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Trakya Cam Sanayii A.Ş.

 Important Activities in 2006 

 • 2006 has been a year in which signifi cant growth has been 
realized parallel to the demand improvements in construction, 
automotive and other sectors for which the fl at glass industry 
provides input. Besides,  in 2006  our investment activities 
continued, providing us growth chances and advancing our 
leadership in the region in accordance with our vision. The 
fi rst abroad glass manufacturing factory has also been put 
into operation during 2006. 

• Our fl at glass factory investment in Bulgaria has been 
completed and put into operation. 

• Tempered glass and mirror factories, the investments of which 
continue in Bulgaria have been close to be completed and will 
be put into operation in the fi rst quarter of 2007. 

• Trakya Glass Logistics EAD company has been established 
for jumbo glass transportation in Bulgaria and transportation 
vehicles have been purchased. 

• As a result of the performed expansion investments the 
capacity of Trakya Otocam has been increased to 1.8 million 
vehicle/set. 

• The  fl at glass factory investment covering two fl oat lines and 
450 thousand ton/year capacity within the structure of legal 
personality of Trakya Yenişehir Cam Sanayii A.Ş. in Bursa 
– Yenişehir continues intensely. It has been foreseen that 
the lines will be put into operation respectively in May and 
November. 

• A new coating facility with a capacity of 5 million m2 is being 
constructed next to the  fl at glass factory in Bursa – Yenişehir. 
The facility will be put into operation in June 2007. 

• As a result of two years work   sign usage authority has 
been taken for an important part of fl at glass and processed 
products and the fi rst exports with  brand have been 
realized.

• TR-1 furnace, which had to be stopped due to the extraordinary 
fl ood  in early July, has been put into operation again in 
October as a result of diligent works. 

• The paid-in capital has been increased to 293.2 million YTL 
with 65.6 million YTL (28.8%) free issue. 
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Financial Indicators (TRY Million)
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Trakya Cam Sanayii A.Ş.

Summary Consolidated Balance Sheets

2006 2005 2006 2005
Current Assets 406 309 289 230
Fixed Assets 1,120 992 797 739
Total Assets 1,526 1,301 1,086 970
Current Liabilities 243 191 173 142
Long-term Liabilities 291 240 207 179
Shareholders’ Equity 979 867 706 648
Total Liabilities and Shareholders’ Equity 1,526 1,301 1,086 970
Financial Debt (net) 235 157 167 117

Summary Consolidated Income Statements

2006 2005 2006 2005
Net Sales 714 585 500 436
Cost of Sales (449) (369) (314) (275)
Gross Profi t 265 216 185 161
Operating Expenses (117) (92) (82) (69)
Operating Profi t 148 124 104 92
Finance Income (net) (13) (17) (9) (13)
Other Income and Expenses (net) (16) 7 (11) 5
Income before Monetary Gains and Taxes 119 114 83 85
Tax Provision according to Turkish Tax Law (27) (33) (19) (25)
Monetary Gain 0 0 0 0
Net Income after Monetary Gains and Taxes 92 81 64 60
Deferred Tax Provisions (IAS 12) 53 2 37 1
Net Income / Loss 145 83 101 62
Depreciation 69 60 48 45
Earnings Before Interest,Taxes & Depreciation (EBITDA) 218 184 153 137

  

Financial Ratios

2006 2005
Current Ratio   167% 162%
Financial Leverage (Total Debt / Total Assets)   35% 33%
Financial Leverage (Total Debt / Equity)   54% 50%
Financial Debt (net) / Total Assets   15% 12%
Financial Debt (net) / Equity   24% 18%
Gross Profi t Margin   37% 37%
Net Profi t Margin   21% 21%
EBITDA / Net Sales   31% 31%

TRY Million Million USD

TRY Million Million USD
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Trakya Cam Sanayii A.Ş.

B o a r d   o f   D i r e c t o r s      B o a r d   o f   A u d i t o r s

Chairman Alev YARAMAN Auditor Jülide Adile BAYRAM

Vice Chairman Adil YAĞCI Auditor Kemal AKGÜN

Member (*) Selçuk BARHANA

Member  Emin Ömer BOYACIOĞLU

Member (*)   Özgün ÇINAR

Member Hasan KOÇHAN 

Member  Mustafa Akif SÖZEN

 
(*)  Audit Committee Member

The authorities of the Board of Directors and Board of Auditors members have been specifi ed under the 
Turkish Commercial Code and the Company’s Articles of Association.

 
2006 General Assembly
Agenda 
March 29th, 2007 

1. Election of the Presiding Board and Authorization of the Presiding Board to sign the minutes of the   
 General Assembly

2. Recitation of the Board of Directors, Board of Auditors and Independent Auditors’ Reports concerning the  
 operations of the company in 2006,

3. Examination, Discussion and Approval of 2006 Balance Sheet and Income Statement 

4. Information on Profi t Distribution Policy 

5. Adoption of the resolution concerning the distribution and date of distribution of profi t for 2006,

6. Acquittal of the members of the Board of Directors and Board of Auditors, 

7. Election of the members of the Board of Directors, 

8. Election of the members of the Board of Auditors,

9. Granting authorizations to the members of the Board of Directors in compliance with articles 334 and 335  
 of the Turkish Commercial Code,

10. Determination of the remunerations of the members of the Board of Directors,

11. Determination of the remunerations of the members of the Board of Auditors,

12. Information on shareholders about the donations made during the year.
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Trakya Cam Sanayii A.Ş.

Board of Directors Activity Report 

Dear Shareholders;

We do hereby submit to your inspection and approval, the report, 
the balance sheets and the income statement of Trakya Cam 
Sanayii A.Ş. in its 29th year of operation, issued for the period 
of 01.01.2006 - 31.12.2006 in compliance with the decree of 
the Capital Markets Board of Turkey, Series XI, No.25 and the 
provisions of other supplementary, amendatory and explanatory 
decrees drawn up within the framework of the Capital Markets 
Board of Turkey.

Our Company is an affi liate of Türkiye Şişe ve Cam Fabrikaları 
A.Ş., which was founded by Türkiye İş Bankası in 1935 upon 
the instructions of our Great Leader Atatürk to implement the 
mission of ‘establishing and developing the glass industry in 
Turkey’. Today, our company produces fl at glass, auto glass, 
mirror, laminated, tempered, coated and patterned glass with the 
most advanced technologies. In 2006, we once again faithfully 
strove to fulfi ll our duties and responsibilities in order to increase 
our contribution to the growth of the national economy and to 
create value for our stakeholders and concluded our 29th year of 
operation with success.

2006 and 2007 Developments and Expectations 

While developed and developing countries have grown 
respectively by 3% and 7%, the USA  being the locomotive of 2006 
world economy  has realized a growth of 3.4%.  In the USA, where 
the savings are minimized, both budget and payments defi cits 
(current defi cit) have continued and the international demand 
arising from this has dragged the world economy. In opposite to 
this, Chinese economy growing steadily by 10% has given an 
excess, in other words, it has met US consumption. Japan has 
overcome a defl ation danger and has entered into growth lane. 
EU economies, particularly the economies recently entering the 
union, have generally maintained the growth trend. 

The interest increases aiming elimination of the growing infl ation 
threat, going on for a while have taken a break in US, delayed for 
now in Japan and slowed down in EU. The international capital 
level, which is determining for especially the developing countries 
like Turkey, has maintained its high progress. US economy has 
been the most important component supporting this level through 
defi cits. Besides the commodity (petroleum, mine, metal etc.) 
manufacturers whose prices show a periodical increase connected 
to the conjuncture, China, maintaining its high stable growth 
progress, has created a trading excess. Enlivened Japanese 
economy and Germany have been other important economies 
creating trading excess.

In political regards, the instability in petroleum region Middle 
East has continued. Besides Iraq to be taken into civil war, 
Israel, Lebanon and Palestine relations and Iran – US attritions, 
Venezuela‘s anti-American policy in the region, the security 
issues in Nigeria, Russia’s usage of petroleum and natural gas 
as a pressure component over CIS countries and similar matters 
have increased the tension in the energy markets. 

In the coming period, the developed economies including USA will 
continue to experience a confl ict between the growth and infl ation 
threat. Therefore, the interest adjustments will remain to be in 
the agenda and this will cause a continuous risk especially for 
the developing countries drawing up their growth to the external 
resources. The possibility of Japan, who is in growth trend, to 
increase the interests that are at 0.25% level, USA’s current and 
budget defi cits, the damage of the prestige of the dollar in the 
world payments system related to this and the energy corridor 
wars cause a worry. The existence of high demand resources in 

commodity markets such as China keeps the prices high. Global 
warming, particularly the social security and unemployment 
in Europe and terror are considered as other determining 
components. 

In Turkey, 2006 has been a negative period in terms of infl ation 
and interests. The infl ation has increased over expectations in 
the fi rst year of “Explicit Infl ation Targeting”. 

Besides the export, the domestic demand is expected  to keep its 
activity and the manufacturing industry to continue its production 
increase, although with a slow down. Both have ensured the 
growth to continue uninterruptedly for 19 quarters at 5.5%. In 
May 2006, the fi nancial fl uctuation in the international markets 
has caused the global capital to increase a little more, the stock 
exchange market has decreased, the dollar exchange rate has 
reached 1.8 TRY, but the fl uctuation has been taken under control 
through increases of the interests over 20% and with foreign 
exchange sales. Despite this development increasing the interest 
expenditures, the fi nancial discipline has not been impaired and 
with the completion of big privatizations such as Tüpraş and 
Erdemir in addition to the previous ones and also the support 
of tax/ Premium amnesty collection the year has ended with an 
almost balanced budget.

The high petroleum prices have increased the energy bill and 
the diffi culty experienced in July 2006 in electricity supply has 
brought about potential problems of energy infrastructure. On the 
other hand, Baku – Tbilisi – Ceyhan pipeline has been put into 
operation in the same period. 

In parallel to the economic growth, foreign trade has also grown; 
the exports and imports have reached USD 85 billion and USD 137 
billion respectively. USD 20 billion of that amount has been direct 
investment and USD 10.6 billion has been kept in the reserves. 
While a triple change has experienced in the debt inventory as 
from outside to inside, foreign currency to TRY and public sector 
to private sector, the external and internal debts have reached 
USD 200 billion and USD 180 billion respectively.

Structural problems such as informality, unemployment and 
social security have kept their existence. The freezing of 8 titles 
in deliberations with EU, which is one of the most important basis 
in structural transformation, has caused a problem. However, the 
fact that some banks and real estates had been sold to foreigners 
with high prices, has shown that despite all risk perceptions 
Turkey keeps its attractiveness in the long term. 

The infl ation expectation in the economy is 6-7% and besides 
external factors such as international capital, petroleum prices, 
climate conditions and the security issues in our nearby geography, 
the political facts such as President and general election and the 
current defi cit level will be determining components in 2007 in 
terms of economic and political stability. 

Flat Glass Industry and Developments 

With its wide product range, fl at glass continues to have a great 
importance for the world economy by giving services to sectors 
such as white goods, furniture, agriculture, transportation, health 
and energy, construction and automotive, 

World  fl at glass demand increases by 4% on average annually 
while in developing countries such as Turkey this rate changes  by 
5-10%. In growth rate parallels, the production and consumption 
shares of North America and Eastern Europe, which are at ~40% 
level, are decreasing and the shares of developing countries 
increase.
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12) The Disclosure of Insiders
Due to the fact that there is no legislation making it compulsory 
and no need arose to disclose to the public, a list of people with 
insider information has not been disclosed. The following list 
includes the people in addition to the Board of Directors that can 
hold insider information:

Name & Surname Title 

Ulukan İyigün Production & Development Director

Çetin Aktürk Marketing and Sales Director 

Selçuk Demirkıran Trakya Plant Manager 

Ertan Tanyeli Mersin - Tarsus Plant Manager 

Reha Akçakaya Trakya Autoglass Plant Manager

Ali Şekerli Processed Glass and Coated Glass  
Plant Manager

Müfi t Özkara Financial Resources Manager

Ceyda Erdem  Planning Manager 

SECTION III – Stakeholders

13) Stakeholder Access to Information 

All important events and developments are disclosed to the public 
through the pres, television, internet and special announcements, 
according to the provisions in legislation. For instance, important 
developments in the collective bargaining talks have been 
disclosed on the internet and by e-mail to employees.

14) Stakeholders Participation in Company 
Management

No models have been designed for the participation of stakeholders 
in company management.

15) Human Resources Policy 

In the framework of human resources systems, the company 
has formed the principles of the following; employment, working 
conditions, career management, ranking, remuneration, fi nancial 
and social rights, performance evaluation and termination of 
contract.  Relationships with the employees are carried out without 
any problems by the human resources unit. No complaints on 
discrimination have been reported to company managers.

16) Information on Relationship with Customers 
and Suppliers

Trakya Cam continues to remain a trustworthy organization 
producing meaning and value for its partners, employees, 
customers, suppliers and society, with its unchanging  attributes of 
‘human centeredness’ and ‘trust organization’. Throughout product 
and service provision as well as marketing and sales, customer 
satisfaction being our motto, customers and consumers are dealt 
with the utmost care and sensitivity. In addition, all matters and 
developments of importance as well as legal changes regarding 
customers and suppliers are rapidly disclosed and communicated 
through the fastest medium.

17) Social Responsibility 

Trakya Cam, acutely aware of its responsibilities towards laws and 
environmental values, believe in the need to leave a livable world 
for the coming generations. Regarding this approach as a main 
tenet of its strategic management, all activities are accordingly 
carried out. Our aim is to carry out environmental protection 
activities in the framework of environmental management 
systems, and achieve continuous development with the support 
of employees.

SECTION IV –Board of Directors (BoD)

18) Structure and Formation of the Board of 
Directors and Independent Members

The Board of Directors is composed of 7 (seven) members whose 
names are given below in accordance with the provisions of the 
legislation in force. While three of board of directors members 
are charged with execution the other four are non-executive 
members. 

The name and duties of our company’s board of directors 
members;

Name and Surname   Duty

Alev Yaraman  Chairman
Adil Yağcı  Vice Chairman
Selçuk Barhana     (*) Member
Emin Ömer Boyacıoğlu   Member
Özgün Çınar (*) Member
Hasan Koçhan  Member
Mustafa Akif Sözen  Member 
(*) Audit Committee Member

Due to the fact that no circumstances have come up to establish 
rules and restrictions for the board members to accept outside 
duties, no rules and restrictions have been laid out. 

19) Qualities of Board of Directors Members 

In principle, only people with exceptional knowledge and 
experience with qualities and a relevant past are candidates 
for board membership. People who have been convicted by 
participating or undertaking felonies, spelled out in Capital 
Markets Legislation, Principles of Corporate Governance Section 
IV. Article 3.1.2, cannot be nominated. Minimum requirement 
expected of nominees for board membership are; analyzing 
fi nancial statements and reports, an understanding of the legal 
framework the company operates on regarding daily and long 
term activities, and ability and resolve to attend the announced 
meetings of the Board during the budget year. The underlying 
principles on this issue however are not contained in the Articles 
of Association

20) The Mission, Vision and Strategic Targets of 
the Company

The vision of our company has been determined as “being the 
leading manufacturer company in our vital geography covering the 
surrounding countries in activity areas” and this matter has been 
disclosed to the public in our annual activity reports. The strategic 
targets created by company directors are approved by the board 
of directors. The above mentioned strategic targets regarding the 
next three years, are established in strategic plan meetings which 
are attended by managers from the company, and then approved 
by the Board before implementation. The Board scrutinizes the 
monthly activities (sales, production, stock, number of employees 
and profi t-loss situation) and evaluates past performance. 

21) Risk Management and Internal Control 
Mechanisms 

The compliance of all activities of the company and subsidiaries 
to laws, AoA and internal procedures is periodically audited by the 
Board of Auditors of Türkiye Şişe ve Cam Sanayii A.Ş. and any 
faults and defi ciencies are reported.
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The activites commenced in the second half of 2004 withe the aim 
for establishing of “risk management processes” are expected to 
be concluded within the scope of restructuring works undertaken 
to perfect the company organization systems and structure. 

22 The Duties and Responsibilities of the Board 
of Directors

The duties and responsibilities of the Board of Directors are articulated 
by the company AoA articles 8 through 14. The management and 
representation of the company outside is carried out by the Board of 
Directors, maximum 9 people, selected from among shareholders, 
in the shareholders general meeting and in accordance with the 
Turkish Commercial Law.

The Board of Directors selects a chairman and a vice chairman after 
the General Assembly. In case the chairman or the vice chairman 
has to leave their positions for whatever reason, another selection is 
made. The Turkish Commercial Law Article 315 is valid. In case the 
Chairman is absent, the vice-chairman chairs the meetings. If the 
vice-chairman is also absent, a temporary chairman for the meeting 
is elected. The date, time and agenda of the Board of Directors 
meeting is set by the chairman, this task is carried out by the vice-
chairman in his/her absence.

The meeting date can also be set by a decision of the Board of 
Directors. Board of Directors meets as the company business 
and procedures require. A minimum of one meeting per month is 
compulsory.

The Board of Directors can authorize one of more of its members, or 
the company president and managers to carry out all or some of its 
business, or decide to ask its members to carry out company tasks.

23) Principles of Operation of the Board of 
Directors

The agenda of the Board of Directors meetings are determined 
by the needs of the company, considering developments in the 
country or the world. 45 (fourtyfi ve) meetings were carried out 
during the period.  Invitation to meetings is done by the fastest 
means possible that is phone, meeting agenda and documents 
are sent at least one week ahead and participation provided.

There is no a secretariat under Board of Directors Chairman with 
the quality stated in Capital Market Board Principles. On the other 
hand, activities articulated in the Capital Markets Legislation, 
Principles of Corporate Governance Section VI, Article 2.19 
are carried out by company personnel in accordance with the 
Corporate Governance Principles.  

24) Doing Business with the Company and 
Prohibition of Competition

Permission is given to members of the Board of Directors, by 
General Assembly approval in accordance with provisions of 
Turkish Commercial Law Articles 334 and 335.  No confl ict of 
interest has been reported due to this permission. 

25) Ethical Rules 

Trakya Cam carries out its activities in accordance with the eight 
principles represented also in its logo: strong, diversifi ed, integrated, 
high quality, dependable, modern, monolytic and progressive. 
Rules regarding the employees have been determined and 
disclosed to the employees by the ‘Human Resources Systems 
Regulations’. These rules can be summarized as compliance 
with all present and future rules, regulations, procedures and 
instructions of the company, consideration of the honor of the 
company in all relationships with each other, third persons and 
private life, non-disclosure of any and all information that has 
been obtained through their duties, on the workings, strategies, 
investments, customers, suppliers, etc. of the company to 

anyone, not to undertake activities that can be labeled as trader, 
entrepreneur, etc.

26) The Number, Structure and Independence 
of Committees Established Under the Board of 
Directors

To undertake the Boards duties in a healthy way, a committee 
responsible for audits has been established from non-executive 
members.  This committee has no independent members of 
attributes stated in the Capital Markets Legislation Principles of 
Corporate Governance.  The committee meets at least every 
three months, and audits the fi nancial and operational activities of 
the company according to the generally accepted standards.

27) Financial Benefi ts of the Board of Directors

 All rights, benefi ts and remuneration for the members of the 
Board of Directors, according to the company AoA are determined 
by the General Assembly.  

In the 2005 Ordinary General Assembly of the company, held on 
11 April 2006, the compensation fees to be paid the members of 
the Board of Directors have been determined and disclosed to 
the public.

Credit and lending to the members of the Board of Directors 
is prohibited, including third person personal credit, as well as 
bonds in favor for guarantee.
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Distribution of Profi t for the year 2006

Dear Shareholders;

Our company profi t for the year 2006 is TRY 144,522,567.

Our net profi t of TRY 144,522,567 on our consolidated balance  for the year 2006, prepared in accordance 
with the Capital Markets Board of Turkey’s decree with Serial No.XI, No.25 that refers to the International 
Financial Reporting Standards (IFRS), within the framework of the promulgation on distribution of profi t, will be 
distributed according to the 29th clause of our Articles of Association; considering the profi t/loss resulting from 
the consolidation of the subsidiaries and affi liates that are included in full consolidation fi gures, and our share 
of profi ts consistent with the portion of our interest of the ones that have taken a decision on their distribution of 
profi t but yet to have taken the approval of their general assemblies as of the date of our report. We do hereby 
present to you the distibution of the profi t for 2006;  

 •  Cash dividend distribution of TRY 67,442,022, 23,0% of issued capital
 • Designation of April 16, 2007 as the dividend payment date

 Net Period Profi t 144,522,567 

 1st Legal Reserve (-) 5,468,159 

 Total Dividends to Shareholders 67,442,022 

 2nd Legal Reserve (-)   5,278,071 

 Extraordinary Reserves 66,334,315 

 Gross Profi t Per TRY 1 Share TRY 0,23 / 23 %  
 

Note: Shareholders that are not subject to witholding tax will be paid the gross profi t in full i.e TRY 0,23 (23%) 
while the ones that are subject to witholding tax will be paid TRY 0,1955 (19,55%) after witholding tax 
is deducted from this amount.

           Alev YARAMAN      Mustafa Akif SÖZEN 
   Board of Directors Chairman           Board of Directors Member
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Trakya Cam Sanayii A.Ş.
2006 Auditors’ Report 

To the General Assembly of Trakya Cam Sanayii A.Ş.;

Name of Partnership : Trakya Cam Sanayii A.Ş.
Head Offi ce : Istanbul

Registered Capital : TRY. - 600.000.000. 

Issued Capital : TRY. - 293.226.184.

Field of Activity : Production and sales of fl at glass, auto glass, mirror, laminated, tempered and coated 

  glass in various thickness.
Names and Terms
of the Auditors : Kemal Akgün  11.04.2006 - 29.03.2007
  Jülide Adile Bayram 11.04.2006 - 29.03.2007
  The auditors are not partner or personnel of the company. 

Number of meetings : 7 (seven) Board of Directors meetings, 7 (seven) Board of Auditors meetings
participated  

Scope of the examination 
made on the partners’ accounts, : On  the  basis  of the authority  granted  to  our  Board by  the  General ssembly,
book and documents,   revision procedures  complying  to the  Tax  Legislation and Commercial Law and
dates and results thereof  generally accepted accounting principles were conducted at the below    mentioned dates 
   and was confi rmed that the balance  and the income statement are in compliance 
  with the records and that the company books are    kept in accordance with relevant 
  legislation and principles. (06.01.2006 / 21.04.2006 / 12.05.2006 14.07.2006 / 13.10.2006  
  / 24.11.2006)

Number and results of :   The cashier was counted 6 (six) times in 2006, and was confi rmed that 
examination procedures  the actual and book records were consistent.
conducted as per sub-paragraph  
3 of paragraph 1 of article 353
of Turkish Commercial Code 

Dates and results of the : The existing letters of guarantee and commercial papers were found 
examination procedures  to be consistent with the book records at  the  examinations  performed 
conducted as per sub-paragraph  on the following dates: (06.01.2006 / 21.04.2006 / 12.05.2006 14.07.2006 / 
4 of paragraph 1 of article 353  13.10.2006/ 24.11.2006)
of Turkish Commercial Code

Any complaints or frauds made : No complaints  or  frauds  were  reported  as  regards  to  Trakya  Cam 
known, operations thereon  Sanayii A.Ş. during our term of offi ce as auditors.
  

We have examined all accounts and operations of Trakya Cam Sanayii A.Ş. for the period between 01.01.2006 – 
31.12.2006 in compliance with the Turkish Commercial Code, Articles of Incorporation and other relevant legislation and 
general accepted accounting principles and standards.

Our opinion is that the enclosed Balance , the content of which we adopt, dated 31.12.2006 and the Income Statement 
for the period between 01.01.2006 - 31.12.2006 truly and correctly refl ect respectively the fi nancial status and results of 
the activities of the company for the mentioned period.

We kindly request the General Assembly to have the Balance  and the Income Statement approved, and the Board of 
Directors discharged

       Auditors 

                                        Kemal Akgün                               Jülide Adile Bayram
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T r  a  k  y a  C a m  S a n a y i  i   A.  Ş .
E x e c u t i v e  M a n a g e m e n t 

M a n a g e m e n  t

&  S a l e s  C e n t e  r

Chairman of the Board Alev YARAMAN

Directors  

Production &Development Ulukan İYİGÜN

Auto& Processed Glass  Emin Ömer

 BOYACIOĞLU 

Marketing & Sales Çetin AKTÜRK

Management Services Mustafa Akif SÖZEN

Managers

Financial Resources Müfi t ÖZKARA

Planning Ceyda ERDEM

Human Resources Ceyhan EMİROĞLU

Accounting M. Gürol SÖNMEZ

Purchasing (Materials 

Management ) Kemal BAYTIN

Information Technologies Kadriye AKAGÜL

Development Derya EREL

Project Günay N. UĞURLU

Development & Engineering  

Services Ahmet Metin OĞUZ

Technical Standards Orhan  
 ÇORUMLUOĞLU

Processed Glasses Marketing  

&Sales  Nesrin DEMİRCİOĞLU

Business Development E. Ersin KINLI

Project Sales H. Halit GÜRAL

Domestic Sales Necati KARAMANOĞLU

Export Sales (Region I)  Mehmet Halil ÇAĞLAR

Export Sales (Region II)  A. Selda TOKMAN

Marketing Esen BULCA

Export Marketing  S. Ebru ŞAPOĞLU

Technical Services M. Haluk GÜREREN

Logistics Planning Hikmet ÇAMLIGÜNEY

Logistics Services(Domestic)  M. Vecdet SALGIN

Logistics Services (Abroad)  Selma ÖNER

Marketing Communications Demet BUDAK

 

T r a k y a  F a c t o r y

Factory Manager Selçuk Y. DEMİRKIRAN

Production Manager Gökhan ATİKKAN

Technical Manager Mehmet E. KIZILKAYA

Logistics Manager Ramazan EROĞLU

Processed Glasses Manager Mehmet S. GÖRKEY

Accounting Manager Hasan DERYA

Human Resources Manager Ekrem ŞENSOY

M e r s i n – T a r s u s  F a c t o r y

Factory Manager Ertan TANYELİ

Production Manager Habip YILDIRIM

Technical Manager  Melih DÖNER

Accounting and Human

Resources Manager Sedat DAĞ

A u t o  G l a s s  F a c t o r y

Factory Manager Reha AKÇAKAYA

Marketing & Sales Manager Erdil TÜRKSOY

Production Manager Çağatay SUNER

Accounting Manager Nurettin AKÇA

Engineering & Product  

Development Manager Gökçen TURAL 

Quality Assurance & Customer  

Support Services Manager A. Murat MENGÜÇ

Logistics Manager Atilla YÜKSEL

Production Planning Mngr. A. Deniz KAYA 

Heavy Commercial Vehicle

Glasses Manager Sedat ÇAVUŞLAR

Human Resources Manager Talat HERAL

G l a s s  P r o c e s s i n g  a n d  C o a t e d 

G l a s s e s  F a c t o r y 

Factory Manager Ali ŞEKERLİ

Production Manager H. Zafer SAĞLAM
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Trakya Cam Sanayi A.Ş.

and its Subsidiaries

Consolidated Financial Statements

For the year ended 31 December 2006
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 INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of
Trakya Cam Sanayii A.Ş.

We have audited the accompanying consolidated fi nancial statements of Trakya Cam Sanayii A.Ş.  (the 
“Company”) and its subsidiaries (together the “Group”) comprising the consolidated balance sheet as of 
31 December 2006, and the consolidated income statement, consolidated statement of changes in equity 
and consolidated cash fl ows statement for the year then ended, and a summary of signifi cant accounting 
policies and other explanatory notes.

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

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

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

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

We did not audit the fi nancial statements of the joint venture, Trakya Glass Bulgaria EAD located in Bulgaria, which 
refl ect total assets constituting 13% of the consolidated total assets as of 31 December 2006, and total revenues 
constituting 13% of consolidated total revenues for the period then ended. Those statements were audited by 
another auditor whose report has been furnished to us, and our audit, insofar as it relates to the amounts included 
for Trakya Glass Bulgaria EAD are based solely on the report of the other auditor.          

Opinion
In our opinion, the accompanying consolidated fi nancial statements give a true and fair view of the fi nancial position 
of Trakya Cam Sanayii A.Ş. and its subsidiaries as of 31 December 2006 and the results of its operations and its 
cash fl ows for the year then ended in accordance with the fi nancial reporting standards published by the Capital 
Markets Board.  

Istanbul, 13 March 2007
DRT BAĞIMSIZ DENETİM VE SERBEST MUHASEBECİ MALİ MÜŞAVİRLİK A.Ş.
Member of DELOITTE TOUCHE TOHMATSU

Hüseyin Gürer
Partner
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TRAKYA CAM SANAYİİ A.Ş. AND ITS SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS AS OF 

31 DECEMBER 2006 AND 31 DECEMBER 2005 (TRY)

ASSETS Note 31 December 2006 31 December 2005

Current Assets 405.628.494 309.006.475

Cash and cash equivalents 4 115.961.847 52.861.501

Marketable securities (net) 5 - -

Trade receivables (net) 7 114.408.581 82.975.099

Finance lease receivables (net) 8 - -

Due from related parties (net) 9 50.552.899 85.819.524

Other receivables (net) 10 12.318.513 3.853.852

Biological assets (net) 11 - -

Inventories (net) 12 110.596.288 83.071.413

Receivables from ongoing construction contracts (net) 13 - -

Deferred tax assets 14 - -

Other current assets 15 1.790.366 425.086

Non – Current Assets 1.120.473.230 992.449.043

Trade receivables (net) 7 85.457 71.269

Finance lease receivables (net) 8 - -

Due from related parties (net) 9 - -

Other receivables (net) 10 - -

Financial assets (net) 16 131.114.175 202.495.978

Goodwill (net) 17 - -

Investment property (net) 18 - -

Tangible assets (net) 19 968.298.515 787.472.068

Intangible assets (net) 20 1.710.228 1.549.292

Deferred tax assets (net) 14 19.264.855 837.596

Other long term assets 15 - 22.840

  

Total Assets 1.526.101.724 1.301.455.518

Financial statements of the Company were approved by the Board of Directors on 13 March 2007, and signed by M. Akif 
Sözen, Board of Directors Member, and Müfi t Özkara, Finance Manager.
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TRAKYA CAM SANAYİİ A.Ş. AND ITS SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS AS OF 

31 DECEMBER 2006 AND 31 DECEMBER 2005 (TRY)

LIABILITIES Note 31 December 2006 31 December 2005

Current Liabilities 243.251.017 191.061.548
Short term borrowings (net) 6 114.334.539 81.983.146

Short term portions of long term borrowings (net) 6 37.580.367 15.017.871

Obligations under fi nance leases (net) 8 - -
Other fi nancial liabilities (net) 10 - -
Trade payables (net) 7 32.565.629 19.472.274
Due to related parties (net) 9 34.342.810 56.789.878
Advances received 21 3.960.241 538.143

Progress costs of ongoing construction contracts (net) 13 - -

Provisions 23 7.686.894 9.456.133
Deferred tax liability 14 - -
Other liabilities (net) 15 12.780.537 7.804.103

Non – Current Liabilities 290.641.565 240.802.993
Long term borrowings (net) 6 198.919.899 113.764.745
Obligations under fi nance leases (net) 8 - -
Other fi nancial liabilities (net) 10 - -
Trade payables (net) 7 - -
Due to related parties (net) 9 - -
Advances received 21 - -
Provisions 23 26.769.142 26.150.305
Deferred tax liability 14 64.463.692 99.446.505
Other liabilities (net) 15 488.832 1.441.438

Minority Interest 24 12.492.726 3.068.759
SHAREHOLDERS’ EQUITY 979.716.416 866.522.218
Capital 25 293.226.184 227.600.000
Adjusment to Share Capital 25 - -
Capital reserves 26 131.784.460 171.956.112
Premium in excess of par - -
Gain on cancellation of equity shares - -
Revaluation reserve - -
Revaluation reserve for fi nancial assets 1.287.518 41.459.170
Infl ation adjustment of  equity items 130.496.942 130.496.942
Profi t reserves 27 208.703.543 176.175.314
Legal reserves 128.348.514 118.537.922
Statutory reserves - -
Extraordinary reserves 71.957.363 57.322.825
Special reserves - -
Gains from sales of tangible and fi nancial assets transferable to 
capital

- -

Foreign Currency Translation Adjustments 8.397.666 314.567
Net Profi t for the Period 144.522.567 82.924.927
Retained Earnings 28 201.479.662 207.865.865
Total Shareholders’ Equity and Liabilities 1.526.101.724 1.301.455.518
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TRAKYA CAM SANAYİİ A.Ş. AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME AS OF 

31 DECEMBER 2006 AND 31 DECEMBER 2005 (TRY)

INCOME STATEMENT Note
1 January-

31 December 2006
1 January-

31 December 2005

OPERATING INCOME

Sales revenue (net) 36 713.516.095 585.390.591

Cost of sales (-) 36     (448.615.796) (369.461.510)

Other operating income / interest+dividend+rent (net) 36 - -

GROSS OPERATING PROFIT  264.900.299 215.929.081

Operating expenses (-) 37 (116.621.050) (92.399.986)

NET OPERATING PROFIT 148.279.249 123.529.095

Other operating income and profi ts 38 15.096.933 14.713.507

Other operating expense and losses (-) 38 (31.284.325) (7.435.781)

Finance expenses (-) 39 (13.421.674) (16.439.629)

OPERATING PROFIT 118.670.183 114.367.192

Net monetary gain / loss 40 - -

MINORITY INTEREST 24 (401.467) (61.259)

PROFIT BEFORE TAXATION 118.268.716 114.305.933

Taxation 41 26.253.851 (31.381.006)

NET PROFIT FOR THE PERIOD 144.522.567 82.924.927

EARNINGS PER SHARE 42 0,493 0,283
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 TRAKYA CAM SANAYİİ A.Ş. AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS 

FOR THE YEARS ENDED 31 DECEMBER 2006 AND 31 DECEMBER 2005

(Amounts expressed in New Turkish Lira (TRY) unless otherwise stated)

 Note
1 January-

31 December
2006

1 January-
31 December

2005
CASH FLOWS FROM OPERATING ACTIVITIES
Net profi t for the period 144.522.567 82.924.927
Adjustments to reconcile net profi t to net cash provided by operating 

activities:
     Depreciation of tangible assets 19 68.826.447 60.188.237
     Amortization of intangible assets 20 464.414 237.580
     Diminution in value of tangible assets 19 6.916.937 -

     Equity pick-up (income) / loss recognized 9.213.934 (424.549)

     Diminution in value of fi nancial assets 16 2.661.371 (908.246)
     Accrued exchange losses and interest on borrowings (5.648.064) (2.220.173)
     Changes in retirement pay provision 23 4.548.992 6.500.901

  Changes in allowances for doubtful receivables 7 147.742 -
     Changes in other provisions 23.644 (163.424)
     Accrued taxation (26.253.851) 31.381.006

Operating cash fl ows provided before changes in working capital 205.424.133 177.516.259

Changes in working capital:
Due from related parties 35.266.625 (36.286.083)
Inventories (27.524.875) (22.942.997)
Trade receivables (31.581.224) (11.214.006)
Other receivables and current assets (9.829.941) (3.291.986)
Due to related  parties (22.447.068) (720.502)
Trade payables 13.093.355 5.855.529
Advances received 3.422.098 (845.920)
Other liabilities 4.952.790 1.117.184

Cash used in operations (34.648.240) (68.328.781)
 Taxes paid (28.900.701) (41.583.656)

Retirement payments 23 (3.930.155) (4.337.348)
Net cash provided by operating activities 137.945.037 63.266.474
CASH FLOWS FROM INVESTING ACTIVITIES
      Interest received 8.469.803 4.414.810
      Changes in fi nancial assets 19.400.117 526.363

Purchases of tangible assets 19 (257.385.549) (148.449.459)
 Purchases of intangible assets 20 (614.766) (599.096)
      Net book value of tangible assets disposed 19 8.570.677 1.315.401
      Net book value of  intangible assets disposed 20 - 59.418
      Change in translation reserve 227.526 326.414
      Disposal of subsidiary - 300.627
      Changes in other investing activities (943.954) 691.195
Net cash used in investing activities (222.276.146) (141.414.327)
CASH FLOWS FROM FINANCING ACTIVITIES
       Changes in borrowings (net) 137.247.304 52.884.386
       Dividends paid (64.866.000) (70.556.000)
       Capital increase 65.626.184 -
       Changes in minority interests (net) 24 9.423.967 3.068.759
Net cash provided by / (used in) fi nancing activities 147.431.455 (14.602.855)
NET CHANGES IN CASH AND CASH EQUIVALENTS 63.100.346 (92.750.708)
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF PERIOD 4 52.861.501 145.612.209
CASH AND CASH EQUIVALENTS AT THE END OF PERIOD 4 115.961.847 52.861.501
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 31 DECEMBER 2006
 
 The Group consists of Trakya Cam Sanayii A.Ş. (“the Company”), three joint ventures, and one subsidiary and two 
associates in which the Company owns a majority shareholding and control power. 

  Trakya Cam Sanayii A.Ş. was established on 17 January 1978 and started production in 1981. The Company is a subsidiary 
of the group of Türkiye Şişe ve Cam Fabrikaları A.Ş which is under the control of Türkiye İş Bankası A.Ş. Currently, the 
Company is a producer of basic fl at glass, automotive glass, mirror, laminated glass, coated and processed glass in 
its production facilities at Kırklareli (Lüleburgaz), Kocaeli (Çayırova), Mersin (Tarsus), Bulgaria (Targovishte) and Bursa 
(Yenişehir). Headquarter of the Company is located at İş Kuleleri Kule 3, 4.Levent/ İstanbul. Operation at the production 
facility in Yenişehir has not started yet. It is planned that production will start at May 2007.  

 Consolidated Subsidiaries:
 
 The companies included in the consolidation, their nature of business, segments and the direct & effective ownership 
percentages of the Group in capital of these companies are as follows:
 
Subsidiary:

Company Name Nature of Business Country of Registration

Trakya Yenişehir Cam San.A.Ş.
Production and sale of fl at 
glass

Turkey

31 December 2006 31 December 2005

Ratio of direct
ownership

Ratio of effective
ownership

Ratio of direct
ownership

Ratio of effective
ownership

Company Name % % % %

Trakya Yenişehir Cam San.A.Ş. 85 85 85 85  

Joint Ventures:
Company Name Nature of Business Country of Registration

Trakya Cam Investment BV Finance and investment Netherlands

Trakya Glass Bulgaria EAD Production and sale of fl at glass and glassware. Bulgaria

Trakya Glass Logistics EAD Logistic Bulgaria

31 December 2006 31 December 2005

Ratio of direct
ownership

Ratio of effective
ownership

Ratio of direct
ownership

Ratio of effective
ownership

Company Name % % % %
Trakya Cam Investment BV 70 70 70 70
Trakya Glass Bulgaria EAD - 70 - 70
Trakya Glass Logistics EAD - 70 - 70

Associates:
Company Name Nature of Business Country of Registration
Çayırova Cam San. A.Ş. Commercial operation (*) Turkey
Camiş Elektrik A.Ş. Electricity Production and Sales Turkey

31 December 2006 31 December 2005
Ratio of direct

ownership
Ratio of effective

ownership
Ratio of direct

ownership
Ratio of effective

ownership
Company Name % % % %
Çayırova Cam San. A.Ş. 28 28 28 28
Camiş Elektrik A.Ş. 34 40 34 40

(*) Çayırova Cam San. A.Ş. generates rent income by leasing its warehouses and facilities to the Group Companies.
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Shareholder structure of the Company:

 The issued nominal capital of the Company is TRY 293.226.184. Shares of the Company are traded at the Istanbul 
Stock Exchange (ISE), and the shareholder structure is as follows:

31 December 2006 31 December 2005

Share Share Amount Share Share Amount

Shareholders % TRY % TRY

T.Şişe ve Cam Fabrikaları A.Ş. 60,83 178.369.488 60,83 138.451.870

Publicly held 31,31 91.809.118 31,31 71.273.310

Cam Pazarlama A.Ş. 6,16 18.062.733 5,85 13.308.652

IFC 0,07 205.258 0,07 150.000

Other 1,63 4.779.587 1,94 4.416.168

Total 100,00 293.226.184 100,00 227.600.000

       Number of employees by category:
 

31 December
2006

 31 December
2005

Personnel with monthly salary 845 664

Personnel with hourly wage 1.924 1.619

Total 2.769 2.283

2. BASIS OF THE CONSOLIDATED FINANCIAL STATEMENTS

 Accounting Standards Applied:

The Company and its subsidiaries, which are registered in Turkey, maintain their books of account and prepare 
their statutory fi nancial statements (“Statutory Financial Statements”) in accordance with accounting principles in 
the Turkish Commercial Code and Tax Legislation (collectively, “Turkish Practices”). The subsidiaries, which are 
registered in foreign countries, maintain their books of account and prepare their statutory statements in accordance 
with accounting principles prevailed in their registered countries. 

The Capital Market Board (the “CMB”), published a set of comprehensive accounting policies in Communiqué No: 
XI/25 “Communiqué on Capital Market Accounting Standards” (the “Communiqué No: XI/25”). Without revealing the 
declarations issued by the CMB upon Accounting Standards including fi nancial statement, report and footnote formats 
in the Additional Article 1 which is added to the Communiqué No: XI/25 and Communiqué No: XI/27 “Communiqué 
on Amendments upon the Capital Markets Accounting Standards Communiqué” (the “Communiqué No: XI/27”) 
published on 23 December 2004, it is stated that the application of International Financial Reporting Standards 
(“IFRS”) by companies should be in accordance with the required arrangements and declarations issued in the 
Communiqué No: XI/25. Therefore, as an alternative the compliance with the accounting standards issued by the 
International Accounting Standards Board (“IASB”) and International Accounting Standards Committee (“IASC”) will 
be counted as in compliance with the CMB’s Accounting Standards.

According to this, the Group adopts itself to prepare its fi nancial statements according to the alternative application 
frame permitted by the CMB, mentioned above starting from 31 December 2003. The fi nancial statements and 
footnotes are prepared in accordance with the CMB’s announcement on 20 December 2004 regarding the obligatory 
format.

Preparation of Financial Statements in Hyperinfl ationary Periods:

The CMB with the resolution numbered 11/367 dated 17 March 2005 declared that companies operating in Turkey 
which prepare their fi nancial statements in accordance with the CMB Accounting Standards (including the application 
of IFRS) effective 1 January 2005, will not be subject to the application of infl ation accounting.  Based on that 
declaration, in the accompanying fi nancial statements IAS 29 “Financial Reporting in Hyperinfl ationary Economies” 
was not applied beginning from 1 January 2005.
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Principles of Consolidation:

 The consolidated fi nancial statements incorporate the fi nancial statements of the Company and enterprises controlled 
by the Company as explained in Note 1. Adjustments are made to eliminate intercompany sales and purchases, 
intercompany receivables and payables and intercompany equity investments.  

 Entities in which the Group, directly or indirectly, has above 50% shareholding or interest of voting rights or otherwise 
has power to exercise control over operations, have been fully consolidated. The group has obtained a share from 
the operations of the equity subsidiaries since it has power to govern the fi nancial and operational policies of the 
company. All signifi cant transactions and balances between the Group and its consolidated subsidiaries are eliminated 
on consolidation. In cases where the consolidated entities are not 100% owned, the shareholder’s equity and net 
income which belong to third party shareholders are separately disclosed as minority interest.

 Joint ventures are accounted by using the proportionate consolidation method in the fi nancial statements of the 
Group. Application of this method is abandoned when the joint control ceases in such companies. Proportionate 
consolidation method principally has the same procedures as the full consolidation method. However, before 
commencing joint management consolidation transactions, balance sheet and income statement amounts of the 
participations subject to joint management are gathered with similar accounts in the fi nancial statements of the 
Group by taking into consideration the share of the Group acquired directly and/or via its subsidiaries. After these 
transactions, shareholders equity of minority shares and minority profi t/loss are not included in the consolidated 
fi nancial statements. Presentation of the transactions between the joint ventures and the Group are refl ected to the 
fi nancial statements based on the substance of the transaction. Within this context, profi t earned from the transfer or 
sale of a non-current asset to joint ventures is considered as much as the other entrepreneurs’ share.

         An associate is an enterprise over which the Group is in a position to exercise signifi cant infl uence, through participation 
in the fi nancial and operating policy decisions of the investee and they are accounted by using the equity method. 
Under the equity method, the net assets of the investee company are carried in the consolidated balance sheet and 
the share of the Group derived from the investee company’s results of operations is recognized in the statement 
of income. The carrying amount of such investments is reduced to recognize any decline, other than a temporary 
decline, in the value of individual investments. 

 
 According to IAS 21 “The Effects of the Changes of Exchange Rates”, the assets and liabilities of the  associates of 

the Group in foreign countries, are converted to Turkish Lira by the rates prevailing at balance sheet date. The income/
loss items are converted by the average rate for the period. The exchange rate differences occured because of the 
difference between balance sheet rate and average rate are followed in the foreign currency translation adjustments 
account in Shareholders’ Equity. The exchange differences in this account are recorded as income or loss when the 
operation of the foreign associates ends.

On acquisition, the assets and liabilities of the relevant subsidiaries are measured at their fair values at the date 
of acquisition. The interest of minority shareholders is stated at the minority’s proportion of the fair values of the 
assets and liabilities recognized. The results of subsidiaries acquired or disposed of during the year are included in 
the consolidated income statement from the effective date of acquisition or up to the effective date of disposal, as 
appropriate.

Where necessary, adjustments are made to the fi nancial statements of subsidiaries to bring the accounting policies 
used in line with those used by other members of the Group.

  
Comparative Information and Restatement of  Prior Period Financial Statements:

Comparative information is disclosed with respect to previous period for all amounts reported in the fi nancial statement. 
When the presentation of fi nancial statements or the reclassifi cation of a balance changes, the prior year is also 
adjusted in accordance with the current year in order to maintain consistency. 

    
Offsetting:

 
 Financial assets and liabilities are offset and the net amount is reported in the consolidated balance sheet when there 

is a legally enforceable right to set off the recognized amounts and there is an intention to settling on a net basis, or 
realizing the asset while fulfi lling the liability simultaneously.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The signifi cant accounting policies used in the preparation of the accompanying consolidated fi nancial statements 
are as follows:

a. Revenue
 

 Revenue is measured at the fair value of the consideration received or receivable.  Revenue is reduced for estimated 
customer returns, rebates, and other similar allowances.  

Sale of goods

Revenue from sale of goods is recognized when all the following conditions are satisfi ed:

(a) The Group transfers to the buyer all the signifi cant risks and rewards of ownership of the goods to the buyer;
(b) The Group retains neither continuing managerial involvement to the degree usually associated with ownership nor 

effective control over the goods sold;
(c) The amount of revenue can be measured reliably;
(d) It is probable that the economic benefi ts associated with the transaction will fl ow to the entity; and
(e) The costs incurred or to be incurred in respect of the transaction can be measured reliably. 

Interest Income 

       Interest income is accrued on a time basis, by reference to the principle outstanding and effective interest rate 
applicable, which is the rate that exactly discounts estimated future cash receipts through the expected life of the 
fi nancial asset to that asset’s net carrying amount.

b. Inventories
 

Inventories are stated at the lower of cost or net realizable value (market value less sales expenses) and valued with 
the weighted average method. Cost comprises purchase cost and, where applicable, conversion costs and those 
overheads that have been incurred in bringing the inventories to their present locations and conditions.

  c. Tangible Assets

Value of tangible fi xed assets is determined through indexed carried historical cost as of 31 December 2004 for those 
acquired before 1 January 2005, and through netting of acquisition cost, accumulated depreciation and impairments 
for those acquired in 2005. Fixed assets are depreciated principally on a straight-line basis with useful life basis 
principle. Tangible fi xed assets except the land with infi nite useful life are depreciated over the following useful lives:  

Useful life 

Buildings 25-50 years 

Land improvements 8-50 years 

Machinery and equipment 10-15 years 

Vehicles 4-5 years

Furniture and fi xtures 2-15 years 

Leasehold improvements 4-5 years 

Gains or losses on disposal of tangible fi xed assets with respect to their infl ation-adjusted amounts are included in 
the related income and expense accounts, as appropriate. When the registered value of the tangible fi xed assets is 
over the expected substitution value, it is reduced to the substitution value by provisions. 

Expenses for the repair and maintenance of tangible assets are charged against income. 
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d. Intangible Assets

Intangible assets are measured initially at acquisition cost less accumulated amortization and are amortized on a 
straight-line basis over their estimated useful lives. Intangible fi xed assets are depreciated over the following useful 
lives:   

Useful life

Rights 2-10 years

e. Impairment of Tangible and Intangible Assets

At each balance sheet date, the Group reviews the carrying amounts of all of its assets, excluding goodwill and 
deferred tax, to determine whether there is any indication that those assets have suffered from an impairment loss. 
If any such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the 
impairment loss (if any) at each balance sheet date. Intangible assets are also tested for impairment and, if there 
is any indication of their usage, the recoverable amount of the assets is estimated at each balance sheet date. If 
the book value of these assets or any unit producing cash, belonging to that asset, are higher than their value of 
use or their net selling prices, than there is an impairment in the value of these assets. The impairment losses are 
recognized in the income statement.    

If the impairment loss of an asset is followed by an increase in its recoverable amount which can be also justifi ed by a 
related event, the increase in the recoverable amount can be adjusted in the fi nancial statements by a reversal in the 
recognized impairment loss. The adjustment should not exceed the total amount of the recognized impairment loss.

f.  Borrowing Costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are 
assets that necessarily take a substantial period of time to get ready for their intended use or sale, are added to the 
cost of those assets, until such time as the assets are substantially ready for their intended use or sale. All other 
borrowing costs are recognized in profi t or loss in the period in which they are incurred. 

g. Financial Instruments

All the fi nancial assets are initially carried at their fair value including their purchase costs related to the investment.

After the initial recognition, the Group’s held to maturity investments are carried at their amortised costs less any 
accumulated impairment losses. 

       Investments other than held-to-maturity debt securities are classifi ed as either investments held for trading or as 
available-for-sale, and are valued at subsequent reporting dates at fair value. Where securities are held for trading 
purposes, gains and losses arising from changes in fair value are included in profi t or loss for the period. For 
available-for-sale investments, gains and losses arising from changes in fair value are recognized directly in equity, 
until the security is disposed of or is determined to be impaired, at which time the cumulative gain or loss previously 
recognized in equity is included in the profi t or loss for the period. Impairment losses recognized in profi t or loss for 
equity investments classifi ed as available-for-sale are not subsequently reversed through profi t or loss. Available for 
sale investments which is formed in an active market but has not market price or has no fair value determined by other 
methods are stated at restated cost in the accompanying fi nancial statements.

Fair value is the amount for which an asset could be exchanged or a liability settled, between knowledgeable 
willing parties in an arms length transaction. Market value is the amount obtainable from the sale or payable on the 
acquisition, of a fi nancial instrument in an active market, if one exists. The estimated fair values of fi nancial instruments 
have been determined by the Group using available market information and appropriate valuation methodologies. 
However, judgment is necessarily required to interpret market data to develop the estimated fair value. Accordingly, 
the estimates presented here in may not necessarily be indicative of the amounts the Group could realize in a current 
market exchange.
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Balances with banks, receivables, contingent liabilities such as letters of guarantee and letters of credit are important 
fi nancial instruments which would have negative effects on the fi nancial structure of the Group if the other party failed 
to comply with the terms and conditions of the agreement.

The fair values of certain fi nancial assets carried at cost are considered to be representative of carrying values due 
to their short-term nature.

The following methods and assumptions were used to estimate the fair value of each class of fi nancial instrument.

Cash and cash equivalents
    Cash and bank balances denominated in foreign currencies are translated at period-end exchange rates. The carrying 

amounts of the remaining cash and bank balances are reasonable estimates of their fair value.
 

Trade receivables
Trade and other receivables, under IAS 39, are measured at initial recognition at fair value, and are subsequently 
measured at amortized cost using the effective interest rate method. Appropriate allowances for estimated 
irrecoverable amounts are recognized by the Group Management considering the amount of non-collectable 
receivables, guarantees taken, previous experiences and existing economical conditions. Irrecoverable amounts are 
recognized as loss in the period, in which it is clear that no collections can be made regarding to those amounts.

Borrowings
Borrowings have interest rates that are fi xed on an entry value basis. However, borrowings at Libor or Euribor plus mark 
up are subject to fl uctuation in accordance with the prevailing interest rates in the market. Interest-bearing bank loans 
and bank overdrafts are recorded at the proceeds received. Finance charges are accounted for on an accrual basis and 
added to the carrying amount of the instrument to the extent they are not settled in the period in which they incurred.

Credit risk
The Group’s credit risk is primarily attributable to its trade receivables. The Group has no signifi cant concentration 
of credit risk, with exposure spread over a large number of customers. The amounts presented in the balance sheet 
are net of allowances for doubtful receivables, estimated by the Group’s management based on prior experience and 
the current economic environment. The credit risk on liquid funds is limited because the funds are invested in time 
deposits with banks, government bonds and treasury bills for short-term purposes.
 
Price risk
The Group is exposed to exchange rate fl uctuations between foreign currencies and the Turkish Lira due to the nature 
of its business. Majority of the Group’s imports and exports are in foreign currencies. Certain parts of the interest rates 
related to borrowings and leasing transactions are based on market interest rates; therefore, the Group is exposed to 
interest rate fl uctuations in domestic and international markets. 
Liquidity risk
 The Group is generally raising funds by liquidating its short-term fi nancial instruments such as collecting its receivables 
and disposing of marketable securities. The Group’s proceedings from these instruments generally approximate their 
fair values.

h. Business Combinations

None.

ı. Foreign Currency Transactions

In accordance with IAS 21 “Effects of Changes in Foreign Exchange Rates”,   for the purpose of the consolidated 
fi nancial statements, assets and liabilities of the associates of the Group in foreign countries, are converted into 
TRY using the parity in the balance sheet date. Income and expense items are expressed in TRY using the weighted 
currency in that period. Currency differences arising from the closing and weighted currency are followed in the 
translation reserve account in shareholder’s equity. Exchange differences are reported as income or expense when 
the operation of the foreign associates ends.

 
     In preparing the fi nancial statements of the Group, transactions in currencies other than TRY (foreign currencies) are recorded 

at the rates of exchange prevailing on the dates of the transactions. At each balance sheet date, monetary items denominated 
in foreign currencies are retranslated at the rates prevailing on the balance sheet date. Exchange differences arising on the 
settlement of monetary items, and on the retranslation of monetary items, are included in profi t or loss for the period.
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 i. Earnings Per Share

Earning per share stated on statements of income is calculated by dividing net profi t by the weighted average number 
of ordinary shares outstanding during the year .The number of common share available during the period is the sum 
of number of common shares at the beginning of the period and the product of number of common shares issued 
during the period and a time weighted factor. (Note 42).

Events after the balance sheet date are those events, favourable and unfavourable, that occur between the balance 
sheet date and the date when the fi nancial statements are authorised for issue. For the events that provide evidence 
of conditions that existed at the balance sheet date or those that are indicative of conditions that arose after the 
balance sheet date, this is explained in the notes to the fi nancial statements. 

k.    Provisions, Contingent Liabilities, Contingent Assets

If the Group has liabilities from previous events, in the case of selling its economically benefi cial assets to pay these 
liabilities is probable and estimating the cost of the liabilities reliably; provision is provided for the related liabilities and 
the provision is displayed on the fi nancial statements.

A contingent liability is a possible obligation that arises from the past events and whose existence will be confi rmed 
only by the occurence or non-occurence of one or more uncertain future events not wholly within the control of the 
entity or a present obligation that arises from the past events but is not recognised because; it is not probable that 
an outfl ow of resources embodying economic benefi ts will be required to settle the obligation; or the amount of the 
obligation cannot be measured with suffi cient reliability. A contingent liability is disclosed, unless the possibility of an 
outfl ow of resources embodying economic benefi ts is remote.

The Group refl ects its related liabilities in the notes to the extend that contingent liabilities are probable but no realiable 
assumption can be made regarding the amount of resources covering benefi ts.

A contingent asset is defi ned as a possible asset that arises from past events and whose existence will be confi rmed 
only by the occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the 
entity. A contingent asset is disclosed where an infl ow of economic benefi ts is probable.

l.     Changes in Accounting Policies, Accounting Estimates and Errors

Accounting policies, estimates and rules practised in preperation of fi nancial statements are determined in accordance 
with International Financial Reporting Standards (“IFRS”) ascribed in the Capital Markets Board Accounting Stamdards 
and in the CMB’s Communiqué No: XI/25 and they are practiced consistently.  

The Group can make changes to its accounting policies when such changes will refl ect the companies fi nancial 
position, performance or cash fl ows in a more reliable manner. When the accounting policy change affects the 
current and the prior period results, the change is applied retroactively as if the accounting policy was in effect. If 
the application of such change affects the fi nancial results of the following periods, the accounting policy change is 
applied in the period in which such change is made.

Some components of the fi nancial statements involve some accounting estimates due to some uncertainties of 
the companies operations. When there are changes in the underlying assumptions, such as availability of  new 
information or occurrence of new events, the company reviews these estimates. If the change in the accounting 
estimate affects just one period, the change is taken into account in the period in which the change is made. If the 
change in estimate affects the future periods, the change is applied prospectively. 

Errors might stem from wrong arithmetical calculations, the incorrect application of accounting  policies or 
misinterpretation  of the accounting standards. When the Group realizes a probable error, the fi nancial statements 
are corrected retroactively. The Group shall disclose the nature of error, aggregate amount of adjustments applied in 
the prior periods and each comparative period in which represents the aggregate amount of these adjustments.
 

m.   Finance Leases

Assets held under fi nance leases are recognized as assets of the Group at their fair value at the date of acquisition. 
The corresponding liability to the lessor is included in the balance sheet as a fi nance lease obligation. Finance costs, 
which represent the difference between the total leasing commitments and the fair value of the assets acquired, are 
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charged to the income statement over the term of the relevant lease so as to produce a constant periodic rate of 
charge on the remaining balance of the obligations for each accounting period.

n.    Related Parties

For the purpose of the accompanying consolidated fi nancial statements, shareholders of the Company and related 
companies, consolidated and non-consolidated group companies, and the companies related to those companies, 
their directors and key management personnel and any groups to which they are known to be related, are considered 
and referred to as related companies. 

o.    Segmental Information

None.

p.    Discontinued Operations

None.

r.  Government Grants and Incentives

Investment incentive certifi cates, which were based on the acquisition of tangible assets subject to depreciation, 
are revoked commencing from 1 January 2006.  However, investment incentives existing as of 31 December 2005, 
which could not be deducted in the fi nancial year 2005, are carried forward to the fi nancial year 2006 according to 
69th Provisional Article of Income Withholding Tax Law, and the investment expenditures made after 1 January  2006, 
which are economically and technically related to the investments made in accordance with Article 19 of Income 
Withholding Tax Law commencing before the afore-mentioned date, and expenditures made after 1 January  2006,  
which were related to the investment incentive certifi cates obtained prior to 24 April 2003, will be deductible from 
taxable income of  fi nancial years 2006, 2007 and 2008 with in the context of the prevailing Law as of 31 December 
2005 in order to preserve the vested rights of the entities.

Withholding tax at the rate of 19,8% is still applied to investment allowances relating to investment incentive certifi cates 
obtained prior to 24 April 2003 regardless of the appropriation of the profi t.

                    
In Section 10 of the Law, numbered 5220, it was decided that 40% of research and development (“R&D”) expenditures 
from the Group’s exclusive and new search for technology and information is exempt from corporate tax as a R&D 
deduction. There is no withholding tax for R&D deduction.

Expenses regarding industries having R&D quality projects which were qualifi ed by expert organizations are reviewed 
and evaluated so that specifi c proportion of these expenses are considered as grants or are given support on condition 
of payback under Export inclined Government grants decision numbered 94/6401, within the framework of Research 
and Development Grants numbered 98/10 which was published in accordance with the decision of Money Credit 
Coordination Board dated 9/9/1998 and numbered 98/16 by the Under Secretariat of Foreign Trade.

The Group is exempt from the stamp tax and duties attributed to the export transactions and other profi table 
foreign exchange operations to the extent of the procedures and basis determined by the Ministry of Finance and 
Undersecretariat of Foreign Trade. 

The government grants are paid to support the participation of  attending fairs abroad according to the decision dated 
16 December 2004 and numbered 2004/11 of Money Credit and Coordination Committee which was prepared on the 
basis of  “Decisions of  Export-oriented Government Grants”. 

s.    Taxation and Deferred Income Taxes

Turkish tax legislation does not permit a parent company and its subsidiary to fi le a consolidated tax return. Therefore, 
provisions for taxes, as refl ected in the accompanying consolidated fi nancial statements, have been calculated on a 
separate-entity basis.

Taxes on income for the year comprise of current tax and the change in deferred taxes. The Group accounts for 
current and deferred taxation on the results for the period, in accordance with IAS 12 (“Income Taxes” Revised).
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Provision is made in the fi nancial statements for the Group’s estimated liability to Turkish corporation tax on its results 
for the year. The charge for current tax is based on the results for the year as adjusted for items, which are non-
assessable or disallowed.

Deferred tax assets and liabilities are recognized using the liability method in respect of material temporary differences 
arising from different treatment of items for accounting and taxation purposes. Deferred tax liabilities are recognized 
for all taxable temporary differences and deferred tax assets are only provided to the extent if it is probable that 
taxable profi t will be available against which the deductible temporary differences can be utilized.

Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset is realized or the 
liability is settled and charged or credited in the statement of income.

Prepaid corporation taxes and corporation tax liabilities are offset as they relate to income taxes levied by the same 
taxation authority.

Employee benefi ts are provided to the Group employees such as bonuses, marriages, permission, incentive 
education. Moreover, under the Turkish law and union agreements, lump sum payments are made to employees 
retiring or involuntarily leaving the Group. Future retirement payments are discounted to their present value at the 
balance sheet date at an interest rate determined as net of an expected infl ation rate and an appropriate discount 
rate.

u.     Cash Flow Statement

The Group prepares statements of cash fl ow as an integral part of its of fi nancial statements to enable fi nancial 
statement analysis about the change in its net assets, fi nancial structure and the ability to direct cash fl ow amounts 
and timing according to the developing conditions. Cash fl ows for the period are mainly reported depending on 
investment and fi nancial operations of the Group.

v. Adoption of New and Revised International Financial Reporting Standards
 

In the current year, the Group has adopted all of the new and revised Standards and Interpretations issued by 
the International Accounting Standards Board (“IASB”) and the International Financial Reporting Interpretations 
Committee (“IFRIC”) of the IASB that are relevant to its operations except for the ones that contradict with the CMB’s 
announcement on 20 December 2004 regarding the obligatory format. At the date of authorization of these fi nancial 
statements, the following Standards and Interpretations were in issue but not yet effective.

IAS 1 Presentation of Financial Statement :Additional Requirements for Disclosures of the Entity’s Capital
IFRS 7 Financial Instruments: Disclosures 
IFRS 8 Operating Segments 
IFRIC 7 Applying the Restatement Approach under IAS 29 Financial Reporting in Hyperinfl ationary 

Economies
IFRIC 8 Scope of IFRS 2
IFRIC 9 Reassessment of Embedded Derivatives
IFRIC 10 Interim Financial Reporting and Impairment
IFRIC 11 Group and Treasury Share Transactions
IFRIC 12 Service Concession Arrangements

IFRS 7 requires additional disclosures in the fi nancial statements for fi nancial instruments compared to the existing 
standards. Nevertheless, it does not include any arrangements related with classifi cation and valuation of fi nancial 
instruments.

The Group’s Management anticipates to the adoption of these Standards and Interpretations in future periods, except 
additional disclosure requirements due adoption of IFRS 7, will have no material impact on the consolidated fi nancial 
statements of the Group.
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4. CASH AND CASH EQUIVALENTS

31 December
2006

31 December
2005

Cash 37.935 17.171

Time deposits 99.090.952 31.757.041

Demand deposits (*) 16.832.960 21.087.289

115.961.847 52.861.501

 (*) TRY 1.166.888 of demand deposits is blocked because of salary payments which will be made on 1 January 2007. 
(31 December 2005: TRY 1.096.345).

 
       Time Deposits

Interest Rate 31 December
Foreign Currency  (%) Maturity 2006

EUR 3,50-3,75 January 2007 79.199.184     
USD 5,00-5,50 January 2007 18.072.996     
TRY 17,50 January 2007 1.818.772     

99.090.952

Interest Rate 31 December
Foreign Currency  (%) Maturity 2005

EUR 3,05-3,25 January 2006 26.387.194     
USD 4,50 January 2006 5.369.847     

31.757.041

5. MARKETABLE SECURITIES

 None.

6.  BORROWINGS
31 December

2006
31 December

2005

Short term bank loans 114.334.539 81.983.146
Current portion of long term bank loans 37.580.367 15.017.871

Total short term borrowings 151.914.906 97.001.017

Long term portion of long term bank loans 198.919.899 113.764.745

Toplam fi nansal borçlar 350.834.805 210.765.762

31 December 2006

Currency Type Maturity Interest Rate (%) Short Term
 

Long Term

USD 2008 – 2014 4,39 – 7,99 16.012.506 4.518.959

EUR 2008 – 2014 6 Month Euribor+2,65 – 5,90 129.595.838 194.400.940

TRY 2007 10,80 – 14,00 6.306.562 -

151.914.906 198.919.899
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31 December 2005

Currency Type Maturity Interest Rate (%) Short Term  Long Term

USD 2007 – 2012 5,49 – 8,06 12.661.150 7.172.292

EUR 2007 – 2012 6 Aylık Euribor+ 2,65 - 5,90 81.651.806 106.592.453

TRY 2006 13,00-15,00 2.688.061 -

97.001.017 113.764.745

   Repayment periods of borrowings are as follows:

 
31 December

2006
31 December

2005

Within one year 151.914.906 97.001.017

Between one and two years 59.363.920 17.629.513

Between two and three years 42.652.881 8.486.814

Between three and four years 39.482.496 5.694.114

After four years 57.420.602 81.954.304

350.834.805 210.765.762

7.    TRADE RECEIVABLES AND PAYABLES

Current Trade Receivables (Net)
31 December

2006
31 December

2005

Trade receivables 114.519.913 82.949.211
Deposits and guarantees given 36.410 25.888
Allowance for doubtful receivables (147.742) -

114.408.581 82.975.099
Non-Current Trade Receivables (Net)
Deposits and guarantees given 85.457 71.269

 
 Movements in the allowance for doubtful receivables are as follows: 

2006 2005
Opening balance, 1 January - -
Charge for the period 147.742 -
Collection - -
Closing balance, 31 December 147.742 -

Movements in the allowance for doubtful receivables are as follows: 

31 December
 2006

31 December
2005

Letters of guarantee 96.540.958 70.710.578
Notes and bills 2.582.129 1.298.166
Mortgages 1.427.863 1.427.863

100.550.950 73.436.607

Trade Payables (Net)
31 December

2006
31 December

2005

Short term trade payables 32.402.816 19.324.875
Deposits and guarantees received 162.813 147.399

32.565.629 19.472.274
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8. FINANCE LEASE RECEIVABLES AND OBLIGATIONS UNDER FINANCE LEASES

      None.

9. RELATED PARTY TRANSACTIONS
31 December

   2006
31 December

2005
Deposits held at İş Bankası:
Demand deposits 15.455.914 18.524.216
Time deposits 99.090.952 31.757.041

114.546.866 50.281.257

Borrowings:
İş Bankası 2.500.000 2.435.702
Through Cam Pazarlama 124.551.697 78.855.449
Through Şişecam Holding 77.371.187 -

204.422.884 81.291.151

Trade receivables from related parties:

Cam Pazarlama 41.080.464 23.364.787
Paşabahçe Cam 118.906 -

41.199.370 23.364.787
Other receivables from related parties:

Şişecam Holding 3.897.785 -
Camiş Elektrik 3.021.306 3.669.385
Soda Sanayii 2.217.995 -
Paşabahçe Mağazaları EOOD 194.911 -
Paşabahçe Cam 174.932 2.238.318
Trakya Glass Investment BV 120.226 16.159.220
Trakya Glass Bulgaria EAD 116.965 4.785.306
Camiş Madencilik 99.771 149.687
Camiş Limited 52.989 19.222.371
Çayırova Cam 9.775 149.532
Cam Pazarlama 1.203 16.150.680
Others 20.286 82.845

9.928.144 62.607.344

Discount (-) (574.615) (152.607)

Total receivables from related parties 50.552.899 85.819.524

31 December
   2006

31 December
2005

Trade payables to related parties:
Cam Pazarlama 7.096.927 1.671.178

Camiş Limited 4.127.172 4.552.508

Camiş Elektrik 2.565.191 2.258.891

Paşabahçe Cam 1.916.547 223.517

Şişecam Holding 1.220.577 2.116.091

Soda Sanayii 636.959 642.359

Camiş Madencilik 508.337 559.877

Camiş Lojistik 270.945 842.139

Şişecam Bulgaria 194.401 30.675

Şişecam Sigorta 167.363 219.902

Paşabahçe Mağazaları 156.242 -

Others 111.443 15.833

18.972.104 13.132.970
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Other payables to related parties:
Cam Pazarlama 9.974.983 8.197.343

Camiş Madencilik 1.735.114 1.517.259

Camiş Lojistik 905.638 2.664.082

Şişecam Holding 847.878 5.684.173

Şişecam Sigorta 543.117 132.131

Anadolu Cam Yenişehir 426.260 -

Anadolu Cam 361.840 5.383.143

Cam Elyaf 238.770 -

Çayırova Cam 122.310 106.535

Soda Sanayii 45.460 1.121.509

Paşabahçe Cam 2.989 17.957.636

Cam Elyaf - 592.502

Camiş Limited - 153.172

Others 24.171 8.078

Dividend payables 254.569 230.477

15.483.099 43.748.040

Discount (-) (112.393) (91.132)

Total payables to related parties 34.342.810 56.789.878

2006 2005 

Sales to related parties

Cam Pazarlama 131.019.077 144.323.587

Paşabahçe Cam 18.247.700 2.328.184

Paşabahçe Mağazaları 189.510 -

Anadolu Cam Yenişehir 40.289 -

Anadolu Cam 39.834 184.990

Denizli Cam 25.606 107.345

Others 7.036 20.524

149.569.052 146.964.630

Purchases from related parties

Soda Sanayi 39.849.481 36.233.151

Camiş Madencilik 29.759.270 30.875.529

Cam Pazarlama 23.543.200 35.852.255

Camiş Elektrik 22.504.044 19.924.664

Camiş Limited 9.964.115 -

Şişecam Bulgaria 7.113.083 -

Paşabahçe Cam 3.682.357 3.471.457

Solvey Bulgaria 1.677.116 -

Anadolu Cam Yenişehir 207.697 -

Paşabahçe Mağazaları 152.055 3.485

Others 155.141 153.567

138.607.559 126.514.108
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2006 2005

Interest income from / (expense to) related parties

Cam Pazarlama            1.745.412 (420.720)

Camiş Ltd.              382.492 948.600

Camiş Elektrik              239.513 (403.969)

Çayırova Cam                23.502 (211.402)

Soda Sanayi               (40.038) (553.443)

Cam Elyaf               (58.215) (25.385)

Şişecam Holding                                         (60.359) (959.096)

Anadolu Cam               (71.824) (51.166)

Anadolu Cam Yenişehir               (83.637) -

Camiş Madencilik               (92.277) (227.370)

Camiş Lojistik             (142.240) (383.667)

Paşabahçe Cam             (146.396) (237.485)

Trakya Investment BV - 250.253

Other 9.948 74.005

           1.705.881 (2.200.845)

Service income

Paşabahçe Cam 618.911 693.136

Camiş Madencilik 108.769 104.609

Şişecam Holding 42.469 45.612

Camiş Elektrik 21.235 22.812

Anadolu Cam 16.406 17.562

807.790 883.731

Rent income

Paşabahçe Cam 221.522 204.325

Camiş Madencilik 190.660 182.090

412.182 386.415

2006 2005
Rent expenses

Şişecam Holding 1.467.518 1.381.048
Çayırova Cam 492.077 480.469
Other 52.435 6.167

2.012.030 1.867.684
Service share paid

Şişecam Holding 9.781.091 9.056.881
Camiş Lojistik 1.995.398 538.680
Çayırova Cam - 292.834
Other 88.249 87.993

11.864.738 9.976.388

Commissions paid

Camiş Lojistik 1.690.746 700.370
Şişecam Holding 1.584.636 810.224
Cam Pazarlama 695.262 1.038.363

3.970.644 2.548.957
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Tangible asset sales

Paşabahçe Cam 1.222.883 -
1.222.883 -

10. OTHER RECEIVABLES AND PAYABLES 

Other Receivables
31 December 

2006
31 December 

2005

VAT carried forward 10.244.479 3.109.389
Other receivables 1.726.401 802.594
Receivables from personnel 163.881 180.700
Business advances 183.752 -
Allowance for doubtful receivables (-) - (238.831)

12.318.513 3.853.852
 
11. BIOLOGICAL ASSETS
  
 None.

12.  INVENTORIES (NET)
31 December 

2006
31 December 

2005

Raw materials 38.823.270 28.747.222
Work in progress 16.634.354 14.309.280
Finished goods 49.213.074 38.534.521
Trade goods 3.038.169 61.493
Other inventories 302.401 479.665
 Allowance for diminution in value of inventories (-) - (6.985)
Order advances given 2.585.020 946.217

110.596.288 83.071.413
 

13. RECEIVABLES FROM ONGOING CONSTRUCTION CONTRACTS AND PROGRESS 
COSTS

None.
 
14.   DEFERRED TAX ASSETS AND LIABILITIES

Deferred Tax:

31 December 
2006

31 December  
2005

Deferred tax assets 19.264.855 837.596
Deferred tax liabilities (64.463.692) (99.446.505)
Deferred tax liabilities (net) (45.198.837) (98.608.909)

The Group recognizes deferred tax assets and liabilities based upon temporary differences arising between its 
fi nancial statements as reported for IFRS purposes and its statutory tax fi nancial statements. These differences 
usually result in the recognition of revenue and expenses in different reporting periods for IFRS and tax purposes.
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The basis for the deferred tax is as follows:

31 December 
2006

31 December
2005

Temporary differences subject to deferred tax:
Differences in valuation and amortization of tangible assets 354.026.927 359.785.636
Retirement pay provision (26.769.417) (26.149.654)
Non-real fi nance expenses (372.547) (558.818)
Unused investment incentive (59.247.314) (828.043)
Inventory valuation and profi t margin elimination (1.141.106) 652.384
Discount on receivables and payables (1.818.749) (914.217)
Carryforward tax losses (3.674.563) (5.003.711)
Insurance income accrual 6.771.420 -
Income and expense accruals (net) (315.192) (91.746)

267.459.459 326.891.831
Deferred tax (assets) / liabilities:
Differences in valuation and amortization of tangible assets 68.881.672 107.725.358
Retirement pay provision (5.351.864) (7.843.760)
Non-real fi nance expenses (74.509) (167.645)
Unused investment incentive (17.774.194) (248.413)
Inventory valuation and profi t margin elimination (228.221) 195.715
Discount on receivables and payables (363.750) (274.265)
Carryforward tax losses (1.102.369) (750.557)
Insurance income accrual 1.354.284 -
Income and expense accruals (net) (142.212) (27.524)

45.198.837 98.608.909

Deferred tax liability movement:

1 January-
31 December 

2006

1 January-
31 December 

2005
1 January, opening balance 98.608.909 100.812.247
Effect of the change in tax rate (33.148.835) -
Charged to equity 65.271 -
Foreign currency translation effect (90.031) -
Deferred tax (benefi t) / charge (20.236.477) (2.203.338)
31 December, closing balance 45.198.837 98.608.909

 

15. OTHER CURRENT / LONG TERM ASSETS AND CURRENT / LONG TERM 
LIABILITIES

     Other Current Assets
31 December 

2006
31 December

   2005

  Prepaid expenses 891.748 425.086

  Income accruals 898.618 -

1.790.366 425.086

Other Long Term Assets
31 Aralık 

2006
31 Aralık

   2005

Prepaid expenses - 22.840
- 22.840
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 Other Short Term Liabilities
31 December 

2006
31 December

   2005

Taxes and dues payable 3.941.028 2.811.148
Social security premiums payable 6.392.943 3.329.631
Payables to personnel 1.663.931 1.326.797
Other payables 582.950 154.019
Expense accruals - 112.497
Provisions 199.685 70.011

12.780.537 7.804.103

  Other Long Term Liabilities
31 December 

2006
31 December

   2005

Taxes and dues payable - 993.807
Deferred income 465.072 416.096
Deposits and guarantees received 23.760 31.535

488.832 1.441.438

16.   FINANCIAL ASSETS (NET)
  31 December 

2006
31 December

   2005

Investments in associates 53.621.987 62.835.921
Available for sale investments 92.161.711 151.668.209

145.783.698 214.504.130

Share 
%

31 December 
2006

Share
 %

31 December
   2005

Investments in associates
Çayırova Cam San. A.Ş. (*) 28,13 29.714.545 28,13 30.579.381
Camiş Elektrik A.Ş.  (*) 34,43 23.907.442 34,43 32.256.540

53.621.987 62.835.921

Available for sale investments
Cam Elyaf San. A.Ş. (*) 20,93 34.078.911 20,93 34.078.911
Paşabahçe Cam San. ve Tic. A.Ş. 7,11 31.422.804 7,11 31.422.804
Soda San. A.Ş. (**) - - 19,45 60.651.022
Camiş Madencilik A.Ş. 6,78 24.321.341 6,78 23.486.470
T. Şişe ve Cam Fabrikaları A.Ş. (**) 0,08 1.644.044 0,08 1.334.391
Cam Pazarlama A.Ş. 2,81 625.110 2,81 625.110
İstanbul Porselen San. A.Ş. 0,03 69.501 0,03 69.501

92.161.711 151.668.209
Impairment (***) (14.669.523) ( 12.008.152)
Net 131.114.175 202.495.978

(*) Çayırova Cam and Camiş Elektrik have been accounted by using equity method in the accompanying fi nancial 
statements. Cam Elyaf San. A.Ş. is under control of Şişecam Holding. The Group does not have any signifi cant 
infl uence over this entity or an interest in the voting rights. Therefore, this entity has not been accounted by using 
equity method in the fi nancial statements and shown with the infl ation adjusted cost.  

 
(**) The shares of these Companies are publicly traded at the İstanbul Stock Exchange (ISE) and stated at their 

fair values in the accompanying fi nancial statements.   

(***) TRY 14.600.022 of the impairment is related to Camiş Madencilik A.Ş. and TRY  69.501 is related to Istanbul 
Porselen San. A.Ş. 
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With the Board of Directors’ Decision dated 31 March 2006, 19,446% of the shares of Soda Sanayi A.Ş. with nominal 
value of TRY 12.178.919 were sold to Türkiye Şişe ve Cam Fabrikaları A.Ş. for TRY 85.861.379 in cash at the price 
of TRY 7.05 for each TRY 1 (one) nominal share agreed mutually based on the ISE wholesale pricing.  

Associates accounted using the equity method:

31 December
2006

31 December
   2005

Cost of investment in associates 72.454.204 72.454.204

Share of post-acquisition profi t, net of dividend received  (18.832.217) (9.618.283)

53.621.987 62.835.921

Summarised fi nancial information in respect of the Group’s associates is set out below:

31 December
2006

31 December
   2005

Total assets 246.047.835 232.025.087

Total liabilities (70.975.661) (29.628.709)

Net assets 175.072.174 202.396.378

Group’s share of associates’ net assets 53.621.987 62.835.921

1 January-
31 December

2006

1 January-
31 December

2005

Net sales 60.849.081 28.580.946

Net profi t / (loss) for the period (22.959.920) 4.567.504

Group’s share of associates’ net profi t / (loss) for the period (8.011.455) 1.400.321

Joint Ventures
Trakya Cam Investment BV, Trakya Glass Bulgaria EAD and Trakya Glass Logistics EAD, the joint ventures which are 
owned by the Company with 70% share, are incorporated in the consolidated fi nancial statements by proportionate 
consolidation method. The following amounts are included in the Group’s fi nancial statements as a result of the 
proportionate consolidation of these companies: 

31 December
2006

31 December
   2005

Current assets 51.992.228 31.664.495
Non-current assets 290.575.559 186.954.101
Current liabilities (48.800.709) (73.950.748)
Non-current liabilities (88.126.564) (79.742.174)

1 January-
31 December

2006

1 January-
31 December

2005

Income 103.163.014 557.624
Expenses (91.362.216) (2.091.320)

17.   POSITIVE/NEGATIVE GOODWILL
 
    None.

18.   INVESTMENT PROPERTY
 
    None.
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20.  INTANGIBLE ASSETS (NET)

                Rights
Other Intangible 

Assets Total

Cost

Opening balance as of 1 January 2006 3.927.279 90.428 4.017.707

Foreign currency translation effect - 14.784 14.784

Additions 575.884 38.882 614.766

Disposals - - -

Closing balance as of 31 December 2006 4.503.163 144.094 4.647.257

Accumulated Amortization

Opening balance as of 1 January 2006 (2.443.537) (24.878) (2.468.415)

Foreign currency translation effect - (4.200) (4.200)

Charge for the year (401.700) (62.714) (464.414)

Disposals - - -

Closing balance as of 31 December 2006 (2.845.237) (91.792) (2.937.029)

Net book value as of 31 December 2006 1.657.926 52.302 1.710.228

Net book value as of 31 December 2006 1.483.742 65.550 1.549.292

Cost

Opening balance as of 1 January 2005 3.487.225 1.533 3.488.758

Additions 510.201 88.895 599.096

Disposals (70.147) - (70.147)

Closing balance as of 31 December 2005 3.927.279 90.428 4.017.707

Accumulated Amortization

Opening balance as of 1 January 2005 (2.240.038) (1.526) (2.241.564)

Charge for the year (214.228) (23.352) (237.580)

Disposals 10.729 - 10.729

Closing balance as of 31 December 2005 (2.443.537) (24.878) (2.468.415)

Net book value as of 31 December 2005 1.483.742 65.550 1.549.292

Net book value as of 31 December 2004 1.247.187 7 1.247.194

21. ADVANCES RECEIVED
31 December

2006
31 December

2005

Order advances received
3.960.241 538.143

22. RETIREMENT PLANS

None.
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23.   PROVISIONS

Short Term Provisions

 
31 December

2006
31 December

2005

Corporate income tax provision
27.131.462 33.584.344

Prepaid taxes and funds
(19.444.568) (24.128.211)

7.686.894 9.456.133
 

Long Term Provisions

 Provision for employment termination benefi ts:
 

Under Turkish Labor Law, the Group is required to pay employment termination benefi ts to each employee who has 
qualifi ed for such benefi ts. Also, employees are required to be paid their retirement pay provisions who are entitled to 
receive retirement pay provisions in accordance with Law numbered 2242 and dated 6 March 1981 and numbered 4447 
and dated 25 August 1999 of the existing Social Insurance Law No: 506 including  the amended Article 60 of the related 
Law .

The amount payable consists of one month’s salary limited to a maximum of TRY 1.857,44  (31 December 2005: 
TRY 1.727,15) for each period of service at 31 December 2006. As the maximum liability is revised semi annually, the 
maximum amount of TRY 1.960,69 effective from 1 January 2007 has been taken into consideration in the calculation 
of provision based on employment termination benefi ts.

The liability is not funded, as there is no funding requirement.

The provision has been calculated by estimating the present value of the future probable obligation of the Group 
arising from the retirement of the employees. Revised IAS 19 “Employee Benefi ts” require actuarial valuation methods 
to be developed to estimate the Group’s obligation under defi ned benefi t plans. Accordingly the following actuarial 
assumptions were used in the calculation of the total liability.

The principal assumption is that maximum liability for each year of service will increase in line with infl ation. Thus, the 
discount rate applied represents the expected real rate after adjusting for the anticipated effects of future infl ation. 
Consequently, in the accompanying consolidated fi nancial statements as of 31 December 2006 and 31 December 
2005, provision has been calculated by estimating the present value of the future probable obligation of the Company 
arising from the retirement of the employees. Provisions at the respective balance sheet were calculated assuming an 
annual infl ation rate of 5% and a discount rate of 11%, the real discount rate is approximately %5,71. (2005: in order 
6,175%, 12% and 5,49%). The anticipated rate of forfeitures is considered.

The movement of retirement pay provision is as follows:

 
1 January –

31 December   
2006

1 January –
31 December   

2005

Opening balance 26.150.305 23.986.752
Charge for the period 4.548.992 6.500.901
Retirement pay paid (3.930.155) (4.337.348)
Closing balance 26.769.142 26.150.305

24.   MINORITY INTEREST

31 December  
2006

31 December
2005

Opening balance 3.068.759 -
Change in minority shares during the year 9.022.500 3.007.500
Minority share on operating results 401.467 61.259
Closing balance 12.492.726 3.068.759
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25. SHARE CAPITAL

Shareholder structure as of  31 December 2006 and 31 December 2005 as follows:

Shareholders (%)
31 December  

2006 (%)
31 December 

2005 

T.Şişe ve Cam Fabrikaları A.Ş. 60,83 178.369.488 60,83 138.451.870
Cam Pazarlama A.Ş. 6,16 18.062.733 5,85 13.308.652
IFC 0,07 205.258 0,07 150.000
Other 32,94 96.588.705 33,25 75.689.478
Nominal capital 100,00 293.226.184 100,00 227.600.000

Infl ation adjustment 130.496.942 130.496.942
Restated capital 423.723.126 358.096.942

The Company’s share capital consists of 29.322.618.400 shares (31 December 2005: 22.760.000.000).

26, 27, 28. RESERVES AND RETAINED EARNINGS/LOSSES

CAPITAL RESERVES

31 December  
2006

31 December  
2005

Revaluation fund on fi nancial assets 1.287.518 41.459.170
Infl ation adjustment of equity items 130.496.942 130.496.942

131.784.460 171.956.112

PROFIT RESERVES

31 December  
2006

31 December  
2005

Legal reserves 128.348.514 118.537.922
Extraordinary reserves 71.957.363 57.322.825
Other capital reserves 8.397.666 314.567

208.703.543 176.175.314

RETAINED EARNINGS / ACCUMULATED LOSSES

As of 31 December 2006, retained earnings in the balance sheet is TRY 201.479.662 (2005: TRY 207.865.865).        

29.  FOREIGN CURRENCY POSITION

USD EURO BGN

 TRY 
Equivalent 

of Other 
Foreign 

Currencies

TRY 
Equivalent

31 December 2006
Cash and cash equivalents  13.762.951  43.715.663  791.545  182.371  101.216.449 
Trade receivables  33.315  105.461  140.965  -    375.535 
Due from related parties  1.560.715  16.486.739  205.943  3.585.527  36.499.423 
Other current assets - - - - -
Bank loans  (14.606.906)  (174.991.508)  -    -    (344.528.244)
Due to related parties  (2.595.048)  (6.064.839)  (246.427)  (566.720)  (15.676.651)
Trade payables  (248.066)  (2.282.335)  (3.916.309)  (320.080)  (8.601.918)
Net foreign currency position  (2.093.039) (123.030.819) (3.024.283) 2.881.098 (230.715.406)
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USD EURO BGN

 TRY Equivalent 
of Other 
Foreign 

Currencies
TRY 

Equivalent
31 December 2005
Cash and cash equivalents 4.067.294 28.198.383 799.582 25.314 50.929.958
Trade receivables 26.605 173.368 672.419 - 856.707
Due from related parties - 23.243.692 - - 36.899.361
Other current assets - 9.400.000 - - 14.922.500
Bank loans (16.885.436) (113.436.218) - - (202.736.874)
Due to related parties - (1.294.168) - - (2.054.492)
Other payables and liabilities (261.114) (107.315) - - (520.725)
Trade payables (288.020) (889.481) (1.842.965) (8.884) (3.314.948)
Net foreign currency position (13.340.671) (54.711.739) (370.964) 16.430 (105.018.513)

30. GOVERNMENT GRANTS AND INCENTIVES

Benefi ts obtained through government grants and incentives are explained in detail in Note 3.

31.  COMMITMENTS AND CONTINGENCIES
31 December

2006
31 December 

2005
Promissory notes and collaterals given (*) 123.436.897 64.325.318
Letters of guarantees given 3.127.780 676.022
Other 394.475 -

126.959.152 65.001.340

(*) These are the guarantees given for the loans used by Şişecam Group.
 

As of 31 December 2006, the total monetary amount of court cases fi led and currently pending against the Group is 
approximately TRY 106.535 (31 December 2005: TRY 25.541). Since the Group’s Management does not anticipate any 
cash outfl ow due to these cases, no provision is allocated in the accompanying consolidated fi nancial statements. 

The Company is jointly and severally the guarantor on USD 70 Million of Trakya Glass Bulgaria EAD’s USD 100 
Million investment loan which is provided by IFC and syndication formed by a group of international banks with the 
leadership of IFC. 

At 10 August 2006, Cam Pazarlama A.Ş., one of the shareholders of the Company, has obtained a loan of USD 140 
Million (USD 97,5 Million with a maturity of 1 year, USD 42,5 Million with a maturity of 18 months), which will be used 
in export fi nancing, from the consortium of  Citibank A.Ş., ABN-AMRO Bank N.V., Calyonbank A.Ş.,  Fortis Bank 
SA / NV,  HSBC Bank A.Ş.,  ING Bank N.V.,  Natexis Banques Populaires,  Societe Generale,  West LB A.G. and 
Rabobank  International Dublin Branch. Trakya Cam San. A.Ş., Paşabahçe Cam San. ve Tic. A.Ş. and  Anadolu Cam 
San. A.Ş. as the ultimate users have been guarantor to the one third of the total loan amount.

Trakya Glass Bulgaria EAD has commitments in the amount of TRY 20 Million related to the constuction of temper 
glass plant and TRY 4 Million related to the construction of the mirror glass production line in fl at glass plant. As of 
2006 year-end, most of these investment commitments have been fulfi lled and completion date of these investments 
is planned to be April 2007.

Share Holding and Repayment Agreement: 

On 25 June 2004, Trakya Glass Bulgaria EAD (the “Company”), IFC, Trakya Cam Sanayii A.Ş., Trakya Investment 
BV and Paşabahçe Cam Sanayii A.Ş concluded an agreement.  

Trakya Cam Sanayii A.Ş., individually or collectively with Paşabahçe Cam Sanayii A.Ş., shall maintain, ownership 
of at least 75% of the share capital of Trakya Cam Investment B.V. Trakya Cam Investment B.V. individually shall 
maintain, legal and benefi cial ownership in the aggregate of at least 75% of the share capital of Trakya Glass Bulgaria 
EAD.

The IFC loan, interest and other expenses’ payments has priority over the payments related with the technical service 
agreement signed among Trakya Cam Sanayii A.Ş., Trakya Glass Bulgaria and Paşabahçe Cam Sanayii A.Ş. 
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Moreover, the dividend payment of Bulgaria EAD, making additional investment expenses and leasing agreements 
are possible after a certain period of time passes and foredesignated fi nancial ratios are achieved.

32.  BUSINESS COMBINATIONS
 
  There is no business combination during the period.

33. SEGMENTAL REPORTING

Since the Group operates in one industry, no segmental reporting is made.

34.   EVENTS AFTER THE BALANCE SHEET DATE

In the meeting of Board of Directors of the Company held on 5 February 2007, it was decided to acquire Camiş 
Lojistik Hizmetleri A.Ş., operating in the logistic sector, through transfer of shares in accordance with the Turkish 
Commercial Code Article No: 451, and Corporate Tax Law Articles No: 17, 18, 19, 20 and the Communiqué of Merger 
Operations of the Capital Markets Board and to initiate the procedures related to merger.

In the extraordinary meeting of the General Assembly of Trakya Yenişehir Cam San. A.Ş., subsidiary of the Company 
with %84,9625 share, held on 21 February 2007, it was decided to increase the capital from TRY 80.000.000 to 
TRY 150.000.000 in cash. In the Board of Directors meeting of the Company held on 22 February 2007, regarding 
the capital increase of TRY 70.000.000, it was decided to give commitment for the use of preemtive rights of the 
Company amounting to TRY 59.473.750. TRY 42.481.250 of committed amount was paid in cash at 26 February 
2007.

The Group companies signed a loan agreement with the European Investment Bank on 7 March 2007 in consideration 
of EUR 55.000.000 having a maturity of 8 years with 2 years grace period, for the fi nance of R&D investments and 
2nd fl oat line construction and coated glass investment projects of Trakya Yenişehir Cam Sanayii A.Ş., subsidiary 
of the Company with %84,9625 share. The Company together with Anadolu Cam Sanayi A.Ş., Cam Elyaf Sanayi 
A.Ş., Paşabahçe Cam San. ve Tic. A.Ş. is jointly and severely guarantor to this loan granted to Türkiye Şişe ve Cam 
Fabrikaları A.Ş. and Trakya Yenişehir Cam Sanayii A.Ş. 

35. DISCONTINUED OPERATIONS
 
 None.

36. OPERATING INCOME

NET SALES

1 January-
31 December        

2006

1 January-
31 December        

2005

Domestic sales 619.876.595 516.664.078
Export sales (*) 175.781.747 146.309.235
Sales discounts (36.543.673) (42.586.725)
Other discounts (42.521.299) (32.932.844)
Sales returns (3.077.275) (2.084.614)
Other income - 21.461

713.516.095 585.390.591

(*) Export sales include export sales of the company and sales of subsidiaries located in foreign countries. 
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COST OF SALES

1 January-
31 December        

2006

1 January-
31 December        

2005

Raw materials consumed (299.650.740) (248.280.968)
Depreciation expense (57.000.435) (49.025.962)
Production overheads (47.670.198) (36.014.312)
Direct labor cost (42.810.132) (34.929.088)
Change in work in progress inventories 2.325.073 109.614
Change in fi nished goods inventories 10.678.553 18.927.212
Cost of goods sold (434.127.879) (349.213.504)

Cost of merchandises sold (14.487.917) (20.248.006)

(448.615.796) (369.461.510)

37.  OPERATING EXPENSES

1 January-
31 December        

2006

1 January-
31 December        

2005

General administrative expenses (60.571.080) (51.776.573)
Marketing, selling and distribution expenses (50.360.142) (33.879.290)
Research and development expenses (5.689.828) (6.744.123)

(116.621.050) (92.399.986)

For the period 01.01.2006 - 31.12.2006, TRY 5.620.657 of marketing, selling and distribution expenses (2005: TRY 4.961.280) 
and TRY 6.391.211 of general administrative expenses (2005: TRY  6.438.575) consist of depreciation expenses. TRY 252.928 of 
research and development expenses (2005: TRY 52.480), TRY 14.852.407 of marketing, selling and distribution expenses (2005: 
TRY 7.114.517) and TRY 22.350.190 of administrative expenses (2005: TRY 15.701.726) consist of personnel expenses.  

38.   OTHER OPERATING INCOME / EXPENSES
1 January-

31 December        
2006

1 January-
31 December        

2005
Dividend income from subsidiaries 3.577.562 1.794.787
Equity method consolidation effect (**) - 1.995.749
Commission income 571.971 644.134
Release of provisions - 2.019.968
Profi t on sales of broken glass 3.726.032 2.614.868
Income from facilities 1.132.583 716.868
Insurance claim income 605.619 447.289
Profi t on sales of tangible assets 694.969    47.626
Other income 4.788.197 4.432.218

15.096.933 14.713.507

Idle capacity expense (*) (1.942.055) (754.272)
Equity method consolidation effect (**) (8.172.851) -
Diminution in value of available for sale assets (2.661.371) -
Commission income (1.800.355) (1.114.299)
Provision expense (147.742) -
Impairment of tangible assets (6.916.937) -
Start up cost of furnace (3.872.328) -
Loss on sales of broken glass (4.632.014) (2.800.507)
Other expenses (1.138.672) (2.766.703)

(31.284.325) (7.435.781)

For the period 01.01.2006 - 31.12.2006, TRY 278.558 of idle capacity expense (2005: nil) consists of depreciation expense. 
(**) Effect of equity method consolidation

1 January-
31 December

2006

1 January-
31 December

2005
Çayırova Cam 176.250 1.319.368
Camiş Elektrik (8.349.101) 676.381

(8.172.851) 1.995.749
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39. FINANCE EXPENSES (NET)

1 January-
31 December        

2006

1 January-
31 December        

2005

Interest income 8.469.803 4.449.980
Foreign exchange gains  62.191.715 31.876.412
Discount income 312.457 388.348
Foreign exchange losses (22.838.833) (31.868.387)
Discount expense (1.228.155) (107.895)
Borrowing costs (60.328.661) (21.178.087)

(13.421.674) (16.439.629)

40.   NET MONETARY GAIN / LOSS

 Net monetary gain / loss is not calculated since the application of infl ation accounting has been ceased as of 1 
January 2005.

41. TAXES

The Group is subject to Turkish corporate taxes. Tax legislation in Turkey does not permit a parent company and 
its subsidiary to fi le a consolidated tax return. Therefore, provisions for taxes, as refl ected in the accompanying 
consolidated fi nancial statements, have been calculated on a separate-entity basis.

Corporate tax is applied on taxable corporate income, which is calculated from the statutory accounting profi t by 
adding back non-deductible expenses, and by deducting dividends received from resident companies, other exempt 
income and investment incentives utilized.

The effective tax rate in 2006 and the following years is 20% (2005: 30%).

In Turkey, advance tax returns are fi led on a quarterly basis. The advance corporate income tax rate was decreased 
to 20% for 2006 (2005: 30%). The excess advance tax paid of corporate income that was calculated at the rate of 
30% during fi rst two quarters of 2006 over 20% will be deducted from future advance tax returns.  

Losses can be carried forward for offset against future taxable income for up to 5 years. Losses cannot be carried 
back for offset against profi ts from previous periods.

In Turkey, there is no procedure for a fi nal and defi nitive agreement on tax assessments. Companies fi le their tax 
returns between 1 - 25 April following the close of the accounting year to which they relate (Companies with special 
accounting periods fi le their tax returns between 1- 25 of the fourth month subsequent to the fi scal year end). Tax 
authorities may, however, examine such returns and the underlying accounting records and may revise assessments 
within fi ve years.

Income Witholding Tax:

In addition to corporate taxes, companies should also calculate income withholding taxes and funds surcharge on any 
dividends distributed, except for companies receiving dividends who are resident companies in Turkey and Turkish 
branches of foreign companies. The rate of income withholding tax was 10% starting from 24 April 2003. This rate was 
changed to 15% by Article 15 in the Code numbered 5520 commencing from 21 June 2006. 
However, until the resolution of council of ministers, it was used as 10%. After the resolution declared in the Offi cial 
Gazette on 23 July 2006, this rate has been changed to 15% effective from 23 July 2006. Undistributed dividends 
incorporated in share capital are not subject to income withholding tax.

Withholding tax at the rate of  19,8% is still applied to investment allowances relating to investment incentive 
certifi cates obtained prior to 24 April 2003. Subsequent to this date, companies can deduct 40% of the investments 
that are directly related to production facilities of the company within the scope of the investment incentive certifi cate. 
Investments without investment incentive certifi cates do not qualify for tax allowance.

Investment incentive certifi cates are revoked commencing from 1 January 2006.  If companies cannot use investment 
incentive due to inadequate profi t, such outstanding investment incentive can be carried forward to the following years 
as of 31 December 2005 so as to be deducted from taxable income of the subsequent profi table years. Additionally, 
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the investment expenditures made after 1 January  2006, which are economically and technically related to the 
investments made in accordance with  19th Article of Income Withholding Tax Law started before 1 January 2006, and 
expenditures made after 1 January  2006,  which were related to  investment incentive certifi cates obtained prior to 24 
April 2003 could be carried forward. However, companies can deduct carried forward outstanding allowance from the 
2006, 2007 and 2008’s taxable income. The investment incentive amount that cannot be deducted from the 2008’s 
taxable income will not be carried forward to the following years.

The tax rate that the companies can use in the case of deducting the tax investment incentive amount in 2006, 2007 
and 2008 is 30%. If the Company cannot use the investment incentive carried forward, the effective tax rate will be 
20% and the unused investment incentive will be forfeited.

Since the Group benefi ts from the investment incentive considering the consolidated subsidiaries as separate entities, 
the Group has applied 20% or 30% of corporate tax rate based on the separate entity basis.

Adjusted Tax Calculations According to Infl ation

For 2003 and the previous years, taxable profi ts were calculated without any infl ation adjustment to the statutory 
records, except that fi xed assets and the related depreciation were revalued annually. Law No. 5024 published in the 
Offi cial Gazette No. 25332 on 30 December 2003 requires the application of infl ation accounting in Turkey in 2004 
and future years for tax purposes, if the actual rate of infl ation meets certain thresholds, using principles which do 
not differ substantially from the principles in IAS 29 “Financial Reporting in Hyperinfl ationary Economies”. As infl ation 
met certain thresholds in 2004, the Group adjusted its statutory fi nancial statements as of 31 December 2004 in 
accordance with Law No. 5024 and infl ation adjusted balances as at 31 December 2004 were taken as the opening 
balances as of 1 January 2005. However, as infl ation did not meet the required thresholds in 2005 and the following 
years, no further infl ation adjustment made to the Group’s statutory fi nancial statements.

Tax provisions as of 31 December 2006 and 31 December 2005 are as follows :
 
 
 

31 December
2006

31 December
2005

Corporate tax provision 27.131.462 33.584.344
Prepaid taxes and funds (19.444.568) (24.128.211)

7.686.894 9.456.133

 
31 December

2006
31 December

2005

Current year corporate tax provision
27.131.462 33.584.344

Deferred tax benefi t / (charge)
(53.385.313) (2.203.338)

Taxation per income statement
(26.253.851) 31.381.006

Reconciliation of taxation: 2006 2005

Profi t before taxation and minority interest 118.670.183 114.367.192

Effective tax rate %20 %30

Taxation calculated 23.734.037 34.310.158

Tax effects of:
-Non deductable expenses  884.782 1.495.077
-Dividends and other non taxable income  (826.321) (1.460.934)
-Investment incentives (*) (17.525.781) (3.275.068)
-Effect of the change in effective tax rate (**) (46.229.344) -
-Income / expenses not taxable/deductible 12.595.262 2.137.230
-consolidation adjustments 2.146.512 (1.645.004)
-effect of joint ventures abroad subject to different tax rates (1.032.998) (180.453)

Taxation per income statement (26.253.851) 31.381.006
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(*) Tax legislation in Turkey does not permit a parent company and its subsidiary to fi le a consolidated tax return. 
Therefore, provisions for taxes, as refl ected in the accompanying consolidated fi nancial statements, are calculated 
on a separate-entity basis. In this respect, 30% of corporate tax rate is taken into consideration as the effective 
tax rate instead of 20% for the subsidiaries having the option to deduct carried forward outstanding investment 
allowance from the 2006, 2007 and 2008’s taxable income.

(**) The 10% reduction in corporate tax rate has a positive effect on the period profi t by TRY 46.229.344 . 

42.     EARNINGS PER SHARE

Current year earnings per share is calculated by considering the effect of paid and non-paid share issues, in accordance 
with IAS 33.

As of 31 December 2006 and 31 December 2005, the Company’s weighted average number of shares and 
computation of earnings per share (which corresponds to per share amounting to TRY 1) are as follows:

1 January-
31 December        

2006

1 January-
31 December        

2005
Number of outstanding shares as of  1 January 22.760.000.000 22.760.000.000
Non-paid shares issued 6.562.618.400 -
Paid shares issued - -
Number of outstanding shares as of 31 December 29.322.618.400 22.760.000.000

Weighted average number of outstanding shares
   (0.01TRY /share) 29.322.618.400 29.322.618.400
Net period profi t 144.522.567 82.924.927
Earnings per share (per 1 TRY share) 0,493 0,283

43.  CASH FLOW STATEMENT
 
 The statement of cash fl ow is presented in the fi nancial statements.  

44. OTHER MATTERS THAT AFFECTS FINANCIAL STATEMENTS SIGNIFICANTLY 
OR THAT SHOULD BE EXPLAINED TO MAKE FINANCIAL STATEMENTS CLEAR, 
UNDERSTANDABLE AND INTERPRETABLE.

Due to the extraordinary heavy rain on 2 July 2006, TR1 fl at glass furnace of the Company’s Trakya factory located in 
Büyükkarıştıran Region in Lüleburgaz was damaged and the production was ceased temporarily. Net carrying value of 
the parts and equipment of the related furnace amounts to TRY 6.771.420 and it was expensed under other operating 
income / expense. The repair and renewal of the furnace was completed as of 15 October 2006 and it has started 
production since then. The total cost of repair and renewal is TRY 15.869.922, which was capitalized as tangible 
assets and depreciated over the remaining useful life of the furnace. Costs associated with the start-up operations 
of the glass furnace amounting to TRY 3.872.328 were expensed under other operating income / expense. The 
Company’s insurance covers both machinery, equipment, building and loss of profi t due to discontinued production 
of the furnace. Required claim applications have been submitted to the insurance company and the related process 
continues as of the report date. The Company received an advance amount of USD 4.000.000 from the insurance 
company in August 2006. This advance was offset against net carrying value of the furnace damaged amounting to 
TRY 6.771.420 and for the remaining balance of net carrying value of the furnace, an income accrual of TRY 898.620 
has been booked.    
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