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(Convenience translation of review report originally issued in Turkish)

Independent auditors’ review report on the interim financial statements of
January 1 - June 30, 2008

To the Board of Directors of
Otokar Otobls Karoseri Sanayi Anonim Sirketi:

Introduction

We have reviewed the interim financial statements of Otokar Otobiis Karoseri Sanayi Anonim §|rketi
(the Company), which comprise the balance sheet as at June 30, 2008, the income statement, \
statement of changes in equity and cash flow statement for the six month period then ended, and a
summary of significant accounting policies and other explanatory notes. Management is responsuble
for the preparation and fair presentation of these financial statements in accordance with flnanmal
reporting standards issued by Capital Market Board. Our responsibility is to express a conclusion on
based on our review of the interim financial statements. ‘

Scope of review
We conducted our review in accordance with standards on auditing issued by Capital Market Board A
review of interim financial information consists of making inquiries, primarily of persons responsnble for
financial and accounting matters, and applying analytical and other review procedures. A review IS
substantially less in scope than an audit conducted in accordance with standards on auditing issued
by Capital Market Board and consequently does not enable us to obtain assurance that we would
become aware of all significant matters that might be identified in an audit. Accordingly, we do not
express an audit opinion.

Balance sheets of the Company as at December 31, 2007 and June 30, 2007 and income statements
for the year and six months period then ended prepared in accordance with financial reporting |
standards issued by Capital Market Board were audited and reviewed, respectively, by other auditors.
In the review report of other auditors, dated August 2 ,2007, an unqualified conclusion was |ssued on
the financial statements as of and for the period ended June 30, 2007, and an unqualified audlt
opinion was issued on the financial statements as of and for the year ended December 31, 2007, in
other auditors report dated March 6, 2008.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the interim
financial statements do not present fairly the financial position of Otokar Otoblis Karoseri Sanayi Anonim
Sirketi as at June 30, 2008 and its financial performance and its cash flows for the six month perlod then
ended in accordance with financial reporting standards issued by Capital Market Board.

A member firm of Ernst & Young Global Limited
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Additional paragraph for convenience translation to English

As described in Note 2, accounting principles and standards applied in the accompanying finar‘ cial
statements (CMB financial accounting standards) are based on International Financial Reportirpg
Standards (IFRS) issued by the International Accounting Standards Board except for the adopt‘ion of
an earlier date for discontinuation of application of IAS 29 (Financial Reporting in Hyperinflatioqary
Economies). As per CMB financial accounting standards application of inflation accounting was

ceased effective as of January 1, 2005 whereas per IFRS it was ceased effective January 1, 2006.

Guney Bagimsiz Denetim ve Serbest Muhasebeci Mali Misavirlik Anonim Sirketi
A member firm of Ernst & Young Global Limited

S~

Erdem Tecer, SMMM
Engagement Partner

August 1, 2008
Istanbul, Turkey
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(Convenience translation of financial statements originally issued in Turkish)

Otokar Otobiis Karoseri Sanayi Anonim Sirketi
Balance sheet as of June 30, 2008

Prepared in accordance with the Communiqué No: XI-29 “Communiqué on Financial

Reporting Standards in Capital Markets”
(Currency —New Turkish Lira (YTL) unless otherwise indicated)

(Reviewed) (Audited)
Notes June 30, 2008 December 31, 2007

Assets
Current assets
Cash and cash equivalents 6 3.051.718 3.602.328
Financial investments 7 - -
Trade receivables 95.101.208 91.,992.630
- Trade receivables from related parties 37 2.732.382 225.747
- Other trade receivables 10 92.368.826 91,766.883
Receivables from finance sector operations 12 - -
Other receivables 11 47.694 7.525
Inventories 13 129.472.173 100/178.677
Biological assets 14 - -
Other current asset 26 20.660.849 15,382.062

248.333.642 211,163.222
Assets held for sale 34 - -
Total current assets 248.333.642 211/163.222
Non-current assets
Trade receivables 32.596.272 32,538.161
- Trade receivables related parties 37 - -
- Other trade receivables 10 32.596.272 32/538.161
Receivables from finance sector operations 12 - -
Other receivables 11 5.495 5.495
Financial investments 7 2.150.000 1.542.712
Investments accounted using equity method 16 - -
Biological assets 14 - -
Investment properties 17 - -
Property, plant and equipment 18 41.266.079 41.373.329
Intangibles 19 12.564.141 5.578.622
Goodwill 20 - -
Deferred tax asset 35 - -
Other non-current assets 26 - -
Total non-current assets 88.581.987 81.038.319
Total assets 36.915.629 292.201.541

The accompanying policies and explanatory notes on pages 8 through 52 form an integral part of the

financial statements.
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(Convenience translation of financial statements originally issued in Turkish)

Otokar Otobiis Karoseri Sanayi Anonim Sirketi
Balance sheet as of June 30, 2008

Prepared in accordance with the Communiqué No: XI-29 “Communiqué on Financial
Reporting Standards in Capital Markets”

(Currency —~New Turkish Lira (YTL) unless otherwise indicated)

(Reviewed) (Audited)

Notes June 30, 2008 December 31, 2007

Liabilities

Current liabilities

Financial liabilities 8 106.473.281 33.969.368
Other financial liabilities 9 - -
Trade payables 38.324.606 48.867.283
- Trade payables to related parties 37 4.543.301 5.731.766
- Other trade payables 10 33.781.305 43.135.517
Other payables 11 20.162.822 42.077.568
Liabilities from finance sector operations 12 - -
Government incentives and grants 21 - -
Tax liabilities from net income for the period 22,35 2.956.136 6.125.202
Provisions 22 13.955.340 9.804.067
Other current liabilities 26 2.250.442 3.881.452
184.122.627 144.724.940
Liabilities related with assets held for saie - -
Total current liabilities 184.122.627 144.724.940
Non-current liabilities
Financial liabilities 8 - -
Other financial liabilities 9 - -
Trade payables 461.085 -
- Trade payables to related parties 37 - -
- Other trade payables 10 461.085 -
Other payables 11 - -
Liabilities from finance sector operations 12 - -
Government incentives and grants 21 - -
Provisions 22 - -
Reserve for retirement pay 24 4.360.563 4.118.424
Deferred tax liability 35 391.164 852.060
Other non-current liabilities 26 - -
Total non-current liabilities 5.212.812 4.970.484
Shareholders’ equity
Parent Company’s equity
Paid-in share capital 27 24.000.000 2‘4.000.000
inflation adjustment on equity items 52.743.030 52.743.030
Adjustments to share capital and equity instruments (-} - -
Share premium - -
Revaluation surplus 27 1.475.287 898.363
Foreign currency translation adjustment - -
Restricted reserves 27 14.218.147 11.338.147
Retained earnings 27 20.646.577 15.953.643
Net income for the period 27 34.497.149 37.572.934
Minority interest - -
Total shareholders’ equity 147.580.190 142.506.117
Total liabilities 336.915.629 292.201.541
The accompanying policies and expianatory notes on pages 8 through 52 form an integral part of the
financial statements.
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(Convenience translation of financial statements originally issued in Turkish)

Otokar Otoblis Karoseri Sanayi Anonim Sirketi

Cash flow statement for the period ended June 30, 2008
Prepared in accordance with the Communiqué No: XI-29 “Communiqué on Financial
Reporting Standards in Capital Markets”

(Currency —-New Turkish Lira (YTL) unless otherwise indicated)

Notes June 30, 2008 June 30, 2007

Cash flows from operating activities
Net income before provision for taxes 41.922.406 1.462.168
Adjustments to reconcile net income to net cash flows from

operating activities:
Depreciation and amortization 18,19 2.543.703 1.966.284
Reserve for retirement pay 24 901.376 #13.860
Loss/(gain) on sale of property, plant and equipment 31 202.860 (13.606)
Interest expense 33 4.253.578 3.?31 .895
Foreign exchange gain/(loss) from borrowings 32,33 1.092.775 (1.443.800)
Interest income 32 (68.286) (143.072)
Provision for vacation pay liability 22 584.622 165.282
Operating profit before changes in operating asset and liabilities 51.433.034 5.739.011
Increase in trade receivables and other receivables (3.206.858) (18.446.866)
Increase in inventories (29.293.496) (21.173.222)
Increase in other current assets (5.278.787) (1.966)
Increase/(decrease) in trade payables (10.081.592) 3.557.538
Increase/(decrease) in other liabilities, provisions and other current

liabilities (19.979.105) 80.584.970
Taxes paid (11.085.583) (191.450)
Employee termination benefits paid 24 (659.237) (516.601)
Net cash (used in) / provided by operating activities (28.151.624) 49.551.414
Investing activities
Purchase of property, plant and equipment 18 (2.471.384) (1.575.136)
Purchase of intangible assets 19 (7.419.164) (41.505)
Proceeds from sale of property, plant and equipment 265.716 40.921
Interest received 68.286 143.072
Net cash used in investing activities (9.556.546) (1.432.648)
Financing activities
Increase/(decrease) on spot borrowings 34.377.536 (27.800.000)
Proceeds from bank barrowings 53.265.501 231760.700
Repayments of bank borrowings (17.264.717) (7.724.700)
Interest payments (3.220.760) (3.206.594)
Dividends paid (30.000.000) (30.?00.000)
Net cash provided by / (used in) financing activities 37.157.560 (44.970.594)
Net (decrease) / increase in cash and cash equivalents (550.610) 3/148.172
Cash and cash equivalents at the beginning of the period 6 3.602.328 637.141
Cash and cash equivalents at the end of the period 6 3.051.718 3.785.313

The accompanying policies and explanatory notes on pages 8 through 52 form an integral part of the
financial statements.
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(Convenience translation of financial statements originally issued in Turkish)
Otokar Otoblis Karoseri Sanayi Anonim Sirketi

Notes to the financial statements
As of June 30, 2008

Prepared in accordance with the Communiqué No: XI-29 “Communiqué on Financial
Reporting Standards in Capital Markets”

(Currency —New Turkish Lira (YTL) unless otherwise indicated)

1. Organisation and nature of operations

Otokar Otoblis Karoseri Sanayi A.S. (“Otokar” or “the Company”) was established in 1963 and|is
registered in Istanbul, Turkey and operating under the Turkish Commercial Code.

The Company operates in the automotive industry and land vehicles, armoured vehicles, minibuses
and midibuses, trailers, semi-trailers and cross-country comprises the majority of its production. The
number of the personnel in the Company is 1.217 (December 31, 2007 - 1.124).

The registered addresses of the Company are as follows:

Headquarters:

Aydinevler Mahallesi, Dumiupinar Cad. No:24 A BI.
81580 Kiglkyal / Istanbul

Factory:

Ataturk Cad. No: 9
54580 Arifiye / Sakarya

Financial statements are authorized for issue by the Board of Directors of the Company on August 1,
2008. Although there is no such intention, the Company Management and certain regulatory bodies
have the power to amend the statutory financial statements after issue.

The Company conducts part of its business transactions with the Kog Holding A.S. and relateq parties
and has both customer and supplier relationships with related parties. The Company is registered to
the Capital Market Board (“*CMB") and its shares are listed on the Istanbul Stock Exchange (“ISE”)
since 1996. As of June 30, 2008, the shares listed on the ISE are 29,91% of the total shares. As of
June 30, 2008, the principal shareholders and their respective shareholding percentages are as
follows (Note 27):

%

Kog¢ Holding A.S. 44,68
Unver Holding A.S. 24,81
Other 30,51

100,00

(8)




(Convenience translation of financial statements originally issued in Turkish)
Otokar Otobiis Karoseri Sanayi Anonim Sirketi

Notes to the financial statements (continued)
As of June 30, 2008

Prepared in accordance with the Communiqué No: XI-29 “Communiqué on Finan
Reporting Standards in Capital Markets”

(Currency —New Turkish Lira (YTL) uniess otherwise indicated)

2, Basis of presentation
2.1 Basis of presentation
The Company maintains its books of account and prepares its statutory financial statements in
Turkish Lira (YTL) in accordance with regulations on accounting and reporting framework and t
Uniform Chart of Accounts issued by the Ministry of Finance.

The financial statements have been prepared from statutory financial statement with adjustmer‘

reclassifications for the purpose of fair presentation in accordance with accounting and reportiqg

1cial

New
he

ts and

standards as prescribed by Turkish Capital Market Board. Until December 31, 2007, the Company

prepared its financial statements in accordance with Communiqué No. XI-25 “Communiqué on
Accounting Standards in Capital Markets” which sets out a comprehensive set of accounting
principles. In this Communiqué, the CMB stated that, as an alternative, application of accountin

g

standards prescribed by the International Accounting Standards Board (IASB) and the International

Accounting Standards Committee (JIASC) will also be considered to be compliant with the CMB
Accounting Standards. The Company prepared its financial statements under the alternative

application defined by the CMB as explained above until December 31, 2007. The financial statements

of current period are prepared in accordance with International Accounting / Financial Reportmg

Standards (IAS/IFRS) as prescribed in the CMB communiqué No:X1-29 "Communiqué on FmarpCIaI
Reporting Standards in Capital Markets" (Communiqué) which is published in the official gazette and
become effective as of April 9, 2008. In relation to this, other than certain reclassifications made on the
comparative financial statements for the compliance with the Communiqué, there has been no change

on the previously issued financial statements of the Company.

The financial statements have been prepared under the historical cost convention, except finan
assets carried at fair value.

With the decision taken on March 17, 2005, the CMB has declared that application of inflation
accounting is no longer required for companies operating in Turkey which are reporting in acco
with CMB Accounting Standards effective from January 1, 2005. The financial statements and

explanatory notes are presented using the compulsory standard formats as prescribed by CMB i

Communigué No:XI1-29 on April 9, 2008.

These financial statements have been prepared from the statutory financial statements of the

cial

rdance

n

Company with adjustments and reclassifications for the purpose of fair presentation in accordance

with accounting and reporting standards prescribed by Capital Markets Board. Such adjustments

mainly comprise effects of deferred taxation, employee termination benefits, depreciation of property,
plant and equipments based on their economic lives and on pro-rata basis, accounting for accruals,

rediscount of trade receivables and payables.

©)




(Convenience translation of financial statements originally issued in Turkish)
Otokar Otobtis Karoseri Sanayi Anonim Sirketi

Notes to the financial statements (continued)
As of June 30, 2008

Prepared in accordance with the Communiqué No: XI-29 “Communiqué on Financial
Reporting Standards in Capital Markets”

(Currency —New Turkish Lira (YTL) unless otherwise indicated)

2. Basis of presentation (continued)

Reclassifications made to 2007 financial statements

The Company prepared its financial statements in accordance with the Communiqué for the first time
at March 31, 2008. Per IFRS 1 “Presentation of Financial Statements”, the transition date to 1AS/IFRS
is January 1, 2007.

Certain reclassifications have been made in the balance sheet as of December 31, 2007 and income
statement for the period ended June 30, 2007 to be consistent with the current period ﬁnancial‘
statements. In order to be consistent with current year presentation, other trade receivables amounting
to YTL 576 is reclassified to other current assets; other receivables amounting to YTL 7.169 is‘
reclassified to other current assets; trade receivables amounting to YTL 5.495 is reclassified to other
receivables; advances taken amounting to YTL 38.961.421 is reclassified to other payables; ot‘her
liabilities amounting to YTL 3.116.147 is reclassified to other payables; vacation pay liability amounting
to YTL 1.215.343 is reclassified to current provisions from non-current provisions. Other operdtional
income amounting to YTL 6.440.427 for the period ended June 30, 2007 is reclassified to financial
income and other operational expense amounting to YTL 5.802.024 is reclassified to financial
expenses.

Reclassifications in December 31, 2007 financial statements
In order to be consistent with the current period financial statements, other than the reclassifications

made to the financial statements as of December 31, 2007 in conformity with the Communiqué No:XI-
29, another reclassification has also been made. In order to be comparative with current year
presentation, advances given amounting to YTL 25.179.503 is reclassified to goods in transit.

Functional and presentation currency

Functional and presentation currency of the Company is YTL.

In accordance with the CMB's resolution dated March 17, 2005 and numbered 11/3786, the ﬁne‘mcial
statements were restated in accordance with International Accounting Standards (IAS) 29 (Financial

Reporting in Hyperinflationary Economies) for the last time as of December 31, 2004 since the

objective conditions which require the application of restatement of financial statements have riuot been
realized and that based on the existing data CMB has foreseen that the indications whether sgch
conditions are going to be realized in the future is no fonger probable. Therefore, non-monetar‘y
assets, liabilities and equity items including the share capital as of June 30, 2008 and December 31,
2007 have been restated by applying the relevant conversion factors through December 31, 2004 and

carrying additions after December 31, 2004 at their nominal values.

(10)







