,3% as compared to 2004.

* Automobile sales in 2005 decreased by 2,8% compared to 2004; and receded to 439 thousand units.

* Total automobile sales in 2005 decreased by 3%, domestic automobile sales by 2% and imported automobile sales by 3% compared
to 2004.

* The market share of imported automobiles has increased at an extremely high rate of 69% in 2005.

* Imported automobile sales in 2005 compared to the year 2004:

Imports from EU countries decreased by 9%

Imports from East Block countries ~ decreased by 31%

Imports from Far East countries increased by 25%

* Total light commercial vehicle sales in 2005 increased by |0%, imported light commercial vehicle sales by 2%, and domestic light
commercial vehicle sales by 8% compared to 2004.

* The market share of imported light commercial vehicles increased and reached 46% in 2005.

* Imported light commercial vehicle sales in 2005 compared to the year 2004:

Imports from EU countries increased by 1 1%

Imports from Far East countries increased by 21%

Imports from East Block countries  decreased by 73%
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URETIM

* 2005 yilinda toplam 879 bin adet tasit araci tretildi.

* 2005 yili Giretimi 2004 yilina gére % 6,8 oraninda artmistir. Bu dénemde, iiretimin % 63 iinii olusturan, 553 bin dolayinda
tasit araci ihracati yapildi.

* 2004 yilina oranla yiik ve yolcu tastyan ticari arag tretimi 2005 yilinda ihracatin destegi ile:

B. Kamyonda % 20

Kamyonette % 16

Otobiiste ise % 12

K. Kamyonda % 5 oraninda artmistir. i¢ pazara daha bagimli olan
Midibuste % 28 ve

Minibuste % 7 oraninda azalmistir

* 2005 yili otomobil tiretimi, 2004 yilina gére % 2 artarak 454 bin adet olarak gergeklesti. Bu dénemde uretimin % 70 ini
olusturan 320 bin dolayinda otomobil ihrag edildi.
* 2005 yilinda traktor tretimi, i¢ pazardaki talep yaninda ihracatin da azalmast ile, 2004 yilina gére % 10 azalarak 35 bin adet olmustur.

iHRACAT

* 2005 yilinda 320 bin adedi otomobil olmak tizere toplam 553 bin adet tasit araci ihrag edilmistir. Bu yil gerceklesen tasit
araci ihracati 2004 yilina gére % 9 oraninda artmistir.

* Uludag ihracatgi Birlikleri’nin verilerine gore, 2005 yilinda sektér ihracati 2004 yilina gore % 17 artti ve 11,7 milyar $ oldu.
* Tagit araci ihracati % |5, yan sanayi ihracati ise % 20 artti.

* Toplam otomotiv sanayii ihracati, 2005 yili itibariyle, sektérel ihracat siralamasinda 2. sirada yer almistir.

* 2005 yilinda toplam hafif arag ihracati 542 bin adet oldu. Ford Otosan 162 bin adet hafif ticari arag, Toyota 144 bin adet
otomobil, O. Renault 123 bin adet otomobil, Tofag 41 bin adet otomobil ve 47 bin adet hafif ticari arag olmak tizere toplam
88 bin hafif ticari arag ihrag etmistir. 2004 yilina gére 2005 yilinda hafif ticari arag ihracati % 8 oraninda artmustir.

Kaynak : OSD, Otomotiv Sanayii 2005

PRODUCTION
* A total of 879 thousand vehicles were produced in 2005.
* Production increased by 6,8% in 2005. Around 553 thousand vehicles making up 63% of production were exported during the period.
* Production of freight and passenger commercial vehicles increased in 2005 by
20% in Large Trucks
16% in Pick-ups
12%  in Buses and
5% in Trucks over the year 2004, with the added support of exports; and decreased by
28% in Midibuses and
7% in Minibuses, (the vehicles more dependent on the domestic market)
* Automobile production in 2005 increased by 2% over the year 2004 and reached 454 thousand units. Around 320 thousand automobiles making
up 70% of production were exported in this period.
* Tractor production in 2005 decreased by 0% over the year 2004 and reached 35 thousand units due to a contraction in the domestic demand
besides decreasing exports.

EXPORT

* A total of 553 thousand vehicles including 320 thousand automobiles were exported in 2005. Transportation vehicle exports realized in 2005
increased by 9% over the year 2004.

* According to data from Uludag Exporters Associations, the sector’s exports in 2005 have increased by 7% compared to 2004 and reached $1 1,7 billion.
* Transportation vehicle exports have increased by 15% and automotive supplies by 20%.

* Total exports of the automotive industry ranked second on the list of Turkish sectoral exports in 2005.

* Total light commercial vehicle exports reached 542 thousand in 2005. Export figures for the main producers are as follows:

Ford Otosan: 162 thousand light commercial vehicles; Toyota: |44 thousand automobiles; O.Renault: |23 thousand automobiles; Tofas: a total of
88 thousand vehicles (41 thousand automobiles and 47 thousand light commercial vehicles). Light commercial vehicle exports have increased by
8% in 2005 over the year 2004.

Source: OSD, Automotive Industry 2005
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Karsan’in Portresi

...kisaca Karsan

* Tirkiye'de ticari arag iiretimi 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 ¢ogunluk hisselerini almasiyla 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 ile ]9 minibiis ve midibiis, modellerinin tretim ve satisini yapmaktadir. Bunun yani sira ambulans, taksi,

gezici karakol, 4x4 gibi 6zel araglari da tretip satmaktadir.

* Karsan, hafif ticari ara¢ pazarindaki potansiyeli degerlendirmek ve teknolojisini yenilemek icin toplam biitgce 70 milyon USD olan
Akgalar'daki yeni fabrikasinin yatirimina 1998 yilinda baslamis ve 1999 yilinin Ekim ayindan itibaren bu yeni tesislerde tiretime
gecmistir. Uretim kapasitesini iki vardiyada yillik 25.000 adede gikartan yatirimin énemli bolimii 6zkaynaklar kullanilarak
tamamlanmigtir. 2001 yilinda ise yaklagik 2 milyon USD ilave yatirim ile boyahane kapasitesi iki vardiyada 40.000 araca gikartilmistir.
Boylece, talep halinde diger iiretim birimlerine yapilacak minér ilave yatirimla fabrika kapasitesi iki vardiyada 25.000 adetten 40.000
adede kolaylikla ¢ikartilabilecektir.

* Otomobilden kamyona her tiirlu araci Uretebilecek sekilde tasarlanan ve yiiksek teknolojiye sahip yeni fabrikada, kiigiik

degisikliklerle istenilen versiyonda arag imal edilebilmektedir.

A Portrait of Karsan

... Karsan in brief

* Karsan Otomotiv Sanayii ve Ticaret A.S. (Karsan) was founded in 966 in Bursa,Turkey to produce light commercial vehicles. Kog
Group assumed management control of the company between |979-1998. Later on, Kiraga 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 |9
minibuses and midibuses under a licensing agreement with Peugeot. 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 1999. 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 on demand.

* 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.



* Yeni fabrika Bursa sehir merkezine 30 km. uzaklikta, 71.000 m?'si kapali olan toplam 200.000 m2'lik bir alan {izerinde bulunmaktadr.

* Karsan, Peugeot ile sirasiyla 3 Mart 1980 tarihinde "|9 Lisans Anlagmasi", 19 Aralik 1996'da " Partner Lisans Anlagmasi",| | Ocak

1999'da hem Peugeot Boxer hem de fason olarak Fiat Ducato iiretimini kapsayan "Boxer/Ducato Lisans Anlagmasi" imzalamistir.

* 19 Aralik 2002'de " Partner ve J9 Lisans Anlagmalari” 2006 yili sonuna kadar yenilenmistir. Oncekilere gére ¢ok daha avantajli
sartlarla yenilenen lisans anlagsmalarinda Karsan'in rakip markalarin araglarini tiretmesini engelleyen madde kaldirilmig ve fason

iretim modeli stratejisinin hayata gegmesi saglanmistir.

* Karsan'in urettigi Peugeot Partner marka araglarin i¢ piyasadaki pazarlama ve dagitimi Peugeot Otomotiv Pazarlama A.S. (POPAS)
tarafindan yurt capina yayilmis 41 bayi araciligiyla yapilmaktadir.

J9 Premier modelinin pazarlama ve dagitimi ise Isotlar Grup Ltd.
Sti. tarafindan yapilmaktadir. ihracat ve devlet kuruluslarina yapilan

satislar ise Karsan tarafindan dogrudan yapilmaktadir.

* Karsan'in 2005 yili sonu itibariyle Peugeot lisansi altinda urettigi

arag sayisi 150.000 adedi ge¢mistir.

* Arag iiretiminin yani sira Karsan'da Fiat Doblo'nun gévde
parcalarinin basimi, Renault ve Fiat'a kalip imalati, Peugeot, Fiat
ve Citroen'e minibiise gevirim isi, Renault Trucks'a askeri

kamyonlarin kabin tretimi igin pres basimi, pas koruma ve boya

* The new factory, situated on a total of 200.000 m? of land with 71.000 m?2 covered area, is 30 kilometers from the center of Bursa.

* Karsan was issued its “|9 Production License” on March 3, 1980, the “Partner Production License” on December 19, 1996 and on
January 11, 1999 signed the “Boxer\Ducato License Agreement” for the production of Peugeot Boxer and subcontract production of

Fiat Ducato.

* Most recently, on December 19, 2002 Karsan renewed its Partner and |9 License agreements and extended them until the end of
2006. “Non-competing” 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 produced by Karsan, along with the Peugeot passenger cars imported from France, are marketed domestically through
a nationwide network of 41 dealers under Peugeot Otomotiv Pazarlama A.S (Popas). |9 Premier model, on the other hand, is marketed
and distributed by Isotlar Ltd. Sti. Karsan conducts all exports and government sales itself.

* The total production of vehicles under Peugeot license surpassed 50.000 by the end of 2005.

* In addition to vehicle production, Karsan provides a variety of technical services including stamping body parts for Fiat Doblo, producing

dies for Renault and Fiat, transforming Peugeot, Fiat and Citroen vehicles to minibuses, stamping & painting the cabins for army trucks
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hizmetleri , Renault, Toyota, Ford ve Tofas gibi bir¢ok markaya muhtelif kanallardan kataforez kaplama, sa¢ parga basimi, kalip

imalati vb. gibi teknik hizmetler verilmektedir.
* 2006 Ocak ay! itibariyla Karsan'da 635 mavi yaka, 84 beyaz yaka olmak iizere toplam 719 kisi calismaktadir.

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

Karsan yaklagik 14.000 kisiye is imkani saglamaktadir.
* ISO'nun 2004 yili "Tiirkiye'nin En Biiyiik 500 Sanayi Kurulusu" siralamasinda Karsan, en biiyiik 82. sanayi kurulusu olmustur.

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

for Renault Trucks, providing rust and paint protection services and providing electro deposition paint coating services for Renault, Toyota,

Ford and Tofas through various channels.

* As of January 2006, Karsan had 635 blue collar and 84 white collar employees for a total of 719 employees.

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

* Karsan was ranked 82nd in the ISO 2004 “Top 500 Turkish Industrial Companies™ list.

* Karsan shares are publicly traded on the Istanbul Stock Exchange.
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2005’te Karsan / Karsan in 2005

CiRO RAKAMLARI (UFRS) / TURNOVER FIGURES (IFRS)
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2005’te Karsan / Karsan in 2005

J9 PAZAR PAYI / MARKET SHARE ]9 PAZAR PAYI / MARKET SHARE
2004 2005
21,8%
PARTNER PAZAR PAYI / MARKET SHARE PARTNER PAZAR PAYl / MARKET SHARE
2004 2005
10,7% 8,1%

PARTNER SATISLARINDA KARSAN URETIMi PAYI / PARTNER SATISLARINDA KARSAN URETIMi PAYI /
KARSAN SHARE OF PRODUCTION IN PARTNER SALES KARSAN SHARE OF PRODUCTION IN PARTNER SALES
2004 2005
93,7% 97.4%
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Kisi sayisi/No E

KARSAN PiYASA DEGERI (PD) VE IMKB-100 ENDEKSI / KARSAN MARKET VALUE (MV) AND ISE-100 INDEX
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Toplam: 724 calisan

Total: 724 employees



2005 Yili Faaliyetlerimizin Ozeti

* Karsan 2005 yilini agirlikli olarak yeni projeler ve stratejik konularla ilgili

caligmalarla gecirmistir.

* Haziran ayinda tiim tasarim ve muhendislik ¢alismalari Karsan tarafindan
yapilmig olan yeni |9 Premier’in lansmani yapilmis ve bu suretle Karsan, tasarim
ve arag gelistirme alanindaki becerisini ispat etmistir. Dis gévde panellerinin
%80’e yakini degistirilmis olan yeni aragta hidrolik direksiyon, ABS, ASR,
EBD, 2.8 Di Isuzu Motor, elektrikli kapi, yeni tasarim koltuklar ve bunlar

gibi birgok ¢agdas unsur standart olup, aracin dig goriiniisii ve fonksiyonalitesi

de tamamen degismistir.

* Ayni dénemde Tiirk otomotiv
tarihinde, bir otomotiv sirketinin ana lisansori igin tasarlayip seri imalata soktugu
ilk arag olan Partner Uzun Sasi caligmalari da tamamlanmis; Kasim ayindaki ticari
arag fuarinda lansmani yapilarak Aralik ayr sonunda baslayan seri imalata hazirlanmistir.
Van ve Kombi Van versiyonlarinda iiretilerek oncelikle i¢ pazarda satigsa sunulan

Partner Uzun Sasi, daha sonra ihrag pazarlara da satilacaktir.

* Ayni dénemde yeni proje calismalari cercevesinde Pick-up’dan, van’a yeni model
tretimi icin bircok prototip yapilmis olup, projelerle ilgili teknik ve ticari ¢alismalar

siirmektedir.

Daha giivenli siiriis saglayan standart
ABS+EBD ve ASR sistemleri

Summary of Our Operations in 2005

* Regarding Karsan’s activities in 2005, the greatest emphasis has been on new projects and strategic issues.

* The new |9 Premier, designed by the engineers of Karsan, was launched in June, demonstrating Karsan’s competence in the area of
vehicle build up. Hydraulic steering wheel, ABS, ASR, EBD, 2.8 Di Isuzu Engine, electric door, redesigned seats, and many other similar
modern elements are standard in the new vehicle, with about 80% of its body panels changed. The vehicle’s appearance and functionality

are also completely renewed.

* Activities have been completed during the same period for Partner Long Chassis which is the first vehicle in the history of the Turkish
automotive industry designed and put into mass production by an automotive company for its principal licensor. The vehicle was launched
at the commercial vehicle fair organized in November as a preparatory step for the mass production initiated at the end of December.

Van and kombi versions will be also produced by Karsan and sold initially in the domestic market and later in export markets.

* Various prototypes ranging from Pickup to CDV have been designed during the same period as proposed projects; technical and

commercial activities concerning these projects are in progress.
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* 2005 yilinda Preshaneye yeni bir hat alinarak kapasite %70 oraninda arttiriimistir.

* Enddistriyel satis faaliyetlerinde 6nemli agama saglanmis, mevcut islere ilaveten;
- Renault Trucks, PSA ve Fiat/Tofas'a gévde pargalari basimi ve kaynakl parga imalati,
- Renault Trucks, Ford Cargo ve muhtelif traktdr / is makinasi kabinlerinin kataforez kaplanmasi ve boyanmasi,

- Turkiye ve Avrupa'daki bir¢ok iiretici icin parca kataforez kaplanmasi, gibi bircok yeni proje alinmistir.

* Eylul ayinda Akbank’tan gok uygun kosullar ile 6 yil vadeli 50 milyon Euro isletme kredisi kullanilmistir. Bu tutar mevcut

borglarimizin vadesinin uzatiimasi, kredi maliyetlerimizin dusiirtilmesi ve olasi yeni projelerin finansmaninda kullaniimaktadir.

¢ 2005 yilinda yonetim kurulu tyelerinin de aktif katiimiyla bir cok “strateji” toplantisi yapilmig ve bunlarin sonucunda stratejik
isbirligi calismalarina hiz verilmistir. Halen uluslararasi otomotiv sirketleriyle teknik, ticari ve stratejik konularda isbirligi imkanlari

arastiriimakta ve ¢ok markal tiretim stratejisini daha hizl hayata gegcirmek konusunda hizla galisilmaktadir.
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* Karsan 2005 yilinda 13.143 arag satarak 250 milyon YTL ciro elde etmis ve stoklar basta olmak tizere bazi bilanco kalemlerinde

azaltim ve diizenleme yapmistir.

* Minivan sinifinda Partner ile % 8,I, minibis sinifinda J9’la % 14,3 pazar payi elde edilmistir. 2005 yilinda 6zellikle Cezayir
pazarinda 25 kisilik araglari mecburi tutan regiilasyonun devreye girmesiyle ihracatta istedigini bulamayan Karsan, ihracatini

artiracak yeni arayiglar igine girmistir.

* 2005 yilinda Karsan mali sonuglar agisindan istedigini bulamamis ve faaliyetlerdeki gerilemenin {izerine ertelenmis vergi aktifinin
iptali ve bilangco kalemlerindeki bazi diizeltmeler sonucu 46,9 milyon YTL zarar etmistir. 2006 yilinda satis, maliyet ve

yeni projeler alanlarinda alinacak radikal tedbirlerle bu durumun tekrar etmemesi amaglanmaktadir.

* Bu tedbirlerin ilki daha 2005 yili sonunda alinmis ve yil sonu itibariyle Karsan, verimliligini artirmak, mevcut is hacminin
geregine uymak, stratejik hedefleri dogrultusunda daha yalin bir organizasyona kavusmak igin yeniden yapilanmis ve

Ocak 2006 itibariyle mavi yakada mevcudumuz 707’den 635’e, beyaz yaka mevcudumuz ise 106’dan 84’e diismiistur.

* Aralik 2005 itibariyle Karsan’in Peugeot lisansi altinda uirettigi arag sayisi 150.000 adedi ge¢mistir.

* Karsan has sold |3.143 vehicles in 2005, with a turnover of YTL 250 million; and made a curtailment and adjustment in various

balance sheet items, led by inventories.

* Karsan has realized a market share of 8,1% with Peugeot Partner in the Minivan class; and of 14,3% with |9 in the minibus class in
2005. With the regulation promulgated in Algeria stipulating vehicles with 25 seats, Karsan began to look for new solutions / possibilities

to increase exports.

* In terms of financial results Karsan could not achieve its expectations in 2005 and has sustained a loss of YTL 46,9 million due to
cancellation of the deferred taxes and adjustments made in some balance sheet items, on top of the decline of activities. Through the
radical measures being taken in sales, costs and new projects, we hope and aim to avoid the repetition of such occurance in 2006 and

the coming years.
* As per the year end 2005, Karsan has restructured its organization to increase its efficiency, to adjust to the requirements of the current
business volume, to attain a less complicated organization in line with its strategic objectives, with a decrease from 707 to 635 in the

number of blue-collar workers, and from 106 to 84 in the number of white-collar workers as of January 2006.

* The number of vehicles produced by Karsan under the Peugeot license has exceeded 150.000 units as of December 2005.
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TURKIYE'NIN
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BUYUK SANAY| KURULUSU
2004

* 2000 yilindan beri
iMKB’ye kote olan
Karsan, 2005 yili Nisan
ay! itibari ile, artan islem
hacmi ve nakit girisi
gdzoniine alinarak IMKB 100

sirketleri arasina girmistir.

* Agustos 2005’de ISO
tarafindan yayinlanan “Tiirkiye’nin
En Biyiik 500 Sanayi Kurulusu”
siralamasinda Karsan, 2004 yilinda
66 basamak birden ilerleyerek, 148.

siradan 82. siraya yiikselmistir.

Neticede 2005 yili yeni projeler ve
operasyonel tatmin agisindan zengin, mali
sonuglar agisindan zayff, stratejik konularla

ilgili olarak da ¢ok dustindiigiimiiz, calistigimiz

* Karsan, quoted at Istanbul Stock Exchange (ISE) since 2000, was accepted into “ISE - 00 List” due to the increasing transaction

volume.

* Karsan was ranked Turkey’s 82nd industrial organization in 2005 according to Istanbul Chamber Of Commerce rankings and has

moved up 66 steps in one year.

As a conclusion, 2005 is a year which was rich in terms of new projects and operational satisfaction, but quite poor in terms of financial

results, while we have contemplated, studied and almost concluded on major strategic issues for sure success in the coming years.



2006 Yilina Stratejik Bakis

Kurulusumuzun 40. yilini kutladigimiz 2006 yili Karsan’a diizenli ve karli yeni projeler getirecegimiz, gerekirse bu siireci

hizlandirmak icin stratejik isbirlikleri kuracagimiz ve her durumda Karsan’i tek basina kar eder hale getirecegimiz bir yil olacaktir.

Bunun igin yeni projeler ve stratejik konulardaki ¢alisma ve gériismeler tim hiziyla sonuglandirilacaktir. Bu yeni proje ¢alismalarinin
fillen Uretime déntsmesi muhtemelen 2007’yi bulacaktir. Bu dénemde operasyonel ve mali tablolar agisindan en iyi sonucu
almak i¢in maliyetin indirimi ve etkin stok yonetimi alanlarinda maksimum efor sarfedilecek, arag bagi katma deger artirilacak
ve minimum 12.600 Partner ve 3.700 adet 9 satilarak faaliyet nakit akisi ve EBITDA hedefimiz tutturulurken dibte zarar

edilmeyecektir.

Yine 2006 yili tasarim ve miihendislik alanlarinda, 2005 yilinda ispat ettigimiz becerilerimizi daha da gelistirip, 2006 yilindan

itibaren musterilerimize tasarim, muhendislik, Gretim dahil komple ¢6ziimler sunar hale gelecegimiz bir yil olacaktir.

Dolayisi ile 2006’daki 6ncelikli hedefimiz pazar payi,
ciro gibi parametreler kadar, yeni projeler ve stratejik
konulardaki caligmalari sonuglandirmak, tasarim
miuhendislik alanlarindaki becerilerimizi gelistirip

zenginlestirmek ve yili karla kapatmaktir.

A Strategic Overview of the Year 2006

2006 will celebrate the 40th anniversary of our incorporation, and will be a year in which we will bring in sustainable and profitable

new projects; establish strategic cooperations as required to accelerate this process; and generate profits on its own.

To achieve this objective, activities and discussions concerning new projects and strategic matters will be concluded with the greatest
speed. With an optimal estimate, transformation of these project activities into actual production will be realized in 2007. We will,
therefore, make maximum efforts for increasing sales and efficiency, reducing costs and effective inventory management to avoid
operational and financial losses during this period; added value per vehicle will be increased; and our operating cash flow, and EBITDA

targets will be achieved by selling at least 12.600 units Partner and 3.700 units |9; and in the bottomline net profit will be realized.

In 2006, we aim at improving our design and engineering competencies even more; and to be in a position of offering our customers

complete solutions, including design, engineering, and production.

Our prior objective for 2006 is, therefore, to conclude the activities concerning new projects and strategic issues; to improve and augment

our competencies in the areas of design and engineering, and generate solid profits.
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2005 yilinda basin Karsan'daki gelismeleri ¢ok yakindan
takip ederek 6zel yer ayirmistir.

The press followed Karsan's successes closel
allocated special places in its newss

REFERANS, 24.5.2005

Karsan’a uzun Partner’le
50 mllyon euroluk ek cnro

ckibaoras Bebrien
Gonel Wi Mahumet Can
Harshed ‘Haen fabwibam 1

VATAN, |/.11.2005

Imaj yenileyen
Peugeot Partner
aMade in Turkey
imzas tastyor

Karsan'in Bursa'daki fabrikasinda
Orefilen Peugeot Partner ficaret
hayatinin yami sira hobi amagh da
kullariliyor. Yeni yiiziine kavusan
19 Premier ise doha konforlu ve
fonsiyonel zelliklere kavustu

eugeot standy, toplam 667 metrekarelik
bir alan weerine basrulacak ve 11 adet
Teugeat marka hafif bicar arag
sevgilencock. Kendi sinufinan en popaler
araglanndan biri olan Peugeot 306 Van'dan,
Peugeot Bower'a kadar modelier zivaretgilerle
bulusacak. 1981 yalendan beri Karsan Bursa
fabrikakarmnda dretilen Prugreot 19, fonksiyonel bir
servis aracs olmasmnen yam sim, pratiklig il
e g dolduruyoe 2005 yill Haziran syinds
Peugeot J'un tasaruma ile birkikte bir gok
durelligi de tamamen defisti ve pek gok.
yenilikder eklendi. Arag bu deisim sonras
Peugent |9 Premier adsn akh

5 KISILIK OTURMA KAPASITESI VAR

Frugeot Partner Adverture ise
sischenudirilmis gokis sistomi normal ve dikngiin
acminler disinda, bozusk arazide de yol
allabiilme labiliyetine sahip. Sérgali ki yan ve
yukar agilsr biryish bagaj kagass, kolayea
yatabiben arka kodiuklan, kodiakbar yatar veya dik
korusmelayhen sahip oldufu gends yikheme hacmi,
yidhsrk yiik tamma kapasites, aynca Adventure'a
g arag igh konumy ayarlinabilis yiik scpasabor filesi
aracin deeliiklerinden bakag

Pewgeot Partner Kombi Van, hem fsénizt hem de
adlenizi rhatga Wsyabileoeginke qok yonli b arag.
Warun B0 kiogram yiikdemne kapasibed bulunurken, 5
Kisilik oturma kapasitest de desinilbdi. Tamamen
camb olan arfka kabinde yer alan Ug adet koliuk lle
Peugeot Partner Kambi Van, ticin bir aran kinde
binek bir otomobdlin konfonm surmay hedefiyor

0 it mskoh ch sy b

ik brvmimen Priggess  F e
Pitirs rsiebyle g a0

a Lamn s 11 s 20 b

v 30 Plasiaws, 0K s,

004 s 17,30 deag e
ek 361 ity it v ke
w2004 pihees B kg penia
L2 mbom YTL ke cem -
b b s 6 el e
113 milyon ¥TL sacads -
i s b

e dagusaen dibs (b

MILLIYET, 19.11.2005
Karsan, ‘Partner Uzun $a5| uretti

Tamamen Tiirkiye'de, Karsan
mithendislerince gelistirilen Partner
Uzun Sasi modeli icin, Fransa
Peugeot ile bir anlasma imzaland.
Ana lisansor firma igin Tiirkiye'de
gelistirilen arag ilk etapta Tirk
pazannda satilacak. Partner Uzun
$Sasi'nin boyu, normal Partner'dan
300 mm. daha uzun. Bu sayede
yikleme hacmi 3.5 m3'e, yiikleme
kapasitesi de 762 kg'a qikanlms.
Camh Kombi Van versiyonunda arka
koltuk gerisinde kalan bolimiin

New Partne
"Made in Turk

MILLIYET, 26.12.2005
. Karsan'dan 150 bin arag

40 yila yakin stiredir, degisik markalar icin de dretim
yapan Karsan, 150 bininci aracini bantlanndan indirdi |

hacmi yiiksek. Aracin tavaminda ok

sayida egya gozii ve havalandirma
izgaralan bulunuyor.
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Karsan, 1966'da “Bursa Otomontaj ve Ka-
roseri Sanayi AS.” olarnk bagladid yolculugu-
mi, 150 bininci aracom dreterek devam ediyor.

Tek tesiste qok marks stratejisi ile ne -
kan Karsan'da Gretilen 150 bininci arag, bir
Peugeot Partner Adventure oldu, Bu amcn
banttan indirilmesi igin yapalan torende konu-
san Karsan Genel Midari Mehmet Can Ka-
rabag, “Bugiin firctilen 150 bininci aracin mut-
Iulufunu yasiyoruz. Hedefimiz, veni projelerle
daha yiksek firetim adetlerini, cok daha kisa

150 binind aracn banttan Igh

‘bir znmanda kotlamaktir” dedi.

1966 yilmda, 269 ortakla Bursa'da kurulin
sirket, 10 yl boyunca farkh arclann sasileri
fizerine karoscri vapuiktan sonri, 1976°da
Mereedes lsans altmds “N 13007 minibise-
rinin Gretiming baslad, 1979°da yeniden yapi-
laman sirketin adi “Karsan' Otomotiv Sanayii
ve Ticaret AS." obarak degisti.

Peugeot fisansryln 1981'de Peugeot J9 mi-
nibiis iiretimine baslayan Karsan, 1997 yilnda
da Tirkiye'nin ilk yerli minivam Peugeot Part-
ner'im dretimine basladi.

1998"de Inan Kirag'in qojun-
luk hisselerini aldiiy Karsan, 0
milyon dodar yatmmba yeni fab-
rikasini 199%da fualiyete pecir-
di. Bu fabrika halen farkl mar-
kalara da hizmet verirken, Gnin
gelistirme calmalan da yiriti-
yor. J¥u mmamen yenileven
Karsan, Peugeot Partner'n da
uzun verstyonunu gelistirdi. Bu
arag, Avrupa'ya da ihrag edile-
cek. Karsan, izledifd cok marka-
I diretim stratejisi dogruliusun-
do, son donemde uluslararas:
otomotiv sukcﬂcnyl: llmnm.

térene Genel Midir Mehmet Can Kinluﬁ da katildi.

ve miih ik ishir-
lifii imkAntanm arastinyor.

- Karsan produces 150.000th vehicle
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Oncelikle ic pazarda sanla-
cak ve daha sonra gevre dlke-
lere ihracat

Karsan’dan Peugeot’a yeni model

uld u ifade ederek, “Kar- lsgjayuak uznn Partner
brikas birgok modeli devanu  olarak

cek alan bu yeni modelin
iretiminden yilda 50 milyon
Euro'luk ek saty hasilan elde
! dodrul edilmesi

Karsan  Genel Midiri
Mehmet Can Karabag, Uzun
Partner projesinin meveut
k itenin daha gok kulla-
nulmasing yanelik bir yatnm

Partner i
arahk ayinda baslanacak.

Elongated Partner
exhlblted first time

HURRIYET 23.11.2005

Yerli Peugeot Partner’in boyu uzad: '

& sekil- c:up, taksi, sofutuculu
de tasarlandi. Bu pmﬁlui!: d.l&at Ii.lmdemh
meveut § itemizi - de-
nacagiz” dedi. vamecﬁwr
4.5 milyon Buro’luk yatnm

gerektiren uzun Parner mo-
delinin tretimi baglangigta

New Model from
Karsan for Peugeot

DUNYA 24.11.2005
Partner Uzun $asn ilk kez sergilendi

fair

I | Sasi'nin boyu, normal Partnerdan

il gelistirilen arag ilk etapta Tirk pa-

Tirkiye'de, tamami Karsan mi-
hendislerince geligtilen Partner
Uzun Sasi modeli igin, Fransa Pe-
ugeot ile bir anlasma imzalandi.
Ana lisanstr firma igin Tirkiye'de

zannda satlacak. Partner Uzun

300 mm. daha uzun. Bu sayede
yikleme hacmi 3.5 metrekipe,
yilkleme kapasitesi de 762 kg'a g1
kanimis. Kombi Van versiyonunda
tse arka koltuk gerisinde genis bir
yikleme alan elde ediimis.

Karsan tarafindan 1997 daha sonra ihrag pazarlannda

Ticiyenimil et i o ot e
nin ilk yerli minivamn a ‘eugeot ile nan
Peugeot Partner'in uzun anlagma dogrultusunda, Karsan cally produced Partner
versiyonu pazara sunuluyor. m?ndm uretilmesene karar
Tasanm ve mihendislik verilen Partner Uizun $asi'nin
gahismalan tamamen Karsan tasanmu ve mithendislik lo nge r n ow
tarafindan yapilan Peugeot aligmalar tamamen Karsan ‘o
Partner Uzun Sasi‘nin seri tarafindan gergeklegtirildi. 40
tiretimine baglaniyor. Karsan yillik hafif ticari vasita {iretim
Genel Muduri Mehmet Can 4 tecriibesine sahip olan Karsan, .5
Karabag, tamamen yerli sermayeli bir otomotiv Partner Uzun Sasi'nin tiretimine baglayarak, 2005 -l
ana lisansirii icin geligtirdifi ilk model  yili igerisinde |9 Premier’den sonra ikinci yeni ;
olan Partner Uzun $asi'nin, dncelikle Tarkiye'de triintinii hayata gegirmis oldu.
MILLIYET 26.6.2005

RADIKAL 2062005

Karabag: Hedefimiz yilda 5 bin J9 i.’m:tmek

Peugeot J9 yolda

ISTANBUL - Karsan tarafindan Turkiye pa-
zanmn thtiyaglan dogrultusunda iki yillik ca-
lisma sonucu piyasaya sunulan Peugeot ]9 Pre-
mier, tamamen yenilenen 6én ve arka yuzi, gi-
venlik sensorli otomatik kapis ve deg'isﬁﬁ%:n
i¢ mekdnin sagladifa konfor ile dikkat cekiyor.

Karsan Genel Miidiirii Mehmet Can Kara-
bag, “J9 Premier'i 40 yillik dretim tecribemiz
sonucunda, kendi mihendisimiz, kendi tasa-
nmamiz ile hayata gecirdik. Hedefimiz yilda
1500 adetlik ihracatla birlikte senede 5 bin adet
]9 Premier iiretmi yapmak” dedi. (Radikal)

Karsan onu bastan yaratmis

Tiirkiye'nin  tasimacihik
sektdriinde waun villardir hiz-
met veren Peugeot 19, Karsan
miihendislerince adeta ye-
I11LILI‘I \slrl"ILll “Otobiis, Mi-

sesuarlan ve Yan Sa-
nayileri Fuan™nda ilk kez ta-
itilan yeni “19 Premicr”, iki
wvillik cahisma sonucu gelistiril-
mis. J9 Premierin dn ve arka

tasanminin yanm sira, gosterge
paneli, konsolu, kumanda bi-
rimleri, dircksivonu, motoru
ve vites kutusu da yeni. G-
venlik sensirlii ve sesli uyan
sistemli otomatik kapi stan-
dart. Yeni 2.8 . dizel motorla
donaulan aracta, ABS+EBD
ve ASR (Ccekis Kontrol Siste-
mi) de standartlar arasinda.

Restyled Peugeot 9 is on road

KARSAN Annual Report 2005
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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 Sireleri, Ortak veya

Sirketin Personeli Olup Olmadiklar

Katilinan Yénetim Kurulu ve yapilan

Denetleme Kurulu toplantilar sayis

Ortaklik hesaplari, defter ve belgeleri tizerinde
yapilan incelemenin kapsami, hangi

tarihlerde inceleme yapildigi ve varilan sonug

Tirk Ticaret Kanunu’nun 353’tincii maddesinin
I’inci fikrasinin 3 numarali bendi geregince
ortaklik veznesinde yapilan sayimlarin sayisi ve

sonuglari

Tiirk Ticaret Kanunu’nun 353’lincii maddesinin
I’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
2005 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

: Zekai TERZI, | yil, ortak veya sirketin personeli degil

Necmettin TOSUN, | yil, ortak veya sirketin personeli degil

: 6 defa Yonetim, 4 defa Denetleme Toplantisina istirak

edilmistir.

: 2005 Mayis-Temmuz-Agustos-Ekim-Kasim-Aralik aylarinda defter

ve belgeler; TTK sézlesme ve sair mevzuat ile genel kabul gérmis
muhasebe ilke ve standartlari cergevesinde incelenmis ve

herhangi bir olumsuzluk saptanmamistir.

: Yil igersinde alti defa sayim yapilmis ve mevcutlarin

kayitlara uygun oldugu gorilmiistur.

: Denetgilige secilme tarihi 25.05.2005’den 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 01.01.2005 - 31.12.2005 dénemi hesap ve islemlerini Tuirk Ticaret Kanunu,
ortakligin esas sézlesmesi ve diger mevzuat ile genel kabul gérmiis muhasebe ilke ve standartlarina gére incelemis bulunmaktayiz.

Gorustimiize gore igerigini benimsedigimiz ekli 31.12.2005 tarihi itibariyle diizenlenmis bilango, ortakligin anilan tarihteki mali
durumunu; 01.01.2005 - 31.12.2005 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
Zekai TERZ

DENETCI

Necmettin TOSUN

Mol
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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 meeting 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 |, 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 AS.

BURSA

: TL 19.200.000 YTL.
: Manufacturing, assembly, maintenance, supply, trade, import and

export of motor vehicles and spare parts.

: Zekai TERZI, appointed for | year, not employee/nor partner

Necmettin TOSUN, appointed for | year, not employee/nor partner

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

auditing team held four meetings.

: On May-July-August-October-November-December 2005

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 25.05.2005 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

01.01.2005 - 31.12.2005 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 31.12.2005 and the statement of Income for the period between 01.01.2005 -
31.12.2005 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 AUDITOR
Zekai TERZI Necmettin TOSUN

Y=




Deloitte
& Touche

v . KARSAN OTOMOTIiV SANAYii VE TICARET ANONIM SiRKETi
Bagimsiz Denetim < i rastiver karory

Raporu

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

l. Karsan Otomotiv Sanayii ve Ticaret A.$.'nin (“Sirket”) 31 Aralik 2005 tarihi itibariyle hazirlanan bilangosu ile ayni
tarihte sona eren yila ait gelir, 6zkaynak degisim ve nakit akim tablolarini denetlemis bulunuyoruz. Hazirlanan bu
mali tablolardan Sirket yonetimi sorumludur. Bizim sorumlulugumuz, yaptigimiz denetime dayanarak bu mali tablolar
Uzerinde goriis bildirmektir.

2. Gorugimuze gore, sdz konusu mali tablolar, Karsan Otomotiv Sanayii ve Ticaret A.S.'nin 31 Aralik 2005 tarihindeki
gergek mali durumunu ve bu tarihte sona eren hesap dénemine ait gergek faaliyet sonucunu, mevzuata ve bir
onceki hesap dénemi ile tutarli bir sekilde uygulanan Sermaye Piyasasi Kurulu tarafindan yayimlanmis muhasebe
standartlarina (Not 2) uygun olarak dogru bir bicimde yansitmaktadir.

DRT DENETIM REViZYON TASDIK
YEMINLI MALI MUSAVIRLIK AS.

Member firm of DELOITTE TOUCHE TOHMATSU

Bican Ciltepe, Sorumlu Ortak Bas Denetgi
Istanbul, 9 Mart 2006
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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 2005, and the related statements of income, shareholders' equity and cash flows for the year
then ended. 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. In our opinion the financial statements referred to above present fairly the financial position of Karsan Otomotiv
Sanayii ve Ticaret A$. as at 31 December 2005 and the results of its operations in accordance with generally
accepted accounting principles determined by Turkish Capital Market Board (“CMB”) in (Note 2) consistent with
the prior year.

DRT DENETIM REVIZYON TASDIK
YEMINLI MALI MUSAVIRLIK AS.

Member firm of DELOITTE TOUCHE TOHMATSU
M

Bican Ciltepe, Partner
Istanbul, 9 March 2006
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) S 2005 YILI FAALIYET RAPORU

1) Raporun Donemi: 01.01.2005-31.12.2005

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
Zekai TERZI Denetgi
Necmettin TOSUN 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 icinde Esas Sézlesme'de degisiklik yapilmamistir.




KARSAN OTOMOTIV SANAYIi VE TICARET ANONIM SiRKETi
ANNUAL REPORT 2005

1) Term of the Report: 01.01.2005-31.12.2005

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

Zekai TERZI Auditor

Necmettin TOSUN Auditor
Note:

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

- Term of office for Board 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 icinde Sirketin sermayesinde degisiklik yapiimamistir.
Hissenin yil icinde en yiiksek degeri olan 7,60 YTL'na 01.02.2005 tarihinde ( IMKB Endeksi 27.849,79) ve 02.02.2005
tarihinde ( IMKB Endeksi 27.936,53), en dusik degeri olan 3,90 YTL ise 29.04.2005 tarihinde ( IMKB Endeksi 23.591,64 )
gerceklesmistir.
31.12.2005 tarihi itibariyle ortak sayimiz 5.950 adettir.

Temettl dagitimi asagidaki gibi gerceklesmistir;

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

2003 yilinda temettt dagitimi yapilmamistir.
2004 yilinda temettt dagrtimi yapilmamistir.
2005 yllinda sirket zararda oldugu igin temettt dagitimi yapilmamistir.

31.12.2005 tarihi itibariyle; Kiraga Otomotiv Sanayi ve Ticari Yatinmlar AS. sermayemizin % 10° undan fazla
hisseye sahip olup sermaye orani % 61,25'tur.

(Kiraga Otomotiv Sanayi ve Ticari Yatinmlar A.$.'nin elinde bulundurdugu Sirket hisselerinin nominal tutari
21 Subat 2006 tarihi itibariyle 9.840.555 YTL've, sahiplik orani da % 51,25'e dusmustur.)

Sermayenin dagilimi soyledir (31.12.2005):

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

Kiraga Otomotiv AS. ( *) 1.968.463 10,25

Diniz Grubu ( #*)) 2.403.376 12,52

Diger ( *¥* ) 432,649 225

Diger ( *¥** ) 4603511 2398
TOPLAM 19.200.000 100,00

*) Kiraga Otomotiv A.S.nin elindeki IMKB'de islem géren hisse senetlerini géstermektedir.

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

(%) Sermayenin % |0'undan daha azina sahip ortaklann toplamini géstermektedir.
(%) [MKB'de islem goren hisse senetlerini gdstermektedir.

31.12.2005 tarihi itibari ile Merkezi Kayit Kurulusu A.S. kayitlanindaki halka agiklik oranimiz % 35,20'dir.
(31.03.2006 tarihi itiban ile Merkezi Kayrt Kurulusu A.S. kayrtlarindaki halka agiklik oranimiz 9% 78,24'e ulasmistir.)

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

7) Sirketimiz otomotiv sektériintn ticari vasita segmentinde faaliyet gdstermektedir. Fiili faaliyet konusu Peugeot lisansiyla
Peugeot Partner; Karsan J9 Premier Uretimidir. Ayrica, gesitli markalara transformasyon, kataforez kaplama, kabin boyama,
parca basimi gibi endustriyel hizmetler vermektir. Ortaklik sektor icinde imalatgr firma stattstindedir.

2005 yili sonu itibariyle Karsan trtnlerinden Partner’in minivan segmentinde pazar payt % 8,1; J9'un minibus sinifindaki
pazar pay! ise % 14,3'dir.

2005 yilinda Karsan 366 adet 9 arag, arag transformasyon hizmeti ve ¢esitli yedek pargalar ihrag ederek toplam 6,8 milyon
USD ihracat geliri elde etmistir.
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5) No changes were made in the Company's capital during the period.

The highest share value of YTL 7,60 was reached on 01.02.2005 (Istanbul Stock Exchange (ISE) Index 27.849,79) and
02.02.2005( Istanbul Stock Exchange (ISE) Index 27.936,53). The lowest share value of YTL 3,90 was realized on
29.04.2005 ( Istanbul Stock Exchange (ISE) Index 23.591,64).

Number of shareholders as per 31.12.2005 is 5.950.

Dividend payments have been realized as follows:

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

2003 no dividend payment made.

2004 no dividend payment made.

2005 no dividend payment made because the Company sustained loss.

Kiraga Otomotiv Sanayi ve Ticari Yatinmlar A.S. owned more than 10% of the Company’s shares as of 31.12.2005, with
a total share of 61,25%. (The nominal amount of Company shares held by Kiraga Otomotiv Sanayi ve Ticari Yatinmlar
A.S. has decreased to YTL 9.840.555 and the shareholding ratio to 51,25 % respectively as of February 21, 2006).

Share of capital (31.12.2005) is as follows:

CORPORATE NAME SHARE AMOUNT SHARE RATE
(YTL) (%)
Kiraga Otomotiv AS. 9.792.001 51,00
Kiraga Otomotiv AS. ( *) 1.968.463 10,25
Diniz Group ( **) 2.403.376 12,52
Other ((*##) 432.649 2,25
Other ((*### ) 4.603.51 1 23,98
TOTAL 19.200.000 100,00

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

(**)  Total shares held by various members of the Diniz family.
(***) Total shareholders representing less than 10% of capital shares.
(*#*#* ) Shares quoted at ISE.

The Company's public offering rate as per Takasbank A$. records at 31.12.2005 was 35,20 %.
(The Company's public offering rate as per Takasbank A$. records at 31.03.2006 has reached 78,24 %.)

6) No marketable securities were issued during the period.

7) The Company operates in the commercial vehicles segment of the automotive sector. The company is engaged in the
production of Peugeot Partner vans and combivans under the Peugeot license and Karsan ]9 Premier minibuses. Also,
the company provides industrial services such as transformation, cathophoresis coating, cabin paintwork and stamping
to various brands. Karsan holds manufacturing company status.

Out of the range of Karsan products, the market share of the Partner in the minivan segment is 8,1%; and for the |9 in
the minibus segment market share is 14,3% as of the end of 2005.

Karsan's total export revenues were USD 6,8 million with the export of 366 |9 vehicles, vehicle transformations and
various spare parts sales in 2005.
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A A i KARSAN OTOMOTIV SANAYii VE TICARET ANONIM SIRKETI
I I - F LIYETLE R 2005 YILI FAALIYET RAPORU

A - YATIRIMLAR

1) Mevcut tesiste Tevsi ve Modernizasyon kapsamindaki harcamalari yapmak tizere 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 3.583.137 22,53 (%)

(*) Planlanan yatinm tutan 15.901.747 USD'dir.

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

B - MAL VE HIiZMET URETIMINE iLiSKiIN FAALIYETLER

1) Sirketimiz Gretim birimlerini su sekilde 6zetlemek mumkindur.
a. Kalip Pres Uretim Birimi
Kalip tasarim ve imalati
Pres
b. Kaynak Uretim Birimi
Parca 6n hazirlama
Alt yapr kaynak
Karoseri kaynak
Final
c. Boya Uretim Birimi
Fosfat kaplama
Kataforez kaplama
Mastik ve PVC uygulamalari
Astar boya uygulamalari
Son kat boya uygulamalan
Firinlama islemi
Koruyucu wax uygulamalari
d. Montaj Uretim Birimi
Motor ve g6sterge paneli hazirliklari
Trim montaj
Mekanik Montaj
Final montaj
Son kontrol
e. Kalite Birimi
Tahribatsiz ve tahribatli gévde kaynak kontrolleri
Ug boyutlu gévde dlctimleri
Boya direng testleri
Gorsel kalite kontrol
Rot / far ayar testleri
Yol testi

Sirketimizin kapasitesi ¢ift vardiya 25.000 adet aragtir. 2005 yilinda toplam |3.146 adet arag Uretilerek yillik kapasite kullanim orani % 53
olarak gergeklesmistir. Ayrica 2002 yilinda devreye alinan Boyahane II. Faz yatinmi ile Boyahane hattimizin kapasitesi yillik 40.000 araca
cikanimis olup diger tretim birimlerinde yapilacak kiigtik ilave yatinmlar ile fabrikamizin kapasitesi yillik 40.000 araca ¢ikanlabilecektir.
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A - INVESTMENTS

1) Investment incentive certificate No. 75441, dated 14.05.2004 was received for expenditures 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 ( $) (%)

Enlargement
Modernization

14.05.2004 75441 3.583.137 22,53(%)

(*) The sum of planned investment is USD 15.901.747.

2) As a result of the foresaid Investment Incentive Certificate, our company is benefiting from %100 Customs Tax Exemption
and VAT support.

B - OPERATIONS CONCERNING THE PRODUCTION OF PRODUCTS AND SERVICES

1) The Company's production units are summarized below:
a -Die and 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 was 53 9% with a total production
of 13.146 vehicles in 2005. 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

2005 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)

2005 yilinda toplam ithalat 123.327.474 USD, ihracat 6.789.084 USD olarak gergeklesmistir.

2005 yili Uretim adetlerimiz mukayeseli olarak agagida verilmistir.

Mamiil Cinsi 2005 (Adet) 2004 (Adet) | Degisim Orani (%)
Peugeot |9 2.068 4.162 (55,16)
Peugeot Partner [1.078 12273 9,74)
TOPLAM 13.146 16.885

Yurtici satislarin tahsilati ortalama 20 gtin vadeyle yapilmaktadir.

Yurt digi satislarda % 65 paya sahip Cezayir'e olan ihracatlarimiz vesaik mukabili olarak direkt satis yontemiyle FOB liman
teslimi gergeklestirilmektedir. Cezayir satislanimizin ortalama tahsil stiresi 3 aydir. Diger satislarin buytk bir kisminin

tahsilati pesindir.

2005 yili satig adetleri ve cirolarimiz dnceki donemle mukayeseli olarak asagida verilmistir.

Mamiil Cinsi

2005 (Adet)

2004 (Adet)

Degisim Orani (%)

Peugeot |9 2.027 4.644 (56,35)
Peugeot Partner [1.116 12358 (10,05)
Peugeot Boxer 0 | -
TOPLAM 13.143 17.003
Mamiil Cinsi 2005 CiRO 2004 CiRO Degisim Orani (%)
(YTL) (YTL)
Peugeot |9 48.812.197 112076728 (56/45)
Peugeot Partner 178.601.023 238.592.794 (25,14)
Peugeot Boxer 0 23.848 -
Diger (*) 23.453.300 27.385.849 (1436)
TOPLAM 250.866.520 378.079.219

(*) Diger kisminin 9% 33'i yedek parca ve malzeme satiglarindan, %67’lik kisim ise sirketin ana hedefleri icinde
yer alan disariya yapmis oldugumuz kataforez kaplama, parga basim, arag transformasyonu ve kalip fason imalatlarindan

olusmaktadir.
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2) Our production is within licensor companies’ quality standards. This has been certified by the licensors and the Turkish

automotive industry.

Total imports were USD 123.327.474 and total exports were USD 6.789.084 in 2005.

Production volume in 2005 on a comparative basis is as follows:

Product 2005 (Quantity) | 2004 (Quantity) | Rate of Change (%)
Peugeot |9 2.068 4.612 (55,16)
Peugeot Partner 11.078 12.273 (9,74)
TOTAL 13.146 16.885

3) Collection time from domestic sales averaged 20 days.

Exports to Algeria constituting 65% in total exports are made by way of direct sales FOB delivery at port on a cash
against documents basis. The average term for collection of invoiced sums is 3 months. The majority of other exports
are made against cash.

Comparative sales and turnover figures for 2005 are given below:

Product Type 2005 (Units) 2004 (Units) | Variation Change (%)
Peugeot |9 2027 4.644 (56,35)
Peugeot Partner I1.116 12.358 (10,05)
Peugeot Boxer 0 | -
TOTAL 13.143 17.003
Product 2005 Turnover , 2004 Turnover Rate of Change
(Milion TL) (Milion TL) (%)
Peugeot |9 48.812.197 112.076.728 (56,45)
Peugeot Partner 178.601.023 238.592.794 (25,14)
Peugeot Boxer 0 23.848 -
Other (*) 23.453.300 27.385.849 (1436)
TOTAL 250.866.520 378.079.219

(*) Approximately 33% includes spare parts and material sales; and 67% third party cataphoresis coating, parts stamping,
vehicle transformation and die manufacturing inline with the major business objectives of the Company.
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31 ARALIK 2005 VE 2004 TARIHLERI iTIBARIYLE BILANCOLAR
(Tutarlar aksi belirtilmedikge Yeni Ttrk Lirasi ("YTL") cinsinden ifade edilmistir)

VARLIKLAR
Not 31 Aralik 2005 31 Aralik 2004
Dénen Varhiklar 55.825.302 69.160.056
Hazir degerler 4 210.830 141.956
Menkul kiymetler (net) 5 - -
Ticari alacaklar (net) 7 23.046.756 8.725.804
Finansal kiralama alacaklar (net) 8 - -
iliskili taraflardan alacaklar (net) 9 4.161.919 15.350.101
Diger alacaklar (net) 10 213485 260.233
Canli varliklar (net) I - -
Stoklar (net) 12 26398410 43.412.489
Devam eden insaat sozlesmelerinden
alacaklar 13 - -
Ertelenmis vergi varliklan (net) 14 - -
Diger cari ve donen varliklar I5 1.793.902 1.269.473
Duran Varliklar 107.057.723 120.388.747
Ticari alacaklar (net) 7 - -
Finansal kiralama alacaklar (net) 8 - -
lligkili taraflardan alacaklar (net) 9 - -
Diger alacaklar (net) 10 - -
Finansal varliklar (net) 6 2.114 2114
Yatirim amacl gayrimenkuller (net) |7 - -
Maddi varliklar (net) 18 97.627.178 103.615.603
Maddi olmayan varliklar (net) 19 8.761.355 3.889.653
Ertelenmis vergi varliklar (net) 14 - I1.439.957
Diger cari olmayan ve duran varliklar I5 667.076 [.441.420
Toplam Varliklar 162.883.025 189.548.803

Ekteki dipnotlar bu mali tablolarin tamamlayici bir pargasidir.
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BALANCE SHEETS AS AT 31 DECEMBER 2005 AND 2004
(Amounts are expressed en New Turkish Lira (YTL) unless otherwise indicated)

ASSETS
Note 31 December 2005 31 December 2004
Current Assets 55.825.302 69.160.056
Cash and cash equivalents 4 210.830 141.956
Marketable securities (net) 5 - -
Trade receivables (net) 7 23.046.756 8.725.804
Finance lease receivables (net) 8 - -
Due from related parties (net) 9 4.161.919 15.350.101
Other receivables (net) 10 213485 260.233
Biological assets (net) I - -
Inventories (net) 12 26398410 43412489
Receivables from construction
contracts in progress 13 - -
Deferred tax assets (net) 14 - -
Other current assets I5 1.793.902 1269473
Non-Current Assets 107.057.723 120.388.747
Trade receivables (net) 7 - -
Finance lease receivables (net) 8 - -
Due from related parties (net) 9 - -
Other receivables (net) 10 - -
Financial assets (net) 16 2.114 2.1 14
Investment property (net) 17 - -
Tangible assets (net) |8 97.627.178 103.615.603
Intangible assets (net) 19 8.761.355 3.889.653
Deferred tax assets (net) 14 - [1.439.957
Other long term assets I5 667.076 |.441.420
Total Assets 162.883.025 189.548.803

The accompaning notes form an integral part of these financial statements.
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31 ARALIK 2005 VE 2004 TARIHLERI iITIBARIYLE BILANCOLAR
(Tutarlar aksi belirtilmedikge Yeni Ttrk Lirasi ("YTL") cinsinden ifade edilmistir)

YUKUMLULUKLER
Not 31 Aralik 2005 31 Aralik 2004
Kisa Vadeli Yabanci Kaynaklar 30.626.783 61.967.886
Finansal borglar (net) 6 5.881.669 35.431.939
Uzun vadeli finansal borglarin kisa vadeli
kisimlari (net) 6 12.814.807 1.033.238
Finansal kiralama islemlerinden borglar (net) 8 306.293 419.233
Diger finansal yikimlilukler (net) 10 - -
Ticari borclar (net) 7 7.735.487 I1.676.028
[liskili taraflara borglar (net) 9 1.631.507 9.643.310
Alinan avanslar 20 312.752 103.580
Devam eden insaat sozlesmeleri hakedis
bedelleri 13 - -
Borg karsiliklari 22 370.339 1.067.930
Ertelenmis vergi yukimltltga 14 - -
Diger yukumlulukler (net) 10 1.573.929 2.592.628
Uzun Vadeli Yabanci Kaynaklar 74.413.597 22.743.228
Finansal borglar (net) 6 73.365.591 21.317.205
I Finansal kiralama islemlerinden borglar (net) 8 41.676 347270
| Diger finansal yukimlulukler (net) 10 - -
| Ticari bor¢lar (net) 7 - -
| iliskili taraflara borclar (net) 9 - -
Alinan avanslar 20 - -
Borg karsiliklari 22 1.006.330 1.078.753
Ertelenen vergi ytkimltltga 14 - -
Diger yukimltlukler (net) 10 - -
OZSERMAYE 57.842.645 104.837.689
Sermaye 23 19.200.000 19.200.000
Sermaye yedekleri 24 93.358.687 93.358.687
-Hisse senedi ihrag primleri 5.400.000 5.400.000
-Hisse senedi iptal karlan - -
-Yeniden degerleme fonu - -
-Finansal varliklar deger artis fonu - -
-Ozsermaye enflasyon diizeltme farklari 87.958.687 87.958.687
Kar yedekleri 25 8.820.734 8.820.734
-Yasal yedekler 1.029.833 1.029.833
-Statl yedekleri - -
-Olaganustu yedekler 7.790.882 7.790.882
-Ozel yedekler 19 19
-Sermayeye eklenecek istirak hisseleri
ve gayrimenkul satis kazanclan - -
-Yabanci para cevrim farklari - -
Net dénem zarari (-) / kan (46.995.044) 1.446.313
Gegmis yillar zararlari 26 (16.541.732) (17.988.045)
Toplam Ozsermaye ve
Yiikiimliiliikler 162.883.025 189.548.803

Ekteki dipnotlar bu mali tablolarin tamamlayici bir pargasidir.
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BALANCE SHEETS AS AT 31 DECEMBER 2005 AND 2004
(Amounts are expressed en New Turkish Lira (YTL) unless otherwise indicated)

LIABILITIES
Note | 31 December 2005 | 31 December 2004

Current Liabilities 30.626.783 61.967.886
Short term borrowings (net) 6 5.881.669 35.431.939
Short term portions of long term
borrowings (net) 6 12.814.807 1.033.238
Obligations under finance leases (net) 8 306.293 419.233
Other financial liabilities (net) 10 - -
Trade payables (net) 7 7.735.487 11.676.028
Due to related parties (net) 9 1.631.507 9.643.310
Advances received 20 312752 103.580
Obligation arising from construction
contracts progress payments (net) I3 - -
Provisions 22 370339 1.067.930
Deferred tax liability 14 - -
Other liabilities (net) 10 1.573.929 2.592.628

Non-Current Liabilities 74.413.597 22743228
Long term borrowings (net) 6 73.365.591 21.317.205
Obligations under finance leases (net) 8 41.676 347270
Other financial liabilities (net) 10 - -
Trade payables (net) 7 - -
Due to related parties (net) 9 - -
Advances received 20 - -
Provisions 22 1.006.330 1.078.753
Deferred tax liability 14 - -
Other liabilities (net) 10 - -

EQUITY 57.842.645 104.837.689
Capital 23 19.200.000 19.200.000
Capital reserves 24 93.358.687 93.358.687

-Premium in excess of par 5.400.000 5.400.000

-Gain on cancellation of equity shares - -

-Revaluation reserve - -

-Revaluation reserve for financial assets - -

-Inflation adjustment of equity items 87.958.687 87.958.687
Profit reserves 25 8.820.734 8.820.734

-Legal reserves 1.029.833 1.029.833

-Statutory reserves - -

-Extraordinary reserves 7.790.882 7.790.882

-Special reserves 19 19

-Gain from sale of tangible assets and equity,

participations’ shares transferable to capital - -

-Foreign currency translation reserve - -
Net loss (-) / profit (46.995.044) |.446.313
Accumulated loss 26 (16.541.732) (17.988.045)
Total Equity and Liabilities 162.883.025 189.548.803

The accompaning notes form an integral part of these financial statements.
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31 ARALIK 2005 VE 2004 TARIHLERINDE SONA EREN YILLARA AiT GELIR TABLOLARI

KARSAN OTOMOTIV SANAYIi VE TICARET ANONIM SIRKETI
2005 YILI FAALIYET RAPORU

(Tutarlar aksi belirtilmedikge Yeni Ttrk Lirasi ("YTL") cinsinden ifade edilmistir)

Not | Ocak- I Ocak-
. . . 31 Aralik 2005 31 Aralik 2004

ESAS FAALIYET GELIRLERI
Satig gelirleri (net) 34-a 250.866.520 378.079.219
Satiglarin maliyeti (-) 34-b (245.974.267) (341.636.264)
Hizmet gelirleri (net) - -
Esas faaliyetlerden diger gelirler (net) - -
BRUT ESAS FAALIYET ZARARI (-) / KARI 4.892.253 36.442.955
Faaliyet giderleri (-) 35 (19.291.749) (14.872.391)
NET ESAS FAALIYET ZARARI (-) / KARI (14.399.496) 21.570.564
Diger faaliyetlerden gelir ve karlar 36-a 3.495.025 3.217.800
Diger faaliyetlerden gider ve zararlar (-) 36-b (18.558.345) (13.051.991)
Finansman giderleri (-) 37 (6.092.271) (14.266.025)
FAALIYET ZARARI (-) / KARI (35.555.087) (2.529.652)
Net parasal pozisyon kar / zaran (-) 38 - 4.860.354
VERGI ONCESI ZARAR (-) / KAR (35.555.087) 2.330.702
Vergiler 39 (11.439.957) (884.389)
NET DONEM ZARARI (-) / KARI (46.995.044) 1446313
HISSE BASINA ZARAR (-) / KAR 40 (0,002448) 0,000075

31 ARALIK 2005 VE 2004 TARIHLERINDE SONA EREN YILLARA AiT OZKAYNAK DEGIiSiM TABLOLARI
(Tutarlar aksi belirtimedikge Yeni Turk Lirasi ("YTL") cinsinden ifade edilmistir)

Ozsermaye

. Enflasyon Gegmis

Hisse Senetleri Yasal | Olaganiistii Ozel | Diizeltmesi Yillar
Sermaye | lhrag Primleri | Yedekler |  Yedekler Yedekler Farklari | (Zararlar)) | Toplam
YTL YTL YTL YTL YTL YTL YTL YTL
31 Aralik 2003 tarihi itibariyle bakiye | 19.200.000 5400.000 | 1.029.833 7.790.882 19 | 87958687 | (17.988045) | 103391376
Net dénem kan - - - - - 1446313 | 1446313
31 Aralik 2004 tarihi itibariyle bakiye | 19.200.000 5400000 | 1.029.833 7.790.882 19 | 87958687 | (16541.732) | 104.837.689
Net donem zarari (-) - - - - - (46.995.044) 1(46.995.044)
31 Aralik 2005 tarihi itibariyle bakiye | 19.200.000 5400.000 | 1.029.833 7.790.882 19 | 87958687 | (63.536.776) | 57.842.645

Ekteki dipnotlar bu mali tablolarin tamamlayici bir pargasidir.
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STATEMENTS OF INCOME FOR THE YEARS ENDED 31 DECEMBER 2005 AND 2004
(Amounts are expressed en New Turkish Lira (YTL) unless otherwise indicated)

P | I-OPERATIONS

Note I January- | January-
OPERATING INCOME 31 December 2005 | 31 December 2004
Sales revenue (net) 34-a 250.866.520 378.079.219
Cost of sales (-) 34-b (245.974.267) (341.636.264)
Service income (net) - -
Other operating income (net) - -
GROSS LOSS (-) / PROFIT 4.892.253 36.442.955
Operating expenses (-) 35 (19.291.749) (14.872.391)
OPERATING LOSS (-) / PROFIT (14.399.496) 21.570.564
Other income and gains 36-a 3.495.025 3.217.800
Other expense and losses (-) 36-b (18.558.345) (13.051.991)
Finance expense (-) 37 (6.092.271) (14.266.025)

LOSS (-) / PROFIT BEFORE MONETARY
GAIN /LOSS (-) AND TAXATION (35.555.087) (2.529.652)
Net monetary gain / loss (-) 38 - 4.860.354
LOSS (-) / PROFIT BEFORE TAXATION (35.555.087) 2.330.702
Taxation 39 (11.439.957) (884.389)
(LOSS) / NET PROFIT FOR THE YEAR (46.995.044) 1446313
(LOSS) / EARNINGS PER SHARE 40 (0.002448) 0,000075

STATEMENTS OF INCOME FOR THE YEARS ENDED 31 DECEMBER 2005 AND 2004
(Amounts are expressed en New Turkish Lira (YTL) unless otherwise indicated)

Inflation

Adjustment | Accumu-

Premium in Legal |Extraordinary Special of Equity lated
Capital | Excess of Par | Reserves Reserves | Reserves Items Loss Total
YTL YTL YTL YTL YTL YTL YTL YTL
Balance as of 31 December 2003 | 19.200.000 5400000 | 1.029.833 7.790.882 19 | 87958687 | (17.988.045) 103391376
Net period profit - 1446313 | 1446313
Balance as of 31 December 2004 | 19.200.000 5400000 | 1.029.833 7.790.882 19 | 87958687 | (16541.732) | 104.837.689
Net period loss (-) - (46.995.044) |(46.995.044)
Balance as of 31 December 2005 | 19.200.000 5400000 | 1.029.833 7.790.882 19 | 87958687 | (63.536.776) | 57.842.645

The accompaning notes form an integral part of these financial statements.
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31 ARALIK 2005 TARIHLERI iTiBARIYLE MALi TABLOLARA iLiSKiN DiPNOTLAR
I. SIRKETIN ORGANIZASYONU VE FAALIYET KONUSU

sletmenin ticaret Ginvani : Karsan Otomotiv Sanayii ve Ticaret AS.

Merkez adresi: Akgalar Sanayi Bolgesi, Akgalar 16225 Niliifer / Bursa

Bagl bulundugu grup : Kiraga Otomotiv Sanayi ve Ticari Yatinmlar AS.
Islem g&rdtigti borsa : Istanbul Menkul Kiymetler Borsasi Birinci Ulusal Pazar

Fiili faaliyet konusu :Turkiye'de her nevi oto montaj ve kardseri tesisleri kurmak, kurulmus olanlari satin almak, bunlara
istirak etmek, karéseri imali icin oto ithal etmek, her nevi oto kartseri yapmak ve satmak amaciyla kurulmustur. Sirket'in
faaliyet alanlar; bagta Peugeot olmak tzere, cesitli Otomotiv markalarina motorlu araglar Uretmek, ithal ve ihrag etmektir.
Ayni kapsamda, Otomotiv ana ve yan sanayilerine endustriyel hizmet vermektir.

Ortaklik yaprsi : Sirket'in ana ortagl % 61,25 oranda Kiraga Otomotiv Sanayi ve Ticari Yatinmlar A.$.'dir.

Kategori itibariyle yil icinde ¢alisan personelin ortalama sayisi :

Donem isci Memur Miidiir | Ust diizey Toplam
31 Aralik 2005 638 72 10 4 724
31 Aralik 2004 857 83 13 4 957

Isletmenin bagli ortakliklar : Isletmenin 31 Aralik 2005 itibariyle bagl ortakligi ve istiraki bulunmamaktadir.

2. MALI TABLOLARIN SUNUMUNA iLiSKIN ESASLAR
Uygulanan Muhasebe Standartlan:

Sirket, yasal defterlerini ve kanuni mali tablolarini Ttrk Ticaret Kanunu (“TTK”) ve vergi mevzuatinca belirlenen muhasebe
ilkelerine uygun olarak tutmakta ve hazirlamaktadir.

Sermaye Piyasasi Kurumu (**SPK"), Seri: XI, No: 25 sayili “Sermaye Piyasalarinda Muhasebe Standartlari Hakkinda Teblig"
ile kapsamli bir muhasebe ilkeleri seti yayinlamistir. Bu Teblig, | Ocak 2005 tarihinden sonra sona eren ilk ara mali
tablolardan gegerli olmak tzere yurtrltge girmistir. Anilan Teblige degisiklik getiren Seri: XI, No: 27 sayili Tebligin 5.
maddesi, isletmelerin Uluslararasi Finansal Raporlama Standartlarini ("UFRS”) uygulamalarinin Seri: XI, No 25 sayili
Teblisde dngérillen diizenleme ve ilan yukimltliklerinin yerine getirilmesi hikmiinde oldugunu belirtmektedir. lligikteki
mali tablolar, yukarida bahsedilen SPK'nin izin verdigi alternatif uygulama ¢ergevesinde UFRS'ye gore hazirlanmis olup
mali tablolar ve dipnotlar, SPK tarafindan 20 Aralik 2004 tarihli duyuru ile uygulanmasi zorunlu kilinan formatlara uygun
olarak sunulmustur. SPK, 17 Mart 2005 tarihinde almis oldugu bir kararla, Turkiye'de faaliyette bulunan ve SPK Muhasebe
Standartlari’'na uygun mali tablo hazirlayan sirketler icin, I Ocak 2005 tarihinden itibaren gegerli olmak tzere enflasyon
muhasebesi uygulamasinin gerekli olmadigini ilan etmistir. Bu dogruttuda Sirket, | Ocak 2005 - 31 Aralik 2005 dénemine
iliskin mali tablolarini hazirlarken Uluslararasi Muhasebe Standarti 29 *Yiiksek Enflasyonist Ekonomilerde Finansal
Raporlama’ya gore uygun olan dizeltmeleri | Ocak 2005 — 3| Aralik 2005 dénemi igin uygulamamistir.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2005

ORGANIZATION AND OPERATIONS OF THE COMPANY

Tradename: Karsan Otomotiv Sanayii ve Ticaret AS.

Headoffice: Akgalar Sanayi Bolgesi, Akgalar 16225 Niliifer / Bursa
Related Group : Kiraga Otomotiv Sanayi ve Ticari Yatinmlar A.S.
Registered Stock Exchange : Istanbul Stock Exchange National Market

Main activity : 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 in Turkey. The main activity of the company is to produce, import and export motor
vehicles to automotive companies, mainly to Peugeot. Moreover the Company provides industrial service to automotive
companies.

Shareholders : The Company's ultimate parent is Kiraga Otomotiv Sanayi ve Ticari Yatinmlar A.S., with a shareholding
of 61,25%.

Average personnel :

Period Blue Collared White Collared Manager Key Management Total
31 December 2005 638 72 10 4 724
31 December 2004 857 83 I3 4 957

Subsidiaries of the Company : As of 3| December 2005 the Company has no subsidiary
BASIS OF FINANCIAL STATEMENTS
Accounting Standards Applied:

The Company maintains its legal books of account in accordance with accounting principles in the Turkish Commercial
Code and tax legislation.

Turkish Capital Market Board (“CMB") issued a detailed accounting principles set with Communique No: X1/25 “Capital
Markets Accounting Standards”. This communique is applicable starting from the first interim financial statements after
| January 2005. The amendment to this Communique, No: X1/27 Note 5, declared that companies that report in
accordance with International Financial Reporting Standards (“IFRS”) will be considered as in compliance to the CMB
Accounting Principles Communique No: XI/25. The accompanying financial statements were prepared and presented
in a format that complies with CMB's Communique announced on 20 December 2004 and is compliance with IFRS
based on allowed alternative application. The CMB declared with its |7 March 2005 resolution thar companies which
prepare their financial statements in accordance with CMB Accounting standards, will not be subject to the application
of inflation accounting effective from | January 2005. Consequently, the Company has not adjusted its financial statements
in accordance with IAS 29 "Financial Reporting in Hyperinflationary Economies” for the period between | January 2005
— 31 December 2005.
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31 ARALIK 2005 TARIHLERI iTIBARIYLE MALI TABLOLARA iLiSKiN DiPNOTLAR

2. MALI TABLOLARIN HAZIRLANMA ESASLARI (devam)
| Ocak 2005 Tarihi Oncesi Yiiksek Enflasyon Dénemlerinde Mali Tablolarin Diizeltiimesi:
31 Aralik 2004 tarihi itibariyle Sirket'in mali tablolari Uluslararasi Muhasebe Standartlan 29'a (UMS 29) gére enflasyon
etkilerinin dizeltiimesini ve Turk Liras’'nin cari satin alma gticlindeki degisimlerini icermektedir. UMS 29, hiperenflasyonist

ekonomilerin para birimi ile hazirfanan mali tablolarinin bilango tarihindeki 6lctim biriminden gésteriimesini dngdrmektedir.

31 Aralik 2004 tarihi itibariyle enflasyona gére yapilan diizeltmeler, Devlet Istatistik Enstittisti (DIE) tarafindan yayimlanan
toptan egya fiyat endeksi (TEFE) endeksleri kullanilarak endekslenmistir.

31 Aralik 2004 tarihi itibariyle ekte sunulan mali tablolarin duizeltimesinde kullanilan endeks ve katsayilar asagida

belirtilmistir:
Endeks Diizeltme
Katsayisi
31 Aralik 2001 49517 1,6972
31 Aralik 2002 6.478,8 1,2971
31 Aralik 2003 73821 1,1384
31 Aralik 2004 8.403,8 1,0000

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

Yillar: 2005 2004 2003 2002 2001
ABD Dolar degisim orani (940,02) (%3.9) (%14,6) %136 %1143
TEFE enflasyon orani %4.54 %138 %139 %308 %886

31 Aralik 2005 tarihi itibariyle Turkiye Cumhuriyeti Merkez Bankasi tarafindan agiklanan dolar kuru | ABD Dolar =
1,3418 YTL'dir (31 Aralik 2004: | ABD Dolan = 1,3421 YTL).

Endeksleme islemlerinin ana hatlan asagidaki gibidir:
e 31 Aralik 2004 tarihi itibariyle satinalma glicti ile gdsterilenler disindaki tim kalemler 31 Aralik 2004 tarihli genel fiyat
endeksi (TEFE) katsayilar kullanilarak endekslenmistir.

* 31 Aralik 2004 tarihli mali tablolardaki parasal aktif ve pasif kalemler, bilango tarihindeki olan satin alma gtictl ile ifade
edildiklerinden endekslemeye tabi tutulmamislardir. Parasal kalemler nakit para ve nakit olarak alinacak veya 6denecek
kalemlerdir.

e 31 Aralik 2004 tarihli mali tablolardaki parasal olmayan aktif ve pasifler satin alma veya ilk kayda alinma tarihinden bilanco
tarihine kadar olan stire icerisinde genel fiyat endeksinde meydana gelen degisikliklerin alim maliyetlerine ve birikmis
amortisman tutarlarina yansitiimasi suretiyle yeniden ifade edilmistir. Béylece maddi ve maddi olmayan varliklar ve benzeri
aktifler piyasa degerlerini gegmeyecek sekilde alim degerleri Gizerinden endekslenmistir. Amortismanlar da benzeri sekilde
yeniden duzeltilmislerdir. Ozkaynaklarin icerisinde yeralan tutarlar, bu tutarlann sirkete katildig veya sirket icerisinde
olustugu donemlerdeki genel fiyat endekslerinin uygulanmasi neticesinde yeniden duzeltilmistir.

e 31 Aralik 2004 tarihi itibariyle, gelir tablosunda yeralan tim kalemler, gelir ve gider hesaplarinin mali tablolara ilk olarak
yansitildiklart dénemler Uzerinden hesaplanan katsayilar ile endekslenmistir. 31 Aralik 2004 tarihi itibariyle, parasal olmayan
bilango kalemlerinin diizeltiimesine bagl amortisman, sabit kiymet satis kari / (zaran) gibi 6zellik tagiyan gelir tablosu
kalemleri endekslenmis degerleriyle gelir tablosunda yer alir.

* 31 Aralik 2004 tarihi itibariyle, net parasal pozisyon tizerinden genel enflasyon neticesinde olusan kazang veya kayip,
parasal olmayan aktiflere, 6zkaynak kalemlerine ve gelir tablosu hesaplarina yapilan duizeltmelerin farkidir. Net parasal
vaziyet Uzerinden hesaplanan bu kazang veya kayip net kara dahil edilmistir.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2005

2. BASIS OF FINANCIAL STATEMENTS (cont’d)
Application of Financial Reporting in Hyperinflationary Economies Prior to | January 2005:
Financial statements of the Company as of 31 December 2004 include restatement to reflect changes in the purchasing
power of the Turkish Lira as required by 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.

Restatement adjustments as of 31 December 2004 have been made according to wholesale price index published by
the State Institute of Statistics.

Such index and the conversion factors used to restate the accompanying financial statements as of the end of 31
December 2004 are given below:

Index Conversion Factor
31 December 2001 49517 [,6972
31 December 2002 6.478,8 1,297 1
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:

Year: 2005 2004 2003 2002 2001
Change in US $ exchange rate 96(0,02) (%3,9) (%14.,6) %13,6 %1143
WPI Inflation %4,54 %138 %13,9 %30,8 %88,6

As at 31 December 2005, the exchange rate announced by the Turkish Central Bank (which is a market rate) was =
YTL 1,3418 = US$ | (31 December 2004: YTL 1,3421 = US$ 1).

The main guidelines for the restatement are as follows:

All amounts as of 31 December 2004 not already expressed in terms of the measuring unit current at the balance sheet
date are restated by applying a general wholesale price index (the WPI).

* As of 31 December 2004, 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.

* As of 31 December 2004 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 calculated at their restated amounts. The
components of equity are restated by applying the applicable general price index from the dates when components were
contributed or otherwise arose.

» As of 31 December 2004, all items in the statement of income, except non monetary balance sheet items that have
effect on statement of income, are restated by applying the relevant conversion factors from the dates when the income
and expense items were initially recorded in the financial statements. Income statement items, such as, depreciation,
fixed asset sales income/loss that are related to adjustment of non-monetary items are included to income statement
at their indexed values.

* 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.
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31 ARALIK 2005 TARIHLERI iTIBARIYLE MALI TABLOLARA iLiSKiN DiPNOTLAR
2. MALI TABLOLARIN HAZIRLANMA ESASLARI (devam)

Yeni Tiirk Liras::

5083 sayili Ttrkiye Cumhuriyeti'nin Para Birimi Hakkinda Kanun'un yartrltik tarhi | Ocak 2005 olarak belirlenmis olup,
bu tarihten itibaren Ttrkiye Cumhuriyeti'nin yeni para birimi “Yeni Ttrk Liras’”(YTL) ve alt birimi ise “Yeni Kurus” (YKr)
olarak tanimlanmistir. ligili Kanun'un 2.maddesi ile Tiirk Lirasi yeni para birimi olan Yeni Tirk Liras’'na déngttiriilmis ve
Turk Liras’'ndan altr sifir kaldinlarak, bir milyon Turk Lirasi esittir bir Yeni Ttk Lirasi (1.000.000 TL= | YTL) degisim
oraninda yeni bir deger getirilmistir. Basbakanlik Sermaye Piyasasi Kurulu'nun MSD-10/832 -43399 sayili ve | Aralik 2004
tarihli yazisinda agiklandigi tizere, 2005 yili icerisinde kamuya agiklanacak olan hesap dénemlerine iliskin mali tablolarin,
karsilastirma amaciyla kullanilacak olan bir nceki doneme ait finansal veriler de dahil olmak tzere, YTL cinsinden sunulmasi
gerekmektedir. Bu sebeple ekli mali tablolar YTL cinsinden hazirlanmistir.

Yeni ve Giincellestirilmis Uluslararasi Finansal Raporlama Standartlarinin Uyarlamasi:

Sirket bu yil icinde faaliyetlerine iliskin olan ve | Ocak 2005 tarihi itibariyle baglayan hesap dénemleri igcin gegerli olan
Uluslararasi Muhasebe Standartlar Kurulu (“UMSK”) tarafindan ¢ikanlan tim yeni ve gtincellestirilmis standartlan ve
UMSK'nun Uluslararasi Finansal Raporlama Yorumlama Komitesinin (“UFRYK") tUm yorumlarini uyarlamistir.

Bu mali tablolarin onaylandig tarihte, asagida belirtilen standartlar ve yorumlar yayinlanmig olmasina ragmen yirtitikte degildi:
UFRS 6 Mineral Kaynaklarin Arastirimasi ve Degerlendiriimesi

UFRS 7 Finansal Araglar: Agiklamalar

UFRYK 4 Bir Anlagmanin Finansal Kiralamayi Kapsayip Kapsamadiginin Belirlenmesi

| UFRYK 5 Faaliyetlere son verme, yenileme ve ¢evresel onarm fonlan

I UFRYK 6  Belirli Bir Piyasaya Katilim Sonucunda Kaynaklanan Yuktmldltkler — Kullanilmis Elektrikli ve Elektronik Aletler
UFRYK' 7 UMS 29 Yuksek Enflasyonlu Ekonomilerde Finansal Raporlamada Endeksleme Yaklagiminin uygulanmasi.
UFRYK 8 UFRS 2'nin kapsami

Sirket yonetimi, gelecek dénemler icin bu standartlarin ve yorumlarin uyarlanmasinin Sirketin mali tablolan tzerinde
onemli bir etkisi olmayacagini tahmin etmektedirler.

Karsilastirmali bilgiler ve 6nceki donem tarihli mali tablolarin duzeltiimesi:

Mali tablolarda yer alan bittn tutarlar icin karsilastirmali bilgiler, dnceki déneme iliskin dipnotlarda agiklanmistir. Mali
tablolarin sunumu veya hesaplarin siniflamalar degistigi takdirde, dnceki dénem cari ddnem esas alinarak duzeltilir.

Netlestirme/mahsup:

Finansal varliklar ve yukdmlulikler, yasal olarak netlestirme hakki var olmasi, net olarak 6denmesi veya tahsilinin mtimkiin
olmasi, veya varligin elde edilmesi ile yukimldligtn yerine getirilmesinin es zamanli olarak gergeklesebilmesi halinde,
bilangoda net degerleri ile gésterilirler.

3 - UYGULANAN DEGERLEME ILKELERi / MUHASEBE POLITIKALARI
Ekteki mali tablolarin hazirlanmasinda kullanilan énemli muhasebe prensipleri asagidaki gibidir:

a. Hasilat:
Gelirler, alinan veya alinacak olan bedelin gergege uygun degeri ile &l¢llir ve isin normal akigi icinde mal ve hizmet satisina
iliskin iskontolar ve satis ile ilgili vergiler distldikten sonra kalan alacak tutarini ifade eder.

Mallarin satigi, mallar teslim edildiginde ve mallanin milkiyeti satin alana gegtiginde gerceklesir.

Faiz geliri, kalan anapara bakiyesi ve ilgili finansal varliktan beklenen 6mrii boyunca elde edilecek tahmini nakit girislerini
s6z konusu varligin net defter degerine getiren efektif faiz oranina gore ilgili ddnemde tahakkuk ettirilir.

Istiraklerden elde edilen temettt geliri, hissedarlarin temettii alma hakki dogdugu zaman kayda alinr.

b. Stoklar:
Stoklar, maliyetin ya da net gerceklesebilir degerin dustk olani ile degerlenmektedir. Stoklara dahil edilen maliyeti olusturan
unsurlar direk malzeme ve ilgili durumlarda stoklan mevcut durumuna getirmek igin kullanilan direk isgilik ve genel Gretim
giderlerini kapsamaktadir. Maliyet agirlikli ortalama ydntemine gore hesaplanir. Net gerceklestirilebilir deger, olagan ticari
faaliyet icerisinde olusan tahmini satis fiyatindan tahmini tamamlanma maliyeti ve satisi gerceklestirmek icin gerekli tahmini
pazarlama, satis ve dagitim giderlerinin toplaminin indirilmesiyle elde edilen tutardir.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2005
2. BASIS OF FINANCIAL STATEMENTS (cont’d)
New Turkish Lira:

A new law number 5083 on the Monetary Unit of the Republic of Turkey was enacted effective 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 | YTL = 1,000,000 TL. The New Turkish Lira is divided into 100 New
Turkish cents ("YKr"). As per CMB decision MSD-10/832-43399 dated | December 2004, the financial statements to
be publicly announced in 2005 should be prepared in YTL monetary unit including comperatives. Accordingly, the
accompanying financial statements are presented in New Turkish Lira (“YTL").

Adoptation of New and Revised International Financial Reporting Standards:

In the current year, the Company has adopted all of the new and revised Standards and Interpretations issued by the
International Accounting Standards Board (“‘the IASB™) and the Intemational Financial Reporting Interpretations Committee
(“IFRIC") of the IASB that are relevant to its operations and effective for accounting periods beginning on | January 2005.

At the date of authorization of these financial statements, the following Standards and Interpretations were in issue but
not yet effective:

IFRS 6  Exploration for and Evaluation of Mineral Resources

IFRS 7 Financial Instruments: Disclosures

IFRIC4  Determining whether an Arrangement contains a Lease

IFRIC 5  Right to Interests Arising from Decommissioning, Restoration and Environmental Rehabilitation Funds
IFRIC 6  Liabilities Arising from Participating in a Specific Market - Waste Electrical and Electronic Equipment
IFRIC 7 Applying the Restatement Approach under IAS 29 Financial Reporting in Hyperinflationary Economies
IFRIC 8  Scope of IFRS 2

The Company's management anticipate that the adoption of these Standards and Interpretations in future periods will
have no material impact on the financial statements of the Company.

Comparative Information and Perior Period Financial Statement Correction:

Comparative information is disclosed with respect to previous period for all amounts reported in the financial statement.
When the presentation of financial statements or the reclassification of a balance changes, the perior year is also adjusted
in accordance with the current year.

Offsetting:

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

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The significant accounting policies used in the preparation of the accompanying financial statements are as follows:

a. Revenue:
Revenue is measured at the fair value of the consideration received or receivable and represents amounts receivable
for goods and services provided in the normal course of business, net of discounts and sales related taxes.

Sales of goods are recognized when goods are delivered and title has passed.

Interest income is accrued on a time basis, by reference to the principal outstanding and at the effective interest rate
applicable, which is the rate that exactly discounts estimated future cash receipts through the expected life of the financial
asset to that asset's net carrying amount.

Dividend income from investments is recognized when the shareholders’ rights to receive payment have been established.

b. Inventories:
Inventories are stated at the lower of cost and net realizable value. Cost comprises direct materials and, where applicable,
direct labour costs and those overheads that have been incurred in bringing the inventories to their present location
and condition. Cost is calculated using the weighted average method. Net realizable value represents the estimated
selling price less all estimated costs of completion and costs to be incurred in marketing, selling and distribution.
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31 ARALIK 2005 TARIHLERI iTIBARIYLE MALI TABLOLARA iLiSKiN DiPNOTLAR
3 - UYGULANAN DEGERLEME iLKELERi / MUHASEBE POLITIKALARI (devam)

c. Maddi Varliklar:
Maddi varliklar, I Ocak 2005 tarihinden dnce satin alinan kalemler UMS 29'a gére endekslenmis tarihi satin alim
maliyetlerinden ve 2005 yilinda satin alinan kalemler satin alim maliyeti degerinden, birikmis amortisman ile kalici deger
kayiplar dustlmus olarak gosterilir. Maddi varliklar, arazi ve yapilmakta olan yatinmlarin disinda maliyet veya degerleme
yapilmig tutarlan Uzerinden beklenen faydali dmurlerine gore dogrusal amortisman yontemi kullanilarak, amortismana
tabi tutulur.

Finansal kiralama ile alinan varliklar, beklenen faydali mriyle veya séz konusu kiralama stresinin kisa olani ile sahip olunan
maddi varliklarla ayni sekilde amortismana tabi tutulur.

Maddi varliklarin elden ¢ikartimasi ya da bir maddi duran varligin hizmetten ¢ekilmesi sonucu olusan kar ve zararlar satis
hasilati ile varligin defter degeri arasindaki fark olarak beliflenerek, gelir tablosuna dahil edilirler.

d. Maddi Olmayan Varliklar:
Maddi olmayan varliklar, I Ocak 2005 tarihinden dnce satin alinan kalemler UMS 29'a gére endekslenmis tarihi satin
alim maliyetlerinden ve 2005 yilinda satin alinan kalemler satin alim maliyeti degerinden, birikmis itfa ve tikenme paylari
ile kalici deger kayiplar distilmus olarak gosterilir. Satin alinan maddi olmayan duran varliklar, ¢zellikle yazilimlar, bes yillik
faydali dmurleri tizerinden dogrusal amortisman yontemi kullanilarak itfa edili. UMS 38'e gore, arastirma giderleri olustugu
anda giderlestirilmektedir.

Gelecekteki trtinlerle ilgili ve isletme buinyesinde olusturulan maddi olmayan duran varliklar, Sirket'e gelecekte ekonomik
fayda saglamasinin muimkin oldugu durumlarda maliyet degerinden aktiflestiriimektedir. Aktiflestirme icin gerekli kosullar
saglanamadiginda, gelistirme maliyetleri olustuklart ddnemde gelir tablosuna gider olarak kaydedilmektedir. Maliyet tutar
gelistirme icin yapilan bittn direk maliyetleri ve gelistirme ile ilgili genel giderlerin uygun bir kismini icermektedir. Maliyetler
dogrusal amortisman yontemi kullanilarak on yilda, Uretimin baslangicindan modelin ve gelistirilen Unitenin pargalarinin
kullanim 6mri stresince itfa edilir.

e. Varliklarda Deger Diisiiklugii:
Sirket, her bilango tarihinde maddi ve maddi olmayan duran varliklarinin, maliyet degerinden birikmis amortismanlar
dustlerek bulunan defter degerine iliskin deger kaybinin olduguna dair herhangi bir gosterge olup olmadigini degerlendirir.
Eger boyle bir gdsterge mevcutsa, deger dustklugu tutarini belirleyebilmek icin o varligin geri kazanilabilir tutari tahmin
edilir. Varligin tek basina geri kazanilabilir tutarinin hesaplanmasinin miimkin olmadigi durumlarda, o varligin ait oldugu
nakit Ureten biriminin geri kazanilabilir tutari hesaplanir.

Geri kazanilabilir tutar, satis maliyetleri dustldukten sonra elde edilen gercege uygun deger veya kullanimdaki degerin
buytk olanidir. Kullanimdaki deger hesaplanirken, gelecege ait tahmini nakit akimlar, paranin zaman degerini ve varliga
6zgl riskleri yansrtan vergi dncesi iskonto orani kullanilarak buglinkii degerine indirilir.

Varligin (veya nakit Ureten birimin) geri kazanilabilir tutarinin, defter degerinden daha az olmasi durumunda varligin (veya
nakit Ureten birimin) defter degeri, geri kazanilabilir tutarina indirilir. Bu durumda olusan deger dustkltgu kayiplarr gelir
tablosunda muhasebelestirilir, ancak, ilgili varligin yeniden degerlenmis olmasi durumunda, deger diistikligt kaybi yeniden
degerleme fonundan indirilir.

Deger dustkligunin iptali nedeniyle varligin (veya nakit Greten birimin) kayitl degerinde meydana gelen artis, nceki
yillarda deger dustiklugtntn mali tablolara alinmamis olmasi halinde olusacak olan defter degerini (amortismana tabi
tutulduktan sonra kalan net tutar) asmamalidir. Deger distklGgunun iptali gelir tablosuna kayit edilir ancak ilgili varligin
yeniden degerlenmis olmasi durumunda iptal edilen deger distkligt kaybr yeniden degerleme fonuna ilave edilir.

f. Borglanma Maliyetleri:
Kullanima ve satisa hazir hale getiriimesi énemli Slctide zaman isteyen varliklar s6z konusu oldugunda, satin alinmasi,
yapimi veya Uretimi ile direkt iliski kurulabilen borglanma maliyetleri, ilgili varlik kullanima veya satisa hazir hale getirilene
kadar varligin maliyetine dahil edilmektedir. Yatinmla ilgili kredinin hentiz harcanmamis kisminin gegici stire ile finansal
yatinmlarda degerlendirimesiyle elde edilen finansal yatinm gelin aktiflestimeye uygun borglanma maliyetlerinden mahsup edilir

Diger tim borglanma maliyetleri, olustuklar dénemlerde gelir tablosuna kaydedilmektedir.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2005

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

c. Tangible Assets:

Tangible assets acquired before | January 2005 are carried at indexed historical cost in accordance with IAS 29, acquisitions
in 2005 are carried at historical cost and are presented after depreciation and impairment loss. Depreciation is charged so
as to write off the cost or valuation of assets, other than land and construction in progress, over their estimated useful lives,
using the straight line method.

Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned assets or, where
shorter, the term of the relevant lease.

The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is determined as the
difference between the sales proceeds and the carrying amount of the asset and is recognized in profit or loss.

Intangible Assets:

Intangible assets acquired before | January 2005 are carried at indexed historical cost in accordance with IAS 29, acquisitions
in 2005 are carried at historical cost and are presented after amortization and impairment loss. Purchased intangible assets,
primarily software, are amortized over five years using the straight-line method. In accordance with IAS 38, research costs
are recognized as expense when incurred.

Development costs for future products and other internally generated intangible assets are capitalized at cost, provided
manufacture of the products is likely to bring the Company an economic benefit. If the criteria for recognition as assets are
not met, the expenses are recognized in the income statement in the year in which they are incurred. Cost includes all costs
directly attributable to the development process as well as appropriate portions of development-related overheads. The costs
are amortized in ten years using the straight-line method from the start of production over the expected life cycle of the
models or components developed units.

Impairment of Tangible and Intangible Assets:

At each balance sheet date, the Company reviews the carrying amounts of its tangible and intangible assets at cost less
accumulated depreciation to determine whether there is any indication that those assets have suffered an impairment loss.
If any such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss (if any). Where it is not possible to estimate the recoverable amount of an individual asset, the Company
estimates the recoverable amount of the cash-generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated future
cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of
the time value of money and the risks specific to the asset.

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. An impairment loss is recognized immediately
in profit or loss, unless the relevant asset is carried at a revalued amount, in which case the impairment loss is treated as a
revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is increased to the
revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount
that would have been determined had no impairment loss been recognized for the asset (cash-generating unit) in prior years.
A reversal of an impairment loss is recognized immediately in profit or loss, unless the relevant asset is carried at a revalued
amount, in which case the reversal of the impairment loss is treated as a revaluation increase.

Borrowing Costs:

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are assets that
necessarily take a substantial period of time to get ready for their intended use or sale, are added to the cost of those assets,
until such time as the assets are substantially ready for their intended use or sale. Investment income earned on the temporary
investment of specific borrowings pending their expenditure on qualifying assets is deducted from the borrowing costs eligible
for capitalization.

All other borrowing costs are recognized in profit or loss in the period in which they are incurred.
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31 ARALIK 2005 TARIHLERI iTIBARIYLE MALI TABLOLARA iLiSKiN DiPNOTLAR

3 - UYGULANAN DEGERLEME ILKELERi / MUHASEBE POLITIKALARI (devam)

g. Finansal Araglar:
Finansal aktif ve pasifler, Sirket'in bu finansal araglara hukuki olarak taraf olmasi durumunda Sirket'in bilangosunda yer alir.

Ticari ve Diger Alacaklar

Ticari ve diger alacaklar, ilk kayit tarihinde rayic degerleri ile muhasebelestirilmektedirer. Ik kayit tarihinden sonraki
raporlama dénemlerinde, etkin faiz yontemi kullanilarak iskonto edilmis maliyeti tizerinden gésterilmiglerdir. Odenmesi
gereken meblaglarin tahsil edilemeyecek oldugunu gosteren bir durumun sz konusu olmasi halinde ticari alacaklar igin
tahmini tahsil edilmeyecek tutarlar igin karsilik ayrilarak kar zarar hesabina kayrt edilir. S6z konusu bu karsiligin tutan,
alacagin kayrtli degeri ile tahsili mimkun tutar arasindaki farktir. Tahsili mimkun tutar, ilgili alacagin kayith degeri ile nakit
akislarinin, ticari alacagin olustugu tarihteki etkin faiz orani esas alinarak iskonto edilen degeridir. Sirket yoneticileri ticari
alacaklar ile diger alacaklann bilangcodaki mevcut degerlerinin, tahmini gercege uygun degerleri oldugunu belirtmektedirler.

Nakit ve Nakit Benzerleri

Nakit ve nakit benzeri kalemler, nakit para, vadesiz mevduat ve satin alim tarihinden itibaren vadeleri 3 ay veya 3 aydan
daha az olan, hemen nakte ¢evrilebilecek olan ve dnemli tutarda deger degisikligi riskini tasimayan yiiksek likiditeye sahip
yatinmlardir. Bu varliklarin defter degeri gercege uygun degerlerine yakindir.

Banka Borglari

| Faizli banka borglar baglangicta gercege uygun degerleri ile kayitlara alinir ve sonradan etkin faiz orani yontemi kullanilarak
itfa edilmis degerleri ile degerlenir. Banka borglarindan elde edilen nakit ile (islem maliyetleri distildikten sonra) banka
borglarinin geri demesi veya kapanmasi igin ddenen tutarlar arasindaki fark Sirket'in borglanma maliyetleri (yukarya
bakiniz) ile ilgili muhasebe politikasina uygun olarak borcun vadesi stiresince kayda alinirlar.

Ticari ve Diger Borglar

Ticari ve diger borglar baslangicta gercege uygun degerleri ile kayitlara alinir, ve sonradan etkin faiz orani yontemi
kullanilarak itfa edilmis degerleri degerlenir. Yoneticiler, ticari ve diger borglarin defter degerinin gergege uygun oldugunu
belirtmektedirler.

Kredi riski
Sirketin esas finansal varliklari banka bakiyeleri nakit, ticari ve diger alacaklandir.

Taraflarin ytksek kredi derecelendirmeli bankalar olmasi likit fonlar tzerindeki kredi riskini sinilamistir.

Sirketin kredi riski esasen kendi ticari alacaklarina atfedilebilir. Sirketin alacaklaninin ¢cogunlugu satislarinin énemli bir kismina
aracilik eden distribttért olan Peugeot Otomotiv Pazarlama AS. (“POPAS")'dan oldugundan kredi riski yogundur. Sirket
POPAStan olan alacagini J9 arag igin ortalama |5 gtin, Partner arag icin ortalama 24 gin icinde tahsil etmektedir.

h. lisletme Birlesmeleri:
Bulunmamaktadir.

1. Kur Degisiminin Etkileri:
Sirket'in mali tablolar, isletmenin faaliyette bulundugu temel ekonomik ¢evrede gegerli olan para birimi ile sunulmustur.
Sirket'in faaliyet sonuglar ve mali durumu, isletmenin fonksiyonel para birimi ve mali tablolar igin sunum para birimi olan
YTL cinsinden ifade edilmistir.

Sirket'in yasal kayrtlaninda, yabanci para cinsinden (YTL disindaki para birimleri) muhasebelestirilen islemler, islem tarihindeki
kurlar kullanilarak Yeni Turk Liras’'na ¢evrilmektedir. Bilangoda yer alan dévize bagli parasal varlik ve borglar bilango
tarihinde gecerli olan kurlar kullanilarak Yeni Tirk Liras'na gevrilmislerdir. Gergege uygun degerden olgiilen yabanci para
birimindeki parasal olmayan kalemler gercege uygun degerin belirflendigi tarihteki doviz kurlart kullanilarak cevrilir. Tarihi
maliyet cinsinden Sl¢tilen yabanci para birimindeki parasal olmayan kalemler yeniden cevrilmezler.

Parasal kalemlerin ¢cevriminden ve dévizli islemlerin tahsil ve tediyelerinden kaynaklanan kambiyo karlari ve zararlarr gelir
tablosunda yer almaktadir.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2005

3.

g.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)
Financial Instruments:

Financial assets and financial liabilities are recognized on the Company's balance sheet when the Company becomes a
party to the contractual provisions of the financial instrument.

Trade and other receivables

Trade and other receivables are measured at initial recognition at fair value, and are subsequently measured at amortized
cost using the effective interest rate method. Appropriate allowances for estimated irrecoverable amounts are recognized
in profit or loss when there is objective evidence that the asset is impaired. The allowance recognized is measured as
the difference between the asset’s carrying amount and the present value of estimated future cash flows discounted at
the effective interest rate computed at initial recognition. The Company’s Managers believes that the carrying amount
of trade and other receivables approximates their fair value.

Cash and cash equivalents

Cash and cash equivalents comprise of cash on hand and demand deposits, and other short-term highly liquid investments
whose maturities are three months or less from date of acquisition and that are readily convertible to a known amount
of cash and are subject to an insignificant risk of changes in value. The carrying amount of these assets approximates
their fair value.

Bank borrowings

Interest-bearing bank loans are initially measured at fair value, and are subsequently measured at amortized cost, using
the effective interest rate method. Any difference between the proceeds (net of transaction costs) and the settlement
or redemption of borrowings is recognized over the term of the borrowings in accordance with the Company’s accounting
policy for borrowing costs (see above).

Trade and other payables

Trade and other payables are initially measured at fair value, and are subsequently measured at amortized cost, using
the effective interest rate method. The Management believes that the carrying amount of trade and other payables
approximates their fair value.

Credit risk
The Company’s principal financial assets are bank balances and cash, trade and other receivables.

The credit risk on liquid funds is limited because the counterparties are banks with high credit-ratings.

The Company's credit risk is primarily attributable to its trade receivables. The majority of the Company's receivable is
related with its distributor Peugeot Otomotiv Pazarlama A.S. ("POPAS”) so the credit risk spread over. The Company
collects its receivable from POPAS for |9 vehicles in average |5 days and for Partner vehicles in average 24 days.

Business Combinations:
None.

Foreign Currency Transactions:

The financial statements of Company are presented in the currency of the primary economic environment in which
the entity operates (its functional currency). For the purpose of the financial statements, the results and financial position
of Company are expressed in YTL, which is the functional currency of the Company, and the presentation currency
for the financial statements.

In preparing the financial statements of the Company, transactions in currencies other than YTL (foreign currencies)
are recorded at the rates of exchange prevailing on the dates of the transactions. At each balance sheet date, monetary
items denominated in foreign currencies are retranslated at the rates prevailing on the balance sheet date. Non-monetary
items carried at fair value that are denominated in foreign currencies are retranslated at the rates prevailing on the date
when the fair value was determined. Non-monetary items that are measured in terms of historical cost in a foreign
currency are not retranslated.

Exchange differences arising on the settlement of monetary items, and on the retranslation of monetary items, are
included in profit or loss for the period.
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3 - UYGULANAN DEGERLEME iLKELERi / MUHASEBE POLITIKALARI (devam)

Hisse Basina Kazang:
Hisse basina kazang/zarar miktar, dénem kar/zararinin Sirket hisselerinin dénem icindeki agirlikli ortalama pay adedine
boltinmesiyle hesaplanir.

Bilango Tarihinden Sonraki Olaylar:
Bilango tarihinden sonraki olaylar, bilango tarihi ile bilangonun yayinlanmasi icin yetkilendirme tarihi arasinda, $irket lehine
veya aleyhine ortaya cikan olaylan ifade eder. Iki tiir olay tanimlanmaktadir;

- bilango tarihi itibariyle mevcut olan olaylara iliskin yeni deliller ve/veya agikliklar getiren (bilango sonrasi diizeltme
gerektiren olaylar)

- ilgili olaylann bilango tarihinden sonra ortaya giktigini gosteren gelismeler (bilango sonrasi diizeltme gerektirmeyen olaylar)

ilisikteki mali tablolarda, bilango tarihinden sonraki diizeltme gerektiren olaylar kayda alinmistir ve bilango sonrasi diizeltme
gerektirmeyen olaylar dipnotlarda gésterilmistir.

Karsiliklar, Sarta Bagl Yikimlilukler ve Sarta Bagh Varliklar:

Gegmis olaylardan kaynaklanan mevcut bir ytkimlGligtn bulunmasi ve ytkimldligin yerine getirilmesinin muhtemel
olmasi durumunda karsilik mali tablolarda ayrilir. Karsiliklar, bilango tarihi itibariyle ytkimlligun yerine getiriimesi igin
yapilacak harcamanin Sirket yonetimi tarafindan yapilan en iyi tahminine gére hesaplanir ve etkisinin dnemli oldugu
durumlarda buglinkii degerine indirmek icin iskonto edilir.

Gegmis olaylardan kaynaklanan ve mevcudiyeti isletmenin tam olarak kontroltinde bulunmayan bir veya daha fazla kesin
olmayan olayin gergeklesip gerceklesmemesi ile teyit edilebilmesi mimkiin ytkiumltlukler sarta bagl yukimltltkler olarak
degerlendirilir ve mali tablolara dahil edilmezler. Ctinkd, yukumlultgin yerine getirilmesi icin, ekonomik fayda iceren
kaynaklarin isletmeden ¢ikma ihtimali azdir veya yukimltltk tutan yeterince glvenilir olarak ¢lgtilememektedir. Sirket
ekonomik fayda igeren kaynaklann kullanimina iliskin olasiligin diistik olmasi haricinde sarta bagh ytkimltiltklerini dipnotlaninda
gOstermektedir.

Gegmis olaylardan kaynaklanan ve mevcudiyeti isletmenin tam anlamiyla kontrolinde bulunmayan bir veya daha fazla
kesin olmayan olayin gerceklesip gerceklesmemesi ile teyit edilecek olan varlik, sarta bagli varlik olarak degerlendirilir.
Ekonomik fayda iceren kaynaklanin isletmeye girme ihtimalinin yiiksek bulunmasi durumunda sarta bagli varliklar mali tablo
dipnotlarinda agiklanir.

Muhasebe Politikalari, Muhasebe Tahminlerinde Degisiklik ve Hatalar:

Muhasebe politikalarinda yapilan énemli degisiklikler ve tespit edilen dnemli muhasebe hatalari geriye dénuk olarak
uygulanir ve dnceki dénem mali tablolan yeniden duzenlenir. Muhasebe tahminlerindeki degisiklikler, yalnizca bir doneme
iliskin ise, degisikligin yapildigi cari ddnemde, gelecek dénemlere iliskin ise, hem degisikligin yapildigi ddnemde hem de
gelecek dénemde, ileriye yonelik olarak uygulanir.

m. Kiralama islemleri:

Mulkiyete ait risk ve faydanin dnemli bir kisminin kiraciya ait oldugu kiralama islemi, finansal kiralama olarak siniflandirilir.
Diger kiralamalar isletme kiralamasi olarak siniflanir.

Finansal kiralamayla elde edilen varliklar, kiralama tarihindeki varligin makul degeriyle ayni tutarda asgari kira demelerinin
bugtinkti degerinden dustik olani kullanilarak aktiflestinilir. Kiralayana karsi yakimluilik, bilangoda finansal kiralama yUkimlulugu
olarak gosterilir. Finansal kiralama ddemeleri, finansman gideri ve finansal kiralama ytkumltgindeki azaligi saglayan ana
para 6demesi olarak ayrilir ve boylelikle borcun geri kalan ana para bakiyesi tizerinden sabit bir oranda faiz hesaplanmasini
saglar. Finansal giderler, Sirketin genel bor¢lanma politikasi kapsaminda ilgili varliklara aktiflestirmenin haricinde gelir
tablosuna kaydedilir.

Kiralayandan ticari isleminin gerceklesebilmesi icin alinan veya alinacak olan tesviklerde kira dénemi boyunca dogrusal
yontem ile gelir tablosuna kaydedilir. Faaliyet tipi kiralamalar igin yapilan ddemeler, kira dénemi boyunca dogrusal ydntem
ile gelir tablosuna kaydedilir.

iliskili Taraflar:
Ekteki mali tablolarda Sirket'in hissedarlari ve bu hissedarlar tarafindan sahip olunan sirketlerle, bunlarin yoneticileri ve
iliskili olduklan bilinen diger gruplar, iliskili taraflar olarak tanimlanmiglardir.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2005
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

i. Earnings Per Share:
Earning per share stated on statements of income is calculated by dividing net profit by the weighted average number
of ordinary shares outstanding during the year.

j-  Events After Balance Sheet Date:
Events after the balance sheet date are those events, favourable and unfavourable, that occur between the balance sheet
date and the date when the financial statements are authorised for issue. Two types of events can be identified:

- those that provide evidence of conditions that existed at the balance sheet date (adjusting events after the balance
sheet date); and

- those that are indicative of conditions that arose after the balance sheet date (non-adjusting events after the balance
sheet date).

The Company records adjusting events after the balance sheet date and disclose non-adjusting events after the balance
sheet date on the attached financial statements.

k. Provisions, Contingent Liabilities, Contingent Assets:
Provisions are recognized when the Company has a present obligation as a result of a past event, and it is probable
that the Company will be required to settle that obligation. Provision are measured at the Company’s Management
best estimate of the expenditure required to setle the obligation at the balance sheet date, and are discounted to present
value where the effect is material.

A contingent liability is a possible obligation that arises from the past events and whose existence will be confirmed
only by the occurence or non-occurence of one or more uncertain future events not wholly within the control of the
entity or a present obligation that arises from the past events but is not recognised because; it is not probable that an
outflow of resources embodying economic benefits will be required to settle the obligation; or the amount of the
obligation cannot be measured with sufficient reliability. A contingent liability is disclosed, unless the possibility of an
outflow of resources embodying economic benefits is remote.

A contingent asset is a possible asset that arises from past events and whose existence will be confirmed only by the
occurence or non-occurence of one or more uncertain future events not wholly within the control of the entity. A
contingent assets is disclosed, where an inflow of economic benefits is probable.

I.  Changes in Accounting Policies, Accounting Estimates and Errors:
Adjustments due to the changes in accounting policies or accounting errors are applied retrospectively and the financial
statements of the previous year are restated changes in accounting estimates are deemed to affect that period only,
and thus adjustments applied in the current period. If however the estimated changes are for the following periods,
changes are applied both on the current and following periods prospectively.

m. Financial Leases:
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of
ownership to the lessee. All other leases are classified as operating leases.

Assets held under finance leases are recognized as assets of the Company at their fair value at the inception of the lease
or, if lower, at the present value of the minimum lease payments. The corresponding liability to the lessor is included
in the balance sheet as a finance lease obligation. Lease payments are apportioned between finance charges and reduction
of the lease obligation so as to achieve a constant rate of interest on the remaining balance of the liability. Finance
charges are charged to profit or loss, unless they are directly attributable to qualifying assets, in which case they are
capitalized in accordance with the Company's general policy on borrowing costs.

Rentals payable under operating leases are charged to profit or loss on a straight-line basis over the term of the relevant
lease. Benefits received and receivable as an incentive to enter into an operating lease are also spread on a straight-
line basis over the lease term.

n. Related Parties:
For the purpose of accompanying financial statements, shareholders’ of the Company and other companies owned by
the shareholders’, their directors and key management personnel and any companies in which they are known to be
related, are considered and referred to as related parties.
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3 - UYGULANAN DEGERLEME ILKELERi / MUHASEBE POLITIKALARI (devam)

o. Finansal Bilgilerin Boliimlere Gére Raporlanmasi:
Sirket sadece motorlu tagit Uretmek, ithal ve ihrag etmek gibi tek bir alanda faaliyet gostermektedir ve bununla birlikte
yurtdisina satisindan olusan geliri toplam gelirin ytizde |0’nundan daha az oldugu icin enddstriyel veya cografi boltimlere
iliskin raporlamasi bulunmamaktadir.

p. lIngaat Sozlesmeleri:
Bulunmamaktadir.

r. Durdurulan Faaliyetler:
Bulunmamaktadir.

s. Devlet Tesvik ve Yardimlari:
Bulunmamaktadir.

t. Kurum Kazanci Uzerinden Hesaplanan Versgiler:
Gelir vergisi gideri, cari vergi ve ertelenen verginin toplamindan olusur.

Cari yil vergi yukumltltigt, dénem kaninin vergiye tabi olan kismi tizerinden hesaplanir. Vergiye tabi kar, diger yillarda
vergilendirilebilen veya indirilebilen gelir veya gider kalemleri ile vergilendirilemeyen veya indirilemeyen kalemleri harig
tuttugundan dolay, gelir tablosunda belirtilen kardan farklilik gdsterir. Sirketin cari vergi yakumltlugt bilango tarihi itibariyle
yasallasmig ya da 6nemli ¢l¢tide yasallasmis vergi orani kullanilarak hesaplanmistir.

Ertelenen vergi yukimliltgu veya varlig), varliklanin ve ytkumldliklerin mali tablolarda gosterilen tutarlar ile yasal vergi
matrahi hesabinda dikkate alinan tutarlan arasindaki gegici farkliliklarin bilango yontemine gére vergi etkilerinin yasalasmig
vergi oranlart dikkate alinarak hesaplanmasiyla belilenmektedir. Ertelenen vergi yukimlultkleri vergilendirilebilir gegici
farklarin timu igin hesaplanirken, indirilebilir gecici farklardan olusan ertelenen vergi varliklar, gelecekte vergiye tabi kar
elde etmek suretiyle bu farklardan yararlanmanin kuvvetle muhtemel olmasi sartiyla hesaplanmaktadir. Serefiye veya
isletme birlesmeleri disinda varlik veya ytkimltltklerin ilk defa mali tablolara alinmasindan dolayi olusan ve hem ticari hem de
mali kar veya zarari etkilemeyen gegici zamanlama farklarina iliskin ertelenen vergi yukimlaligt veya varligr hesaplanmaz.

Ertelenen vergi varliginin kayitli degeri, her bir bilango tarihi itibariyle gézden gegirilir. Ertelenen vergi varliginin bir kisminin
veya tamaminin saglayacag| faydanin elde edilmesine imkan verecek diizeyde mali kar elde etmenin muhtemel olmadig
olglide, ertelenen vergi varliginin kayrth degeri azaltilir.

Ertelenmis vergi, varliklarin olustugu veya ytkumlukltklerin yerine getirildigi ddnemde gegerli olan vergi oranlari tizerinden
hesaplanir ve gelir tablosuna gider veya gelir olarak kaydedilir. Bununla birlikte, ertelenen vergi, ayni veya farkli bir dénemde
dogrudan 6z sermaye ile iliskilendirilen varliklaria ilgili ise dogrudan &z sermaye hesap grubuyla iliskilendirilir.

Odenecek cari vergi tutarlan, pegin denen vergi tutarlanyla iligkili oldugundan netlestirilmektedir. Ertelenmis vergi alacag
ve yukumldlugt de ayni sekilde netlestirilmektedir.

u. Calisanlara Saglanan Faydalar/ Kidem Tazminatlari:
Turkiye'de mevcut kanunlar ve toplu is sézlesmeleri hikimlerine gore kidem tazminati, emeklilik veya isten ¢ikariima
durumunda 6denmektedir.

llisikteki mali tablolarda Not 22'de detaylandirildigi gibi, Uluslararasi Muhasebe Standarti No: |9 “Personele saglanan
faydalar’” uygulanmistir.

v. Emeklilik Planlari:
Bulunmamaktadir.

y. Tarimsal Faaliyetler:
Bulunmamaktadir.

z.  Nakit Akim Tablosu:
Sirket net varliklarindaki degisimleri, finansal yapisini - ve nakit akimlarinin tutar ve zamanlamasini degisen sartlara gére
yonlendirme yetenegi hakkinda mali tablo kullanicilarina bilgi vermek Uzere, nakit akim tablolarini diizenlemektedir.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2005

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Segmental Information:

No business segment or geographical segment is identified as reportable segment, as the company only operates in
producing, importing and exporting vehicles, and its export sales to external customers is less than 10 percent of its
total revenue.

Construction Agreements:
None.

Discontinued Operations:
None.

Government Grants and Incentives:
None.

Taxation and deferred tax:
Income tax expense represents the sum of current tax and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as reported in the
income statement because it excludes items of income or expense that are taxable or deductible in other years and it
further excludes items that are never taxable or deductible. The Company's liability for current tax is calculated using
tax rates that have been enacted or substantively enacted by the balance sheet date.

Deferred tax is recognized on differences between the carrying amounts of assets and liabilities in the financial statements
and the corresponding tax bases used in the computation of taxable profit, and is accounted for using the balance sheet
liability method. Deferred tax liabilities are generally recognized for all taxable temporary differences and deferred tax
assets are recognized to the extent that it is probable that taxable profits will be available against which deductible
temporary differences can be utilized. Such assets and liabilities are not recognized if the temporary difference arises
from goodwill or from the initial recognition (other than in a business combination) of other assets and liabilities in a
transaction that affects neither the taxable profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that it is
no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or the
asset realized. Deferred tax is charged or credited to profit or loss, except when it relates to items charged or credited
directly to equity, in which case the deferred tax is also dealt with in equity.

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

Employee Benefits / Retirement Pay Provision:
Under Turkish law and union agreements, lump sum payments are made to employees retiring or involuntarily leaving
the Company.

International Accounting Standard No. 19 (revised) ‘Employee Benefits' (“IAS 19”) has been applied in the accompanying
financial statements as detailed in Note 22 (“Provisions”).

Retirement Plan:
None.

Agricultural Activities:
None.

Statements of Cash Flows:
The Company prepares its statements of cash flows to inform financial statement analyst about the change in the assets,
financial structure and the ability to direct cash flow amounts and timing according to the economic situation.
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KARSAN OTOMOTIV SANAYIi VE TICARET ANONIM SIRKETI
2005 YILI FAALIYET RAPORU

31 ARALIK 2005 TARIHLERI iTIBARIYLE MALI TABLOLARA iLiSKiN DiPNOTLAR

4. HAZIR DEGERLER

31 Aralik 2005 31 Aralik 2004

YTL YTL

Kasa 2.650 5.585
Vadesiz mevduatlar 208.180 136.321
Diger hazir degerler - 50
210.830 141.956

5. MENKUL KIYMETLER

6. FINANSAL BORGLAR

Sirket'in 31 Aralik 2005 ve 31 Aralik 2004 tarihleri itibariyle menkul kiymetleri bulunmamaktadir.

31 Aralik 2005 31 Aralik 2004

YTL YTL

Kisa vadeli banka kredileri 5.881.669 35431.939
Uzun vadeli finansal borglann kisa vadeli kisimlan (net) 12.814.807 [.033.238
Uzun vadeli finansal borglar 73.365.591 21.317.205
Toplam finansal borglar 92.062.067 57.782.382

Finansal borglarn geri 6deme vadeleri asagidaki gibidir:

31 Aralik 2005 31 Aralik 2004

YTL YTL

0 — | yil igerisinde 6denecekler 18.696.476 36.465.177
| — 2 yil igerisinde 6denecekler 15.638.319 21.317.205
2 — 3 yll igerisinde 6denecekler 14431.818 -
3 — 4 yll igerisinde 6denecekler 14.431.818 -
4 — 5 yil icerisinde 6denecekler 14.431.818 -
5 — 6 yll icerisinde 6denecekler 14431.818 -
92.062.067 57.782.382

(*) 50.000.000 EUR tutarindaki banka kredisi (79.375.000 YTL) degisken faiz oranindan (Euribor + % 3,75) olusmakta
ve Sirketi degisken faiz orani riskine maruz birakmaktadir. Bu kredi EUR 50.000.000 (79.375.000 YTL) tutarindaki ipotek
ile glivence aftina alinmistir ve 129.799 EUR (206.056 YTL) tutanindaki kredi icin, 129.799 EUR (206.056 YTL) tutarinda
teminat mektubu verilmistir (2004: 519.194 EUR ( 948.464 YTL).
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ANNUAL REPORT 2005

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2005

4. CASH and CASH EQUIVALENTS

31 December 2005

P | I-OPERATIONS

31 December 2004

YTL YTL

Cash 2.650 5.585
Demand deposits 208.180 136321
Other liquid assets - 50
210.830 141.956

5. MARKETABLE SECURITIES

As at 31 December 2005 and 3| December 2004 there is no marketable securities.

6. BORROWINGS

31 December 2005

31 December 2004

YTL YTL
Short term bank loans 5.881.669 35.431.939
Current portion of long term borrowings (net) 12.814.807 1.033.238
Long term borrowings 73365591 21.317.205
Total borrowings (*) 92.062.067 57.782.382

Analysis of total borrowings repayments is as follows

31 December 2005

31 December 2004

YTL YTL

In one year 18.696.476 36.465.177
Between one to two years 15.638319 21.317.205
Between two to three years 14.431.818 -
Between three to four years 14.431.818 -
Between four to five years 14.431.818 -
Between five to six years 14431.818 -

92.062.067 57.782.382

(*) Bank loans of EUR 50.000.000 (YTL 79.375.000) are arranged at floating rates (Euribor + % 3,75) and expose
the Company to cash flow interest rate risk. This loan is secured by mortgage of EUR 50.000.000 (YTL 79.375.000).
The company has given guarantee letter amounting EUR 129.799 (YTL 206.056) for loan amounting EUR 129.799
(2004: EUR 519.194 (YTL 948.464). The Company's Management believes the interest rates reflect fair value.
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31 ARALIK 2005 TARIHLERI iTIBARIYLE MALI TABLOLARA iLiSKiN DiPNOTLAR

Kisa Vadeli Finansal Borglar:

Doviz Tahakkuk 31 Aralik

Vade Miktari / Cinsi Faiz Orani | Eden Faiz Anapara 2005
YTL YTL YTL

Ocak 2006- Eylul 2006 3.550.000 Euro %5,14-5,50 246,044 5.635.625 | 5.881.669

246.044 | 5.635.625 | 5.881.669

Uzun vadeli kredilerin kisa vadeli anapara taksitleri ve

faizleri
Déviz Tahakkuk 31 Aralik
Vade Miktari / Cinsi Faiz Orani | Eden Faiz Anapara 2005
YTL YTL YTL
Ocak 2006- Eylil 2006 7.175.253 Euro 93,14-5,90 1.424.093 [1.390.714 | 12.814.807

1.424.093 | 11.390.714 |12.814.807

Kisa Vadeli Finansal Borglar

Doviz Tahakkuk 31 Aralik

Vade Miktari / Cinsi Faiz Orani | Eden Faiz Anapara 2004
YTL YTL YTL

Subat 2005- Mayis 2005 20.135.125 YTL | 9%20,25-21,50 65977 | 20.135.125 | 20201.102
Mart 2005- Eylul 2005 4.500.000 Euro 95,00-8,00 198.790 8.220.600 | 8419390
Subat 2005- Haziran 2005 5.000.000 USD %6,25-8,00 100.947 6.710500 | 6.811.447

365.714 | 35.066.225 35.431.939

Uzun vadeli kredilerin kisa vadeli anapara taksitleri ve

faizleri
Doviz Tahakkuk 31 Aralik
Vade Miktari / Cinsi Faiz Orani | Eden Faiz Anapara 2004
YTL YTL YTL
Haziran 2005- Aralik 2005 389.396 Euro | Euribor+%0,50 321.890 711348 | 1.033.238

321.890 711.348 | 1.033.238

Uzun Vadeli Krediler:

Doviz Faiz
Miktar Cinsi Vade Orani 31 Aralik 2005
YTL
46.214.545 Euro Subat 2007-Eylul 201 1 %5,33-5,902 73.365.591
73.365.591

Doviz Faiz
Miktar Cinsi Vade Orani 31 Aralik 2004
YTL
5.150.000 Euro Ocak- Kasim 2006 %5,30-7,13 9.408.020
4.850.000 usb Ocak- Eylil 2006 %6,28-7,10 6.509.185
5.400.000 YTL Mayis- Aralik 2006 %2 1,45-24,65 5.400.000
21.317.205

31 Aralik 2005 itibariyle, Sirket |10.027.600 YTL (82.000.000 ABD Dolart) (2004: 36.236.700 YTL (27.000.000 ABD
Dolar)) tutarinda bankalardan tahsis edilen fakat kullaniimayan kredi limitine sahiptir.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2005

Short term borrowings:

Currency Accrued | Principal |31 December

Maturity Amount / Type Interest Interest Value 2005
Rate YTL YTL YTL

January 2006- September 2006  3.550.000 Euro | %5,14-5,50 246044 |  5.635.625 5.881.669

246.044 | 5.635.625 5.881.669

Current portion of long-term borrowings:

Currency Accrued | Principal |31 December
Maturity Amount / Type Interest Interest Value 2005
Rate YTL YTL YTL
January 2006- September 2006 7.175.253 Euro | 9%3,14-5,90 1.424.093 | 11390714 12.814.807
1.424.093 | 11.390.714 12.814.807

Short term borrowings:
Currency Accrued | Principal| 31 December
Maturity Amount / Type Interest Interest Value 2004
Rate YTL YTL YTL
February 2005- May 2005 20.135.125 YTL {%20,25-21,50 65977 | 20.135.125 20.201.102
March 2005- September 2005 4.500.000 Euro | 9%5,00-8,00 198.790 8.220.600 8.419.390
February 2005- June 2005 5.000.000 USD |  %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:

Currency Accrued | Principal| 31 December
Maturity Amount / Type Interest Interest Value 2004
Rate YTL YTL YTL
June 2005- December 2005 389.396 Euro | Eunbor+94050 321.890 711.348 1.033.238
321.890 711.348 1.033.238

Long term borrowings:
Currency Interest 31 December
Amount Type Maturity Rate 2005
YTL
46.214.545 Euro | February 2007-September 201 | 95,33-5,902 73.365.591
73.365.591
Currency Interest 31 December
Amount Type Maturity Rate 2004
YTL
5.150.000 Euro January-November 2006 9%5,30-7,13 9.408.020
4.850.000 usb January-September 2006 %6,28-7,10 6.509.185
5.400.000 YTL May-December 2006 %2 1,45-24,65 5.400.000
21.317.205

At 31 December 2005, the Company had available YTL [10.027.600 (USD 82.000.000) (2004: YTL 36.236.700 (USD
27.000.000)) of undrawn committed borrowing facilities in respect of which all conditions precedent had been met.
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KARSAN OTOMOTIV SANAYIi VE TICARET ANONIM SIiRKETI

2005 YILI FAALIYET RAPORU

31 ARALIK 2005 TARIHLERI iTIBARIYLE MALIi TABLOLARA iLiSKiN DiPNOTLAR

7. TICARi ALACAKLAR VE TiCARi BORGCLAR

2)

b)

Kisa Vadeli Ticari Alacaklar — net
31 Aralik 2005 31 Aralik 2004
YTL YTL
Ticari alacaklar 18364.273 8.620.203
Ticari alacaklar reeskontu (-) (96.145) (105.135)
Alacak senetleri 5.156.254 217410
Alacak senetleri reeskontu (-) (382.249) (11.314)
Diger ticari alacaklar 4.623 4.640
23.046.756 8.725.804

Kisa Vadeli Ticari Borglar — net

31 Aralik 2005 31 Aralik 2004
YTL YTL
Ticari borglar 7.779.775 [1.148.929
Ticari borg reeskontu (-) (44.288) (138.539)
Borg senetleri - 666.767
Borg senetleri reeskontu (-) - (1.129)
7.735.487 11.676.028

FINANSAL KIRALAMA ALACAKLARI VE BORCLARI

31 Aralik 2005 tarihi itibariyle finansal kiralama borglar asagidaki gibidir;

Asgari kira 6demeleri

Asgari kira 6demelerinin

bugiinkii degeri

31 Aralik 2005 | 31 Aralik 2004 | 31 Aralik 2005 | 31 Aralik 2004
Odenecek finansal tutarari
Bir yil igcinde 314.987 441.054 306.293 419.233
Ikinci ve besinci yil arasindakiler 42991 358314 41.676 347270

357978 799.368 347.969 766.503

Eksi: gelecege ait finansal giderler (10.009) (32.865) - -
Kiralama ytkimlultklerin bugtinki degeri 347969 766.503 347969 766.503
Eksi: 12 ay icindeki 6denecek borg
(kisa vadeli borglar kismindaki) (306.293) (419.233)
|2 aydan sonraki 6deneceklere
iliskin borg 41.676 347.270
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2005

7. TRADE RECEIVABLES AND TRADE PAYABLES

a) Short term trade receivables — net

b)

31 December 2005

31 December 2004

YTL YTL

Trade receivables 18.364.273 8.620.203
Discount on trade receivables (-) (96.145) (105.135)
Notes receivable 5.156.254 217410
Discount on notes receivables (-) (382.249) (11.314)
Other trade receivables 4.623 4.640
23.046.756 8.725.804

Short term trade payables — net

31 December 2005

31 December 2004

YTL YTL

Trade payables 7779775 [1.148.929
Discount on trade payables (-) (44.288) (138.539)
Notes payable - 666.767
Discount on notes payable (-) - (1.129)
7.735.487 11.676.028

FINANCE LEASE RECEIVABLES AND OBLIGATIONS FROM FINANCE LEASES

As at 31 December 2005 the financial lease payables are as follows;

Minimum lease payments

Present value of minimum
lease payments

31 December | 31 December | 31 December | 31 December
2005 2004 2005 2004
Amounts payable under finance leases
Within one year 314.987 441.054 306293 419233
In the second to fifth years inclusive 42991 358314 41.676 347270
357978 799.368 347.969 766.503
Less: future finance charges (10.009) (32.865) - -
Present value of lease obligationsi 347.969 766.503 347.969 766.503
Less: Amount due for settlement
within 12 months
(shown under current liabilities) (306.293) (419.233)
Amount due for settlement after
12 months 41.676 347.270
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2005 YILI FAALIYET RAPORU

31 ARALIK 2005 TARIHLERI iTIBARIYLE MALI TABLOLARA iLiSKiN DiPNOTLAR

9. iLiSKiLI TARAFLARDAN ALACAKLAR VE BORCLAR iLE iLiSKiLi TARAFLARLA YAPILAN

iSLEMLER

31 Aralik 2005 ve 31 Aralik 2004 tarihleri itibariyle iligkili taraflardan alacaklar ve borglar asagidaki gibidir:

31 Aralik 2005 31 Aralik 2004
YTL YTL
Ticari Islemler
a) Ortaklardan alacaklar (net)
Kiraga Otomotiv Sanayi ve Ticari Yatinmlar AS.
("Kiraga Otomotiv") - 38716
lligkili sirketlerden alacaklar (net) 4161919 [5311.385
4.161.919 15.350.101
Ticari Islemler
b) Ortaklara borglar (net)
Kiraga Otomotiv 11,964 -
llikili sirketlere borglar (net) |.172.679 9.254.894
Personele borglar (net) 446.864 388416
1.631.507 9.643.310
Ticari Islemler
c) lligkili sirketlere stoklar igin verilen siparig
avanslan (*) 7021411 906.230

(*) Not 12'de gosterilmistir.

31 Aralik 2005 ve 2004 tarihlerinde sona eren yillar igcinde iliskili taraflarla yapilan islemler asagidaki gibidir:

2005 2004
YTL YTL
Ticari Islemler
Diger iliskili sirketlere yapilan satiglar 655.098 1.935.101
2005 2004
YTL YTL
Karsan Pazarlama
Satislar 4.630.900 14318212
Satis ladeleri (5.301.600) (1.312.400)
Komisyon Gideri (2.477.538) -

|6 Haziran 2005 tarihinde lansmani yapilan |9 Premier aracin fiyatinin, piyasadaki eski model |9 stoklarinin varligi sebebiyle,
olumsuz etkilenmemesi icin ve Peugeot Otomotiv Pazarlama A$.'ye stogun eritilmesi konusunda destek olmak amaciyla
2004 yilinda Peugeot Otomotiv Pazarlama A.§ disinda Karsan Pazarlama A.$'ye de arag satmistir.

Piyasadaki kur dustst sebebiyle olusan fiyat rekabetine ayak uydurabilmek adina, 2005 yilinda Karsan Pazarlama A.$ bu
eski versiyon |9 araglar icin mecburen fiyat indirimi uygulamasina gitmistir. Zira, stogundaki araglar tamamen eski |9 araglarinin
satigina destek igin almis olmasi, Grtin gaminda J9'dan bagka arag bulunmamasi ve elindeki stogun eritilmesi disinda bagka
ara¢ satmayacak olmasi dolayisiyla, Karsan Pazarlama A.S.'ya destek amaciyla satis komisyonu ddenmesine karar verilmistir.
Karsan Pazarlama A.S, Karsan Otomotiv San. Ve Tic. A.S.'ne 2005 yilinda 2.477.538 YTL, satis komisyonu faturasi kesmistir.

2005 yilinda satig komisyon faturalarinin yanisira, 200 adet ]9 Karsan Pazarlama A.S.'ve satilan fiyatla iade alinmig ve yerine
degisik ozelliklerde 175 adet J9 satilmistir.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2005

9. DUE FROM/TO RELATED PARTIES

The balances of due from and due to related parties at 3| December 2005 and 3| December 2004

are as follows:

31 December 2005

31 December 2004

YTL YTL
Trading Transactions
a) Due from Shareholders (net)
Kiraga Otomotiv Sanayi ve Ticari Yatinmlar AS.
(“Kiraga Otomotiv”) - 38716
Due from Other Related Parties (net) 4.161.919 [5311.385
4.161.919 15.350.101
Trading Transactions
b) Due to Shareholders (net)
Kiraga Otomotiv 1,964 -
Due to Other Related Parties (net) 1.172.679 9.254.894
Due to Personnel (net) 446.864 388416
1.631.507 9.643.310
Trading Transactions
c) Advances given for inventories to other
related parties(net) (¥) 7021411 906.230

(*) Included in inventory section, Note 12

The summary of major transactions with related parties for the year ended 3|1 December 2005 and 2004 are as follows:

2005 2004
YTL YTL
Trading Transactions
Sales to Other Related Parties 655.098 1.935.101
2005 2004
YTL YTL
Karsan Pazarlama
Sales 4.630.900 14318212
Sales Returns (5.301.600) (1.312.400)
Commission Expenses (2.477.538) -

In 2004, in order to avoid the potential negative price effect on new version of |9 (Premier) that was to be launched

on |6 June 2005, and also to reduce its existing stock of old ]9, the Company sold old ]9 vehicles to its related party

Karsan Pazarlama A.S. In 2005, the pricing of old J9 was decreased due to price competition as a result of decline in

foreign exchange rates. Since the main purpose of Karsan Pazarlama A.S. is to sell the old version of |9, and since it does

not have any other type of vehicles in its stocks to sell, the Company has decided to pay sales commissions to Karsan

Pazarlama A.S. to compensate sales price deductions. In 2005, the Company paid sales commissions which amounted
to 2.477.538 YTL to Karsan Pazarlama to support the sales of these old ]9 vehicles.

In addition to sales commission, Karsan Pazarlama A.$. exchanged 200 of its old |9 vehicles to the Company at their

original price and received from the Company |75 old ]9 vehicles having different features.
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KARSAN OTOMOTIV SANAYIi VE TICARET ANONIM SIRKETI
2005 YILI FAALIYET RAPORU

31 ARALIK 2005 TARIHLERI iTIBARIYLE MALI TABLOLARA iLiSKiN DiPNOTLAR

9. iLiSKiLI TARAFLARDAN ALACAKLAR VE BORCLAR iLE iLiSKiLi TARAFLARLA YAPILAN

iSLEMLER (devami)

2005 2004
YTL YTL
Ticari Islemler
Diger iliskili sirketlerden alinan alimlar 139.988.584 [83.504.959
Ortaklardan alinan hizmetler
Kiraga Otomotiv 1.317.328 [.140.304
Diger iligkili sirketlerden alinan hizmetler 12936 6.812
141.318.848 184.652.075
Diger islemler:
2005 2004
YTL YTL
Ust yénetime saglanan menfaatler
Saglanan kisa vadeli menfaatler 1.747.797 1.733.125
10. DIGER ALACAKLAR VE BORCLAR
a) Kisa Vadeli Diger Alacaklar
31 Aralik 2005 ve 3| Aralik 2004 tarihleri itibariyle diger alacaklar ve dénen varliklar asagidaki gibidir:
31 Arahk 31 Arahk
2005 2004
YTL YTL
Devreden KDV 136.723 -
Diger KDV 13618 184.775
Diger cesitli alacaklar 63.144 75458
213.485 260.233
b) Kisa Vadeli Diger Borglar
31 Arahk 31 Arahk
2005 2004
YTL YTL
Odenecek SSK primleri 598.192 506.653
Odenecek vergi ve harglar 895.096 1.914.522
Diger vergi ve yukimlulukler 80.641 171453
1.573.929 2.592.628

I1. CANLI VARLIKLAR (NET)

31 Aralik 2005 ve 31 Aralik 2004 tarihleri itibariyle canli varliklar bulunmamaktadir.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2005

9. DUE FROM/TO RELATED PARTIES (cont’d)

2005 2004
YTL YTL
Trading Transactions
Purchase from Other Related Parties 139.988.584 183.504.959
Services Received From Shareholders
Kiraga Otomotiv 1.317.328 [.140.304
Services Received From Related Parties 12936 6.812
141.318.848 184.652.075
Other transactions:
2005 2004
YTL YTL
Compensation of key management personnel
Compensation provided 1.747.797 1.733.125
10. OTHER RECEIVABLES AND PAYABLES
a) Other Short Term Receivables

31 December 31 December
2005 2004
YTL YTL
VAT carried forward 136.723 -
Other VAT 13.618 184.775
Other receivables 63.144 75458
213.485 260.233

b) Other Short Term Payables
31 December 31 December
2005 2004
YTL YTL
Social security premiums payable 598.192 506.653
Taxes and funds payable 895.096 1.914.522
Other payables 80.641 171453
1.573.929 2.592.628

BIOLOGICAL ASSETS (NET)

As at 31 December 2005 and 31 December 2004 there is no biological assets.
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12. STOKLAR (NET)

31 Aralik 2005 ve 31 Aralik 2004 tarihleri itibariyle stoklar asagidaki gibidir:

31 Aralik 2005 31 Aralik 2004

YTL YTL

Ik madde ve malzeme I'1.364.440 15.951.202
Yar mamdiller 1.294.844 1.859.624
Mamdiller 2.618.259 2.296.549
Ticari mallar 893.111 [.179.746
Diger stoklar 207 93.347
Stok deger dustklizsi karsiligi (-) - (45.110)
Verilen siparis avanslar 10.227.549 22.077.131
26.398.410 43.412.489

2005 ve 2004 yillarinda stok deger dustklGgt karsiliginda gerceklesen hareketler asagidaki gibidir:

2005 2004
YTL YTL
| Ocak, agilis bakiyesi 45.110 409.846
Konusu kalmayan karsilik (45.110) (314.909)
Parasal kazang - (49.827)
31 Aralik kapanis bakiyesi - 45.110

13. DEVAM EDEN iNSAAT SOZLESMELERiI ALACAKLARI VE HAKEDI$ BEDELLERI

31 Aralik 2005 ve 31 Aralik 2004 tarihleri itibariyle devam eden ingaat sézlesmelerine iliskin alacaklart ve hakedis bedelleri
bulunmamaktadir.

14. ERTELENEN VERGI VARLIKLARI VE YUKUMLULUKLERi VE VERGILENDIRME

Sirket, vergiye esas yasal mali tablolari ile UFRS'ye gére hazirfanmig mali tablolart arasindaki farkliliklardan kaynaklanan
gegici zamanlama farklan igin ertelenmis vergi varligi ve ytukimltltig muhasebelestirmektedir. S6z konusu farkliliklar
genellikle bazi gelir ve gider kalemlerinin vergiye esas mali tablolar ile UFRS'ye gére hazirlanan mali tablolarda farkli
dénemlerde yer almasindan kaynaklanmaktadir.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2005

12.INVENTORIES (NET)

As at 31 December 2005 and 3| December 2004, inventories are as follows:

31 December 2005

31 December 2004

YTL YTL

Raw materials [1.364.440 15.951.202
Work in progress 1.294.844 1.859.624
Finished goods 2618259 2296549
Trade goods 893.111 [.179.746
Other inventories 207 93.347
Allowance for diminution in value of inventories (-) - (45.110)
Advances given 10.227.549 22.077.131
26.398.410 43.412.489

Movements in the allowance for diminution in value during 2005 and 2004 are as follows:

2005 2004

YTL YTL

Beginning balance at | January 45.110 409.846
Provision releases (45.110) (314.909)
Monetary gain - (49.827)
Ending balance at 31 December - 45.110

13.

14.

RECEIVABLES FROM CONSTRUCTION CONTRACTS IN PROGRESS

As at 31 December 2005 and 31 December 2004 there is no receivables from ongoing construction contracts in

progress.

DEFERRED TAX ASSET AND LIABILITIES

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 as stated below.
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14. ERTELENMIS VERGI VARLIKLARI VE YUKUMLULUKLERI VE VERGILENDIRME (devami)

31 Aralik 2005 31 Aralik 2004
YTL YTL

Ertelenmis vergiye baz teskil eden zamanlama

farkliliklar::

Maddi ve maddi olmayan duran varliklar 23392941 27.643.296
Kidem tazminati karsiligi (1.006.330) (1.078.753)
Yararlanilacak yatinm indirimi (52.249.795) (49.189.713)
Reel olmayan finansman maliyetleri (1.616.681) (2.155.574)
Stoklarin endekslenmesi 198.244 (1.378.753)
Finansal kiralama borglari (141.761) (401.580)
Alacak ve borg reeskontu (170.108) (505.034)
Pesin 6denen giderler - 132270
Gelir ve gider tahakkuklari (net) 206.880 509.564
Vergiden mahsup edilecek gecmis yil zararlan (74.595.894) (42.955.327)

(105.982.504)

(69.379.604)

Ertelenmis vergi orani yatinm indirimi harig 9%30'dur (2004: %30).

Ertelenmis vergi varliklari / ytikiimliilikleri:

31 Aralik 2005 31 Aralik 2004

YTL YTL

Maddi ve maddi olmayan duran varliklar 7.017.882 8.292.989
Kidem tazminati karsiligi (301.899) (323.626)
Yararlanilacak yatinm indirimi (6.231.186) (5.382.990)
Reel olmayan finansman maliyetleri (485.004) (646.672)
Stoklarin endekslenmesi 59473 (413.626)
Finansal kiralama borglari (42.528) (120.474)
Alacak ve bor¢ reeskontu (51.032) (151.510)
Pesin 6denen giderler - 39.681
Gelir ve gider tahakkuklan (net) 62.064 152.869
Vergiden mahsup edilecek gecmis vil zararlan (22.378.768) (12.886.598)
Ertelenmis vergi aktifi (22.350.998) (11.439.957)
Karsilik 22350998 -
Ertelenmis vergi aktifi (net) - (11.439.957)

Bilango tarihi itibariyle, Sirket'in ileriki donemlerde elde edilecek karlarindan indirebilecegi kullanilmayan gegmis yil mali
zararlari tutari 22.378.768 YTL'dir (2004: 12.886.598 YTL). Sirket 2005 yilinda ertelenmis vergi varligina karsilik ayirmistir.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2005

14. DEFERRED TAX AND LIABILITIES (cont’d)

31 December 2005 31 December 2004
YTL YTL

Temporary differences subject

to deferred tax:

Property, plant and equipment and intangible assets 23.392.941 27.643.296
Retirement pay provision (1.006.330) (1.078.753)
Unused investment incentive (52.249.795) (49.189.713)
Finance cost (1.616.681) (2.155.574)
Restatement of inventories 198.244 (1.378.753)
Financial lease payables (141.761) (401.580)
Discount on receivables and payables (170.108) (505.034)
Prepaid expenses - 132270
Income and expense accruals (net) 206.880 509.564
Carried forward tax losses (74.595.894) (42.955.327)
(105.982.504) (69.379.604)

Deferred tax (assets) / liabilities:

Tax rate applied on deferred tax is 30% (2004: 30%) for all timing differences except investment incentive.

31 December 2005 31 December 2004

YTL YTL

Property, plant and equipment and intangible assets 7.017.882 8.292.989
Retirement pay provision (301.899) (323.626)
Unused investment incentive (6.231.186) (5.382.990)
Finance cost (485.004) (646.672)
Restatement of inventories 59473 (413.626)
Financial lease payables (42.528) (120.474)
Discount on receivables and payables (51.032) (151.510)
Prepaid expenses - 39.681
Income and expense accruals (net) 62.064 152.869
Carried forward tax losses (22.378.768) (12.886.598)
Deferred tax asset (22.350.998) (11.439.957)
Provision 22.350.998 -
Deferred tax asset (net) - (11.439.957)

At the balance sheet date, the Company has unused tax losses of YTL 22.378.768 (2004: YTL 12.886.598) available
for offset against future profits. In year 2005, the Company has provided provision for its deferred tax asset.
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14. ERTELENMIS VERGI VARLIKLARI VE YUKUMLULUKLERI VE VERGILENDIRME (devami)

Kullanilmamis gegmis yil zararlaninin son kullanma tarihleri asagidaki gibidir:

31 Aralik 2005

YTL

2005 yilinda sona erecek -

2006 yilinda sona erecek 16.520.408

2007 yilinda sona erecek |7.265.629

2008 yilinda sona erecek 4.083.154

2009 yilinda sona erecek 3.923.923

2010 yilinda sona erecek 32.802.780

Toplam 74.595.894
2005 2004
YTL YTL

Ertelenmis vergi (aktifi) / pasifi hareketi:

| Ocak, agilis bakiyesi (11.439.957) (14.030.064)
Parasal kayip - |.705.718
Ertelenmis vergi gideri (net) [1.439.957 884.389
31 Aralik, kapanig bakiyesi - (11.439.957)

15. DIGER CARI/DONEN VARLIKLAR VE DIGER CARi OLMAYAN/DURAN VARLIKLAR

a) Diger Cari Varlklar

31 Aralik 2005 31 Aralik 2004
YTL YTL
Pesin ddenen giderler 1.625.210 1.045.307
Gelir tahakkuklan 168.541 218432
Pesin ddenen vergi ve fonlar I51 5.734
1.793.902 1.269.473

b) Diger Cari Olmayan Varliklar
31 Aralik 2005 31 Aralik 2004
YTL YTL
Tedarikgilerine verilen siparis avanslari 666.975 617913
Diger duran varliklar 101 823.507
667.076 1.441.420

16. FINANSAL VARLIKLAR
Pay 31 Aralik 2005 31 Aralik 2004
Satilmaya hazir finansal varhklar % YTL YTL

Istirakler

Borsada islem gérmeyen <| 2.1 14 2.114

17. YATIRIM AMACLI GAYRIMENKULLER (NET)

31 Aralik 2005 ve 31 Aralik 2004 tarihleri itibariyle yatinm amagl gayrimenkuller bulunmamaktadir.
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14. DEFERRED TAX AND LIABILITIES (cont’d)

Unrecognized tax losses will expire as follows:

31 December 2005

YTL

Expire in 2005 -

Expire in 2006 16.520.408

Expire in 2007 17.265.629

Expire in 2008 4.083.154

Expire in 2009 3.923.923

Expire in 2010 32.802.780

Total 74.595.894
2005 2004
YTL YTL

Deferred tax (asset) / liability movement:

| January, opening balance (11.439.957) (14.030.064)
Monetary gain - [.705.718
Deferred tax (benefit) / expense [1.439.957 884.389
31 December, closing balance - (11.439.957)

15. OTHER CURRENT / LONG TERM ASSETS AND CURRENT / LONG TERM LIABILITIES

a) Other current assets

31 December 2005

31 December 2004

YTL YTL

Prepaid expenses 1.625.210 1.045.307
Income accruals [68.541 218432
Prepaid taxes and funds [51 5734
1.793.902 1.269.473

b) Other long term assets

31 December 2005

31 December 2004

YTL YTL

Advances given to suppliers 666.975 617913
Other long term assets [0] 823.507
667.076 1.441.420

16. FINANCIAL ASSETS

Share 31 December 2005 31 December 2004

Available for sale equity shares % YTL YTL
Equity investments

Unlisted <l 2.114 2.114

17.INVESTMENT PROPERTY (NET)

As at 31 December 2005 and 3| December 2004 there is no investment property.
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18. MADDIi DURAN VARLIKLAR (NET)

Yeralti ve Tesis, Yapilmakta

Arazi ve Yeriistii Makina ve Diger Maddi Olan
Arsalar | Diizenleri Binalar Cihazlar Tagitlar | Demirbaglar Varliklar | Yatirnmlar| Toplam
YTL YTL YTL YTL YTL YTL YTL YTL

Maliyet degeri
I Ocak 2005 6.561.271 8.286.678 | 49.756.121 | 161.614.644 | 2630365 7.283.268 609.786 7.174.183 | 243916316

acilis bakiyesi
Alimlar - 72710 - 790.700 591958 723.800 132.729 9.309.128 | 11.621.025
Cikiglar - - - (1.701) | (1.115.200) (11.514) - (102.630) | (1.231.045)
Transferler - - - 522534l - - - (5225341) -
Maddi olmayan
varliklara transfer - - - - - - - (5.898.881)| (5898881)
31 Aralik 2005 | 6.561.271 8.359.388 | 49.756.121 | 167.628.984 | 2.107.123 7.995.554 742515 | 5.256.459  248.407.415
kapanig bakiyesi
Birikmis
amortismanlar
| I Ocak 2005 - 1592712 | 9449.020 | 123.480.366 839.967 4735733 202915 -1 140300.713
| agili bakiyesi
I Dénem gideri - 333598 1990244 | 7063379 363.844 886.420 120571 - 10758056
Cikiglar - - - (920) | (272913) (4.699) - -1 (278532)
31 Aralik 2005 - 1926310 | 11.439.264 | 130.542.825 930.898 5.617.454 323486 -1150.780.237
kapanis bakiyesi
31 Aralik 2005
itibariyle

Net Defter Degeri | 6.561.271 6.433.078 | 38.316.857 | 37.086.159 | 1.176.225 2.378.100 419.029 | 5256459 97.627.178
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18. TANGIBLE ASSETS (NET)

P | I-OPERATIONS

Machinery Construction
Land and Furnitures Other in
Land | Improvements | Buildings | Equipment | Vehicles Fixtures | Tangibles Progress Total
YTL YTL YTL YTL YTL YTL YTL YTL YTL

Acquisition Cost
Opening balance  |6.561.271 8286.678 | 49.756.121 | 161.614.644 | 2.630365 7.283.268 609.786 7.174.183] 243916316
at'| Jantary 2005
Additions - 72710 - 790.700 591.958 723.800 132729 9.309.128| 11.621.025
Disposals - - - (1.701) | (1.115.200) (11.514) - (102.630)| (1.231.045)
Transfers - - - 5225341 - - - (5225341) -
Transfer to
intangible assets - - - - - (5.898881)| (589888l)
Closing balance at |6.561.271 8.359.388 | 49.756.121 | 167.628.984 | 2.107.123 7.995.554 742515 5.256.459 | 248.407.415
31 December 2005
Accumulated
Depreciation
Opening balance at - 1592712 9.449.020 | 123480366 839.967 4.735.733 202915 -1 140300.713
| January 2005
Charge for the year - 333598 1990244 7063379 363.844 886.420 120571 - 10758056
Disposals - - - (920) | (272913) (4.699) - - (278532)
Closing balance at - 1.926.310 | 11.439.264 | 130.542.825 930.898 5.617.454 323.486 -1 150.780.237
31 December 2005
Net book value
asat
31 December 2005/6.561.271 6.433.078 | 38.316.857 | 37.086.159 | 1.176.225 2.378.100 419.029 | 5.256.459| 97.627.178
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18. MADDIi DURAN VARLIKLAR (NET) (devami)

Yeralti ve Tesis, Yapilmakta

Arazi ve Yeriistii Makina ve Diger Maddi Olan
Arsalar | Diizenleri Binalar Cihazlar Tagitlar | Demirbaglar Varliklar | Yatirnmlar| Toplam
YTL YTL YTL YTL YTL YTL YTL YTL

Maliyet degeri
| Ocak 2004 6.561.271 8.239.054 | 49.756.121 | 160.101.486 1793216 6.756.499 460.340 3.820.563 | 237.488.550

acilis bakiyesi

Alimlar - 47.624 - 938415 1.027.089 527.205 37.746 7324099 9.902.178
Cikiglar - - - - | (189940 (436) - -1 (190376)
Transferler - - - 574743 - - I11.700 | (3.970479)| (3.284.036)
31 Aralik 2004 | 6.561.271 8.286.678 | 49.756.121 | 161.614.644 | 2.630.365 7.283.268 609.786 | 7.174.183 | 243916316
kapanis bakiyesi

Birikmis

amortismanlar

I Ocak 2004 - 1262.061 7458775 | 116718484 407.222 3925372 104217 -1 129.876.131
agilis bakiyesi

Dénem gideri - 330.651 1990245 | 6761882 490449 810.506 98.698 -| 10482431
Clkiglar - - - - (57.704) (145) - - (57.849)
31 Aralik 2004 - 1.592.712 | 9.449.020 | 123.480.366 839.967 4.735.733 202915 -1140.300.713
kapanis bakiyesi

31 Aralik 2004

itibariyle

Net Defter Degeri | 6.561.271 6.693.966 | 40.307.101 | 38.134.278 | 1.790.398 2.547.535 406.871 7.174.183 | 103.615.603

Maddi varliklar i¢in amortisman oranlari agagidaki gibidir:

Yillar
Yeralti ve yerlistU dizenleri 25
Binalar 25
Makina ve cihazlar 10
Tagitlar 4
Doseme ve demirbas 6

Sirket 38.316.857 YTL (2004: 40.307.101 YTL) tutanndaki binalarini, elde edilen krediler karsilizinda ipotek etmistir.
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18. TANGIBLE ASSETS (NET) (cont’d)

Land Machinery Construction
Improvements and Furnitures Other in

Land Buildings | Equipment | Vehicles Fixtures | Tangibles| Progress Total

YTL YTL YTL YTL YTL YTL YTL YTL YTL
Acquisition Cost
Opening balance ~ [6.561.271 8.239.054 | 49.756.121 | 160.101.486 | 1793216 | 6.756.499 460340 |  3.820.563 | 237.488.550
at'| Jandary 2004
Additions - 47.624 - 938415 | 1.027.089 527.205 37746 | 7324099 9902178
Disposals - - - - | (189.940) (436) - -1 (190376)
Transfers - - - 574.743 - - [11.700| (3.970479)| (3.284.036)
Closing balance at |6.561.271 8.286.678 | 49.756.121 | 161.614.644 | 2.630.365 | 7.283.268 609.786 | 7.174.183 | 243.916.316
31 December 2004
Accumulated
Depreciation
Opening balance at - 1262061 7458775 | 116718484 407222 | 3925372 104217 -1 129.876.131
| January 2004
Charge for the year - 330.651 1.990.245 6.761.882 490449 810.506 98.698 -| 10482431
Disposals - - - - (57.704) (145) - - (57.849)
Closing balance at - 1.592.712 | 9.449.020 | 123.480.366 839.967 | 4.735.733 202915 -|140.300.713
3| December 2004
Net book value
asat
31 December 2004 |6.561.271 6.693.966 | 40.307.101 38.134278 | 1.790.398 | 2.547.535 | 406.871 | 7.174.183|103.615.603

Depreciation periods for property, plant and equipment are as follows:

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

The Company has pledged land and buildings with carrying amount of approximately YTL 38.316.857 (2004: YTL 40.307.101)
as collaterial to secure banking facilities granted to the Company.
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19. MADDi OLMAYAN DURAN VARLIKLAR (NET)

Kullanimda olan

Bilgisayar | uriinler icin aktiflesen
Programlari gelistirme maliyetleri Toplam
YTL YTL YTL
Maliyet degeri
| Ocak 2005 agllis bakiyesi 3.709.801 1.345.951 5.055.752
Alimlar 27.154 - 27.154
Cikiglar (36.378) - (36.378)
Maddi varliklardan transfer 736403 5.162.478 5.898.881
31 Aralik 2005 kapanig bakiyesi 4.436.980 6.508.429 10.945.409
Birikmis amortismanlar
| Ocak 2005 agilis bakiyesi [.143.143 22956 1.166.099
Donem gideri 668256 349.699 1.017.955
31 Aralik 2005 kapanis bakiyesi 1.811.399 372.655 2.184.054
31 Aralik 2005 itibariyle
Net Defter Degeri 2.625.581 6.135.774 8.761.355
19. MADDi OLMAYAN VARLIKLAR (NET)
Kullanimda olan
Bilgisayar iiruinler icin aktiflesen
Programlari gelistirme maliyetleri Toplam
YTL YTL YTL
Maliyet degeri
| Ocak 2004 agilis bakiyesi 1.203.382 [17.409 1.320.791
Alimlar 450925 - 450925
Cikiglar - - -
Transfer 2.055.494 1.228.542 3.284.036
31 Aralik 2004 kapanis bakiyesi 3.709.801 1.345.951 5.055.752
Birikmis amortismanlar
| Ocak 2004 agilis bakiyesi 564.254 978 565.232
Donem gideri 578.889 21978 600.867
31 Aralik 2004 kapanig bakiyesi [.143.143 22.956 1.166.099
31 Aralik 2004 itibariyle
Net Defter Degeri 2.566.658 1.322.995 3.899.653
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19. INTANGIBLE ASSETS (NET)

Capitalized
Development Costs
Computer for Products
Software Currently in Use Total
YTL YTL YTL
Acquisition Cost
Opening balance at | January 2005 3.709.801 1.345.951 5.055.752
Additions 27.154 - 27.154
Disposals (36.378) - (36.378)
Transfer from intangible assets 736403 5.162.478 5.898.881
Closing balance at 3| December 2005 4.436.980 6.508.429 10.945.409
Accumulated Depreciation
Opening balance at | January 2005 [.143.143 22.956 [.166.099
Charge for the year 668.256 349.699 1.017.955
Closing balance at 3| December 2005 1.811.399 372.655 2.184.054
Net book value at
31 December 2005 2.625.581 6.135.774 8.761.355
19. INTANGIBLE ASSETS (NET)
Capitalized
Development Costs
Computer for Products
Software Currently in Use Total
YTL YTL YTL
Acquisition Cost
Opening balance at | January 2004 1.203.382 ['17.409 1.320.791
Additions 450.925 - 450.925
Disposals - - -
Transfer from intangible assets 2.055.494 1.228.542 3.284.036
Closing balance at 3| December 2004 3.709.801 1.345.951 5.055.752
Accumulated Depreciation
Opening balance at | January 2004 564.254 978 565.232
Charge for the year 578.889 21978 600.867
Closing balance at 3| December 2004 [.143.143 22956 [.166.099
Net book value at
31 December 2004 2.566.658 1.322.995 3.899.653
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20. ALINAN AVANSLAR
31 Aralik 2005 tarihi itibariyle alinan kisa vadeli siparis avansi: 312.752 YTL'dir (31 Aralik 2004: 103.580 YTL). 31 Aralik
2005 ve 31 Aralik 2004 tarihleri itibariyle alinan uzun vadeli siparis avanslan bulunmamaktadir.

21. EMEKLILIK PLANLARI
31 Aralik 2005 ve 31 Aralik 2004 tarihleri itibariyle emeklilik planlar bulunmamaktadir.

22. BORC KARSILIKLARI

a) Kisa Vadeli Borg Karsiliklari

31 Aralik 2005

31 Aralik 2004

YTL YTL

Garanti giderleri karsiligi 285.724 287.386
Ettd proje gider karsiligi - 668.318
Diger gider karsiliklari 84.615 112226
370.339 1.067.930

b) Uzun Vadeli Borg Karsiliklari

31 Arahlik 2005
YTL

31 Aralik 2004
YTL

Kidem Tazminati Karsiligi

1.006.330

1.078.753

Turkiye'de mevcut kanunlar cergevesinde, Sirket'te bir yillik hizmet stiresini dolduran ve herhangi bir gegerli nedene bagli
olmaksizin isine son verilen, askerlik hizmeti icin goreve ¢agrilan, vefat eden, erkekler icin 25 kadinlar igin 20 villik hizmet
stresini dolduran yada emeklilik yasina gelmis (kadinlarda 58, erkeklerde 60 yas) personele kidem tazminati demesi
yaplimak zorundadir. Mevzuatin 8 Eyltl 1999 tarihi itibariyla degismesinden dolayr emeklilige bagli hizmet stresi ile ilgili
belirli gegis yukumlultkleri vardir.

31 Aralik 2005 tarihi itibariyle 6denecek kidem tazminati, her hizmet yili igin bir aylik maag tUzerinden 1.727,15 YTL
(2004: 1.574,74 YTL) tavanina tabidir.

Kidem tazminati ytkimlaltgu zorunluluk olmadigindan dolayi herhangi bir fonlamaya tabi degildir.

Kidem Tazminati yukimlalagy, sirketin ¢alisanlarin emekli olmasindan dogan gelecekteki olasi ytukimltlugin buglinkd
degerinin tahminine gére hesaplanir. UFRS, sirketin yuktmlultklerini tanimlanmis fayda planlar kapsaminda aktteryal
degerleme yontemleri kullanilarak hesaplanmasini ongoriir. Buna uygun olarak, toplam ytkimldltklerin hesaplanmasinda
kullanilan aktuaryal varsayimlar asagida belirtilmistir.

Esas varsayim, her hizmet yili igin olan azami ytkimliltgun enflasyona paralel olarak artmasidir. Dolayisiyla, uygulanan
iskonto orani, gelecek enflasyon etkilerinin dizeltimesinden sonraki beklenen reel faiz orani ifade eder. Sonugta, 31 Aralik
2005 tarihi itibariyle, ekli mali tablolarda ytkumlultkler, ¢calisanlarin emekliliginden kaynaklanan gelecege ait olasi
yUkUmlultigintn bugtinki degeri tahmin edilerek hesaplanir. Bilango tarihindeki karsiliklar yillik % 6,175 enflasyon orani
ve % |2 iskonto orani varsayimina gore, yaklasik % 5,49 gergek iskonto orani ile hesaplanmistir. Hesaplamayi yaparken
tahmini hak kayiplari orani géz 6niinde bulundurulur. Emeklilik olasiiginin hesaplanmasinda kullanilan isten ayrilma orani
% 8 dir.
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20. ADVANCES RECEIVED

As at 31 December 2005 short term advances received is YTL 312.752 (31 December 2004: YTL 103.580) and there
is no long term advances as at 31 December 2005 and 31 December 2004.

21.RETIREMENT PLANS
As at 31 December 2005 and 31 December 2004 the Company does not have any retirement plan.
22. PROVISIONS

a) Short term provisions
3| December 2005 3| December 2004

YTL YTL

Guarantee claims accrual 285.724 287386
Project expense accrual - 668318
Other accruals 84.615 112226
370.339 1.067.930

b) Long term provisions

31 December 2005 31 December 2004
YTL YTL

Retirement pay provision 1.006.330 1.078.753

Under the Turkish Labour Law, the Company is required to pay 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 reaches the retirement age (58 for
women and 60 for men). Since the legislation was changed on 8 September 1999, there are certain transitional provisions
relating to length of service prior to retirement.

The amount payable consists of one month'’s salary limited to a maximum of YTL .727,15 (2004: YTL 1.574,74) for
each period of service at 31 December 2005.

The liability is not funded, as there is no funding requirement.

The provision has been calculated by estimating the present value of the future probable obligation of the Company
arising from the retirement of employees. IFRS require actuarial valuation methods to be developed to estimate the
enterprise’s obligation under defined benefit plans. Accordingly the following actuarial assumptions were used in the
calculation of the total liability:

The principal assumption is that the maximum liability for each year of service will increase in line with inflation. Thus,
the discount rate applied represents the expected real rate after adjusting for the anticipated effects of future inflation.
Consequently, in the accompanying financial statements as at 31 December 2005, 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 an annual inflation rate
of 6,175% and a discount rate of 12%, resulting in a real discount rate of approximately 5,49%. The anticipated rate of
forfeitures is considered. Turnover rate to estimate the probability of retirement is taken as 8%.
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22. BORC KARSILIKLARI (devami)
b. Kidem Tazminati Karsiligi (devami)

2005 2004

YTL YTL

| Ocak itibariyle karsilik 1.078.753 1.056.840
Hizmet maliyeti 699.021 72.765
Faiz maliyeti 174496 134.928
Doénem icinde 6denen (945.940) (57.293)
Parasal kazang - (128.487)
3| Aralik itibariyle karsilik 1.006.330 1.078.753

23. SERMAYE

31 Aralk 31 Aralk

2005 2004

Ortaklar % YTL % YTL
Kiraga Otomotiv San. ve Tic.Yat. AS| 61.25 |'1.760.464 68.54 [3.160.555
Diniz Grubu 12.52 2403376 12.52 2403.376
Otoyol Sanayi AS. 0.95 182.400 0.95 182.400
inan Kirag 225 432,000 225 432.000
Diger 23.03 4421760 15.74 3.021.669
Toplam 100.00 19.200.000 100.00 19.200.000
Enflasyon dizeltmesi 22.585.778 22.585.778
Yeniden dizenlenmis 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 Ana Mukavelesi'nin 8. Maddesi ile (A) Grubu hisse senedi sahiplerine, Yonetim Kurulu'na segilecek yedi azadan

besi A Grubu hisse senedi sahiplerinin gosterecegi adaylar arasindan segilmesi imtiyazi taninmistir.

Tertip Grup

Yonetim Kurulu Segiminde imtiyaz

[+2+3+4 A Madde No: 8

24. SERMAYE YEDEKLERI

31 Aralik 2005 ve 31 Aralik 2004 tarihleri itibariyle 6z sermaye enflasyon duzettmesi farklar asagidaki gibidir:

31 Aralik 2005 31 Aralik 2004

YTL YTL

Sermaye 22.585.778 22.585.778
Hisse senetleri ihrag primleri 15.423.439 15.423.439
Yasal yedekler [1.211.398 [1.211.398
Olaganustl yedekler 38.658.027 38.658.027
Ozel yedekler 80.045 80.045
87.958.687 87.958.687
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22. PROVISIONS (cont’d)

b. Long term provisions (cont’d)

2005 2004

YTL YTL

Provision at | January 1.078.753 1.056.840
Service cost 699.021 72.765
Interest cost 174496 134.928
Retirement pay paid (945.940) (57.293)
Monetary gain - (128.487)
Provision at 31 December 1.006.330 1.078.753

23. CAPITAL

31 December 31 December

2005 2004

Ortaklar % YTL % YTL
Kiraga Otomotiv San. ve Tic.Yat. AS 61.25 I'1.760.464 68.54 [3.160.555
Diniz Group 12.52 2403376 12.52 2403376
Otoyol Sanayi A3. 0.95 182.400 0.95 182.400
Inan Kirag 225 432,000 225 432,000
Other 23.03 4.421.760 15.74 3.021.669
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.

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

24. CAPITAL RESERVES

As at 31 December 2005 and 3| December 2004, inflation adjustment differences are as follows:

31 December 2005 31 December 2004

YTL YTL

Capital 22.585.778 22.585.778
Premium in excess of par 15.423.439 15423439
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




| |-FAALIYETLER

KARSAN OTOMOTIV SANAYIi VE TICARET ANONIM SIRKETI

2005 YILI FAALIYET RAPORU

31 ARALIK 2005 TARIHLERI iTIBARIYLE MALI TABLOLARA iLiSKiN DiPNOTLAR

25. KAR YEDEKLERI

31 Aralik 2005 ve 3| Aralik 2004 tarihleri itibariyle kar yedeklerinin nominal tutarlan agagidaki gibidir:

31 Aralik 2005 31 Aralik 2004

YTL YTL

Yasal yedekler 1.029.833 1.029.833
Olaganustu yedekler 7.790.882 7.790.882
Ozel yedekler 19 19
8.820.734 8.820.734

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 ¢denmis sermayenin %20'sine erisene
kadar, gecmis dénem ticari karindan yillk %5 oraninda ayrilir. Ikinci tertip yasal yedekler, birinci tertip yasal yedek ve
temettllerden sonra, tim nakdi temettt dagrtimlan tzerinden yillik %10 oraninda ayrilir.

26. GECMIS YILLAR KARI / ZARARI
31 Aralik 2005 31 Aralik 2004
YTL YTL
Gegmis yillar zararlar (17.988.045) (17.988.045)
2004 yili kan 1446313 -
L) (16.541.732) (17.988.045)
o 27. YABANCI PARA POZiISYONU
N ABD $ EURO GBP Toplam
YTL
) 31 Aralik 2005
— Hazir degerler 4.485 14213 - 28.581
O Ticari alacaklar - 1.369.578 - 2.174.205
O Ticari borglar (285.363) (681.207) - (1464316)
q®) Finansal borglar (255.220) (57.994.837) - (92.409.258)
m (91.670.788)
+- 31 Aralik 2004
QO Kasa ve bankalar 1.919 2.525 [.191 10.257
> Ticari alacaklar 2731 2697215 - 4.930.938
S Ticari borglar (1.435) (5.489.355) - (10.029.880)
g} Finansal borglar (9.850.000) (10.039.396) - (31.559.654)
S (36.648.339)
LL ,
28. DEVLET TESVIK VE YARDIMLARI
Z 31 Aralik 2005 ve 31 Aralik 2004 tarihleri itibariyle 14.05.2004 tarih ve 75441 numarali tesvik belgesi bulunmaktadir.
<E ligili tesvik belgesi, | 1.456.600 YTL tutarinda olup Tevsi-Modemizasyon yatinmlar igin alinmigtir
U
A4
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25. PROFIT RESERVES

P | I-OPERATIONS

As of December 31, 2005 and December 3 |, 2004, nominal values of profit reserves are as follows:

31 December 2005

31 December 2004

YTL YTL

Legal reserves 1.029.833 1.029.833
Extraordinary reserves 7.790.882 7.790.882
Special funds 19 19
8.820.734 8.820.734

26.

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.

27.

28.

ACCUMULATED LOSS
31 December 2005 31 December 2004
YTL YTL
Accumulated loss (17.988.045) (17.988.045)
2004 net profit 446313 -
(16.541.732) (17.988.045)
FORREIGN CURRENCY POSITION
Uss$ EURO GBP Total
YTL
31 December 2005
Cash and cash equivalents 4.485 14213 - 28.581
Trade receivables - |.369.578 - 2.174.205
Trade payables (285.363) (681.207) - (1.464316)
Bank loans (255.220) (57.994.837) - (92.409.258)
(91.670.788)
31 December 2004
Cash and cash equivalents 1919 2.525 [.191 10.257
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)
GOVERNMENT GRANTS AND INCENTIVES

As of 31 December 2005 and 31 December 2004, the Company has investment incentive certificate numbered

75441 and dated 14.05.2004 relating to modernization amounts to YTL |1.456.600.
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29. KARSILIKLAR, SARTA BAGLI VARLIK VE YUKUMLULUKLER

31 Aralik 2005 ve 31 Aralik 2004 tarihleri itibariyle bilango disi yukimltlukler asagidaki gibidir:

31 Aralik 2005 31 Aralik 2004

Taahhut Turu YTL YTL
Verilen teminatlar (*) 2.750.160 [.779.119
Verilen harici garanti (**) - 730.720
2.750.160 2.509.839

(*) Verilen Teminat mektuplarinin 2.750.160 YTL'si (31.12.2004: 1.779.119 YTL) gtimruklere, vergi dairesine ve diger
kamu kuruluglarina verilen teminat mektuplarindan olusmaktadir.

(**) 2004 yilinda Verilen Harici Garanti'nin tamami, $irket'in sag ithalatr yapilan yurtdigsindaki bir firmaya garanti olarak
verilen teminat mektubunu kapsamakta ve bu garantinin stiresi 3 1.03.2005'de sona ermistir (31.12.2004: 730.720 YTL)

30. iISLETME BiRLESMELERI
2005 ve 2004 doénemlerinde isletme birlesmeleri bulunmamaktadir.

31. BOLUMLERE GORE RAPORLAMA
Sirket sadece otomotiv motorlu tasit Gretmek, ithal ve ihrag gibi tek bir sektdrde faaliyette bulundugu igcin ve bununla
birlikte yurtdisina satisindan olusan geliri toplam gelirin ytizde |0'nundan daha az oldugu igin endustri ve cografi bolimlere
gbre raporlama bulunmamaktadir.

32. BILANGCO TARIHINDEN SONRAKI OLAYLAR

a) Kiraga Otomotiv Sanayi ve Ticari Yatinmlar A.$.'nin elinde bulundurdugu Sirket hisselerinin nominal tutart 21.02.2006
tarihi itibariyle 11.760.464 YTL'den 9.840.555 YTL'ye, sahiplik orani da %61,25'den %51,25'e diismustur.

b) 01.03.2006 tarihinde, yapilan Yonetim Kurulu toplantisinda, mevcut 19.200.000 YTL olan ¢ikarilmis sermayenin kaytli
sermaye tavani olan 40.000.000 YTL'ye nakden arttinlmasina karar verilmistir.

c) Sirketin Urettigi ]9 Premier minibuslerin Turkiye Genel Distribttortgt'nt 10 Nisan 2006 tarihinden itibaren “Karsan
J9 Premier’ markasi altinda Isotlar Grup Ltd. Sti. ytiriitecektir

33. DURDURULAN FAALIYETLER

31 Aralik 2005 ve 31 Aralik 2004 tarihleri itibariyle durdurulan faaliyetler bulunmamaktadir.
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29. COMMITMENTS AND CONTINGENCIES

As at 31 December 2005 and 3| December 2004 commitments and contingencies are as follows:

31 December 2005 31| December 2004

Type of Guarantee YTL YTL
Letters of guarantee given (*) 2.750.160 1.779.119
Guarantees given (%) - 730.720
2.750.160 2.509.839

(*)Among the letters of guarantee given, YTL 2.750.160 (31.12.2004: YTL 1.779.119) has been given to customs, tax
authorities, and other public corporations.

(**)The foreign guarantees given in 2004 consist of the letters of guarantee which have been given to a foreign firm
from which the Company imports steel sheets and it is terminated as at 31.03.2005 (31.12.2004: YTL 730.720).

30. BUSINESS COMBINATIONS
In 2005 and 2004 there is no business combinations.

31.SEGMENTAL INFORMATION
No business segment or geographical segment is identified as reportable segment, as the company only operates in
producing, importing and exporting vehicles, and its export sales to external customers is less than 10 percent of the
total revenue.

32. SUBSEQUENT EVENTS

a) On 21| February 2006, Kiraga Otomotiv Sanayi ve Ticari Yatinmlar A.S.'s ownership of the Company has decreased
from 61,25% to 51,25%. The related nominal value of this share ownership decreased from | 1.760.464 YTL to 9.840.555 YTL

b) According to | March 2006 Board of Director decision, the Company has decided to increase its capital from
19.200.000 YTL to its registered capital 40.000.000 YTL. The increase will be provided in the form of cash.

¢) The Company has decided that effective as of 10 April 2006, national distribution of Karsan |9 Premier fleet will be
the sole responsibility of Isotlar Grup Ltd. Sti.

33. DISCONTINUED OPERATIONS

As at 3| December 2005 and 3| December 2004, there is no discontinued operations.
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34. ESAS FAALIYET GELIRLERI

a)

b)

35.

Satis Gelirleri
2005 2004
YTL YTL
Yurt igi satiglar 250463339 369.304.904
Yurt digi satislar 8978937 |1.000.721
Diger gelirler 72.866 105.164
Satis iadeleri(-) (8.323.048) (2.149.250)
Satig iskontolar (-) (325.574) (182.320)
250.866.520 378.079.219
Satislarin Maliyeti (-)
2005 2004
YTL YTL
Hammadde kullanimi 207.855.724 299.175.696
Direkt iscilik 5.449.248 5.587.137
Genel Uretim gideri 17.572.398 18.571.328
Amortisman 3.872.540 5498452
Yar mamul stogundaki degisim 2.121.645 (788.582)
Bitmis mamul stogundaki degisim (321.739) 1.563.820
Satilan ticari mal maliyeti 9424451 12028413
245.974.267 341.636.264
FAALIYET GIiDERLERI
2005 2004
YTL YTL
Pazarlama, satis ve dagrtim giderleri (7.763.064) (4.444.120)
Genel yonetim giderleri (11.528.685) (10.428.271)
(19.291.749) (14.872.391)
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34. OPERATING INCOME

a) Net Sales
2005 2004
YTL YTL
Domestic sales 250.463.339 369.304.904
Export sales 8.978.937 [1.000.721
Other revenues 72.866 [05.164
Sales retumns (-) (8.323.048) (2.149.250)
Sales discounts (-) (325.574) (182.320)
250.866.520 378.079.219
b) Cost of Sales (-)
2005 2004
YTL YTL
Raw materials consumed 207.855.724 299.175.696
Direct labor 5.449.248 5.587.137
Production overheads 17.572.398 18.571.328
Depreciation 3.872.540 5.498.452
Change in work-in-process inventories 2.121.645 (788.582)
Change in finished goods (321.739) 1.563.820
Cost of merchandises sold 9424451 12028413
245.974.267 341.636.264
35. OPERATING EXPENSES
2005 2004
YTL YTL
Marketing, selling and distributing expenses (7.763.064) (4.444.120)
General administrative expenses (11.528.685) (10.428.271)
(19.291.749) (14.872.391)
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35. FAALIYET GIDERLERI (devami)

Pazarlama, satis ve dagitim giderlerinin detayi asagidaki gibidir:

2005 2004
YTL YTL
Garanti giderleri (2.737.036) (1.202.090)
Personel giderleri (761.652) (612.610)
Reklam giderleri (306.249) (315.772)
Amortisman giderleri (138.577) (127.764)
Nakliye ve sigorta giderleri (72.145) (23.115)
Ihale giderleri (31.645) (69.793)
Egitim giderleri (4.020) (4319)
Lisans giderleri - (374.474)
Satig komisyonlari (2.477.538) (557.672)
Diger giderler (1.234.202) (1.156511)
(7.763.064) (4.444.120)

Genel yonetim giderlerinin detayi asagidaki gibidir:
2005 2004
YTL YTL
Personel giderleri (6.027.080) (5.654.228)
Amortisman giderleri (1.598.538) (1.079.692)
Holding hizmet giderleri (522.418) (207.287)
Sigorta giderleri (432.643) (602312)
Enerji giderleri (369.205) (346.848)
Dava takip ve musavirlik giderleri (319412) (257.177)
Abonelik ve aidat giderleri (269.863) (222.423)
Ulagim ve tagima giderleri (223231) (182.693)
Vergi ve ceza giderleri (201.796) (251.104)
Seyahat giderleri (132.886) (108.118)
Taseronluk giderleri (112.940) (84.329)
Genel kurul giderleri (85.218) (85316)
Egitim giderleri (59410) (65.811)
Diger giderler (1.174.045) (1.280.933)
(11.528.685) (10.428.271)
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2005

35. OPERATING EXPENSES (cont’d)

Detail of marketing, selling and distributing expenses is as follows:

2005 2004

YTL YTL

Guarantee expenses (2.737.036) (1.202.090)
Personnel expenses (761.652) (612.610)
Advertising expenses (306.249) (315.772)
Depreciation expenses (138.577) (127.764)
Transportation and insurance expenses (72.145) (23.115)
Auction expenses (31.645) (69.793)
Training expenses (4.020) (4.319)
Licence expenses - (374474)
Sales commissions (2.477.538) (557.672)
Other expenses (1.234.202) (1.156511)
(7.763.064) (4.444.120)

Detail of general administrative expenses is as follows:

2005 2004
YTL YTL

Personnel expenses (6.027.080) (5.654.228)
Depreciation expenses (1.598.538) (1.079.692)
Holding expense participation (522418) (207.287)
Insurance expenses (432.643) (602.312)
Energy expenses (369.205) (346.848)
Legal and consulting expenses (319412) (257.177)
Subscription ve membership fee expenses (269.863) (222.423)
Transportation expenses (223231) (182.693)
Tax and penalty expenses (201.796) (251.104)
Vacation expenses (132.886) (108.118)
Outsourcing expenses (112.940) (84.329)
General assembly expenses (85.218) (85.316)
Training expenses (59.410) (65.811)
Other expenses (1.174.045) (1.280.933)
(11.528.685) (10.428.271)
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36. DIGER FAALIYETLERDEN GELIR/GIDER VE KAR/ZARARLAR

a) Diger Faaliyetlerden Gelir ve Karlar

2005 2004
YTL YTL
Kambiyo karlar 1.552.388 2.301.806
Reeskont faiz gelirleri 1.066.081 133.861
Faiz gelirleri 688.768 57.829
Menkul kiymet satis karlar - 1.288
Diger gelirler (net) 187.788 723016
3.495.025 3.217.800

b) Diger Faaliyetlerden (Gider) ve (Zararlar)
2005 2004
YTL YTL
Kambiyo zararlan (-) (4.511.634) (2.490.209)
Reeskont faiz giderleri (-) (1.013.727) (999.870)
Calismayan kisim giderleri (-) (12.783.157) (9.512.394)
Diger giderler (-) (249.827) (49.518)
(18.558.345) (13.051.991)

37.FINANSMAN GIDERLERI (-)

2005 2004
YTL YTL
Borglanma maliyeti (-) (6.092.271) (14.266.025)

38. NET PARASAL POZiSYON KARI/ZARARI

Sermaye Piyasasi Kurulu'nun 17.03.2005 tarih ve | 1/367 sayili toplantisinda yiiksek enflasyon déneminin sona erdigj; ayrica
ytksek enflasyon déneminin devamina iliskin diger emarelerin de biytk lgtide ortadan kalktigi hususlar cercevesinde,
2005 yilinda mali tablolarin enflasyona gore duzeltilmesi uygulamasina son verilmesine karar verilmistir. Bu nedenle, 31
Avralik 2005 tarihli ekli mali tablolarda net parasal pozisyon kari/zarar bulunmamaktadir.
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36. OTHER INCOME /| EXPENSE AND PROFIT / LOSSES

a) Other income and gains

2005 2004
YTL YTL
Foreign exchange gain 1.552.388 2.301.806
Discount income 1.066.08 | 133.861
Interest income 688.768 57.829
Marketable securities income - 1.288
Other income (net) 187.788 723016
3.495.025 3.217.800
b) Other expense and losses

2005 2004
YTL YTL
Foreign exchange loss (-) (4.511.634) (2.490.209)
Discount expense (-) (1.013.727) (999.870)
Idle capacity expense (-) (12.783.157) (9.512.394)
Other expense (-) (249.827) (49.518)
(18.558.345) (13.051.991)

37. FINANCE EXPENSES (-)
2005 2004
YTL YTL
Cost of borrowings (-) (6.092.271) (14.266.025)

38. NET MONETARY GAIN /LOSS (-)

CMB declared cease of hyper-inflation period on March 17,2005 and | 1/367 in its meeting and decided to cease
restatement of financial statements in accordance with hyperinflation for the period between | January 2005 — 31
December 2005. Accordingly, net monetary gain / loss has not been presented on 3| December 2005 financial statements.
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39. VERGILER
2005 2004
YTL YTL
Vergi gideri:
Cari vergi gideri - -
Ertelenmis vergi (faydasr) / gideri [1.439.957 884.389
11.439.957 884.389
31 Aralik 2005 31Aralik 2004
Vergi karsihginin mutabakati: YTL YTL
Vergi ve parasal kazang &ncesi zarar (35.555.087) (2.529.652)
Parasal kazang - 4.860.354
Parasal kazang sonrasi ve vergi éncesi zarar (35.555.087) 2.330.702
Etkin vergi orant ile %30 (2004: %33) hesaplanan
vergi (10.666.526) 769.132
- vergi etkisi:
- kanunen kabul edilmeyen giderler 226.107 211.869
- temettl (88) (492.073)
- onceki donemlerde kullaniimayan gegmis yil zarar - 184.551
- yararlanilan yatinm indirimlerinin vergi etkisi - (587.122)
- ertelenmis vergi varligi karsiligi 22.350.998 -
- vergiden muaf parasal (kayiplarin)/
karlarin vergi etkisi (470.534) 798.032
Vergi gideri 11.439.957 884.389

Kurumlar Vergisi:

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

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

2005 yilinda uygulanan efektif vergi orani %30 (2004: 9633)'dur.

Turkiye'de gegici vergi Uger aylik donemler itibariyle hesaplanmakta ve tahakkuk ettirilmektedir. 2005 yili kurum kazanglannin
gegici vergi donemleri itibariyle vergilendirilmesi asamasinda kurum kazanglart tizerinden 9630 oraninda gegici vergi
hesaplanmistir (2004: 33 %.).

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

Turkiye'de vergi degerlendirmesiyle ilgili kesin ve kati bir mutabakatlasma prosedtrti bulunmamaktadir. Sirketler ilgili yilin
hesap kapama dénemini takip eden yilin 15 Nisan tarihine kadar vergi beyannamelerini hazirfamaktadir. Vergi Dairesi
tarafindan bu beyannameler ve buna baz olan muhasebe kayitlari 5 yil igerisinde incelenerek degistirilebilir.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2005

39. TAXES
2005 2004
YTL YTL
Tax Provision:
Current tax expense - -
Deferred tax (benefit) / charge [1.439.957 884.389
11.439.957 884.389

31 December 2005 31 December 2004

Reconciliation of taxation: YTL YTL
Loss before tax and monetary gain (35.555.087) (2.529.652)
Monetary gain - 4.860.354
Loss / Profit before tax (35.555.087) 2.330.702
Tax at the domestic income tax rate of 30%

(2004: 33%) (10.666.526) 769.132

- tax effects of:

- expenses that are not deductible in determining

taxable profit 226.107 211.869
- dividends (88) (492.073)
- utilization of tax losses not previously recognized - 184.551
- investment incentives used - (587.122)
- reversal of deferred tax 22.350.998 -
- monetary (gain) / loss not (taxable) / deductible (470.534) 798.032
Tax expense for the year 11.439.957 884.389

Corporate Tax:

The Company is subject to Turkish corporate taxes. Provision is made in the accompanying financial statements for the
estimated charge based on the Company'’s results for the year.

Corporate tax is applied on taxable corporate income, which is calculated from the statutory accounting profit by adding
back non-deductible expenses, and by deducting dividends received from resident companies, other exempt income
and investment incentives utilized.

The effective rate of tax in 2005 is 30% (2004: 33).

In Turkey, advance tax retumns are filed on a quarterly basis. The advance corporate income tax rate in 2005 and following
years is 30% (2004: 33%).

In Turkey there is no procedure for a final and definitive agreement on tax assessments. Companies file their tax returns
within |5 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.
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39. VERGILER (devam)
Gelir Vergisi Stopaji:

Kurumlar vergisine ek olarak, dagrtilmasi 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
lizerinden ayrica gelir vergisi stopaji hesaplanmasi gerekmektedir. Gelir vergisi stopaji 24 Nisan 2003 tarihinden itibaren
tim sirketlerde %10 olarak ilan edilmistir. Dagrtilmayip sermayeye ilave edilen kar paylari gelir vergisi stopajina tabi degildir.
2002 ve oncesinde kurumlar vergisinden istisna edilen bazi kazanglar Gizerinden dagitima bagli olmaksizin yapilan istisna
kazang stopaji genel olarak kaldinlmistir. Ancak, 24 Nisan 2003 tarihinden &nce alinmig yatinm tesvik belgelerine istinaden
yararlanilan yatinm indirimi tutan tUzerinden hala %19.8 vergi tevkifati yapilmasi gerekmektedir. Sirketlerin vergilendirilebilir
kazanglari yatinm indirimi istisnasina konu olabilecek tutara ulagincaya dek, bu indirimden yararlanilabilir. Sirketlerin kar
etmemesi ya da zararda olmasi durumunda bu indirim hakki sonraki yillarda elde edilecek vergilendirilebilir kazanglardan
dustlmek tizere sonraki yillara taginabilir.

Enflasyona Gore Diizeltilmis Vergi Hesaplamalari:

2003 yili ve 6nceki donemlerde, sabit kiymetlerin ve buna bagli olarak amortismanlarinin senelik olarak yeniden degerlemeye
tabi tutulmalart haricinde; vergiye esas donem kan enflasyona gore duzeltilmis tutarlar tizerinden hesaplanmamaktaydi.
30 Aralik 2003 tarih ve 25332 sayili Resmi Gazete'de yayimlanan 5024 sayili Kanun ile Tirkiye'de enflasyon muhasebesi
uygulamasinin 2004 yili ve sonraki dénemlerde gegerli olacak sekilde; enflasyon oraninin kanunda belirlenen sinirlara
ulagmasi durumunda uygulanmasini gerekmektedir. Vergi mevzuatindaki enflasyon muhasebesi ilkeleri UMS 29 “Yiiksek
Enflasyonlu Ekonomilerde Finansal Raporlama” standardindaki htikiimlerden onemli dlgtide farklilik gostermemektedir.
2004 vili icin enflasyon belirli kriterleri astigr icin 5024 sayili kanuna gore Sirket enflasyon dizeftmesi yapmis olup bu
bakiyeler | Ocak 2005 tarihi itibariyle agilis bakiyesi olarak alinmis olup, 2005 yilinda kanunun belirledigi kriterler
gergeklesmedigi icin Enflasyon Muhasebesi uygulanmamistir.

40. HiISSE BASINA KAR
31 Aralik 2005 tarihinde sona eren yilda birim hisse bagina kar hesaplamalari, 2005 yilinda ¢ikarilan bedelsiz hisselerin
etkisi gdzoénline alinarak yapilmistir. 2005 vili igin ayrica diger mali enstriimanlara iliskin hisse basina kar hesaplanmasini

gerektirecek, baska bir mali enstriman bulunmamaktadir.

31 Aralik 2005 ve 2004 tarihlerinde sona eren yillar igin Sirket hisselerinin agirlikli ortalamasi ve birim hisse basina kar
hesaplamalan asagidaki gibidir (nakit artislarin bedelsiz hisse icermedigi varsayilmistir):

2005 2004
YTL YTL
Tedaviildeki hisse senedinin
Agirlikli ortalama adedi 19.200.000.000 19.200.000.000
Net dénem (zarar) / kar (YTL) (46.995.044) 1.446.313
Hisse basina (zarar) / kar (YTL) (0,002448) 0,000075
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39.

TAXES (Cont’d)

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. 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 investment allowance outstanding may be carried forward to
following years so as to be deducted from taxable income of subsequent profitable years.

Inflation adjusted legal tax calculation:

40.

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 “Financial Reporting in Hyperinflationary Economies”. As inflation met certain
thresholds as of 31 December 2004, the Company has adjusted its statutory financial statements as of 31 December
2004 in accordance with Law No. 5024 and inflation adjusted balances as at 31 December 2004 were taken as opening
balances as of | January 2005. However, as inflation did not meet the required thresholds as at 31 December 2005,
no further inflation adjustment made to the Company’s statutory financial statements in 2005.

EARNINGS PER SHARE
The eamings per share figure for the year ended 31.12.2005 is calculated considering the free shares issued. During
the year 2005, there were no dilutive equity instruments outstanding, which would require the calculation of separate

diluted earnings per share.

A summary of the weighted average number of shares outstanding for the year ended in 31 December 2005 and 2004
and the basic eamings per share calculation is as follows (assuming that the cash increases did not involve a bonus

element):
2005 2004
YTL YTL
Weighted average number of shares 19.200.000.000 19.200.000.000
Net (loss) / profit (YTL) (46.995.044) 1446313
Basic (loss) / earnings per share (YTL) (0,002448) 0,000075
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41.NAKIT AKIM TABLOSU

a) 31 Aralik 2005 ve 31 Aralik 2004 tarihleri itibariyle nakit akim tablolari asagidaki gibidir:

31 Aralik 31 Aralik
2005 2004
Not YTL YTL

ISLETME FAALIYETLERINE iLISKIN NAKIT AKIMLARI:
Net dénem zarani (-) / kari (46.995.044) 1.446.313

Dénem zararini (-) / karini isletme faaliyetlerinden elde
edilen nakit akimina getirmek icin yapilan diizeltmeler:
Amortisman giderleri 18 10.758.056 10.482.431
[tfa giderleri 19 1.017.955 600.867
Kidem tazminati karsiligi gideri 22 873517 79.207
Maddi duran varlik satis zarari 175.302 -
Stok deger dustklugu karsiligindaki degisim 12 45.110 (364.736)
Isletme sermayesindeki degisim oncesi faaliyetlerde
kullanilan(-) / elde edilen nakit akimi (34.125.104) 12.244.082
Isletme sermayesinde gerceklesen degisimler
Ticari alacaklardaki (artig) / azalig (14.320.952) 3.388215
Stoklardaki azalis / (artis) 16.968.969 (18.385.408)
Iliskili taraflardan alacaklardaki azalig / (artis) [1.188.182 (15.345.676)
Diger alacaklar ve dénen varliklardaki azalis / (artis) 296.663 (692.852)
Ticari borglardaki (azalis) (3.940.541) (21.919.816)
fliskili taraflardan borglardaki (azalis) / artig (8.011.803) 13.699.191
L) Alinan avanslardaki artis 209.172 103.580
o Diger borglar ve gider tahakkuklarindaki (azalig) / artig (1.716.290) 501.503
Finansal kiralama islemlerinden borglardaki (azalis) / artig (418.534) (189.589)
O Faaliyetlerde kullanilan nakit (33.870.238) (26.596.770)
(\I Odenen vergiler 14-39 [1.439.957 2.590.107
Odenen kidem tazminati 22 (945.940) (57.293)
D) Isletme faaliyetlerinde kullanilan (-) nakit akimi (23376.221) (24.063.956)
C
O YATIRIM FAALIYETLERINE iLISKIN NAKIT AKIMLARI:
0O Maddi duran varlik alimlarina iliskin nakit cikiglar (5.589415) (6.879.833)
Maddi olmayan duran varlik alimlarina iliskin
Qv nakit gikislar (6.058.764) (3.884.407)
m Maddi duran varlik satisi nedeniyle elde
edilen nakit girigleri 777211 132.525
N Maddi olmayan duran varlik satisi nedeniyle
G_) elde edilen nakit girigleri 36378 -
> Yatirim faaliyetlerinde kullanilan (-) nakit akimi (10.834.590) (10.631.715)
g} FINANSMAN FAALIYETLERINE ILISKIN NAKIT AKIMLARI:
< Alinan yeni krediler 86.343.805 46.448.030
Ll Geri 6denen krediler (52.064.120) (14.163.852)
Finansman faaliyetlerinden elde edilen nakit akimi 34.279.685 32.284.178
Z NAKIT HAREKETLERINDEKI NET DEGISIM 68.874 (2411.493)
DONEM BASI NAKIT VE BANKALAR 141.956 2.553.449
<E DONEM SONU NAKIT VE BANKALAR 210.830 141.956
&
N
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41.STATEMENTS OF CASH FLOW
a) Statements of cash flow as at 31 December 2005 and 3| December 2004 :

31 December | 31 December

2005 2004
Note YTL YTL
CASH FLOW FROM OPERATING ACTIVITIES:

Net (loss) / profit (46.995.044) 1446313
Adjustments to reconcile net income to net cash
provided by operating activities
Depreciation expense 18 10.758.056 10482431
Amortization expense 19 1.017.955 600.867
Provision for retirement pay 22 873517 79.207
Loss on sale of fixed assets 175302 -
Change in provision for dimunition in value of inventoris 12 45.110 (364.736)
Operating loss (-) / profit before changes in
working capital (34.125.104) 12.244.082
Changes in working capital
(Increase) / decrease in trade receivables (14.320.952) 3.388215
Decrease / (increase) in inventories 16.968.969 (18.385.408)
Decrease / (increase) in receivables from related parties [1.188.182 (15.345.676)
Decrease / (increase) in other receivables and
current assets 296.663 (692.852)
Increase / (decrease) in trade payables (3.940.541) (21.919.816)
Increase / (decrease) in due to related parties (8.011.803) 13.699.191
Decrease / (increase) in advances received 209.172 103.580
(Decrease) / increase in other payables and current
liabilities (1.716290) 501.503
(Decrease) / increase in leasing payables (418.534) (189.589)
Cash used in operating activities (33.870.238) (26.596.770)
Income taxes paid 14-39 [1.439.957 2.590.107
Retirement pay paid 22 (945.940) (57.293)
Net cash (used in) operating activities (23.376.221) (24.063.956)

CASH FLOW FROM INVESTING ACTIVITIES:

Purchases of property, plant and equipment (5.589415) (6.879.833)
Purchases of intangible assets (6.058.764) (3.884.407)
Proceeds on disposal of property, plant and equipment 777211 132.525
Proceeds on disposal of intangible assets 36.378 -
Net cash (used in) investing activities (10.834.590) (10.631.715)

CASH FLOW FROM FINANCING ACTIVITIES:

New borrowings raised 86.343.805 46.448.030
Repayment of borrowings (52.064.120) (14.163.852)
Net cash provided by financing activities 34.279.685 32.284.178
NET CHANGES IN CASH AND CASH EQUIVALENTS 68.874 (2411.493)
CASH AND CASH EQUIVALENTS AT THE BEGINING
OF YEAR 141.956 2.553.449

CASH AND CASH EQUIVALENTS AT THE END
OF YEAR 210.830 141.956




A A i KARSAN OTOMOTIV SANAYIi VE TICARET ANONIM SIRKETI
I I - F LIYETLE R 2005 YILI FAALIYET RAPORU

4) Yukandaki Tablolar ve Bilgiler Esas Alinarak Hesaplanan Temel Rasyolar :

a - Likidite Oranlari 2005 2004
Cari Oran |,823 [ 116
Likidite Orani 0961 0,391
Nakit Orani 0,007 0,002

Sirketin kisa vadeli borglarinin 6deme glictinti lgmek ve isletme sermayesinin yeterliligini test etmek amaciyla kullanilan
likidite oranlari genel olarak gegen seneye gére olumlu yonde gelismistir. Sirket, Eyltl 2005 doneminde kullanmig oldugu
uzun vadeli kredi ile mevcut kisa vadeli borglarini kapatip uzun vadeye yaymak suretiyle yeniden yapilandirmistir.

b - Finansal Yapi Oranlari 2005 2004
Toplam Borglar / Oz sermaye 1816 0,808
K.V.Borglar / Toplam Aktif 0,188 0,327
U.V.Borglar / Toplam Aktif 0457 0,120
Maddi D.V./ Oz sermaye + U.V.Borglar 0,738 0,809

Finansal yapi oranlari gecen seneye gore olumsuz yénde gelismistir. Bunun ana nedenleri 2005 yilinda 47 Milyon YTL
zarar yazilmasi ve toplam kredi rakaminin bir dnceki yila gére artmis olmasidir.

c - Karlihk Oranlari 2005 2004
Net Dénem Kari / Toplam Aktif (0,289) 0,008
Net Dénem Kari / Oz Sermaye (0,812) 0014
Brit Kar Mariji 0,020 0,096

Karlilik oranlarinin gecen seneye gore distk gerceklesmesinin ana nedenleri sunlardir;

Karsan tarafindan yapilmis olan yeni |9 Premier aracin lansmani |6 Haziran 2005 tarihinde yapilabilmistir. Bu ytizden de
yilin ilk yarisinda i¢ piyasada |9 araci satisi yapilamamis, kurlarin geri gitmesi ve Urettigimiz Peugeot marka araglarin pazar
payinin dusmesi dolayisiyla rakip ithal araglarin fiyatlarinin ucuzlamis, ve arag satislanmizda dusts yasanmistir. Bu durum
brut karliligimizi dnemli 6lgtide azaltmis, Buna piyasadaki eski ]9 stoklaninin eritiimesi adina satig komisyonlar ddenmek
zorunda kalinmasi, eski model ve atil stoklanin satiimasi ve ertelenmis vergi aktifinin de eklenmesiyle, nette ciddi zarar yazimistir.

D - iDARI FAALIYETLER

1) ligili dénem icinde Sn. Osman Zeki SEVER Satis ve Is Gelistirme Genel Miduir Yardimailigi, Sn. Suphi Burak KURTARAN
Mali Isler ve Finansman Genel Mudtr Yardimciligi ve Sn. Minir YAVUZ Uretimden Sorumlu Genel Mudtr Yardimcilig:
gdrevlerini devam ettirmektedir.

UST YONETIM GOREVI MESLEGI TECRUBESI
Mehmet Can KARABAG Genel Mudur Isletmeci 10 il
Minir YAVUZ Genel Muddr Yrd. Muhendis [5 Yl
Osman Zeki SEVER(*) Genel Mudur Yrd. Muhendis [7 Yl
Suphi Burak KURTARAN Genel Mudur Yrd. Isletmeci 13 Yl

(*) 31.01.2006 itibariyle sirketimizden ayrlmistir.

2) Personel ve isci Hareketleri

PERSONEL YAPISI 2005 2004
MEMUR 86 99
ISCl 638 858
TOPLAM 724 957

Sirketimizde 2005 yili baginda 957 kisi calismaktayken, dénem icinde 41 kisi ise alinmig, 221 kisi sézlesmenin sona ermesi,
3 kisi deneme suresinin sona ermesi, 2 kisi disiplin, 8 kisi nakil, 2 kisi emeklilik, 2005 Aralik ayinda, 73 kisi toplu ¢ikis ve
65 kisi diger nedenlerden olmak Uizere 374 kisi isten aynimistir.

31.12.2005 tarihi itibariyle personel mevcudumuz toplam 724 kisidir.

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

4) 31.12.2005 tarihi itibariyle kidem tazminati yukimuz 1.006,330-YTL'dir.

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

a - Liquidity Ratios 2005 2004
Current Ratio 1,823 [,116
Liquidity Ratio 0961 0391
Cash Ratio 0,007 0,002

Liquidity ratios which are used to measure the Company's ability to pay its short term obligations and to test operating
capital efficiency, have made positive progress compared to the previous year. The company has restructured its short
term loans by fully repaying and spreading them long term by receiving a long term loan in September 2005.

b — Financial Ratios 2005 2004
Total Liabilities/Equity Capital 1,816 0,808
Short Term Liabilities/Total Assets 0,188 0,327
Long Term Liabilities/Total Assets 0,457 0,120
Tangible Fixed Assets/Equity Capital +

Long Term Liabilities 0,738 0,809

Compared to the previous year, the progress of financial ratios was negative. The major reason for this negative progress
is the net loss of YTL 47 Million in 2005 and the increase in the total amount of loans used in comparison with the
previous year.

c - Profitability Ratios 2005 2004
Net Profit for the Period/Total Assets (0,289) 0,008
Net Profit for the Period/Equity Capital (0,812) 0014
Gross Profit Margin 0,020 0,096

The major reasons for the drop in the profitability ratios are as follows;

The new ]9 Premier vehicle manufactured by Karsan could only be launched on June 16, 2005. Therefore there was a
substantial decrease in the sales volume ofjg Premier in the first half of the year, while the prices of the rival imported
vehicles have dropped due to appreciating YTL and furthermore the general decrease in the market share of Peugeot
has caused our vehicle sales drop. This development reduced our gross profitability significantly. In addition, although
one-time, the necessity to pay sales commissions for the sake of liquidating the old |9 inventory in the market, the
liquidation of old models and idle inventory in hand and the cancellation of deferred tax asset, caused serious damage
on our P/L statement.

D - ADMINISTRATIVE OPERATIONS
1) In 2005, Osman Zeki SEVER, Suphi Burak KURTARAN and Miinir YAVUZ continued to act as Deputy General Manager

for Sales and Business Development, Deputy General Manager for Financial Affairs and Financing and Deputy General
Manager Responsible for Production respectively.

TOP MANAGEMENT POSITION PROFESSION EXPERIENCE
Mehmet Can KARABAG General Manager Business Administration 10 years
Munir YAVUZ Deputy General Manager | Engineer I5 years
Osman Zeki SEVER (*) Deputy General Manager | Engineer |7 years
Suphi Burak KURTARAN Deputy General Manager | Business Administration I3 years

(*) Has resigned as of 31.01.2006.

2) Personnel and Worker Movements

3)

4)
5)

PERSONNEL STRUCTURE 2005 2004
WHITE COLLARS 86 99
BLUE COLLARS 638 858
TOTAL 724 957

While 957 people were employed in the Company at the beginning of 2005, during the period 14| new recruits were
employed; and a total of 374 jobs were vacated due to the following reasons:

22| termination of contract, 3 termination of the trial period, 2 disciplinary reasons, 8 transfers, 2 retirements
73 collective leave in December 2005, 65 other reasons
The total number of personnel as of 31.12.2005 is 724.

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.

The Company's severance pay burden is YTL 1.006.330. - as of 31.12.2005.
Besides salaries/wages and bonus payments, the Company provides benefits in cash (birth, death, marriage, child, military

service benefits), payments on festive days, paid vacation, and benefits in kind (meals and transportation), and clothing
and cleaning benefits to its personnel.
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2005 Faaliyet donemi sonuglarimizi gésteren mali tablolar, agiklayici notlar ve rasyolar raporumuzun diger boltimlerinde ayrica

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

heyetinizi saygi ile selamlariz.

Saygllarimizla,

30 Mayis 2006

inan KIRAC

Yoénetim Kurulu Bagkani




KARSAN OTOMOTIV SANAYIi VE TICARET ANONIM SIRKETI

The financial statements and notes on the statements and ratios have been submitted in our annual report 2005 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 30, 2006

inan KIRAC

Chairman of the Board
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UYU M RAPO RU 2005 YILI FAALIYET RAPORU

I. KURUMSAL YONETIM ILKELERINE UYUM BEYANI

Kamunun aydinlatimasi, seffaflgin saglanmasi, pay ve menfaat sahipleri ile Yonetim Kurulu'nu ilgilendiren karar ve islemlerde Kurumsal
yonetimin temeli olan s6z konusu ilkeler sirketimiz tarafindan benimsenmis olup, halen bir ¢ogu uygulanmaktadir. Uygulanmasi
talep edilen diger ilkeler igin sirketimizce gerekli degerlendirmeler yapilacaktir.

SPK'nin 10.12.2004 tarih ve 48/1588 sayili toplant karan 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) ulasilarak incelenebilir.

BOLUM I - PAY SAHIPLERI
2. Pay Sahipleri ile iliskiler Birimi

Sirkette pay sahiplerine iliskin bilgilerin halihazirda dizenli bir sekilde tutuluyor olmasi, genel kurullanin hukuki mevzuat gercevesinde
usultine uygun olarak yapilmasi ve pay sahiplerinin gerek sirketin isleyisi gerekse sirket ici bilgilere higcbir engel olmadan ve dogrudan
ulagabilmeleri, kamuyu aydinlatma cercevesinde SPK ve IMKB'ye diizenli agiklamalarda bulunulmasi nedeniyle 2005 senesi iginde
Pay Sahipleri lle lliskiler Birimi olusturulmamistir. Ancak gerek Genel Miidir'imiiz gerekse Mali Islerden Sorumlu Genel Miidiir
Yardimici'miz, yatinmcr ve analistlerden gelen sorulan zamaninda ve ttim agikliglyla cevaplamakta ve yatinmcilart bilgilendirmek
amaciyla periyodik olarak da yatinmer sunumu hazifamaktayiz. 2006 yili ve sonraki yillarda, ihtiyaca gére Pay Sahipleri ile lligkiler
Birimi’'nin kurulmasi tekrar degerlendirilecektir.

3. Pay Sahiplerinin Bilgi Edinme Haklarinin Kullanimi

Doénem igcinde pay sahiplerinden sundugumuz ve agikladigimiz bilgiler disinda herhangi bir bilgi talebi gelmemistir. Bilgi talebi gelmesi
durumunda, Genel Miidir (Yonetim Kurulu Uyesi) ile Mali Islerden Sorumlu Genel Muidiir Yrd. tarafindan ticari sir kapsaminda
olup olmadigi ve SPK mevzuati agisindan kamuya agiklanmasinin uygunlugu konulan degerlendirilerek yazili olarak cevap verilmekte,
Yénetim Kurulu da belli periyodlarda konu ile ilgili bilgilendiriimektedir.

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

Ayrica, sirketimizin web sayfasinda; ""Yatinma lligkileri” bélimi olup, periyodik olarak da yatinmcr sunumu hazirlanmaktadir.

Ozel denetci 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 yapiimamustir. Sirketimiz zaten seffaf olarak yonetilmekte, ve pay sahiplerinden gelebilecek her ttrli talebi blytik 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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I. 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 2005 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 General 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 A.S.) 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 icinde, 2004 yili faaliyetine iliskin olagan genel kurul $irket merkezimizde yapilmistir. Toplanti nisabi %63,55'tir. Genel Kurul
kamuya acik olarak gerceklestirilmis olup bir grup fabrika calisani da toplantiya katiimistir. Ayrica, yazili ve gérsel basin temsilcileri,
cesitli araci kurum ve kurulug yetkilileri ile izleyici hiiviyetinde katiimak isteyenlerin ttimine katilim imkani verilmistir.

Toplantiya davet:

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

e Toplantiya ¢agr ilanlar (gindem, vekaletname 6rnegi ve varsa ana mukavele tadil metinleri) 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 taahhtitlti mektupla cagri ilanlan génderilmektedir.

Sirketimizde nama yazili hisse senedi bulunmamaktadir.

Sirketimizin ilgili dénem Bilangosu, Gelir Tablosu ile Yénetim Kurulu ve Denetgi raporlar Genel Kurul toplanti tarihinden 20 gtin
oncesinden itibaren Sirket merkezinde hisse senedi sahiplerinin tetkikine hazir bulundurulmakta ve ayrica genel kurula iliskin olarak
yapmis oldugumuz ilanlarda bu hususlar ayrica belirtilmektedir.

Pay sahipleri tarafindan glindem maddelerinin gortstlmesi esnasinda yapilan dnerilerde degerlendiriimekte olup oylama sonucuna
gore verilen 6neriler dogrultusunda gtindem maddeleri goristiltip karara baglanmaktadir. Bazen genel kurul sonunda pay sahipleri
sirketle ilgili konularda soru sormaktadir. Sorular SPK mevzuati cercevesinde degerlendiriimekte ve en uygun bir sekilde ortaga
cevap vermeye calisiimaktadir.

Bolunme, onemli tutarda malvarligr satimi, kiralanmasi gibi dnemli nitelikteki kararlarin genel kurul tarafindan alinmasi konusunda
ana sozlesmeye htkim konulmamis, boylelikle Sirketin karsisina ¢ikan firsatlar hizlica degerlendirip karara baglayarak islemleri daha
hizli bir sekilde gerceklestirmesi ngdrilmustur.

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 Yénetim Kurulu Bagkani veya Murahhas
Uye veya Genel Mudiire ait olmak tizere iki A Grubu imza aranmasi sarti getirilmistir.

Genel Kurula katilimi kolaylagtirmak amaciyla; toplantiya iliskin ¢agri ilanlart yaninda adres bildiren hamiline yazili pay sahiplerine
taahhttld mektupla ¢agri ilanlar gonderilmektedir. Genel kurul 200 kisi alabilecek kapasiteli genis bir salonda yapilmaktadir.

Toplant tutanaklan, 6zel durum agiklamasi ile IMKB ve SPK'ya ayni giin fakslanmakta olup, aynca 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.
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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 2004. Quorum for the meeting was 63,55%. 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.

* Callto meeting (together with the meeting agenda, sample power of attorney, 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 |5 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 concerning 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.
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5. Oy Haklari ve Azinlik Haklari

Sirketimizin ana sdzlesmesinde oy haklarinin kullanimina yonelik bir imtiyaz bulunmamaktadir.
Karsilikl istirak icinde olan sirketler bulunmamaktadir.

Sirket olarak azinlik paylarinin temsili cogunluk hissedarlanmizin sirket yénetiminde temsil ediimesi kadar 6nem tagimaktadir.
Sirketimizde %2,25 hisse sahibi olan Sn. Inan Kirag ve %1,46 hisse sahibi olan Sn. Talat Diniz sirket yénetim kurulumuz Gyeleridir.

Ana Sézlesmemizde azinlik paylarinin yonetimde temsili ile birikimli oy kullanma yontemi konular dizenlenmemistir.
6. Kar Dagitim Politikasi ve Kar Dagitim Zamani
Sirketin karina katiim ve kar payr dagrtimina iliskin imtiyaz sézkonusu degildir.

Sirket ana mukavelesinde agiklanan asagidaki bilgiler ve ilgili Sermaye Piyasasi Kurulu tebligleri disinda farkli bir kar dagitim politikasi
izZlenmemektedir.

KARIN TAKSIMI

Madde 27-

Sirketin genel giderleri ile muhtelif amortisman bedelleri gibi sirketce denmesi veya ayrilmasi zaruri olan miktar hesap senesi
sonunda tesbit olunan gelirlerden indirildikten sonra kalan ticari kardan Sirket ttzel kisiligine terettlp eden vergi ve diger
yuktmluluklerin 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 dagrtilmak tzere asgari Sermaye Piyasasi Kurulu'nun tesbit ettigi oranda birinci temettd hissesi ayrilir.
c) Bakiye karin kismen veya tamamen ikinci temettU olarak ortaklara dagitiimasina veya kismen veya tamamen olagantstt yedek
akceye ayrilmasina, Idare Meclisi Gyeleri 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 hikm saklidir.

e) Yasa hukmu ile ayrilmasi gereken yedek akgeler ile esas s6zlesmede pay sahipleri icin belirlenen birinci temettt aynilmadik¢a
baska yedek akge aynimasina, ertesi yila kar aktarilmasina ve birinci temettt dagitilmadikga yonetim kurulu tyeleri ile, memur,
mustahdem ve iscilere kardan pay dagitiimasina karar verilemez.

KARIN TEVZI TARIHI

Madde 28-

Senelik karin hissedarlara hangi tarihlerde ve ne sekilde verilecegj, idare meclisinin ilgili mevzuat htikiimleri ¢cercevesinde teklifi
Uzerine umumi heyet tarafindan kararlagtinlir. Esas mukavele htktmlerine uygun olarak dagitilan karlar geri alinmaz. Sirket, belirli
bir doneme karsilik gelen kann 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 so¢zlesmemizde pay devrini kisitlayici kiiktimler mevcut degildir. Ancak Yonetim Kurulunun  yeni hisse senedi ¢ikariimasina
karar verirken, mevcut ortaklarin yeni pay alma haklarini kisitlama hakki saklidir.
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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 1,46% % 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.

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 cited
below and the related Communiques of Capital Market Board.

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.
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BOLUM Il - KAMUYU AYDINLATMA VE SEFFAFLIK
8. Sirket Bilgilendirme Politikasi

Sirketin agiklanmis bilgilendirme politikasi hentiz olusturulmamakla beraber Sirket gerek IMKB ve SPK duyurular, gerek Intermet
sitesinden paylastigl bilgiler (Faaliyet raporfari, en son ortaklik yapisi, Grtin bilgisi, yonetim kurulu tyeleri, sirket haberleri, otomotiv
pazarindaki pazar paylar, mali tablolar v.b.) ve de genel kurullari araciligiyla hem hissedarlarini hem de menfaat sahiplerini
bilgilendirmektedir.

Sirket 2006 yilinda da SPK mevzuatinin tim gereklerine uyacak sekilde internet, email, 6zel durum agiklamalan, yatinmer sunumu,
yatinmci toplantisi v.b. metodlarla yatinmciyr tam ve zamaninda bilgilendirmeye devam etmeyi amaglamaktadir.

9. Ozel Durum Agiklamalar

2005 Yili igerisinde, sirketimizce |6 adet 6zel durum agiklamasi yapilmis olup bunlara ilgili SPK veya IMKB tarafindan ek agiklama
istenmemistir.

Sirket hisse senetleri yurt disi borsalarda kote edilmemistir.

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

10. Sirket internet Sitesi ve Icerigi

Sirketimizin internet sitesi bulunmakta olup www.karsan.com:tr adresinden ulasilmaktadir. Sézkonusu internet adresinde Sirketimiz
hakkinda talep edilebilecek muhtelif bilgilere yer verilmis olup, sitemizde SPK tarafindan ¢ngdriilen asgari hususlan da iceren ve
gelismelere gore glincellenen bir “Yatinmar lliskileri” baltimi bulunmaktadir. Sirket Faaliyet Raporumuz intemet sitesinden de
ulagilarak incelenebilir durumdadir.

I'l. Gergek Kisi Nihai Hakim Pay Sahibi/Sahiplerinin Agiklanmasi

Sirketimizin ttzel kisilik olan ortaklaninin ortaklik yapilarinin kamuya agiklanmasina gerek duyulmamistir. Blydk ortagimiz Kiraga
Otomotiv San.ve Tic.YatA$. nin ortaklik yapisi asagidaki gibidir ;

Inan KIRAC %54
Silcolux %45
Diger %

12. 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 kuruluslar, derecelendirme kuruluslari, sendikalarin bu maddenin istisnasini teskil ettigini dustintyoruz. Bu
kisiler disinda gérevleri geresi iceriden dgrenebilecek durumda olarak Yénetim 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. Gunduz K&semen, Sn. Jan Nahum ve Sn. Mehmet Can Karabag ile Ust dlizey yoneticilerimiz Sn. Suphi
Burak Kurtaran ve Sn. Munir Yavuz isimleri bu pozisyondaki kisilerin listesi olarak agiklanabilir. Sirket calisanlary, Karsan A.S.'de
calisma stiresince ve sonrasinda ticari sir niteligi tasiyan sirket bilgilerini korurlar, kullanmazlar ve bu konuda gizlilik s6zlesmesi
imzalarlar.
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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 Reports, 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 2006 is to continue informing the investors completely and in due time as per all the requirements
of CMB regulations over the intemet, by e-mail, through special situation disclosures, investor presentations, investor meetings
and by other methods.

9. Special Situation Disclosures

|6 special situation disclosures have been made by the Company in 2005, 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's internet 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's Annual Report can be accessed and reviewed on our internet site.

I 1. 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 1%

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, Gindiiz Késemen, Jan Nahum,
and Mehmet Can Karabag in the capacity of Board of Directors Members; and Suphi Burak Kurtaran, Munir Yavuz 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.S. and thereafter, and sign a confidentiality
agreement with respect to such an obligation.
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BOLUM IIl - MENFAAT SAHIPLERI
I3. Menfaat Sahiplerinin Bilgilendirilmesi

Haftalik olarak yapilan koordinasyon toplantilarinda, sirketimizin ilgili tim birim yoneticileri bilgilendirilmektedir.

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

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

Sirket tarafindan yapilan 6zel 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 bilgilendirilimektedir.

14. Menfaat Sahiplerinin Yénetime Katilimi

Halihazirda menfaat sahiplerinin ydnetime katilimi konusunda bir model olusturulmamistir. Ancak haftalik koordinasyon toplantilarinda
tim orta ve Ust kademe yoneticilerin sirket kararlarinin veriimesi agamasinda gorusleni alinmakta ve degerlendirimektedir. Sirket
genelinde uygulanan 6neri sistemi ile tm ¢alisanlanin yénetime katilimi aktif olarak saglanmaktadir. Musteriler, tedarikgiler, sendikalar
potansiyel ve halihazirdaki yatinmcilar ile cesitli toplantilar yapilmaktadir.

I5. insan Kaynaklari Politikasi

Sirketimizin bir insan Kaynaklari politikasi mevcuttur. Karsan calisanlarina deger vermeyi, musterilerine ve hissedarlarina deger
yaratmay! ve her zaman en iyi hizmeti saglamayi ilke edinmis profesyonel bir kurumdur.

Cagdas uygulamalarimiz ve stratejik insan kaynaklan planlamamiz sayesinde yetkinlik dtizeyleri yiksek ¢alisanlar dogru pozisyonlarda
degerlendirerek stirekli egitmekte ve calisanlanmizin bilgi ve beceri diizeylerini arttirmaktayiz.

Hedeflerimize ulasmanin insan kaynagimizin gelisimiyle gercekleseceginin bilincinde olarak glinimiz ve gelecekteki planlarimizi
hedef verme, stirekli egitim, degerlendirme, seffaflik ve katilimcr calisma anlayisiyla sekillendirdik.

Bu kapsamda ¢alisma arkadaslarmizda aradigimiz ortak yetkinlikler sunlardir;
*  Ekip calismasi

o Etkili iletisim

e Yaraticlik

e Katilimailik, ortak ¢alisma

 Insiyatif

» Cesaret ve kendine gliven

*  Yenilikgilik ve degisime agik olmak

e Musteri odaklilik

+ Oz motivasyon ve diger ekip tiyelerini motive edebilme
e Proaktif ve etkin, cabuk karar verebilme

Idari kadromuzda yeralmak isteyen adaylarin asagidaki ortak ézelliklere de sahip olmasi gerekmektedir;
* Lisans veya lisans Ustd Universite mezuniyeti,

+  Cok yi derecede Ingilizce ve/veya Fransizca bilgisi,

Calisanlar ile iligkileri yiriitmek tizere temsilci atanan temsilci Insan Kaynaklar Madarti Sn. Hiuseyin DEMIR'dir.
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SECTION Ill - 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.

I4. Participation of Stake Holders in Management

No model has been developed yet 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, potential and existing investors.

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:

e 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.
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IS TANIMI :

»  Karsan organizasyonunun i¢ canliligin, stirekliligini ve performansini arttirmak amact ile, insan kaynaklart politikasinin olusturulmasina
katkida bulunmak, olusturulan politikayi sirket calisanlarina benimsetmek, etkin uygulamak ve uygulatmak; insan kaynaklar konusunda
isletme yonetiminin birinci dereceden sorumlusu oldugu bilinci icinde bu politikalarin uygulanmasi icin gerekli uzmanlig saglamak
ve strekli gelistirmek.

* Karsan insan kaynaklari ile ilgili kadro analizi, is analizi, Ucret, performans degerlendirme, kariyer gelistirme, takdir ve odullendirme,
calisanlarin memnuniyetinin olcllmesi ve degerlendirilmesi, konularinda ¢alismak, gereksinim duyulan personel igin kaynak yaratmak,
sirket kiltUrind yayginlastirmak.

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

*  EndUstni iliskileriyle ilgili olarak, personel hareketleri, ise alma, 6zltk isleri, tahakkuk islemleri, Ucret ve ekleriyle ilgili faaliyetleri
yurttmek.

e Egitimle ilgili olarak, insan kaynaklan ile ilgili egitim politikalarini belilemek, 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.
16. Misteri ve Tedarikgilerle iliskiler Hakkinda Bilgiler

Karsan is prensip ve hedefleri cercevesinde, "musterimiz varlik sebebimizdir" bilinci ile faaliyetlerini dizenlemektedir. Bu ¢ercevede
Karsan, gerek duizenli olarak yapilan saha faaliyetleri gerek diizenlenen anket ve distributor bilgi aktarimi ve gerekse tarafimiza
iletilen elestiri ve gdrugleni dikkate alir, inceler ve uygulanmasi mimkin olanlan devreye almayi planlayan bir yaklasim ile faaliyet
gosterir. Musteri ve tedarikgilerimizin dogru ve zamaninda bilgilendirilmesi vazgegilmez bir prensip olarak degerlendirimektedir.
Musteri ve tedarikgilerle iliskilerde memnuniyetin saglanmasi blytk nem tasimaktadir. Varlik sebebimiz olan misterilerimizin ve
varligimizi saglayan tedarikgilerimizin, ticari sir kapsamindaki tim bilgilerinin gizliligine hassasiyetle 6zen gésterilerek karsilikli gliven
ortami saglanmaktadir.

Sirketimiz ile mUsteriler ve tedarikgiler arasinda haksiz menfaatten uzak, iyi iliskilerin kurulmasi ve taraflar arasinda yapilan anlasma
kosullarina uyulmasi icin sirketimizce gerekli ©nlemler alinmig ve bu konudaki hassasiyetimiz tim ¢alisanlarimiza iletiimis ve ortak
sirket bilinci ortami yaratiimistir. Bu konudaki ¢alismalar, yillardir olusmus olan sirket kalttrd, ise alimlarda gosterilen 6zen, yénetimin
ornek davraniglan ve duizenli olarak yapilan genel ve birimsel yonetim toplantilari ile stirekli olarak takip ve kontrol edilmektedir.
Karsan, kalite politikasi kapsaminda, musteri beklentilerini karsilamak ve bunlan asmak igin, Grtin kalitesini stirekli olarak gelistirmeyi
kendine hedef segmistir. Karsan organizasyonu igcindeki herkesin uyum icinde bir buttin olarak ayni hedefe dogru gitmesini saglarken,
kalite sistemini operasyonlarin temeli olarak almaktadir. Faaliyet gosterilen alan geregi, tim drinler ilgili mevzuata uygun olarak
Uretilmektedir. Bu kapsamda ilk seferinde dogru yapmak, yapilani 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 ¢alismalart ylriterek durum tespiti yaparlar ve misteri memnuniyeti cercevesinde
konunun sonuca ulastiriimasina ¢aligilir.

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 distribltor firmamiz ile dizenli olarak yapilan kalite ve degerlendirme toplantilan, kendilerinin
koordinasyonu ile diizenlenen saha ziyaretleri ile musterilerimizin gorls ve taleplerini stirekli takip etmekteyiz. Bu tir organizasyonlar,
ilk elden musteri ile temasa imkan vermekte olup, hem kendilerinin olasi sikintilanina da zamaninda ¢6zim saglamaya yonelik buytk
katki saglamaktadir.
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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 conceming 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.
|6. 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. 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.
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17. Sosyal Sorumluluk

Karsan Otomotiv A.S. Ocak 2004'te ISO 14001 Cevre Yonetimi Sistem Belgesi almistir. Karsan, ¢evreyi korumak ve strekliligini
saglamak icin tUm cevre yasa ve yonetmeliklerine uyarak; cevre etkilerini kontrol altinda tutmak, bu etkileri azaltarak ¢evresel
performansini strekli iyilestirmek amaciyla Cevre Yonetim Sistemini kurmustur. KARSAN Cevre Yonetim Sistemi ¢alismalar
kapsaminda; enerji ve dogal kaynaklanin kullaniminin azattilimasi, geri kazanim faaliyetlerinin desteklenerek atik miktarinin indirgenmesi
hedeflenmistir. Son teknoloji ile donatiimis evsel ve endUstriyel atik su aritma tesisinde  atik sular ilgili ydnetmeliklerde verilen desarj
standartlarinin altina indirilmekte olup ¢ikis suyu analiz ve kontrolleri dtizenli olarak yapilmaktadir. Kurulan atik ydnetim sistemi
ile Uretim ve diger faaliyetler sonucu olusan atiklar ayn ayn toplanarak ¢evre kirliligine sebep olmayacak sekilde bertaraf ediimektedir.
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 ¢alisanlarinin - ¢evreye olan duyarliigini
arttirmayi hedeflemekte olup her yil bu kapsamda bilinglendirme egitimleri diizenlemektedir.

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

BOLUM IV - YONETIM KURULU

18. Yénetim Kurulunun Yapisi, Olusumu ve Bagimsiz Uyeler

Yonetim Kurulu:

Bagkan: inan KIRAC Icraci olmayan

Bagkan Yrd: Talat DINIZ Icraci olmayan

Murahhas Uye: Klod NAHUM icraci

Uye: Guindtiz KOSEMEN Bagimsiz (den sor kom tiye)
Uye: Yigit Tahsin OKUR Bagimsiz (den sor kom tye)
Uye: Jan NAHUM Bagimsiz

Uye ve Genel Mudiir: Mehmet Can KARABAG Icraci

Genel Kurul'da Yonetim Kurulu Gyelerinin segilmesini takiben, gérev dagilimina iliskin karar alinarak Yonetim Kurulu Bagkan ve
vekili tespit edilmektedir.

Donem icerisinde muhtelif sebeplerle Yonetim Kurulu tyeliklerinde bosalma oldugu takdirde Tirk Ticaret Kanunu'nun (TTK) 315.
maddesi htktimleri uygulanir.

Bagimsiz yonetim kurulu Gyelerinin ilgili faaliyet ddneminde bagimsizliklarini ortadan kaldiran bir durum ortaya gikmamistir.
Icrada yer alan ydnetim kurulu tyeleri tye sayisinin yanisindan azdir.

Bagimsiz Uye sayisi ikiden fazla olup, Uyelerin bagimsizlik beyanlari ekte sunulmustur agiklama Mevcut bagimsiz Uyelerimizin
bagimsizliklarini ortadan kaldirici bir durum olusmamistir.

Sirketimizde mevcut bagimsiz yonetim kurulu Gyelerinin Sirketimizle ilgili islerde gosterdikleri 6zen ve dikkat gbz 6ntine alinarak,
Sirketimiz disinda yaptiklan calismalarin Sirketimizin yonetim mekanizmasini olumsuz etkilemedigini dustinerek ve yénetim kurulu
Uyesi seciminde bu kriterler gozonine alindigi igin yonetim kurulu Uyelerinin sirket disinda bagka gérev veya gorevler almasi belirli
kurallara baglanmamistir/sinirlandiriimamistir.
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I7. Social Responsibility

Under this paragraph, information will be given about environmental, regional and general public activities (supported/pioneered
social activities, and social activities directed to the people in the region). Furthermore, suits filed against the Company during
the concerned period if any, for environmental damage, and the conclusions of such suits will be explained together with information
whether or not environmental impact evaluation reports exist concerming operations.

Karsan Otomotiv AS. 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: Gindtiz KOSEMEN Independent (Audit comm. member)
Member: Yigit Tahsin OKUR Independent (Audit comm. member)
Member: Jan NAHUM Independent

Member and

General Manager: Mehmet Can KARABAG Executive

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 concermed 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. Explanation is not required.

The number of independent members is more than two, and the members' statement of independence is enclosed herewith.
Explanation is not required. Nothing occurred to overrule the autonomy of our existing independenet 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.
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19. Yénetim Kurulu Uyelerinin Nitelikleri

Genel olarak y&netim kurulu Uiye seciminde aranan asgari nitelikler SPK Kurumsal Yoénetim Ilkeleri IV. Bélumanin 3.1.1, 3.1.2 ve
3.1.5. maddelerinde yer alan niteliklerle drttismektedir.

Buna iliskin esaslarla ilgili olarak $irket esas sdzlesmesinde “TTK'nun 315'inci maddesi geregince kanuni sartlara haiz kisilerden
secilecesi belirtilmistir. Ancak SPK Kurumsal Yénetim llkeleri IV. Bsluminitn 3.1.1, 3.1.2 ve 3.1.5. maddelerinde belirtilen esaslar
ayrica belirtimemistir.

20. Sirketin Misyon ve Vizyonu ile Stratejik Hedefleri
Yonetim Kurulu Sirketin yillik misyon ve vizyonunu belirleyerek Genel Muddr'e bildirir.

MISYON: Tirk Otomotiv Sanayi'nde atil kapasite olusumuna izin vermeyecek fason tretim modelini olugturmak ve bu modeli
kullanarak bir¢ok farkli marka igin Uretim yapmak suretiyle ihracata yonelmek.

VIZYON: Farkli markalan ayni anda Greten, her ttirlti teknik kapasitesini Tirkiye'nin ve diinyanin énde gelen otomotiv kuruluslannin
kullanimina agmis, 6zel Urtinleri de Uretebilecek esnek bir Uretici konumu ile Ttrk Otomotiv Sanayinde fason Uretim modelinin
lideri olmak.

Genel Mudur, sirketin vizyon ve misyonunu medya ve web sayfamiz vasitasiyla kamuya duyurur. Genel Midur tarafindan bunlara
gore belirlenen stratejik hedefler Uzerinde ydnetim kadrosuyla da mutabik kalindiktan sonra ¢alisanlara duyurulur. Yonetim kurulu
sirketin hedeflerine ulasma derecesini, faaliyetlerini ve gecmis performansini ayda bir gozden gecirmektedir. Yillik bazda yénetim
kurulu baskan her sene faaliyet raporunda yaptigi degerlendirmelerle sirketin isleyisi ve bir &nceki yila iliskin performansi hakkinda
genel bilgi verir.

21. Risk Yénetim ve I¢ Kontrol Mekanizmasi

Sirketin icinde ayri bir risk yonetim ve i¢ kontrol mekanizmasi olusturulmamig fakat Sirketin bagli oldugu Kiraga Holding tarafindan
(her sene 6 ayda bir) i¢c denetim yapiimaktadir. Ana hissedanmiz Kiraga tarafindan yapilan bu denetim hem mali hem de yonetimsel
bir denetim niteligindedir.

22. Yénetim Kurulu Uyeleri ile Yéneticilerin Yetki ve Sorumluluklari

Sirket ana sézlesmesinde, Yonetim Kurulu Uyelerinin yetki ve sorumluluklariyla ilgili olarak asagidaki maddeler mevcut olup, her
yetki ve gorev degisiminin ana sézlesme degisikligi gerektirmesi ve bunun da genel kurul onayi gerektirecegi distintlerek, zaman
ve finansal agidan etkin olmak amaciyla ana sézlesmede ayrica bir yetki ve gorev belilemesi yapilmamistir. Ancak sirketin imza
sirkilerinde her bir yonetim kurulu tyesinin yetki ve sorumluluklar belirlenmis olup, ticaret sicilinde de tescil edilmistir.

SIRKETI iLZAM

Madde | I-

Sirketin idaresi ve disarya karsi temsili idare meclisine aittir. Sirket tarafindan verilecek bttin belgelerin ve akdolunacak mukavelelerinin
muteber olabilmesi icin bunlarin sirketin resmi Unvani altina konmus ve sirketi ilzama saldhiyetli iki kisinin imzasini tasimasi 1azimdir.

iDARE MECLISI AZALARININ VAZIFELERI

Madde 12-

Idare meclisi her sene azalari arasindan bir reis ve bir reis vekili secer, ayrica sirketi temsil ve idare icin azalan arasindan bir veya
iki murahhas &za secebilir. Idare meclisi sirketin idaresi icin tayin edecegi umumi midur veya midurlere tesbit edecegi saldhiyetleri
verebilir. Kararlar ekseriyetle verilir. Reylerin musavi bulunmasi halinde reisin reyini verdigi taraf ekseriyetle temin edilmis sayilir.

Tum yoneticilerin is tanimlary, hedefleri ve bunlarin yer aldigi performans sézlesmeleri mevcut olup, yetki ve sorumluluklar bunlara
gore dizenlenmektedir.
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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 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.

VISION: To become leading subcontractor of Turkish Automotive Industry, flexible enough to produce various brands under
the same roof, offering Turkey and the World's leading automotive institutions cutting edge technical production capacity.

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 conceming 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.

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 majority 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.
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23. Yonetim Kurulunun Faaliyet Esaslari

Toplanti glindemi Y&netim Kurulu Bagkani, Bagkan Yardimcisi ve/veya Murahhas Uyesi ile Sirket Genel Muduri’nin gériismesi
ve mutabakata varmalar neticesinde belirlenmektedir.

Donem icinde 19 defa toplanti yapiimistir. Toplantilara katilim genelde Yonetim Kurulu asgari Uye sayisinin bir fazlasi olarak
gerceklesmektedir. Toplanti gindemine gére tim Uyelerinden katilimi da olmustur.

Toplantiya ¢agr ydntemi olarak telefon ve/veya e-mail araciligiyla bildirim kullaniimaktadir. Toplantilarin organizasyonu Sirket
merkezindeki icraci Yoénetim kurulu Uyelerimizden Genel Mudur'imuzin asistani tarafindan yuriittlmektedir.

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 llkeleri'nin V. Bslimi'ntin 2.17.4'tncti maddesinde yer alan konularda y&netim kurulu toplantilarina fiillien
katiim saglanmaktadir.

Toplanti esnasinda yonetim kurulu Uyesi tarafindan yoneltilen sorular konularin ¢esitligine gore karara islenmekte olup, yénetim
kurulu kararlanimizin 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 Yasagi

Ana sozlesmede 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 konulari gerektiren hususlarda genel kurulun goriisti
alinmaktadir.

25. Etik Kurallar

Sirketimiz icinde hentz genel kurulun bilgisine sunulmus olmamakla beraber kisaca asagida dzetledigimiz etik kurallari uygulamaya
calismaktayiz;

e Yonetim kurulu Gyeleri pay sahipleri aleyhinde sonug verecek baskilara boyun egmez, maddi menfaat kabul etmez.

e Yonetim kurulu Uyeleri ve sirket yoneticileri tarafindan sirket ile ilgili konularda kamuya yapilan agiklamalar, zamaninda ve
duizenli olarak yapilir.

e Yonetim kurulu Gyeler, sirket ile ilgili gizli bilgi veya ticari sir niteligi tasiyan bilgileri kamuya agiklayamaz. Ayni sekilde, bu bilgilerin
sirketin diger celisanlar tarafindan da sirket disina gikanilmasini énlemek icin gerekli nlemleri alir.

e Sirketimiz, faaliyetlerini yerine getirirken sosyal sorumluluklara duyarli olur.

e Sirketimiz ydnetim kurulu Gyeleri ve yoneticileri, pay ve menfaat sahiplerinin sirket hakkinda bilgi almasini engelleyecek girisimlerde
bulunmazlar.

e Sirketin yonetim kurulu Uyeleri, sirket ile rekabet etmemekte ve sirketin direkt istigal konularina giren alanda faaliyet
gostermemektedirler.

26. Yonetim 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 tzere denetimden sorumlu komite olusturulmustur. Olusturulan bu komitede Sn. Yigit
Tahsin Okur ile Sn. Ginditiz Kosemen gorev almaktadir.

Kurumsal Yénetim Komitesi olusturulmasi konusunda, Mevzuat ve SPK'nca yayimlanacak dtizenlemeler dogrultusunda hareket
edilecektir.
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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.

|9 meetings have been held during the concemed 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 summarnized below, atthough 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 Gunduz Késemen are the members of this committee.

Corporate Governance Committee will be organized in accordance with concerned laws and the regulations to be promulgated
by CMB.
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27. Yénetim Kuruluna Saglanan Mali Haklar
Yonetim kurulu tyelerine bu dénemde; Ocak — Aralik briit 2.000 YT/ ay hakki huzur 6demesi yapilmistir.
Hakki huzur tcretini genel kurul tesbit eder ve Yonetim Kurulu tyelerine bunun haricinde bir menfaat saglanmaz.

Ayrica, ddnem igerisinde sirketimizin herhangi bir Yonetim Kurulu Uyesi ve Gst dizey yoneticisi ile borg iliskisi kurulmamistir.
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27. Remunerations for the Board of Directors

Attendance fees of YTL 2.000/month gross between the months of January — 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.





