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Independent auditors’ report

To the Board of Directors of Arcelik Anonim Sirketi;

We have audited the accompanying consolidated balance sheets of Arcelik A.S. (the Company or
“Arcelik”) and its Subsidiaries (together “the Group”) as at December 31, 2011 and the related
consolidated statements of income, consolidated statement of comprehensive income, consolidated
statement of changes in shareholders’ equity and consolidated statement of cash flows for the year
then ended and a summary of significant accounting policies and explanatory notes.

Management's responsibility for the consolidated fi nancial statements

The Company’s management is responsible for the preparation and fair presentation of consolidated
financial statements in accordance with financial reporting standards published by the Capital Market
Board in Turkey (the CMB). This responsibility includes; designing, implementing and maintaining
internal control relevant to the preparation and fair presentation of consolidated financial statements
that are free from material misstatement, whether due to error and/or fraud; selecting and applying
appropriate accounting policies; and making accounting estimates that are reasonable in the
circumstances.

Independent auditors’ responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our
audit. Our audit was conducted in accordance with standards on auditing issued by the CMB. Those
standards require that ethical requirements are complied and independent audit is planned and
performed to obtain reasonable assurance whether the consolidated financial statements are free from
material misstatement.

An independent audit involves performing independent audit procedures to obtain independent audit
evidence about the amounts and disclosures in the consolidated financial statements. The
independent audit procedures selected depend on our professional judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to error
and/or fraud. In making those risk assessments, the Company’s internal control system is considered.
Our purpose, however, is not to express an opinion on the effectiveness of internal control system, but
to design independent audit procedures that are appropriate for the circumstances in order to identify
the relation between the consolidated financial statements prepared by the Company and its internal
control system. Our independent audit includes also evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by the Company’s management,
as well as evaluating the overall presentation of the consolidated financial statements.

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



Opinion

In our opinion, the accompanying consolidated financial statements present fairly the financial position
of Arcelik A.S. and its Subsidiaries as at December 31, 2011 and their financial performance and cash
flows for the year then ended in accordance with financial reporting standards published by the Capital
Market Board in Turkey.

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

Ertan Ayhan, SMMM
Engagement Partner

February 16, 2012
Istanbul, Turkey

)
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CONSOLIDATED BALANCE SHEETS AS OF DECEMBER 31, 2011 AND 2010

(Amounts expressed in thousands of Turkish LireRYT) unless otherwise indicated.)

AL STATEMENTS

December 31,

December 31,

Notes 2011 2010
ASSETS
Current assets
Cash and cash equivalents 5 1,173,889 1,317,166
Derivative financial instruments 8 2,932 1,185
Trade receivables 9 3,180,870 2,324,578
Inventories 11 1,530,141 987,526
Other current assets 21 146,017 117,984
Total current assets 6,033,849 4,748,439
Non-current assets
Trade receivables 9 16,018 12,461
Financial investments 6 491,376 658,679
Associates 12 160,580 136,604
Investment properties 13 6,441 5,480
Property, plant and equipment 14 1,446,841 1,2%2,24
Intangible assets 15 783,094 461,417
Goodwill 16 196,167 7,190
Deferred tax assets 29 63,387 39,244
Total non-current assets 3,163,904 2,573,320
Total assets 9,197,753 7,321,759

The consolidated financial statements as at andhieryear ended December 31, 2011 have been
approved for issue by the Board of Directors onr&aty 16, 2012 and signed on its behalf
by Fatih Kemal Ebicliglu, Finance and Accounting Assistant General Managel by Ali Tayyar,

Accounting Director.

The accompanying notes form an integral part afetensolidated financial statements.
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CONSOLIDATED BALANCE SHEETS AS OF DECEMBER 31, 2011 AND 2010

(Amounts expressed in thousands of Turkish LireRYT) unless otherwise indicated.)

AL STATEMENTS

December 31,

December 31,

Notes 2011 2010

LIABILITIES
Current liabilities
Financial liabilities 7 1,628,943 839,220
Derivative financial instruments 8 195 239
Trade payables 9 1,249,531 968,962
Other payables 10 183,691 129,530
Current income tax liabilities 29 23,250 18,970
Provisions 19 232,390 205,160
Other current liabilities 21 212,620 179,908
Total current liabilities 3,530,620 2,341,989
Non-current liabilities
Financial liabilities 7 1,528,237 1,218,072
Due to related parties 31 70,539 63,681
Provision for employment termination benefits 20 06182 99,700
Deferred tax liabilities 29 226,142 128,549
Provisions 19 81,519 58,136
Other non-current liabilities 2,273 3,898
Total non-current liabilities 2,015,492 1,572,036
Total liabilities 5,546,112 3,914,025
EQUITY
Paid-in capital 22 675,728 675,728
Adjustment to share capital 22 468,811 468,811
Share premium 889 889
Revaluation fund 22 341,505 511,969
Restricted reserves 22 190,066 168,445
Currency translation differences 145,922 29,585
Contribution to shareholders’ equity

related to the merger 22 14,507 14,507
Retained earnings 1,201,658 954,525
Net income for the year attributable to

equity holders of the parent 506,506 517,093
Attributable to:

Equity holders of the parent 3,545,592 3,342,55

Non-controlling interest 106,049 66,182
Total equity 3,651,641 3,407,734
Total liabilities and equity 9,197,753 7,321,759
Commitments, contingent assets and liabilities 18

The accompanying notes form an integral part afeteonsolidated financial statements.
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(CONVENIENCE TRANSLATION INTO ENGLISH OF CONSOLIDATED FINANCI AL STATEMENTS
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CONSOLIDATED STATEMENTS OF INCOME

FOR THE YEARS ENDED DECEMBER 31, 2011 AND 2010

(Amounts expressed in thousands of Turkish LiréRYT) unless otherwise indicated.)

Notes 2011 2010

Net sales 23 8,437,239 6,936,420
Cost of sales 23 (5,897,009) (4,868,473)
Gross profit 2,540,230 2,067,947
Marketing, selling and distribution expenses 24 AT4,254) (1,161,489)
General administrative expenses 24 (342,572) (339,3
Research and development expenses 24 (64,847) 20,5
Other income 26 60,194 130,416
Other expenses 26 (72,857) (58,341)
Operating profit 645,894 637,650
Income from associates (net) 12 28,378 11,907
Financial income 27 415,558 287,046
Financial expenses 28 (474,421) (279,965)
Income before tax 615,409 656,638
Income tax expense

- Taxes on income 29 (71,996) (83,492)

- Deferred tax expense 29 (2,326) (23,899)
Net income 541,087 549,247
Attributable to:
Non-controlling interest 34,581 32,154
Equity holders of the parent 506,506 517,093
Earnings per share (Kr) 30 0.750 0.765

The accompanying notes form an integral part afeteonsolidated financial statements.
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(CONVENIENCE TRANSLATION INTO ENGLISH OF CONSOLIDATED FINANCI AL STATEMENTS
ORIGINALLY ISSUED IN TURKISH — SEE NOTE 2.5)
ARCELIK ANONIM SIRKET1
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2011 AND 2010
(Amounts expressed in thousands of Turkish LiréRYT) unless otherwise indicated.)
2011 2010
Net income for the year 541,087 549,247
Other comprehensive income:
Fair value (decrease)/increase on financial assets (167,280) 262,865
Tax effect 8,364 (13,143)
(158,916) 249,722
Foreign currency hedge of net investments in foreigerations (59,205) (12,171)
Tax effect 11,841 2,434
(47,364) (9,737)
Share of other comprehensive income of associates , 1511 -
1,151 -
Cash flow hedges (20,965) 789
Less: transfers to carrying amounts of hedged ii@ose 3) 20,965 -
Tax effect - (158)
- 631
Tax effect of amortization calculated over intangiassets
revaluation increases 423 363
Currency translation differences 169,351 (16,251)
Reclassification:
Cash flow hedges (net) (271) (360)
Other comprehensive income/(loss) (net of tax) (326) 224,368
Total comprehensive income 505,461 773,615
Attributable to:
Non-controlling interest 51,421 32,241
Equity holders of the parent 454,040 741,374

The accompanying notes form an integral part afeteonsolidated financial statements.
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(CONVENIENCE TRANSLATION INTO ENGLISH OF CONSOLIDAT ED FINANCIAL STATEMENTS ORIGINALLY ISSUED IN TURKIS H - SEE NOTE 2.5)
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CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2011 AND 2010

(Amounts expressed in thousands of Turkish Lird&R(¥T) unless otherwise indicated.)

Contribution Net Equity
Adjustment Currency to shareholders’ income holders Non-
Paid-in to share Share  Revaluation Restricted translation equity due to Retained for the of the controlling Total
capital capital premium funds reserves differences merger earnings period parent interest equity
As of January 1,2010 675,728 468,811 880 283,558 161,824 35,137 14,507 574,257 485,410 2,700,121 43,382 2,743,503
Comprehensive income
Net income for the period . 517.093 517,003 32,154 549247
Other comprehensive income
Fair value gains on financial assets (net) 249722 - 249,722 240,722
Cash flow hedges (net) 271 - 271 271
Foreign currency hedge of net mvestments
m foreign operations (net) (9.737) (9,737) (9,737)
Tax effect of amortisation calculated over
intangible assets revaluation increases 363 - - - - 363 - 363
Currency translation differences - - - (10,786) (5.552) - (16,338) 87 (16,251)
Total other comprehensive income - - - 220,833 - (5.552) - - - 224,281 87 224,368
Total comprehensive income - - - 220,833 - (5.552) - - 517,003 741,374 32,241 773,615
Transfers - - 485410 (485.410) - -
Amortisation effect of the revaluation
of intangible assets (net) (1.422) - - - 1422 - - - -
Purchase of additional shares in subsidiaries - - - 57 57 (37) -
Dividents paid(Note 30) - - - 6.621 - (106,621) - (100,000) (9384) (109,384)
As of December 31,2010 675.728 468,811 880 511,060 168,445 20,585 14,507 054525 517,003 3,341,552 66,182 3,407,734
As of January 1,2011 675,728 468,811 880 511,969 168,445 20,585 14,507 954,525 517,093 3,341,552 66,182 3,407,734
Comprehensive income
Net income for the period - 306,506 506,506 34,581 541,087
Other comprehensive income
Fair value lossrs on fmancial assets (net) (158.916) - (158,916) (158,916)
Cash flow hedges (net) (271) - (27D 27D
Foreign currency hedge of net mvestments
in foreign operations (net) (47.364) - (47.364) (47,364)
Share of other comprehensive income/(loss)
of associates 1,151 - 1.151 1,151
Tax effect of amortisation calculated over
ntangible assets revaluation increases 423 - - 423 - 423
Currency translation differences 36,174 116337 - 152,511 16,840 169,351
Total other comprehensive income - - - (168.803) - 116,337 - - - (52.460) 16,840 (35,626)
Total comprehensive income - - - (168.803) - 116,337 - - 506,506 454,040 51,421 505,461
Transfers - - - - - - - 517.093 (517,093) - -
Amortisation effect of the revaluation
of intangible assets (net) (1.661) - - 1.661 - - -
Dividents paid(Note 30) - - - - 21,621 - - (271.621) - (250,000) (11,554) (261,554)
As of December 31,2011 675,728 468,811 880 341,505 190,066 145,922 14,507 1,201,658 506,506 3,545,592 106,049 3,651,641

The accompanying notes form an integral part afeleonsolidated financial statements.
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(CONVENIENCE TRANSLATION INTO ENGLISH OF CONSOLIDATED FINANCI AL STATEMENTS
ORIGINALLY ISSUED IN TURKISH — SEE NOTE 2.5)
ARCEL iK ANONIM SIRKETI
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2011 AND 2010
(Amounts expressed in thousands of Turkish LiréRYT) unless otherwise indicated.)
Notes 2011 2010

Operating activities:
Income before tax 615,409 656,638
Adjustments to reconcile net cash provided from

operating activities to income before taxes
Changes in provisions 34 111,676 35,773
Depreciation and amortization 25 217,834 192,538
Interest income 27 (35,572) (39,080)
Interest expenses 28 103,530 101,071
Income from associates (net) 12 (28,378) (11,907)
Loss/(gain) from sales of tangible

and intangible assets (net) 26 1,043 (37,310)
Loss from sale of financial assets 19 -
Net cash flow from operating activities

before changes in operating assets and liabibs 985,561 897,723
Changes in operating assets and liabilities (net) 4 3 (1,000,618) 9,067
Corporate taxes paid (70,613) (61,872)
Cash flows from operating activities (85,670) 844,918
Investing activities:
Acquisition of subsidiary, net of cash acquired (502,400) -
Acquisition of tangible and intangible assets (389) (249,365)
Interest received 38,436 39,590
Cash provided from sales of tangible and intangalskets 7,477 53,825
Dividends received 12 5,553 4,472
Cash provided from sales of financial assets 4 -
Cash flows from investing activities (810,447) (15478)
Financing activities:
Proceeds from bank borrowings 1,746,970 1,830,029
Repayment of bank borrowings (656,882) (1,878,675)
Dividends paid (261,554) (109,384)
Interest paid (93,730) (107,174)
Cash flows from financing activities 734,804 (26804)
Currency translation differences (net) 20,900 ,498)
Net (decrease)/ increase in cash and cash equivaken (140,413) 412,942
Cash and cash equivalents at January 1 5 1,313,075 900,133
Cash and cash equivalents at December 31 5 1,172,662 1,313,075

The accompanying notes form an integral part afeteonsolidated financial statements.
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(CONVENIENCE TRANSLATION INTO ENGLISH OF CONSOLIDATED FINANCI AL STATEMENTS
ORIGINALLY ISSUED IN TURKISH — SEE NOTE 2.5)

ARCEL iK ANONiM SiRKET i
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2011 AND 2010

(Amounts expressed in thousands of Turkish LiréRYT) unless otherwise indicated.)

NOTE 1 - GROUP’'S ORGANISATION AND NATURE OF OPERATI ONS

Arcelik Anonim Sirketi (a Turkish corporation - “Argelik” or “the @npany”) and its subsidiaries
(collectively, “the Group”) undertake all commeiciand industrial activities in respect of the
production, sales and marketing, customer serviftsr sales, exportation and importation of
consumer durable goods and consumer electroniesGFbup operates fourteen manufacturing plants
in Turkey, Romania, Russia, China and Republicaft® Africa. The Company is controlled by Kog¢
Holding AS., the parent company, Ko¢ Family and the compamigted by Ko¢ Family (Note 22).

The Company’s head office is located at:
Karagac Caddesi No: 2-6

Sitlice 34445 Beiu

Istanbul / Turkey

The Company is registered to the Capital Marketar8¢*CMB”) and its shares have been quoted on
the Istanbul Stock Exchange (“ISE”) since 1986.D&cember 31, 2011, the publicly quoted shares
are 25.19% of the total shares.

The average number of employees of the Group igeheis 19,136 (2010: 17,931).

Country of
Subsidiaries incorporation  Core Business Nature of business
Continuing operations as of balance sheet date
Ardutch B.V. (“Ardutch”) Netherlands Investment Holding
Ardutch B.V. Taiwan (“Ardutch Taiwan”) Taiwan Pumte Consumer durables/Electronics
Beko A and NZ Pty Ltd. (“Beko Australia™) Australia Sales Consumer durables
Beko Deutschland GmbH (“Beko Deutschland”) Germany Sales Consumer durables/Electronics
Beko Electronics Espafia S.L. (“Beko Espana”) Spain Sales Consumer durables/Electronics
Beko France S.A.S. (Beko France”) France Sales Consumer durables/Electronics
Beko Italy SRL (“Beko Italy”) Italy Sales Consumer durables/Electronics
Beko Llc. (“Beko Russia”) Russia Production/Sales Consumer durables/Electoni
Beko Plc. (“Beko UK") UK Sales Consumer durables/Electronics
Beko Slovakia S.R.O. (“Beko Slovakia”) Slovakia &al Consumer durables/Electronics
Beko S.A. (“Beko Polska”) Poland Sales Consumer durables/Electronics
Beko S.A. Czech Republic (“Beko Czech”) Czech Rdipub Sales Consumer durables/Electronics
Beko Shanghai Trading Company Ltd. (“Beko Shanghai” China Sales Consumer durables/Electronics
Changzhou Beko Electrical Appliances Co. Ltd. (“B&khina”) China Production/Sales Consumer durables
Elektra Bregenz AG (“Elektra Bregenz”) Austria Sale Consumer durables/Electronics
Grundig Multimedia B.V. (“Grundig Multimedia”) Neerlands Investment Holding
Grundig Intermedia GmbH (“Grundig Intermedia”) Gamy Sales Electronics
Grundig Nordic No AS (“Grundig Norway”) Norway Sale Electronics
Grundig Nordic AB. (“Grundig Sweden”) Sweden Sales Electronics
Raupach Wollert GmbH (“Raupach”) Germany Investment Holding
SC Arctic SA (“Arctic”) Romania Production/Sales Consumer durables/Electron
Defy Appliances (Proprietary) Limited (“Defy”) Replic of South Africa Production/Sales Consumer Dilea
Defy Namibia (Proprietary) Limited (“Defy Namibia”) Namibia Sales Consumer Durables
Defy Trust Two (Proprietary) Limited (“Defy Trusti”) Republic of South Africa Investment Real Esta
Kindoc Park (Proprietary) Limited (“Defy Kindoc”) Republic of South Africa Investment Reatdfe



(CONVENIENCE TRANSLATION INTO ENGLISH OF CONSOLIDATED FINANCI AL STATEMENTS
ORIGINALLY ISSUED IN TURKISH — SEE NOTE 2.5)

ARCEL iK ANONiM SiRKET i
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2011 AND 2010

(Amounts expressed in thousands of Turkish LiréRYT) unless otherwise indicated.)

NOTE 1 - GROUP’S ORGANISATION AND NATURE OF OPERATI ONS (Continued)

Country of
Subsidiaries incorporation Core Business Nature of business
Ceased operations as of balance sheet date
Archin Limited (“Archin”) Hong Kong, China
ArcticPro SRL (“ArcticPro”) Romania
Beko Cesko (“Beko Cesko”) Czech Republic
Beko Magyarorszag K.F.T. (“Beko Magyarorszag”) idary
Blomberg Vertriebsgesellschaft GmbH (“Blomberg Vielt”) Germany
Beko S.A. Hungary (“Beko Hungary”) Hungary
Blomberg Werke GmbH (“Blomberg Werke”) Germany
Grundig Ceska Republika S.r.o (“Grundig Ceska”) @&rzRepublic
Grundig Intermedia Ges.m.b.H (“Grundig Austria”) Austria
Grundig Italiana S.p.A. (“Grundig Italy”) Italy
Grundig Magyarorszag Kft. (“Grundig Hungary”) Huary
Grundig Polska Sp. Z o.0. (“Grundig Polska”) Poland
Grundig Portuguesa, Lda (“Grundig Portugal”) Poaiug
Grundig Slovakia s.r.o (“Grunding Slovakia”) Sldia
Ocean Appliances Limited. (“Defy Ocean”) RepuldfcSouth Africa
Carron SA (Proprietary) Limited (“Defy Carron”) Raglic of South Africa
Country of
Associates incorporation Core Business Nature of business
Arcelik-LG Klima Sanayi ve Ticaret A. (“Arcelik-LG") Turkey Production/Sales Consumarredbles
Kog Tuketici Finansmani A. (“Ko¢ Tuketici Finans”) Turkey Finance Consumisiahce
Ram Ds Ticaret AS. (“Ram Ds Ticaret”) Turkey Sales Foreign trade
Tani PazarlamaH.A.S. (“Tani Pazarlama”) Turkey Consultancy Marketimgl @ommunication

NOTE 2 - BASIS OF PRESENTATION OF CONSOLIDATED FINA NCIAL STATEMENTS
2.1 Basis of presentation
Financial reporting standards

The consolidated financial statements of the Grbape been prepared in accordance with the
financial reporting standards published by the CM&mely “CMB Financial Reporting Standards”.
CMB regulated the principles and procedures of gmaon, presentation and announcement of
financial statements prepared by the entities Wittmmuniqué No. XI-29, “Principles of Financial
Reporting in Capital Markets” (“the Communiqué”)c@ording to the Communiqué, entities shall
prepare their financial statements in accordandd Wwiternational Financial Reporting Standards
(“IAS/IFRS™) endorsed by the European Union (“EUUntil the differences of the IAS/IFRS as
endorsed by the European Union from the ones isbyethe International Accounting Standards
Board (“IASB”) are announced by Turkish Accounti§tandards Board (“TASB”), IAS/IFRS issued
by the IASB shall be applied. Accordingly, Turkishccounting Standards/Turkish Financial
Reporting Standards (“TAS/TFRS”) issued by the TABBich are in line with the aforementioned
standards shall be considered.

With the decision taken on 17 March 2005, the CMBaunced that, effective from 1 January 2005,
the application of inflation accounting is no longequired for companies operating in Turkey and
preparing their financial statements in accordamgth CMB Financial Reporting Standards.

Accordingly, IAS 29, “Financial Reporting in Hypafiationary Economies”, issued by the IASB, has
not been applied in the financial statements ferabcounting year commencing from 1 January 2005.



(CONVENIENCE TRANSLATION INTO ENGLISH OF CONSOLIDATED FINANCI AL STATEMENTS
ORIGINALLY ISSUED IN TURKISH — SEE NOTE 2.5)

ARCEL iK ANONiM SiRKET i
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2011 AND 2010

(Amounts expressed in thousands of Turkish LiréRYT) unless otherwise indicated.)

NOTE 2 - BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

As of the date of preparation of these consoliddiieancial statements, the consolidated financial
statements have been prepared within the framewbriCommuniqué Xl, No. 29 and related
promulgations to this Communiqué as issued by tMBCin accordance with the CMB Financial
Reporting Standards which are based on IAS/IFR® ddnsolidated financial statements and the
related notes to them are presented in accordaitbhettve formats recommended by the CMB, with
the announcement dated 14 April 2008 and 9 JarRfdr9, including the compulsory disclosures.

Arcelik maintains its books of account and prepisestatutory financial statements (“Statutory
Financial Statements”) in TRY in accordance witle thurkish Commercial Code (“TCC"), tax
legislation and the Uniform Chart of Accounts igsu®y the Ministry of Finance and accounting
principles issued by the CMB. The foreign Subsidgmaintain their books of account in accordance
with the laws and regulations in force in the cogstin which they are registered. These consdailat
financial statements are based on the statutorprdec with the required adjustments and
reclassifications reflected for the purpose of faesentation in accordance with the CMB Financial
Reporting Standards. These consolidated finantagments have been prepared under the historical
cost convention except for the derivative finangiatruments and financial investments presenteéd a
fair values, and the revaluations as the differdmesveen carrying and fair values of tangible and
intangible assets arisen in the business combirgatio

The new and amended IFRS and International FinanciaReporting Interpretations Committee
("IFRIC") interpretations effective for the financi al period ending at December 31, 2011:

The accounting policies, which are basis of pregent of consolidated financial statements for the
financial period ending at December 31, 2011, aresistent with IFRS and IFRIC interpretations of

the previous financial year except for the new ddéads and interpretation adopted in the periods
beginning on January 1, 2011 summarized below:

. IFRIC 14" IAS 19" - Prepayments of a Minimum Funding Requiestn(Amended)

. IFRIC 19 Extinguishing Financial Liabilities withgsity Instruments

. IAS 32 Financial Instruments: Presentation-Clasaifon on Rights Issues (Amended)
. IAS 24 Related Party Disclosures (Amended)

. Improvements to IFRS’s (May 2010)

Aforementioned new and amended IFRS and IFRICpn¢gaitions do not have any significant impact
on consolidated financial statements of the Group.



(CONVENIENCE TRANSLATION INTO ENGLISH OF CONSOLIDATED FINANCI AL STATEMENTS
ORIGINALLY ISSUED IN TURKISH — SEE NOTE 2.5)

ARCEL iK ANONiM SiRKET i
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2011 AND 2010

(Amounts expressed in thousands of Turkish LiréRYT) unless otherwise indicated.)

NOTE 2 - BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Standards, revisions and interpretations in issue Uit not effective and yet adopted on financial
statements:

Standards, revisions and interpretations in issue not effective and yet adopted on financial
statements are summarized below:

IFRS 9 Financial Instruments — Classification and neasurement

As amended in December 2011, the new standardeistige for annual periods beginning on or after
January 1, 2015. Phase 1 of this new IFRS intraxlnegv requirements for classifying and measuring
financial instruments. The amendments made to IBPRSill mainly affect the classification and
measurement of financial assets and measuremdair afalue option (FVO) liabilities and requires
that the change in fair value of a FVO financiabliity attributable to credit risk is presenteddan
other comprehensive income. Early adoption is peohi This standard has not yet been endorsed by
the EU. The Group is in the process of assessiagnipact of the new standard on the financial
position or performance of the Group.

IAS 12 "Deferred Taxes: Recovery of Underlying Asgs (Amended)"

The amendments are mandatory for annual periodsiieg on or after 1 January 2012, but earlier
application is permitted. IAS 12 has been updabeiddiude i) a rebuttable presumption that deferred
tax on investment property measured using theviine model in IAS 40 should be determined on
the basis that its carrying amount will be recoddfeough sale and ii) a requirement that defetaad

on non-depreciable assets, measured using theuatieal model in IAS 16, should always be
measured on a sale basis. This standard has nbegeat endorsed by the EU. The Group does not
expect that this amendment will have an impacherfinancial statements of the Group.

IFRS 7 "Financial Instruments — Disclosures as parbf its comprehensive review of off balance
sheet activities (Amended)”

Effective for annual periods beginning on or afiety 1, 2011. This amendment allows users of
financial statements to improve their understandihgransfer transactions of financial assets (e.g.
securitizations), including understanding the guaeseffects of any risks that may remain with the
entity which transferred the assets. The amendnaésd requires additional disclosures if a
disproportionate amount of transfer transactioesumdertaken around the end of a reporting period.
This standard has not yet been endorsed by theTk& Group does not expect that this amendment
will have an impact on the financial statementthefGroup.

IFRS 7 Financial Instruments: Disclosures - Offsethg Financial Assets and Financial Liabilities
(Amended)

New disclosures would provide users of financtatesnents with information that is useful in (a)
evaluating the effect or potential effect of najtiarangements on an entity’s financial positiod an
(b) analysing and comparing financial statemenespgred in accordance with IFRSs and other
generally accepted accounting standards. This atdnigas not yet been endorsed by the EU. The
amendments are to be retrospectively applied foualnperiods beginning on or after January 1, 2013
and interim periods within those annual periodse Bmendment affects disclosures only and will
have no impact on the financial statements of treu
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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NOTE 2 - BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

IFRS 10 " Consolidated Financial Statements”

The standard is effective for annual periods bdggnon or after January 1, 2013 and is applied on a
modified retrospective basis. This new Standard beagdopted early, but IFRS 11 Joint
Arrangements and IFRS 12 Disclosure of Interes@tirer Entities should be also adopted early.

IFRS 10 replaces the portion of IAS 27 Consolidated Separate Financial Statements that addresses
the accounting for consolidated financial statemefAtnew definition of control is introduced, which

is used to determine which entities are consoldialdis is a principle based standard and require
preparers of financial statements to exercise fiogmt judgment. This standard has not yet been
endorsed by the EU. The Group does not expectthiminew standard will have an impact on the
financial statements of the Group.

IFRS 11 Joint Arrangements

The standard is effective for annual periods bagmon or after January 1, 2013 and is applied on a
modified retrospective basis. This new Standard eyadopted early, but IFRS 10 Consolidated
Financial Statements and IFRS 12 Disclosure ofrésts in Other Entities should be also adopted
early and retrospective application is required.

The standard describes the accounting for jointtures and joint operations with joint control.
Among other changes introduced, under the new atdngroportionate consolidation is not permitted
for joint ventures. This standard has not yet bamiorsed by the EU. The Group does not expect that
this new standard will have an impact on the fiarstatements of the Group.

IFRS 12 " Disclosure of Interests in Other Entities"

The standard is effective for annual periods bdgmon or after January 1, 2013 and are applied on
modified retrospective basis. This new Standard eyadopted early, but IFRS 10 Consolidated
Financial Statements and IFRS 11 Joint Arrangenshis|d be also adopted early and retrospective
application is required.

IFRS 12 includes all of the disclosures that wemrvipusly in IAS 27 Consolidated and Separate
Financial Statements related to consolidated firsdustatements, as well as all of the disclosunes t
were previously included in IAS 31 Interests innldfentures and IAS 28 Investment in Associates.
These disclosures relate to an entity’s interestsubsidiaries, joint arrangements, associates and
structured entities. This standard has not yet leeelorsed by the EU. The Group is assessing the
impact of the new standard.

UFRS 13 " Fair Value Measurement”

The new standard provides guidance on how to medaurvalue under IFRS but does not change
when an entity is required to use fair value. laisingle source of guidance under IFRS for afl fai
value measurements. The new standard also brings digclosure requirements for fair value
measurements. IFRS 13 is mandatory for annual geebeginning on or after 1 January 2013 and will
be adopted prospectively. Early application is pget. The new disclosures are only required for
periods beginning after IFRS 13 is adopted — thatdmparative disclosures for prior periods ate no
required. This standard has not yet been endonrséltelEU. The Group is assessing the impact of the
new standard.
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NOTE 2 - BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

IAS 27 " Separate Financial Statements (Amended)”

As a consequential amendment to IFRS 10 and IFR$h&2IASB also amended IAS 27, which is
now limited to accounting for subsidiaries, jointtpntrolled entities, and associates in separate
financial statements. Transitional requirementhed amendment is similar to IFRS 10. This standard
has not yet been endorsed by the EU. The Group mlateexpect that this amendment will have an
impact on the financial statements of the Group.

IAS 28 " Investments in Associates and Joint Ventwes (Amended)”

As a consequential amendment to IFRS 11 and IFR$h&2ASB also amended IAS 28, which has
been renamed IAS 28 Investments in Associates @nt \entures, to describe the application of the
equity method to investments in joint ventures didigion to associates. Transitional requirement of
this amendment is similar to IFRS 11. This standeasl not yet been endorsed by the EU. The Group
does not expect that this amendment will have gragnhon the financial statements of the Group.

IAS 32 Financial Instruments: Presentation - Offsding Financial Assets and Financial liabilities
(Amended)

The amendments clarify the meaning of “currentlg hdegally enforceable right to set-off” and also
clarify the application of the IAS 32 offsettingteria to settlement systems (such as centraliolgar
house systems) which apply gross settlement mesinarthat are not simultaneous. This standard has
not yet been endorsed by the EU. These amendmentt de retrospectively applied for annual
periods beginning on or after January 1, 2014. Greup does not expect that these amendments will
have significant impact on the financial statemerfithe Group.

IAS 19 " Employee Benefits (Amended)”

Amended standard is effective for annual periodsifmeng on or after January 1, 2013, with earlier
application permitted. With very few exceptionsrospective application is required. Numerous
changes or clarifications are made under the antes@d@dard. Among there numerous amendments,
the most important changes are removing the carritichanism and making the distinction between
short-term and other long-term employee benefitetiaon expected timing of settlement rather than
employee entitlement. This standard has not yet bedorsed by the EU. The Group is assessing the
impact of the amendment.

IAS 1 " Presentation of Financial Statements (Amened)”

The amendments are effective for annual periodsbagy on or after July,1 2012. The amendments
to IAS 1 change only the grouping of items presgimeother comprehensive income. Items that could
be reclassified (or ‘recycled’) to profit or lostsaafuture point in time would be presented sepéyat
from items which will never be reclassified. Thiaregdard has not yet been endorsed by the EU. The
amendment will only affect the basis of presentatind the Group does not expect that this
amendment will have an impact on its financial posior performance.
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NOTE 2 - BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Functional and presentation currency

Items included in the financial statements of eathhe Group’s entities are measured using the
currency of the primary economic environment in athithe entity operates (‘the functional
currency’). The consolidated financial statements presented in TRY, which is the functional
currency of Arcelik and the presentation currentcghe Group.

Financial statements of subsidiaries operating inauntries other than Turkey

Financial statements of subsidiaries operatingoimtries other than Turkey are adjusted to the CMB
Financial Reporting Standards to reflect the prgpesentation and content. Subsidiaries’ assets and
liabilities are translated into TRY from the forgigxchange rate at the balance sheet date andéncom
and expenses are translated into TRY at the avdagen exchange rate. Exchange differences
arising from the translation of the opening neetsand differences between the average and balance
sheet date rates are included in the “currenclasion difference” under the shareholders’ equity.

Consolidation principles

(@) The consolidated financial statements includeatteunts of the parent company, Arcelik, and
its Subsidiaries and Associates on the basis deinaections (b) to (f) below. The financial
statements of the companies included in the catestodin have been prepared as of the date of
the consolidated financial statements and are basdtie statutory records with adjustments
and reclassifications for the purpose of presemain conformity with CMB Financial
Reporting Standards and applying uniform accourgimigcies and presentations.

(b) Subsidiaries are companies over which Arcelik hapability to control the financial and
operating policies for the benefit of Arcelik, eth(a) through the power to exercise more than
50% of the voting rights relating to shares in tmenpanies owned directly and indirectly by
itself; or (b) although not having the power to rei®e more than 50% of the voting rights,
otherwise having the power to exercise control ¢herfinancial and operating policies.

(c) Subsidiaries are consolidated from the date ortwtiie control is transferred to the Group and
are no longer consolidated from the date that timérol ceases.

The balance sheets and statements of income dbubeidiaries are consolidated on a line-by-line
basis and the carrying value of the investment tgldArcelik and its Subsidiaries is eliminated
against the related shareholders’ equity. Interanggransactions and balances between Arcelik and
its Subsidiaries are eliminated on consolidatione Tost of, and the dividends arising from, shares
held by Arcelik in its Subsidiaries are eliminatiedm shareholders’ equity and income for the year,
respectively.
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NOTE 2 - BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

The table below sets out all Subsidiaries includettie scope of consolidation and discloses thesct
?n()j indirect ownership, which are identical to tlegionomic interests, at December 31, 2011 and 2010
%):

December 31, 2011 December 31, 2010
Ownership Effective  Ownership Effective

interest  shareholding interest shareholding
Archin 100.00 100.00 100.00 100.00
Arctic 96.71 96.71 96.71 96.71
Avrctic Pro 100.00 100.00 100.00 100.00
Ardutch 100.00 100.00 100.00 100.00
Ardutch Taiwan?) 100.00 100.00 - -
Bekodutch B.V. ("Bekodutch"f) - - 100.00 100.00
Beko Australiat) 100.00 100.00 - -
Beko Cesko 100.00 100.00 100.00 100.00
Beko China 100.00 100.00 100.00 100.00
Beko Czech 100.00 100.00 100.00 100.00
Beko Deutschland 100.00 100.00 100.00 100.00
Beko Elektronik Llc ("Beko Elektronik Russia‘d)( - - 100.00 100.00
Beko Espana 100.00 100.00 100.00 100.00
Beko France 100.00 100.00 100.00 100.00
Beko Hungary 100.00 100.00 100.00 100.00
Beko Italy 100.00 100.00 100.00 100.00
Beko Magyarorszag 100.00 100.00 100.00 100.00
Beko Polska 100.00 100.00 100.00 100.00
Beko Russia 100.00 100.00 100.00 100.00
Beko Slovakia 100.00 100.00 100.00 100.00
Beko Shanghai 100.00 100.00 100.00 100.00
Beko UK (4) 50.00 50.00 50.00 50.00
Blomberg Vertrieb 100.00 100.00 100.00 100.00
Defy ©) 100.00 100.00 - -
Defy Carron ? 100.00 100.00 - -
Defy Kindoc {) 100.00 100.00 - -
Defy Namibia f) 100.00 100.00 - -
Defy Oceany) 100.00 100.00 - -
Defy Trust Two {) 100.00 100.00 - -
Elektra Bregenz 100.00 100.00 100.00 100.00
Grundig Multimedia 100.00 100.00 100.00 100.00
Grundig Austria 100.00 100.00 100.00 100.00
Grundig Czech Republic 100.00 100.00 100.00 100.00
Grundig Nordic DK A/S (“Grundig Denmark”f) - - 100.00 100.00
Grundig Nordic Fin OY (“Grundig Finland ") - - 100.00 100.00
Grundig Intermedia 100.00 100.00 100.00 100.00
Grundig Italy 100.00 100.00 100.00 100.00
Grundig Hungary 100.00 100.00 100.00 100.00
Grundig Norway 100.00 100.00 100.00 100.00
Grundig Portugal 100.00 100.00 100.00 100.00
Grundig Polska 100.00 100.00 100.00 100.00
Grundig Slovakia 100.00 100.00 100.00 100.00
Grundig Sweden 100.00 100.00 100.00 100.00
Grundig Schweiz AG ("Grundig Switzerland®) ( - - 100.00 100.00
Raupach 100.00 100.00 100.00 100.00

(1) Established in 2011.

(2) Legally merged with Ardutch in 2011.

3) Legally merged with Beko Russia in 2011.

(4) Activities such as appointment of the subsidianganagement or votes of the board of directors antralled by
Arcelik, accordingly the subsidiary has been fulbnsolidated when the shareholding percentage¥%s 50

(5) Acquired in 2011 (Note 3)

(6) Dissolved in 2011.
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NOTE 2 - BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

(d) Associates are companies in which the Group habuable interest of more than 20% and
less than 50% of the ordinary share capital heldHe long-term and over which a significant
influence is exercised. Associates are accountedsiog the equity method.

Unrealised gains on transactions between the Gamgpits associates are eliminated to the
extent of the Group’s interest in the associatée Group ceases to account the associate using
the equity method if it loses the significant idhce or the net investment in the associate
becomes nil, unless it has entered to a liabilita @ommitment. Subsequent to the date of the
caesura of the significant influence, the investimertarried either at fair value when the fair
values can be measured reliably or otherwise &twhben the fair values cannot be reliably
measured.

The table below sets out all Associates and shdwg direct and indirect ownership at
December 31, 2011 and 2010 (%):

2011 2010
Arcelik - LG 45.00 45.00
Koc Tuketici Finans 47.00 47.00
Ram Ds Ticaret 33.50 33.50
Tani Pazarlama 32.00 32.00

(e) Available-for-sale investments, in which the Grcuwgs attributable interests below 20% or in
which a significant influence is not exercised hg Group, that have quoted market prices in
active markets and whose fair values can be rglimglasured are carried at fair value.

()  The non-controlling share in the net assets aswltseof Subsidiaries for the year are separately
classified as non-controlling interest in the cdidsted balance sheets and statements of
income.

Going concern

The Group prepared consolidated financial statesnemt accordance with the going concern
assumption.

Offsetting

Financial assets and liabilities are offset andoregg in the net amount when there is a legally
enforceable right or when there is an intentiosdttle the assets and liabilities on a net basisadise
the assets and settle the liabilities simultangousl

Comparatives and restatement of prior periods’ financial statements
The consolidated financial statements of the Gringlude comparative financial information to
enable the determination of the financial positiand performance. Comparative figures are

reclassified, where necessary, to conform to chang@resentation in the current year consolidated
financial statements and the significant changesaplained.
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NOTE 2 - BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

2.2 Restatement and errors in the accounting policiesral estimates

Any change in the accounting policies resulted frdm first time adoption of a ne
TAS/TFRS is made either retrospectively or prospebt in accordance with the transiti
requirements of TAS/TFRS. Changes without any tt@msrequirement, materiahanges i
accounting policies or material errors are cormictretrospectively by restating the pi
period consolidated financial statemeimftg€hanges in accounting estimates are related toame
period, they are recognised in the period when gésmare applied; if changes in estimates are re
to future periods, they are recognized both inpggod where the change is applied and future ge
prospectively. The estimates used in the preparatib the current year consolidated finan
staements are consistent with those used in the pagpa of annual consolidated financ
statements for the year ended December 31, 20tgpexor the changes explained below in |
2.2.1 and Note 2.2.2.

2.2.1. Changes in estimates used in revenue recdgmi

Sales on credit terms are discounted using an edpute of interest, and the difference betwean fai
value and nominal value of the sales considerasioecognized in the following periods on an actrua
basis as financial income. Applicable for the pasid®eginning on or after January 1, 2011, with the
effect of the declining effective interest ratesnpared to previous periods, sales with the credms
with less than one year, are recognized with namimalues and are not subject to any discounting
due to materiality.

2.2.2 Changes in estimates used in recognition ofaterial and inventory purchases

When the materials constituting the cost of makenal stocks are purchased on credit terms, these
purchases and assets are recognized by discountorgler to eliminate the credit finance part over
the purchase. Applicable for the periods beginmingr after January 1, 2011, purchases of materials
and stocks are accounted for with nominal valued @@ not subject to any discounting due to
materiality.

2.3 Summary of significant accounting policies

Significant accounting policies applied in the @egiion of these consolidated financial statements
are summarized below:

Related parties

For the purpose of these consolidated financiakéstants, shareholders, key management personnel
and Board members, in each case together with thenilies and companies controlled by/or
affiliated with them, associated companies and rotloenpanies within the Ko¢ Holding group are
considered and referred to as related parties (Bjte

The Group recognizes sales and purchases relatesdSobsidiaries made through Rang Dicaret as
intra-group transactions; thus these transactiores eliminated in the consolidated financial
statements.
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NOTE 2 - BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Trade receivables

Trade receivables that are created by the Grouwdyyof providing goods or services directly to a
debtor are carried at amortised cost. Receivabitssiiort-term maturities which have no predefined
interest rate are measured at the original inveiceunt unless the effect of imputed interest is
significant (Note 9).

A doubtful receivable provision for trade receiveis established if there is objective evideneg th
the Group will not be able to collect all amountsed The amount of provision is the difference
between the carrying amount and the recoverablauatnbeing the present value of all cash flows,
including amounts recoverable from guarantees avithteral, discounted based on the original
effective interest rate of the originated receiealat inception.

If the amount of the impairment subsequently desgeadue to an event occurring after the write-
down, the collection amount is decreased from thebtful receivable provisions and recorded as
other income (Note 26).

Inventories

Inventories are valued at the lower of cost or reslizable value. The cost of inventories is
determined on the weighted average basis for eath@se. Cost elements included in inventories are
materials, labour and factory overheads. The cbdboorowings is not included in the costs of
inventories Net realizable value is the estimatting price in the ordinary course of businesssle
the costs of completion and estimated costs to rtieksale (Note 11).

Financial investments
Classification

The Group classifies its financial assets in theviong categories: financial assets at fair vatu®ugh
profit or loss, loans and receivables and avaitdtsale investments. The classification depemdthe
purpose for which the financial assets were acduiddanagement determines the classification of its
financial assets at initial recognition.

(@) Loans and receivables

Loans and receivables are non-derivative finarasakts with fixed or determinable payments that are
not quoted in an active market. They are inclugedurrent assets, except for maturities more than12
months after the balance sheet date. Those withritied more than 12 months are classified as non-
current assets. The Group’s loans and receivaldegprise “trade receivables” and "cash and cash
equivalents” in the balance sheet.
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NOTE 2 - BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

(b)  Available-for-sale financial assets

Available-for-sale financial assets are non-denafinancial assets that are either designatetim
category or not classified in any of the other gatees. They are included in non-current assetsssnl
management intends to dispose of the related imesgt within 12 months of the balance sheet date.

(c) Financial assets at fair value through profit o loss - Derivative financial instruments

Derivative financial instruments are initially regozed at the acquisition cost reflecting the Yailue on

the date on which a derivative contract is entenéal and are subsequently remeasured at fair value.
Derivatives are carried as financial assets wherfin value is positive and as financial liabdgiwhen

the fair value is negative.

Any gains or losses arising from changes in faluean derivatives are taken directly to the income
statement, except for the effective portion of déml hedges.

Derivative financial instruments held for trading

The Group uses trading derivatives such as forwarcency contracts and foreign currency swaps.
Although these derivative instruments provide dffec economic hedges for the Group, as such
derivatives do not meet the criteria for hedge antiag they have been accounted as derivative
financial instruments held for trading in the cdigated financial statements. Any gains or losses
arising from changes in fair value on these derreatare taken directly to the consolidated income
statement.

Cash flow hedge

The Group designated various derivative finanoigitacts as a cash flow hedge against any gains or
losses arising from price and foreign currencygigkich may affect income statement in possible

cash outflows resulting from commodity purchase ahdre purchase in scope of acquisition at the
date of contracts.

The effective portion of the gain or loss on thelding instrument is recognized directly as other
comprehensive income in the cash flow hedge reséflleere the forecasted transaction or firm

commitment results in the recognition of a nondficial asset or a liability, the gains and losses
previously booked under equity are transferred femuity and included in the initial measurement of

the cost of acquisition of the asset or liabili@therwise, amounts accounted for under equity are
transferred to the consolidated statement of incanteclassified as income or expense in the period
in which the hedged item affects the statememadme.

If the forecast transaction or firm commitment &laonger expected to occur, the cumulative gain or
loss previously recognized in equity are transféteethe income statement. If the hedging instrumen
expires or is sold, terminated or exercised witheglacement or rollover, or if its designationaas
hedge is revoked, any cumulative gain or loss ptesly recognized in other comprehensive income
remains in other comprehensive income until thedast transaction or firm commitment affects
profit or loss.
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NOTE 2 - BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Foreign currency hedge of net investments in foreigoperations

Gains or losses on the hedging instrument reldtnthe effective portion of the foreign currency
hedge of net investments in foreign operationsrecegnized as other comprehensive income while
any gains or losses relating to the ineffectiveiporare recognized in the income statement. The ga
or loss on the hedging instruments that has bemygnézed directly in equity is transferred to in@m
statement on the disposal of the foreign opergtimie 32).

Cash and cash equivalents

Cash and cash equivalents includes cash in haposiie held at call with banks, other short-term
highly liquid investments with original maturitie$ three months or less (Note 5). For the purpdse o
consolidated statatements of cash flows, cash asld @quivalents includes cash and cash equivalents
with original maturities less than three monthgleding the interest accruals.

Investment properties

Buildings held for rental yields or for capital appiation or both, rather than for use in the potidn or
supply of goods or services or for administrativegoses or sale in the ordinary course of busiaess
classified as “investment property”. Investment pemties are carried at cost less accumulated
depreciation and any accumulated impairment lodsesstment properties are depreciated with the
straight-line depreciation method over their uskfegls (Note 13).

Investment properties are reviewed for impairmessés. Where the carrying amount of the investment
property is greater than the estimated recoveiablgunt, it is written down to its recoverable antoun
The recoverable amount of the investment properthe higher of discounted net value of future cash
flows from the use of the related investment priyper fair value less cost to sell.

Property, plant and equipment and related deprecidbn

Property, plant and equipment are carried at aest hccumulated depreciation. Depreciation is
provided on restated amounts of property, planteaqudpment using the straight-line method based on
the estimated useful lives of the assets, exceptlaiod due to their indefinite useful life. The
depreciation periods for property and equipmenticivwtapproximate the economic useful lives of
assets concerned, are as follows:

Land and land improvements 10 - 50 years
Buildings 30 - 50 years
Machinery, equipment and moulds 4 - 25 years
Motor vehicles and fixtures 4 -10 years
Leasehold improvements 3-10 years
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Property, plant and equipment are reviewed for impent losses whenever events or changes in
circumstances indicate that the carrying amount maty be recoverable. An impairment loss is
recognized for the amount by which the carrying am®f the asset exceeds its recoverable amount.
The recoverable amount of the property, plant aqdpenent is the higher of future net cash flows
from the utilisation of this property, plant ancduggment or fair value less cost to sell.

Gains or losses on disposals of property, plantegpipment are included in other income or expense
accounts.

Subsequent costs, such as repairs and maintenapeet oeplacement of tangible assets, are included
in the asset’s carrying amount or recognized agpmrate asset, as appropriate, only when it is
probable that future economic benefits with thenit&ill flow to the company. All other costs are
charged to the statements of income during the@iahyear in which they are incurred (Note 14).

Intangible assets

Intangible assets are comprised of acquired brainddemarks, patents, developments costs and
computer software (Notelb).

a) Brands

Internally generated brand are not recognizedtasgible assets as their costs cannot be distingdis
from the cost of improvement of operations as alethBrands that are acquired separately are
accounted for at their acquisition cost, and brahds are acquired as a part of business combmatio
are accounted for at their fair value at the adtjoisdate in the financial statements.

The Group assessed the useful life of brand adimigesince there is no foreseeable limit to the
period over which a brand is expected to genemteash inflows for the Group.

A brand is not subject to amortisation as it issidared to have an indefinite useful life. A brasd
tested for impairment annually or whenever evenmtglanges in circumstances indicate that the
carrying amount may not be recoverable. An impaitnbess is recognized for the amount when the
carrying amount of the brand exceeds its recoveraimount.

b)  Trademark licenses and patents

Separately acquired trademark licenses and pa&eatsarried at their acquisition costs. Trademark
licenses and patents acquired in a business cotitsin@re accounted for at their fair values at the
acquisition date. Trademarks and licenses havenite fuseful life and are carried at cost less
accumulated amortisation. Amortisation is calcuatising the straight-line method to allocate the
cost of trademarks and licenses over their estunageful lives (five years).

20



(CONVENIENCE TRANSLATION INTO ENGLISH OF CONSOLIDATED FINANCI AL STATEMENTS
ORIGINALLY ISSUED IN TURKISH — SEE NOTE 2.5)

ARCEL iK ANONiM SiRKET i
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2011 AND 2010

(Amounts expressed in thousands of Turkish LiréRYT) unless otherwise indicated.)

NOTE 2 - BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

c) Development costs

Costs incurred on development projects relatindpéodesign and testing of new or improved products
are recognized as intangible assets when it isgitelithat the project will be a success considetsng
commercial and technological feasibility, and oaifilhe cost can be measured reliably. Other rebearc
and development expenditures are recognized agmange as incurred. Development expenditures
previously recognized as an expense cannot bemgauhas an asset in a subsequent period.

Development costs that have been capitalised arertised from the commencement of the
commercial production of the product on a strailgig-basis from two to ten years.

d)  Computer software and rights

Computer software and rights are recognized at theguisition cost. They are amortised on a
straight-line basis over their estimated usefuledivand carried at cost less accumulated
amortisation.Their estimated useful lives are 4/4ars.

Business combinations and goodwiill

A business combination is evaluated as the brintpggther of separate entities or businesses im0 o
reporting entity.

Business combinations realized before January 1) B@ve been accounted for by using the purchase
method in the scope of IFRS 3 “Business combinatiqmior to amendment. The cost of a business
combination is the fair values, at the date of exgje, of assets given, liabilities incurred or el

and equity instruments issued by the acquirerxaha&nge for control of the acquiree and in addjtion
any costs directly attributable to the businesshmoation. If a business combination contract inelid
clauses that enable adjustments in the cost ofméssi combination depending on events after
acquisition date; in case the adjustment is mebkurand more probable than not, than cost of
business combination at acquisition date is adjuste

Any excess of the cost of acquisition over the aegs interest in the net fair value of the aceeis
identifiable assets, liabilities and contingenbiliies is accounted for as goodwill in the condated
financial statements.

Goodwill recognized in business combinations iset$or impairment annually (as of December 31)
or more frequently if events or changes in circamsés indicate impairment, instead of amortization
(Note 3, 16). Impairment losses on goodwill arenestrsed. Goodwill is allocated to cash-generating
units for the purpose of impairment testing.

Any excess of the Group’s share in the net faiueabf the identifiable assets, liabilities and

contingent liabilities over the cost of the buss@®mbination is accounted for as income in the
related period.
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NOTE 2 - BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

In business combinations involving entities undammon control, assets and liabilities subject to a
business combination are recognized at their gagryamounts in the consolidated financial
statements. In addition, statements of income ansalidated from the beginning of the financialryea
in which the business combination takes place. I8ityj comparative consolidated financial
statements are restated retrospectively for companurposes. As a result of these transactions, no
goodwill is recognized. The difference arising imetelimination of the carrying value of the
investment held and share capital of the acquidpany is directly accounted under “effect of
transactions under common control” in retained iegs

Fair value changes of contingent consideration dhniae from business combinations occured before
January 1, 2010 are adjusted against goodwill.

IFRS 3 “Business Combinations”, which is effectfee the periods beginning January 1, 2011, is
applied for business combinations realized in 2011.

The revised IFRS 3 introduces a number of changetheé accounting for business combinations
which will impact the amount of goodwill recognizetthe reported results in the period that an
acquisition occurs, and future reported resultshSchanges include the expensing of acquisition-
related costs and recognizing subsequent chandas wralue of contingent consideration in the firof
or loss (rather than by adjusting goodwill).

Financial Leases

(1) The Group as the lessee

Finance leases

Assets acquired under finance lease agreementapitalised at the inception of the lease at tlire fa
value of the leased asset, net of grants and &itsrreceivable, or at the present value of thede
payment, whichever is the lower. Lease paymentsti@eed as comprising capital and interest
elements, the capital element is treated as regubim capitalised obligation under the lease aed th
interest element is charged as expense to the libatsal statement of income. Depreciation on the
relevant asset is also charged to the consolidastement of income over its useful life.

Operational leases

Leases where a significant portion of the risks savaards of ownership are retained by the lessor ar

classified as operating leases. Payments made wpmenating leases are charged to the income
statement on a straight-line basis over the paridde lease.
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NOTE 2 - BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

(2) The Group as the lessor
Operational leases

Assets leased out under operating leases arefiddsander property, plant and equipment in the
consolidated balance sheet and rental income égnézed on a straight-line basis over the leasa.ter

Financial liabilities and borrowing costs

Borrowings are recognized initially at the proceedseived, net of transaction costs incurred.
Borrowings are subsequently stated at amortisedusiisg the effective yield method; any difference
between proceeds, net of transaction costs, andethemption value is recognized in the income
statement over the period of the borrowi ngs. Beimg costs are charged to the income statement
when they are incurred (Note 7). Borrowings aregifeed as current liabilities unless the Group has
an unconditional right to defer settlement of tiadility for at least 12 months after the balanbeet
date.

Current and deferred income tax

The tax expense for the year comprises currentdeferred tax. Tax is recognized in the income
statement, except to the extent that it relatdgetas recognized directly in equity. In such céke,
tax is also recognized in shareholders’ equity.

The current income tax charge is calculated in @zowe with the tax laws enacted or substantively
enacted at the balance sheet date in the counthiese the subsidiaries of the Group operate.

Deferred income tax is provided in full, using ttability method, on all temporary differences arg
between the tax bases of assets and liabilitiestta#id carrying values in the consolidated finahcia
statements. Currently enacted tax rates are useetéomine deferred income tax at the balance sheet
date (Note 29).

The principal temporary differences arise from therying values of property, plant and equipment
and available-for-sale-investments and their hisabrcosts, various provisions and unused tax
allowances and exemptions.

Deferred tax liabilities are recognized for alldble temporary differences, where deferred taxtaisse
resulting from deductible temporary differences sreognized to the extent that it is probable that
future taxable profit will be available against wiithe deductible temporary difference can be
utilised.

Deferred tax assets and deferred tax liabilitiesadfset, if a legally enforceable right existssei off

current tax assets against current tax liabilittes] deferred taxes relate to the same taxablty emil
the same taxation authority.
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NOTE 2 - BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Deferred tax relating to items recognized direittlgquity is recognized in equity.

The Company recognises deferred tax asset for ealliatible temporary differences arising from
investments in subsidiaries, to the extent that,amy to the extent that, it is probable that:

. the temporary difference will reverse in the foesgde future; and
. taxable profit will be available against which teenporary difference can be utilised.

The Company recognises deferred tax liability fbrt@xable temporary differences associated with
investments in subsidiaries except to the extextlibth of the following conditions are satisfied:

. the parent is able to control the timing of thearsal of the temporary difference; and
. it is probable that the temporary difference wit reverse in the foreseeable future.

Trade payables

Trade payables are recognized initially at fairugabnd subsequently measured at amortised cost
using the effective interest method.

Employment termination benefits

Employment termination benefits, as required byThekish Labour Law and the laws applicable in
the countries where the subsidiaries operate, septehe estimated present value of the total veser
of the future probable obligation of the Companigiag in case of the retirement of the employees,
termination of employment without due cause, callrhilitary service, be retired or death upon the
completion of a minimum one year service (Note Eopvision which is allocated by using defined
benefit pension’s current value is calculated bypgiprescribed liability method. All actuarial pitsf
and losses are recognized in consolidated statsroéiicome.

Foreign currency transactions

Transactions in foreign currencies during the pkrmve been translated at the exchange rates
prevailing at the dates of the transactions. Magetssets and liabilities denominated in foreign
currencies have been translated into TRY at théange rates prevailing at the balance sheet dates.
Exchange gain or losses arising from the settleraadt translation of foreign currency items have
been included under financial income and expenséisel consolidated statements of income, except
for the effective portion of the foreign currencedge of net investments in foreign operations.
Non-monetary items which are denominated in foraigrmrency and measured with historical costs
are translated using the exchange rates at the dfieitial transactions.
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NOTE 2 - BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Revenue recognition

Revenues are recognized on an accrual basis daithealues incurred or to be incurred when the
goods are delivered, the risks and rewards of ostmigiof the goods are transferred, when the amount
of revenue can be reliably measured and it is fiebthat the future economic benefits associated
with the transaction will flow to the entity. Neales represent the fair value of goods shipped less
actual and estimated sales discounts and retuales $axes such as Value Added Taxes (“VAT”)
excluded from revenue.

Incentives for investments, research and developmeactivities

Gains arising from incentives for investment anseegch and development activities are recognized
when there is a reasonable assurance for the aegaesmditions to be fulfilled and incentive to be
acquired by the Group. Vested government grantsedeiged with expense or capitalization realized in
previous accounting periods, recognized in incotatment when collectible.

Dividends

Dividends receivable are recognized as income @ phriod when they are declared. Dividends
payable are recognized as an appropriation of tpiofithe period in which they are declared
(Note 22).

Paid-in capital

Ordinary shares are classified as equity. Increatesusts directly attributable to the issue of new
shares or options are shown in equity as a dedygtat of tax, from the proceeds.

Share premium

Share premium represents differences resulting filoensale of the Company’s Subsidiaries’ and
Associates’ shares at a price exceeding the fdoe wd those shares or differences between the face
value and the fair value of shares issued for aeduiompanies.

Provisions

Provisions are recognized when the Group has @mirésgal or constructive obligation as a result of
past events, it is probable that an outflow of ueses will be required to settle the obligationd an

reliable estimate of the amount can be made. Nagpom is recognized for operating losses expeicted
later periods.
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NOTE 2 - BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Warranty expenses

Warranty expenses includes repair and maintenarpenses for products sold and labour and
material costs of authorised services'for produgtder the scope of the warranty terms without any
charge to the customers. Based on estimations psisigstatistical information warranty services and
returns of products, warranty expenses are recedtfir the products sold in the period for possible
utilizations of warranties in the following futuperiods (Note 19).

Assembly Provisions

As a result of forecasts that are based on pasfriexge and future expectations, Assembly provssion
expenses are recognized in the period, which tbdugts are sold to dealers but not yet installed in
the sites of the end customers, against the céstguwe free of charge aforementioned installments
(Note 19).

Contingent assets and liabilities

Possible assets or obligations that arise fromeasits and whose existence will be confirmed bgly
the occurrence or non-occurrence of one or morertain future events not wholly within the contobl
the Group are not included in the consolidatedniira statements and are disclosed as contingsetsas
or liabilities (Note 18).

Earnings per share

Earnings per share presented in the consolidasgdnsnt of income are determined by dividing
consolidated net income attributable to that clafsshares by the weighted average number of such
shares outstanding during the year concerned.

In Turkey, companies can increase their shareatdpitmaking a pro-rata distribution of shares (ib®
shares”) to existing shareholders from retaineahiegs or inflation adjustments. For the purpose of
earnings per share computations, the weighted g&enamber of shares outstanding during the year has
been adjusted in respect of bonus shares issubduid corresponding change in resources by giving
them retroactive effect for the year in which tare issued and for each earlier period.

Segment reporting

Operating segments are reported in a manner censigith the internal reporting provided to the
chief operating decision maker. The chief operatlagision-maker, who is responsible for allocating
resources and assessing the performance of thatimgesegments, has been identified as the steering
committee that makes strategic decisions. BoarDigctors has been identified as the component
authority to decide on the operations of the enitipote 4)
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NOTE 2 - BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Reporting of cash flows

In the consolidated statements of cash flows, fasls are classified and reported according torthei
operating, investing and financing activities.

2.4 Critical accounting estimates, judgments, andssumptions

The preparation of consolidated financial statemeatjuires estimates and assumptions to be made
regarding the amounts for the assets and lialsilatethe balance sheet date, and explanation&dor t
contingent assets and liabilities as well as theuwnts of income and expenses realised in the
reporting period. The Group makes estimates anghgs#sons concerning the future. The accounting
estimates and assumptions, by definition, may moedpal the related actual results. The estimates
and assumptions that may cause a material adjustméme carrying amounts of assets and liabilities
within the next financial year are addressed below:

Impairment test for intangible assets which hawkefmite useful lives and goodwill:

In accordance with the accounting policy for theamgible assets which have indefinite useful lives
and goodwill stated in Note 2.3, these assetseaiewed for impairment annually or whenever events
or changes in circumstances indicate impairmerthbyGroup. The recoverable amounts of the cash-
generating units are determined using the methbudaloe in use and royalty relief. Certain estinsate
were used in these calculations (Notes 15 andldfairment was not identified as a result of these
tests.

The fair value of the available-for-sale financesets:

The fair value of the available-for-sale finandiatruments that are not traded in an active market
have been calculated by using references to thellusive market transactions, the fair values @f th
similar instruments and the discounted cash flowadyais (Note 6).

2.5 Convenience translation into English of consalated financial statements originally issued in
Turkish

The financial reporting standards described in Ntk (defined as CMB Financial Reporting
Standards) to the consolidated financial statemdiffer from International Financial Reporting
Standards (“IFRS”) issued by the International Aguing Standards Board with respect to the
application of inflation accounting for the peridzetween January 1 to December 31, 2005.
Accordingly, the accompanying consolidated finahsi@tements are not intended to present the
consolidated financial position and results of atiens in accordance with IFRS.

27



(CONVENIENCE TRANSLATION INTO ENGLISH OF CONSOLIDATED FINANCI AL STATEMENTS
ORIGINALLY ISSUED IN TURKISH — SEE NOTE 2.5)

ARCEL iK ANONiM SiRKET i
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2011 AND 2010

(Amounts expressed in thousands of Turkish LiréRYT) unless otherwise indicated.)

NOTE 3 - BUSINESS COMBINATIONS

On November 30,2011 the Group has acquired 1008tec$hares of Defy company who owns 100%
shares of Defy Namibia, Defy Trust Two, Defy Kind@efy Ocean, Defy Carron (together be called
as “Defy Group” hereinafter.) Defy Group is located South Africa and its main activities are
production of refrigerators, freezers, dryers, @yaooking appliances and selling and marketing of
all kinds of durable home appliances.

The Group aims to reach a substantial market shaBeib-Saharan Africa with this acquisition that
will contribute to the Group’s goals to grow in exgieg markets. The amount transferred for the
acquisition includes; the synergy that will be t¢ega revenue increase, the future benefits to be
obtained as a result of growth in market and Idbare. These benefits are not recorded apart from
goodwill because they do not meet identifiable ssteria. Since the acquisition includes transfier
control, goodwill is recognized during the acquasit

Total sales consideration and the fair value oét@sand liabilities acquired at the date of actjorsi
are summarized as follows:

Consideration in cash 351,854
Consideration paid against the payables to forinaretholders 150,096
Contingent consideration 2,698
Total consideration transferred 504,648
The effect of cash flow hedges-the effective paortio 20,965
Total consideration 525,613

The fair value amounts of identifiable assets acqred and liabilities assumed:

Cash and cash equivalents 20,515
Derivative financial instruments 974
Trade receivables 131,493
Inventories 88,179
Other assets 971
Tangible assets 51,716
Intangible assets (brand) 230,046
Deferred tax assets 96
Trade payables and other payables (71,074)
Tax provision and other provisions (19,517)
Other liabilities (18,832)
Provisions for employment termination benefits (433)
Deferred tax liabilities (67,916)
Total fair value of identifiable net assets 346,218
Goodwill 179,395
Total consideration 525,613
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NOTE 3 - BUSINESS COMBINATIONS (Continued)

In the consolidated income statement, contributtononsolidated sales by Defy Group after the date
of acquisition is TRY 62,641. In the same periogcleding the effects of inter-company sales
profitability, the contribution by Defy Group to esolidated net profit of Arcelik Group amounts to
TRY 570.

Had the financial statements of Defy Group beersobtated since January 1, 2011, the consolidated
sales of Arcelik Group would have been TRY 9,042,70

As of December 31, 2011, the total amount of adgmiscosts, which is included in the general and
administrative expenses, is TRY 6,498.

The details of cash outflow due to acquisitionasédollows:

Total consideration in cash 522,915
Cash and cash equivalents —acquired (20,515)
Cash outflow due to acquisition of subsidiary (net) 502,400

NOTE 4 - SEGMENT REPORTING

The reportable segments of Arcelik have been osgahby management into white goods and
consumer electronics. White goods reportable segmemprises washing machines, dryers, dish
washers, refrigerators, ovens, cookers and thdcssnprovided for these products. The consumer
goods reportable segment comprises televisionsapitinwith flat screens, computers, cash registers,
other electronic devices, and the services proviedonsumers for these products. Other sales
comprise the revenues from air conditioners, homgliances, and furniture and kitchen gadgets
except products included in white goods and cons@heetronics.

Accounting policies applied by each operationahsegt of Arcelik are the same as those are applied
in Arcelik’'s consolidated financial statements gl in accordance with CMB Financial Reporting
Standards.

Arcelik's reportable segments are strategic busingsts that present various products and services.

Each of these segments is administrated sepamdelyo the necessity of different technologies and
marketing strategies.
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NOTE 4 - SEGMENT REPORTING (Continued)

Gross profitability is evaluated regarding the parfance of the operational segments. Information
about the operational segments is as follows:

a) Operational segments which have been preparaccordance with the reportable segments for
the year ended December 31, 2011 are as follows:

White Consumer

Goods Electronics Other Total
Total segment revenue 5,560,18 1,451,33 1,425,72! 8,437,23
Gross profit 1,829,91 320,51 389,80t 2,540,23!
Depreciation and amortisation 172,48. 41,00¢ 8,85¢ 222,34
Capital expenditures 316,74! 37,27¢ 10,00: 364,02t
Income from associates - - 28,37¢ 28,378

b)  Operational segments which have been prepareccordance with the reportable segments for
the year ended December 31, 2010 are as follows:

White Consumer

Goods Electronics Other Total
Total segment revenue 4,391,62 1,255,58! 1,289,21. 6,936,42
Gross profit 1,587,44 261,77. 218,72¢ 2,067,94
Depreciation and amortisation 144,44; 44,31 7,89( 196,65(
Capital expenditures 214,63l 32,61¢ 6,22¢ 253,47
Income from associates - - 11,90° 11,90°

c) Sales revenue that are grouped geographicallyhforyears ended in December 31, 2011 and
2010 are shown below:

2011 Turkey Europe Other Total
Total segment revenue 3,976,915 3,336,787 231587 8,437,239
Income from associates 28,378 - - 28,378
2010 Turkey Europe Other Total
Total segment revenue 3,417,766 2,669,718 848,936 6,936,42
Income from associates 11,907 - - 11,90
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NOTE 5 - CASH AND CASH EQUIVALENTS

December 31, 2011 December 31, 2010

Cash in hand 309 328
Cash at banks
- demand deposits 90,986 52,587
- time deposits 1,040,416 1,229,706
Cheques and notes 38,044 29,914
Other 2,907 540
Cash and cash equivalents in cash flow statement 1,172,662 1,313,075
Interest income accruals 1,227 4,091
1,173,889 1,317,166

The maturity breakdown of cash and cash equivalsras follows:

Up to 30 days 839,628 887,270
30-90 days 334,261 429,896
1,173,889 1,317,166

NOTE 6 - FINANCIAL INVESTMENTS

Available-for-sale investments

December 31, 2011 December 31,2010

% TRY % TRY
Koc¢ Finansal Hizmetler A. 3.98 489,888 3.98 657,168
Other 1,488 1,511
491,376 658,679

The details of financial investments for the yeaded as of 31 December is as follows:

2011 2010
As of January 1 658,679 395,814
Fair value gains/(losses) (167,280) 262,865
Sale of financial asset (23) -
As of December 31 491,376 658,679
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NOTE 6 - FINANCIAL INVESTMENTS (Continued)

The unrealized loss/gain (net) arising from thengjes in the fair value of the available for sale

investments amounting to TRY 158, 916 (December2810: TRY 249,722), net of deferred tax

effect amounting to TRY 8,364 (December 31, 201®RYT13,143) have been recognized in

consolidated shareholders’ equity under the “reatidn reserves” in the year ended at December 31,
2011.

Available-for-sale investment of the Group includdgres of Ko¢ Finansal HizmetlerSA.as an
unlisted company, which owns the majority sharedolf Yapi ve Kredi Bankasi with 81,80%. Since
the shares of Yap! ve Kredi Bankasi are tradedtanbul Stock Exchange, the fair value of shares of
Ko¢ Finansal Hizmetler has been determined by usigral methods such as the existing market
value of Yapi ve Kredi Bankasi and discounted d¢mstr method and comparisons with recent similar
local or international acquisitions realized. Ire thforementioned discounted cash flow method, US
Dollar based discount rate of 15.4 % has been taiterconsideration.

NOTE 7 - FINANCIAL LIABILITIES

a)  Short-term financial liabilities
December 31, 2011 December 31, 2010

Short-term bank borrowings 1,078,206 599,098
Short-term portion of long-term bank borrowings 0554 239,738
Other 183 384

1,628,943 839,220

As of December 31, 2011, the details of short-tkamk borrowings are as follows:

Effective interest Original TRY

Currency rate per annum (%) currency equivalent
TRY 13.0 - 26,710
EUR 2.1 388,022,169 948,245
RUB 7.3 1,564,499,204 90,976
CNY 6.0 35,056,933 10,570
uSD 0.4 887,118 1,676
RON 6.3 52,422 29

1,078,206
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NOTE 7 - FINANCIAL LIABILITIES (Continued)

As of December 31, 2010, the details of short-teamk borrowings are as follows:

Effective interest Original TRY
Currency rate per annum (%) currency equivalent
TRY - - 11,574
EUR 1.8 267,733,921 548,614
RUB 7.3 578,733,822 29,070
CNY 4.5 40,049,800 9,365
RON 3.6 614,033 291
uUsD 1.0 119,278 184
599,098
b) Long-term financial liabilities
December 31, 2011 December 31, 2010
Long-term bank borrowings 1,528,130 1,218,002
Other 107 70
1,528,237 1,218,072

As of December 31, 2011, the details of the lomgitbank borrowings are as follows:

Effective interest Original TRY

Currency rate per annum (%) currency Equivalent
TRY 11.6 - 505,254
EUR 3.7 419,908,838 1,026,175
uUsD 2.2 127,356,398 240,563
ZAR 7.2 684,257,945 160,246
GBP 3.2 50,204,425 146,446

2,078,684
Less: Short-term portion (550,554)

1,528,130
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NOTE 7 - FINANCIAL LIABILITIES (Continued)

As of December 31, 2010, the details of the lomgitbank borrowings are as follows:

Effective interest Original TRY

Currency rate per annum (%) currency equivalent
TRY 8.3 - 503,404
EUR 2.7 308,180,043 631,492
uUsD 2.3 100,312,500 155,083
GBP 29 50,191,264 119,887
RUB 6.3 953,094,699 47,874

1,457,740
Less: Short-term portion (239,738)

1,218,002

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

December 31, 2011 December 31, 2010

2012 - 489,06.
2013 1,039,370 728,94
2014 488,760 -

1,528,130 1,218,00

The analysis of borrowings in terms of periods neing to contractual repricing dates is as follows:

Up to 6 months 3,156,890 1,929,393
6 - 12 months - 127,445
3,156,890 2,056,83¢
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NOTE 8 - DERIVATIVE FINANCIAL INSTRUMENTS

December 31,2011 December 31,2010
Contract Fair value Contract Fair value
amount  Assets (Liabilities) amount  Assets (Liabities)

Held for trading:
Forward transactions 400,607 2,364 (134) 217,977 817 (207)
Foreign currency

swap contracts 294,270 568 (61) 71,440 29 (32)

Held for hedging:

Commodity swap

- - - 1,414 339 -
contracts

694,877 2,932 (195) 290,831 1,185 (239)

NOTE 9 - TRADE RECEIVABLES AND PAYABLES

December 31, 2011 December 31,2010

Short-term trade receivables

Trade receivables 1,864,092 1,381,506
Notes receivables 1,241,891 961,075
Cheques receivables 165,888 128,754
Due from related parties (Note 31) 23,402 22,869
Short-term trade receivables (gross) 3,295,273 2,494,204
Less: Provision for doubtful receivables (93,579) 11Q,611)
Less: Unearned credit finance income (20,824) E,0
Short-term trade receivables (net) 3,180,870 2,35438

The movements of provision for doubtful receivalftesthe year ended December 31, are as follows:

2011 2010
As of January 1 110,611 107,312
Current year additions (Note 26) 23,326 19,882
Provisions no longer required (Note 26) (1,808) 308)
Write-offs (*) (46,328) (8,847)
Acquisition of subsidiary (Note 3) 241 -
Currency translation differences 7,537 210
As of December 31 93,579 110,611

(*) Doubtful receivables, for which no possibilitf collection is foreseen and no further cash inflare expected, are
written off from the records along with the relaf@dvisions.
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AL STATEMENTS

NOTE 9 - TRADE RECEIVABLES AND PAYABLES (Continued)

December 31, 2011 December 31, 2010

Long-term trade receivables

Trade receivables 16,018 12,461
16,018 12,461
Short-term trade payables
Trade payables 1,127,816 787,755
Due to related parties (Note 31) 133,283 186,003
Unearned credit finance charges (11,568) (4,796)
1,249,531 968,962

NOTE 10 - OTHER PAYABLES

December 31, 2011 December 31, 2010

Other payables

Taxes and duties payable 1226 81,002

Payables to personnel 51,655 38,768

Deposits and guarantees received 6,243 6,140

Other 3,697 3,600
183,691 129,530

NOTE 11 - INVENTORIES

December 31, 2011 December 31, 2010

Raw materials and supplies 783,785 560,738
Work in progress 49,382 37,861
Finished goods 576,128 346,418
Trade goods 184,157 115,087
Inventories (gross) 1,593,452 1,060,104
Less: Provision for impairment on inventories (83,8 (72,578)

Inventories (net) 1,530,141 987,526

There are no inventories pledged as security &hillties (December 31, 2010: None).

Allocation of the provision for impairment on invenies in terms of inventory type is as follows:

December 31, 2011 December 31, 2010

Raw materials and supplies 55,059 63,734
Finished goods 5,698 6,442
Trade goods 2,554 2,402

63,311 72,578
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NOTE 11 — INVENTORIES (Continued)

The movements of provision for impairment on ineei®s for the years ended December 31, are as

follows:

2011 2010
As of January 1 72,578 98,339
Current year additions (Note 26) 2,182 5,909
Realised due to sales of inventory (13,822) (29,663
Acquisition of subsidiary 802 -
Currency translation differences 1,571 (2,007)
As of December 31 63,311 72,578

NOTE 12 - ASSOCIATES

December 31, 2011

December 31, 2010

% TRY % TRY
Koc Tuketici Finans 47.0 74,287 47.0 62,787
Arcelik-LG 45.0 67,296 45.0 58,778
Ram Dg Ticaret 33.5 13,026 33.5 10,358
Tani Pazarlama 32.0 5,971 32.0 4,681
160,580 136,604
The movements of associates for the years endeehiiier 31, are as follows:
2011 2010
As of January 1 136,604 129,169
Share of income/(loss) 28,378 11,907
Share of other comprehensive income 1,151 -
Dividends received (5,553) (4,472)
As of December 31 160,580 136,604
Share of income/(loss) of associates
2011 2010
Kog¢ Tiketici Finans 15,048 6,954
Arcelik-LG 8,518 852
Ram Ds Ticaret 3,622 3,488
Tani Pazarlama 1,290 613
28,378 11,907
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NOTE 12 — ASSOCIATES (Continued)

Aggregated summary figures of the financial statements of associates

2011 2010
Total assets 1,996,446 1,773,383
Total liabilities 1,631,776 1,463,626
Sales revenues 1,694,374 1,158,449
Net income/(loss) for the year 65,490 29,016
NOTE 13 - INVESTMENT PROPERTIES

2011 2010
As of January 1
Cost 11,441 12,711
Accumulated depreciation (5,961) (6,367)
Net book value 5,480 6,344
Net book value at the beginning of the year 5,480 34
Disposals - (412)
Currency translation differences 1,105 (328)
Current year depreciation (144) (124)
Net book value at the end of the year 6,441 5,480
As of December 31
Cost 13,754 11,441
Accumulated depreciation (7,313) (5,961)
Net book value 6,441 5,480

As of December 31, 2011, the carrying values oéstment properties represent their fair values.
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NOTE 14 - PROPERTY, PLANT AND EQUIPMENT

Currency
January 1, Acquisition translation December 31,
2011 of subsidiary Additions Disposals Transfers differences 2011
Cost
Land 15,628 - 698  (2,464) 532 646 15,040
Land improvements 29,903 - 471 - 2,530 - 32,904
Buildings 505,318 24,352 3,942  (1,837) 1,791 27,761 561,327
Machinery, equipment and
moulds 2,589,939 20,675 48,270 (72,097) 170,697 47,383 2,804,867
Motor vehicles and
fixtures 225,687 4,152 19,743  (4,644) 21,814 6,317 273,069
Leasehold improvements 37,123 47 2,438 - - 882 40,490
Construction in progress 6,942 2,490 203,139 - (197,364) 759 15,966
3,410,540 51,716 278,701 (81,042) - 83,748 3,743,663

Accumulated
depreciation:

Land improvements (16,471) - (1,447) - - - (17,918)
Buildings (160,584) - (11,559) 335 - (5,345) (177,153)
Machinery, equipment and
moulds (1,782,550) - (141,197) 68,273 - (25,050) (1,880,524)
Motor vehicles and
fixtures (166,169) - (19,968) 3,917 - (4,284) (186,504)
Leasehold improvements (32,521) - (1,832) - - (370) (34,723)
(2,158,295) - (176,003) 72,525 - (35,049) (2,296,822)
Net book value 1,252,245 1,446,841

There is no mortgage on property, plant and equiprae of December 31, 2011 (December 31, 2010-
nil).
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NOTE 14 - PROPERTY, PLANT AND EQUIPMENT (Continued)
Currency
January 1, translation =~ December 31,
2010 Additions Disposals  Transfers differences 2010
Cost
Land 16,254 34 (461) - (199) 15,628
Land improvements 28,360 1,571 (28) - - 29,903
Buildings 521,666 938 (22,673) 6,472 (1,085) 508,31
Machinery, equipment
and moulds 2,523,068 25,025 (71,189) 117,425 3909, 2,589,939
Motor vehicles
and fixtures 205,439 23,896 (4,108) 1,614 (1154 225,687
Leasehold improvements 33,422 3,819 (83) - (35) 127,
Construction in progress 4,348 128,339 (99) (12p,51 (135) 6,942
3,332,557 183,622 (98,641) (6,998) 3,410,540
Accumulated depreciation
Land improvements (15,199) (2,300) 28 - - (16,471)
Buildings (163,650) (11,138) 13,136 1,068 (16@)58
Machinery, equipment
and moulds (1,723,570) (128,879) 65,656 - 4,243 (1,782,550)
Motor vehicles
and fixtures (156,586) (13,918) 3,709 - 626 (168)
Leasehold improvements (29,443) (3,129) 44 - 7 53D),
(2,008,448) (158,364) 82,573 5,944 (2,158,295)
Net book value 1,244,109 1,252,245
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AL STATEMENTS

NOTE 15 - INTANGIBLE ASSETS

January 1, Acquisition of

Additions Disposals

Currency

translation December 31,

2011 subsidiary differences 2011
Cost:

Brands 268,489 230,046 - - 49,915 548,450
Development costs 222,802 - 73,115 - - 295,917
Computer software and rights 83,475 - 12,210 (16) 2,471 98,140
;;?gsgark licences and 14,923 - - (159) 2,856 17,620
589,689 230,046 85,325 (175) 55,242 960,127

Accumulated amortization:
Development costs (61,190) - (35,844) - - (97,034)
Computer software and rights (58,850) - (7,010) 13 (978) (66,825)
;;?gﬁgark licences and (8.232) . (3.342) 159 (1759)  (13,174)
(128,272) - (46,196) 172 (2,737) (177,033)
Net book value 461,417 783,094

Currency
Januazr)(l)llé Additions Disposals g?}% Srlgr?(?:s Decemb(;ro?ié,
Cost:

Brands 278,159 - - (9,670) 268,489
Development costs 162,808 59,994 - - 222,802
Computer software and rights 75,377 9,861 (1,605) (158) 83,475
Trademark licences and patents 15,728 - - (805) 14,923
532,072 69,855 (1,605) (10,633) 589,689

Accumulated amortization:
Development costs (31,869)  (29,321) - - (61,190)
Computer software and rights (54,668) (5,952) 1,570 200 (58,850)
Trademark licences and patents (5,542) (2,889) - 199 (8,232)
(92,079) (38,162) 1,570 399 (128,272)
Net book value 439,993 461,417

Brands impairment test

Brands were tested for impairment using the royedtief method as of December 31, 2011. Sales
forecasts which are based on financial plans aggrdy the board of directors covering a three to
five-year period were considered in the determimatf the brand value. Sales forecasts beyond the
three and five-year period are extrapolated wi#@expected growth rate. The estimated royalty
income is calculated by applying the expected 2%%oroyalty rate. The royalty income calculated
with the aforementioned method has been discounittsdd% to 11% discount rates.
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NOTE 16 — GOODWILL

2011 2010

As of January 1 7,190 7,511

Acquisition of subsidiary (Note 3) 179,395 -
Effect of the change in contingent liabilities argsfrom

acquisition of subsidiary (*) (1,596) (108)

Currency translation differences 11,178 (213)

As of December 31 196,167 7,190

(*) Decrease in the contingent liability resultedrh the change in royalty income forecasts are sheil
reciprocally with goodwill in compliance with IFRS® which is effective for the business combinations
performed before January 1, 2010.

Goodwill impairment test

As of December 31, 2011, the carrying value of gathdvas tested for impairment by comparison
with its recoverable amount. The recoverable amovag determined on the basis of value in use
calculations. Pre-tax cash flow projections basedirmancial plans approved by the board of director
covering a five-year period were used in theseutafions. Pre-tax cash flow projections beyond-five
year period are extrapolated by 2.5% expected ¢romies. The estimated cash flows are discounted
to their present values with 9% before tax ratio.

NOTE 17 - GOVERNMENT GRANTS

There are investment incentive certificates to White Company has been entitled by the official
authorities in connection with certain capital exgieures. The grants obtained by the Company in
nature are as follows:

a) 100% exemption from customs duty on machinedyexjuipment to be imported,

b)  Value-added tax exemption with respect to pwselaf investment goods both from domestic
and export markets,

c) Incentives under the jurisdiction of the reshaand development law (100% corporate tax
exemption, Social Security Institution incentives;.),

d) Inward processing permission certificates,

e) Cash refund from TUbitak - Teydeb for researadhdevelopment expenses,

f) Exemption of taxes and funds,

Q) Discounted corporate tax incentive,

h) Insurance premium employer share incentive.

)] Brand support incentive given by Undersecratast Turkey Prime Ministry for Foreign Trade
(known as "Turquality").
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NOTE 17 - GOVERNMENT GRANTS (Continued)
Grants which are accounted for under other incaomasifollows:

i) Research and development incentive premiums takeartain to be taken from Tubitak-Teydep
amounts to TRY 2,065 for year ended December 3111 22010: TRY 5,953).

i) Donation received related to European Uniofi Framework Programme amounts to
TRY 825 (2010: TRY 135).

i)  Brand support incentive received from Undersededtarf Turkey Prime Ministry for Foreign
Trade (known as “Turquality”) amounts to TRY 15,6867 the year ended December 31, 2011
(2010: TRY 23,349).

NOTE 18 - COMMITMENTS, CONTINGENT ASSETS AND LIABIL ITIES

Commitments are as follows:

December 31, December 31,
2011 2010
Operational lease commitments 59,057 41,869

Future minimum rentals payable under non-cancellapérating lease are as follows:

Up to 1 year 14,330 10,972
1-5 years 25,651 13,928
Over 5 years 19,076 16,969

59,057 41,869

The Company has export commitment of USD 1,2447235,n scope of export incentive as of
December 31, 2011 (December 31, 2010: USD 480,63%,7

Derivative Financial Instruments

TRY equivalents of the Group’s foreign exchangechase and sales commitments arising from the
derivative contracts in terms of currencies as @fé&nber 31, 2011 and 2010 are as follows:

Purchase Sales
December 31, 2011 commitments commitments
EUR 79,772 19,550
TRY - 38,916
usD 250,916 5,899
GBP - 102,096
PLN - 26,507
RUB 5,815 95,948
RON 12,273 -
SEK - 39,470
ZAR - 17,715
348,776 346,101
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NOTE 18 - COMMITMENTS, CONTINGENT ASSETS AND LIABIL ITIES (Continued)

Purchase Sales
December 31, 2010 commitments commitments
EUR 93,903 3,396
TRY 23,930 11,830
usD 23,768 -
GBP - 83,601
PLN 2,691 12,935
RUB 713 32,650
145,005 144,412

December 31, 2011 December 31, 2010
Collaterals obtained 1,989,719 1,887,230

Collaterals, pledges and mortgages (“CPM’s”) gibgrthe Group as of December 31, 2011 and 2010
are as follows:

December 31, December 31,

CPM'’s given by the company 2011 2010
A. CPM'’s given on behalf of own corporate entities 177,329 110,512
B. CPM'’s given on behalf of fully consolidated sidisries 14,167 11,595

C. CPM'’s given for continuation of its economic
activities on behalf of third parties -
D. Total amount of other CPM’s -
i) Total amount of CPM’s given on
behalf of the parent company i
i) Total amount of CPM’s given to on behalfather
Group Companies which are not in scope of 8@n - -
(Group Companies which are not in scope B-@ &n)
iii) Total amount of CPM’s given on behalf of
third parties which are not in scope of C. - -

Total 191,496 122,107

TRY equivalents of collaterals, pledges and momtgagre as follows on currency basis as of
December 31, 2011 and 2010:

December 31, December 31

CPM's given 2011 2010
UsbD 130,297 82,777
TRY 32,248 21,747
EUR 26,857 16,806
Other 2,094 777

191,496 122,107
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NOTE 19 - PROVISIONS

December 31, December 31,
2011 2010
Short-term provisions
Warranty provision 128,996 111,890
Assembly provision 44,605 38,774
Provision for transportation cost 9,250 7,591
Provision for lawsuit risks 8,021 9,018
Provision for returns 6,756 6,235
Other 34,762 31,652
232,390 205,160
Long-term provisions
Warranty provision 79,761 56,682
Other 1,758 1,454
81,519 58,136

The movements of warranty and assembly provisionghe year ended December 31, 2011 are as
follows:

Warranty Assembly

provision provision
As of January 1 168,572 38,774
Additions 218,049 168,117
Disposals (200,717) (162,286)
Acquisition of subsidiary 8,175 -
Currency translation differences 14,678 -
As of December 31 208,757 44,605

NOTE 20 - PROVISION FOR EMPLOYMENT TERMINATION BENE FITS

Under the Turkish Legislations, the Company is meglto pay termination benefits to each employee
who has completed one year of service and whosdogmpnt is terminated without due cause, is
called up for military service, dies or who retigftser completing 25 years of service and reaches t
retirement age (58 for women and 60 for men).

The amount payable consists of one month’s salamjeld to a maximum of full TRY 2,731.85
(December 31, 2010: full TRY 2,571.01) for eachqmbof service at December 31, 2011.
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NOTE 20 - PROVISION FOR EMPLOYMENT TERMINATION BENE FITS (Continued)
The liability is not funded, as there is no fundneguirement.

In accordance with Turkish Labour Code, employntennination benefit is the present value of the
total estimated provision for the liabilities oktpersonnel who may retire in the future. The iow
made for present value of determined social rédieflculated by the prescribed liability methodl. A
actuarial profits and losses are accounted indhsalidated income statement.

IFRS require actuarial valuation methods to be ezl to estimate the enterprise’s obligation under
defined benefit plans. The Group makes a calculatis the employment termination benefit by
applying the prescribed liability method, by thepesiences and by considering the personnel who
become eligible for pension. This provision is céted by expecting the present value of the future
liability which will be paid for the retired persoal.

Accordingly, the following actuarial assumptionsreveised in the calculation of the total liability.

2011 2010
Net discount rate (%) 4.63 4.66
Turnover rate related the probability of retirem¢#b) 97 98

The principal assumption is that the maximum lipilor each year of service will increase in line
with inflation. Thus, the discount rate appliedresents the expected real rate after adjustinghfor
anticipated effects of future inflation. As the rmaxm liability is revised semi-annually, the
maximum amount of full TRY 2,805.04 (January 1, POfll TRY 2,623.23) which is effective from
January 1, 2012 has been taken into consideratioalculating the reserve for employment
termination benefits of the Company.

Movements in the provisions for employment termigrabenefits are as follows:

2011 2010
As of January 1 99,700 85,335
Interest expense 4,645 4916
Actuarial losses 6,002 3,168
Acquisition of subsidiary (Note 3) 433 -
Increase during the year 11,180 18,274
Payments during the year (15,757) (11,862)
Currency translation differences 579 (131)
As of December 31 106,782 99,700

There are defined benefits having the attributegmployment termination benefits in the foreign
subsidiaries of the company. The geographicalibigion of provision for employment termination
benefits is as follows:

Turkey 103,161 96,606
Non - Turkey 3,621 3,094
106,782 99,70C
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NOTE 21 - OTHER ASSETS AND LIABILITIES
2011 2010

Other current assets
Taxes and funds deductible 59,136 29,920
Prepaid taxes and funds 24,855 12,393
Value Added Tax and Private Consumption Tax reddes 24,811 21,709
Prepaid expenses 15,988 16,079
Assets obtained as loan/receivable collateral 7,021 6,433
Advances given for fixed assets 4,480 2,149
Order advances given 1,530 16,222
Other 8,196 13,079

146,017 117,98
Other current liabilities
Accruals for customer premiums 115,406 47,781
Advances received 47,483 71,620
Accruals for license fee expenses 19,121 20,028
Accruals for sales and marketing expenses 11,234 9,341
Accruals for bonuses and premiums 7,057 6,474
Accruals for advertising expenses 6,166 11,100
Liabilities attributable to the acquisition of sidiary 2,676 1,669
Other 3,477 1,889

212,620 179,908

NOTE 22 - EQUITY

Paid-in capital

The Company adopted the registered share capisstrayavailable to companies registered to the
CMB and set a limit on its registered share capépltesenting registered type shares with a nominal
value of Krl. Registered and issued share capithleoCompany is as follows:

2011 2010
Limit on registered share capital 1,500,000 1,500,0
Issued share capital in nominal value 675,728 &, 7

Companies in Turkey may exceed the limit on registeshare capital in the event of the issuance of

bonus shares to existing shareholders.
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NOTE 22 — EQUITY (Continued)

The shareholding structure of the Company is devist

December 31, 2011 December 31, 2010

Share% Amount Share %  Amount

Shareholders
Kog¢ Holding AS. 40.51 273,742 40.51 273,742
Temel Ticaret ve Yatirm A. 2.75 18,577 2.75 18,577
Semabhat S.Arsel 2.72 18,397 2.72 18,397
Suna Kirag 2.60 17,542 2.60 17,542
Rahmi M.Kog¢ 2.44 16,474 2.44 16,474
Mustafa V.Kog 0.91 6,177 0.91 6,177
Total Ko¢ Family members and companies
owned by Ko¢ Family members 51.93 350,909 51.93 350,909
Teknosan Blro Makine ve

Levazimi Ticaret ve Sanayi . 12.05 81,428 12.05 81,428
Burla Ticaret ve Yatirim A. 5.56 37,572 5.56 37,572
Koc¢ Holding Emekli ve

Yardim Sandy Vakfi 5.14 34,722 5.14 34,722
Vehbi Ko¢ Vakfi 0.13 893 0.13 893
Other 25.19 170,204 25.19 170,204
Paid-in capital 100.00 675,728 100.00 675,728
Adjustment to share capital (*) 468,811 468,811
Total share capital 1,144,539 1,144,539

(*) “Adjustment to share capital” represents the restant effect of cash and cash equivalent contdhbsti
to share capital measured in accordance with thé& Glhancial Reporting Standards. “Adjustment to
share capital” has no use other than being traresféo paid-in share capital.

All of the shareholders of the Company have eqigtts and there are no preference shares
outstanding.

Contribution to shareholders’ equity related to themerger

It is related to merger with Grundig ElektronikSAdated June 30, 2009.
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NOTE 22 - EQUITY (Continued)
Revaluation fund
Increases/decreases in carrying amounts resulbed fevaluations recognized directly in the equity

are followed in the funds described below:
December 31, December 31,

2011 2010
Financial assets fair value difference 328,795 487,711
Non-current assets fair value difference 68,660 33,724
Foreign currency hedge of net investments in forejerations (57,101) (9,737)
Cash flow hedges 1,151 271
Revaluation fund total 341,505 511,969

Restricted reserves

The Turkish Commercial Code (“TCC") stipulates thia¢ first legal reserve is appropriated out of
statutory profits at the rate of 5% per annum,ldhé total reserve reaches 20% of the Group’s-paid
share capital. Under the TCC, the legal reservesonoly be used to offset losses and are not availab
for any other usage unless they exceed 50% ofipaitlare capital. In addition, according to exeopti
for sale of participation shares and property, % f®rtion of corporations’ profits arising from $uc
sales are not withdrawn within five years and alewed in special reserves.

The details of these restricted reserves are lasvil

December 31, 2011 December 31, 2010

Legal reserves 185,902 164,281
Contribution to shareholders equity due to merger ,04@ 4,040
Special reserves 124 124

190,066 168,445

The Company paid a cash dividend at the rate @®8,/which corresponds to full TRY 0.36997 gross
and net cash dividend for the shares with a nomvialale of full TRY 1.00 to institutional shareholde
who are full taxpayers or limited liable taxpayarsl obtain dividends through a business or perntanen
representative in Turkey. The Company paid alsoash cdividend at the rate of 37.0%, which
corresponds to full TRY 0.36997 gross and full TR81449 net cash dividend for the shares with a
nominal value of full TRY 1.00 to other sharehokler March, 2011.

Retained earnings

In accordance with the CMB regulations effectivéilunJanuary 2008, “Capital, Share Premiums, Legal
Reserves, Special Reserves and Extraordinary ResSewere recorded at their statutory carrying
amounts and the inflation adjustment differencésed to such accounts were recorded under “iofiati
adjustment differences” at the initial applicatiohinflation accounting. “Equity inflation adjustmie
differences” could have been utilised in issuingumshares and offsetting accumulated losses|mgurry
amount of extraordinary reserves could have beéisedt in issuing bonus shares, cash dividend
distribution and offsetting accumulated losses.
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NOTE 22 - EQUITY (Continued)

In accordance with Communiqué No. XI-29 and relaedouncements of the CMB, effective from
1 January 2008, “Share Capital”, “Restricted Resgnand “Share Premiums” shall be carried at their
statutory amounts. The valuation differences dialttlassified as follows:

- the difference arising from the “Paid-in capitalid not been transferred to capital yet, shall be
classified under the “Inflation adjustment to sheapital”;

- the difference due to the inflation adjustmentRéstricted reserves” and “Share premium” and
the amount that has not been utilised in divideistkidution or capital increase yet, shall be
classified under “Retained earnings”.

Dividend distribution
Listed companies are subject to dividend requiregsesgulated by CMB as follows:

In accordance with the CMB Decision No. 02/51 aated January 27, 2010, concerning allocation
basis of profit from operations of 2010, minimunofitr distribution will not be applied for the lide
companies for the year 2009. In accordance withrdsd@ecision and Communiqué No. 1V-27 issued
by the CMB regarding the allocation basis of profitpublicly owned companies, the distribution of
the relevant amount may be realised as cash asrasstshares or partly as cash and bonus shares; and
in the event that the first dividend amount to pecsfied is less than 5% of the paid-up capitas, th
relevant amount can be retained within the Company.

In addition, according to the aforementioned Ba#edision, companies which are required to prepare
consolidated financial statements are allowed toutate, the distributable profit based on the net
income declared at the publicly announced cong@liiéinancial statements in the accordance with
Communigué XI No. 29, as long as the amount camdtefrom the resources in their statutory books.

Accordingly, if the amount of dividend distributi®mralculated in accordance with the net distridatab
profit requirements of the CMB does not exceedsthtutory net distributable profit, the total ambah
distributable profit shall be distributed. If it@seds the statutory net distributable profit, thaltamount
of the statutory net distributable profit shall distributed. It is stated that dividend distribusoshould
not be made if there is a loss in either the cathasteld financial statements prepared in accordaiitbe
CMB regulations or in the statutory financial stasats.

The remainder of current year income and othemveseof the Company that can be subject to the
dividend distribution in statutory records is TRX6/671 (December 31, 2010: TRY 855,740)
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NOTE 23 - SALES AND COST OF SALES

2011 2010
Domestic sales 4,125,234 3,547,277
Foreign sales 4913,727 3,841,715
Gross sales 9,038,961 7,388,992
Less: Discounts (601,722) (452,572)
Net sales 8,437,239 6,936,420
Cost of sales (5,897,009) (4,868,473)
Gross profit 2,540,230 2,067,947

NOTE 24 - RESEARCH AND DEVELOPMENT EXPENSES, MARKET ING, SELLING, AND

DISTRIBUTION EXPENSES AND GENERAL ADMINISTRATIVE EX PENSES

2011 2010
Marketing, selling and distribution expenses:
Transportation, distribution and storage expenses 99,323 308,721
Warranty and assembly expenses 386,166 316,379
Advertising and promotion expenses 281,013 218,486
Personnel expenses 216,154 176,700
License expenses 21,237 9,471
Depreciation and amortisation expenses 11,894 8,739
Energy expenses 5,988 5,633
Other 152,479 117,360
1,474,254 1,161,489
General administrative expenses:
Personnel expenses 164,143 141,452
Insurance expenses 25,333 21,949
Legal consultancy and audit expenses 22,913 10,322
Depreciation and amortisation expenses 22,245 88.41
Information technology expenses 20,311 10,905
Rent expenses 10,314 7,896
Donations 8,136 9,451
Duties, taxes and levies 8,206 7,304
Repair and maintenance expense 4,938 4,061
Energy expenses 4,331 3,381
Other 51,702 45,224
342,572 280,363
Research and development expenses (*):
Depreciation and amortisation expenses 36,803 92,59
Personnel expenses 19,313 14,044
Other 8,731 13,877
64,847 60,520

(*) Total research and development expenditures iny#s, including development costs capitalized, were

realized as TRY 102,118 in 2011 (2010: TRY 91,192).
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NOTE 25 - EXPENSES BY NATURE
2011 2010
Raw materials, supplies and trade goods 5,459,496 , 2544118
Changes in finished goods, work in process anctgaads (310,301) (14,298)
Personnel expenses 824,170 706,386
Transportation, distribution and storage expenses 40,058 320,577
Warranty and assembly expenses 386,166 316,379
Advertising and promotion expenses 281,013 218,486
Depreciation and amortisation expenses 217,834 5392,
Energy expenses 70,335 59,327
Repair and maintenance expenses 51,725 43,908
License expenses 21,237 10,937
Other 336,949 262,487
7,778,682 6,370,845
NOTE 26 - OTHER INCOME AND EXPENSES
2011 2010
Other operating income
Income from claims and grants 29,719 44 847
Reversal of provisions 12,228 10,198
Income from sales of property, plant and equipni&it 2,631 42.431
Reversal of provisions for doubtful receivables 808 8,306
Other 13,808 24,634
60,194 130,416
Other operating expenses
Product recall expenses (*) (30,459) -
Provision expense for doubtful receivables (23,326) (19,882)
Loss from sales of property, plant and equipment ,678) (5,121)
Provision expense for impairment on inventories 182) (5,909)
Other (13,216) (27,429)
(72,857) (58,341)

(*) Product recall expenses includes expenses hintary recall process in 2011, which started to
rectify potential problems, arising from a limitedmber of refrigerator models sold between thes/ear
of 2000-2006 in England and Ireland with expiredrramties. Although, these models had been
subject to independent safety tests and all UKEumdpean safety standards had been met before the
sales, as a responsible manufacturer who givesrtanpze to product safety, required modifications

were met free of charge with the aim to removepibtential risks.

(**) In 2010, the Group realized gain on sales attbry land, buildings and annexes located in
Topkapl, Istanbul to Ko¢ University amounting toYi49,055 (Note 31).
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NOTE 27 - FINANCIAL INCOME

2011 2010
Foreign exchange gains 292,123 124,310
Credit finance income 59,582 90,064
Interest income 35,572 39,080
Gains on derivative financial instruments 28,175 ,288
Other 106 344
415,558 287,046
NOTE 28 - FINANCIAL EXPENSES
2011 2010
Foreign exchange losses (311,756) (120,302)
Interest expenses (103,530) (101,071)
Losses on derivative financial instruments (19,816) (15,191)
Cash discounts expenses (18,262) (13,600)
Credit finance charges (9,576) (25,424)
Other (11,481) (4,377)
(474,421) (279,965)

NOTE 29 - TAX ASSETS AND LIABILITIES

December 31, 2011 December 31, 2010

Corporation and income taxes 61,483 82,688
Less: prepaid tax (38,233) (63,718)
Current income tax liabilities (net) 23,250 18,970
Deferred tax assets 63,387 39,244
Deferred tax liabilities (226,142) (128,549)
Deferred tax liabilities, (net) (162,755) (89,305)

Turkish tax legislation does not permit a paremhpany and its subsidiaries to file a consolidased t
return. Therefore, tax liabilities, as reflectedthrese consolidated financial statements, have been

calculated on a separate-entity basis.

The corporation tax rate is 20% in Turkey (31 Delsen010: 20%). Corporation tax is payable at a
rate of 20% on the total income of the Companyradtdjusting for certain disallowable expenses,

exempt income and allowances.
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NOTE 29 - TAX ASSETS AND LIABILITIES (Continued)

The taxes on income for the years ended at DeceBibare summarised as follows:

2011 2010
Tax expenses
- Current period tax expense (71,996) (83,492)
- Deferred tax expense (2,326) (23,899)
Tax expenses (net) (74,322) (107,391)

The Group recognizes deferred tax assets anditiebibased upon temporary differences arising
between their financial statements prepared inrdecwe with CMB Financial Reporting Standards
and their statutory financial statements. Thesepteary differences usually result from the
recognition of revenue and expenses in differepbming periods for CMB Financial Reporting

Standards and tax purposes.

The breakdown of cumulative temporary differenced the resulting deferred tax assets/liabilities
provided using principal tax rates is as follows:

Cumulative temporary Deferred tax
differences assets/(liabilities)
2011 2010 2011 2010

Property, plant and equipment

and intangible assets 1,148,784 755,046 (287,69 (158,277)
Available-for-sale investments 346,102 513,381 303) (25,669)
Unearned credit finance

income/expense (net) 41,353 (15,302) (8,271) 0333,
Derivative financial instruments 2,308 946 (462) 8qL
Unused tax credits (178,166) (91,109) 42,150 18,223
Provision for warranty and assembly

expense (166,353) (146,672) 33,158 29,014
Provision for employment termination

benefits (103,621) (96,635) 20,761 19,327
Provision for impairment on inventories (57,077) 4,01) 11,467 12,996
Provision for doubtful receivables (12,967) (6,796) 2,266 1,215
Accrual for licenses (7,322) (20,028) 1,464 4,006
Other (38.940) (31,271) 9,710 7,017
Deferred tax liabilities (net) (162,755) (89,305)
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NOTE 29 - TAX ASSETS AND LIABILITIES (Continued)

2011 2010
As of January 1 (89,305) (53,692)
Tax expense recognized in income statement (2,326) (23,899)
Tax recognized directly in the shareholders’ equity 8,787 (12,848)
Acquisition of subsidiary (Note 3) (67,820) -
Currency translation differences (12,091) 1,134
As of December 31 (162,755) (89,305)

Group’s total deductible loss and tax advantageshiéh deferred tax assets have not been calculated
are TRY 425,927. Maturity analysis of this amownas$ follows:
December 31, 2011

2012 10,390
2013 9,286
2014 27,919
2015 76,497
2016 and after 301,835

425,927

Reconciliation between tax expenses for the yeadsa December 31, 2011 and 2010 and calculated
tax expense using corporate tax rate in Turkey (28%s follows:

2011 2010
Profit before tax 615,409 656,638
Tax expense calculated using 20% local tax rate (3082) (131,328)
Exemptions 28,079 40,208
Effect of unused tax losses for which no defereeddasset was
recognized (3,834) (8,494)
Expenses not deductable for tax purposes (12,135) (12,661)
Impact of different tax rates in other countries ,9P4) (6,059)
Adjustments with no tax effects 22,838 6,472
Utilization of previously unrecognized tax losses 21,854 4,338
Other (118) 133
Taxation expense recognized in income statement (322) (107,391)
Effective tax rate 12.1% 16.4%
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NOTE 30 - EARNINGS PER SHARE

Earnings per share disclosed in the consolidasgdreents of income are determined by dividing #te n
income by the weighted average number of sharésdiva been outstanding during the year.

The Companies can increase their share capital dkingp a pro-rata distribution of shares (“bonus
shares”) to existing shareholders from retainedirgs. In earnings per share calculation, this bonu
share issuance is accepted as shares issued. Maighkted average stock share, which is used in the
calculation of earnings per share, is acquiredenpspective application of bonus share issue.

Earnings per share and dividends paid in termé&afesgroups are as follows:

December 31, 2011 December 31, 2010

Net income attributable to the

equity holders of the parent 506,506 517,093
Weighted average number of ordinary
shares with nominal value (Krl each one) 67,50@%D 67,572,820,500
Earnings per share (Kr) (*) 0.750 0.765
Dividends distributed to the equity holders of gagent 250,00 100,00
Gross dividend distributed per share (*) 0.370 0.148

(*) The earnings and dividends paid per diluted badic shares do not differ since the shareholders
have equal rights on the shares and there is tierprd share.

NOTE 31 - RELATED PARTY DISCLOSURES

()  Balances with related parties

December 31, December 31,
2011 2010
(a) Due from related parties
Akpa Dayanikli Tiiketim LPG ve Akaryakit Uriinleri
Pazarlama A. 16,876 10,153
Koctas Yap! Marketleri Ticaret 4. 5,286 -
Tani Pazarlama - 12,559
Other 1,240 157
23,402 22,869
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NOTE 31 - RELATED PARTY DISCLOSURES (Continued)

December 31,

December 31,

2011 2010
(b)Due to related parties
Short-term
Zer Merkezi Hizmetler ve Ticaret 8. 88,065 63,454
Ram Ds Ticaret 19,139 10,892
Arcelik-LG 15,955 105,054
Other 10,124 6,603
133,283 186,003
Long-term
Zer Merkezi Hizmetler ve Ticaret 8. (*) 70,539 63,681
70,539 63,681

(®In January 2001, a contract was signed regarttiegright to use Beko brand and undertaking the
marketing, sales and distribution activities of Bdkand products for the following 20 years, betwee
the Company and Zer Merkezi Hizmetler ve Ticare§.Aprior title was Beko Ticaret A.). Due to

the fact that the rights to use Beko brand willHeéd by the Company upon the expiration of the
contract period, Beko brand has been recognizedrunthngible assets in the consolidated financial
statements of the Group. The long term payableslé&bed parties include the principal amount of the
payables in USD, which will be paid until 2020,erchange of the value determined and recognized

as intangible asset.

(c) Deposits

Yapi ve Kredi Bankas! A. and its subsidiaries 430,733 473,926
430,733 473,926

(d) Bank borrowings

Yapi ve Kredi Bankas! A. and its subsidiaries 446,220 259,851
446,220 259,851

e) Derivative financial instruments

Contract Fair value
December 31, 2011 amount assets/(liabilities)
Yapi ve Kredi Bankasi A. and its subsidiaries 210,069 920 -
210,069 920 -

57



(CONVENIENCE TRANSLATION INTO ENGLISH OF CONSOLIDATED FINANCI AL STATEMENTS
ORIGINALLY ISSUED IN TURKISH — SEE NOTE 2.5)

ARCEL iK ANONiM SiRKET i
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2011 AND 2010

(Amounts expressed in thousands of Turkish LiréRYT) unless otherwise indicated.)

NOTE 31 - TRANSACTIONS AND BALANCES WITH RELATED PA RTIES (Continued)

Contract Fair value
December 31, 2010 amount assets/(liabilities)
Yapi ve Kredi Bankasi A. and its subsidiaries 119,452 270 (32)
119,452 270 (32)
(i)  Transactions with related parties
2011 2010
(a) Sales of goods and services
Akpa Dayanikl Tuketim LPG ve Akaryakit
Urlinleri Pazarlama A. 70,300 57,671
Zer Merkezi Hizmetler ve Ticaret 8. 55,188 42,699
Koctas Yap! Marketleri Ticaret 4. 27,430 19,460
Argelik-LG 16,543 31,155
Other 15,471 15,722
184,932 166,707
(b) Purchases of goods and services
Zer Merkezi Hizmetler ve Ticaret 8. 502,301 409,024
Arcelik-LG 356,423 295,783
Ram Ds Ticaret 81,865 35,555
Ram Sigorta Aracilik Hizmetleri A. 20,893 17,828
Setur Servis Turistik A. 16,749 12,655
Kog Sistem Bilgi veletisim
Hizmetleri AS. 21,487 19,713
Other 65,497 54,412
1,065,215 844,970

The Group purchases direct and indirect materiadsraceives service from Zer Merkezi Hizmetler
A.S. The average payment term is around sixty days.

The Group purchases air conditioners, producedrgelk-LG. Purchasing conditions are determined
in line with the due dates periods and rates pengito trade receivables from third parties.
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NOTE 31 - TRANSACTIONS AND BALANCES WITH RELATED PA RTIES (Continued)

(c) Key management compensation
Total compensation provided to members of the Badirirectors, General Manager and Assistant

General Managers by the Company during the yeaceBeécember 31, 2011 amounts to TRY 37,815
(December 31,2010: TRY 32,207). The compensaticiudes only short-term benefits.

(d) Other transactions

2011 2010
Income from sale of tangible assets - 40,055
Interest income:
Yapi ve Kredi Bankas! A. and its subsidiaries 12,064 7,956
Interest expent:
Yapi ve Kredi Bankas! A. and its subsidiaries 8,316 5,064

NOTE 32 - FINANCIAL INSTRUMENTS AND FINANCIAL RISK  MANAGEMENT

The Group’s activities expose it to a variety ofaincial risks, including the effects of changesdeit
and equity market prices, foreign currency exchamages and interest rates. The Group’s overall risk
management program focuses on the unpredictalufitfinancial markets and seeks to minimise
potential adverse effects on the financial perforoesof the Group.

Hedging operations and derivative financial instruments
Liquidity Risk

The Group eliminates the risk of failure to seittefinancial and commercial liabilities by managjin
the balance sheet according to expected cash flows.

In this context, the maturities of the financiaHilities are arranged according to the maturiggs
assets, and a mismatch between the maturitiesnignated. There is a level of “acid-test” ratio to
manage the consolidated and stand alone balancetssfalowed by the Group Companies’
managements.

Additionally, the Group aims to maintain flexibjlitin funding by maintaining the availability of
committed credit lines.
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NOTE 32 - FINANCIAL INSTRUMENTS AND FINANCIAL RISK  MANAGEMENT

(Continued)

The analysis of the Group’s financial liabilitiestivrespect to their maturities as of December 31,

2011 is as follows:

Total liabilities
(non-derivative): Carrying Contractual

value Cash-flows

Upto 3 months-
3 months 12 months

1 year

More
than

5 years 5 years

Financial liabilities 3,157,180 3,342,152 834,592 894,028 1,613,532 -
Trade payables 1,320,070 1,347,799 1,245,008 16,090 43,634 43,067

Other payables 61,595 61,595 54,568 7,027 - -

Other liabilities 214,893 214,893 206,720 5,900 2,273 -
4,753,738 4,966,439 2,340,888 923,045 1,659,439 43,067

More

Derivative financial Carrying Contractual Up to 3 months- 1 year than
instruments (*) value Cash-flows 3 months 12 months 5years 5 years
Derivative cash inflows (348,805) (348,805) - - -
Derivative cash outflows (346,068) (346,068) - - -
Derivative instruments, net 2,737 2,737 2,737 - - -

Group’s maturity analysis of financial liabilities of December 31, 2010 is as follows:

Total liabilities More
(non-derivative): Carrying Contractual Upto 3 months- 1 year than
value Cash-flows 3 months 12 months 5years 5 years

Financial liabilities 2,057,292 2,183,694 554,980 345,562 1,283,152 -
Trade payables 1,032,643 1,053,686 927,094 46,664 35,867 44,061
Other payables 48,508 48,508 43,938 4,570 - -
Other liabilities 183,806 183,806 168,332 11,576 3,898 -
3,322,249 3,469,694 1,694,344 408,372 1,322,917 44,061

More

Derivative financial Carrying Contractual Upto 3 months- 1vyear than

instruments (*) value Cash-flows 3 months 12 months 5years 5 years
Derivative cash inflows 146,434 146,434 - - -
Derivative cash outflows (145,488) (145,488) - - -
Derivative instruments, net 946 946 946 - - -

*)

Undiscounted contractual cash flows
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NOTE 32 - FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT
(Continued)

Interest Rate Risk

The Group is exposed to interest rate risk throthghimpact of rate changes on interest-bearing
liabilities and assets. These exposures are manageaidfsetting interest rate sensitive assets and
liabilities and using derivative instruments whemsidered necessary.

In this context, matching of not only maturities i@ceivables and payables but also contractual
repricing dates is crucial. In order to keep thpasare of financial liabilities to interest rateaciges at

a minimum, “fixed interest/ floating interest”, “sti-term/ long-term”, “TRY/ foreign currency”
balance should be structured consistent withinveittdassets in the balance sheet.

Average effective annual interest rates of balatmet items as of December 31, 2011 and 2010 are
as follows:

December 31,2011 (%) TRY EUR USD GBP RON RUB CNY ZAR PLN CzK
Current Asset

Cash and cash equivalents - 1.82 1.86 0.21 4.69 -12 2 5.00 412 0.37
Trade receivable 5.28 - - - - - - - - -

Current Liabilities
Financial liabilities 13.0 2.08 0.40 - 6.34 7.32 03. - - -
Trade payables 9.94 - - - - - - - - -

Non-Current Liabilities

Financial liabilities 11.6 3.69 2.24 3.20 - - - g.1 - -
December 31, 2010 (%) TRY EUR uUsD GBP RON RUB CNY
Current assets

Cash and cash equivalents 9.04 1.58 3.13 0.31.642 221 1.05
Trade receivables 20. 40 0.82 0. 82 5. 00 - - -
Current liabilities

Financial liabilities - 1.80 0. 98 - 3.55 7.25 .48
Trade payables 6. 32 0. 48 0. 48 3.10 - - -

Non-current liabilities
Financial liabilities 8.30 2.69 2.25 2.93 - 26. -
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NOTE 32 - FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT
(Continued)

Analysis of financial instruments of the Companyishhare sensitive to interest rate changes is as
follows:

December 31, 2011 December 31, 2010

Financial instruments with fixed interest rates

Time deposits 436,144 815,695
Financial liabilities 696,887 414,934

Financial instruments with variable interest rates

Time deposits 605,499 418,102
Financial liabilities 2,460,004 1,641,904

At December 31, 2011, if interest rates of all fgnecurrency denominated financial assets and
liabilities with variable interest rates has strtmeged/weakened by 100 base point with all other
variables held constant, income before taxes andcoatrolling interest would have been TRY
18,545 (2010: TRY 12,238) lower/ higher as a resuinterest expenses.

Funding risk

The ability to fund the existing and prospectivébtdeequirements is managed by maintaining the
availability of adequate committed funding linesrfr high quality lenders.

Credit risk

The Group is exposed to credit risk arising frormeireables from credit financed sales and deposits
with banks.

Credit risk of receivables from third parties is maged by securing receivables with collaterals
covering receivables at the highest possible ptaporMethods used are as follows:

Bank guarantees (guarantee letters, letter of tsrett.),

Credit insurance (Global insurance policies, Eximdband factoring insurance etc.),
Mortgages,

Cheques-notes.

In credit risk control, for the customers which am secured with collaterals, the credit qualitythe
customer is assessed by taking into account ieémal position, past experience and other factors.
Individual risk limits are set in accordance angl titilisation of credit limits is regularly monitmxt.

For banks, the ratings of the independent ratisgititions are taken into consideration.
Same credit risk management principles are usedtHer management of the financial assets.

Investments are made to instruments with highegiidity and credit note of the company of
transaction is taken into consideration.
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AL STATEMENTS

NOTE 32 - FINANCIAL
(Continued)

INSTRUMENTS AND FINANCIAL RISK

Details of credit and receivable risk as of Decandde 2011 and 2010 are as follows:

MANAGEMENT

Trade receivables Deposits Derivative
December 31, 2011 Related Third in _ financial
party party banks instruments
(I;Aaatzl(rlr;um exposed credit risk as of reporting 23402 3173486 1,132,629 2.932
Secured portion of the maximum -(2,379,314) - -
credit risk by guarantees, etc,
A. Net book value of financial asset
either are not due or not impaired 23,4022,944,983 1,132,629 2,932
-Secured portion by guarantees, etc (2,187,054) - -
B. Financial assets with renegotiated conditions - 29,685 - -
-Secured portion by guarantees, etc, - (26,850) - -
C. Net book value of overdue
but not impaired financial assets - 140,562 - -
-Secured portion by guarantees, etc, -(106,980) - -
D. Net book value of the impaired assets - 58,256 - -
-Overdue (Gross book value) - 151,835 - -
-Impairment (-) - (93,579) - -
et;:Secured portion of the net value by guarani i (58,376) ) )
Trade receivables Deposits Derivative
December 31, 2010 Related Third in _ financial
party party banks instruments
(I;/Iaa?::”lr;um exposed credit risk as of reporting 22869 2,314.170 1,286,384 1,185
Secured portion of the maximum
credit risk by guarantees, etc, {1,725,492) - -
A. Net book value of financial asset
either are not due or not impaired 22,8692,098,900 1,286,384 1,185

-Secured portion by guarantees, etc (1,559,134) - -
B. Financial assets with renegotiated conditions - 21,387 - -
-Secured portion by guarantees, etc, - (20,108) - -
C. Net book value of overdue
but not impaired financial assets - 148,556 - -
-Secured portion by guarantees, etc, -(101,196) - -
D. Net book value of the impaired assets - 45,327 - -
-Overdue (Gross book value) - 155,938 - -
-Impairment (-) - (110,611) - -
-Secured portion of the net value by guarant i (45,054) ) )

etc.

(1) Amounts showing the maximum credit risk expoasdf balance sheet date by excluding guarantees i
hand and other factors that increase the credlitqua
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NOTE 32 - FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT
(Continued)

a)  Credit quality of financial assets which are nobverdue and not impaired

December 31, 2011December 31, 2010

Group 1 10,458 10,045
Group 2 2,917,628 1,940,405
Group 3 69,984 192,706

2,998,070 2,143,156

Group 1 - New customers (customers for a periositlesn three months).
Group 2 - Existing customers with no defaults ia gast (customers for a period of more than three
months).

Group 3 - Existing customers with some defaulth@past of which were fully recovered.

b)  Aging analysis of the receivables which are ovdue but not impaired

December 31, 2011December 31, 2010

0-1 month 100,241 74,712
1-3 months 22,109 27,378
3-12 months 10,995 29,305
1-5 years 7,217 17,161

140,562 148,556

c) Geographical concentration of the trade receivabs

December 312011 December 31, 2010

Turkey 1,758,175 1,384,018
Europe 986,444 711,907
Other 452,269 241,114

3,196,888 2,337,039

Foreign exchange risk

The Group is exposed to foreign exchange rate thstugh operations performed using multiple
currencies. The main principle in the managemenhisfforeign currency risk is maintaining foreign
exchange position in a way to be affected leaghbyfluctuations in foreign exchange rates, in pbthe
words, maintaining foreign exchange position clmseero.

For this reason, the proportion of the positiongshafse currencies among each other or against new
Turkish lira to shareholders’ equity is aimed tocbhatrolled under certain limits.
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NOTE 32 - FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT
(Continued)

Derivative financial instruments are also used, whecessary. In this context, the Group’s primary
method is utilising forward foreign currency tracisans.

The Group used derivative financial instrument$oims of foreign exchange forward contracts and
options, which are designated as a cash flow hedgénst the foreign currency risk in the cash
outflows expected during the acquisition of sulzsigi

Foreign currency hedge of net investmentsin a foreign operation

The Group designated some portion of the Euro datath bank loans as a hedging instrument in
order to hedge the foreign currency risk ariseimfrie translation of net assets of part of the
subsidiaries operating in Europe from Euro to Tshiira. Gains or losses on the hedging instrument
relating to the effective portion of the hedge s¥eognized in other comprehensive income in the
revaluation fund in order to net off the incremeatue fund arisen from the translation of the net
assets of investments in foreign operations. AB@&fember 31, 2011, a portion of bank borrowings
in Euro amounting to EUR 150,000,000 (before tagsvdesignated as a net investment hedging
instrument (December 31, 2010 — EUR 87,500,000).

Foreign currency position

Assets and liabilities denominated in foreign coese held by the Group before consolidation
adjustments are as follows:

December 31, 2011December 31, 2010

Assets 1,762,858 1,362,205
Liabilities (2,496,757) (1,586,420)
Net balance sheet position (733,899) (224,215)
Net position of derivative financial instruments 340,290 131,932
Net foreign currency position (393,609) (92,283)
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AL STATEMENTS

NOTE 32 - FINANCIAL

(Continued)

INSTRUMENTS AND FINANCIAL RISK

MANAGEMENT

Currencies, other than the functional currencieshef Company and its’ subsidiaries regarding to
national economies, are accepted as foreign cueendhe original currencies are presented in
thousands (‘000). The original currency amountsasgets and liabilities denominated in foreign
currencies and the total TRY equivalent at DecerBtieP011 are as follows:

TRY
EUR UsSb GBP RUB PLN CZK NOK SEK ZAR AED Equivalents
Current assets
Trade receivables 344,250 79,315 98,398 1,380,7110,83% 57,369 2 151,136 9,657 1,438,098
Monetary financial assets 14,406 1,857 6 100,001 48 81 - - - 44,598
Other 15,385 43,504 49 - - - - - 119,916
Non-Current assets
Trade receivables - - - - - - - -684,258 160,246
Total assets 374,041 124,676 98,453 1,480,712 20,857,369 83 151,136684,258 9,657 1,762,858
Current liabilities
Trade payables 97,852 76,719 1,127 87,599 411,178
Financial liabilities 295,363 1,243 204 - 4,258 725,748
Other monetary financial liabilities 2,324 2,846 - - - 11,055
Non-Current liabilities
Trade payables 37,344 - - - - 70,539
Financial liabilities 300,044 127,000 50,000 - 680,000 1,278,237
Other monetary financial liabilities - - - - - - -
Total liabilities 695,583 245,152 51,331 - SD9 684,258 2,496,757
Net balance sheet position (321,542) (120,476) #»1 1,480,712 50,879 57,369 83 63,537 9,657  (733,899)
Off-balance sheet
derivative financial assets (*) 152,643 132,837 - 100,000 - - 629,759
Off-balance sheet
derivative financial liabilities (*)  (8,000) (3,123) (35,000) (1,650,000) (48,000) 145,000) (289,469)
Net position of
off-balance sheet items 144,643 129,714 (35,000) (1,550,000) (48,000) 145(000) 340,290
Net foreign currency
asset/ (liability) position (176,899) 9,238 12,122 (69,288) 2,879 57,369 83 .,4@) 9,657 (393,609)

*)

Total amount designated as hedging instrument agtorthe foreign currency risk arisen from thewasion of net

investments in foreign operation is included inlmdfance sheet derivative assets.
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AL STATEMENTS

NOTE 32 - FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT
(Continued)
Net foreign currency positions against the funalaurrencies are as follows:
TRY
EUR UsSD GBP RUB PLN CZK NOK SEK AED .

Equivalents
Against TRY  (177,328) 18,434 7,250 (69,288) 1,836 57,689 84 6,136 9,657 (368,202)
Against EUR - 372 - - 1,043 (320) - - - 1,249
Against RUB 336 1,783 - - - - - - - 4,189
Against PLN (1,593) 9 - - - - - - (3,876)
Against GBP 4,797 - - - - - - - 11,723
Against RON (789) 3,062 2,502 - - - - - 11,154
Against CZK (3,038) - - - - - - - (7,424)
Against NOK 414 - - - - - (87,599) - (22,833)
Against SEK 392 (1,058 - - - @ - - (1,040)
Against CNY 1,491 (9,593) 2,370 - - - - - (7,563)
Against ZAR (1,575) (3,771) - - - - - - (10,972)
Other (6) - - - (14)

(176,899)

9,238 12,122 (69,288) 2,879 57,369 83

(81,463) 9,657

(393,609)
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NOTE 32 - FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT

(Continued)

The original currency amounts of assets and lt@slidenominated in foreign currencies and thd tota
TRY equivalent at December 31, 2010 are as follows:

TRY
EUR uUsD GBP RUB PLN RON AED Equivalent

Current assets
Trade receivables 307,380 94,216 90,032 990,326 30,984 1,414 3,956 1,058,679
Monetary financial assets 41,075 64,955 1 30 410 6 - 184,806
Other 26,994 40,678 27 - 879 - - 118,720
Total assets 375,449 199,849 90,060 990,356 32,273 1,420 3,956 1,362,205
Current liabilities
Trade payables 113,980 97,786 150 - - - - 385,091
Financial liabilities 191,390 312 191 - - - - 393,115
Other monetary financial liabilities 9,120 2,915 699 - - - - 24,865
Non-current liabilities
Trade payables - 41,191 - - - - - 63,681
Financial liabilities 216,701 100,000 50,000 - - - - 718,072
Other monetary financial liabilities - - 668 - - - - 1,596
Total liabilities 531,191 242,204 51,708 - - - - 1,586,420
Net balance sheet position (155,742) (42,355) 38,352 990,356 32,273 1,420 3,956 (224,215)
Off-balance sheet

derivative financial assets (*) 115,827 15,374 - 14,200 5,200 - - 264,513
Off-balance sheet

derivative financial liabilities (1,657) - (35,000) (650,000) (25,000) - - (132,581)
Net position of

off-balance sheet items 114,170 15,374 (35,000) (635,800) (19,800) - - 131,932
Net foreign currency

asset/ (liability) position (41,572) (26,981) 3,352 354556 12,473 1,420 3,956 (92,283)
Net foreign currency positions against the funalaurrencies are as follows:
Against TRY (24,361) (14,304)  (943) 354,556 11,182 1,420 3,956 (48,345)
Against EUR - 398 - - 1,291 - - 1,283
Against RUB (37) (6,848) - - - - - (10,663)
Against PLN (1,528) (30) - - - - - (3,177)
Against GBP 3,622 - - - - - - 7,422
Against other currencies (19,268) (6,197) 4,295 - - - - (38,803)
Net foreign currencyposition (41,572) (26,981) 3,352 354,556 12,473 1,420 3,956 (92,283)

*) Total amount designated as hedging instrumenhagt the foreign currency risk arisen from thevarsion of net
investments in foreign operation is included inlmdfance sheet derivative assets.
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AL STATEMENTS

NOTE 32 - FINANCIAL INSTRUMENTS AND FINANCIAL RISK

(Continued)

MANAGEMENT

As of December 31, 2011, sensitivity analysis oéign exchange rate tables is presented below:

Gain/Loss Equity
Foreign Foreign Foreign Foreign
exchange Exchange exchange exchange
appreciation Depreciation appreciation  depreciation
+/-10% fluctuation of USD rate
USD net asset/liability (22,757) 22,757 (22,757) 22,757
Secured portion from USD risk (*) 24,502 (24,502) 24,502 (24,502)
USD net effect 1,745 (1,745) 1,745 (1,745)
+/-10% fluctuation of EUR rate
EUR net asset/liability (49,252) 49,252 (62,146) 62,146
Secured portion from EUR risk (*) 6,022 (6,022) 35,348 (35,348)
EUR net effect (43,230) 43,230 (26,798) 26,798
+/-10% fluctuation of GBP rate
GBP net asset/liability 13,745 (13,745) 33,045 (33,045)
Secured portion from GBP risk (¥) (10,210) 10,210 (10,210) 10,210
GBP net effect 3,635 (3,535) 22,835 (22,835)
+/-10% fluctuation of RUB rate
RUB net asset/liability 8,610 (8,610) 23,367 (23,367)
Secured portion from RUB risk (*) (9,013) 9,013 (9,013) 9,013
RUB net effect (403) (403) 14,354 14,354
+/-10% fluctuation of RON rate
RON net asset/liability - - 28,237 (28,237)
Secured portion from RON risk (*) - - - -
RON net effect - - 28,237 (28,237)
+/-10% fluctuation of PLN rate
PLN net asset/liability 2,810 (2,810) 5,443 (5,443)
Secured portion from PLN risk (*) (2,651) 2,651 (2,651) 2,651
PLN net effect 159 (159) 2,792 (2,792)
+/-10% fluctuation of CZK rate
CZK net asset/liability 549 (549) 1,117 (1,117)
Secured portion from CZK risk (*) - - - -
CZK net effect 549 (549) 1,117 (1,117)
+/-10% fluctuation of NOK rate
NOK net asset/liability 3 ?3) 123 (123)
Secured portion from NOK risk (*) - - - -
NOK net effect 3 3) 123 (123)
+/-10% fluctuation of SEKrate
SEK net asset/liability 1,730 (1,730) 2,422 (2,422)
Secured portion from SEK risk (*) (3,947) 3,947 (3,947) 3,947
SEK net effect (2,217) 2,217 (1,525) 1,525
+/-10% fluctuation of ZAR rate
ZAR net asset/liability - - 39,614 (39,614)
Secured portion from ZAR risk (*) - - - -
ZAR net effect - - 39,614 (39,614)
+/-10% fluctuation of AED rate
AED net asset/liability 499 (499) 499 (499)
Secured portion from AED risk (*) - - - -
AED net effect 499 (499) 499 (499)
+/-10% fluctuation of AUD rate
AUD net asset/liability - - 104 (104)
Secured portion from AUD risk (*) - - - -
AUD net effect - - 104 (104)
(39,360) 39,360 83,097 (83,097)

(*) Includes impact of derivative financial instremts
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AL STATEMENTS

NOTE 32 - FINANCIAL INSTRUMENTS AND FINANCIAL RISK

(Continued)

MANAGEMENT

As of December 31, 2010, sensitivity analysis o&ign exchange rates tables is presented below:

Gain/Loss Equity
Foreign Foreign Foreign Foreign
exchange exchange exchange exchange

appreciation depreciation appreciation depreciation

+/-10% fluctuation of USD rate

USD net asset/liability (6,548) 6,548 (6,548) 6,548
Secured portion from USD risk (*) 2,377 (2,377) 2,377 (2,377)
USD net effect (4,171) 4,171 (4,171) 4,171
+/-10% fluctuation of EUR rate
EUR net asset/liability (17,569) 17,569 (20,396) 20,396
Secured portion from EUR risk (*) 9,061  (9,051) 23,395 (23,395)
EUR net effect (8,518) 8,518 2,999 (2,999)
+/-10% fluctuation of GBP rate
GBP net asset/liability 9,161 (9,161) 20,928 (20,928)
Secured portion from GBP risk (*) (8,360) 8,360 (8,360) 8,360
GBP net effect 801 (801) 12,568 (12,568)
+/-10% fluctuation of RUB rate
RUB net asset/liability 4,975 (4,975) 17,784 (17,784)
Secured portion from RUB risk (*) (3,194) 3,194 (3,194) 3,194
RUB net effect 1,781 (1,781) 14,590 (14,590)
+/-10% fluctuation of RON rate
RON net asset/liability 67 (67) 21,682 (21,682)
Secured portion from RON risk (*) - - - -
RON net effect 67 (67) 21,682 (21,682)
+/-10% fluctuation of PLN rate
PLN net asset/liability 1,670 (1,670) 3,512 (3,512)
Secured portion from PLN risk (*) (1,024) 1,024 (1,024) 1,024
PLN net effect 646 (646) 2,488 (2,488)
+/-10% fluctuation of AED rate
AED net asset/liability 168 (168) 168 (168)
Secured portion from AED risk (*)
AED net effect 168 (168) 168 (168)
(9,226) 9,226 50,324 (50,324)

(*) Includes impact of off- balance sheet derivatfinancial instruments
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NOTE 32 - FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT
(Continued)

Import and exports performed to / from Turkey foe tyear ended as of December 31, 2011 and 2010
are as follows:

December 31, 2011 December 31, 2010
Original TRY Original TRY
amount  equivalent amount  equivalent
EUR 832,758,148 1,961,295 800,371,489 1,588,198
UsD 232,512,373 384,625 330,241,694 496,716
GBP 226,960,417 613,175 216,400,746 501,010
Other 309,499 126,341
Total exports 3,268,594 2,712,265
EUR 407,980,902 948,152 372,153,519 738,393
UsD 807,889,674 1,357,796 675,378,575 1,012,140
GBP 897,526 2,448 604,818 1,400
Other 9,383 13,812
Total imports 2,317,779 1,765,745

Capital Risk Management

The Group’s objectives when managing capital areafeguard the Group’s ability to continue as a
going concern in order to provide returns for shalders and benefits for other stakeholders and to
maintain an optimal capital structure to reducecths of capital,

In order to maintain or adjust the capital struetthe Group may adjust the amount of dividendsd fmai
shareholders, issue new shares or sell assetducerdebt,

The gearing ratios at December 31, 2011 and 2@l 8sfollows:
December 31, 2011 December 31, 2010

Total financial liabilities (Note 7) 3,157,180 2108392
Less: Cash and cash equivalents (Note 5) (1,178,889 (1,317,166)
Net financial liabilities 1,983,291 740,126
Total shareholders’ equity 3,651,641 3,407,734
Total capital invested 5,634,932 4,147,860
Gearing ratio 35% 18%
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NOTE 33 - FINANCIAL INSTRUMENTS
Fair value of financial instruments

Fair value is the amount at which a financial instent could be exchanged in a current transaction
between willing parties, other than in a forcecesad liquidation, and is best evidenced by a quoted
market price, if one exists.

The estimated fair values of financial instrumdmse been determined by the Group, using available
market information and appropriate valuation metiogies. However, judgment is necessarily
required to interpret market data to estimate #evialue. Accordingly, the estimates presenteéiher
are not necessarily indicative of the amounts treu@® could realise in a current market exchange.

Following methods and assumptions were used tmatgithe fair value of the financial instruments
for which is practicable to estimate fair value:

Financial Assets

The carrying amounts of foreign currency denomidatenetary assets which are translated at year
end exchange rates are considered to approxingitedir values.

The carrying values of cash and cash equivalestestimated to be their fair values since they are
short term.

The carrying values of trade receivables along i related allowances for uncollectibility are
estimated to be their fair values since they aoetgbrm.

Financial Liabilities

The fair values of short-term financial liabilitiesd other financial liabilities are estimated &tbeir
fair values since they are short term.

As of December 31, 2011 the carrying value anddhevalue of the long-term borrowings, including

the short term portions, are equal to TRY 2,078,63310: TRY 1,457,740) (Note 7) and TRY
2,094,429 (2010: TRY 1,461,635), respectively.
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(Amounts expressed in thousands of Turkish LiréRYT) unless otherwise indicated.)

NOTE 33 - FINANCIAL INSTRUMENTS (Continued)
Fair value hierarchy table

The Group classifies the fair value measuremeptoh class of financial instruments according & th
source, using the three-level hierarchy, as follows

Level 1: Market price valuation techniques for tretermined financial instruments traded in markets
(unadjusted)

Level 2: Other valuation techniques includes digrdndirect observable inputs
Level 3: Valuation techniques does not containentable market inputs

Fair value hierarchy table as at December 31, 204% follows:

Financial assets at fair value through profit or Iss: Level 1 Level 2 Level 3
Derivative financial assets - 2,932
Financial assets - 491,376 -

Financial liabilities at fair value through profit or loss:

Derivative financial liabilities - 195 -

Fair value hierarchy table as at December 31, 2026 follows:

Financial assets at fair value through profit or Iess: Level 1 Level 2 Level 3
Derivative financial assets - 1,185
Financial assets - 658,679 -

Financial liabilities at fair value through profit or loss:

Derivative financial liabilities - 239 -
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NOTE 34 - SUPPLEMENTARY CASH FLOW INFORMATION
Consolidated statements of cash flows are presevitbioh the consolidated financial statements,

“Changes in provisions” and “Changes in operatisgpts and liabilities” presented in the consolidate
statements of cash flows are as follows:

2011 2010
Changes in provisions:

Accrual for customer premiums 53,442 (15,092)
Warranty provision 32,010 426
Assembly and transportation provision 6,825 3,841
Accrual for sales and marketing expenses (8,113) 1,226
Accrual for bonuses and premiums (4,066) 5,216
Provision for doubtful receivables 23,326 19,882
Provision for employment termination benefits 6,070 14,365
Provision for impairment on inventories 2,182 5,909
111,676 35,773

Change in operating assets and liabilities:
Trade receivables and due from related parties (751,682) (119,656)
Inventories (456,618) (86,649)
Other current assets and liabilities (12,162) 15,765
Other non-current liabilities 274 (3,254)
Trade payables and due to related parties 219,570 202,861
(1,000,618) 9,067

NOTE 35-EVENTS AFTER BALANCE SHEET DATE

Due to approvals from local authorities, purcha&@D% shares of Defy (Botswana) (Proprietary)
Limited (“Defy Botswana”) has been completed inuky 31, 2012. Defy Botswana’s main line of
business is sale of durable goods in Botswana.
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