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

REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION

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

Introduction

We have reviewed the accompanying consolidated balance sheet of Tiirk Hava Yollar1 A.O. (the
“Company”) and its subsidiary (together the “Group”) as at 30 June 2010 and the related
consolidated statement of comprehensive income, consolidated statement of changes in
shareholders’ equity and consolidated cash flow statement for the six month period then ended,
and a summary of significant accounting policies and other explanatory notes. The management is
responsible for preparation and fair presentation of these financial statements in accordance with
accounting standards published by Capital Markets Board. Our responsibility is to express a
result on these financial statements based on our review.

Scope of Review

Financial statements of Sun Express Havacilik A.S., THY DO&CO Ikram Hizmetleri A.S and
TGS Yer Hizmetleri A.S. which are the associates of the Company have been reviewed by other
independent audit firms. 1 % of total assets in the accompanying financial statements as at 30
June 2010 are contributed by these companies. Those statements were reviewed by other auditors
whose reports have been furnished to us and our review, insofar as it relates to the amounts
included for these entities is solely based on reports of the other auditors.

We conducted our review in accordance with the independent auditing standards issued by the
Capital Markets Board. A review of interim financial information consists of making inquiries,
primarily of persons responsible for financial and accounting matters, and applying analytical and
other review procedures. A review is substantially less in scope than an audit conducted in
accordance with auditing standards published by Capital Markets Board and consequently does not
enable us to obtain assurance that we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit opinion.

Member of Deloitte Touche Tohmatsu Limited



Deloitte

Conclusion

Based on our and other audit firms’ review, nothing has come to our attention that causes us to
believe that the accompanying interim financial information does not present fairly, in all material
respects, the financial position of the Group as of 30 June 2010 and its financial performance and
cash flows for the six months period then ended in accordance with the financial reporting
standards issued by the Capital Markets Board (Note 2).

DRT BAGIMSIZ DENETIM VE SERBEST MUHASEBECI MALI MUSAVIRLIK A.S.
Member of DELOITTE TOUCHE TOHMATSU LIMITED

L

Berkman Ozata
Partner

Istanbul, 23 August 2010



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

TURK HAVA YOLLARI ANONIM ORTAKLIGI
CONSOLIDATED BALANCE SHEET

AS OF 30 JUNE 2010

(All amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

(Reviewed) (Audited)
ASSETS Notes 30 June 2010 31 December 2009
Current Assets 3.660.618.119 2.799.855.184
Cash and cash equivalents 6 630.781.823 1.096.111.869
Financial assets 7 43.428.671 222.298.370
Trade receivables 10 617.323.059 445.381.881
Other receivables 11 2.088.616.479 743.393.375
Inventories 13 155.245.391 148.995.932
Other current assets 26 125.222.696 143.673.757
Non-current Assets 5.609.971.261 5.772.234.243
Other receivables 11 355.728.727 664.360.128
Financial assets 7 1.750.943 1.750.943
Investmensts accounted for using the equity 16 169.991.612 152.052.556
Investment property 17 48.810.000 48.810.000
Tangible assets 18 4.780.491.330 4.811.019.050
Intangible assets 19 29.077.872 10.669.612
Other non-current assets 26 224.120.777 83.571.954
TOTAL ASSETS 9.270.589.380 8.572.089.427

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

TURK HAVA YOLLARI ANONIM ORTAKLIGI
CONSOLIDATED BALANCE SHEET

AS OF 30 JUNE 2010

(All amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

(Reviewed) (Audited)
LIABILITIES Notes 30 June 2010 31 December 2009
Current Liabilities 2.663.129.086 1.949.243.312
Financial debt 8 383.083.206 412.266.841
Other financial liabilities 9 107.122.025 46.078.943
Trade payables 10 615.144.643 560.801.478
Other payables 11 160.113.913 156.633.381
Current tax liabilities 35 36.283.390 2.419.544
Provisions 22 8.458.458 7.287.354
Employee benefit obligations 24 161.559.394 54.734.480
Passenger flight liabilites 26 983.088.746 586.525.279
Other current liabilities 26 208.275.311 122.496.012
Non- current Liabilitites 2.911.449.530 3.177.965.889
Financial debt 8 2.281.491.460 2.575.899.283
Other payables 11 8.923.549 8.941.613
Provision for retirement pay liability 24 162.618.411 151.875.562
Deferred tax liability 35 388.030.570 362.243.105
Other non- current liabilities 26 70.385.540 79.006.326
SHAREHOLDERS' EQUITY
Equity Attributable to Shareholders of Parent 3.696.010.764 3.444.880.226
Share capital 27 1.000.000.000 875.000.000
Inflation difference on shareholders' equity 27 1.123.808.032 1.123.808.032
Restricted profit reserves 27 39.326.341 22.686.727
Differences from currency translation 27 (385.131) 4.641.339
Cash flow hedge fund (-) 27 (23.858.850) (1.751.329)
Retained earnings 27 1.278.855.843 861.419.177
Net profit/(loss) for the period 27 278.264.529 559.076.280
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 9.270.589.380 8.572.089.427

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

TURK HAVA YOLLARI ANONIM ORTAKLIGI
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE SIX MONTH INTERIM PERIOD ENDED 30 JUNE 2010

( All amounts are expressed in Turkish Lira (TL) unless otherwise stated .)

Sales revenue

Cost of sales (-)

GROSS PROFIT / (LOSS)

Marketing, sales and distribution expenses (-)

Administrative expenses (-)

Other operating income

Other operating expenses (-)

OPERATING PROFIT / (LOSS)

Share of investments' profit/ (loss) accounted for
using the equity method

Financial income

Financial expenses (-)

PROFIT / (LOSS) BEFORE TAX

Tax (expense) / income

Current tax expense (-)

Deferred tax (expense) / income

PROFIT / (LOSS) FOR THE YEAR

OTHER COMPREHENSIVE INCOME / (EXPENSE)
Differences from currency translation

Cash flow hedge fund

Tax income on items in other comprehensive income

OTHER COMPREHENSIVE INCOME/

TOTAL COMPREHENSIVE INCOME/
Earnings/(Loss) per share (Kr)

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

(Reviewed) (Not Reviewed) (Reviewed) (Not Reviewed)
Notes 1 January-30 June 2010 1 April-30 June 2010 1 January-30 June 2009 1 April-30 June 2009
28 3.743.404.536 2.088.331.502 3.010.994.776 1.732.358.717
28 (3.016.898.634) (1.605.010.219) (2.324.545.121) (11.243.000.078)
726.505.902 483.321.283 686.449.655 489.358.639
29 (455.420.705) (239.584.857) (374.752.825) (206.178.310)
29 (156.067.990) (81.372.697) (132.516.646) (70.850.348)
31 84.245.417 9.068.956 56.838.138 2.431.006
31 (161.355.572) (206.721.116) (135.353.685) (171.872.164)
37.907.052 (35.288.431) 100.664.637 42.888.823
16 (31.551.395) (7.026.644) (2.831.406) 8.476.879
32 426.785.861 276.146.275 193.495.494 (292.833.710)
33 (77.804.586) (34.854.139) (183.282.890) 175.918.675
355.336.932 198.977.061 208.045.835 (65.549.333)
(77.072.403) (40.320.487) (106.083.864) 12.362.252
35 (45.758.058) (41.244.924) (49.747.052) (12.559.511)
35 (31.314.345) 924.437 (56.336.812) 24.921.763
278.264.529 158.656.574 101.961.971 (53.187.081)
(5.026.470) (3.855.918) 34.549 4.493.955
(27.634.401) (25.348.575) (2.149.303) (2.149.303)
5.526.880 5.069.717 429.861 (429.861)
(27.133.991) (24.134.776) (1.684.893) 1.914.791
251.130.538 134.521.798 100.277.078 (51.272.290)
36 0,28 0,16 0,10 (0,05)



As of 31 December 2008

Transfer of previous years' profit to retained earnings
Transfer of previous years' profit to capital reserves
Payment of dividends

Capital increase

Total comprehensive income for the period

As of 30 June2009

As of 31 December 2009
Caoital increase
Transfer of previous years' profit to capital reserves

Transfer of previous years' profit to retained earnings

Total comprehensive income for the period
As of 30 June2010

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

TURK HAVA YOLLARI ANONIiM ORTAKLIGI
CONSOLIDATED STATEMENT OF CHANGE IN SHAREHOLDERS’ EQUITY
FOR THE SIX MONTH INTERIM PERIOD ENDED 30 JUNE 2010

(All amounts are expressed in Turkish Lira (TL) unless otherwise stated .)

Inflation difference

Differences from

on shareholders'  Restricted profit currency Cash flow hedge  Net profit/loss for Total

Issued capital equity reserves translation fund the period Retained earnings  shareholders' equity
175.000.000 1.672.901.479 - 4.459.406 - 1.134.226.211 - 2.986.587.096
- - - - - (1.134.226.211) 1.134.226.211 -
- - 22.686.727 - - - (22.686.727) -
- - - - - - (99.213.754) (99.213.754)
700.000.000 (549.093.447) - - - - (150.906.553) -
- - - 34.549 (1.719.442) 101.961.971 - 100.277.078
875.000.000 1.123.808.032 22.686.727 4.493.955 (1.719.442) 101.961.971 861.419.177 2.987.650.420
875.000.000 1.123.808.032 22.686.727 4.641.339 (1.751.329) 559.076.280 861.419.177 3.444.880.226
125.000.000 - - - - (125.000.000) - -
- - 16.639.614 - - (16.639.614) - -
- - - - - (417.436.666) 417.436.666 -
- - - (5.026.470) (22.107.521) 278.264.529 - 251.130.538
1.000.000.000 1.123.808.032 39.326.341 (385.131) (23.858.850) 278.264.529 1.278.855.843 3.696.010.764

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



TURK HAVA YOLLARI ANONIiM ORTAKLIGI
CONSOLIDATED STATEMENT OF CASH FLOW

FOR THE SIX MONTH INTERIM PERIOD ENDED 30 JUNE 2010
(All amounts are expressed in Turkish Lira (TL) unless otherwise stated .)

CASH FLOW FROM OPERATING ACTIVITIES

Net profit before taxes

Adjustments to obtain net cash flow generated from operating activities:

Depreciation and amortization

Provision for retirement pay liability

Interest income

(Gain)/Loss on sales of fixed assets
(Decrease)/Increase in provision for impairment

Loss/(profit) on equity investments accounted for using the equity method

Interest expense
Change in manufacturers' credit

Unrealized foreign exchange loss/(gain) on finance leases

Increase/(decrease) in provision for doubtful receivables

Change in fair value of derivative instruments
Operating profit before working capital changes

(Increase)/Decrease in trade receivables

Decrease/(increase) in other short and long term receivables

Decrease/(increase) in inventories
Decrease/(increase) in other current assets
Decrease/(increase) in other non-current assets
Increase/(decrease) in trade payables
(Decrease)/Increase in other payables
Increase/(decrease) in provision for short term liabilitites
Increase in other short and long term liabilities
Increase in employee benefits

Increase in passenger flight liabilities

Cash flow from operating activities
Payment of retirement pay liability

Interest paid

Corporate tax adjustment for 2008

Tax payments

Net cash flow from operating activities
CASH FLOW FROM INVESTING ACTIVITIES

Proceeds from sale of tangible and intangible fixed assets

Interest received
Dividends received

Purchase of of tangible and intangible fixed assets (net of increase in finance lease

liabilitites) (*)
Prepayments for the purchase of aircrafts
(Increase)/decrease in short term financial investments
Cash outflow resulting from purchase of joint ventures
Net cash used in investing activities
CASH FLOW FROM FINANCING ACTIVITIES
Repayment of principal in finance lease liabilitites
(Decrease)/increase in financial borrowings
Increase/(decrease) in other financial liabilities
Dividends paid

Net cash used in financing activities

NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE PERIOD
CASH AND CASH EQUIVALENTS AT THE END OF THE PERIOD

1 January- 1 January-
Notes 30 June 2010 30 June 2009
355.336.932 208.045.835
18-19 183.871.267 173.798.143
24 16.914.760 12.429.846
32 (26.903.389) (91.865.000)
31 (37.444.958) (3.073.699)
18 (101.984.346) 44.230.084
16 31.551.395 2.831.406
33 65.387.666 57.193.768
26 (491.329) (7.776.366)
32-33 (137.993.041) (12.881.675)
10 16.413.426 (6.606.062)
32-33 1.488.405 (23.061.932)
366.146.788 353.264.348
10 (188.354.604) (158.777.111)
11 (2.068.230) 44.243.847
13 (6.249.459) (30.721.246)
26 18.451.061 (30.870.402)
26 (140.548.823) 62.528.365
10 54.343.165 72.266.057
11 3.462.468 44.761.747
22 1.171.104 215.219
26 77.649.843 28.261.423
24 106.824.914 8.047.801
26 396.563.467 347.499.326
687.391.694 740.719.374
24 (6.171.911) (8.870.572)
(69.625.698) (57.075.955)
35 - (33.121.718)
26-35 (11.894.212) (18.740.648)
599.699.873 622.910.481
18-19 61.568.249 124.122.255
35.288.486 99.496.303
16 2.500.000 -
18-19 (93.890.747) (122.371.687)
11 (1.034.523.473) (291.945.887)
7 168.996.190 482.147.316
16 (57.016.921) (30.885.163)
(917.078.216) 260.563.137
( 185.040.976) (190.886.131)
3.680.592 (2.403.217)
9 33.408.681 (432.606)
- (99.213.754)
(147.951.703) (292.935.708)
(465.330.046) 590.537.910
1.096.111.869 504.905.721
630.781.823 1.095.443.631

(* ) There is no tangible and intangible assets purchases which was financed through finance leases for the six month interim period ended 30
June 2010. (30 June 2009: TL 128.740.924 portion of tangible and intangible assets purchases in total of 251.112.611 was financed through

finance leases).

The accompanying notes form an integral part of these consolidated financial statements.
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TURK HAVA YOLLARI ANONIM ORTAKLIGI

Notes to the Consolidated Financial Statements
For the Six-Month Interim Period Ended 30 June 2010

(All amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

COMPANY ORGANIZATION AND ITS OPERATIONS

Tiirk Hava Yollart A.O. (“the Company” or “THY”) was incorporated in Turkey in 1933. The principal
activity of the Company is domestic and international air transportation of passengers and cargo. As of
30 June 2010 and 31 December 2009, the shareholders and their respective shareholdings in the
Company are as follows:

30 June 2010 31 December 2009

Republic of Turkey Prime Ministry
Privatization Administration 49,12 % 49,12 %
Other (publicly held) 50,88 % 50,88 %
Total 100,00 % 100,00 %

The total number of employees working for Tiirk Hava Yollar1 A.O. and its subsidiary (“the Group”) as
of 30 June 2010 is 15.937. (31 June 2009: 14.672). The average number of employees working for the
Group as of 30 June 2010 and 2009 is 15.487 and 14.281, respectively. The Company is registered in
Istanbul, Turkey and its head office address is as follows:

Tirk Hava Yollar1 A.O. Genel Yonetim Binasi, Atatiirk Havalimani, 34149 Yesilkoy
ISTANBUL.

Approval of Financial Statements

Board of Directors has approved the financial statements as of 30 June 2010 and delegated authority for
publishing it on 23 August 2010. General shareholders' meeting has the authority to modify the financial
statements.

BASIS OF PRESENTATION OF FINANCIAL STATEMENTS

2.1 Basis of Presentation

Basis of Preparation for Financial Statements and Significant Accounting Policies

The company and its subsidiaries registered in Turkey maintain their books of account and prepare their
statutory financial statements in accordance with accounting principles in the Turkish Commercial Code
and Tax Legislation. Subsidiaries that are registered in foreign countries maintain their books of account
and prepare their statutory statements in accordance with the prevailing accounting principles in their
registered countries.

The Capital Markets Board (“CMB”) has established principles, procedures and basis on the preparation
of financial reports by enterprises and the representation of the reports with Communiqué Series XI, No:
29 “Communiqué on Capital Market Financial Reporting Standards”. This Communiqué is applicable for
the first interim financial statements to be prepared after 1 January 2008 and with this Communiqué, the
Communiqué Series XI, No: 29 “Communiqué on Capital Market Accounting Standards” has been
repealed. In accordance with this Communiqué, the companies are supposed to prepare their financial
statements in accordance with the International Financial Reporting Standards (“IAS/IFRS”) accepted by
the European Union. Nevertheless, until the discrepancies between the IAS/IFRS accepted by the
European Union, and the IAS/IFRS declared by IASB are announced by the Turkish Accounting
Standards Board (“TASB”), IAS/IFRS will be in use. Under these circumstances, Turkish Accounting
Standards/Turkish Financial Reporting Standards (“TAS/TFRS”), which are the standards published by
TASB, not contradicting with IAS/IFRS will be predicated on.



TURK HAVA YOLLARI ANONIM ORTAKLIGI

Notes to the Consolidated Financial Statements
For the Six-Month Interim Period Ended 30 June 2010

(All amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

BASIS OF PRESENTATION OF FINANCIAL STATEMENTS (cont’d)
2.1 Basis of Presentation (cont’d)

The accompanying consolidated financial statements have been prepared in accordance with IFRS and
comply with CMB’s decree announce on 17 April 2008 and 9 January 2009 regarding the format of the
financial statements and footnotes since at the date of the issuance of these financial statements the
differences of IAS/ IFRS accepted by the European Union are not declared by the TASB. Accordingly,
some reclassifications are made in the prior year financial statements.

All financial statements, except for investment property and derivative financial instruments, have been
prepared on cost basis principal.

Currency Used In Financial Statements

The individual financial statements of each Group entity are presented in the currency of the primary
economic environment in which the entity operates (its functional currency). For the purpose of the
consolidated financial statements, the results and financial position of each entity are expressed in
Turkish Lira (“TRY”), which is the functional currency of the Company, and the reporting currency for
the consolidated financial statements.

Adjustment of Financial Statements in Hyperinflationary Periods

As per the 17 March 2005 dated, 11/367 numbered decree of CMB, companies engaged in Turkey and
those of which prepare their financial statements in accordance with the CMB Accounting Standards
(including IAS/IFRS exercisers), use of inflationary accounting standards have been discontinued
effective 1 January 2005. Pursuant effectuation, “Financial Reporting Standards in Hyperinflationary
Economies” issued by the International Accounting Standards Committee (IASC), (“IAS 29”) was no
longer applied henceforward.

Comparative Information and Restatement of Prior Period Financial Statements

Consolidated financial statements of the Group have been prepared comparatively with the prior period
in order to give information about financial position and performance. In order to maintain consistency,
with current year consolidated financial statements, comparative information is reclassified and
significant changes are disclosed if necessary.

Basis of the Consolidation

a) The consolidated financial statements include the accounts of the parent company, Tiirk Hava Yollar1
A.O., its Subsidiary and its Affiliates on the basis set out in sections (b) and (c) below. Financial
statements of subsidiary and affiliates are adjusted where applicable in order to apply the same
accounting policies. All transactions, balances, profit and loss within the Group are eliminated during
consolidation.

b) Subsidiary is the entity in which the Company has power to control the financial and operating
policies for the benefit of the Company through the power to exercise more than 50% of the voting rights
relating to shares in the companies owned directly and indirectly by itself, otherwise having the power to
exercise control over the financial and operating policies for the benefit of the Company.



TURK HAVA YOLLARI ANONIM ORTAKLIGI

Notes to the Consolidated Financial Statements
For the Six-Month Interim Period Ended 30 June 2010

(All amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

BASIS OF PRESENTATION OF FINANCIAL STATEMENTS (cont’d)

2.1 Basis of Presentation (cont’d)

Basis of Consolidation (cont’d)

The table below table sets out the consolidated Subsidiary and participation rate of the Group in this

subsidiary at 30 January 2010:
Participation Rate

Name of the Principal Activity 30 June 2010 31 December 2009 Country of
Company Registration
THY Teknik A.S. Aircraft Maintenance 100% 100% Turkey
Services

The balance sheet and statement of income of the subsidiary were consolidated on the basis of full
consolidation. The carrying value of the investment held by the Group and its Subsidiary were eliminated
against the related shareholders' equity. Intercompany transactions and balances between the Group and
its Subsidiary were eliminated during consolidation process.

¢) The Group has six joint ventures. These joint ventures are economical activities that decisions about
strategic finance and operating policy are jointly controlled by the consensus of the Group and other
participants. The affiliates to which the participation rates of the Group are 50% and 49 % are controlled
by the Group jointly, and are valued by equity method.

The table below sets out consolidated affiliates and indicates the proportion of ownership interest of the
Company in these affiliates at 30 June 2010:

Participation share

30 June 31 December Country of

Company name Principal Activity 2010 2009 Registration
Turkey
Giines Ekspres Havacilik Air Transportation 50% 50%
AS.
THY DO&CO ikram Catering Services 50% 50%
Hizmetleri A.S. Turkey
P&W T.T. Ucak Bakim Maintenance 49% 49% Turkey
Merkezi Ltd. $ti.
Bosnia Herzegovina Airlines Air Transportation 49% 49% Bosnia
Herzegovina
TGS Yer Hizmetleri A.S. Ground Services 50% 100% Turkey
THY Opet Havacilik Yakitlari Fuel Sales 50% 50% Turkey
AS.

According to the equity method, subsidiaries are stated as the cost value adjusted as deducting the
impairment in subsidiary from the change occurred in the subsidiary’s assets after the acquisition date
that is calculated by the Group’s share in the consolidated balance sheet. Subsidiary’s losses that exceed
the Group’s share are not considered (actually, that contains a long term investment which composes the
net investment in the subsidiary).



TURK HAVA YOLLARI ANONIM ORTAKLIGI

Notes to the Consolidated Financial Statements
For the Six-Month Interim Period Ended 30 June 2010

(All amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

BASIS OF PRESENTATION OF FINANCIAL STATEMENTS (cont’d)

2.2 Changes in Accounting Policies

Changes in accounting policies are applied retroactively and the financial statements of the previous
period are adjusted.

23 Offsetting

Financial assets and liabilities are offset and the net amount reported in the balance sheet when there is a
legally enforceable right to set off the recognized amounts and there is an intention to settle on a net
basis, or realize the asset and settle the liability simultaneously.

24 New and Revised International Financial Reporting Standards

a) There’s no change in the current Standards which are related to the Group operations and are
effective as of 30 June 2010.

b) Standards, amendments and interpretations to existing standards effective as of 30 June 2010 but
not relevant to the Group

IFRS 3 (revised), “Business Combinations” and consequential amendments to IAS 27, “Consolidated and
separate financial statements”, IAS 28, “Investments in associates”, and IAS 31, “Interests in joint
ventures”, are effective prospectively to business combinations for which the acquisition date is on or
after the beginning of the first annual reporting period beginning on or after 1 July 2009. This is not
currently applicable to the Group, as it has not made any business combinations.

IFRIC 17, “Distributions of non-cash assets to owners”, effective for annual periods beginning on or after
1 July 2009. This is not currently applicable to the Group, as it has not made any non-cash distributions.

IFRIC 18, “Transfers of assets from customers”, effective for transfer of assets received on or after 1 July
2009. This is not relevant to the Group, as it has not received any assets from customers.

“Additional exemptions for first-time adopters” (Amendment to IFRS 1) was issued in July 2009. The
amendments are required to be applied for annual periods beginning on or after 1 January 2010. This is
not relevant to the Group, as it is an existing IFRS preparer.

IFRS 2, “Share-based Payments — Group Cash-settled Share Payment Arrangements” is effective for
annual periods beginning on or after 1 January 2010. This is not currently applicable to the Group, as the
Group does not have share-based payment plans.

Improvements to International Financial Reporting Standards 2009 were issued in April 2009. The
improvements cover 12 main standards/intepretations as follows:



TURK HAVA YOLLARI ANONIM ORTAKLIGI

Notes to the Consolidated Financial Statements
For the Six-Month Interim Period Ended 30 June 2010

(All amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

BASIS OF PRESENTATION OF FINANCIAL STATEMENTS (cont’d)
24 New and Revised International Financial Reporting Standards (cont’d)

b) Standards, amendments and interpretations to existing standards effective as of 30 June 2010 but
not relevant to the Group (cont’d)

IFRS 2 Share-based Payments, IFRS 5 Non-current Assets Held for Sale and Discontinued Operations,
IFRS 8 Operating Segments, 1AS 1 Presentation of Financial Statements, 1AS 7 Statement of Cash
Flows, 1AS 17 Leases, IAS 18 Revenue, IAS 36 Impairment of Assets, IAS 38 Intangible Assets, IAS 39
Financial Instruments: Recognition and Measurement, IFRIC 9 Reassessment of Embedded Derivatives,
IFRIC 16 Hedges of Net Investment in a Foreign Operation. The effective dates vary standard by
standard but most are effective 1 January 2010.

c) The following new standards, new interpretations and amendments to standards and
interpretations have been issued but are not effective for the financial year beginning 1 January 2010 and
have not been early adopted

IFRS 1 (amendments) First-time Adoption of IFRS — Additional Exemptions
Amendments to IFRS 1 which are effective for annual periods on or after 1 July 2010 provide limited
exemption for first time adopters to present comparative IFRS 7 fair value disclosures.

IFRS 9 Financial Instruments: Classification and Measurement

In November 2009, the first part of IFRS 9 relating to the classification and measurement of financial
assets was issued. IFRS 9 will ultimately replace IAS 39 Financial Instruments: Recognition and
Measurement. The standard requires an entity to classify its financial assets on the basis of the entity’s
business model for managing the financial assets and the contractual cash flow characteristics of the
financial asset, and subsequently measure the financial assets as either at amortized cost or at fair value.
The new standard is mandatory for annual periods beginning on or after 1 January 2013. The Group has
not had an opportunity to consider the potential impact of the adoption of this standard.

IAS 24(Revised 2009) Related Party Disclosures

In November 2009, IAS 24 Related Party Disclosures was revised. The revision to the standard provides
government-related entities with a partial exemption from the disclosure requirements of IAS 24. The
revised standard is mandatory for annual periods beginning on or after 1 January 2011. The Group has
not yet had an opportunity to consider the potential impact of the adoption of this revised standard.
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TURK HAVA YOLLARI ANONIM ORTAKLIGI

Notes to the Consolidated Financial Statements
For the Six-Month Interim Period Ended 30 June 2010

(All amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

BASIS OF PRESENTATION OF FINANCIAL STATEMENTS (cont’d)
24 New and Revised International Financial Reporting Standards (cont’d)

IAS 32(Amendments) Financial Instruments: Presentation and IAS 1 Presentation of Financial
Statements

The amendments to IAS 32 and IAS 1 are effective for annual periods beginning on or after 1 February
2010. The amendments address the accounting for rights issues (rights, options or warrants) that are
denominated in a currency other than the functional currency of the issuer. Previously, such rights issues
were accounted for as derivative liabilities. However, the amendment requires that, provided certain
conditions are met, such rights issues are classified as equity regardless of the currency in which the
exercise price is denominated. The Group has not yet had an opportunity to consider the potential impact
of the adoption of this amendment to the standard.

IFRIC 14 (Amendments) Pre-payment of a Minimum Funding Requirement

Amendments to IFRIC 14 are effective for annual periods beginning on or after 1 January 2011. The
amendments affect entities that are required to make minimum funding contributions to a defined benefit
pension plan and choose to pre-pay those contributions. The amendment requires an asset to be
recognized for any surplus arising from voluntary pre-payments made. The Group does not expect any
impact of the adoption of this amendment on the financial statements.

IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments

IFRIC 19 is effective for annual periods beginning on or after 1 July 2010. IFRIC 19 addresses only the
accounting by the entity that issues equity instruments in order to settle, in full or part, a financial
liability. The Group has not yet had an opportunity to consider the potential impact of the adoption of
this amendment to the standard.

Annual Improvements May 2010

Further to the above amendments and revised standards, the IASB has issued Annual Improvements to
IFRSs in May 2010 that cover 7 main standards/intepretations as follow: IFRS 1 First-time Adoption of
International Financial Reporting Standards; IFRS 3 Business Combinations; 1IFRS 7 Financial
Instruments: Disclosures; 1AS 1 Presentation of Financial Statements; 1AS 27 Consolidated and
Separate Financial Statements; 1AS 34 Interim Financial Reporting and IFRIC 13 Customer Loyalty
Programmes. With the exception of amendments to IFRS 3 and IAS 27 which are effective on or after
1 July 2010, all other amendments are effective on or after 1 January 2011. Early adoption of these
amendments are allowed. The Group has not yet had an opportunity to consider the potential impact of
the adoption of these amendments to the standards.
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2.5

TURK HAVA YOLLARI ANONIM ORTAKLIGI

Notes to the Consolidated Financial Statements
For the Six-Month Interim Period Ended 30 June 2010

(All amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

BASIS OF PRESENTATION OF FINANCIAL STATEMENTS (cont’d)

Summary of Significant Accounting Policies
Significant accounting policies applied in the preparation of accompanying financial statements
are as follows:

2.5.1 Revenue
Rendering of services:

Revenue is measured at the fair value of the consideration received or to be received. Passenger fares and
cargo revenues are recorded as operating revenue when the transportation service is provided. Tickets
sold but not yet used (unflown) are recorded as passenger flight liabilities.

The Group develops estimations using historical statistics and data for unredeemed tickets. Total
estimated unredeemed tickets are recognized as operating revenue. Agency commissions to relating to
the passenger revenue are recognized as expense when the transportation service is provided.

Aircraft maintenance and infrastructure support services are accrued with regard to invoices prepared
subsequent to the services.

Dividend and interest income:

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

Dividend income generated from equity investments is registered as shareholders gain the dividend
rights..

2.5.2 Inventories

Inventories are stated at the lower of cost and net realizable value. Cost of inventories is the sum of all
costs of purchase, costs of conversion and other costs incurred in bringing the inventories to their present
location and condition.

Average cost method is applied in the calculation of cost of inventories. Net realizable value represents
the estimated selling price less all estimated costs of completion and costs necessary to make a sale.

2.5.3 Tangible Assets

Tangible assets are measured at net book value calculated by deduction of accumulated depreciation
from cost values, cost values being restated until 31 December 2004 in accordance with inflation
accounting. Depreciation is calculated over the useful lives for tangible assets on a straight-line basis.
The useful lives and residual values used for tangible assets are as follows:
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TURK HAVA YOLLARI ANONIiM ORTAKLIGI
Notes to the Consolidated Financial Statements

For the Six-Month Interim Period Ended 30 June 2010

(All amounts are expressed in Turkish Lira (TL) unless otherwise stated.)
BASIS OF PRESENTATION OF FINANCIAL STATEMENTS (cont’d)
2.5 Summary of Significant Accounting Policies (cont’d)

2.5.3 Tangible Assets (cont’d)

Useful Life (Years) Residual Value
- Buildings 25-50 -
- Aircrafts 15-20 10-30%
- Cargo Aircraft 30 10%
- Engines 15-20 10-30%
- Components 7 -
- Repairable Spare Parts 3-7 -
- Simulators 10-20 0-10%
- Machinery and Equipments 3-15 -
- Furniture and Fixtures 3-15 -
- Motor Vehicles 4-7 -
- Other Equipments 4-15 -
- Special Costs Lease period -

The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is
determined as the difference between the sales proceeds and the carrying amount of the asset and is
recognized in profit or loss.

2.5.4 Leasing Transactions

Leasing - the Group as the lessee

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks
and rewards of ownership to the lessee. All other leases are classified as operating leases.

Assets held under finance leases are recognized as assets of the Group at their fair value at the inception
of the lease or, if lower, at the present value of the minimum lease payments. The corresponding liability
to the lessor is included in the balance sheet as a finance lease obligation.

Amounts due from lessees under finance leases are recorded as receivables at the amount of the Group’s
net investment in the leases. Finance lease income is allocated to accounting periods so as to reflect a
constant periodic rate of return on the Group’s net investment outstanding in respect of the leases.

Rental income from operating leases is recognized on a straight-line basis over the term of the relevant

lease. Initial direct costs incurred in negotiating and arranging an operating lease are added to the
carrying amount of the leased asset and recognized on a straight-line basis over the lease term.
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TURK HAVA YOLLARI ANONIM ORTAKLIGI

Notes to the Consolidated Financial Statements
For the Six-Month Interim Period Ended 30 June 2010

(All amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

BASIS OF PRESENTATION OF FINANCIAL STATEMENTS (cont’d)
2.5 Summary of Significant Accounting Policies (cont’d)

2.5.5 Intangible Assets

Intangible assets include leasehold improvements, rights, information systems and software. Intangible
assets are carried at the beginning cost including the restatement to the equivalent purchasing power for
those accounted on or before 31 December 2004 less accumulated depreciation. Leasehold improvements
are depreciated over their lease periods and other intangible assets are depreciated over their useful life
of 5 years, on a straight-line basis.

2.5.6 Impairment on Assets

The carrying amounts of the Group’s assets are reviewed at each reporting date to determine whether
there is any indication of impairment. If any such indication exists then the assets’ recoverable amounts
are estimated.

An impairment loss is recognized if the carrying amount of an asset or its cash-generating unit exceeds
its recoverable amount. The recoverable amount of an asset or cash-generating unit is the greater of its
value in use and its fair value less costs to sell. Value in use is the present value of estimated future cash
flows resulting from continuing use of an asset and from disposal at the end of its useful life. Impairment
losses are accounted at the consolidated income statement.

An impairment loss recognized in prior periods for an asset is reversed if the subsequent increase in the
asset’s recoverable amount is caused by a specific event since the last impairment loss was recognized.
Such a reversal amount is recognized as income in the consolidated financial statements and cannot
exceed the previously recognized impairment loss and shall not exceed the carrying amount that would
have been determined, net of amortization or depreciation, had no impairment loss been recognized for
the asset in prior years.

Group determined aircrafts, spare engines and simulators together (“Aircrafts”) as lower-line cash
generating unit subject to impairment and impairment calculation was performed for Aircrafts
collectively.

In the examination of whether net book values of aircrafts, spare engines and simulators exceed their
recoverable amounts, the higher value between value in use and sale expenses deducted net selling prices
in US Dollars is used for determination of recoverable amounts. Net selling price for the aircrafts is
determined according to second hand prices in international price guides. Price guides are revised for two
times in a year, changes in price guides are reflected to the consolidated financial statements prepared at
June and Deccember.

Net selling price for spare engines and simulators is net book values based on US Dollar acquisition
costs. In the accompanying financial statements, the change in the differences between net book values of
these assets and recoverable amounts are recognized as provision income/losses under income/losses
from other operations account. Changes in value due to exchange rate changes are shown under group of
financial income/expenses.

14



TURK HAVA YOLLARI ANONIM ORTAKLIGI

Notes to the Consolidated Financial Statements
For the Six-Month Interim Period Ended 30 June 2010

(All amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

BASIS OF PRESENTATION OF FINANCIAL STATEMENTS (cont’d)
2.5 Summary of Significant Accounting Policies (cont’d)
2.5.7 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.

2.5.8 Financial Instruments

Financial assets and liabilities are recorded in the balance sheet when the Group is a legal party to these
financial instruments.

a) Financial assets

Financial investments are recognized and derecognized on a trade date where the purchase or sale of an
investment is under a contract whose terms require delivery of the investment within the timeframe
established by the market concerned, and are initially measured at fair value, net of transaction costs
except for those financial assets classified as at fair value through profit or loss, which are initially
measured at fair value.

Financial assets are classified into the following specified categories: financial assets as “at fair value
through profit or loss” (FVTPL), “held-to-maturity investments”, “available-for-sale” (AFS) financial
assets and “loans and receivables”. The classification depends on the nature and purpose of the financial
assets and is determined at the time of initial recognition

Financial assets at fair value through profit or loss

Financial assets are classified as financial assets at fair value through profit or loss where the Group
acquires the financial asset principally for the purpose of selling in the near term, the financial asset is a
part of an identified portfolio of financial instruments that the Group manages together and has a recent
actual pattern of short term profit taking as well as derivatives that are not designated and effective
hedging instruments.

Financial assets at fair value through profit or loss are stated at fair value, with any resultant gain or loss
recognized in profit or loss incorporates any dividend or interest earned on the financial asset.

Effective interest method

The effective interest method is a method of calculating the amortized cost of a financial asset and of
allocating interest income over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash receipts through the expected life of the financial asset, or where
appropriates a shorter period.

Income is recognized on an effective interest basis for held-to-maturity investments, available-for-sale
financial assets and loans and receivables.
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(All amounts are expressed in Turkish Lira (TL) unless otherwise stated.)

BASIS OF PRESENTATION OF FINANCIAL STATEMENTS (cont’d)

2.5 Summary of Significant Accounting Policies (cont’d)

2.5.8 Financial Instruments (cont’d)

a) Financial assets (cont’d)

Loans and receivables

Trade and other receivables are initially recorded at fair value. At subsequent periods, loans and
receivables are measured at amortized cost using the effective interest method.

Impairment of financial assets

Financial assets, other than those at fai