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Enka ingaat ve Sanayi Anonim Sirketi and Its Subsidiaries
CONSOLIDATED BALANCE SHEET

As at March 31, 2008
(Currency — Thousands of U.S. Dollars)

ASSETS

Notes March 31, 2008 December 31, 2007

Current assets

Cash and cash equivalents 4 882,671 1,058,912
Investments available-for-sale 5 342,352 250,822
Trade and other receivables 6 1,062,127 734,644
Inventories 7 342,629 273,153
Other current assets 8 232,792 204,894
Company’s share in current assets of joint ventures 10 300,564 330,624
Costs and estimated earnings in excess of billings
on uncompleted contracts 11 265,570 249,475
3,428,705 3,102,524
Assets held for sale 9 46,496 49,097
Total current assets 3,475,201 3,151,621
Non-current assets
Trade and other receivables 6 33,579 29,350
Investments in associates 12 10,980 10,057
Investments available-for-sale 5 1,062 1,570
Property, plant and equipment
Company
Buildings and barracks 14 1,030,741 1,021,432
Other property, plant and equipment 14 1,723,402 1,737,869
Company’s share in joint ventures 10 113,569 95,275
Intangible assets 15 2,895 2,981
Goodwill 22 228,583 228,583
Investment properties 16 1,459,876 1,394,309
Other non-current assets 8 59,072 59,362
Deferred tax asset 20 101,344 133,508
Total non-current assets 4,765,103 4,714,296
Total assets 8,240,304 7,865,917

The accompanying policies and explanatory notegages 6 through 68 form an integral part of the
consolidated financial statements.

(2)



Enka ingaat ve Sanayi Anonim Sirketi and Its Subsidiaries

CONSOLIDATED BALANCE SHEET
As at March 31, 2008
(Currency — Thousands of U.S. Dollars)

LIABILITIES AND EQUITY

Notes March 31, 2008 December 31, 2007

Current liabilities
Short-term borrowings 17 27,919 48,405
Current portion of long-term borrowings 17 453,608 384,803
Trade and other payables 18 1,492,890 1,350,217
Other current liabilities and accrued expenses 19 205,972 171,813
Taxation on income 20 27,575 27,592
Company’s share in current liabilities of joint veres 10 302,381 297,250
Billings in excess of costs and estimated earnings

on uncompleted contracts 11 49,203 72,836
Total current liabilities 2,559,548 2,352,916
Non-current liabilities
Trade and other payables 18 60,813 56,148
Long-term borrowings 17 1,127,494 1,168,871
Employee termination benefit 21 12,281 13,071
Deferred tax liability 20 334,770 318,815
Other non-current liabilities 19 704,975 679,287
Company's share in non-current liabilities of jorantures 10 58,696 58,416
Total non-current liabilities 2,299,029 2,294,608
Total liabilities 4,858,577 4,647,524
Equity
Equity attributable to equity holders of the parent 3,119,752 2,968,148
Share capital 23 587,828 587,828
Revaluation surplus 14 276,375 271,341
Currency translation difference 178,400 149,604
Other reserves (375) 2,558
Legal reserves and accumulated profit 24 2,077,524 1,956,817
Minority interest 261,975 250,245
Total equity 3,381,727 3,218,393
Total equity and liabilities 8,240,304 7,865,917

The accompanying policies and explanatory notegages 6 through 68 form an integral part of the
consolidated financial statements.
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Enka ingaat ve Sanayi Anonim Sirketi and Its Subsidiaries

CONSOLIDATED INCOME STATEMENT
For the period ended March 31, 2008
(Currency -- Thousands of U.S. Dollars)

Notes March 31, 2008 March 31, 2007

Revenues 1,641,581 1,064,680
Cost of revenues (1,344,594) (872,232)
Gross profit 296,987 192,448
Selling and administrative expenses (96,477) (59,106)
Other operating income 27 9,411 7,599
Other operating expense 27 (12,739) (2,216)
Profit from operations 197,182 138,725
Financial income 27 31,758 13,941
Financial expenses 27 (37,597) (30,241)
Income/(loss) from associates 1,023 558
Profit from operations before taxes 192,366 122,983
Taxation charge

Current 20 (37,394) (19,737)

Deferred 20 (31,003) 2,546
Net profit for the period 123,969 105,792
Attributable to :
Equity holders of the parent 119,215 100,313
Minority interest 4,754 5,479
Net profit 123,969 105,792
Weighted average number of shares 23 90,000,000,000 90,000,000,000
Basic earnings per share attributable to equitgdrsl

of the parent - U.S. Dollar 25
- ordinary share certificate (full cent) 0.132 0.111

The accompanying policies and explanatory notegages 6 through 68 form an integral part of the
consolidated financial statements.
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Enka ingaat ve Sanayi Anonim Sirketi and Its Subsidiaries

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the period ended March 31, 2008
(Currency — Thousands of U.S. Dollars)

Attributable to equity holders of the parent Minority Interest Total Equity
Share Revaluation Currency
Capital Surplus Translation Other Legal Reserves and
(Note 23) (Note 14) Difference Reserves Accumulated Profit Total

Balances, January 1, 2007 361,567 76,384 60,668 295 1,646,333 2,145,247 280,9 2,346,225
Currency translation difference - 769 88,936 - - 89,705 10,283 99,988
Transfer of depreciation difference (net of defeaex) of

revaluation effect (Note 14) - (1,895) - - 1,895 - - -
Revaluation of buildings (Note 14) - 196,083 - - - 196,083 1,538 197,621
Fair value adjustment on derivative assets - - - 1,032 - 1,032 - 1,032
Net change in unrealized gain / (loss) on availdbiesale investments - - - 1,231 - 1,231 - 1,231
Total income and expense for the year recognizextly in equity - 194,957 88,936 2,263 1,895 288,0 11,821 299,872
Profit for the year - - - - 574,538 574,538 43,594 618,132
Total income and expense for the year - 194,957 88,936 2,263 576,433 862,589 55,415 18,0
Share capital increase from general reserve (N3jte 2 226,261 - - - (226,261) - - -
Dividends paid (Note 24) - - - - (39,688) (39,688) (6,148) (45,836)
Balances, December 31, 2007 587,828 271,341 149,604 2,558 1,956,817 2,968,148 50,285 3,218,393
Currency translation difference - 6,526 28,796 - - 35,322 6,976 42,298
Transfer of depreciation difference (net of defeax) of

revaluation effect (Note 14) - (1,492) - - 1,492 - - -
Fair value adjustment on derivative assets - - - 284 - 284 - 284
Net change in unrealized gain / (loss) on availdbiesale investments - - - (3,217) - (3,217) - (3,217)
Total income and expense for the year recognizestly in equity - 5,034 28,796 (2,933) 1,492 32,389 6,976 39,365
Profit for the year - - - - 119,215 119,215 4,754 123,969
Total income and expense for the year - 5,034 28,796 (2,933) 120,707 151,604 11,730 163,334
Balances, March 31, 2008 587,828 276,375 178,400 (375) 2,077,524 3,119,752 261,975 ,3813727

The accompanying policies and explanatory notegages 6 through 68 form an integral part of thesobdated financial statements.
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Enka ingaat ve Sanayi Anonim Sirketi and Its Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2008

(Amounts expressed in thousands of U.S. Dollars unle ss otherwise indicated. All other currencies are
also expressed in thousands.)

1. ORGANIZATION AND NATURE OF ACTIVITIES

General

Enkainsaat ve Sanayi Anonirgirketi (the ‘Company — Enkinsaat’) was established on December 4, 1967 and
registered inistanbul, Turkey, under the Turkish Commercial Coflee address of the headquarters and
registered office of Enkinsaat is Balmumcu, Bestek8evki Bey Sokak, 34349 Enka BinasisBeas, istanbul,
Turkey.

As of June 28, 2002, Enkasaat merged legally with its publicly traded shatdbo company, Enka Holding
Yatirim AnonimSirketi (Enka Holding), which were under the comnuamtrol of Tara Holding Anonir§irketi

and Tara and Giilgelik families. As of March 31, 2002.75% of the shares of Enkgaat are traded publicly

in Istanbul Stock Exchange.

As of March 31, 2008, total number of personndlds/07 (December 31, 2007 — 46,018).

Nature of the Activities

Enkainsaat operates in five major geographical areas, lwhie as follows:

Turkey engaged in diverse types of construction acésitincluding construction of industrial and social
buildings, motorways and construction and operatiomatural gas fired electrical energy generafamilities.

Russian Federation, Kazakhstan, Ukraine and Tagkis engaged in construction activities in Russia,
Kazakhstan, Ukraine and Tajikistan, and also emjagethe investment and management of real estate
properties, which are leased to tenants in Mos&wesia, as well as run a network of hyperstoressangping
malls in Moscow.

Africa  : engaged in construction activities in differeatintries, especially in Algeria and Libya.

Asia :engaged in construction activities in Oman.

Europe : engaged in construction and trading activities Romania, Germany, Albania, Netherlands,
Switzerland and Bosnia Herzegovina.
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Enka ingaat ve Sanayi Anonim Sirketi and Its Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
March 31, 2008

(Amounts expressed in thousands of U.S. Dollars unle ss otherwise indicated. All other currencies are
also expressed in thousands.)

1. ORGANIZATION AND NATURE OF ACTIVITIES (continued )

Enkainsaat has the following subsidiaries, whose busiaesscountry of incorporation are provided below:

Country of
Name of Subsidiary Nature of Business Activities Incorporation
Pimas Plastikinsaat Malzemeleri Anonir§irketi (Pimay) Manufacturing Turkey
Enka Pazarlamihracatithalat AnonimSirketi (Enka Pazarlama) Trade Turkey
Cimtas Celik imalat Montaj ve Tesisat Anoni§irketi (Cimtas) Construction Turkey
Titas Toprakinsaat ve Taahhiit Anonigirketi (Titas) Construction Turkey
Kaskta Kayar Kalip Altyapi Sondaj Kazik ve Tecrit AnonBirketi (Kaskta) Construction Turkey
Entay Nakliyat ve Turizm Anoningirketi (Enta) Trade Turkey
Enka Teknik Genel Miteahhitlik Bakiigletme Sevk védare AnoninSirketi (Enka Teknik) Construction Turkey
Entrade GmbH (Entrade) Trade Germany
Limited Liability Company Enmar (Enmar) Construction Russia
Air Enka Hava Taimaciligl A.S.(Air Enka) Trade Turkey
Enka Holding B.V. Investment Company Netherlands
Adapazari Elektrik Uretim Limite§irketi (Adapazari Elekirik) Energy Turkey
zmir Elektrik Uretim LimitedSirketi (izmir Elektrik) Energy Turkey
Gebze Elekirik Uretim Limite@irketi (Gebze Elekirik) Energy Turkey
Enka Limited Liability Company (Enka LLC) Construction Ukraine
Enka Enerji Uretim AS. Energy Turkey

The construction contracts are undertaken by Bniaat alone or together with its affiliated compargesin
partnerships with other contractors through joiettures. Enkdnsaat has the following joint ventures, which
will be dissolved after the completion of the constion projects, as listed below:

Bechtel-Enka Joint Venture (Kazakhstan) — Senimdgyks
Bechtel-Enka Joint Venture Bautino (Kazakhstan )

Cadell Construction Company Inc. (Asia)

Cadell Construction Company Inc. (Africa)

Bechtel-Enka Technostroyexport Joint Venture (ShkidaRussia)
Bechtel-Enka Joint Venture (Romania)

Bechtel-Enka Joint Venture (Albania)

Caddell Construction Company Inc. (Europe)

AECO Development Limited Liability Company (Oman)

For the purpose of the consolidated financial statets, Enkdnsaat, its consolidated subsidiaries and its joint

ventures are hereinafter referred to as “the Grolgohir Elektrik, Adapazari Elektrik and Gebze Elekthiere
and after are also referred to as “the Power Carigsi.
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Enka ingaat ve Sanayi Anonim Sirketi and Its Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
March 31, 2008

(Amounts expressed in thousands of U.S. Dollars unle ss otherwise indicated. All other currencies are
also expressed in thousands.)

2.1 BASIS OF PREPARATION

The consolidated financial statements of the Grbape been prepared in accordance with International
Financial Reporting Standards (IFRS), which congpristandards and interpretations approved by the
International Accounting Standards Board and Irggomal Accounting Standards and Standing Inteapicts
Committee interpretations approved by the IASC tieahain in effect. The consolidated financial stateats
have been prepared on the historical cost conugngixcept for investment properties, buildings,ilatée-for-
sale financial assets and derivative financialrimaents which are measured at fair value. The dinladed
financial statements are presented in U.S. DolaiSD) and all values are rounded to the neareststm
(‘000) except when otherwise indicated.

The Group adopted all standards, which were mangats of March 31, 2008. The consolidated financial
statements of Enkinsaat were authorized for issue by the managemeduna 2, 2008. Although there is no
such intention, the General Assembly and certagulegory bodies have the power to amend the stgtuto
financial statements after issue.

Enkainsaat and its subsidiaries which are incorporate@iuirkey, maintain their books of accounts and prepar
their statutory financial statements in New Turkista (YTL) in accordance with the regulations arcaunting
and reporting framework and accounting standardsnplgated by the Turkish Capital Market Board (CMB)
(for publicly traded companies) and Turkish Comr@r€ode and Tax Legislation and the Uniform Chafrt
Accounts issued by the Ministry of Finance. Theefgn subsidiaries maintain their books of accounts
accordance with the laws and regulations in forcéhe countries where they are registered. Theatioiased
financial statements are based on the statutogrdeanith adjustments and reclassifications forghgpose of
fair presentation in accordance with IFRS.

The Group also reported separately for the conatgd financial statements for the same period peepa
accordance with accounting principles promulgate€MB.

There are no differences between the consolidaiteshdial statements prepared in accordance with the
accounting policies promulgated by CMB and constéd IFRS financial statements except for the apptin

of IAS 29 (“Financial Reporting in HyperinflationafEconomies”) in the year 2005, which only affetite
financial statements of the subsidiaries that Haxetional currency of YTL.

Functional and Presentation Currency

As significant amount of construction, energy aedlrestate operations of Enkasaat and its consolidated
subsidiaries and its joint ventures which form mpamt of the operations of the Group are carriedimWw.S.
Dollar or indexed to U.S. Dollar, this currency hasen determined as the functional and the presamta
currency of the Group in line with IAS 21 - The &ffs of Changes in Foreign Exchange Rates. Eadiy ent
the Group determines its own functional currencg @ems included in the financial statements ofheantity
are measured using that functional currency. Ticitses in foreign currencies (i.e. any currencyeotthan the
functional currency) are initially recorded at thumctional currency rate ruling at the date of trensaction.
Monetary assets and liabilities denominated inifpreurrencies are retranslated at the rate of angd ruling
at the balance sheet date. All differences arentdkethe income statement. Non-monetary items #nat
measured in terms of historical cost in a foreigrmrency are translated using the exchange ratas thg dates
of the initial transactions. Non-monetary items mead at fair value in a foreign currency are ti@esl using
the exchange rates at the date when the fair wahisedetermined. Any goodwill arising on the acdigsiof a
foreign operation and any fair value adjustmentth&ocarrying amounts of assets and liabilitiesiagi on the
acquisition are treated as assets and liabilitieseoforeign operation and translated at the olpsate.
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Enka ingaat ve Sanayi Anonim Sirketi and Its Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

March 31, 2008

(Amounts expressed in thousands of U.S. Dollars unle ss otherwise indicated. All other currencies are
also expressed in thousands.)

2.1 BASIS OF PREPARATION (continued)

Until December 31, 2005, the financial statemeffitthe subsidiaries, functional currency of whichswéTL,
were restated for the changes in the general psirodp@ower of YTL based on IAS 29 (“Financial Repay in
Hyperinflationary Economies”). Since the objectieenditions for the restatement in hyperinflationary
economies were no longer applicable at that timekdy came off hyperinflationary status effectiverf
January 1, 2006. After the Turkish economy ceaseukthyperinflationary, such subsidiaries no lomgstate
their financial statements in accordance with 1A% a@nd use as the historical costs for translaitive the
presentation currency the amounts restated toribe [evel at the date these subsidiaries ceastdtireg their
financial statements. Therefore, the non-monetasgis and liabilities and components of sharehslaejuity
of such subsidiaries including share capital reggbih the balance sheet as of March 31, 2008 acdrlger 31,
2007 are derived by indexing the additions occutretll December 31, 2005 and carrying the additiafter
this date with their nominal amounts.

The assets and liabilities of the subsidiaries whosctional currency is other than U.S. Dollars tanslated
into U.S. Dollars at the rate of exchange rulingtteg balance sheet date and their income statenaeets
translated at the average exchange rates for the Yée exchange differences arising on the tréioslare
taken directly to a separate component of equitguasency translation difference.

Within Turkey, official exchange rates of the NewrKish Lira (YTL) are determined by the Central Baof
Turkey (CBT) and are generally considered to bee@sanable approximation of market rates. Within the
Russian Federation, official exchange rates arerohéed daily by the Central Bank of the Russiadédration
(CBRF), which is also a reasonable approximatiomafket rates.

The rates used as of March 31, 2008 and DecemheR2®)X/ and the rate as of the preparation datdef t
consolidated financial statements for one U.S. &alkn be summarized as below:

Preparation Date (June 2, 2008) March 31, 2008 December 31, 2007

U.S. Dollar YTL 1.2067 YTL 1.2765 YTL 1.1647
Russian Ruble (RR) 23.73 RR 23.52 RR 245
Euro 0.64 Euro 0.63 Euro 0.€

The translation of assets and liabilities denonaidah New Turkish Lira and various other local emcies into
U.S. Dollar for the purpose of the consolidatedaficial statements does not necessarily mean tbabtaup

could realize or settle in U.S. Dollar the sameugalof the assets and liabilities as indicatedhénconsolidated
balance sheets. Similarly, it does not necessamian that the Group could return or realize theesahs.

Dollar value of capital and general reserve talitareholders.

Basis of Consolidation

The consolidated financial statements comprisditiacial statements of the parent company, itstjeéntures
and its subsidiaries as at March 31, 2008 and Deeefil, 2007. The financial statements of the jeantures
and the subsidiaries are prepared for the samertiepaperiod as the parent company, using condisten
accounting policies.

Subsidiaries are all entities over which the Grbap power to govern the financial and operatinicigs so as
to benefit from its activities. Subsidiaries in whithe Group owns directly or indirectly more tH0% of the
voting rights, or has power to govern the finan@all operating policies under a statute or agretimen
consolidated. The existence and effect of potemtitihg rights that are currently exercisable onwrtible are
considered when assessing whether the Group csminolther entity.

Subsidiaries are fully consolidated from the ddtaagjuisition, being the date on which controlreansferred to
the Group and cease to be consolidated from tleeatatvhich control is transferred out of the Group.

All significant intra-Group transactions and balesdetween Enkinsaat and its consolidated subsidiaries and
joint ventures are eliminated.
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Enka ingaat ve Sanayi Anonim Sirketi and Its Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
March 31, 2008

(Amounts expressed in thousands of U.S. Dollars unle ss otherwise indicated. All other currencies are
also expressed in thousands.)

2.1 BASIS OF PREPARATION (continued)

Minority interests represent the portion of incostatement and net assets not held by the Groupasnd
presented separately in the consolidated incontenséat and within equity in the consolidated bagasheet,
separately from parent shareholders’ equity. Adtjaiss of minority interests are accounted for gsihe parent
entity extension method, whereby, the differencevben the consideration and the book value of Hagesof
the net assets acquired is recognized as goodwill.

The subsidiaries included in consolidation andrtsbareholding percentages at December 31, 200208
are as follows:

Direct / Indirect Ownership

Company Name March 31, 2008 December 31, 2007
Enka Holding B.V. 100.00% 100.00%
Enka Holding Investment S.A. 100.00% 100.00%
Edco Investment B.V. 100.00% 100.00%
Enru Development B.V. 100.00% 100.00%
City Center Investment B.V. 100.00% 100.00%
Alen Construction B.V. 100.00% 100.00%
Esta Construction B.V. 100.00% 100.00%
Enka MW B.V. 100.00% 100.00%
Enka Construction & Development B.V. 100.00% 100.00%
Far East Development B.V. 100.00% 100.00%
Capital City Investment B.V. 100.00% 100.00%
Enka Construction B.V. 100.00% 100.00%
Enmar 100.00% 100.00%
Entrade 100.00% 100.00%
Enka Adapazari Power Investment B.V 100.00% 100.00%
Enka Gebze Power Investment B.V 100.00% 100.00%
Enkaizmir Power Investment B.V 100.00% 100.00%
Enka Power Investment B.V 100.00% 100.00%
izmir Elektrik 100.00% 100.00%
Adapazari Elektrik 100.00% 100.00%
Gebze Elektrik 100.00% 100.00%
Enka Limited Liability Company 100.00% 100.00%
Rumos S.A. 100.00% 100.00%
MCC Investment SA. 100.00% 100.00%
Enka TC (*) 100.00% 100.00%
Retmos Inv. Ltd. 100.00% 100.00%
Amos BV 100.00% 100.00%
Bmos BV 100.00% 100.00%
Air Enka 99.97% 99.97%
Enka Pazarlama 99.97% 99.97%
Enmar Trading 99.97% 99.97%
Metra Akdeniz Dy Ticaret AnoninSirketi 99.96% 99.96%
Entas 99.93% 99.93%
Enka Enerji Uretim A5. 99.47% 99.47%
Susanbg@Degirmencilik A.S. 99.35% 99.35%
Kasktg 96.31% 96.31%
Kaskta Arabia Ltd. 96.31% 64.24%
Burkas Ltd.Sti 96.31% 96.31%
Cimtas 95.26% 95.26%
Cimtas Mechanical Contracting B.V. 95.26% 95.26%
Cimtas (Ningbo) Steel Processing Company Ltd. 95.26% 95.26%
Titas 91.91% 91.91%
Burtrak Burdur Traktor ve Onyiikleyici Sanayi Ticeseonim Sirketi 90.02% 90.02%
Pima 87.26% 87.26%
Pimapen Joint Stock Company 87.26% 87.26%
Pimapen Logistic Center SRL 87.25% 87.25%
Envin Window Systems B.V. 87.25% 87.25%
Mosenka (**) 80.00% 80.00%
Enka Oil and Gas B.V. 75.50% 75.50%
Enka Teknik 75.50% 75.50%
000 R-Avtam 60.00% 60.00%
MKH (***) 52.00% 52.00%
Cimtas Borumalatlari ve Ticaret Anonir§iirketi 50.00% 50.00%
*) The Company purchased 50% of the shares initednLiability Company Ramenka (Ramenka), a joiahture, followed up on line by line basis,

from Migros Turk T.AS. (Migros) with the agreement dated September @@72Accordingly, the Company’s shareholding petage in Ramenka
increased to 100% and the legal title of Ramenisable@n changed as “Limited Liability Company Enka(Enka TC)".

**) Deals with the construction, rental and managat of business centers and residential premises.

(***) Signed an investment contract with the Mosc@ity Authorities related with the lease of a lafod 49 years for the construction and operation of
Russia Culture and Business Center.
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Enka ingaat ve Sanayi Anonim Sirketi and Its Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

March 31, 2008

(Amounts expressed in thousands of U.S. Dollars unle ss otherwise indicated. All other currencies are
also expressed in thousands.)

2.2 CHANGES IN ACCOUNTING POLICY AND DISCLOSURES
The accounting policies adopted are consistent thitke of the previous financial period exceptadgvs:

The Group has adopted the following new and amenBB$ and IFRIC interpretations. Adoption of these
revised standards and interpretations did not lzaweeffect on the financial performance or positanthe
Group. They did however give rise to additionalcttisures. The principal effects of these changesaar
follows :

IFRS 7 - Financial Instruments: Disclosures

This standard requires disclosures that enable wdehe financial statements to evaluate the Bagmice of the
Group’s financial instruments and the nature anerexof risks arising from those financial instrurtee The
new disclosures are included throughout the cotiat@d financial statements. While there has beesffieot on
the financial position or results, comparative infation has been revised where needed.

IAS 1Amendment - Presentation of Financial Statésnen

This amendment requires the Group to make newadisots to enable users of the financial statements
evaluate the Group’s objectives, policies and mees for managing capital. These new disclosuemealuded
in Note 29.

IFRIC 8 - Scope of IFRS 2 - Share-Based Payments

This interpretation requires IFRS 2 to be appliedahy arrangements in which the entity can nottitien
specifically some or all of the goods receivedpamticular where equity instruments are issued:fmsideration
which appears to be less than fair value. As theurdoes not have any share-based payments, the
interpretation had no impact on the financial posior performance of the Group.

IFRIC 9 - Reassessment of Embedded Derivatives

IFRIC 9 states that the date to assess the exéstehan embedded derivative is the date that aity efirst
becomes a party to the contract, with reassessoréntif there is a change to the contract that iicantly
modifies the cash flows. As the Group has no embeédttrivatives requiring separation from the haositiact,
the interpretation had no impact on the financ@ifion or performance of the Group.

IFRIC 10 - Interim Financial Reporting and Impairmnte

This interpretation requires that an entity must neverse an impairment loss recognised in a posvioterim
period in respect of goodwill or an investment ither an equity instrument or a financial assetiedrat cost.
As the Group had no impairment losses previoushgnsed, the interpretation had no impact on thanial
position or performance of the Group.

IFRIC 7 Applying the Restatement Approach underd@&inancial Reporting in Hyperinflationary Econ@®
IFRIC 7 requires entities to apply IAS 29 Finandwadporting in Hyper-inflationary Economies in theporting
period in which an entity first identifies the e@sce of hyperinflation in the economy of its fuoofl currency

as if the economy had always been hyperinflationdRIC 7 is not relevant to the Group’s operatians did
not have an effect on the financial statements.
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Enka ingaat ve Sanayi Anonim Sirketi and Its Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
March 31, 2008

(Amounts expressed in thousands of U.S. Dollars unle ss otherwise indicated. All other currencies are
also expressed in thousands.)

2.2 CHANGES IN ACCOUNTING POLICY AND DISCLOSURES (continued)
Standards, interpretations and amendments to published standards that are not yet effective

Up to the date of approval of the consolidated rfaial statements, certain new standards, amendnagiats
interpretations to existing standards have beerdighgdd that are mandatory for later periods butciwhihe
Group has not early adopted, as follows:

Amendments to IFRS 2 ‘Share Based Payment’ — ge€iimditions and Cancellations (effective for annua
periods beginning on or after January 1, 2009)

The amendment clarifies two issues: The definitddrivesting condition’, introducing the term ‘noresting
condition’ for conditions other than service coratis and performance conditions. It also clariffest the same
accounting treatment applies to awards that amecefely cancelled by either the entity or the deugparty.
IFRS 2 is not relevant to the Group’s operations.

Revisions to IFRS 3 ‘Business Combinations’ and 2&SConsolidated and Separate Financial Statenments
(effective for annual periods beginning on or aftaty 1, 2009)

A revised version of IFRS 3 Business Combinationd an amended version of IAS 27 Consolidated and
Separate Financial Statements were issued by |IASBaouary 10, 2008. IFRS 3 revised introduces abeurmf
changes in the accounting for business combinatidrish will impact the amount of goodwill recognizehe
reported results in the period that an acquisitoours, and future reported results. Such chanugsde the
expensing of acquisition-related costs and recaggizsubsequent changes in fair value of contingent
consideration in the income statement (rather thaadjusting goodwill). IAS 27 revised requirestthachange

in ownership interest of a subsidiary is accourfiteds an equity transaction. Therefore such aghavill have

no impact on goodwill, nor will it give raise togain or loss. Furthermore the amended standardgelsathe
accounting for losses incurred by the subsidiarywali as the loss of control of a subsidiary. Thwmges
introduced by IFRS 3 revised and IAS 27 revised tmhes applied prospectively and will affect future
acquisitions and transactions with minority intéses

IFRS 8 - Operating Segments (effective for findn@ars beginning on or after January 1, 2009).

IFRS 8 replaces IAS 14 Segment Reporting and ademptsanagement approach to segment reporting. The
information reported would be that which managemess internally for evaluating the performance of
operating segments and allocating resources teethegments. This information may be different frimat
reported in the balance sheet and income statemedt entities will need to provide explanations and
reconciliations of the differences. The Group isthie process of assessing the impact of this stdnoia its
consolidated financial statements.

IAS 1 (Revised) Presentation of Financial Stateméftective for financial years beginning on aeaflanuary
1, 2009).

IAS 1 has been revised to enhance the usefulnesgasimation presented in the financial statemeftsthe
main revisions are the requirement that the statéroé changes in equity includes only transactianth

shareholders; the introduction of a new statemémbmprehensive income that combines all itemsnobime
and expense recognised in income statement togeittetother comprehensive income”; and the requieat
to present restatements of financial statementetoospective application of a new accounting po#is at the
beginning of the earliest comparative period, a.¢hird column on the balance sheet. The Groupmalke the
necessary changes to the presentation of its ddagad financial statements in 2009.
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(Amounts expressed in thousands of U.S. Dollars unle ss otherwise indicated. All other currencies are
also expressed in thousands.)

2.2 CHANGES IN ACCOUNTING POLICY AND DISCLOSURES (continued)
Amendment to IAS 23 - Borrowing Costs (effectivéiriancial years beginning on or after January2009)

The benchmark treatment in the existing standarexpensing all borrowing costs to the income statenis
eliminated in the case of qualifying assets. Alirbwing costs that are directly attributable to #wuegjuisition or
construction of a qualifying asset must be capi¢gali A qualifying asset is an asset that necegdalies a
substantial period of time to get ready for itsemded use or sale. In accordance with the transitio
requirements of the Standard, the Group will adbist as a prospective change. Accordingly, bormgwéosts
will be capitalised on qualifying assets with a ecoemcement date after January 1, 2009. No chaniljesew
made for borrowing costs incurred to this date Haate been expensed.

Amendments to IAS 32 and IAS 1 Puttable Finanaistriments (effective for annual periods beginrangor
after January 1, 2009)

The amendment to IAS 32 requires certain puttabintial instruments and obligations arising omitigtion
to be classified as equity if certain criteria amet. The amendment to IAS 1 requires disclosureeofain
information relating to puttable instruments clfisdi as equity. The Group does not expect thesendments
to impact its consolidated financial statements.

IFRIC 13- Customer Loyalty Programmes (effectivdifancial years beginning on or after July 1, 3)0
IFRIC 13 requires customer loyalty award creditsb® accounted for as a separate component of the sa
transaction in which they are granted and therefmad of the fair value of the consideration ree€ivis

allocated to the award credits and deferred owemptriod that the award credits are fulfilled. IERL3 is not
relevant to the Group’s operations.
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2.3 SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the consolidated financial stetets in accordance with IFRS requires managemeamniake
estimates and assumptions that are reflected irmés@surement of income and expense in the consadida
profit and loss statement and in the carrying valuassets and liabilities in the consolidated bedasheet, and
in the disclosure of information in the notes te ttonsolidated financial statements. Managemenexdrise
judgment and make use of information availablehat date of the preparation of the consolidatednfiizd
statements in making these estimates. The actualefuesults from operations in respect of the saxhere
these judgments and estimates have been made meglity be different than those estimates. Thiy mave a
material effect on the consolidated financial stegats.

The key assumptions concerning the future and dgresources of estimation at the balance stwatet that
have a significant risk of causing a material aiinent to the carrying amounts of assets and ltasliwithin
the next financial year and the significant judgisefapart from those involving estimations) witle tinost
significant effect on amounts recognized in thesotidated financial statements are discussed irrdlevant
sections of Note 2.4.

2.4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Interest in a joint venture

The Group has interests in joint ventures whichjaimtly controlled entities. A joint venture iscantractual
arrangement whereby two or more parties undertakec@nomic activity that is subject to joint comhtrd
jointly controlled entity is a joint venture thaiviolves the establishment of a corporation, pastripror other
entity in which each venturer has an interest. @ity operates in the same way as other entiesept that a
contractual arrangement between the venturerslestad joint control over the economic activitytbé entity.
The Group recognizes its interest in the joint ueausing proportionate consolidation.

When recognising an interest in a jointly contrdlentity, the Group reflects the substance andaoanreality
of the arrangement, rather than the joint ventupgiicular structure or form. In a jointly conted entity, a
venturer has control over its share of future eatindenefits through its share of the assets atfulities of the
venture. This substance and economic reality dhected in the consolidated financial statementthefGroup
when the Group recognises its interests in thetgskabilities, income and expenses of the joirtyntrolled
entity by using the two reporting formats specifiedlAS 31 for proportionate consolidation, desedbas
follows:
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2.4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (co ntinued)

The Group has combined its share of each of thetsissd liabilities of all of the joint ventureshish are
established related to the construction projecif) the similar items on aggregate basis and irezdluskeparate
line items for its share of the assets and liaédibn its consolidated financial statements. Uh#l acquisition
of the remaining 50% of Enka TC (formerly named Raka) on September 11, 2007, the Group’s sharaalf e
of the assets and liabilities in Enka TC, the nwtivity of which is operating retail supermarkatsd renting
floor spaces of the shopping malls to other tradiogpanies, was combined on a line by line basisftect the
substance and economic reality of the arrangeneime and expense accounts of all of the jointiytiolled
entities are consolidated on a line by line basithé consolidated income statements.

The financial statements of the joint venturespepared for the same reporting period as the pammpany,
using consistent accounting policies. Adjustmengsraade to bring into line any dissimilar accougtpolicies
that may exist.

When the Group contributes or sells assets todiné yenture, any portion of gain or loss from thensaction is
recognized based on the substance of the transa®tiben the Group purchases assets from the jeimiuve,
the Group does not recognize its share of the tgrofithe joint venture from the transaction uiitilesells the
assets to an independent party. The joint vensingréportionately consolidated until the date oricvithe
Group ceases to have joint control over the joartture.

The breakdown of the controlling interests of thi@f ventures is as follows:

Joint Venture March 31, December
2008 31, 2007
Bechtel-Enka Joint Venture (Kazakhstan) - Senimdyyly/s 50% 50%
Bechtel-Enka Joint Venture Bautino (Kazakhstan) 50% 50%
Cadell Construction Company Inc. (Cadell Asia) 50% 50%
Cadell Construction Company Inc. (Cadell Africa) 50% 50%
Bechtel-Enka Technostroyexport Joint Venture (Shikhslands / Russia) 50% 50%
Bechtel-Enka Joint Venture (Romania) 50% 50%
Bechtel-Enka Joint Venture (Albania) 50% 50%
Cadell Construction Company Inc. (Cadell Europe) 50% 50%
AECO LLC (Oman) 50% 50%
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2.4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (co ntinued)
Business Combinations and Goodwill

Business combinations are accounted for using tg@isition accounting method. This involves recsgrg
identifiable assets (including previously unrecegui intangible assets) and liabilities (includirgntingent
liabilities and excluding future restructuring)tbe acquired business at fair value.

Goodwill acquired in a business combination isiaflif measured at cost being the excess of the ab#te
business combination over the Group’s interesthi@ het fair value of the acquiree’s identifiablesets,
liabilities and contingent liabilities. Followindhé initial recognition, goodwill is measured at tcéess any
accumulated impairment losses. Any goodwill arisimgthe acquisition of a foreign operation and fairyvalue
adjustments to the carrying amounts of assetsiabdities arising on the acquisition are treatesdaasets and
liabilities of the foreign operation and translatadthe closing rate. For the purpose of impairntesting,
goodwill acquired in a business combination ispfrine acquisition date, allocated to each of theu@'s cash
generating units, or groups of cash generatingsuiitat are expected to benefit from the synergiethe
combination, irrespective of whether other assetsbilities of the Group are assigned to thosisuor groups
of units. Each unit or group of units to which tfeodwill is allocated:

* represents the lowest level within the Group atcitihe goodwill is monitored for internal manageinen
purposes; and

e is not larger than a segment based on either tlo&ig® primary or the Group’s secondary reporting
format determined in accordance with IAS 14 SegrRagorting.

Where goodwill forms part of a cash-generating ggibup of cash generating units) and part of theration
within that unit is disposed of, the goodwill assted with the operation disposed of is includethia carrying
amount of the operation when determining the gailogs on disposal of the operation. Goodwill disgub of in
this circumstance is measured based on the relasikees of the operation disposed of and the portibthe
cash-generating unit retained.

As disclosed in Notes 13 and 22 in detail, the Camypacquired 50% of shares in Enka TC (formerly Baka)
from Migros with the agreement dated September2DD7. Such business combination has been initially
accounted by the Company on a provisional basisraseen in the context of IFRS 3 “Business Continna”.

The Company will complete the final purchase patlecation within the twelve month period followirige
acquisition date. The carrying amount of goodwiliMarch 31, 2008 is U.S. Dollars 228,583 (Decentikr
2007 — U.S. Dollars 228,583) (see Note 22).

If the cost of acquisition is less than the faifueaof the net assets of the subsidiary acquites difference
(negative goodwill) is recognized directly in tmedme statement. On November 2, 2006, the Groupirach
the 25% share of its consolidated subsidiaries Mkes@nd increased the shareholding percentage%to 86 a
result of this acquisition of minority interest,etfGroup has recorded an amount of U.S. Dollars 8 &6
negative goodwill which is included in other opérgtincome.

When subsidiaries are sold, the difference betweeselling price and the net assets plus cumelatanslation
differences and unamortised goodwill is recognisetthie income statement.
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2.4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (co ntinued)
Investments in Associates

The Group’s investments in associates are accodotathder the equity method of accounting. An aide is
an entity in which the Group has significant infige and which is neither a subsidiary nor a joantture.

The investments in associates are carried on thandm sheet at cost plus post-acquisition changethea
Group’s share of net assets of the associates.v@lboelating to an associate is included in thergimg amount
of the investment and is not amortised. The incataement reflects the Group’s share of the resflts
operations of the associates. When there is a ehaugpgnized directly in the equity of an associtte Group
recognizes its share of any changes and disclbsesvhen applicable, in the statement of changesqunty.
Profits and losses resulting from the transactioesveen the Group and the associate are elimirtatede
extent of the interest in the associate.

The reporting dates of the associates and the Garulentical and the associates’ accounting igsliconform
to those of the Group for like transactions andchévén similar circumstances.

The investment in associates, which are accountedufder the equity method and their shareholding
percentages are as follows:

Company Name March 31, 2008December 31, 2007
Gretsch - Unitas Yapi Elemanlari San. ve Ti§.AGretsch- Unitas) 36.00% 36.00%
Gedora - Alta El Aletleri Dévme Celik ve San. Tic. Ltd. (Gedoidtas ) 38.59% 38.59%
Azen Oil Company B.V. (Azen Oil) 37.75% 37.75%

Cash and Cash Equivalents

Cash and cash equivalents in the balance sheetrismpash at banks and in hand and other shont-ter
deposits.

For the purpose of the consolidated cash flow statd, cash and cash equivalents consist of castcastu
equivalents as defined above, excluding short tiposits with an original maturity of more tharegnmonths.

Inventories

Inventories are valued at the lower of cost orreatizable value. Costs incurred in bringing eaatdpct to its
present location and condition, are accountedgdokows:

- Raw materials, spare parts, merchandise androotisn materials - purchase cost on moving weidhte
average basis.

- Goods for resale - purchase cost on moving wetjaverage basis.

- Finished goods - cost of direct materials anaiand a proportion of manufacturing overheads dase
moving weighted average basis.

The Group also provides an allowance for the slawing and obsolete items.

Net realizable value is the estimated selling piitehe ordinary course of business, less estimatsts of
completion and the estimated costs necessary te thaksale.
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2.4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (co ntinued)
Investments and other financial assets

Financial assets in the scope of IAS 39 are claslsids both loans and receivables and availablsdiar
financial assets, as appropriate. When financigétasare recognized initially, they are measure@iatalue,
plus, directly attributable transaction costs. T&up considers whether a contract contains an edduk
derivative when the entity first becomes a partif.to

The Group determines the classification of its fficial assets at initial recognition and, where vaéld and
appropriate, re-evaluates this designation at &aahcial year-end.

All regular way purchases and sales of financiaktsare recognized on the trade date. Regulapuwahases
or sales are purchases or sales of financial aisetsequire delivery of assets within the pergzherally
established by regulation or convention in the ratolace.

Receivables

Receivables are non-derivative financial asseth ¥fixed or determinable payments that are not glatean
active market. Such assets are carried at amontisgtdusing the effective interest method. Gairtslasses are
recognized in income when the receivables are dgrézed or impaired, as well as through the amatitn
process.

Provision is made when there is objective evidehhe¢ the Group will not be able to collect debtdBiebt is
written off when identified.

Available-for-sale financial assets

Available-for-sale financial assets are those nerivdtive financial assets that are designatedvadadle-for
sale. After initial recognition available-for sdieancial assets are measured at fair value withsgar losses
being recognized as a separate component of egpiitythe investment is derecognized or until theeistment

is determined to be impaired at which time the clative gain or loss previously reported in equgyinicluded

in the income statement. The fair value of investis¢hat are actively traded in organized finanniakkets is
determined by reference to quoted market bid pratethe close of business on the balance sheet Thate
investments in equity instruments where there isctove market are carried at cost since theirvaiue could
not be measured reliably and other methods of reddp estimating fair value are inappropriate and
unworkable.

Derecognition of Financial Assets and Liabilities

Financial assets

A financial asset is derecognized where:

- the rights to receive cash flows from the assstlexpired

- the Group retains the right to receive cash fldmesn the asset, but has assumed an obligatiorayo p
them in full without material delay to a third pattnder a ‘pass-through’ arrangemeont

- the Group has transferred its rights to receiashcflows from the asset and either (a) has trenesfe

substantially all the risks and rewards of the agaeg(b) has neither transferred nor retained tsurtisily
all the risks and rewards of the asset, but hasfeared control of the asset.
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2.4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (co ntinued)

Where the Group has transferred its rights to weceash flows from an asset and has neither traadfeor
retained substantially all the risks and rewardshef asset nor transferred control of the asset,asset is
recognized to the extent of the Group’s continiimgplvement in the asset. Continuing involvemeratt ttakes
the form of a guarantee over the transferred asseeasured at the lower of the original carryingpant of the
asset and the maximum amount of considerationttigatGroup could be required to repay. Where comgu
involvement takes the form of a written and/or fased option (including a cash-settled option aonilar
provision) on the transferred asset, the extenthef Group’s continuing involvement is the amounttlod
transferred asset that the Group may repurchaseptthat in the case of a written put option {idéhg a cash-
settled option or similar provision) on an assetasueed at fair value, the extent of the Group’stiooimg
involvement is limited to the lower of the fair val of the transferred asset and the option exepcise.

Financial liabilities

A financial liability is derecognized when the ajdtion under the liability is discharged or careglor expires.
Where an existing financial liability is replaceg énother from the same lender on substantialfgifit terms,
or the terms of an existing liability are substaltyi modified, such an exchange or modificationréeated as a
derecognition of the original liability and the ogmition of a new liability, and the differencetime respective
carrying amounts is recognized in the income statem

Impairment of Financial Assets
The Group assesses at each balance sheet datemhditiancial asset or group of financial assetspaired.
Assets carried at amortized cost

If there is objective evidence that an impairmesslon receivables carried at amortised cost hers ineurred,
the amount of the loss is measured as the differbatween the asset’s carrying amount and the mireakie of
estimated future cash flows (excluding future drddgsses that have not been incurred) discountetheat
financial asset’s original effective interest réite. the effective interest rate computed at ahitecognition).
The carrying amount of the asset is reduced thrasghof an allowance account. The amount of thedball be
recognized in income statement.

The Group first assesses whether objective evidehdampairment exists individually for financial sets that
are individually significant, and individually oroltectively for financial assets that are not indially
significant. If it is determined that no objectiexidence of impairment exists for an individuallgsassed
financial asset, whether significant or not, theeass included in a group of financial assets withilar credit
risk characteristics and that group of financiadeds is collectively assessed for impairment. Assieat are
individually assessed for impairment and for whéchimpairment loss is or continues to be recognaednot
included in a collective assessment of impairment.

If, in a subsequent period, the amount of the impeant loss decreases and the decrease can bedrelate
objectively to an event occurring after the impamnnwas recognized, the previously recognized impat

loss is reversed. Any subsequent reversal of aminment loss is recognized in the income statententhe
extent that the carrying value of the asset doegxaeed its amortised cost at the reversal date.

In relation to trade receivables, a provision fopairment is made when there is objective evid¢saeh as the
probability of insolvency or significant financidifficulties of the debtor) that the Group will nbe able to
collect all of the amounts due under the origieahts of the invoice. The carrying amount of theeireable is
reduced through use of an allowance account. Imgaitebts are derecognised when they are assessed as
uncollectible.
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2.4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (co ntinued)
Assets carried at cost

If there is objective evidence that an impairmesslon an unquoted equity instrument that is notezhat fair
value because its fair value cannot be reliablysuesd, or on a derivative asset that is linkedrit must be
settled by delivery of such an unquoted equityrimaent has been incurred, the amount of the lossessured
as the difference between the asset’'s carrying amand the present value of estimated future chskisf
discounted at the current market rate of returrafeimilar financial asset.

Available-for-sale financial assets

If an available-for-sale asset is impaired, an amawwmprising the difference between its cost (@fktny
principal payment and amortization) and its curfaitvalue, less any impairment loss previouslyognized in
income statement, is transferred from equity toitisceme statement. Reversals in respect of equdlyuments
classified as available-for-sale are not recogninegrofit. Reversals of impairment losses on dabtruments
are reversed through income statement, if the @serén fair value of the instrument can be objetyivelated to
an event occurring after the impairment loss wasgaized in the income statement.

Derivative Financial Instruments and Hedging

The Group uses derivative financial instrumentshsag forward currency purchase and sale contractsakso
interest rate cap transactions, to hedge its asls®ciated with foreign currency and interest flaketuations.
Such derivative financial instruments are initiatgcognized at fair value on the date on which avdtve

contract is entered into and are subsequently reuned at fair value. Derivatives are carried astasshen the
fair value is positive and as liabilities when th& value is negative. Any gains or losses aridiogn changes in
fair value on derivatives that do not qualify fardge accounting are taken directly to the incoragestent. The
fair value of forward currency contracts is caltethby reference to current forward exchange fatesontracts
with similar maturity profiles. The fair value afterest rate cap contracts is determined basediated market
prices in active markets.

For the purpose of hedge accounting, hedges assifital as cash flow hedges when hedging exposure t
variability in cash flows that is attributable tgarticular risk associated with a recognized assditibility. At

the inception of a hedge relationship, the Groumfdly designates and documents the hedge rel#ijprie
which the Group wishes to apply hedge accounting te risk management objective and strategy for
undertaking the hedge. The documentation includestification of the hedging instrument, the hedgech or
transaction, the nature of the risk being hedged laow the entity will assess the hedging instrursent
effectiveness in offsetting the exposure to chanigeébe hedged item’s fair value or cash flowsibtitable to
the hedged risk. Such hedges are expected to b laffective in achieving offsetting changes irstedlows
and are assessed on an ongoing basis to determainthéy actually have been highly effective thiomgt the
financial reporting periods for which they were idested.
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2.4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (co ntinued)
Hedges which meet the strict criteria for hedgeanting are accounted for as follows:
Cash Flow Hedges

Cash flow hedges are a hedge of the exposure tabiléy in cash flows that is attributable to arteular risk
associated with a recognized asset or liability eodld affect income statement. The Power Compames
borrowings with variable interest rates and theuprases interest rate caps to hedge the exposweritbility
in cash flows due to the change in interest rafd® effective portion of the gain or loss on thaldiag
instrument is recognized directly in equity, white ineffective portion is recognized in incomeestaent.

Amounts taken to equity are transferred to the nmecstatement when the hedged transaction affectsnia
statement.

The Group has classified these cash flow hedgevateré assets under “Other Non-current Assets” and
classified the fair value changes in these instniméirectly in equity under “Other Reserves” ais falue
adjustment on derivative assets.

Property, Plant and Equipment

With the exception of land and buildings, items mbperty, plant and equipment are stated at cas le
accumulated depreciation and any accumulated imueait in value. Land is not depreciated. The initiadt of
property, plant and equipment comprises its pulpaige, including import duties and non-refundgllechase
taxes and any directly attributable costs of briggthe asset to its working condition and locatfon its
intended use. Land and buildings are carried atlued amounts, which is the fair value at the ddté¢he
valuation less accumulated depreciation and impaitriosses charged subsequent to the date ofvakiation.
Valuations are performed frequently enough to enghat the fair value of a revalued asset doesdiffar
materially from its carrying amount.

Depreciation is provided on all property, plant aaglipment using the straight-line method at ratbgh
approximate estimated useful lives of the relatesbts as follows:

Land improvements 5-50 years
Buildings and barracks 10-50 years
Power plant equipment 35 years
Pipelines 16 years
Electrical interconnection lines 16 years
Machinery and equipment 4-10 years
Motor vehicles 3-10 years
Furniture and fixtures 5-10 years
Scaffolding and formworks 5 years
Aircraft 15 years
Others 5-10 years

Any revaluation surplus is credited to the assetliation reserve included in equity, except togkient that it
reverses a revaluation decrease of the same ass@ysly recognized in income statement, in whieke the
increase is recognized in income statement. A vat@n deficit is recognized in income statemercept that a
deficit directly offsetting a previous surplus dretsame asset is directly offset against the ssiiplihe asset
revaluation reserve.
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2.4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (co ntinued)

An annual transfer from the asset revaluation vesér retained earnings is made for the differenesveen
depreciation based on the revalued carrying amofittte assets and depreciation based on the amggitsal
cost. Additionally, accumulated depreciation ashat revaluation date is eliminated against the gygasrying
amount of the asset and the net amount is restatélde revalued amount of the asset. Upon dispass/,
remaining revaluation reserve relating to the paldir asset being sold is transferred to retairediegs.

Power plant equipment is recorded at its origimet ®f construction. Significant additions or impements are
capitalized when they extend the life, improve #fficiency or increase the earnings capacity of dkeet.
Expenditures for maintenance, repairs and minoewais to maintain facilities in operating conditiane
expensed as incurred.

The asset’s residual values, useful lives and nustlame reviewed, and adjusted if appropriate, e &aancial
year end.

An item of property, plant and equipment is derexsgd upon disposal or when no future economic fiterere
expected from its use or disposal. Any gain or lagsing on derecognition of the asset (calculaedhe
difference between the net disposal proceeds amaalrying amount of the asset) is included inittt®me
statement in the year the asset is derecognised.

When assets are sold or otherwise disposed of;dbis and the related accumulated depreciationeaneved
from the accounts and resulting gain or loss ilecedd in the net income. Upon the disposal ofrthalued
asset, the relevant portion of the revaluationlsigrpealized in respect of previous valuation Iseased from the
revaluation surplus directly to retained earnings.

Intangible Assets
Intangible assets mainly includes software righét ire amortized over 2 to 5 years.

Gains or losses arising from derecognition of darigible asset are measured as the difference éetihe net
disposal proceeds and the carrying amount of teetaand are recognized in the income statement wiesn
asset is derecognized.

Non-current Assets Held for Sale
The Group classifies a non-current asset (or dapgooup) as held for sale if its carrying amourili Wwe
recovered principally through a sale transactidherathan through continuing use. For this to ke dase, the

asset (or disposal group) must be available foreaiate sale in its present condition subject oaltetms that
are usual and customary for sales of such assets(msal groups) and its sale must be highly alotda
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2.4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (co ntinued)

For the sale to be highly probable, the appropt&tel of management must be committed to a plesetithe
asset (or disposal group), and an active programariecate a buyer and complete the plan must haen b
initiated. Further, the asset (or disposal groupytnibe actively marketed for sale at a price thakeasonable in
relation to its current fair value. In additionethale should be expected to qualify for recognitie a completed
sale within one year from the date of classifiaati@and actions required to complete the plan shindlidate that
it is unlikely that significant changes to the plaii be made or that the plan will be withdrawn.

The Group measures a non-current asset (or disgpoaab) classified as held for sale at the lowet€arrying
amount and fair value less costs to sell.

Investment Properties

Investment properties are measured initially at,dosluding transaction costs. The carrying amaantudes
the cost of replacing part of an existing investimenoperty at the time that cost is incurred if teeognition
criteria are met and excludes the costs of dayatoservicing of an investment property. Subseqtemitial
recognition, investment properties are stated iatvidue, which reflects market conditions at ttedance sheet
date. Gains or losses arising from changes inahevélues of investment properties are includethaincome
statement in the year in which they arise.

Investment properties are derecognized when ditiegrhave been disposed of or when the investnrepepty
is permanently withdrawn from use and no futurenecoic benefit is expected from its disposal. Anyngaor
losses on the retirement or disposal of an investipeperty are recognized in the income statenmethite year
of retirement or disposal.

Transfers are made to investment property when,cahdwhen, there is a change in use, evidenceenolyng

of owner-occupation, commencement of an operateagd to another party or ending of construction or
development. Transfers are made from investmenpgsty when, and only when, there is a change in use
evidenced by commencement of owner-occupation mmoencement of development with a view to sale.

For a transfer from investment property to ownesupéed property or inventories, the deemed cogiroperty

for subsequent accounting is its fair value atdate of change in use. If the property occupiedheyGroup as

an owner-occupied property becomes an investmeopepty, the Group accounts for such property in
accordance with the policy stated under propetgntpand equipment up to the date of change in bBsea
transfer from inventories to investment propertyy difference between the fair value of the propert that
date and its previous carrying amount is recognireihcome statement. When the Group completes the
construction or development of a self-constructagstment property, any difference between theviawe of

the property at that date and its previous carrgimgunt is recognized in income statement.

Investment property also includes long-term leakklamd held under an operating lease, which isacted for
as a finance lease in accordance with IAS 40 “ltmaest Property” and IAS 17 “Leases”. Each leasarmayt

on the long-term leasehold land is allocated betvibe liability and finance charges so as to a@h@onstant
rate on the finance balance outstanding. The quoreting rental obligations, net of finance chargae®

included in current and non-current lease liabitity leasehold land. The interest element of thanfie cost is
charged to income statement over the lease pedagk 40 produce a constant periodic rate of intesesthe

remaining balance of the liability for each period.
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2.4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (co ntinued)
Impairment of Non-Financial Assets

The carrying values of non-financial assets, ofte@n goodwill which is reviewed for impairment &iabt
annually, are reviewed for impairment when eventsclianges in circumstances indicate that the cagryi
amount of an asset may not be recoverable. Wheltlbgerarrying amount of an asset exceeds its reablee
amount, an impairment loss is recognized in th@rnme statement for items carried at cost and treased
revaluation decrease for items carried at revaAradunt to the extent that impairment loss doesroted the
amount held in the revaluation surplus. The recaivleramount of property, plant and equipment isgifeater
of net selling price and value in use. The nefrsglprice is the amount obtainable from the salaroésset in an
arm’s length transaction while value in use is phesent value of estimated future cash flows exgktd arise
from the continuing use of an asset and from ispaBal at the end of its useful life. Recoverab@ants are
estimated for individual assets or, if it is nospible, for the cash-generating unit.

Reversal of impairment losses recognized in prieary is recorded when there is an indication thaet t
impairment losses recognized for the assets noelorgist or has decreased. The reversal is recegriiz
income statement unless the asset is carried atuexy amount, in which case the reversal is treated
revaluation increase.

Employee Termination Benefits

The Group has both defined benefit and definedritiriton plans as described below:

(a) Defined Benefit Plans

In accordance with existing social legislation urKey, the Company and its subsidiaries in Turkeyraquired
to make lump-sum termination indemnities to eaclpleyee who has completed one year of service arasevh
employment is terminated due to retirement or éasons other than resignation or misconduct.

These benefits are unfunded. The cost of providiagefits under the defined benefit plans is deteeohi
separately for each plan using the projected urilit actuarial valuation method. All actuarial ggiand losses
are recognized in the income statement.

(b) Defined Contribution Plans

The Company and its subsidiaries in Turkey payrdmumions to publicly administered Social Secuifiynd on
a mandatory basis. The Group has no further paywigigations once the contributions have been phick
contributions are recognized as employee bengfitrse when they are due.

Foreign subsidiaries and joint ventures contriliatéhe related government body for the pension rsehef its

employees in the country they are domiciled. Maodatontributions to the governmental pension sahene
expensed when incurred.
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2.4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (co ntinued)
Provisions

Provisions are recognized when the Group has aeprdsgal or constructive obligation as a resulipabt
events, and it is probable that an outflow of reses will be required to settle the obligation, andeliable
estimate of the amount can be made. The experageto any provision is presented in the incotaéesnent
net of any reimbursement. If the effect of the timaue of money is material, provisions are detagdi by
discounting the expected future cash flows at at@xerate that reflects current market assessnudrttee time
value of money and, where appropriate, the riskgifip to the liability. Where discounting is us¢le increase
in the provision due to the passage of time isgei®d as an interest expense.

Leases

The determination of whether an arrangement ispatains a lease based on the substance of tmgamant at
inception date of whether the fulfilment of thesargement is dependent on the use of a specifit assssets
or the arrangement conveys a right to use the .aAsgtassessment is made after inception of theelealy if
one of the following applies:

a) There is a change in contractual terms, other shamewal or extension of the arrangement;

b) A renewal option is exercised or extension grantedess the term of the renewal or extension was
initially included in the lease term;

c) There is a change in the determination of whethifitrhent is dependant on a specified asset; or

d) There is a substantial change to the asset.

Where a reassessment is made, lease accountirigcsimahence or cease from the date when the change i
circumstances gave rise to the reassessment foarsoe a), c) or d) and at the date of renewalxtersion
period for scenario b).

(@ TheGroup asLessee
Finance leases

Finance leases, which transfer to the Group sutialigrall the risks and benefits incidental to awship of the
leased item, are capitalized at the inception efléase at the fair value of the leased propertif ower, at the
present value of the minimum lease payments. Lpagments are apportioned between the finance chamyb
reduction of the lease liability so as to achiewmastant rate of interest on the remaining balaficke liability.

Finance charges are charged directly against ingtatement. Capitalized leased assets are deg@ciaér the
shorter of the estimated useful life of the asset #the lease term, if there is no reasonably cestdahat the
Group will obtain ownership by the end of the letesen.

Operating lease

Leases of assets under which substantially altittks and rewards of ownership are effectivelyinetd by the
lessor, are classified as operating leases, elmegtterm leasehold land classified as investmeopégrty. Lease
payments under an operating lease are recognizad espense on a straight-line basis over the liease The
aggregate benefit of incentives provided by thedess recognized as a reduction of rental expense the
lease term on a straight-line basis.
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2.4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (co ntinued)

(b)  The Group as Lessor

Operating Lease

Lease income from operating leases is recognizedciome statement on a straight-line basis overléhse
term. Costs, including depreciation, incurred imn@®& the lease income are recognized as an exphmsal
direct costs incurred by the Group in negotiatimgl @rranging an operating lease is added to theicgr
amount of the leased asset and recognized as amsxmver the lease term on the same basis asabe |
income.

Operating Lease Commitments - Group as Lessor

The Group has entered into commercial and res@egmtbperty leases on its investment property pbotf The
Group has determined, based on an evaluation déthes and conditions of the arrangements, thatatins all
the significant risks and rewards of ownershiphafse properties and so accounts for the contraatperating
leases.

Interest Bearing Loans and Borrowings

All borrowings are initially recognized at cost,ithg the fair value of the consideration received aieissue
costs associated with the borrowing.

After initial recognition, borrowings are subseqilggmeasured at amortised cost using the effectiterest rate
method. Amortised cost is calculated by taking iabzount any issue costs, and any discount or pranoin
settlement.

Gains and losses are recognized in income statenfest the liabilities are derecognized, as wethasugh the
amortization process.

Accounts Payable
Liabilities for accounts payable are carried at gised cost using the effective interest rate megttho
Income Tax

Tax expense / (income) is the aggregate amounided in the determination of net income statementtfe
period in respect of current and deferred tax.

The Group is subject to income taxes in variousglictions. Where there are matters the final tatcome of

which is different from the amounts initially recded, such differences will impact the income tad eaferred
tax provisions in the period in which such detemtion is made.
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2.4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (co ntinued)
Current Tax

Current tax assets and liabilities for the currandl prior periods are measured at the amount esgbdotbe
recovered from or paid to the taxation authoritielse tax rates and tax laws used to compute theiahare
those that are enacted by the balance sheet date.

Current income tax relating to items recognize@datly in equity is recognized in equity and notlie income
statement.

Deferred Tax

Deferred income tax is provided, using the liapilibethod, on all temporary differences at the bedasheet
date between the tax bases of assets and liab#itid their carrying amounts. Deferred income ibilities are
recognized for all taxable temporary differences.

Deferred income tax assets are recognized foregluctible temporary differences, carry-forward ntised tax
assets and unused tax losses, to the extent thadritbable that taxable profit will be availablgainst which the
deductible temporary differences, carry-forwardinfised tax assets and unused tax losses canibed.til

The carrying amount of deferred income tax asseteviewed at each balance sheet date and redodée t
extent that, in the management’s judgment, it isomger probable that sufficient taxable profithiié available
to allow all or part of the deferred income taxedgs be utilized. Unrecognized deferred incomedssets are
reassessed at each balance sheet date and aneizeddg the extent it has become probable thatduiaxable
profit will allow the deferred tax asset to be reexed.

Deferred tax assets and liabilities are measurdideatax rates that are expected to apply to thiegevhen the
asset is realized or the liability is settled, lhse tax rates (and tax laws) that have been emhaate
substantively enacted at the balance sheet dates.

Deferred tax assets and deferred tax liabilitiesadfset, if a legally enforceable right existsstt off current tax
assets against current tax liabilities, and defetaxes relate to the same taxable entity and ahee gaxation
authority.

Revenue and Cost Recognition

Revenue is recognized to the extent that it is plotdthat the economic benefits will flow to theoGp and the
revenue can be reliably measured. Revenues aed stet of discounts, returns and value added taxes.
following specific recognition criteria must alse net before revenue is recognized:

(@  Construction Contract Activities

Contract revenue and costs are recognized as revand expenses, respectively, when the outcome of a
construction contract can be estimated reliablye Percentage of completion method is used to rézegn
revenue on a contract as work progresses by matcointract revenue with contract costs incurrectham the
proportion of work completed which is determinedthg ratio of actual costs incurred through to ¢ine of
each reporting period divided by the total estimdatentract costs of the project.
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2.4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (co ntinued)

Revenue arising from cost plus fee contracts iegrized on the basis of costs incurred plus a p&age of the
contract fee earned during the year.

Contracts to manage, supervise or coordinate thstieection activity of others are recognized owlyte extent
of the fee revenue.

Contract costs include all direct material and fadmsts and those indirect costs related to conpraddormance,
such as indirect labor, supplies, tools, repaird depreciation costs. Selling, general and admatise
expenses are charged to the income statement asddc Provisions for estimated losses on uncomglet
contracts are made in full, in the period in whitlch losses are determined. Changes in job perfaangob
conditions and estimated profitability, includirfese arising from contract penalty provisions andlfcontract
settlements may result in revisions to costs andrire and are recognized in the period in whichréivésions
are determined. Profit incentives are includeceivenues when their realization is reasonably adsure

Costs and estimated earnings in excess of billorgsincompleted contracts represent revenues rexaujin
excess of amounts billed. Billings in excess oft€@d estimated earnings on uncompleted contraptesent
billings in excess of revenues recognized.

(b)  Energy Activities

Revenues from the sale of electricity under longateontracts are recognized on the average chagge p
kilowatt-hour over the life of the contract. Botietinvestment item revenues and the fuel cost feranues
under the contract are levelised accordingly. Regerin excess of the average are recorded as etbi@venue
in the balance sheet and are recognized overféheflthe project.

(c) Saleof Goods

Revenue is recognized when significant risks ameards of ownership of the goods have been trarsido the
buyer.

(d) Rental Income

Rental income arising on investment propertiesctoanted for on a straight-line basis over theddgasms on
ongoing leases. Rental income collected in advanteated as deferred income and is amortised ranreahly
basis during the lease period.

(e)  Rendering of Services

Revenue is recognized by reference to the stageropletion.

()] Interest Income

Revenue is recognized as the interest accruessuridisctability is in doubt.

(g) Dividends

Revenue is recognized when the Group’s right teivecthe payment is established.
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2.4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (co ntinued)
Borrowing Costs

Interest costs on borrowings to finance the contin of shopping malls in Russia are capitalizedidy the
period of time that is required to complete andopre the asset for its intended use. All otherdwirgs costs
are recognized as an expense when incurred.

Earnings per Share

Basic earnings per share (EPS) disclosed in theatidated income statement are determined by digidiet
profit by the weighted average number of sharetstthae been outstanding during the related yeareroed.

In Turkey, companies can increase their shareaamjtmaking a pro rata distribution of shares (BoShares)
to existing shareholders without a considerationamounts resolved to be transferred to share alajpdm

retained earnings. For the purpose of the EPS ladilon, such bonus share distributions are regasdestock
dividends.

If the number of ordinary shares outstanding ineesaas a result of a capitalisation, bonus isssbane split, or
decreases as a result of a reverse share splitatbalation of basic earnings per share for aliqos presented
is adjusted retrospectively. If these changesmaftar the balance sheet date but before the dinhstatements
are authorised for issue, the per share calcuafanthose and any prior period financial statetm@nesented is
based on the new number of shares.

Offsetting

Financial assets and liabilities are offset andrtbeamount is reported in the consolidated balahest when
there is a legally enforceable right to set off theognized amounts and there is an intention titesen a net
basis, or realise the asset and settle the liglsilihultaneously.

3. SEGMENT INFORMATION

The Group’s operating businesses are organizedraméged separately according to the nature ofcgenand
products provided.

The segmental information of the Group is basedtvem formats. The first format represents informatio
regarding business segments: construction, reretdjl, energy and trading and manufacturing. Téeord
format represents information regarding four gepbieal segments for the period ended March 31, 20G8
March 31, 2007.

Transfer prices between business segments areusebroan arm’s length basis in a manner similar to

transactions with third parties. Segment revenegment expense and segment result include trariséngen
business segments. Those transfers are eliminathsolidation.
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3. SEGMENT INFORMATION (continued)

@)

Business Segments :

ss otherwise indicated. All other currencies are

March 31, 2008

Construction

Trade and

Contracts Rental Retail Manufacturing Energy Eliminations Consolidated

Revenues earned 667,656 50,844 169,755 114,141 639,185 - ns
Inter-segment revenues earned 34,568 - - 3,547 - (38,115) -
Cost of revenues (547,694) (13,639) (107,471) (97,134) (578,656) - (1,344,594)
Inter-segment cost of revenues (35,922) - - (2,305) (45) 38,272 -
Gross profit 118,608 37,205 62,284 18,249 60,484 157 396,9
Selling and administrative expense (14,254) (7,890) (57,337) (13,700) (3,296) - (96,477)
Other operating income and expense, net (4,770) 352 (3,652) 3,745 99 898 (3,328)
Profit from operations 99,584 29,667 1,295 8,294 57,287 1,055 127,18
Financial income and expense, net (1,310) 3,281 9,765 (6,365) (10,071) (1,139) 39)8
Income from associates - - - (1,108) 2,131 - 1,023
Profit from operations before taxes 98,274 32,948 11,060 821 49,347 (84) 192,366
Taxation charge
Current (37,394)
Deferred (31,003)
Net profit for the year 123,969
Assets and Liabilities
Segment assets 1,729,631 1,368,566 1,394,976 500,310 2,017,600 4,601) 6,896,482
Investment in associates and investments

available for sale 1,114 - - 2,046 8,882 - 12,042
Unallocated assets 1,331,780
Total assets 1,730,745 1,368,566 1,394,976 502,356 2,026,482 4,601) 8,240,304
Segment liabilities 1,709,385 125,065 510,208 417,450 1,789,565 (56,124 4,495,549
Unallocated liabilities - - - - - - 363,028
Total liabilities 1,709,385 125,065 510,208 417,450 1,789,565 (5,124 4,858,577
Other Segment Information
Capital expenditures

Property, plant and equipment 41,684 394 6,690 1,938 710 - 51,416

Intangible assets - - 52 5 5 - 62

Investment properties - - - - - - -
Total capital expenditures 41,684 394 6,742 1,943 715 - 51,478
Depreciation expense 16,369 1,140 9,239 1,409 13,310 - 41,467
Amortisation - 43 80 54 36 - 213
Fair value adjustments of investmer - - - - - - -
property and property, plant and equipment
Employee termination benefit 260 - - 183 - - 443
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3. SEGMENT INFORMATION (continued)

March 31070
Construction Trade and
Contracts Rental Retail Manufacturing Energy Eliminations Consolidated
Revenues earned 316,527 44,933 87,405 96,788 ,0519 - 1,064,680
Inter-segment revenues earned 33,173 - - 755 - (33,928) -
Cost of revenues (263,453) (9,008) (59,195) (78,371) (462,205) - (872,232)
Inter-segment cost of revenues (33,778) - - (76) ) (38 33,892 -
Gross profit 52,469 35,925 28,210 19,096 56,784 (36) 192,448
Selling and administrative expense (9,472) (10,566) (33,40 (10,506) (3,190) 36 (59,106)
Other operating income and expense, net 1,793 (507) 7) 8 4,485 400 (701) 5,383
Profit from operations 44,790 24,852 2,715 13,075 3,9% (701) 138,725
Financial income and expense, net 1,053 (41) (1,294) 1,40%7) (16,372) 1,755 (16,300)
(Loss)/income from associates - - - 61 497 - 558
Profit from operations before taxes 45,843 24,811 21,4 11,735 38,119 1,054 122,983
Taxation charge
Current (19,737)
Deferred 2,546
Net profit for the year 105,792
December 31, 2007

Assets and Liabilities
Segment assets 1,569,410 1,320,076 1,369,493 420,523 1,845,511 (119,762) 6,405,251
Investment in associates and investments

available for sale 1,534 - - 3,342 6,751 - 11,627
Unallocated assets 1,449,039
Total assets 1,570,944 1,320,076 1,369,493 423,865 52,262 (119,762) 7,865,917
Segment liabilities 1,628,840 140,818 557,723 359,974 4845 (82,429) 4,300,350
Unallocated liabilities - - - - - - 347,174
Total liabilities 1,628,840 140,818 557,723 359,974 1,695,42 (82,429) 4,647,524

March 31, 2007

Other Segment Information
Capital expenditures

Property, plant and equipment 49,165 25,953 1,218 ,3491 101 - 77,786

Intangible assets 49 28 - 94 - 171

Investment properties - - 1,144 - - - 1,144
Total capital expenditures 49,214 25,981 2,362 1,443 101 - 79,101
Depreciation expense 10,403 999 3,224 955 13,198 - 7728,
Amortisation 108 74 5 23 36 - 246
Fair value adjustments of investmel
property and property, plant and
equipment - - - - - - -
Employee termination benefit 488 - - 214 - - 702
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3. SEGMENT INFORMATION (continued)

ss otherwise indicated. All other currencies are

(b)  Geographical Segments:
Russian Federation
Kazakhstan,
Tajikistan North Africa
Turkey and Ukraine Europe and Other Eliminations Consolidated
OTHER INFORMATION
March 31, 2008
Net sales 798,08¢ 746,930 82,412 14,155 - 1,641,581
Inter-segment sales 31,99 1,502 4,618 - (38,114) -
Segment assets 2,858,294 3,765,940 291,05¢ 95,790 (114,601) 6,896,482
Capital expenditures 10,468 21,383 16,315 3,312 - 51,478
Russian Federation
Kazakhstan,
Tajikistan and North Africa
Turkey Ukraine Europe and Other Eliminations Consolidated
OTHER INFORMATION
December 31, 2007
Net sales 2,843,302 2,163,720 218,924 56,826 2528
Inter-segment sales 94,902 88,152 4,543 - (187,597) -
Segment assets 2,586,492 3,530,100 316,167 92,254 119,762) 6,405,251
Capital expenditures 58,413 239,824 53,382 14,738 366,357
Russian Federation
Kazakhstan,
Tajikistan North Africa
Turkey and Ukraine Europe and Other Eliminations Consolidated
OTHER INFORMATION
March 31, 2007
Net sales 661,546 363,377 3@z, 12,455 - 1,064,680
Inter-segment sales 13,351 .5 - - (33,929) -
Segment assets 2,362,399 2,011,016 145,734 82,510 (106,946) 4,494,713
Capital expenditures 4,687 59,617 13,910 887 - 79,101

4. CASH AND CASH EQUIVALENTS

March 31, 2008 December 31, 2007

Cash on hand 4,299 4,126
Cash in bank-Demand deposits 311,684 310,820
Cash in bank-Time deposits 562,756 730,966
Other 3,932 13,000
Total 882,671 1,058,912
Less: time deposits with maturity over three monthgch are blocked

in bank accounts as collateral (221,190) (260,432)
Cash and cash equivalents at consolidated cashsfit@ment 661,481 798,480
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4. CASH AND CASH EQUIVALENTS (continued)

Interest rates of bank deposits are as follows:

March 31, 2008 December 31, 2007
Time deposits with maturities less than three mont
Variable interest rate
U.S. Dollars Libor+%2.25-Libor+%3.55 Libor + 3.55%
Fixed interest rate
U.S. Dollars %2.15-%4.00 2.25%-5.40%
Russian Ruble %3.75-%5.50 0.75%-6.25%
Euro %3.50-%5.10 3.50%-5.40%
British Pound 9%5.17 6.35%
Swiss Franc %72.18 2.15%-2.55%
YTL 912.00-%16.80 12.00%-17.50%
Japanese Yen %0.35-%0.55 0.30%-0.45%
Time deposits with maturities over three months
U.S. Dollars - Variable interest rate Libor+%2.25-Libor+%3.55  Libor + (2.25%-3.55%)
Russian Ruble - Fixed interest rate - 3.50%-4.25%
Euro - Fixed interest rate - 5.05%-5.10%

As of March 31, 2008, time deposit with maturityeothree months has the maximum maturity of July281.2
(December 31, 2007 - July 31, 2012). Amongst timpodits, U.S. Dollars 221,190 (December 31, 2007S-
Dollars 247,857) of time deposit with maturity overee months and U.S. Dollars 26,667 (Decembe2@Q7 —
U.S. Dollars 5,714) of time deposit with maturigs$ than three months are blocked as collaterahsighe
bank borrowings obtained for subsidiaries.

5. INVESTMENTS AVAILABLE FOR SALE

The breakdown of current investments availables&e is as follows:

March 31, 2008 December 31, 2007
Effective Interest Effective Interest
Rate Amount Rate Amount
Private sector bonds
(international markets) 2.75%-6.02% 51,832 2.75%-6.02% 64,746
Foreign government bonds
(international markets) 3.88%-4.53% 130,440 3.88%-4.53% 17,109
Turkish Government Bonds
(domestic market) 15.89%-17.88% 60,693 15.89%-17.36% 65,749
Equity securities -
(international markets) - 41,389 - 42,484
(domestic market) - 8,120 - 8,374
Mutual Funds
(international markets) - 49,878 - 52,161
(domestic market) - - - 199
342,352 250,822

(33)



Enka ingaat ve Sanayi Anonim Sirketi and Its Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
March 31, 2008

(Amounts expressed in thousands of U.S. Dollars unle ss otherwise indicated. All other currencies are
also expressed in thousands.)

5. INVESTMENTS AVAILABLE FOR SALE (continued)

Maximum maturities of the investments availabledale are as follows:

March 31, 2008 December 31, 2007

Private Sector Bonds (international markets) March 10, 2015 March 10, 2015
Foreign Government Bonds (international markets) April 25, 2019 April 25, 2019
Turkish Government Bonds (domestic market) September 26, 2012 February 28, 2010

For the period ended March 31, 2008, the net iseréa the fair values of the investments availdbtesale
amounting to U.S. Dollars 2,939 has been include®ther Reserves” in equity. Furthermore, U.S.|8xsl 279
has been removed from equity and included undendifgial Income” as a result of the sale of a portd
investments available for sale.

The breakdown of non-current investments avail&sale is as follows:

March 31, 2008 December 31, 2007
Percentage of Percentage of
Ownership Amount Ownership Amount
Yap! ve Kredi Bankasi A. (YKB) - listed less than 1 583 less than 1 1,030
Bursa Serbest Bélge Kurucu geticisi A.S. — unlisted 1.00 150 1.00 150
Turk Sinai Kalkinma Bankas! (TSKB) — listed less than 1 147 less than 1 208
Sinai Mali Yatirim Holding — unlisted less than 1 82 less than 1 82
Others — unlisted 100 100
1,062 1,570

Non-current Investments Available for Sale:

As of March 31, 2008 and December 31, 2007, fdirevaf TSKB and YKB, whose shares are traded at é3&
determined by reference to ISE quoted market hicbprat the close of business at balance sheet date

The investments in the remaining companies ardechat cost since their fair value could not be soead
reliably. Those investments do not have quoted atgokices and other methods of reasonably estigndiin
value are inappropriate and unworkable.

6. TRADE AND OTHER ACCOUNTS RECEIVABLES

The breakdown of short-term trade and other rebégas as follows:

March 31, 2008 December 31, 2007

Trade receivables, net 597,879 397,921
Notes and cheques receivables 110,305 101,732
Contract receivables 346,631 227,368
Retention receivables 21,826 25,172
Other receivables 8,201 7,172
1,084,842 759,365
Less : Allowance for doubtful receivables (22,715) (24,721)
1,062,127 734,644
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6. TRADE AND OTHER RECEIVABLES (continued)

Trade receivables which are withheld by the custsroatil the contracts are completed or, in ceriagtances
for even longer periods, are classified as retanéaeivables.

Contract receivables have varying collection pegiddpending on contract terms and are general30otiays
terms.

Movement of allowance for doubtful receivabless<allows:

March 31, 2008 December 31, 2007

Balance at beginning of year 24,721 19,286
Additional provision 153 8,750
Change in the scope of the consolidation - 1,510 (*)
Foreign currency translation effect (1,586) 1,604
Write-offs (573) (6,315)
Reversal of provision - (114)
Balance at the end of year 22,715 24,721

(*)  The change occurred from the purchase of 50%hafes of Enka TC in 2007.

As of December 31, 2007 and 2006, the analysisaofetreceivables that were past due but not impadras
follows:

Neither past due

nor impaired Past due but not impaired
30-60 60-90 90-120 >120
<30days days days days days Total
March 31, 2008 812,314 204,462 4,231 4,206 1,621 ,28% 1,062,127
December 31, 2007 665,676 27,762 8,558 3,213 4,4824,951 734,644

The breakdown of long-term trade and other recédsais as follows:

March 31, 2008 December 31, 2007

Accrued receivables from Iraq 115,116 115,116
Notes and cheques receivables 33,549 27,521
Trade receivables 30 1,829
Allowance for accrued receivables for Iraq losses (53,093) (53,093)

Money received from UNCC for the repayment of bankrowings
(Note 17) (30,160) (30,160)
Money received from UNCC by Eximbank (Note 17) (31,863) (31,863)
33,579 29,350

The collection terms of the long-term trade reckiga could extend up to the year of 2011 dependpan the

agreement.
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6. TRADE AND OTHER RECEIVABLES (continued)

As of March 31, 2008, total collaterals and lettéiguarantees obtained to secure certain accoanesvable
amounted to U.S. Dollars 18,591 (December 31, 20075. Dollars 19,928). Furthermore, mortgagesivece
from the customers amounted to U.S. Dollars 12(BRfsember 31, 2007 - U.S. Dollars 12,631).

Accrued receivables for Iraq losses

The Group's operations in Iraq ceased since Augu4©90, due to invasion of Iraqgi forces to Kuwdihe
Turkish Government provided long-term loan fa@litithrough Turkish Eximbank (Eximbank) to companies
which suffered losses resulting from the invasidocordingly, loans due to various banks aggregating.S.
Dollars 80,699 and Deutsche Marks 4,382 (Euro 2,24dre transferred to Eximbank and, additionallythw
respect to certain other bank loans amounting & Dollars 30,160, Eximbank provided letters ofrguéee for
the same amount to the related banks.

The Group had accrued for Iraq receivables inatssolidated financial statements at an amount 8f Dbllars
115,116 on a conservative basis keeping the totaluat at the level of cash facilities provided hxirgbank.

As a result of the claim amounting to U.S. Doll&#64,301 filed to the United Nations Compensation
Commission (UNCC) to compensate for its losses@rmip was entitled to receive compensation aatheunt

of U.S. Dollars 62,023 that was received by Exinkbakccordingly, Eximbank closed the loans amountiog
U.S. Dollars 30,160 secured by itself using thegfarred amounts. The remaining amount of the cosgten
received is still kept in Eximbank against the baokrowings provided to the Group.

As of March 31, 2008, the money received by Exinkharfter the closing down of the above mentionexlised
loans, at an amount U.S. Dollars 31,863 (Decemter2807 - U.S. Dollars 31,863) was netted off frira
receivable balance as well as the long term bamiotvngs in the consolidated balance sheet. Alse,Group
provided full provision for the receivable amourttieh was not compensated by UNCC at the amount.8f U
Dollars 53,093. The provision for Iraq losses wesoanted for at U.S. Dollars 20,293 U.S. Dollar005, U.S.
Dollars 15,848, U.S. Dollars 1,952 in the incomatesnents of the years 2002, 2001, 2000 and befad8, 2
respectively.

7. INVENTORIES

March 31, 2008 December 31, 2007

Raw materials and spare parts 83,989 79,537
Work in progress 4,503 8,984
Finished goods 47,118 21,895
Merchandise and goods for resale (machinery aretsjth 151,331 123,300
Construction materials 11,099 9,231
Goods in transit and advances for inventory purebas 47,297 34,607

345,337 277,554
Less: Allowance for slow moving inventory and redlizable value (*) (2,708) (4,401)

342,629 273,153

(*)  Asof March 31, 2008 and December 31, 2007teadown of finished goods and merchandise and good
for resale is recognized as an expense in costles.s

As of March 31, 2008, U.S. Dollars 34,741 (Decenib®r 2007 - U.S. Dollars 45,464) of the inventordes
pledged as security for the IFC loan.
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8. OTHER CURRENT AND NON-CURRENT ASSETS

The breakdown of other current assets is as follows

March 31, 2008 December 31, 2007

Advances given 130,279 69,721
V.A.T. receivables 57,456 87,644
Deferred and other VAT 13,944 11,068
Prepaid expenses 8,171 9,505
Prepaid tax 5,059 14,313
Job advances 5,056 3,483
Derivative assets (*) 3,585 3,287
Due from personnel 1,176 1,092
Income accruals 1,593 428
Miscellaneous 6,473 4,353

232,792 204,894

* As of March 31, 2008 the derivative assetshd Group includes the foreign currency forwardcpase and sale
contracts amounting to U.S. Dollars 3,585 (Decengiker 2007 — U.S. Dollars 3,287) which is classifiguder
“Other Current Assets” as stated above. Derivaiafgillty amounting to U.S. Dollars 17,117 (DecemBér 2007 —
U.S. Dollars 11,162) is included in “Company’s Shiaréurrent Liabilities of Joint Ventures” and dexfive asset
amounting to U.S. Dollars 1,386 is included in “Canp's Share in Current Assets of Joint Ventures”
Furthermore, the Company has a derivative liabdityJ.S. Dollars 1,246 resulting from foreign curcgrforward
contracts as of March 31, 2008. These contractsedflexted in the consolidated financial statemestslisclosed in
Note 28.

The breakdown of other non-current assets is &ssl

March 31, 2008 December 31, 2007

Prepayment for land leases 33,460 32,280
Prepaid expense 13,418 12,054
Restricted cash (*) 9,651 11,070
Derivative assets (**) 691 691
Miscellaneous 1,852 3,267

59,072 59,362

* The balance is related with cash held by theupras blocked deposit in banks for maintenanceqses for the
Steam turbines of the Power Companies.

(**) In 2002 the Company entered into Libor intdreap transactions to hedge itself from the casw flisk of certain
bank borrowings with floating interest rates. Sua@mivative instruments are reflected with their feklue of U.S.
Dollars 691 (December 31, 2007 - U.S. Dollars 82ider “Other Non-Current Assets” as stated aboveatAsarch
31, 2008, effect of net change (net of deferred tathe fair values of derivatives amounting td&SUDollars 284
(December 31, 2007 — U.S. Dollars 1,032) are riftbin the “Other Reserves” under equity. The amdgfiore
deferred taxation is U.S. Dollars 356 (December2®07 — U.S. Dollars 1,290). Due dates of deriwatnstruments
stated above are December 31, 2012 and April 38,2@spectively.

9. ASSET HELD FOR SALE

Asset held for sale consists of the trade goodshimary, equipment and building that are plannedesold by
Enka TC. In accordance with the declaration of@lmenpany on September 14, 2007, Enka Holding BVesign
an agreement on December 15, 2007 with Auchan Gamgunting to Euro 181,000 in order to sell AMOS BV
(the consolidated subsidiary) that owns one shegsd rights of thirteen hypermarkets and relatechmary
and equipment to Meelakker BV a subsidiary of Aucl@&oup. As disclosed in Note 31, sale of AMOS BV
shares to Meelakker BV has been finalized on Apr2008.
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10. INTEREST IN JOINT VENTURES

The Group's share in the assets and liabilitigh@foint ventures using the proportionate consaiich method
is as follows:

Balance Sheet March 31, 2008 December 31, 2007
Cash and cash equivalents 118,972 136,363
Accounts receivable 135,949 163,669
Other current assets 22,617 16,752
Costs and estimated earnings in excess of billimggncompleted

contracts 23,026 13,840
Company’s Share in Joint Venture's Current Assets 300,564 330,624

Investment properties - -
Other non-current assets - -

Company'’s Share in Joint Venture's Non-Current Assés - -

Cost 185,944 160,580
Accumulated depreciation (72,375) (65,305)
Company’s Share in Joint Venture's Property Plant ad

Equipment 113,569 95,275
Accounts payable 42,315 43,386
Other current liabilities and accrued expenses 141,551 154,911
Taxation on income 3,430 13,334
Billings in excess of costs and estimated earnamgencompleted

contracts 115,085 85,619
Company’s Share in Joint Venture's Current Liabilities 302,381 297,250
Advances payable 60,829 60,830
Deferred tax liabilities (2,133) (2,414)
Company’s Share in Joint Venture's Non-Current Liahilities 58,696 58,416

The Group's share in the profit/loss of the joiahtures using the proportionate consolidation neethoa line
by line basis is as follows:

March 31, 2008 March 31, 2007

Revenues 158,23 154,411
Cost of revenues (111,743) (115,470)
Selling and administrative expense 27) (25,626)
Other operating income and (expense) 1,034 542
Financial income and (expense) (1,185) (8,607)
Taxation charge (8,673) (2,699)
Net profit 37,643 2,551
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11. COSTS AND BILLINGS ON UNCOMPLETED CONTRACTS

March 31, 2008 December 31, 2007

Costs incurred on uncompleted contracts 1,791,181 1,428,493
Estimated earnings 271,065 216,272
2,062,246 1,644,765
Less: Billings to date (1,845,879) (1,468,126)
216,367 176,639

The net balance is included in the consolidatedrza sheets under the following captions:

March 31, 2008 December 31, 2007

Costs and estimated earnings in excess of billimgs

uncompleted contracts 265,570 249,475

Billings in excess of costs and estimated earnimgs
uncompleted contracts (49,203) (72,836)
216,367 176,639

As of March 31, 2008, the amount of advances reckiand retention receivables are U.S Dollars 8%0,02
(December 31, 2007 — U.S. Dollars 834,219) and Ddars 21,826 (December 31, 2007 — U.S Dollars
25,172), respectively.
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12.  INVESTMENTS IN ASSOCIATES

ss otherwise indicated. All other currencies are

March 31, 2008

December 31, 2007

Effective
Ownership

Effective
Ownership

Percentage (%) Amount Percentage (%) Amount
accounted for using the equity method
Azen Ol 37.75 8,882 37.75 6,751
Gedore-Alta 38.59 763 38.59 1,839
Gretsch-Unitas 36.00 1,335 36.00 1,467
Total 10,980 10,057

The following table illustrates summarized finahdadormation of the Group’s investments in asstesa

GRETSCH-UNITAS

AZEN OIL

GEDORE-ALTA S
March 31, 2008 December 31, 2007 March 31, 2008

December 31, 2007 March 31, 2008 December 31, 2007

Total assets 28,563 31,245 39,174 38,800 33,702 28,793
Total liabilities 26,586 26,480 37,324 34,724 15,938 15,291
GEDORE-ALTA S GRETSCH-UNITAS AZEN OIL

March 31, 2008 March 31, 2007 March 31, 2008 March 31, 2007 March 31, 2008 March 31, 2007

15,150
(1,993)

13,571
(336)

10,625 5,505
4,059 469

Revenue
Net profit/(loss)

7,947 7,272
(2,528) 376

13. BUSINESS COMBINATION

The Group purchased 50% of the shares in Enka di@&érly Ramenka), a joint venture followed up orelby
line basis, from Migros with the agreement dategt&aber 11, 2007. Total value of Ramenka has been
determined as U.S. Dollars 1,365,000 based on wana@luation techniques subject to negotiationgerAf
deducting the financial indebtedness of U.S. Dsl280,000 total value of the remaining 50% shafesnda
TC was calculated as U.S. Dollars 542,500, outhitivU.S. Dollars 25,000 was paid on the agreerdat# at
September 11, 2007 and U.S. Dollars 362,250 wasd paithe closing date and the remaining U.S. Dsllar
155,250 will be paid on June 11, 2008, which isjetibto adjustment following the final determinatiof the
closing net financial indebtedness and the workiagital adjustment amount calculated over the fifs@n
statements as of October 31, 2007, as stated imgite=ment. In the light of such indicators, thieeaf 50% of
shares of Enka TC, is calculated as U.S. Dollaks @17 between the parties as of December 31, 2060 Thee
goodwill calculations were based on this amounte Témaining payable amount of U.S. Dollars 127,897
included in trade payables account and will be fidune 11, 2008. The Group has granted an irebdlec
letter of guarantee amounting to U.S. Dollars 127 ,8ue dated June 30, 2008 to Migros.
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13. BUSINESS COMBINATION (continued)

Such business combination has been initially aciesbby the Group on a provisional basis in accardamith
the IFRS 3 “Business Combinations”. The Group wilinplete the final purchase price allocation wittiie
twelve months period following the acquisition datel will make adjustments to it, if deemed as ssaey.

Provisional fair market values of the assets aadillties at acquisition date and total purchasesieration are
as follows:

Cash and cash equivalents 6,991
Trade and other accounts receivable 8,839
Inventories 19,449
Other current assets 20,470
Property, plant and equipment and intangible assets 441,138
Investment properties 201,733
Other non-current assets 2,500
Current portion of long-term borrowings (57,026)
Trade and other payables (56,937)
Other current liabilities and accrued expenses (24,289)
Long-term borrowings (141,051)
Deferred tax liability (80,602)
Fair value of net assets acquired 341,215
Positive goodwill — Note 21 173,432
Total purchase consideration 514,647

The cash outflow on acquisition is as follows:

Net cash acquired 6,991

Cash that will be paid (127,397)
Cash paid (387,250)
Net cash outflow at the end of the transaction (507,656)
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14. PROPERTY, PLANT AND EQUIPMENT

ess otherwise indicated. All other currencies are a

Iso expressed in thousands.)

Land and Land Buildings and Barracks Machinery and Motor Furniture and Scaffolding and Construction in

Improvements Equipment Vehicles Fixtures Formworks Aircraft (*) Others Progress Total
COST
At January 1, 2008 110,663 1,030,708 1,962,502 21,831 86,414 27,823 4204, 11,641 33,525 3,289,527
Currency translation differences (2,036) 37,331 ,512) (104) 1,021 26 - 11 956 34,634
Additions 2,560 439 10,970 1,789 2,016 3,582 - 1,026 7,016 ,39%9
Disposals - (214) (5,188) (676) (288) (784) - (725) (4,369) 12,044)
Transfers from construction in progress 24 (17,231) 108 - - - - - 17,099 -
Other transfers - (4,724) - - - - - - (19,843) (24,567)
At March 31, 2008 111,211 1,046,309 1,965,821 22,840 89,163 30,647 4204, 11,953 34,384 3,316,748
ACCUMULATED DEPRECIATION
At January 1, 2008 12,742 9,276 424,397 10,363 56,130 8,798 1,769 16,75 - 530,226
Currency translation difference (111) 359 (3,770) 143) 380 6 - (65) - (3,344)
Charge for the year 556 5,962 22,596 721 3,726 2,337 74 606 - 36,578
Disposals - (29) (547) (183) (71) (25) - - - (855)
At March 31, 2008 13,187 15,568 442,676 10,758 60,165 11,116 1,843 2927, 0 562,605
NBV at January 1, 2008 97,921 1,021,432 1,538,105 1,468 30,284 19,025 2,651 4,890 33,525 2,759,301
NBV at March 31, 2008 98,024 1,030,741 1,523,145 0B2, 28,998 19,531 2,577 4,661 34,384 2,754,143
*) The amount consists of the aircrafts used Hyssliary of the Company, Air Enka.
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14. PROPERTY, PLANT AND EQUIPMENT (continued)

ess otherwise indicated. All other currencies are a

Iso expressed in thousands.)

Land and Land  Buildings and Machinery and Motor Furniture and  Scaffolding and Aircraft Construction in

Improvements Barracks Equipment Vehicles Fixtures Formworks **) Others Progress Total
COST
At January 1, 2007 56,449 409,790 1,893,456 13,179 59,556 10,878 4,420 8,939 156,562 2,613,229
Currency translation differences 543 28,497 14,546 541 3,150 - - 135 2,155 49,567
Scope change (***) 1,463 397,424 36,777 - 21,740 - - - 41,861 499,265
Revaluation (**) 36,581 203,961 - - - - - - - 240,542
Additions 12,000 42,709 59,653 10,530 4,986 17,407 - 5,430 3,887 296,562
Disposals (54) (1,189) (19,463) (2,175) (5,321) (462) - (118) (17,965) (46,747)
Netting - (58,643) - - - - - - - (58,643)
Transfers from construction in progress 3,681 58,33 4,843 (244) 2,303 - - (2,745) (64,171) -
Other transfers - (29,357) - - - - - - (228,764) (258,121) (****)
Assets held for sale (*****) - (18,817) (27,310) - - - - - (46,127)
At December 31, 2007 110,663 1,030,708 1,962,502 ,821 86,414 27,823 4,420 11,641 33,525 3,289,527
ACCUMULATED DEPRECIATION
At January 1, 2007 10,548 36,955 337,717 7,256 34,056 3,654 1,474 05,93 - 437,590
Currency translation difference 68 1,384 11,559 394 1,718 - - 776 - 15,899
Scope change (***) - 15,268 19,410 - 11,377 - - - - 46,055
Charge for the year 2,126 13,405 79,091 3,444 8,832 5,169 295 2,163 - 14,55
Disposals - (151) (7,107) (684) (2,055) (25) - (25) - (10,p47
Other transfers - 1,058 (1,120) 47) 2,202 - - (2,093) - -
Netting - (58,643) - - - - - - (58,643)
Assets held for sale (*****) - - (15,153) - - - - - - (15,153)
At December 31, 2007 12,742 9,276 424,397 10,363 156 8,798 1,769 6,751 - 530,226
NBV at January 1, 2007 45,901 372,835 1,555,739 39 25,500 7,224 2,946 3,009 156,562 2,175,639
NBV at December 31, 2007 97,921 1,021,432 1,538,105 11,468 30,284 19,025 2,651 4,890 33,525 2,759,301
*) The amount consists of the aircrafts used Hysgliary of the Company, Air Enka.

**) Land and buildings of Enka Pazarlama, P§m@imtas, hotel building of MKH, various real estate of BnKC, buildings of Enkédnsaat are revalued by independent qualified valusrsfddecember 31, 2007. The land and buildings of
Enka Pazarlama, land and buildings of Rim@imtas and Enkainsaat, hotel building of MKH, various real estateErfka TC and the factory of Pigian Russia have been revalued by Turyap GayrimebBlagerleme A.S., Arti
Gayrimenkul Degerleme A.S., Dtz Holdings PLC Rudsianch and K.O.M.L.T. Invest respectively. Revéituas are made on the basis of market value. Ratiatudifferences arising from difference betweeolbvalue and fair value
are netted of with the related deferred tax andsified as revaluation surplus and included undeitg.

(***) The change occurred from the purchase of 5ares of Enka TC in 2007.

(****)  Consists of transfers to investment propeggd transfers to other non-current assets inrtieuat of U.S. Dollars 245,532 and U.S. Dollars 82,Bespectively.

(*****) Consists of machinery, equipment and buihdj that are planned to be sold by Enka TC.
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14. PROPERTY, PLANT AND EQUIPMENT (continued)
Revalued buildings

If the buildings were measured using the cost mdtelcarrying amounts would be as follows:

March 31, 2008 December 31, 2007

Cost 731,423 731,423
Accumulated depreciation (178,787) (178,787)
Net book value 552,636 552,636

Market Valuations

The revaluation surplus is included within equigtted off with the related deferred tax and detém effects
at a total amount of U.S. Dollars 276,375 (Decendier2007 - U.S. Dollars 271,341). Such revaluasiorplus
is not available for distribution.

Construction in Progress

As of March 31, 2008 and December 31, 2007, cocistmu in progress account mainly represents ais/iof
subsidiaries in Moscow. Upon completion, these tractons in progress will be transferred mainly to
investment property.

Pledge on Property Plant and Equipment
Under the terms of the loan agreement signed byaER& and Power Companies, the property, plant and

equipment of those companies are pledged for dgaftrithe amount of U.S. Dollars 3,327,612 (Decaniie
2007- 3,397,113) .
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15. INTANGIBLE ASSETS

Land Lease
Rights Others Total

At January 1, 2008, net of accumulated amortization - 2,981 2,981
Exchange and remeasurement adjustment - 77 77
Additions - 50 50
Amortisation charge for the year - (213) (213)
At March 31, 2008, net of accumulated amortization - 2,895 2,895
At January 1, 2007, net of accumulated amortization 15,052 2,674 17,726
Exchange and remeasurement adjustment 21 202 223
Change in the scope of the consolidation (*) (15)07 146 (14,929)
Additions 2 791 793
Amortisation charge for the year - (832) (832)
At December 31, 2007, net of accumulated amortizatn - 2,981 2,981
At March 31, 2008
Cost - 6,696 6,696
Accumulated amortization - (3,801) (3,801)
Net carrying amount - 2,895 2,895
At December 31, 2007
Cost - 6,563 6,563
Accumulated amortization - (3,582) (3,582)
Net carrying amount - 2,981 2,981

(*) Comprised from the land lease rights transféro investment properties.

The intangible assets of the Group at the amoubt 8f Dollars 503 (December 31, 2007 - U.S. Dol&08) are
pledged as security for IFC loan.
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16. INVESTMENT PROPERTIES

The movement of investment properties is as follows

March 31, 2008 December 31, 2007

Opening balance as at January 1 1,394,309 833,568
Exchange and remeasurement adjustment 38,338 41,353
Transfers from property, plant and equipment antstaction

in progress 24,567 245,532
Addition 2,662 36,910
Change in consolidation scope (*) - 187,826
Disposals - (4,593)
Change in fair value, net - 53,713
Closing balance as at March 31 /December 31 1,459,876 1,394,309

(*)  The change occurred from the purchase of 50&teshof Enka TC in 2007.
Investment properties include mainly real estatperties in Russia and Turkey which are leasedrtarits.

The investment properties owned by MKH, locatedcémtral Moscow, Russia on land are leased from the
Moscow City Authorities under a 49 year operatiegse which is renewable at the option of MKH. The
property was last valued on December 31, 2007iatrfarket value by an independent professionallglifjad
valuers and the fair value has been set as 7i8rbRR equivalent to U.S. Dollars 336,695 (Decenir2007

— 7.9 billion RR equivalent to U.S. Dollars 322,559

Bank borrowings of MKH are secured by investmemperty with a value of U.S. Dollars 50,000 (Decembe
31, 2007 - U.S. Dollars 50,000).

The fair market values of the investments in legeegerties of Mosenka amounting at a total oft8liion RR
equivalent to U.S. Dollars 152,947 (December 310728 3.6 billion RR equivalent to U.S. Dollars 1385)
have been determined based on valuations perfobyeiddependent professionally qualified valuerstba
basis of market value, supported by market evidencaccordance with International Valuation Stadda

Part of the premises owned by Enka TC and leaséshtmts on a continuing basis are treated asvastiment
property. The fair market value of investment prtips as of December 31, 2007 based on an independe
appraiser’s report is 10 billion RR equivalent toSUDollars 449,816 (December 31, 2007 — 10 billRiR
equivalent to U.S. Dollars 407,395). It was evaddatuusing a combination of income, market and cost
approaches. As comparable sales of property, plashtequipment are infrequent, the valuation is sttpg by
market evidence to the extent that market rentakravere used in the income approach. The valuatamalso
based on other factors such as proposed transaatiorthe market. The investment property of EnkaigC
shown as a security for the IFC loan.
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16. INVESTMENT PROPERTIES (continued)

The fair market values of the investment propertiesRussia at a total amount of U.S. Dollars 508,00
(December 31, 2007 - U.S. Dollars 505,000) whichwsed as business centers and residential pragertell

as the fair market values of the investment pragerin Turkey at a total amount of U.S. Dollars 762,
(December 31, 2007 - U.S. Dollars 12,830) ownedthsy Group are determined based on the valuations
performed by independent professionally qualifieduers on the basis of the calculations, consitersitand
other information obtained in the course of maretearch. Fair values of such investment propedies
periodically reviewed by the Group through the m¢jpbd independent valuers.

17. BORROWINGS

March 31, 2008

U.S. Dollar
Interest Rate Original Currency Equivalent
Short-term
Short-term bank borrowings %4.56-%5.00 EUR 3,682 5,813
%1.30-%4.88 USD 3,497 3,497
%15.00-%16.90 YTL 15,472 12,121
%1.93 JPY 649,037 6,488
Total short-term borrowings 27,919
Long-term
Eximbank loans Libor+%0.10-%4.26  USD 431,427 431,427
OPIC loan %7.54-%7.90 USD 174,576 174,576
OND loan Libor +%0.70  USD 46,510 46,510
Hermes loan Libor+%0.625 USD 57,847 57,847
IFC Loan Libor+(%2.10 - %5.83) USD 74,821 74,821
ABN Amro loan Libor+(%2.50 -% 3.80) USD 252,824 252,824
Hermes loan %5.70 -% 6.00 EUR 70,349 111,074
Other long-term bank borrowings Libor+(%1.00-%2.75) USD 134,795 134,795
Euribor+%1.20-%6.00 EUR 50,041 79,012
%3.30-%5.90 JPY 9,582,757 95,799
Iraq related Eximbank loans usbD 80,699 80,699
EUR 2,241 3,538
Obligations under finance leases Libor +% 1.9 USD 2,295 2,295
%3 RBL 1,557,316 66,225
%4.00-%4.50 EUR 965 1,523
1,612,965
Less: Current portion of long-term bank (453,608)
borrowings and financial lease obligations
Less: Money received from UNCC (31,863)
by Eximbank (Note 6)
Total long-term borrowings 1,127,494
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17. BORROWINGS (continued)

ss otherwise indicated. All other currencies are

December 31, 2007

U.S. Dollar
Interest Rate Original Currency Equivalent
Short-term
Short-term bank borrowings 4.90%-5.15% EUR 6,784 969,
1.30%-8.30% uUsD 11,346 11,346
15.00%-16.60% YTL 31,561 27,098
Total short-term borrowings 48,405
Long-term
Eximbank loans Libor +0.10%-4.26% usD 423,490 496,4
OPIC loan 7.54%-7.90% USsD 171,151 171,151
OND loan Libor +0.70% usD 45,608 45,608
Hermes loan Libor +0.625% usD 56,744 56,744
IFC Loan Libor + (2.10% - 5.83%) UsD 75,802 75,802
ABN Amro loan Libor + (2.50 % - 3.80%) uUsD 260,153 602153
Hermes loan 4.56%-5.99% EUR 51,730 75,958
Other long-term bank borrowings Libor+ (1.15%-5.98%  USD 164,132 164,132
Euribor+1.20%-5.99% EUR 59,526 87,406
2.00%-5.58% JPY 8,229,178 72,626
Iraq related Eximbank loans uUsD 80,699 80,699
EUR 2,241 3,291
Obligations under finance leases Libor + 1.90% USD 2,393 2,393
3.00% RR 1,577,166 64,253
4.00%-4.50% EUR 1,248 1,831
1,585,537
Less: Current portion of long-term bank
borrowings and financial lease obligations (384,803)
Less: Money received from UNCC
by Eximbank (Note 6) (31,863)
Total long-term borrowings 1,168,871
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17. BORROWINGS (continued)
IFC Loan

Enka TC signed six loan agreements with IFC whioh atilised for the construction and development of
hyperstores and supermarkets in Moscow. Loan agretsntontain covenants on adequacy of free cash flo
liquidity and gearing ratios. As of March 31, 2088 Company complied with all covenants. In 20Bika TC
violated certain covenants of the IFC loan andiabtha waiver from IFC that in spite of violation trigger for
earlier repayment will be made by the bank. Underterms of the loan agreement, the loans are et dayr the
entire amount of the Enka TC's assets. In additiea,shares of the Group in Enka TC have been ptktgsed
on the amendment of IFC loan agreement conditiath$FC loans are repayable in equal installmentsrg six
months and libor is fixed every six months.

Iraq Related Eximbank Loans

Iraq related loans are secured by Eximbank. Iragness billings amounting to U.S. Dollars 55,238asury
bills amounting to U.S. Dollars 1,611, machineryl aguipment amounting to U.S. Dollars 101,587 therte
left at Iraq jobsites, were assigned to Eximban fésther explained in Note, & portion of the money received
from UNCC at an amount of U.S. Dollars 31,863 (Deber 31, 2007 - U.S. Dollars 31,863) is kept by
Eximbank for the loans provided. Such amounts atéed of from the above-mentioned borrowing balance
There is not any repayment plan between the CompadyEximbank for the remaining balance and theu@ro
has not accrued any interest for these borrowikiggiagement's expectation is that those interestsat be
collected from the Group and this issue will ultielg be resolved among Eximbank and the Turkish
Undersecretariat of Treasury.

Hermes Loans
The Hermes loan belongs to the consolidated sw#gidinka Pazarlama (in Euro).
Power Companies Bank Loans

The long-term borrowings of the Power Companieshasen obtained under a project financing structem&a
Insaat has given a letter of credit to support eaclvdPdCompany’s Debt Service Reserve up to a maximum
amount of 6 months’ senior debt service under tlasiities. The letter of credit can only be cdll® meet
senior debt service to the extent 6 months sembt service is not met from operating cash flow.

Eximbank Loans

A syndicate of commercial banks named as Eximbaantilify Lenders provides the funding. The interisst
currently payable to the lender in 6 months’ perod the applicable rate is determined as the G4fmoiBOR

Rate plus 0.1% for Gebze Elektrik and Izmir Eldktrhdapazari Elekirik Exim loan bears 4.26% fixatkrfor
the entire life of the loan. Interest is paid semirually.

OPIC Loans

The OPIC loans are funded with the issue of Goventrbacked certificates in the US Capital Markeis bave

a 12-year term of principal repayment in 24 semmwah installments commencing on May 15, 2003 for
Adapazari and Gebze Elektrik, on October 15 2003zmir Elektrik. In December 2002, the variable iatr
rates (3 months US Treasury bill rate plus a marinaf 4.25% and minimum of 3.80%) were converte to
fixed rate of 7.54%, 7.85% and 7.90% famir Elektrik, Gebze Elektrik and Adapazari Elektniespectively.
(2007 - fixed rate of 7.54%, 7.85% and 7.90% fomir Elektrik, Gebze Elektrik and Adapazari Elektri
respectively).
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17. BORROWINGS (continued)
Hermes Loans

The Hermes Loans are guaranteed by the Export iCkgdincies of the German Government and have aehp-y
term of principal repayment in 24 semi-annual ilhstents commencing on May 15, 2003 for Adapazad an
Gebze Elektrik, on October 15, 2003 famir Elektrik. Interest is paid semi-annually atade of 12-months
LIBOR plus a margin of 0.625% (2006 - 12-months OIB plus a margin of 0.625%).

OND Loans

The OND Loans are guaranteed by the Export Credéngies of the Belgian Government and have a 1P-yea
term of principal repayment in 24 semi-annual ilhstents commencing on May 15, 2003 for Adapazad an
Gebze Elektrik, on October 15, 2003 famir Elektrik. A syndicate of commercial banks pioles the funding.
The interest is paid semi-annually at a rate ofridhths LIBOR plus a margin of 0.70% (2006 - 12-rhsnt
LIBOR plus a margin of 0.70%).

Other Long Term Bank Borrowings

As of March 31, 2008, ABN Amro loans are securethwhie bank deposit at an amount of U.S. Dollars @87
(December 31, 2007 — 253,571).

On 5 November 2003, the consolidated subsidiary Mifithined a loan for the financing of the consinrcbf
a hotel complex with final repayment on Decembe2(®,1. As of March 31, 2008, the remaining amodrihe
total loan amount is U.S. Dollars 12,303 (Decen®iker2007 - U.S. Dollars 22,255) of the loan in ademce
with the drawdown schedule. As of March 31, 2008se long-term bank borrowings are secured by ldugp
of rental revenues, investment property to theeatiU.S Dollars 50,000 (December 31, 2007 - U.8lldbs
50,000) and leasehold rights on land. Principaliatetest is paid quarterly.

Repayment schedule of long-term bank borrowings findnce lease obligations excluding Iraq related
Eximbank loans are as follows:

March 31, 2008 December 31, 2007

Less than 1 year 453,608 384,803
1-5 years 909,346 944,239
More than 5 years 165,774 172,505
Less : Current portion of long term borrowings (453,608) (384,803)
Total long term borrowings 1,075,120 1,116,744
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18. TRADE AND OTHER PAYABLES

The breakdown of current trade and other payablas follows:

March 31, 2008 December 31, 2007

Trade payables 792,820 687,509
Advances received 695,618 656,693
Notes payable 3,155 4,981
Other payables 1,297 1,034

1,492,890 1,350,217

The breakdown of non-current trade and other pagaiklas follows:

March 31, 2008 December 31, 2007

Trade payables 6,994 1,864
Advances received 53,819 54,284
60,813 56,148

19. OTHER CURRENT LIABILITIES AND ACCRUED EXPENSES AND NON-CURRENT
LIABILITIES

The breakdown of other current liabilities and aect expenses is as follows:

March 31, 2008 December 31, 2007

Deferred rent revenue 49,088 52,625
Payroll payable 46,402 31,042
Taxes and funds payable 32,970 23,797
Cost of contract accrual 21,558 8,699
Deposit taken 14,227 12,769
Bonus accrual 11,422 17,709
VAT payable 10,650 14,708
Accrued expenses 8,816 3,821
Other liabilities 10,839 6,643

205,972 171,813

The non current part is as follows :

March 31, 2008 December 31, 2007

Deferred revenue (*) 701,224 675,738
Deposits taken 3,751 3,549
704,975 679,287

(*) Itis Power Companies’ deferred revenues whigkhe difference between the average price rezedni
over the life of the project and actual charges.
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20. TAXATION ON INCOME

Enkainsaat and its consolidated subsidiaries are subjetzixation in accordance with the tax procedures an
the legislation effective in the countries in whitley operate.

Tax Legidation in Turkey

In Turkey, the corporation tax rate effective frdanuary 1, 2006 is reduced to 20%. Corporate taxn® are
required to be filed by the twenty-fifth day of tfeurth month following the balance sheet date @xeés must

be paid in one installment by the end of the fourthnth. The tax legislation provides for a temppr@ax of

20% (December 2007 - 20%) to be calculated and pa&kd on earnings generated for each quarter. The
amounts thus calculated and paid are offset agdiadinal corporate tax liability for the year.

In Turkey, the tax legislation does not permit aeph company and its subsidiaries to file a codstéid tax
return. Therefore, provision for taxes, as reflddtethe consolidated financial statements, has lwaéculated
on a separate entity basis.

With the new law enacted, effective from January2@06. Turkish government ceased to offer investmen
incentives for capital investments. Companies havimused qualifying capital investment amounts from
periods prior to December 31, 2005 will be ablel¢duct such amounts from corporate income untiketiek of
December 31, 2008; however, the corporate tax wdtebe 30% for them. Furthermore, qualifying cabit
investments to be made until the end of DecembgePB@8 within the scope of the investment projestasted
before December 31, 2005 will be subject to investirincentive until the end of December 31, 2008 T
Group elected not to benefit from the investmeoeéinive.

Effective from January 1, 2006 capital gains detiftem cash sales of participation shares that een held
for at least two years are subject to effectivepoaation tax rate of 5% if the gains are addedhtres capital.
Furthermore, in the event the profit arising frdme tividend receipt is not distributed or includedapital, no
withholding tax shall be applicable. As a resutie tGroup did not recognize a deferred tax liabibity the
undistributed profits of subsidiaries and assosiaéed other temporary differences pertaining toeioth
investments in shares issued by Turkish compaifiegke Company does not have the intention to telke
shares in the future.

15% (2007 — 15%) withholding applies to dividendgributed by resident corporations to resident peasons,
those who are not liable to income and corporatéon non-resident real persons, non-resident catjpoms
(excluding those that acquire dividend through am@ment establishment or permanent representative i
Turkey) and non-resident corporations exempted frooome and corporation tax. Dividend distributidns
resident corporations to resident corporationsnatesubject to a withholding tax. Furthermore,tie event the
profit is not distributed or included in capitab withholding tax shall be applicable.

Corporate tax losses can be carried forward fomaimum period of five years following the year imigh the

losses were incurred. The tax authorities can wispex returns and the related accounting recoodsaf
retrospective maximum period of five years.
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20. TAXATION ON INCOME (continued)
Tax Legidationsin Other Countries

As of March 31, 2008 and December 31, 2007, effeatbrporation tax rate in other countries areoiews:

March 31, 2008 December 31, 2007

Russia 24% 24%
Netherlands 25,5% 25.5%
Kazakhstan 30% - 37% 30% - 37%
Nepal 25% 25%
African Countries 30% - 38,5% 30% - 38.5%
Germany 25% 25%
Ukraine 25% 25%
Tajikistan 25% 25%
Romania 16% 16%
Albania 10% 20%
Oman 12% 12%

A reconciliation of the nominal (on the basis of tihcome tax rate of the Company and the Turkisisigiaries)
to the effective tax rate for the years ended M&th2008 and December 31, 2007 is provided below:

March 31, 2008 March 31, 2007
Amount Amount

Profit from operations before taxes 192,366 122,983

Tax per statutory tax rate 20% (2006 - 20%) 38,473 %20 24,597 20%
Effect of unrealized financial expense (13,483) (%7) (6,534) (5%)
Effect of equity pick up revenue (205) (%0) (112) (0%)
Jobsites exempt from income tax (4,116) (%2) 652 1%
Effect of tax rate change and others 47,728 %25 (1,412) (1%)
Taxation charge 68,397 %36 17,191 14%
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20. TAXATION ON INCOME (continued)

As of March 31, 2008 and December 31, 2007, theko®wvn of temporary differences which give rise to
deferred taxes is as follows:

Consolidated Income Statement,
Revaluation Surplus and Currency
Consolidated Translation Difference and Change
Balance Sheet in Scope of Consolidation
March 31, 2008 December 31, 200March 31, 2008 March 31, 2007

Deferred income tax liabilities
Remeasurement and revaluation of property,
plant and equipment, intangible assets and

investment property (457,714) (421,545) (36,169) (11,401)
Adjustment for percentage of completion

method on construction projects (78) (55) (23) 6,164
Adjustment of revenue levelization (4,538) (6,307) 1,769 (213)
Deferred financial expenses - (18) 18 336
Inventories (1,928) (3,262) 1,334 1,967
Others (18) - (18) 1,881
Gross deferred income tax liabilities (464,276) (431,187) (33,089) (1,266)
Adjustment of revenue levelization 148,948 144,682 4,266 5,347
Tax loss carry-forward 71,865 90,115 (18,250) 2,088
Reserve for employee termination benefit 2,053 2,254 (201) 350
Allowance for doubtful receivables 112 465 (353) 832
Remeasurement of inventories 2,840 2,712 128 (296)
Financial expense accrual adjustments 1,228 1,211 17 (296)
Others 3,804 4,441 (639) 961
Gross deferred income tax assets 230,850 245,880 (15,032) 8,986
Net deferred tax liability (233,426) (185,307) (48,121) 7,720

Reflected as:

March 31, 2008 December 31, 2007

Deferred tax assets 101,344 133,508
Deferred tax liabilities (334,770) (318,815)
Net deferred liabilities (233,426) (185,307)
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20. TAXATION ON INCOME (continued)

Movement of net deferred tax asset (liability) tenpresented as follows:

March 31, 2008 December 31, 2007

Balance at January 1, of Enkaaat and its subsidiaries 185,307 37,902
Balance at January 1, of the joint ventures foddwp on line by line basis - 34,672
Balance at January 1, of the joint ventures (2,414) (467)
Balance at January 1 182,893 72,107
Change in the scope of the consolidation - 80,602 (*)
Deferred income tax (benefit) / expense recognizédcome statement 31,003 (22,976)
Deferred income tax expense / (benefit) recognigestjuity 437 50,142
Translation loss 16,960 3,018
Balance at March 31 / December 31, of Eitkaat and its subsidiaries 233,426 185,307
Balance at March 31 / December 31, of the jointwess (2,133) (2,414)
231,293 182,893

(*)  The change occurred from the purchase of 50&seshof Enka TC in 2007.

21. EMPLOYEE TERMINATION BENEFIT

In accordance with existing social legislation, #iempany and its subsidiaries incorporated in Tyraee
required to make lump-sum payments to employees&lemployment is terminated due to retirement or fo
reasons other than resignation or misconduct. pagments are calculated on the basis of 30 days(ljpaited

to a maximum of YTL 2.088 and YTL 2.030 at March 2008 and December 31, 2007 respectively) pergear
employment at the rate of pay applicable at the datetirement or termination. In the consolidiat@ancial
statements as of March 31, 2008 and December 37, 28e Group reflected a liability calculated wsthe
Projected Unit Credit Method and based upon faadersved using their experience of personnel teatig
their services and being eligible to receive retigat pay and discounted by using the current majikéd on
government bonds at the balance sheet date.

The liability is not funded as there is no fundieguirement.

The principal actuarial assumptions used in theutation of the total liability at the balance shdates are as
follows:

March 31, 2008 December 31, 2007

Discount rate 11% 11%
Expected rates of salary/limit increases 5% 5%
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21. EMPLOYEE TERMINATION BENEFIT (continued)

Movements of the provision for employee terminati@mefits during years ended December 31, 20022666
are as follows:

March 31, 2008 December 31, 2007

Opening balance as at January 1 13,071 9,777
Interest cost 359 1,076
Charge for the year, net 84 2,172
Translation loss (949) 652
Utilized / paid (284) (606)
Closing balance as at March 31 / December 31 12,281 13,071

The Company does not provide any other post empoyinenefits other than the termination benefiscdbed
above. The current year charge consisting of isterest and charge for the year amounting to USB bk
been charged to cost of revenues and selling améh&trative expenses.

22. GOODWILL

During 2003 the Company acquired 9.00% interestesita the Power Companies where the Company had 40%
shareholding. Upon acquisition of the initial 9.0@#Power Companies in 2003, a negative goodwilUds.
Dollars 16,328 occurred which was recorded in tbesolidated financial statements. On June 24, 20a#
December 28, 2004, the Company acquired additi@ia00% and 16.00% shares of Power Companies
respectively as a result of these purchases, déiymogioodwill of U.S. Dollars 47,070 and U.S. Deodia8,081,
respectively occurred, has been recorded in thedatmiated financial statements respectively. Aesult of
those acquisitions in 2003 and 2004 the Compamy&rést stake in Power Companies increased from 0%
90%.

On November 30, 2005, the Company acquired theirémgal0% of Power Companies and as of December 31,
2005 was the sole shareholder of the subject coiepafs a result of this purchase, the CompanyrdecbU.S.
Dollar 13,794 income as negative goodwill in theoime statement.

On November 2, 2006, the Company acquired the 2B&tesof its consolidated subsidiary, Mosenka and
increased the shareholding percentage to 80%. rasudt of this acquisition of minority interestetiCompany
has recorded an amount of U.S. Dollars 8,968 ofatieg) goodwill which is included in “other operain
income”.

The Group purchased 50% of shares in Enka TC (fdynmamed Ramenka) with the agreement on September

11, 2007 from Migros. As a result of the purchaspositive goodwill of U.S. Dollars 173,432 was\psionally
recorded in the consolidated financial statemextid 13).
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22.  GOODWILL (continued)

As of March 31, 2008 and December 31, 2007, theemm@nt of sources of goodwill is as follows:

March 31, 2008 December 31, 2007

Beginning of the year, net book value 228,583 55,151
Additions (Note 13) - 173,432
As at March 31 / December 31, net book value 228,583 228,583

23. SHARE CAPITAL

March 31, 2008 December 31, 2007
Percentage of Percentage of
Ownership Amount Ownership Amount
Tara Holding 47.85% 281316 47.85% 281,276
Tara and Gulcgelik families 28.95% 170,190 28.88% 169,765
Publicly traded 12.75% 74,927 12.82% 75,360
Enka Spor Eitim ve Sosyal Yardim Vakfi 6.08% 35,717 6.08% 35,740
Alternatif Aksesuar Sanayi ve Ticaret Lti. 4.37% 25,678 4.37% 25,687
100.00% 587,828 100.00% 587,828

The percentages of ownership of the shareholdersanputed over the nominal value of shares.

As of March 31, 2008, the Company’s historical esishare capital in the statutory books is YTL 000,
(December 31, 2007 - YTL 900,000), which consigt&80,000,000,000 (December 31, 2007 - 90,000,@0),0
authorized and fully paid shares.

As of March 31, 2008 the Company’s nominal valughef shares is YTL 90,000,000,000 each with YKR 1
nominal value.

The movement of the share capital (in numbers ardstorical YTL) of the Company during March 3D03
and December 31, 2007 is as follows:

2008 2007
Number YTL Number YTL
At January 1, 90,000,000,000 900,000 60,000,000,000 600,000
Shares issued in
- transfer from extraordinary reserve - - 976,346,100 9,763
- bonus shares issued out of general reserve - - 29,023,653,900 290,237
At March 31 / December 31, 90,000,000,000 900,000 90,000,000,000 900,000

Within the above mentioned shares, founders of Hinkaat and former Enka Holding have one thousand
founders share each. The founder shares of Emeamt and the founder shares of former Enka Holdirg a
entitled to receive, 5% and 2.5%, respectivelythefnet income after the deduction of legal resanctthe first
dividends.
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24, LEGAL RESERVES AND ACCUMULATED PROFIT

Retained earnings as per the statutory financdstents, other than legal reserves, are availabtéstribution
subject to the legal reserve requirement refewdaktow.

The legal reserves consist of first and secondveseappropriated in accordance with the Turkism@ercial
Code (“TCC"). The TCC stipulates that the firstdégeserve is appropriated out of statutory prafitthe rate of
5% per annum, until the total reserve reaches 20%heo company’s paid-in share capital. The secauall
reserve is appropriated at the rate of 10% perrarofall cash distributions in excess of 5% of plagéd-in share
capital. Under the TCC, the legal reserves candeel wnly to offset losses and are not availableafyr other
usage unless they exceed 50% of paid-in shareatapitvidend distributions are made in YTL in acdance
with its Articles of Association, after deductiraxes and setting aside the legal reserves as destabove.

Public companies in Turkey (only applicable for Biiksaat and Pimg make profit distributions in accordance
with the regulations of CMB as described below:

Based on the profits calculated in financial staets prepared in accordance with the accountingipsl
promulgated by CMB, appropriation of 20% of thetiligitable profit is obligatory if a statutory fineial
statement has sufficient reserve to distribute eBam the General Assembly's decision, this ap@t@n may
be on cash basis or through the distribution af Bkares not less than 20% of the distributablétpoo may be
distributed both as cash and free shares. If theefaé Assembly does not decide to distribute divideut to
retain it in the company, the amount calculateddoordance with this rule is added to general veser

The statutory accumulated profits and statutoryesuryear profit are available for distributionbgect to the
reserve requirements referred to above.

Dividends Paid and Proposed

Enkalinsaat decided to make dividend distribution for y2807 out of 2007 net income. YTL 354,000 will be
distributed as a dividend after the appropriatibthe first legal reserve. Out of this amount, Y54,000 will be
distributed in cash proportionally and the remagn¥TL 300,000 will be injected into the capital.

5% of the remaining will be distributed to foundefsEnkainsaat and 2,5% of the remaining will be distributed
the founder of Enka Holding and the remaining of afer all will be distributed proportionally togtBoard of
Directors. YTL 1,759 will be appropriated as a s@tdegal reserve and YTL 22,567 will be transfernett
general reserve.

25. EARNINGS PER SHARE

Basic earnings per share (EPS) is calculated bigidiy the net profit for the year attributable tadimary
shareholders by the weighted average number ofanglshares outstanding during the year.

In Turkey, companies can increase their share alapit making a pro-rata distribution of shares (fiBe
Shares”) to existing shareholders without consiitenafor amounts resolved to be transferred to esltapital
from retained earnings and revaluation surplust tk® purpose of the EPS calculation such bonuseshaues
are regarded as stock dividends. Dividend paymemitéch are immediately reinvested in the shareshef
Company, are regarded similarly. Accordingly theéghited average number of shares used in EPS ctifcula
derived by giving retroactive effect to the issdesoch shares without consideration through Marth 2908
and March 31, 2007.

There have been no other transactions involvingnarg shares or potential ordinary shares sincedperting
date and before the completion of these finantééments.
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25.  EARNINGS PER SHARE (continued)

The calculation of basic earnings per share predeante as follows:

March 31, 2008 March 31, 2007
Earning per share
- ordinary share certificate (full cent) 0.132 0.111
Weighted average number of share certificates( naivialue of
1 YKr each)
- ordinary share certificate 90,000,000,000 90,000,000
- founder shares 2,000 2,000

Since profit distribution is not made at the endeath interim period, total of the earning per sharreflected
on ordinary share certificates.
26. RELATED PARTY BALANCES AND TRANSACTIONS
Related Parties
Parties are considered related to the Company if;
(@) directly, or indirectly through one or moreenmediaries, the party:
() controls, is controlled by, or is under commmontrol with, the Company (this includes parents,
subsidiaries and fellow subsidiaries);
(i) has an interest in the Company that givegihi§icant influence over the Company; or
(i) has joint control over the Company;
(b)  the party is an associate of the Company;
(c) the party is a joint venture in which the Compé#s a venturer;
(d)  the party is member of the key management pesdmf the Company or its parent;
(e) the party is a close member of the family of ardividual referred to in (a) or (d);
()] the party is an entity that is controlled, jdyncontrolled or significantly influenced by, oorf which
significant voting power in such entity resideshyidirectly or indirectly, any individual referred in (d)

or (e);

(g) the party is a post-employment benefit plantfiar benefit of employees of the Company, or of amjty
that is a related party of the Company.

The Group is controlled by Tara Holding (47.85%Q drara and Gulcelik families (28.95%). For the mags of
the consolidated financial statements, balance$ whie shareholder companies, individual sharehs]der
unconsolidated subsidiaries, associated compaesty participations and their affiliates are redel to as
“related parties”. Related parties also include aggment and members of the Group’s Board of Dirscto

In the course of conducting business, the Grouglected various business transactions with relasetigs on

commercial terms. The breakdown of balances withted parties and details of significant relatedtypa
transactions are as follows:
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26. RELATED PARTY TRANSACTIONS (continued)

(@)  Trade receivables/payables

March 31, 2008 December 31, 2007
Receivables Payables  Receivables Payables
Derince Uluslararasi Konteyner Terminal -
Isletmeciligi A,S, (Derince) 844 (*) - 833 (%)
Gretch Unitas - 2
Azen Oil BV 4,572 (*) - 4,964 (*) -
5,416 - 5,797 2

(*)  Funds provided by the Company (in U.S. Dollassth interest rates Libor + 0.5%.

(b)  Other receivables/payables

March 31, 2008 December 31, 2007
Receivables Payables  Receivables Payables
Individual shareholders - 685 - 764
- 685 - 764

(c)  Transactions during the year

March 31, 2008 March 31, 2007

Sales and Services to Related Parties

Sales 15 15
Associates 15 15
Rent income 69 62
Associates 66 62
Other 3 -

Director’s remuneration

The executive management of the Group received memation totaling U.S. Dollars 5,637 (March 31, 260
U.S. Dollars 3,442), As of March 31, 2008, the absecurity payment and accrued retirement paylityalis
U.S. Dollars 553 (March 31, 2007 — U.S. Dollar &g U.S. Dollar 1,206 (December 31, 2007 — U.Sldpol
1,203) respectively,
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27. REVENUES AND EXPENSES

ss otherwise indicated. All other currencies are

March 31, 2008 March 31, 2007

Other Operating Income

Commission income 4,736 4,395
Service income 934 641
Gain from sales of property, plant and equipment 810 1,410
Machinery rent income 326 200
Rent Income 308 277
Insurance compensation income 164 14
Other 2,133 662
9,411 7,599

Other Operating Expense
Cost of contracts completed in prior years 6,111 80
Donations 1,487 -
Service expense 1,322 433
Loss from sales of property, plant and equipment 872 113
Commission expense 171 312
Depreciation expense 157 237
Idle time expense 116 256
Others 2,503 785
12,739 2,216

March 31, 2008 March 31, 2007

Financial Income

Interest income 11,323 9,475
Foreign exchange gains, net 18,409 -
Income from sale of investment securities - 3,436
Others 2,026 1,030
31,758 13,941
Financial Expenses
Interest expenses 25,551 19,507
Foreign exchange loss - 5,597
Commission expenses of letters of guarantee 425 1,502
Forward loss, net 5,671 -
Bank commission expenses 362 291
Others 5,588 3,344
37,597 30,241
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27. REVENUES AND EXPENSES (continued)

Depreciation, amortisation and cost of inventoniesognized as expense included in consolidatedniaco
statement is as follows:

March 31, 2008 March 31, 2007

Depreciation included in

Cost of revenues 28,804 23,167
Selling and administrative expenses 12,019 5,178
Other operating expense 33 239
Inventory 611 196
41,467 28,780
Amortization included in
Selling and administrative expenses 194 234
Cost of revenues 19 11
213 245
Staff costs
Wages and salaries 90,546 61,104
Social security costs 20,175 11,370
Other benefits 11,914 5,922
Provision for employee termination benefits 443 701
123,078 79,097
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28. COMMITMENTS AND CONTINGENCIES
Operating Lease Commitments — Group as Lessee

Future minimum lease payments under non-cancellapdzating leases of the Group due to its operstion
Russia are as follows as of March 31, 2008 and mbee 31, 2007:

March 31, 2008 December 31, 2007

Within one year 26,717 27,214
After one year but not more than five years 86,485 84,663
More than five years 55,619 66,467

168,821 178,344

Operating Lease Commitments — Group as Lessor

The minimum future rental income of the Companyamadon-cancelable operating leases at March 318 200
and December 31, 2007 is as follows:

March 31, 2008 December 31, 2007

Within one year 212,513 210,639
After one year but not more than five years 597,296 601,194
809,809 811,833

Finance Lease Commitments

The Group has finance leases for various itemdasft@nd machinery. These leases have terms ofvedrrit
no purchase options and escalation clauses. Renaweaht the option of the specific entity thatdlsahe lease,
Future minimum lease payments under finance lemseas follows:

March 31, 2008 December 31, 2007
Present Present
value of value of
Minimum minimum Minimum minimum
payments payments payments payments
Within one year 3,714 3,633 3,977 3,892
After one year but not more than five years 10,663 10,499 10,338 10,159
More than five years 55,911 55,911 54,430 54,426
Total financial lease debt 70,288 70,043 68,745 68,477
Less amounts representing finance charges  (245) - (268) -
Present value of minimum lease payments 70,043 70,043 68,477 68,477
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28. COMMITMENTS AND CONTINGENCIES (continued)
Litigations

- In the year 2004, a case is opened against EakarBma, one of the consolidated subsidiary, diggr
the non-compliance with respect to the paymentefgeriod commissions of the guarantee given by a
local bank in favor of Iran GTC Company. The Greognagement believes that the case will be resulted
in favor of the Group.

- There are some lawsuits filed against Enka TCtay authorities with mainly respect to VAT and
corporate tax calculations. The Group has reflepredision amounting to U.S. Dollars 9,388 related
those filings, in its consolidated financial stagts.

Others

- The operations and financial positions of the panies operating in Russia may be impacted by the
political, monetary and fiscal practices that mayapplied in the Russian Federations. As of Marth 3
2008, the Group does not believe that any matematters exist relating to fiscal and regulatory
environment in Russia, including current pendingfudure governmental claims and demands, which
would require adjustment to the consolidated fimgmnstatements in order for those statements nbeto
misleading.

- The Group has signed a pledge and assignmeneragré dated as of October 27, 2000, with
Westdeutsche Landesbank Girozentiatanbul Branch (Onshore Collateral Agent) in retfrthe loans
obtained by the Power Companies. The Group hagetednd assigned all number of shares in these
companies to the Onshore Colleteral Agent for #eefit of the financial institutions.

- As of March 31, 2008, the Group has outstandéttgts of guarantee and collaterals amounting & U.
Dollars 1,803,497 (December 31, 2007 — U.S. Dolla¥86,733) obtained from various banks and given
to local and foreign banks, custom authoritiesalaend foreign government institutions and contract
parties for contract advances, project transacténts bank borrowings obtained, of which U.S. Dallar
361,648 (December 31, 2007 - U.S. Dollars 355,2r&)elated to joint ventures.

- As of March 31, 2008, Pingdnas export commitments at the amount of U.S. Boka301 (December 31,

2007 — U.S. Dollars 3,362), YTL 9,000 (December 3107 - YTL 10,875) and Euro 1,000 (December
31, 2007 — Euro 2,500) with respect to the for@igmency loans with export commitments.
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29. DERIVATIVES

In the ordinary course of business, the Group eritep various types of transactions that involegivdtive
financial instruments. A derivative financial ingtnent is a financial contract between two partidsens
payments are dependent upon movements in pric@eénoo more underlying financial instruments, refiees
rates or indices. Derivative financial instrumeintdude foreign currency forwards and interest tps.

The table below shows derivative financial instrmtseanalyzed by the term to maturity. The noti@rabunt is
the amount of a derivative’s underlying asset,refee rate or index and is the basis upon whichgdsin the
value of derivatives are measured. The notionallam®indicate the volume of transactions outstapdinyear-
end and are neither indicative of the market riskaredit risk.

The fair value of financial instrument is calcuthtey using forward exchange rates at the balaneetstate. In
the absence of reliable forward rate estimationa wolatile market, current market rate is consgdeto be the
best estimate of the present value of the forwacth&nge rates.

March 31, 2008

Unrecognized 1to12 2t03 4t05

(Loss) months years years
Derivative instruments (13,392) - - -
Forward contracts sales agreements - 157,112 48388 19,413
Forward contracts purchase agreements - 145,022 294 15,100

December 31, 2007

Unrecognized lto12 2t03 4t05
(Loss) months years years
Derivative instruments (7,875) - - -
Forward contracts sales agreements - 91,252 50,996 -
Forward contracts purchase agreements - 95,783 7460,6 -

30. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICI ES

The Group’s principal financial instruments comerisank loans, investment securities, finance leasesh and
short-term deposits. The main purpose of thesendiah instruments is to raise finance for the Greup
operations. The Group has various other financistruments such as trade debtors and trade creditbich
arise directly from its operations.

The main risks arising from the Group’s financiaktruments are interest rate risk, liquidity ri&reign

currency risk, and credit risk. The board / manageatmeviews and agrees policies for managing eathese
risks and they are summarized below. The Group tamnithe market price risk arising from all finaalci
instruments periodically.
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30. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICI ES (continued)
Capital Management

The primary objective of the Group’s capital marmagat is to ensure that it maintains a strong crediihg and
healthy capital ratios in order to support its bass and maximize shareholder value.

The Group manages its capital structure and makestanents to it, in light of changes in econonvaditions.
To maintain or adjust the capital structure, theuprmay adjust the dividend payment to shareholdette
shareholders may make a direct cash contributidgheoheeded working capital to the Group. No changere
made in the objectives, policies or processes dutie period/ year ended March 31, 2008 and DeceSthe
2007.

Interest Risk

The Group’s exposure to the risk of changes in etaikterest rates relates primarily to the Grougébt
obligations with floating interest rates.

The following table demonstrates the sensitivityatoeeasonably possible change in interest rateh, adli other
variables held constant, on the floating rate beimgs of the Group’s profit before tax for the meti/year
ended March 31, 2008 and December 31, 2007:

Increase in interest rates Effects on profit beforgax
March 31, 2008 March 31, 2007

0.5% 1,294 1,064
Foreign Currency Risk

The Group is exposed to foreign exchange riskragifiom various currency exposures primarily witspgect to
U.S. Dollars, Euro and Russian Ruble.

Net foreign currency exposure for the Group as a@irét 31, 2008 and December 31, 2007 is U.S. Dollars
249,749 short (liability) and U.S. Dollars 251,3tort (liability), respectively.

The Group is engaged in construction, trading, gn@nd real estate operations business in seveuatries
and, as a result, is exposed to movements in foreigrency exchange rates. In addition to transaati
exposures, the Group is also exposed to foreigramge movements on its net investments in foreign
subsidiaries. The Group manages foreign currers&ylry using natural hedges that arise from offsgttoreign
currency denominated assets and liabilities.

The following table demonstrates the sensitivityatoeasonably possible increase of 10% in the exghaates
against functional currency, with all other vargbheld constant, of the Group’s profit beforeaas interest.

March 31, 2008 March 31, 2007
Increase Effect on profit Increase Effect on profit
Currency rate before tax rate before tax
U.S. Dollar 10% (11,005) 10% (17,490)
Euro 10% 817 10% 5,440
YTL 10% 2,331 10% 1,596
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30. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICI ES (continued)
Credit Risk

Credit risk is the risk that one party to a finahénstrument will fail to discharge an obligatiand cause the
other party to incur a financial loss. With resptrtredit risk arising from the financial assefgle Group,
which comprise cash and cash equivalents and teamgvables, the Group’s exposure to credit riggearfrom
default of the counterparty, with a maximum expesequal to the carrying amount of these instruments

The Group attempts to control credit risk by monitg credit exposures, limiting transactions wighesific
counterparties, and continually assessing the tevedhiness of counterparties.

Concentrations of credit risk arise when a numieroonterparties are engaged in similar businegsites or
activities in the same geographic region, or haméla economic features that would cause theilitgtio meet
contractual obligations to be similarly affected ljranges in economic, political or other conditions
Concentrations of credit risk indicate the relatsensitivity of the Group’s performance to develepts
affecting a particular industry or geographic lomat

The Group seeks to manage its credit risk expotumaigh diversification of sales activities to avaindue
concentrations of risks with individuals or grougdsustomers in specific locations or businesgessb obtains
security when appropriate. It is the Group’s polioy enter into financial instruments with a diveysof

creditworthy counterparties. Therefore, the Growgsdnot expect to incur material credit lossestsrrisk

management or other financial instruments.

Liquidity Risk
Liquidity risk is the risk that an entity will benable to meet its net funding requirements. The iggnitigated
by matching the cash in and out flow volume supabriby committed lending limits from qualified credi

institution and shareholders.

The table below summarizes the maturity profiletiid Group’s financial liabilities based on contraxdt
undiscounted payments.

March 31, 2008 December 31, 2007
Less than 1to3 3to 12 Less than 1to3 3to 12
Current Liabilities 1 month months months Total month months months Total
Short-term borrowings 6,567 14,220 7,133 27,919 18,722 16,589 13,886 49,197
Current portion of long-term borrowings 52,444 115,233 288,088 455,765 12,452 41,642 371,986 426,080
Trade and other payables 49,612 659,211 784,067 1,492,890 40,566 552,656 756,995 1,350,217
Other current liabilities and accrued expenses
and taxation on income 24,832 94,485 114,231 233,547 52,688 71,659 75,058 199,405
Company'’s share in current liabilities
of joint ventures 120,453 47,325 134,603 302,381 94,825 48,070 154,355 297,250
March 31, 2008 December 31, 2007
1to3 3to5 More than 5 1to3 3to5 More than 5
Non-current Liabilities years years years Total years years years Total
Trade and other payables 60,813 - - 60,813 56,148 - - 56,148
Long-term borrowings 707,328 218,065 211,457 1,136,850 745,297 249,515 212,233 1,207,045
Other non-current liabilities 1,030 1,872 702,073 704,975 685 2,083 676,519 679,287
Company’s share in non-current -
liabilities of joint ventures 58,696 - - 58,696 58,416 - - 58,416
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30.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICI ES (continued)

Fair Value of Financial Assets and Liabilities

Fair value is the amount for which a financial instent could be exchanged in a current transatt@ween
willing parties, other than in a forced sale ouliption, and is best evidenced by a quoted mamiee, if one

exists.

The estimated fair values of financial instrumemése been determined by the Group using availalsigken
information and appropriate valuation methodologidewever, judgment is necessarily required torpret
market data to estimate the fair value. Accordintile estimates presented herein are not necgssatitative
of the amounts the Group could realize in a cumesmtket exchange.

The following methods and assumptions were useestimate the fair value of the financial instrunsefdr
which it is practicable to estimate fair value:

31.

The fair values of balances denominated in for@gmencies, which are translated at year-end fareig
exchange rates, are considered to approximateitgirg value.

The fair values of cash, amounts due from bankso#imel monetary assets are considered to appraximat
their respective carrying values due to their skenn nature.

The carrying values of trade receivables are estich#o be their fair values due to their short-term
nature.

The fair values of trade payables and other mowediabilities are considered to approximate their
respective carrying values due to their short-teature.

The fair values of bank borrowings are considecedpproximate their respective carrying values;esin
initial rates applied to bank borrowings are updgberiodically by the lender to reflect active netrk
price quotations.

SUBSEQUENT EVENTS
On April 2008, the Company has transferred alt®thares in AMOS BV, a fully owned subsidiary, to
Meelakker BV for EUR 173,700. Final determinatidrsale price will be made at the hand over dates
of each hypermarket in accordance with their stadkes.
Based on Board of Director resolution dated Apdl 2008 numbered as 731, with the year 2007

dividend amount of YTL 300,000 and within its regi®d capital limit of YTL 1,600,000, the
Company has decided to increase its share camtal YTL 900,000 to YTL 1,200,000.
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