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CELEBI HAVA SERVISI A.S.
AUDITOR’S REVIEW REPORT

1. We have reviewed the accompanying interim consolidated balance sheet of Celebi Hava Servisi
A.S. (the “Company™) at 30 June 2005 and the related consolidated statement of income for the
period then ended in accordance with generally accepted auditing standards applicable to review
engagements issued by the Turkish Capital Market Board (“CMB™). Our work on the interim
balance sheet and the statement of income is limited compared to an examination of the annual
financial statements made in accordance with generally accepted auditing standards. Our review
was intended to understand the methods used in the preparation of the interim halance sheet and
statement of income and accordingly included analytical review, data gathering and other
review procedures required by the standards applicable to review engagements. Therefore, our
report should not be evaluated on the same basis as annual independent auditor’s report.

2. The consolidated financial statements of the Company as of 31 December 2004 were audited by
other auditors whose report, dated 18 March 2005, expressed an unqualified opinion on those
statements.

3. Based on our review, nothing has come to our attention that causes us to believe that the

accompanying interim consolidated financial statements are not presented fairly. in all material
respects, in accordance with accounting and reporting principles issued by the CMB.
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4. Additicnal paragraph for convenience translation into English;

As of 30 June 2005, the accounting principles described in Notes 2 (defined as CMB
Accounting Standards) to the accompanying interim consolidated financial statements differ
from International Financial Reporting Standards (IFRS) issued by the International Accounting
Standards Board with respect to the application of inflation accounting, presentation of the basic
financial statements and the notes to them. Accordingly, the accompanying consolidated
finapcial statements are not intended to present the financial position and results of operations in
accordance with IFRS (Note 44),

Bagaran Nas Serbest Muhasebeci
Mali Miisavirlik Anonim Sirketi
a member of
PricewaterhouseCoopers

W

Murat Sancar, SMMM
Partner

istanbul, 9 September 2003
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CELEBI HAVA SERVISI A.S.

CONSOLIDATED BALANCE SHEETS AT 30 JUNE 2005 AND 31 DECEMBER 2604

{Amounts expressed in New Turkish Lira (YTL) unless otherwise expressed)

Notes 30 June 2005 31 December 2004
ASSETS
Current Assets 41.537.063 25.504.049
Cash and cash equivalents 4 13.342.931 13.338.55¢6
Marketable Securities (net) 5 - -
Trade Receivables (net) 7 20.908.326 7.604.998
Finance Lease Receivables (net) 8 - -
Due From Related Partics (net) 9 1.708.518 76.235
Other Receivables (net) 10 1.256.726 1.067.876
Biological Assets (net) 11 - -
Inventories {net) 12 1.349.314 1.288.069
Receivables on Construction Contracts (net) 13 - -
Deferred Tax Assets i4 - -
Other Carrent Assefs 15 2.971.245 2.128.313
Non-current Assets 166.476.931 125.998.508
Trade Receivables (net) 7 - -
Finance Lease Receivables {net) 3 - -
Due From Related Parties (net) 9 - -
Other Receivables (nel) i0 . -
Financial Assets (net) 16 513.367 240,648
Positive/Negative Goodwill (net) 17 - -
Investment Property (net) I8 - -
Property, plant and equipment {(net) 19 165.267.030 125.071.868
Intangible Assets (net) 20 366.111 627 853
Deferred Tax Assets 14 - -
Other Non-current Assets 15 130,423 58.137
Total Assets 208.013.594 151.502.557

The accompanying notes form an integral purt of these consolidated financial statements.

i
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CELEBI HAVA SERVISI A.S.

CONSOLIDATED BALANCE SHEETS AT 30 JUNE 2005 AND 31 DECEMBER 2004

{Amounts expressed in New Turkish Lira (YTL) unfess otherwise expressed)

Notes 30 June 2005 31 December 2004
LIABILITIES 126.075.968 81.730.791
Current liabilities 44.203.236 13.826.197
Financial Liabilities (net) 6 8.416.543 1.414
Shert-Term Portion of
Long-Term Financial Liabilities {net} 6 i5.038.252 238377
Finance Lease Liabilities (net) & 643,807 1.491.776
Other Financiat Liabilities (net) 10 - -
Trade Payables (net) 7 9.345.961 7.615.894
Due to Related Parties (net) 9 1.475.899 387.044
Advances Received 21 54.145 -
Construction Contracts Progress Payments (net) 13 - -
Provisions 23 4.352,729 694,559
Deferred Tax Liability 14 - -
Other Liabilities (net) 13 4.875.900 3.197.133
Nop-current Habilities 81.872.732 67.5904 554
Financial Liabilities (net) 6 74.520.611 54.017.147
Finance Lease Liabilities (net) 8 210.095 64.457
Other Financial Liabilities (net) ¢ - -
Trade Payables (net) 7 2.685 2.685
Due to Related Parties (net) 9 - -
Advances Received 21 - -
Provigions 23 6.600.230 6.187.624
Deferred Fax Liabilicy i4 539.111 7.632.681
Other Liabilities (net) 15 - -
MINORITY INTEREST 24 - -
SHAREHOLDERS’ EQUITY 81.938.026 69.771.766
Share Capital 25 12.560.000 13.560.000
Investment Capital Net Off 25 - -
Capital Reserves 26 11.785.483 11.785.483
Share Premiums - -
Share Cancellation Profit - -
Revaluation Fund - -
Financial Assets Revaluation Fund - .
Equity Inflation Adjustment Differences 26 11.785483 11.785.483
Profit Reserves 27 16.729.600 i5.094.873
Legal Reserves 6.899 658 6,899,658
Statutory Reserves - -
Extracrdinary Reserves 9.829.942 8.195.215
Specisl Reserves - -
investment and Property Sales Gains
to be trensferred to the share capitai “ -
Translation Reserves - -
Net Income for the Pertod $2.166.260 16347727
Retained Earnings 2% 27.756.683 17756683
Total Bhareholders” Equity nnd Linbilities 2O8.013.994 151,582,557
Commitments and Contingent Liabilites 31

The consolidated financial statements were approved for issue by the Board of Directors on 9 September 2005
and signed on its behal{'by Geners! Manager A. Cemil Franan and Finance Director 1. Tanzer Gilclimer,

The accompanying notes form an integral part of these consolidated financial statements,

2



CONVENIENCE TRANSLATION INTO ENGLISH OF FINANCIAL STATEMENTS
ORIGINALLY ISSUED IN TURKISH - SEE NOTE 44

CELEBI HAVA SERVISI A.S.

CONSOLIDATED STATEMENTS OF INCOME
FOR THE SIX MONTH PERIODS ENDED 30 JUNE

{Amounts expressed in New Turkish Lirs {YTL} unless otherwise expressed)

2665 2004
1 January- 1 Aprii 2005~ ¥ January- | April 2005-
Notes 36 Juue 2605 30 June 2005 30 Jane 20605 36 June 2065
Operating revenue
Sales (net) 36 73.314.660 36.103.302 48.460.125 31.134.800
Cost of sales (- 36 {56.179.683) (35.736.230) (41.146.889) {23.399.684})
Service income (net) 36 - - . ;
Qther operating income 36 - - .
Gross operating profit 19,134,977 20.367.006 7.313.236 7.735.116
Operating expenses (~) {11.403.258) (5.970.061}% (11.493.067) (6.669.539)
Net eperating profitioss (-) 7731718 14.397.065 {4.179.861) 1.665.577
Other income and profits 38 2.782.885 2035462 2.529.888 1.6%0.657
Other expenses and losses (=) 38 (3.643.70%) (795317} (4.123.053) {3.640.337)
Financial expenses 38 (1.798.21%) (1.350.438) {494,632 (365617
Income / less hefore monetary loss,
taxes and minority interests 5.072.650 14.286.712 {6.267.658) (E253.920)
Net monetary gain/loss 40 - - 174.126 952.957
Minority interests 24 - - - -
Income / loss before taxes 3.072.690 14.286.712 (6.093.53) (360.963)
Taxes on mcome 41 7093570 1.169.061 1 655983 i.160.764
Net incomeloss for the periad 12.166.260 15455773 {4.437.549 859.801
Earnings per share 42 0,0054 0,0114 (8,0033) 64,0066

The accompanying notes Torm an integrat part of these consolidated finaneial siaterments.

L
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CONVENIENCE TRANSLATION INTO ENGLISH OF FINANCIAL STATEMENTS
ORIGINALLY ISSUED IN TURKISH - SEE NOTE 44

CELEBI HAVA SERVISI A.S.

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL
STATEMENTS AT 30 JUNEK 2005

(Amounnts expressed in thousands of New Turkish liva (YTL) unless otherwise indicated)

NOTE 1 - ORGANIZATION AND PRIMARY OPERATIONS OF THE COMPANY

Celebi Hava Servisi A.§ (the “Company™) was the first private handling service company for the
Turkish airline transportation sector. The Company serves to domestic and foreign aitlines, handling
services to cargo companics (traffic, cargo, flying operations, flights maintenance, etc.) and fuel
supply. The Company operates in Istanbul, Izmir, Ankara, Adana , Antalya, Dalaman, Bodrum, Corlu,
Bursa Yenisehir, Gaziantep, Divarbakir, Erzurum, Kayseri, Sams&n Trabzon, Van, Malatya, Kars and
Sivas airports, which are under the control of the State Atrports Administration (DIM]I).

The address of the Company is as follows:

Atatiirk Havalimany, Yegilkdy
34149 Bakirkdy, Istanbul

The Company was consolidated with Celebi IC Antalva Havalimani Terminal Yatinim Isletme A, 5.
("Celebi IC™) with 49.99% shares using the joint ventore consolidation method as of 30 June 2005.
Celebi IC was established in 23 March 2004 based on the “Antalya Airport 2. Foreign Airlines
TFerminal Building (Terminal) construction, management and transfer agreement” between the
Company and DHML Based on this agreement and an additional contract prepared on 4 April 2004,
construction of the building was tfinished and operations started as of 4 April 2005. Celebi IC will run
this terminal for 54 months and then transfer to DHMI without any charge. The other main
sharcholder of Celebi IC is Ictas Ingaat Sanayi ve Ticaret A. 5. with 49.99% shares.

As of 30 June 2005 the consolidated financial statements of the Company will include the Company
and Celebi IC (collectively, the “Group™).

As of 30 June 2005 and 31 December 2004, the average number of employees of the Group are 5.779
and 2.267.

The Company is also the owner of 94,8% (2004: 94,3%) shares of Celebi Giivenlik Sistemleri ve
Damgmanlik A.S.. Celebi Giivenlik Sistemleri ve Damsmanhk A.S is not consolidated on the grounds
of immateriality of assets, revenue and operational volume on the consolidated accounts, therefore, it
has been classified as available for sale investment at 30 June 2005.

NOTE 2 - BASIS OF PRESENTATION
2,1 Accounting policies

The conselidated interim financial statements have been prepured in accordance with accounting and
reporting principles published by the Capital Market Board (“CMB™), ﬂamvﬁiy ‘CMB Accounfing
Standards”. The CMB published & comprehensive set of accounting prineiples in Commumgué No:
XI-25 “The Accounting Standards in the Capital Markets” In the M&sm@:zt%omd communique, it has
been stated that applying the International Financial Reporting Standards “IFRS” issued by the
International Accounting Standards Board (“IASB”) is accepted as an alternative to conform with the
CMB Accounting Standards,

LA
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CONVENIENCE TRANSLATION INTO ENGLISH OF FINANCIAL STATEMENTS
ORIGINALLY ISSUED IN TURKISH - SEE NOTE 44

CELEBI HAVA SERVISI A.S.
NOTES TO THE CONSOLIDATED INTERIM FINANCIAL
STATEMENTS AT 30 JUNE 2005

{Amounts expressed in thousands of New Turkish lira (YTL) undess ctherwise indicated)

NOTE 2 — BASIS OF PRESENTATION (Continued)

With the decision taken on 17 March 2005, the CMB has announced that, effective from 1 January 2005,
for companies operating in Turkey and preparing their financial stalements in accordance with CMB
Accounting Standards the application of inflation accounting is no longer required. Accordingly, the
Holding did not apply IAS 29 “Financial Reporting in Hyperinflationary Fconomies” issued by IASB in
its financial statements for the accounting periods starting 1 January 2005. The financial statements for
comparison purposes are expressed in the purchasing power of YTL at 31 December 2004. These
{inancial statements and the related notes have been presented in accordance with the formats required
by the CMR with the announcement dated 20 December 2004,

The Group maintains their books of account and prepare their statutory financial statements in New
Turkish Hra (“YTL”) based on Turkish Commercial Code and Tax Procedure Law. The consolidated
financial statements, which are in accordance with CMB Accounting Standards, are prepared in New
Turkish lira (“YTL”) based on the historical cost conversion except for the financial assets and
Hiabilities which are expressed with their fair values.

2.2 Financial reporting in hyperinflationary periods

At 31 December 2004, the consolidated financial statements are expressed in terms of the purchasing
power of YTL at 31 December 2004, As disclosed in “accounting policies” note, the CMB has
announced that, effective from 1 January 2005, the application of inflation accounting is no longer
required for the companies operating in Turkey and preparing their financial statements in accordance
with CMB Accounting Standards. Therefore, the Company has not applied inflation accounting since
1 January 2003,

International Accounting Standard 29 (“IAS 297}, requires that financial statements prepared in the
currency of a hyperinflationary economy be stated in terms of the measuring unit current at the balance
sheet date, and that corresponding figures for previous periods be restated in the same terms. The
restatement of the comparative amounts was calculated by means of conversion factors derived from the
Turkish nationwide wholesale price index (“WPI”) published by the State Institute of Statistics (“SIS™).
Indices and conversion factors used to restate the comparative amounts in consolidated financial
staternents until 31 December 2004 are given below:

Cumulative
Dates index Conversion factors three-vear inflation rate (%)
31 Decerpber 2004 24038 1.000 69,7
30 June 2004 79827 1.053 1163

31 December 2003 73821 1138 181,1

6



CONVENIENCE TRANSLATION INTO ENGLISH OF FINANCIAL STATEMENTS
ORIGINALLY ISSUED IN TURKISH - SEE NOTE 44

CELEBI HAVA SERVISI A.S.

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL
STATEMENTS AT 30 JUNE 2005

{Amounts expressed in thousands of New Turkish B (YTL) unless otherwise indicated)

NOTE 2 - BASIS OF PRESENTATION (Continued)
2.3. New Turkish Hra

Through the enactment of the Law numbered 5083 concerning the “Currency of the Republic of
Turkey” in the Official Gazette dated 30 January 2004, New Turkish lira (“YTL”) and the New Kurus
(“YKr”) have been introduced as the new currency of the Republic of Turkey, effective from 1
January 2005. The hundredth part of the YTL is the YKr (1 YTL=100YKr). When the prior currency,
Turkish lira (“TL”), values are converted into the YTL, one million TL is equivalent to one YTL (1
Y'TL). Accordingly, the currency of the Republic of Turkey is simplified by removing 6 zeroes from
the TL.

All references made to Turkish lira or lira in laws, other legislation, administrative transactions, court
decisions, legal transactions, negotiable instruments and other documents that produce legal effects as
well as payment and exchange instruments shall be considered to have been made to YTL at the
conversion rate indicated as above. Consequently, effective from 1 January 2005, the YTL replaces
the TL as a unit of account in keeping and presenting of the books, accounts and financial statements.

As stated in the announcement of CMB dated 30 November 2004, financial statements for the period
ended 30 June 20035, including the prior period financial data which will be used for comparison
purposes, are presented in YTL, and prior period financial statements are to be presented in YTL only
for comparative purposes.

2.4 Group Accounting

Celebi 1C is a 49,99% participation of the Company jointly managed by the other sharcholders of Celebi
IC. Jomt ventures are included in the scope of consolidation using the proportional consolidation
method. By this method, the Group includes its share of the assets, liabilities, income and expenses of each
Joint Venture in the relevant components of the financial statements.

2.5 Comparatives

Where necessary, comparative figures have been adjusted to conform with changes in presentation of
the current vear consolidated financial statements.

2.6 Offsetting

Hinancial assets and labilities are offset and the net amount reported in the balance sheet when there is
# legally enforceable right to set off the recognised amounts and there is an intention to seitle on a net
basis, or realise the asset and settle the Lability sirnultanecusly.
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CELEBI HAVA SERVIST A.S.

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL
STATEMENTS AT 30 JUNE 2005

{ Amounts expressed in thousands of New Tarkish lira (YTL) unfess otherwise indicated)

NOTE 3 - SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies applied in the preparation of these consolidated financial
statements are summarised below:

3.1 Revenue recognition

Revenues are recognised on an accrual basis at the time the Group sells a product to the customer, the
amount of revenue can be measured reliably and it is probahle that the economic benefits associated
with the transaction will flow to the Group at the fair value of considerations received or receivable.
Net sales represent the invoiced value of trading goods sold less sales returns, discount and
commissions.

Passenger service income is recognized on an accrual basis, invoiced over amounts determined per
traveler with reference to the service contracts to the airport firms or their representatives for the
services rendered to the passengers going abroad at the terminal.

3.2 Inventories

Inventories are valued at the lower of cost, or net realisable value. Stocks are valued with weighted
average cost method.

3.3 Property, plant and equipment

Property, plant and equipment are carried at cost less accumulated depreciation. Depreciation is provided
on restated amounts of property, plant and equipment using the straight-line method based on the
estimated useful lives of the assets. The depreciation periods for property and equipment, which
approximate the economic useful lives of assets concerned, are as follows:

Machinery and equipment 5-20) years
Vehicles 3 years
Furniture and fixtures 3 years
Ieasehold improvements 3-15 years
Software 5 years

Cains or losses on disposals of property, plant and equipment are determined by comparing proceeds
with carrying amounts and are included in operating profit.

An impairment loss is recognized for the amount by which the carrying amount of the asset excesds i3
recoverable amount, which is the higher of asset net zelling price or value in use.

The amortization of the leaschold mmprovements related with the construction of the terminal has been
amortized using the straight-Jing method based on the operation of terminal for 534 months,
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CELEBI HAVA SERVISI A.S.

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL
STATEMENTS AT 30 JUNE 2005

(Amounts expressed in thousands of New Turkish Jisa (YTL) unless otherwise indicated)

NOTE 3 - SIGNIFICANT ACCOUNTING POLICIES {(Continued)

Borrowing costs that are directly atiributable to the build-operate-transfer investment are capitalised as
part of the cost of that asset, if the amount of costs can be measured reliably and it is probable that the
cconomic benefits associated with the qualifving asset will flow to the Group.

3.4 Intangible assets
Intangible assets comprise computer programmes and rights.

Intangible assets are carried at cost less accumulated amortisation. Amortisation is calculated using
the straight-line method over a period not exceeding five yvears. Where an indication of impairment
exists, the carrying amount of any intangible assets is assessed and written down immediately to its
recoverable amount.

3.5 Empairment of assets

Property, plant and equipment and other non-current assets including intangible assets are reviewed
for impairment losses whenever events or changes in circumstances indicate that the carrving amount
may not be recoverable. An impairment loss is recognised for the amount by which the carrying
amount of the asset exceeds its recoverable amount which is the higher of an asset’s net selling price
and value in use.

3.6 Borrowing costs

Borrowings are recognised initially at the proceeds received, net of transaction costs incurred. They
are stated at amortised cost using the effective yield method; any difference between proceeds and the
redemption value is recognised in the income statement over the period of the borrowings.

3.7 Trade Receivables

Trade receivables that are created by the Company by way of providing goods or services directly to a
debtor are carried at amortised cost. Short duration receivables with no stated interest rate there on are
measured at the original invoice amount unfess the effect of imputed interest is significant.

A credit risk provision for trade receivables is established if there is objective evidence that the Company
will not be able to collect all amounts due. The amount of the provision is the difference between the
carrying amount and the recoverable amount, being the present value of all cash flows, including
armounts recoverable from guarantees and collateral, discounted based on the original effective interest
rate of the originated receivables at inception.

H the amount of the impairment subsequently decreases due o an event occurring after the write-down,
the release of the provision is credited to other income.
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CELEBI HAVA SERVISI A.S.

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL
STATEMENTS AT 30 JUNE 2005

{Amounts expressed in thousands of New Turkish Ta (YTL) unless otherwise indicated)

NOTE 3 - SIGNIFICANT ACCOUNTING POLICIES (Continued)
3.8 Financial instruments and risk management
Collection risk

The collection risk of the Group results mainly from trade receivables. Trade receivables are evaluated
in view of past experiences and the current economic situation by the group management, and
following the provision of the appropriate level of doubtful receivables, they are stated with their net
values in the balance sheet, Risk related to Hquid funds is Hmited due to the fact that relevant funds are
deposited to bank deposits.

Enterest rate risk

The Group is exposed fo inferest 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 Habilities.

Foreign exchange rate risk

The Group is exposed to foreign exchange rate risk through the impact of rate changes in the
translation of New Turkish lira pertaining to foreign currency denominated assets and liabilities, These
risks are monitored and limited by the analysis of the foreign currency position.

Liquidity risk

The ability to fund the existing and prospective debt requirements is managed by maintaining
sufficient cash and marketable securities and the availability of funding through an adequate amount
of committed credit lines,

Fair value of financial instruments

Fair value is the amount at which a financial instrument could be exchanged in & current transaction
between willing parties, other than in a forced sale or lquidation, and is best evidenced by a quoted
market price, if one exists.

The estimated fair values of financial instraments have been determined by the Group using available
market information and appropriate valuation methodelogies. However, judgement is necessarily
required o interpret market data to estimate the fair value. Accordingly, the estimates presented herein
are not necessarily indicative of the amounts the Group could realize in a current market exchange.

The following methods and assumptions were used {o estimate the fair value of the fnancial
instruments Tor which it is practical to estimate fir value,
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NOTE 3 — SIGNIFICANT ACCOUNTING POLICIES (Continued)
Monetary assets

The fair values of balances denominated in foreign currencies, which are translated at period-end
exchange rates, are considered to approximate carryving vahues.

The fair values of certain financial assets carried at cost, including cash and cash equivalents and held
to maturity investments plus the respective accrued interest are considered to approximate their
respective carrying values due to their short-term nature and negligible credit losses.

The carrying values of trade receivables along with the related allowances for uncollectibility are
estimated 10 be their fair vaiues,

The fair values of investment securities, which have been determined by reference to market values,
approximate carrying vaiues,

Monetary liabilities

The fair values of bank borrowings and other monetary Habilities are considered to approximate their
respective carrying values due to their short-term nature,

Trading liabilities, derivatives and foreign exchange instruments have been estimated at their fair
values.

Borrowings that are denominated in foreign currencies are translated at period-end exchange rates and
accordingly their fair values approximate their carrying values. The carrying values of borrowings
along with the related acerued interest are estimated to be their fair values.

3.9 Business Combinations

None.

3.10 Forelgn currency transactions

Transactions in foreign currencies have been translated inte New Turkish lira at the foreign exchangs
rates prevailing at the dates of the fransactions. Monetary assets and liabilities denominated in foreign
currencies, which are stated at historical costs are translated into Mew Turkish lira at the foreign

exchange rates prevailing at the balance sheet date. Foreign exchange differences arising on translation
are recognized in the statements of income.
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NOTE 3 - SIGNIFICANT ACCOUNTING POLICIES (Confinued)

3.11 Earnings per share

Farnings per share disclosed in the consolidated statements of income are determined by dividing net
profit by the weighted average number of shares that have been outstanding during the period concernexl.

Companies can increase their share capital by making a pro-rata distribution of shares (“Bonus
Shares™) to existing sharcholders from retained earnings. For the purpose of earnings per share
computations, such bonus share issvances are regarded as issued shares. Accordingly the weighted
average number of shares used in ecarnings per share computations is derived by giving retroactive
effect to the issuances of the shares without consideration.

Earnings per share are determined by dividing net profit of sharcholders to the weighted mumber of
1ssued ordinary shares.

3.12 Subsequent events

Even events after balance sheet date occur, following an announcement regarding the decision or
disciosure of selected financial information, these financial statements cover all the events between
the balance sheet date and authorization date of the publication of the balance sheet.

In cases where events requiring adjustment after the balance sheet date occur, the amounts included in
the consolidated financial statements are adjusted in accordance with this new situation.

3.13 Provisions, contingent assets and liabilities

Provisions are recognized when the Group has a present legal or constructive obligation as a result of
past events, it is probable that an outflow of resources will be required to settle the obligation, and a
reliable estimate of the amount can be made.

Possible assets or obligations that arise from past events and whose existence will be confirmed only
by the occurrence or non-occurrence of one or more uncertain future events not wholly within the
control of the Company are not included in financial tables and treated as contingent assets or
labilities.

3.14 Change in the accounting policies

None.

3315 Leases
Finance leases

Asgsets scquired vnder finance lease agreements are capifalised at the inception of the lease at the fair
vajue of the leased asset, net of grants and tax credits receivable, or at the present value of the lesse
payment, whichever is the lower. Lease payments are freated as comprising capiial and interest
elements, the capital element is treated as reducing the capitalised obligation uader the lease and the
interest element 1s charged to the statement of loss. Depreciation on the relevant asset is also charged
to the statement of income over its useful life.

[t
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NOTE 3 - SIGNIFICANT ACCOUNTING POLICIES (Continued)
Operating leases

Leases where a significant portion of the risks and rewards of ownership are retained by the lessor are
classified as operating leases. Payments made under operating leases are charged to the income
statement on a straight-line basis over the period of the lease.

3.16 Related parties

For the purpose of these financial statements, shareholders, key management persommel and board
members, in each case together with their families and companies controlled by or affilated with them,
investments, associated companies and joint ventwre partners are considered and referred to as related
parties.

3.17 Segment reporting

Group operates in handling and airport terminal management. All the facilities of the Company are
located in Turkey.

3.18 Construction type contracts

None.

3.19 Discontinued operations

None.

3.20 Government grants and incentives

Government grants, including non-monetary grants at fair value, are pot recognised until there is
reasonable assurance that the entity will comply with the conditions attached to them and that the grants
will be received.

3.21 Investment propertics
None.
3.22 Taxes on income

Taxes on income included in the statement of income comprise of current and deferred tax, Cument
tax s the expected lax payable om the tagzable income for the period. using tax rates emacted or
substantially enacted at the balance sheet date, and any adjustment to tax payable in respect of prior
years.

Deferred income tax is provided in full, using the liability method, on all tempovary differences arising
batween the tax bases of assets and Habilities and their carrving values in the consclidated Gnaneial

statements. Currently enscted tax ratos arc used to determine deferred income tax.

resufting from deductible temporary differences are recognised o the exfent that it i probable that
future faxable wrofit will be availsble againgt which the deduciible tomporary difference can be
utilized.
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NOTE 3 - SIGNIFICANT ACCOUNTING POLICIES (Continued)

3.23 Employment termination benefits

Provision for employment termination benefit represents the present value of the estimated total
reserve of the future probable obligation of the Company arising from the retirement of the employees
calculated in accordance with the Turkish Labour Law.

3.24 Retirement plans

None.

3.25 Agricultural operations

None.

3.26 Reporting of cash flows

Cash flows related to the peried are reported, classified according to operating, investment and
financial activities.

Cash flows resulting from operating activities indicate cash flows resulting from the Group’s handling
services and airport construction and operating activities.

Investment activities related cash flows indicate cash flows acquired and used in the Group’s
investment activities (fixed investment and financial investment).

Cash flows related to financial activities, indicate sources used in financial activities of the Group and
repayments thereof.

Cash and cash equivalents include cash and amounts due from banks
3.27 Financial Assets

Investment securities intended to be held for an indefinite period of time, which may be sold in response
to needs for liquidity or changes in interest rates, are classified as available-for-sale. These are included
in nen-current assets unless management has the intention of holding the invesirent securities for less
than 12 months from the balance sheet date, or unless they will need to be sold to raise working capital,
in which case they are included in current assets. Management determines the appropriate classification
of its investment securities af the time of the purchase and re-evaiuates such designation on a regular
basis.

Avatlable-for-sale investments, which are either immaterial or where a significant influence is not
exercised by the Group are carvied at cost less any provision for impairment,
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NOTE 4 - CASH AND CASH EQUIVALENTS

30 June 2005 31 December 2004

Cash 94.109 17.192

Bank 13.248.822 13.321.364
~Demand deposit 11.317.056 5.019.840
~Time deposit 1.931.766 8.301.524

13.342.931 13.338.556

Average interest rates for YTL, EURO and USD demand deposits are 12,92-14,56%, 1,14-1,98% and
0,95-2,89%, respectively.{ 31 December 2004: YTL: 18,25%, USD: 1,25-2,60% and EURO: 2,60%).

NOTE 5 - MARKETABLE SECURITIES
None {2004: None).

NOTE 6 - FINANCIAL LIABILITIES

30 June 2005
Interest Rate (%) Original Amount YTIL.
Short-term borrowings
Short-term borrowings
YTL borrowings - 1.213.837 1.213.837
EURO borrowings 3,20 1.999.779 3.233.043
USD borrowings 5,5 1.000.000 1.341.3200
Borrowing interest accruals - - 2.628.363
R.416.543
Short-term portion of long-term
borrowings
15D Borrowings 5,5-Libort2.9 12.211.699 15.038.252
13.454.795
Long-term borrowings
USD borrowings 5,5-Libor+2.9 55558495 74520611

74.520.611
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NOTE 6 — FINANCIAL LIABILETIES (Continued)

31 December 2004

Interest Rate (%) Original amount YTL
Short-term borrowings
Short-term borrowings
YT borrowings - 1414 1414
Short-term portion of long-term borrowings
USD borrowings o 3,5 177.615 238.377
239,791

Long-term borrowings

USD borrowings 5,5-Libor+2,9 40.248.226 54.017.147

54.017.147

The redemption schedule of the long-term bank borrowings is as follows:

30 June 2005 31 December 2004

2006 19.688.092 17.334.666
2007 28.735.204 17.334.6686
2008 and over 26.097.315 19.347.815

T4.520.611 54.017.147

The borrowings amounting to USD43.466.305 comprises of the loans used by the joint venture of the
company Celebi IC i the terminal construction as of 30 June 2005, The maturities of the loans which
do not have to be repaid in the first two years ranges from 3,5-4, repayment will begin in April 2006
and will be realized through six monthly equal installments.

NOTE 7-TRADE RECEIVABLES AND PAYABLES

36 June 2005 31 December 2004
Shori-term trade receivables

Trade receivables 20 8888562 7.578.5%1
Notes receivable - 1347
Dieposits and guarantees given 19464 24685
Doubtiul receivables 2.368.430 2.387.471
Less: Provision for doubtful receivables {2.368.430) {2.387.47D

26.908.326 7.604.998

6
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NOTE 7-TRADE RECEIVABLES AND PAYABLES (Continued)

Movements of the provision for doubtful receivables for the periods ended
31 December 2004 are as follows:

30 June 2005 and

30 June 2005 31 December 2004
Opcenning balance 2.387.471 2.193.003
Additions/(disposals) (19.041) 461.084
Monetary gain - (260.616)
Ending balance 2.368.430 2.387.471
36 June 2005 31 December 2004
Sheri-term frade payables
Trade payables 8.914.083 7.615.894
Notes payable 431.878 -
9.345.961 7.615.8%4
30 June 2005 31 December 2004
Long-term trade payables
Deposits and guarantees received 2.685 2.685
2.685 2.6085
NOTE 8 - FINANCIAL LEASING RECEIVABLES AND PAYABLES
30 June 2605 31 December 2604
Minimum lease Total Minimum lease Total
payinenis Interest abligation payments Interest obligation
Less than 1 year 687634 (43.827) £43.807 1.536.272 {44496} 1.491.776
it 2 years 216,118 {6.023) 210085 66.304 (1847 64,457
2 t0 3 vears 25368 (25.368) - - - -
4 years and more 709 {709y - -

230028 (76427 FR3.902 1.602.576 (46.343) 1.556.233
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NOTE 9 - TRANSACTIONS AND BALANCES WITH RELATED PARTIES

Amounts due from and due to related parties at period ends and a summary of major transactions with

refated parties during the period are as follows:

30 June 2005 31 December 2004
Due from related parties
Celebi-IC Hava Terminali Isletme ve Ticaret A.S. 1.707.974 -
ictas Insaat Sanayi ve Ticaret A.S. 544 -
Celebi Givenlik Sisterleri ve Damismanhik A3 - 75679
Celebi Hizmet Restorant Isletmeleri ve Gida Turizm
Insaat Sanayi ve Ticaret A.S. - - 356
1.708.518 76.235
30 June 2005 31 December 2004
Due to related parties
Celebi Giivenlik Sistemleri ve Damismanlik A.S. 521.620 ° 151,984
Ce-Tur Celebi Turizm Ticaret A.S. 403.871 213,759
Ictas Ingaat Sanayi Ve Ticaret A.S, 205859 219.437
(elebi Holding A.S. 202.596 -
Celebr Hizmet Restorant Isletmeleri ve Gida Turizm
Insaat Sanayi ve Ticaret A.S. 20.927 -
Celebi Hizmet Gida Isletmeleri Turizm Sanayi ve Ticaret A.S, 599 -
Ortaklara borglar 558 1.864
B 1.446.039 587.044
Due to joint ventures
Celebi IC Antalya Havaliman Terminal
Yatirim ve Isletme ALS, 29.869 -
29.869 -
1.475.899 587.044
30 Jume 2005 31 Drecember 2604

Fixed assets agvances given fo refated parties

ictas Insaat Sanayi ve Ticaret A.S. (Build-operate<ransfer)

17.841.413

17841413
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NOTE 9 - TRANSACTIONS AND BALANCES WITH RELATED PARTIES (Continued)

2005 2004
1 January- 1 April- I January- 1 April-
30 June 30 June 306 June 30 June
Miscellancous sales to related parties
Celebi Glvenlik Sistemleri ve
Damsmanlik A.S, 23.267 11.914 24.106 11.966
Ce-Tur Celebi Turizm
Ticaret A.S. 25.152 16.494 23.781 13.946
{elebi Holding A.S. ‘ 35.294 32.601 2.730 303
Celebi Hizmet Restorant Igletmeleri
ve Gida Turizm Ingaat Sanayi ve
Ticaret A5, - - 4.849 -
Celebi Hizmet Gida Isletmeleri Turizm
Sanavi ve Ticaret A.S. - - 176 . 176
83.713 61.009 55.642 26.894
2008 2004
1 January- 1 April- 1 January- 1 April-
30 June 30 June 30 June 30 June
Rent income from related parties
Celebi IC Hava Terminali Isletme
wwwww ve Ticaret A.8. 3.062.741 3.062.741 - -
3.062.741 3.062.741 - -
2005 2004
I January- 1 April- 1 January- 1 April-
38 June 30 June 36 June 36 June
Transportation expenses
payvable to related parties
Ce-Tur Celebi Turizm
Ticaret A8, L 1.934.661  L17464z 1.416,741 823.252
1.934.661 1.174.642 1.416.741 823.252
2005 2004
1 January- ¥ April- 1 January- 1 April-
30 June 38 June 38 June 34 Fune
Holding exponses
soniribution rate (%)
CelebiHolding A5 2544 825 - 1.260.025 ) 1AG0528 907.653
2.344.825 1,290,628 1.490.528 207.653
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NOTE 9 - TRANSACTIONS AND BALANCES WITH RELATED PARTIES (Continued)

2845 2004
1 January- 1 April- 1 January- 1 April-
36 June 30 June 36 June 36 June
Other purchases from
related parties (*)
Celebi Giivenlik Sistemleri
ve Damsmanlik AS. 1.333.876 1.165.041 288.400 154.419
Ce-Tur Celebi
Turizm Ticaret.A.S. 569.877 234 408 494,791 230.785
Celebi Holding A.S. 62.660 - 59.374 15.028
Celebi Hizmet Restorant Isletmeleri
ve Gida Turizm Insaat Sanayi ve
Ticaret A.S. 7.537 5.303 507 507
(elebi Hizmet Gida Isletmeleri
Turizm Sanayi ve Ticaret A.S. 1.898 - 2.679 624
1.975.848 1.404.752 852.751 401.363
2005 2004
1 January- 1 April- 1 January- 1 April-
30 June 30 June 30 June 30 June
Neon curreat assets bought
from related parties
Celebi Hizmet Restorant fsletmeleri ve
Gida Turizm Insaat Sanayi
ve Ticaret A.S. 16.422 12.432 ©52.235 541.932
16.422 12.432 652.235 541.932

(¥} Contribution rates paid to Celebi Holding A.S are for services (legal counseling, financial consultancy and
human resource consultancy) provided to the Company by Celebi Holding A.S. These expenses have been
consistently incurred between periods and participations in Celebi Holding A.S, in the consideration of the
criteria such as staff numbers, company turnovers and asset sizes.

(*¥) Other purchases include vehicle rent, security, organizational and other expenses,

Guarantees given to related parties as of 30 June 2005 and 31 December 2004 ig mentioned below:

30 June 20063 31 December 2004
LS Y¥TL LS YL
Celebi Holding A5, - 7EER 000 - 6. 730,000
Celebi 12 (%) 45,154,400 - 2R 462,000 -

() Celebt 1 signed an agreement for the borrowings amounting to USDS0308.800 (2004:U8D56.924.0001
The Company gave a guarantee for 30% of these horrowings.
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NOTE 9 - TRANSACTIONS AND BALANCES WITH RELATED PARTIES (Continued)

Remuneration paid to top management:

2005 2004
1 January- 1 April- 1 January- 1 April-
30 June 30 June 30 June 30 June
Remuneration paid to
top management 1.159.879 679.237 1.026.904 631.932
1.159.879 679.237 1.626.904 631.932
NOTE 10 - OTHER RECEIVABLES AND LIABILITIES
340 June 2005 31 December 2005
Other short-term receivables
Value added tax (VAT) to be refunded 600.475 691.127
Advances given to suppliers 540.347 234.532
Advances given to personnel 64.141 117.475
Other miscellancous receivables 34.080 19212
{ncome accruals 17.686 5.530
1.256.729 1.067.876
NOTE 11 - BIOLOGICAL ASSKETS
None (31 December 2G04 None).
NOTE 12 - INVENTORIES
30 June 2005 31 December 2004
Trade goods 340,395 414,021
{Other inventories 1.002.716 862,016
Crder advances given 6.203 12.032
1.349.314 1.288.0669

Crther inventories include fuel oil, baggage materials and clothes,

KOTE 13- BALANCES BELATED TO CONSTHUCTION CONTRACTS

None {31 December 2004 Nong),
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NOTE 14 - DEFERRED TAX ASSETS AND LIABILITIES
Deferred tax

The Group recognises deferred tax assets and liabilities based upon temporary differences arising
between their financial statements as reported for the Communique purposes and their statutory tax
financial statements,

Deferred income taxes will be calculated on temporary differences that are expected to be realised or
settled based or the taxable income in coming years under the lability method using a principal tax
rate of 30%.

The breakdown of cumulative temporary differences and the resulting deferred tax assets/(liabilities)
provided at 30 June 2005 and 31 December 2004 using the enacted future tax rates are as follows:

Camulative Temporary

Deferred Tax

Differences Assets/(1iabilities)
30 June 31 December 30 June 31 December
2005 2004 2005 2004
Deferred tax assets
Unutilised investment
incentive allowances 25.052.216 6.276.226 7.515.665 1.882.868
Provision for employment
termination benefits 6.600.230 6.187.624 1.980.069 1.856.287
Provision for vacation pay 938.019 - 281.406 -
Accrued sales commissions 682.820 694.559 204 846 208.368
Accrued premium expenses 293.558 462.122 88.067 138.637
Tax losses carried forward - 1.834.476 - 550.343
Provision for doubtfil receivables - 344,734 - 103,420
Other 42,703 - 12,811 -
10.082.864 4,736,923
Deferred tax Habilities
Met difference between the tax base
and carrying amount of property
plang and equipment and
intangible assets 35283238 41,241 615 (10575971 {12.372.484)
Interest expense accruals 152,944 - {45 884) -
Other 400 400 {120) {120

(10621975

(12.372.604}

Net deferred tax Hability

{530.111

{7.632.681)
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NOTE 14 - DEFERRED TAX ASSETS AND LIABILITIES (Continued)

1 January Charged/(credited) 3¢ June
2005 to profit and loss 2005
Deferred tax assets
Provision for doubtful receivables 103,420 {103,420} -
Accrued personne] premium expenses 138,637 {50,570} 88,067
Accrued sales commissions 208,368 {(3.522) 204,846
Tax losses carried forward 550,343 {550,343) -
Provision for employment termination
benefits 1,856,287 123,782 1,980,069
Unutilized investment incentive allowances 1,882.868 5,632,797 7,515,665
Provision for vacation pay - 281,406 281,406
Other - 12,811 12,811
Deferred tax labilities
Met difference between the tax base
and carrying amount of property
plant and equipment and
intangible assets (12,372 484) 1,796,513 (10,575,971)
Interest expense accruals - (45,884) (45,884)
Other (120} - {120}
Net deferred tax Habilities (7,632,681) 7,093,570 (339,111)

NOTE 15 - OTHER CURRENT - NON CURRENT ASSETS AND OTHER CURRENT - NON
CURRENT LIABILITIES

30 June 2005 31 December 2004
Other eurrent assefs

Prepaid expenses 2466924 1.543.120
Vatue Added Taxes (“VAT”) receivable 444 163 547.330
Prepaid taxes 60158 37.865

2.971.245 2,128,315

30 Jupe 20065 31 December 2004
Cither pon-current agsets

Prepaid exponses 130,021 37.198
Deposits and guarantees given 7 402 939
130,423 58.137
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NOTE 15 - OTIHHER CURRENT - NON CURRENT ASSETS AND OTHER CURRENT - NON
CURRENT LIABILITIES (Continued)

30 June 2005 31 December 2004
Other short-term liabilities

Wages payable 2.443.961 1.331.284
Social security payables 1.006.855 620.159
Taxes and duties payable 661.251 697.926
Accrued of premium payable 203,558 462.122
Deferred income 347.007 -
Other 123,268 85.642

4.875.900 3.197.133

NOTE 16 - FINANCIAL ASSETS

The breakdown of available-for-sale equity securities at 30 June 20035 and 31 December 2004 are as
follows:

Provison

for Net Book

Cost impairment Value

30 June 2005 Share% Y11, YTL YTL
Celebi Giivenlik Sistemleri ve

Danmismaniik A.$ (*) 94 80 1.246.297 {732.930) 513.367

31 December 2004

Celebi Giiveniik Sistemiern ve

Danmsmanhik A.S (%) 94,80 1.146.368 {899.720) 240,648

(*) Celebi Giivenlik Sistemleri ve Damsmaniik AS. ("Celebi Giivenlik™) serves security services to
airline companies in Turkish airports. Celebi Gilvenlik is not consolidated on the grounds of
immateriality of assets, revenue and operational volume on the consolidated accounts, and it has been
clagsified ag available for sale investment at 30 June 20035,

NOTE 17T -POSITIVE/NEGATIVE GOODWILL

None (2004 None},

MEOTE 18 - INVESTMENT PROPERTY

None {2004 None),
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NOTE 19 - PROPERTY, PLANT AND EQUIPMENT

Movements in property, plant and equipment movement for the period ended 30 June 2005 are as

foHows:
1 January 36 June
2005 Additions Disposals  Transfers Impairment 2005
Costs
Machinery and equipment  109.917.033 2.636.427 (894} 21.344 - 1312573910
Vehicles 4.581.039 61.400 - - - 4£.642.439
Famiture and fixtures 9.595.976 546.603 {8.168) 10.374 - 10.144.985
: Leaschold improvements (¥) 44.845.597 254,761 - B6.718.890 - 131819248
5 Construction in progress 3.341.331 1.213.624 - {4.554.955) - -
: Advances given 353.535 763.272 - {657.251) - 485.556
Build-operate-transfer
mvestment 37.071.623 44 .466.979 - {81.538.602) - -
209.706.134 49.973.066 {4.062) - - 259.670.138
Accumulated depreciation
Machinery and equipment  61.009.092 3.257.827 %) - - 64.266.911
Vehicles 3.196.490 218.391 - - - 3.415.081
Fumiture and fixtures 8.194.398 280,783 4.57T - - 8.486.604
Leasehold improvements (*} 12.234.286 5.816.601 - - 189.565 18.240.512
84.634.266 9.583.862 (4.583) - 189.565 94.403.108
Net book value 125.071.868 165.267.030

(*) Leasehold improvements of which the net book value amounts to YTL77.741.051, comprise
advances and progress paymenis given to contracting firms related to the construction of Antalya
Airport 2. Foreign Airlines Terminal with reference to terminal building construction, management
and transfer agreement between Celebi IC and DHMI. The Group will amortize the special costs
regarding the terminal construction over an operating period of 54 months.

The land plots where the stations constructed by Celebi Hava Servisi A.S in the airports within which
it operates were rented froma DHMI. The station buildings on these land were constructed using the
Group initiative and recorded in the tangible assets of the Group as leaschold improvements. As of 30
June 2005 the net book value of these stations was YTL35.837.685. The lease contract signed by the
Group and DHMI s valid for one year. If no objection ariges from any of the parties, the agreement is
rencwed automatically. The Group amortizes these station buildings over 15 years which corresponds
to their economic life. If DHMI does not renew the lease contract within this period, the Group may
have {0 amortize the relevant leasehold improvements over a shorter period.
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CELEBI HAVA SERVISI A.S.

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL
STATEMENTS AT 30 JUNE 2005

(Amousnts expressed in thousands of New Turkish e (YTL) unless otherwise indicated)

NOTE 19 - PROPERTY, PLANT AND EQUIPMENT (Continued)

Movements in property, plant and equipment movement for the peried ended 30 June 2004 are as
follows:

1 January 38 June
2004 Additions Disposals 2004
Costs
Machinery and equipment  §8.016.527 19.719.760 (394.200) 107.342 087
Vehicles 3.849.005 781.248 {21.505) 4.608.748
Furniture and fixtures 9.047.121 205.456 (4.634) G.247.943
Leasehold improvements (*) 42.617.231 585.767 - 43.202.998
Advances given 106.579 2.175.433 B - 2.282.012
143.636.463 23.467.664 {420.339) 166.683.788
Accumuiated depreciation
Machinery and equipment  55.339.337 2.823.631 (394.200} 57.768.768
Vehicles 2.838.733 177,456 (21.505) 2.994.684
Furniture and fixtures 7713719 243384 {4.634) 7.952.469
Leasehold improvements 9.143.373 1.430.310 - 10.573.683
75.035,162 4.674.781 (420.339) 79.289.604
Met hook value 68.601.301 87.394.184
Build-operate-transfer
investment (¥¥) - 6.412.968 - 6.412.968
Total tangible asseis 68.601.301 93.807.152

{(*y Leaschold improvements include stations and other buildings constructed on the rented area of
airporis of DHMIL

(**y Butld-operate-transfer investment consists of advance pavments and progress payvments of
Antalva Alrport 2. Foreign Airlines Terminal with reference to the terminal building construction,
management and transter agreement, signed on 24 February 2004, between Celebt IC, in which the
Company has a shareholding of 49.99% and DHMIL
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NOTE 20 - INTANGIBLE ASSETS

Movements in intangible assets for the period ended 30 June 20085 are as follows:

1 January 2605 Additions 30 June 2005
Costs
Rights 1.786 1.035 2.821
Software 1.763.829 62.191 1.826.020
1.765.615 63.226 1.828.841
Accumulated depreciation
Rigths 200 258 438
Software ) 1.137.5360 124.712 1.262.272
1.137.760 124.970 1.262.730
Net book value 627.855 566.111

Movements in intangible assets for the period ended 30 June 2004 are as follows:

1 January 20604 Addition 31 June 2604
Costs

Rights - 1.405 1.405
Software 1.335.035 104.962 1.439.997
2 1.335.035 106.367 1.441.402

§ Accumulated depreciation
5 Rights . 50 50
Z Software 052.643 88.256 ~1.040.899
952.643 88.306 1.040.949
Net book value 382.392 400.453

HMOTE 21 - ADVANCES RECEIVED
38 June 20085 31 Decersher 2004

Advances recetved 54,145 “

84145 .

MOTE ZZ - RETIREMENT PLANS

There are no pension plans other than the provision for emiployment termination benefits explained at
Note - 23 Provisions.
27
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NOTE 23 - PROVISIONS

30 June 2005 31 December 2004
Short-term provisions

DHMI rovalty provisions 1.814.670 -
Provision for vacation pay 938.019 -
Accrued sales commissions 682.520 694.559
Accrued handling commissions 877,777 -
Other 39.443 -

4.352.729 694.559

L.ong-term provisions

Provision for employment termination benefits 6.600.230 6.187.624

5.600.230 6.187.624

There are no agreements for pension commitments other than the legal requirement as explained
below.

Under the Turkish Labour Law, the Company and its Turkish subsidiaries and associates are required
to pay termination bhenefits 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 afier
completing 25 years of service and reaches the retirement age (58 for women and 60 for men). Since
the legislation was changed on 8 September 1999, there are cerfain transitional provisions relating to
tength of service prier to retirement.

The amount payable consists of one month’s salary limited fo a maximum of YTI.1.648,90
{31 December 2004: YTL1.574,74) for each period of service at 30 June 2003.

The Hability is not funded, as there is no fumding requirement.

The provision has been calculated by estimating the present value of the future probable obligation of
the Company registered in Turkey arising from the retirement of employees.

IFRS requires acivarial 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 Hability:

38 June 2065 31 Decomber 2004

Drscount Rate (%) 545 5,45
Turnover rate to estimate the probability of retirement (84} 99,6 99,5

The principal assurption s that the maximum Hability for each vesr 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 fnture inflation. Since the Group caleulates reserve for employment termination
benelits in every six months the maximum amount of YTL1L.727.15 which is effective from | July
2005 (1 Fanuary 2005 YTL1.648.90Y has been {aken into consideration in calculations.

28
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NOTE 23 - PROVISIONS (Continued)
Movements in the provision for employment termination benefits are as follows;

30 June 2005 31 December 2064

Balance at the beginning of the period 6.187.624 4.440.988
Paid during the period (190.091) (550.441)
Increase during the period 602.697 2.836.994
Mongetary gain - (539917
Balance at the end of the period 6.600.230 6.187.624

NOTE 24 - MINORITY INTEREST

None {2004: None).

NOTE 25 - SHARE CAPITAL/ INVESTMENT CAPITAL NET OFF

At 30 June 2005, the authorised and paid-in share capital of the Company is YTL13.500.000
comprising 1.350.000.000 registered shares with a TL 10.000 face value each (31 December 2004:
TL10.000 each).

At 30 June 2005 and 31 December 2004, the shareholding structure can be summarised are as follows:

Shares 30 June Shares 31 December

{%o) 2005 %) 2004

Celebi Holding ALS. 52,35 7.067.250 52,35 7.067.250
Engin Celebiogiu 10,01 1.351.3350 10,01 1.351.356
{an Celebioglu 10,45 1.411.200 1045 1.411.200
Canan {elebioglu Tokgdz 10,45 1.411.200 10,45 1.411.200
Other 16,74 2.259.000 16,74 2.259.000

140,60 13.500.000 100,00 13.500.006
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STATEMENTS AT 30 JUNE 2005

(Amounts expressed in thousands of New Tutkish lim (YTL) unless otherwise indicated)

NOTE 26 - CAPITAL RESERVES

The restated amounts and the shareholders® equity restatement differences as of 30 June 2005 and 31

December 2004 are as foliows:

30 June 2005

Historical Restated Restatement
Amounis Amounts Difference
Capital 13.500.000 14,992 722 1.492.722
Legal Reserves 6.899.658 16.840.098 9.940.440
Extraordinary Reserves 9.829.942 10.182.263 352324
36.229.600 42.615.083 11.785.483

31 December 2004
Historical Restated Restatement
Amounts Amounts Difference
Capital 13.500.000 14,992,722 1.492.722
Legal Reserves 6.899.658 16.840.098 9.940.440
Extraordinary Reserves 8.195.215 8.547.536 352.321
28.594.873 4(3.380.356 11.785.483

NOT 27 - PROFIT RESERVES

The statutory amounts of profit reserves as of 30 June 2005 and 31 December 2004 are as follows:

30 June 2005 31 December 2004

Legal Reserves 6,899 658 £.899.658
Extraordinary Reserves 9.829.942 8195215

16.729.600 15.004.873
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CELEBI HAVA SERVISI A.S.
NOTES TO THE CONSOLIDATED INTERIM FINANCIAL
STATEMENTS AT 30 JUNE 2005

{Amounts expressed in thousands of New Turkish Hra (YTL} unless otherwise indicated)

NOTE 28- RETAINED EARNING

Retained earnings as per the statutory financial statements, other than legal reserve requirements, are
available for distribution subject to the legal reserve requirement referred to below.

The legal reserves consist of first and second reserves, appropriated in accordance with the Turkish
Commercial Code ("TCC”). The TCC stipulates that the first legal reserve is appropriated out of
statutory profits at the rate of 5% per annum, until the total reserve reaches 20% of the Group’s paid-in
share capital. The second legal reserve is appropriated at the rate of 10% per annum of all cash
distributions in excess of 5% of the paid-in share capital. Under the TCC, the legal reserves can only be
used to offset losses and are not available for any other usage uniess they exceed 50% of paid-in share
capital.

Quoted companies are subject to dividend requirements regulated by the CMB as foliows:

Effective from 1 January 2004, the IFRS net income computed in accordance with Communiqué No: XI-
25 must be distributed in the ratio of a minimum of 30% of total distributable profit. This distribution
may be made either as cash, as pro-rata shares or as a combination of both.

For the purposes of profit distribution in accordance with related CMB regulations, items of statutory
shareholders” equity such as share capital, share premium, legal reserves, other reserves, special
reserves and extraordinary reserves, are presented at their historical amounts. The difference between
the inflated and historical amounts of these items is presented in sharcholders’ equity as shareholders’
equity restatement differences.

Sharehelders’ equity restatement differences can only be netted-off against prior years” losses and
used as an internal source in capital increase where extraordinary reserves can be netted-off against
prior years® losses, used in distribution of bonus shares and distributions of dividends to shareholders.

The details of retained earnings as of 30 June 2005 and 31 December 2004 are as follows:

Retained

Farnings
31 December 2002 balance 26.675.989
Transfer to reserves {11.949.353)
Transfer from net profit for the year 2003 o 13.030.047
33 ﬁsjcemher 2644 balance o  27.756.683
Transfer to reserves (1634727
Transfer from net profit for the year 2004 - 1.634.727
30 June 2005 balance 277536683
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CONVENIENCE TRANSLATION INTO ENGLISH OF FINANCIAL STATEMENTS
ORIGINALLY ISSUED IN TURKISH - SEE NOTE 44

CELEBI HAVA SERVISI A.S.

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL
STATEMENTS AT 30 JUNE 2005

(Amounts expressed in thousands of New Turkish lira (YTL) unless otherwise indicated)

NOTE 30 - GOVERNMENT GRANTS

The Group holds investment incentive allowance certificates granted by the Turkish Government
authorities in connection with certain major capital expenditures, which entitle the Group to:

i) 100% exemption from customs duty on machinery and equipment to be imported;

i) investment allowance of 40% of the cost of purchases and construction incurred for the
expansion of the facilities; and

iii) custom exemption for import materiais, VAT exemption for domestic purchases, exemption
from stamp tax and dues

The amount of actual investment incentive allowance to be utilised by the Group i1s YTL25.052.216
(31 December 2004: YTL6.276.226 ).

NOTE 31 - PROVISIONS, COMMITMENTS AND CONTINGENT LIABILITIES
Provisions

Provisions in consolidated financials are explained in Note 23,

Commitments and Contingent liabilities

30 June 2605 31 December 2004
Guarantees received:

Guarantee letters recetved 10.923.726 2.673.061
Guarantee bonds received 865,172 474,782
Guarantece cheques received 1.528.532 1.538.050

13.317.4390 4.685.823

Guarantees given:

Guarantee letters given 7.238.501 7.151.600
Cuarantee bonds given 223355 1.406.387
7.461.856 8.557.987

Guarantess given to related parties as of 20 June 2005 and 31 December 2004 are stated below:

30 June 28058 31 December 2004
UED YTL UsSD YTL
Celebi Holding A5, - 7 580.060 - 6.730.600
Cealehi IC (%) 45 154,400 - 28.462.000 -

(%) Celebi 1C signed an agreement for the borrowings amounting to USDO0 208800 (2004:178D36.024.000).
The Company gave a guarantee for 50% of these borrowings.
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CELEBI HAVA SERVISI A.S.

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL
STATEMENTS AT 30 JUNE 2005

{ Amounts expressed in thousands of New Turkish lira {YTL} unless otherwise indicated)

NOTE 32 - BUSINESS COMBINATIONS
None (2004; None).
NOTE 33 - SEGMENT REPORTING

1 January -30 June 2005
Reportable segments

Airport

Terminal
Airport Handling Constraction and Consolidation After
Services Management Eliminations Consolidation
Net sales 57.803.144 17.697 496 {185.980) 75.314.660
Cost of sales (49.830.247) {6.535.416) (185.980) {56.179.683)
Gross operating profit 7.972.897 11.162.080 - 10.134.977
Operating expenses (9.696.879) (1.706.379) - (11.403.258)
Operating profit/(loss) (3.189.333) 8.262.023 - 5.072.690
Net income/{loss) (2.467.635) 14.633.895 - 12.166.260

1 April -30 June 2005
Reportable segments

Airport

Terminal
Airport Handling Construction and Consolidation After
Services Maragement Eliminations Consolidation
Net sales 3R.591.786 17.697.496 (185.848) 56.103.302
Cost of sales (29.386.800) (6.535.416} 185.848 (35.736.236)
(ross operating profit 0.204 986 11162080 - 20.367.066
Operating expenses {5.213.116}) {756.945) (3970060
Operating profiv/(ioss) ~ 3.B19.390 10.467.322 N - 14.286.712
Net income/{oss) 2313466 13,142 307 - 15455773

30 Jumne 2008

Balance Sheet

Total assets 131410525 99.745.434 {23.241.963) 208.048 434
Total Hguity 67.466.548 31161428 (16.685.947) 81.938.026
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NOTE 33 - SEGMENT REPORTING (Continued)

I January -

30 June 2004
Reportable segments
Airport
Terminal
Airpert Handling Construction and Consolidation After
Services Management Eliminations Consolidation
Net sales 48.460.125 - - 48.460.125
Cost of sales {41.146.889) - - (41.146.889)
Gross operating profit 7.313.236 - - 7.313.236
Operating expenses (10.611.696) (881.401) - {11.493.097)
Operating profit/(loss) {3.386.257) {881.401) - {6.267.658)
Net income/(foss) (3.801.169) {636.380) - {4.437.549)
1 April -
30 June 2004
Reportable segments
Airport
Terminal
Airport Handling Construction and Consolidation After
Services Management Eliminations Consolidation
Net sales 31.134 800 - - 31.134.800
Cost of sales o (23.399.684) - - (23.399.684)
Gross operating profit 7735016 - - 7735116
Operating expenses {5.788.138) {881.401) - {6.669.539)
Operating profit/(loss) (372.519) (881.401) - {1.253.920)
Net income/{ioss) 1.496.181 (636,380} - 859.801
31 December 2004
Balance sheet
Total asseis 151.502.557 . 131.502.557

Total equity 0. 771 IAG .
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NOTE 34 - SUBSEQUENT EVENTS

None. (2004: Loan agreement between T. Garanti Bankast A.S. Luxemburg and Celebi 1C in the
amount of USD56.924.000 was adjusted to increase the loan amount to USD68.308.800, accordingly
Company guaranteed maximum 30% percent of the relevant loan amount),

NOTE 35 - DISCONTINUED OPERATIONS

None (2004: None).

NOTE 36 - OPERATING INCOME

2065 2004
1 January- 1 April- 1 January- 1 April-
30 June 3¢ June 38 June 38 June
Handling services 54.502.563 36.147.838 47.044 488 30.317.090
Passenger service
income (¥) 14.565.789 14.565.789 - -
Aviation fuel 3.943.596 2900377 2.274.106 1.5381.170
Rent income 3.062.741 3.062.741 - -
Other 162.117 162.117 B - -
Less: Returns and discounts {922.146) {(735.560) (858.469) (763.460)
Net sales income 75.314.660 56.103.302 48,460,128 31.134.800
Cost of service given (52.432.254) {32.968.062) {38.972.003) {21 887.473)
Cost of aviation fitel zoid (3.747.429) {2.768.174) (2.174.884) (1.512.209
Cost of sales (~) {56.179.683) (35.736.236) {41.146.889) (23.399.684)
{zross operating profif 19.3134.977 20.367.066 7.313.236 7.735.116

{(*3 In accordance with “Antalya Alrport

. Foreign Afrlines Terminal Building construction,

managetnent and transfer agreement” signed between Celeli IC and DHMI and the conditions of the
coniract, DHMI comunitted to foreign lines service revenue of 2.217.138 passengers and agreed
USIDLS per person as the foreign line passenger service price; in subsequent vears this figure will be
increased by a 3% over the previous year. After reaching the guarantesd passenger number in one

operating vear, the entire passenger fore will be transferved DHMI

¥y Rent income is derived {rom the lease of cortain commercial places in the Terminal to Celebi IC
Hava Terminall Isfetme ve Ticaret A8, by Celebi 1T,

37
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NOTE 37 - OPERATING EXPENSES

20685 2004
1 Japnuary- 1 April- 1 January- 1 April-
30 June 2005 30 June 20605 30 June 2004 30 June2004
General administrative
CXPEnses (11.403.258) {5.970.061) (11.493.097) {6.669.539)
(11.403.258) (5.970.061) (11.493.097) (6.669.539)
NOTE 38 - OTHER INCOME/EXPENSES AND GTHER PROFIT/LOSSES
2005 2004
1 January- 1 April- i January- 1 April-
30 June 2005 30 June 2005 30 June 2004 30 June2004
Other income:
Foreign exchange gains 2.100.267 1.670.492 1.969.943 1.498.363
Rent income 214.781 108.446 238.323 122.956
Reversal of impairment
for financial assets 166.790 166.790 - -
Interest income 143.289 55.032 65.160. 34.282
Scrap sales income 42.276 19.957 161 22
Insurance compensation income 26.998 3438 55.361 7.567
Sponsorship income 24,245 - - -
Provisions released - - 74.730 10.215
Other 64.249 11.3067 126.210 17.252
2.782.985 2.035.462 2.529.888 1.690.657
Other expenses:
Foreign exchange losses {3.429.172) (922.913) {3.909.23%) (3.533.250)
Impairment for property,
plant and squipment {189.565) {10.254) - -
Impatrment for financial assets - 171.632 {85975} {25274y
Other {24.972} 3347 {127.839} {82.06%)
(3,643,709} {793,317y {4.123.05% {3.640.537)

Lad



CONVENIENCE TRANSLATION INTO ENGLISH OF FINANCIAL STATEMENTS
ORIGINALLY ISSUED IN TURKISH - SEE NOTE 44

CELEBI HAVA SERVISI A.S.

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL
STATEMENTS AT 30 JUNE 2005

(Amounts expressed in thousands of New Turkish lim (YTL) unless otherwise indicated)

NOTE 39 - FINANCIAL EXPENSES

20685 2004
I January- 1 April- 1 January- 1 April-
30 June 2005 30 June 20605 30 June 2004 30 June 2004
Interest expense {1.753.530) {1.307.259) {494.632) {369.617)
Other financial expenses (44.685) {43.179) - -
(1.798.21%) (1.350.438) (494.632) (369.617)

NOTE 40 - GAIN/(LOSSES) ON NET MONETARY POSITION

With the decision taken on 17 March 2005, the CMDB has announced that the application of inflation
accounting is no longer required for the companies operating in Turkey (Note 2).

Consequently, since inflation adjustment is not made for the period beginning on or after 1 January
2005, there is no monetary gain / toss for the six months period of 2005.

2005 2004
1 January- 1 April- 1 January- 1 April-
30 June 2005 30 June 2005 30 June 2064 30 June 2004
Net monetary gain/loss - - 174.126 952.957
- - 174.126 952,957

NOTE 41 - TAXES ON INCOME

Corporation tax rate of the fiscal year 2005 is 30%. Corporation tax is payable at a rate of 30% on the
total income of the Company after adjusting for certain disallowable expenses, exempt income and
investment and other allowances. No further tax is payable unless the profit is distributed.

In accordance with Tax Law No.5024 “Law Related fo Changes in Tax Procedure Law, Income Tax
Law and Corporate Tax Law” that was published in the Official Gazette on 30 December 2003 to
amend the tax base for non-monetary assets and liabilities, effective from 1 January 2004, income and
corporate taxpayers will prepare the statutory financial statements by adjusting the non-monstary
assets and liabilities for the changes in the general purchasing power of the Turkish lira. Corporate
taxpayers are obliged to prepare the opening balance sheets restated for inflation at 31 December
2003, In the Tax Procedure Law circulars Not 18 and 19 dated 19 April 2005 and 5 July 2005, it was
announced that no inflation accounting application is required for advance corporation tax.

Dhvidends paid to nom-resident corporations, which have a place of business in Turkey, or resident
corpurations are not subject to withholding tax. Otherwise, dividends paid are subiect to withholding
tax at the rate of 10%. An increase in capital via issuing bonus shares is not considered as a profit
distribution and thus does not incur withholding tax.
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CELEBI HAVA SERVISi A.S.

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL
STATEMENTS AT 30 JUNE 2005

(Amounts expressed in thousands of New Turkish Hia (YTL) uniess otherwise indicated}

NOTE 41 - TAXES ON INCOME (Continued)

Corporations are required to pay advance corporation tax quarterly at the rate of 30% on their

* corporate income. Advance tax is payable by the 17th of the second month following each calendar
quarter end. Advance tax paid by corporations is credited against the annual corporation tax Hability.
The balance of the advance tax paid may be refunded or offset against other liabilities to the
government.

The exception for participation share and property sales profit which existed in Corporation Tax Law
temporary Articles 28 and 29 has ended. However, this arrangement has been added to Corporation
Tax Law article 8 as permanent exception with 3281 numbered law dating from [ January 2005,

According to this, profit of corporations’ participation share and property sales which has taken part in
assefs at least for two years —dependent on corporation capital addition commitment in definite
conditions- will be exempted from Corporation Tax. The two year commitment will not be required
when debtors of the banks and their guarantors transfer their property and participation shares as a
compensation for the debt.

On the other hand, in parallel with the change in Corporation Tax Law, Value Added Tax exception
previously regulated in Value Added Tax Law temporary Article 10 and applied in parallel with
exemption in Corporation Tax has been amended and the property sales and Value Added Tax
exemption application have become permanent.

At the same time, the fitle deed and cadastral fees exception that was applied in transactions subject to
the property sales profit exception in Corporation Tax Article 8, this ended in 31 December 2004.
However since there is no regulation in this subject, property sale will be subject to title deed fee in
general,

Capital expenditures, with some exceptions, over YTL10 thousand are eligible for investment
incentive allowance of 40%, which is deductible from taxable income prior to calculation of the
corporate income tax, without the requirement of an investment incentive certificate, and the amount
of allowance s not subject to withholding tax. Investment allowances utilised within the scope of
investment incentive certificates granted prior to 24 April 2003 are subiect to withholding tax at the
rate of 19,8%, irrespective of profit distribution.

i
f{‘
i

Under the Turkish taxation system, tax losses can be carried forward to be offset against future taxable
income for up to 3 years. Tax losses cammnot be carried back to offset profits from previous periods.

4
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CONVENIENCE TRANSLATION INTO ENGLISH OF FINANCIAL STATEMENTS
ORIGINALLY ISSUED IN TURKISH - SEE NOTY. 44

CELEBI HAVA SERVISI A.S.

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL
STATEMENTS AT 30 JUNE 2005

NOTE 41 - TAXES ON INCOME (Continued)

In Turkey, there i1s no procedure for a final and definitive agreement on tax assessments, Companies
file their tax returns within the 15th of the fourth month following the close of the financial vear to
which they relate. Tax returns are open for 5§ vears from the beginning of the year that follows the date
of filing, during which time the tax authorities have the right to audit tax returns, and the related
accounting records on which they are based, and may issue re-assessments based on their findings.

Tax income in the consolidated statement of income for the six month interim period ended 30 June
2005 is summarised below:

2005 2004
1 January- 1 April- ¥ January- 1 April-
30 June 2005 30 June 2005 30 June 2004 34 June 2004
- Current year
corporate tax - - - -
-Deferred {ax income 7.093.570 1.169.061 1.655.983 1.160.764
7.093.570 1.169.061 1.655.983 1.160.764

NOTE 42 - EARNINGS PER SHARE

Earning per share is determined by dividing net income amounting to YT1.12.166.260 attributable to
that class of shares by weighted average number of such shares outstanding during the year concerned
(1.350.000.000 shares, 2004: 1.350.0000 shares).

2005 2004

1 January- 1 April- I January- 1 April-

30 June 3¢ June 3¢ June 30 June

Net profit for the period 12.166.260 15.455.7773 (4.437.549) 59801
Weighted average
Number of shares

{Unit-thousand} 1.330.000.000 1.350.000.000  1.350.000.000 £.350.000.000

Earnings per share with face
value of Y'T1L.1.000 cach 0,0050 06114 {5,0033 03,0666




CONVENIENCE TRANSLATION INTO ENGLISH OF FINANCIAL STATEMENTS

ORIGINALLY ISSUED IN TURKISH - SEE NOTE 44
CELEBI HAVA SERVISI A.S.

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL
STATEMENTS AT 30 JUNE 2005

{Amounts expressed in thousands of New Turkish Hira (YTL) unless otherwise indicated)

NOTE 43 - STATEMENT OF CASH FLOWS

1 January-
) 30 June 2805
Cash flow from operating activities
Profit before fax 5.072.690
Adjustments to recencife gain before tax
to net cash inflows frem operating activities

1 January-
30 June 2004

(6.093.532)

Depreciation 19-20 9.708.832 4 763,087
Provision for employment termination benefits 2 602.697 291.252
Impatrmesnt for property, plant and egaipment 38 i89.563 -
Reversal of impairment for financial assets (166.790) 35975
Inierest income 38 (143289 (65.160)
Interest expenses 39 1.753.530 494,632
Change in provigion for doubtfisd receivable 7 (19041 {156.246)
Net cash before changes in assets and Habilities 16.998.194 (679992}
Changes in assets and liabilities

Change in ttade receivables (13.284.287) (6.920.743)
Change in due from related parties (1.632.283) 41.820
Change in inventosics (61.245) (342.780)
Change in other current assets {188.853) -
Change in other current/non-current assets {815.216) {133.670)
Change in other non-current receivables 1.730.067 258,080
Change in trade payables 888.855 207204
Change in due o related parties 3638170 2.228.299
Change in shori-term Hability provisions 1678769 -
Paid employee termination benefit {190.091) -
Change in advances received 54.145 -
Change in paid corporate tax - {271.554)
Cash flow from operating activities 8.736.225 (5.612.3363

Investment operations

Purchase of tangible asscts (48.759.442) {28.125.337)
Purchase of inlangible assets (63.226) (106.308)
Change in investments {1.213.624) (2.175.436)
Change in financial assets {165.929) -
[ncome from sale of tangible assets 4475 420,339
Cash flow from Investment operations {R38.137.7463 {292.987.0023
Financial sperations

Change in borrowings 42.291.164 35242868
Change tn short-ferm lcasing labilities {847.969) -
Change in long term leasing labilities 145,638 -
{nteresi received 143118 65,160
interest paid (326035} (69.838)
Cash flow from financial operstions 41405896 35,238,154
et change b cash and cash equivalenis e 43753 (151 148)
Beginaing balsnce of cash and cash sguivalents 13.338.5856 AR
Ending balnnce of cash and cash equivalents E3.342.8318 9595917
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CONVENIENCE TRANSLATION INTO ENGLISH OF FINANCIAL STATEMENTS
ORIGINALLY ISSUED IN TURKISH - SEE NOTE 44

CELEBI HAVA SERVISI A.S.

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL
STATEMENTS AT 30 JUNE 2005

{Amounts expressed in thousands of New Turkish liza (YTL) unless otherwise indicated }

NOTE 44 -DISCLOSURE OF OTHER MATTERS, WITH MATERIAL EFFECT ON
FINANCIAL  STATEMENTS, REQUIRED FOR THE PURPOSE OF
UNDERSTANDING AND INTERPRETING THE FINANCIAL STATEMENTS

Explanation added for convenience translation into English:

As of 30 June 2005, the accounting principles described in Notes 2 (defined as CMB Accounting
Standards) to the accompanying interim consolidated financial statements differ from International
Financial Reporting Standards (IFRS) issued by the International Accounting Standards Board with
respect to the application of inflation accounting, presentation of the basic financial statements and
the notes to them. Accordingly, the accompanying consolidated financial statements are not intended
to present the financial position and results of operations in accordance with IFRS,




