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December 31, 2006
(Currency - Thousands of New Turkish Liras (YTL))

3. ACCOUNTING POLICIES AND PRINCIPLES (Continued)

The fair (market) values of the financial instruments are determined in accordance with the following methods and assumptionsas
follows:

Financial Assets

Monetary assets for which fair value approximates carrying value are carried at cost in the financial statements and consists
of cash and cash equivalents, their interest accruals, and other financial assets; and considered to approximate their respective
carrying values due to their short-term nature and negligible credit losses. The carrying value of accounts receivable along
with the related allowance for unearned income and uncollectibility are estimated to be their fair values.

Financial Liabilities

Monetary liabilities for which fair value approximates carrying value including accounts payable, short-term bank borrowings
and other monetary liabilities are considered approximate their respective carrying values due to their short-term nature. The
bank borrowings are stated at their amortized costs and transaction costs are included in the initial measurement of bank
borrowings. The fair value of bank borrowings are considered to state their respective carrying values since the interest rate
applied to bank borrowings are updated periodically by the lender to reflect active market price quotations. The carrying value
of accounts payable along with the related allowance for unrealized cost is estimated to be their fair values.

Income Taxes

Tax expense / (income) is the aggregate amount included in the determination of net profit or loss for the period in respect of
current and deferred tax.

Deferred tax is computed, using the liability method, on all temporary differences at the balance sheet date between the tax
bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred tax assets are recognized for all deductible temporary differences, carry-forward of unused tax credits and unused
tax losses, to the extent that it is probable that taxable profit will be available against the deductible temporary differences.
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 profit will be available to allow all or part of the deferred tax asset to be utilized.
Deferred taxes arising from income and expenses accounted under equity are also recorded under equity.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the asset is
realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the
balance sheet date.

Employee Benefits/Reserve for Retirement Pay
Defined Benefit Plans

In accordance with existing social legislation, the Group is required to make lump sum termination indemnities to each employee
who has completed one year of service with the Group and whose employment is terminated due to retirement or for reasons
other than resignation or misconduct.

In the consolidated financial statement, the Group has reflected a liability calculated using “Projected Unit Credit Method” and
based upon factors derived using the Group’s experience of personnel terminating their services and being eligible to receive
benefits, discounted by using the current market yield at the balance sheet date on government bonds. All actuarial gains and
losses calculated are reflected in the income statement.
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3. ACCOUNTING POLICIES AND PRINCIPLES (Continued)
Defined Contribution Plans

The Group is obliged to pay premiums to Social Security Agency for its employees during the period of employment. The Group
does not have any further obligation as long as it realizes the payment of such premiums. Social security premiums are reflected
in the personnel expenses as they accrue. During 2006, the Group had social security premium expenses amounting to YTL
26.828 (December 31, 2005 - YTL 25.189).

Earnings per Share

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

In Turkey, companies can increase their share capital by making a pro rata distribution of shares (Bonus Shares) to existing
shareholders without consideration for amounts resolved to be transferred to share capital from retained earnings and revaluation
surplus. For the purpose of the EPS calculation such Bonus Share issues are regarded as stock dividends. Dividend payments,
which are immediately reinvested in the shares of the Group, are regarded similarly.

Subsequent Events

Post-period-end events that provide additional information about the Group’s position at the balance sheet date (adjusting
events), are reflected in the financial statements. Post-period-end events that are not adjusting events are disclosed in the
notes when material.

Provisions, Contingent Assets and Liabilities

Provisions

A provision is recognized when, and only when the Group has a present obligation as a result of a past event and it is probable
that an outflow of resources embodying economic benefits will be required to settle the obligation, and a reliable estimate can

be made of the amount of the obligation.

Provisions are recognized by the amortized amount as of balance sheet date in case that the monetary loss is material.
Provisions are reviewed at each balance sheet date and adjusted to reflect the current best estimate.

Warranty Provision

The Group provides free of charge maintenance service for the vehicles, during the first two-year period following the date of
sale. Export sales of the Group are not under a warranty commitment. Warranty provision is periodically reviewed and reassessed
in accordance with the realized expenses in the previous periods.

Contingent Assets and Liabilities

Contingent liabilities are not recognized in the financial statements, but are disclosed unless the possibility of an outflow of

resources embodying economic benefits is remote. A contingent asset is not recognized in the financial statements, but
disclosed when an inflow of economic benefits is probable.
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3. ACCOUNTING POLICIES AND PRINCIPLES (Continued)
Offsetting

Financial assets and liabilities are offset and the net amount reported in the balance sheet when there is an intention to settle
on a net basis or realize the asset and settle the liability simultaneously.

Foreign Curreny Transactions and Translation

Income and expenses arising in foreign currencies during the year have been translated at the exchange rates prevailing at
the dates of the transactions. Monetary assets and liabilities denominated in foreign currencies have been translated at the
exchange rates prevailing at the balance sheet dates, which is announced by Turkish Republic Central Bank. Exchange gains
or losses arising from the settlement and translation of foreign currency items have been included in the related income and
expense accounts, as appropriate.

Use of Estimates

The preparation of financial statements requires Group management to make estimates and assumptions that affect reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements, and
the reported amounts of revenues and expenses during the reporting period. Warranty provision, reserve for employee termination
and other provisions are relying significant estimates and judgments. Actual results could differ from those estimates. These
estimates are reviewed periodically, and as adjustments become necessary, they are reported in earnings in the periods in
which they become known.

Cash Flow Hedge

Changes in the fair value of a hedging instrument that qualifies as a highly effective cash-flow hedge are recognized directly
in shareholders’ equity.

The ineffective portion is immediately recognized in net profit or loss. If the hedge cash flow results in the recognition of an
asset or a liability, all gains and losses previously recognized directly in equity are transferred from equity and included in the
initial measurement of the cost or carrying value of the asset or liability. Otherwise, for all other cash flow hedges, gains and
losses initially recognized in equity are transferred from hedging reserve to net profit or loss in the same period or periods during
which the hedged firm commitment or forecasted transaction affects the income statement.

When the hedge ceases to be highly effective, hedge accounting is discontinued prospectively. In this case, the cumulative
gain or loss on the hedging instrument that has been reported directly in equity is retained in equity until the committed of
forecasted transaction occurs. When the committed or forecasted transaction is no longer expected to occur, any net cumulative
gain or loss previously reported in equity is transferred to the income statement.

Management considers an effective cash flow hedge relationship between foreign currency originated long term loans and
the realized and forecasted sales (items subject to be hedged) of light commercial vehicles (Doblo and Mini Cargo (MCV)).
Effectiveness of hedge relationship has been determined by the agreements made between the Company and Fiat and Peugeot
Citroen Automobiles SA (PSA). It is vastly probable to cover long term loan liabilities by the planned sales of MCV to Fiat and
PSA starting from 2008 until December, 2015. Additionally, it is also probable to cover long term loan liabilities for Doblo by
the present sales and planned sales to Fiat until 2008.
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3. ACCOUNTING POLICIES AND PRINCIPLES (Continued)
Related Parties

Parties are considered related when one party either through ownership, contractual rights, family relationship or otherwise,
has the ability to directly or indirectly control or significantly influence the other party. Related parties also include individuals
that are shareholders, members of the Company’s management and employees. Related party transactions are transfer of
resources or obligations between related parties, regardless of whether a price is charged.

Financial Risk Management Objectives and Polices

The Group’s principal financial instruments comprise cash and short-term deposits, consumer financing loans, investment
securities and bank borrowings. The main purpose of these financial instruments is to raise finance for the Group’s operations.
The Group has various other financial instruments such as trade debtors and trade creditors, which arise directly from its
operations.

The main risks arising from the Group’s financial instruments are foreign currency risks, interest rate risks and credit risk.
Credit Risk

Other than its related parties, the Group trades with only with recognized, creditworthy third parties. It is the Group policy
that all customers who wish to trade on credit terms are subject to credit screening procedures. In addition, receivable

balances are monitored on an ongoing basis with the result that the Group’s exposure to bad debts is not significant.

There are no significant concentrations of credit risk within the Group, other than the disclosed balances and transactions with
the related parties.

Interest Rates Risk

The Group is exposed to interest rate risk through the impact of rate changes on interest bearing liabilities and assets. These
exposures are managed by using natural hedges that arise from offsetting interest rate sensitive assets and liabilities.

Currency Risk

The Group is exposed to the foreign exchange risk through the impact of rate changes at the translation of foreign currency
denominated liabilities to New Turkish lira. The currency risks are monitored and limited by the analysis of foreign currency
position except for the cash flow hedge transactions.

Government Grants

Government grants are recognized where there is reasonable assurance that the grant will be received and all attaching
conditions will be complied with. When the grant relates to an expense item, it is recognized as income over the period necessary
to match the grant on a systemic basis to the costs that it is intended to compensate. Where the grant relates to an asset, it
is set up as deferred income. Where the Group receives non-monetary grants, the asset and that grant are recorded at nominal
amounts and is released to the income statement over the expected useful life of the relevant asset by equal annual installments.
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4. CASH AND CASH EQUIVALENTS

December 31, 2006

December 31, 2005

Cash on hand 12 23
Cash at banks

-demand deposits 25.826 22.862
-time deposits 492.598 460.891
Payment orders (72) (50)
Total 518.364 483.726

The breakdown of time deposits are as follows:

December 31, 2006 December 31, 2005

Amount Effective interest Amount Effective interest
(YTL Equivalent) rate per annum (%) (YTL Equivalent)  rate per annum (%)
Denominated in YTL 330.845 179-215 361.536 7-19
Denominated in USD 2.663 5 986 2,85
Denominated in EUR 159.090 3,1-3,5 98.369 2,85
Total 492.598 460.891

As of December 31, 2006, the maturities of time deposits are between a week and one month (December 31, 2005 - between
a week and ten months). As of December 31, 2006, there are no time deposits with maturities exceeding three months. The
time deposits bear fixed interest rates. As of December 31, 2005, the total amount of time deposits with maturities exceeding
three months is YTL 25.000. Accordingly, for the purposes of cash flow statement the cash and cash equivalents as of
December 31, 2005 is YTL 458.726.

As of December 31, 2006 the cash at banks comprise deposits amounting to YTL 458.523 (2005 — YTL 406.233) which are
deposited at banks, which are the related parties of the Group.

5. INVESTMENT SECURITIES

As of December 31, 2006, the Group does not have investment securities. As of December 31, 2005, securities, which are
classified as available for sale securities are amounting to YTL 10.324, comprised Turkish Government Bond with interest rate
of 14.7 % per annum, maturing as of September 27, 2006.

6. FINANCIAL LIABILITIES

a) Short-term Bank Borrowings

December 31, 2006 December 31, 2005

Amount in Thousands Amount Effective interest Amount in Thousands Amount Effective interest
(Original currency (YTL Equivalent) rate per annum (%) (Original currency (YTL Equivalent)  rate per annum (%)
Short-term bank borrowings
Denominated in YTL - 10.635 14 -20 - 21.270 12
Denominated in EUR 1.100 2.037 4,64 -5,1 50.800 80.645 2,99
Accrued interest 309 480
Total 12.981 102.395
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