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(Convenience Translation of Report And Financial Statements Originally Issued in Turkish)

AUDITOR’S REPORT

To the Board of Directors of
Tiirk Hava Yollar1 A.O.

We have audited the accompanying consolidated balance sheet of Tiirk Hava Yollar1 A.O. and its
subsidiary (together the “Group™) as at 31 December 2007 and the related consolidated statement of
income, consolidated change in shareholder’s equity statement and consolidated cash flow statement for
the year ended 31 December 2007, and a summary of significant accounting policies and other
explanatory notes.

Audit of the Group’s financial statements as of 31 December 2006 have been performed by another
independent audit firm. The previous audit firm issued an unqualified opinion in the independent
auditors’ report dated 6 April 2007.

Management Responsibility on Financial Statements

The management is responsible for preparation and fair presentation of these financial statements in
accordance with accounting standards published by Capital Markets Board. This responsibility includes:
designing, implementing and maintaining internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error; selecting and applying appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit.
We conducted our audit in accordance with auditing standards published by the CMB. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditor’s judgement,
including the assessment of the risks of material misstatement of the financial statements, whether due
to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
Group’s preparation and fair presentation of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by the Group, as well as

evaluating the overall presentation of the financial statements.
Member of
Deloitte Touche Tohmatsu
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Independent Auditors’ Responsibility on Financial Statements (cont’d)

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Financial statements of THY Teknik A.S. which is the subsidiary of the company, Gunes Ekspres
Havacilik A.S. and THY DO&CO Ikram Hizmetleri A.S which are the affiliates and accounted on the
equity method have been audited by other independent audit firms. %8 of total assets and %1 of total
sales revenue of accompanying financial statements are contributed by those companies. Those
statements were audited by other auditors whose reports have been furnished to us and our opinion,
insofar as it relates to the amounts included for these entities is solely based on reports of the other
auditors.

Conclusion

In our and other audit firms’ opinion, accompanying consolidated financial statements of the Group as
of 31 December 2007 and for the year then ended have been properly prepared, in all material respects
in accordance with generally accepted accounting standards issued by Capital Market Board (Note 2)

We also audited the adjustments described in Note 2.4 that were applied to restate the 2006 financial
statements. In our opinion, such adjustments are appropriate and have been properly applied.

Istanbul, 2 April 2008

DRT BAGIMSIZ DENETIM VE SERBEST MUHASEBECI MALI MU SAVIRLIK A.S.
Member of DELOITTE TOUCHE TOHMATSU

% U

Berkman Ozata
Partner

Member of
Deloitte Touche Tohmatsu



(Convenience Translation of Report And Financial Statements Originally Issued in Turkish)
TURK HAVA YOLLARI ANONIiM ORTAKLIGI

CONSOLIDATED BALANCE SHEET

(All amounts expressed in New Turkish Lira (TRY) unless otherwise stated.)

ASSETS

Current Assets

Cash and Cash Equivalents
Marketable Securities (net)
Accounts Receivable (net)
Finance Lease Receivables (net)
Due from Related Parties (net)
Other Receivables (net)
Biological Assets (net)

Inventories (net)

AS AT 31 DECEMBER 2007

Audited
Note 31 December 2007

Audited

(Restated)
31 December 2006

Receivables from Construction Contracts in Progress

(net)
Deferred Tax Assets
Other Current Assets

Non-Current Assets

Accounts Receivable (net)
Finance Lease Receivables (net)
Due from Related Parties (net)
Other Receivables (net)
Financial Assets (net)

Positive / Negative Goodwill (net)
Investment Property

Tangible Assets (net)

Intangible Assets (net)

Deferred Tax Assets

Other Non-current Assets

Total Assets

The accompanying notes form an integral part of these financial statements.

1.487.528.554

1.061.313.833

4 772216215 365.057.959
5 - -
7 245.335.636 249.429.209
8 - -
9 10.996.580 22.967.266
10 296.194.360 240.576.417
1 ] ;
12 115.708.936 135.643.567
13 ; ;
14 ; .
15 47.076.827 47.639.415
3.434.267.181 3.373.516.984

4.686.496 6.439.102

9 3.591.420 14.812.000
10 15.807.812 150.668.831
16 41.386.607 33.434.578
17 - ;
18 53.700.000 51.975.000
19 3.234.359.407 3.086.053.969
20 10.445.317 7.508.620
14 2.544.815 ;
15 67.745.307 22.624.884
4.921.795.735 4.434.830.817




(Convenience Translation of Report And Financial Statements Originally Issued in Turkish)
TURK HAVA YOLLARI ANONIiM ORTAKLIGI
CONSOLIDATED BALANCE SHEET

(All amounts expressed in New Turkish Lira (TRY) unless otherwise stated.)

AS AT 31 DECEMBER 2007

Audited
Audited (Restated)
Note 31 December 2007 31 December 2006

LIABILITIES ,
Short Term Liabilities 1.140.245.122 1.068.505.356
Bank Borrowings (net) 6 - -
Short-term Portion of Long-term Bank Borrowings (net) 6 3.735.162 4.481.158
Finance Lease Obligations (net) 8 225.183.209 218.720.799
Other Financial Liabilities (net) 10 877.628 373.497
Accounts Payable (net) 7 362.856.916 318.114.700
Due to Related Parties (net) 9 7.126.031 14.869.046
Advances Received 21 35.024.716 40.996.469
Billings on Construction Contracts in Progress (net) 13 - -
Provisions for Liabilities 23 24.760.436 7.547.289
Deferred Tax Liabilities 14 - -
Other Liabilities (net) 15 480.681.024 463.402.398
Long Term Liabilities 1.877.243.056 1.756.607.009
Bank Borrowings (net) 6 26.715.577 36.401.442
Finance Lease Obligations (net) 8 1.569.126.885 1.443.932.862
Other Financial Liabilities (net) 10 - -
Accounts Payable (net) 7 7.058.322 8.988.621
Due to Related Parties (net) 9 - -
Advances Received 21 - -
Provisions for Liabilities 23 131.959.011 117.304.910
Deferred Tax Liabilities 14 142.383.261 149.979.174
Other Liabilities (net) 15 - -
MINORITY INTERESTS 24 - -
SHAREHOLDERS’ EQUITY 1.904.307.557 1.609.718.452
Share Capital 25 175.000.000 175.000.000
Adjustment to Share Capital 25 - -
Capital Reserves 26 1.872.838.374 1.870.141.892
- Share Premium 181.185 181.185
- Share Premium of Cancelled Shares - -
- Revaluation Surplus on Tangible Assets - -
- Financial Assets Fair Value Reserve - (2.696.482)
- Restatement Effect on Shareholders’ Equity 1.872.657.189 1.872.657.189
Profit Rescrves 27 8.223.909 8.223.909
- Legal Reserves 417.011 417.011
- Statutory Reserves - -
- Extraordinary Reserves 7.806.889 7.806.889
- Special Funds 9 9
- Associate Shares and Gain on Sale of Investment

Property to be added to Capital - -
- Foreign Currency Translation Differences - -
Net Profit for the Year 291.892.623 178.782.921
Accumulated Losses 28 (443.647.349) (622.430.270)
Total Liabilities and Shareholders’ Equity 4.921.795.735 4.434.830.817

The accompanying notes form an integral part of these financial statements.
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(Convenience Translation of Report And Financial Statements Originally Issued in Turkish)

TURK HAVA YOLLARI ANONIiM ORTAKLIGI
CONSOLIDATED STATEMENT OF INCOME
FOR THE YEAR ENDED 31 DECEMBER 2007

(All amounts expressed in New Turkish Lira (TRY) unless otherwise stated.)

Audited
Audited (Restated)
1 January — 1 January - 31
Note 31 December 2007 December 2006

MAIN OPERATING REVENUES

Sales Revenues (net) 36 4.521.537.724 3.811.798.033
Cost of Sales (-) 36 (3.453.757.947) (3.252.559.119)
Service Revenues (net) 36 - -
Other Revenues from Main Operations

/Interest +Dividend+Rent (net) 36 251.070.607 239.547.096
GROSS OPERATING PROFIT 1.318.850.384 798.786.010
Operating Expenses (-) 37 (772.820.320) (712.312.403)
NET OPERATING PROFIT 546.030.064 86.473.607
Income from Other Operations 38 112.828.538 276.079.231
Losses from Other Operations (-) 38 (418.985.940) (60.678.803)
Financial Income (Expenses) 39 164.350.843 (112.534.754)
OPERATING PROFIT 404.223.505 189.339.281
Net Monetary Gain / (Loss) 40 - -
MINORITY GAIN/(LOSS) 24 \ - -
PROFIT BEFORE TAXATION 404.223.505 189.339.281
Taxes ' 41 (112.330.882) (10.556.360)
NET PROFIT FOR THE YEAR 291.892.623 178.782.921
EARNINGS PER SHARE (Ykr) 42 0,167 0,102

The accompanying notes form an integral part of these financial statements.



Balances at 31 December 2005- Previously
Reported

Measurement of Financial Assets (Note 2)

Adjustment on Transfer to Investment Property
(Note 2)

Balances at 31 December 2005-Restated
Measurement of Financial Assets (Note 2)
W&mﬁ,& income tax

Net income recognized directly in equity
Net profit for the year

Total recognized income and expense for the year

Transfer of Previous Year’s Profit to Accumulated
Losses

Balances at 31 December 2006-Restated
Balances at 31 December 2006-Previously
Reported

Measurement of Financial Assets (Note 2)

Adjustment on Transfer to Investment Property
(Note 2)

Balances at 31 December 2006-Restated

Measurement of Financial Assets (Note 2)
Related Income Tax
Net loss recognized directly in equity

Transfer to profit or loss on sales of available-for-
sale investments
Net profit for the year

Total recognized income and expense for the year
Transfer of Previous Year’s Profit to Accumulated
Losses

Balances at 31 December 2007

(Convenience Translation of Report And Financial Statements Originally Issued in Turkish)

TURK HAVA YOLLARI ANONIM ORTAKLIGI
CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS® EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2007
(All amounts expressed in New Turkish Lira (TRY) unless otherwise stated.)

Revaluation Financial
Surplus on Assets Restatement Effect _
Share Tangible Fair Value on Shareholders’ Legal  Extraordinary Special  Net Profit for Accumulated
Share Capital Premium Assets Reserve Equity Reserves Reserves Funds the Period Losses Total
175.000.000 181.185 - - 1.872.657.189  417.011 7.806.889 9 138.227.837  (819.500.254)  1.374.789.866
- - - (7.064.237) - - - - 4.045.841 3.018.396 -
- - - - - - - - - 51.777.910 51.777.910
175.000.000 181.185 - (7.064.237) 1.872.657.189  417.011 7.806.889 9 142.273.678  (764.703.948)  1.426.567.776
- - - 6.721.164 - - - - - - 6.721.164
- - - (2.353.409) - - - - - - (2.353.409)
- - - 4.367.755 - - - - - - 4.367.755
- - . . - - - - 178.782.921 - 178.782.921
- - - 4.367.755 - - - - 178.782.921 - 183.150.676
- - - - - - - - (142.273.678) 142.273.678 -
175.000.000 181.185 - (2.696.482) 1.872.657.189  417.011 7.806.889 9 178.782.921  (622.430.270)  1.609.718.452
175.000.000 181.185 49.179.160 - 1.872.657.189  417.011 7.806.889 9 185.749.426  (681.272.417)  1.609.718.452
- - - (2.696.482) - - - - (4.367.755) 7.064.237 -
- - (49.179.160) - - - - - (2.598.750) 51.777.910 -
175.000.000 181.185 - (2.696.482) 1.872.657.189  417.011 7.806.889 9 178.782.921  (622.430.270)  1.609.718.452
- - - (2.839.145) - - - - - - (2.839.145)
- - - 567.829 - - - - - - 567.829
- - - (2271.316) - - - - - - (2.271.316)
- - - 4.967.798 - - - - - - 4.967.798
- - - - - - - - 291.892.623 - 291.892.623
- - - 2.696.482 - - - - 291.892.623 - 294.589.105
- - - . - - - - (178.782.921) 178.782.921 -
175.000.000 181.185 - - 1.872.657.189  417.011 7.806.889 9 291.892.623  (443.647.349)  1.904.307.557

The accompanying notes form an integral part of these financial statements.
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(Convenience Translation of Report And Financial Statements Originally Issued in Turkish)
TURK HAVA YOLLARI ANONIM ORTAKLIGI
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2007

(All amounts expressed in New Turkish Lira (TRY) unless otherwise stated.)

: 1 January- 1 January-
CASH FLOWS FROM OPERATING ACTIVITIES 31 December 2007 31 December 2006
Profit/ (Loss) before taxation 404.223.505 189.339.281
Adjustments to reconcile profit for the period to net cash provided by operating activities:
Depreciation 364.850.565 338.035.611
Provision for retirement pay liability 19.461.897 19.943.672
Interest income (45.848.879) (25.766.202)
(Profit) / loss on sale of fixed asset (131.324) 222.261
Change in provision for diminution in value of fixed assets 290.162.081 (125.125.537)
Loss from financial investment accounted per equity method (15.489.140) 9.609.379
Interest expense 91.110.741 81.885.860
Movement in manufacturers” credit 12.959.975 27.975.793
Foreign exchange loss /(gain) on finance leases and financial liabilities (258.280.291) 34.007.429
Amortization of deferred income from USAS shares transfer - (5.016.608)
Increase in provision for doubtful receivables 2.957.138 1.931.161
Loss on sale of financial assets 4.967.798 10.078.799
Gain on revaluation of financial assets (1.725.000) -
Change in the fair value of derivative instruments 2.796.991 (4.107.077)
Deferred tax liability netted of financial assets fair value reserve (674.120) -
Operating profit before working capital change 871.341.937 553.013.822
(Increase)/decrease in accounts receivable 2.889.041 (66.202.666)
(Increase)/decrease in due from related parties (short and long term) 23.191.266 (36.808.565)
Decrease in other short and long term receivables 79.243.076 197.232.094
(Increase)/decrease in inventories 19.934.631 (51.388.288)
Decrease in other current assets 562.588 11.982.238
(Increase) in other non-current assets (45.120.423) (10.330.879)
Increase in accounts payable 42.811.917 63.984.138
Increase/ (decrease) in due to related parties (7.743.015) 6.846.187
Decrease in advances received (5.971.753) (11.400.945)
Decrease in provision for short term liabilities (816.049) (21.948.374)
Increase in other short and long term liabilities 4.318.651 127.827.669
Retirement benefits paid (4.807.795) (16.280.004)
InterestS paid (88.479.267) (80.161.039)
Prepaid taxes (104.442.414) (5:222.340)
Cash generated from operations 786.912.391 661.143.048
CASH FLOWS FROM INVESTING ACTIVITIES
Cash inflow from sales of financial assets 3.142.924 10.111.863
Cash inflow from sale of tangible and intangible assets 5.385.011 7.143.831
Interest received 45.848.879 25.766.202
Acquisition of tangible & intangible assets (*) (224.114.270) (279.229.925)
Cash outflow due to acquisition of an affiliate - (15.000.000)
Net cash used in investing activities (169.737.456) (251.208.029)
CASH FLOWS FROM FINANCING ACTIVITIES
Principal payment of finance leases (206.665.601) (189.706.809)
Decrease in financial obligations (3.855.209) (338.121.667)
Increase in other financial liabilities 504.131 40.861
Net cash used in financing activities (210.016.679) (527.787.615)
NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS 407.158.256 (117.852.596)
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE YEAR 365.057.959 482.910.555
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 772.216.215 365.057.959

(*) The portion amounted TRY 565.806.020 of the total purchases of tangible and intangible assets amounted TRY 811.508.468 for the period

ended 31 December 2007 was made through finance lease. (The portion amounted TRY 871.973.047 of the total purchases amounted TRY

1.076.135.508 for the year-ended 31 December 2006 was made through finance lease.
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