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Vestel's international sales are conducted by Vestel Foreign
Trade Inc, a member of the Vestel Group of Companies,
while its domestic sales are handled by Vestel Durable
Goods Marketing Inc, another group company.

Vestel Foreign Trade
• Exports products to more than 100 countries throughout
the world.
• Is a distributor in 10 European countries
• Has a strong competitive edge in foreign markets thanks
to its flexibility in meeting customers' needs, its ability to
adapt quickly to changing market conditions and a strong
and sure hand in after-sales services.

In an environment which has become more competitive
with the rapid entry of international electronics market
chains into the Turkish market, Vestel Durable Goods
Marketing gained a competitive advantage by restructuring
its distribution channels in 2007. The Company also
distinguishes itself with high-quality products and the
experience it has gained in the multi-brand concept which
it has been developing since 2002. Under the new
restructuring, dealers and service outlets have been
gathered under the same roof. This regulation marks a
sound step towards meeting customer demands swiftly
and effectively.

Vestel Durable Goods Marketing
• Has a nationwide sales and service capability with 1,250
showrooms, 600 authorized service outlets, and 5,100
service personnel throughout Turkey.
• Effectively uses its call center to provide customer
satisfaction. The Company's call center served an average
of 2,634 calls (1,100 inbound calls and 1,534 outbound calls)
per day in 2007 with its team of 41 personnel. Only 2% of
the calls were made to register a complaint in 2007.

Outbound calls were made to monitor levels of customer
and service satisfaction, inform of free maintenance days
and to return consumers' calls, creating diversification and
raising satisfaction in the eye of customers.

Vestel Durable Goods Marketing
• has adopted a customer and sales focused approach with
its concept stores and multi-brand strategy.
• is the hub of an effective dealership and service outlet
management system that incorporates GIS (Geographical
Information System) technology.
• provides live, online product training to 250 dealers and
their personnel nationwide via satellite services supplied
by the Vestel Group company Dexar.
• provides logistics services efficiently at a loading ratio of
90% through the Manugistics system.
• carries out an effective communications and marketing
strategy: Vestel is the 6th most easily remembered brand
in Turkey.
During 2007 Vestel continued to increase the number of its
“concept stores”, which are based on a multi-brand sales
model that includes Vestel products. By the end of the year,
the number of concept stores had reached 196, seven of
which were abroad.

A new sales and after-sales services organization is being
set up to expand the Vestel trademark into new markets
outside Turkey: Russia and CIS countries (Georgia,
Azerbaijan, Armenia, Kazakhstan, Kyrgyzstan, Uzbekistan,
and Turkmenistan), the Middle East (Syria, Iran, Iraq), South
Asia, North Africa (Morocco), and Cyprus. In this context,
a very broad distribution network was rapidly established
in such markets through wholesale channels and corners
via distributors as well as standard showrooms which only
sell Vestel products.

Vestel's Distribution Network

Georgia
Sales network organization: 2 distributors, stores with Vestel nameplate
and chain stores
Number of stores: 3 concepts, 14 showrooms, 20 local shops

Azerbaijan
Sales network organization: 1 distributor
Number of stores: 2 concepts, 5 showrooms, 55 local shops

Armenia
Sales network organization: 1 distributor, stores with Vestel nameplate
Number of stores: 6 showrooms

Turkmenistan
Sales network organization: 1 distributor, wholesale channel
Number of stores: 2 showrooms

Uzbekistan
Sales network organization: wholesale channel
Number of stores: 1 concept, 2 showrooms

Kyrgyzstan
Sales network organization: wholesale channel
Number of stores: 1 concept, 2 showrooms

Cyprus
Sales network organization: 1 distributor, stores
Number of stores: 1 concept, 7 showrooms

Kazakhstan
Sales network organization: wholesale channel
Number of Stores: 1 concept, 4 showrooms

Syria
Sales network organization: 1 distributor, stores with Vestel nameplate,
wholesale channel
Number of stores: 1 concept, 3 showrooms, 60 local shops

Iraq
Sales network organization: 1 distributor, stores belonging to the distributor
and wholesale channel
Number of stores: 11 showrooms

Morocco
Sales network organization: wholesale channel, chain stores and the developed
distribution network of the distributor

Iran
Sales network organization: 1 distributor, wholesale channel belonging to
the distributor
Number of stores: 200 wholesalers, 1,500 local shops

Foreign distribution networks selling products with the Vestel brand:
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Adding life
to life
Vestel works to help make life
more comfortable through its
products, which appeal to global
customers' tastes. It aims to add
value to all its stakeholders with
no concessions on quality.
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Vestel is a community of people who identify with the
Company's corporate culture, are passionate about their
work and who are open to development, progress and
innovation.

Vestel has 12,998 people on its payroll, of which 2,680 are
white collar and 10,398 are blue collar workers.

Underlying Vestel's continued success are employees who
share the same values such as teamwork, thinking in
concert and pursuing common goals and who are earnest
in their commitment to the Company.

Continuously investing in high-quality human resources,
Vestel gives each and every one of its employees equal
opportunities and all the resources needed to develop
themselves personally as well as professionally in the
course of their careers.

Vestel's human resources policy is based on an approach
of recruiting the best and most suitable people for the
Company's needs from as wide a pool as possible, placing
its personnel through a well-defined process of training
and progression, seeking to fill management position
vacancies from within the Company and to maximize
productivity through employee motivation.

Vestel attaches great importance to training on an individual
company basis in order to increase the knowledge and
skills of its employees. In addition to in-house and on-the-
job training, Vestel also makes use of its technological
resources to provide remote-learning and interactive
training opportunities. The average training time provided
throughout the Vestel Group during the training period
between August 2006 and December 2007 was 16 hours
per person. A total of 1,512 people took part in training
sessions in the areas of technical development, corporate
development and management development, with further
training sessions continuing in 2008. Thus, more than 80
training programs are currently being conducted by training
firms which Vestel has entered agreements with.

Human Resources at Vestel
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Vestel's approach to quality, the environment, occupational
safety, and employee health and its policies
In keeping with its responsibilities as one of the world's
leading manufacturers of consumer electronics and white
goods, Vestel defines and documents quality standards,
environmental standards and occupational safety standards
which must be complied in all its operations, production
lines and products, and engages in an ongoing effort to
ensure that it remains a strong, global player in all of its
dealings with its employees, customers, dealers and
suppliers. In this context, Vestel regards the establishment
of management systems that will ensure the development
of working principles and group policies in line with the
Company's principles and targets through a common quality
language and environmental awareness as one of the
essential elements of its continued corporate existence.

Vestel attaches great seriousness to its duty to operate
with due care for the health and safety of all those who are
in contact with its products and services, and to protect the
environment and nature on behalf of future generations.
In line with this, potential environmental risks which every
department may carry have been defined throughout the
Group and all activities are conducted with consideration
and awareness of these risks.

Vestel's approach to environmental policy is based on
safeguarding and improving the quality of life of its
employees and customers. The main tenets of the
Company's environment policy, to which Vestel is committed,
are as follows:
• Environmental issues will always be taken into account
when considering new product projects and operations.
• Environmentally harmful materials will be avoided to
such an extent that is possible in the design and manufacture
of products, and efforts will be taken to use materials which
are less polluting.
• Waste will be reduced, recycled, and reused to such an
extent that it is possible.
• Energy, water, and natural resources will be used as
economically as possible through increases in productivity
and the use of new technologies.
• Recycled/recyclable packaging materials will be used
wherever it is feasible to do so.
• Various activities will be staged to create and encourage
environmental awareness.
• All environmentally related laws, regulations, and
administrative provisions currently in effect will be strictly
complied with.

Within the framework of its occupational health and safety
principles, Vestel:
• Fulfills all of the requirements of the laws, regulations
and administrative provisions; complies with the rules of
the organizations of which it is a member; and continuously
ensures that international standards, new technologies,
and employee suggestions are incorporated into its policies
and practices concerning such issues.
• Identifies and analyzes its occupational health and safety
risks and develops and implements plans aimed at
preventing work-related accidents and diseases.
• Ensures that its personnel at every level are aware of
their responsibilities in connection with occupational health
and safety, and provides continuous training on health and
safety risks to induce correct habits and behavior.
• Adheres to the principle of “the right person for the right
job” in its efforts to prevent or minimize work-related
accidents.
• Other basic working principles that the Company complies
with in order to prevent or minimize work-related accidents
are eliminating or reducing unsafe conditions and
movements within the workplace; frequently reviewing
working conditions and taking appropriate measures when
problems are identified; ensuring that such measures are
provided with sufficient resources to be effective; and
reviewing occupational health and safety policies and
practices in light of changing conditions and requirements.

Vestel Electronics
Vestel Electronics has held the TS-EN ISO 9001 certification
since 1993. The Company deploys a management system
that formalizes all primary and secondary processes involved
in all activities ranging from identifying customer demand
and market research to design, production, sales, and after-
sales services with the objective of maximizing customer
satisfaction.

Vestel Electronics has also held the ISO 14001 Environmental
Management System certificate since 1998. The Company
was most recently subjected to an environmental impact
audit in 2005, where it was ascertained that Vestel
Electronics was not in violation of any rules or regulations
concerning environmental protection.

Corporate and Social Responsibility
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The leading company in producing environment-friendly
products
The environment and global warming have gradually
assumed an ever increasing level of seriousness on the
world's agenda.

Measures that need to be taken in this field are being
evaluated closely in almost every country and every sector.

While some chemicals used in the production of electronics
may have adverse impacts on the environment and human
health during their use, others may directly reach living
creatures through the soil, water or plants if they are left
to nature after their expiry, bearing various risks.

Now the EU is preparing to implement directives no. 20/20/20
to tackle global warming, which also apply in the white
goods sector, production of TVs and white goods, among a
total of 14 product groups, will be required to be
environmentally friendly.

In addition to these measures, the availability of two EU
marks on products is gradually becoming more important.
One of these labels is the EU Energy mark which is
mandatory on many electronic devices, such as washing
machine and refrigerators, sold in the EU; the other is the
EU Eco-label (Euroflower), an arbitrary practice which
determines minimum requirements for the compliance of
products and services with the environment as criteria.

As the EU accounts for the overwhelming majority of Vestel's
sales, the Company meticulously follows the laws and
regulations in effect in the EU market and in member states,
as well as closely following national laws and regulations
in respect to the environment and human health; carrying
out its activities in line with the environmental criteria
determined by the EU, it has prepared in advance for the
changes to take effect.

Being the first manufacturer in Turkey to perform unleaded
solder and the first and only company to certify that its
products are in compliance with the EU Restriction of
Hazardous Substances Directive (RoHS), Vestel plays a key
role in the implementation of regulations concerning the
environment and human health.

Vestel continues to manufacture environmentally friendly
“green” TV sets, abiding by most of the criteria set forth in
the EU Eco-label regulation, which is used to express that
a product is environment friendly from the procurement of
its raw materials to its production, distribution, consumption
and recycling when it expires, and which will be updated
by EU in September 2008 in compliance with TFT and plasma
TV units.

Vestel White Goods
Vestel White Goods was awarded the ISO 9001-1994 Quality
Management System certification in 2002 and ISO 9001-
2000 Quality Management System certification in 2003.

Work is currently underway on the Company's OHSAS 18001
Occupational Health & Safety Management System
certification.

Vestel White Goods' sensitive approach to environmental,
occupational safety, and employee health issues and its
practices are also a reflection of the Vestel Group's corporate
values.

Since June 2006, Vestel White Goods has been
manufacturing all its products in compliance with the EU
Restriction of Hazardous Substances Directive (RoHS) and
complies with the usage limits specified in that directive
for six restricted substances (lead, mercury, cadmium,
hexavalent chromium (chromium VI or Cr6+),
polybrominated biphenyls (PBB), and polybrominated
diphenyl ether (PBDE)) in products.

As well as RoHS, Vestel White Goods also complies with
the EU Waste of Electrical and Electronic (WEEE) Directive,
under which every manufacturer is held responsible for
the safe disposal/recycling of their own waste electrical
and electronic equipment.

Priority is also given to the manufacture of class A+ or class
A products at Vestel factories to ensure electricity and
natural resources are used as efficiently as possible.

CORPORATE AND SOCIAL RESPONSIBILITY / VESTEL ANNUAL REPORT 2007



45

Activities held within the framework of social responsibility

MEHMET ZORLU FOUNDATION
Co-headed by Zorlu Group chairman Ahmet Zorlu and by
Co-chairman Zeki Zorlu, the Mehmet Zorlu Education,
Health, Culture, and Mutual Assistance Foundation is a
family foundation named after their father and the Zorlu
Group's founder, Mehmet Zorlu. The foundation was
established on April 25, 1999.

The objectives of the Mehmet Zorlu Foundation are to
support young people who are successful in their studies
but lack the material means to pursue them and who have
the ability to make a contribution to Turkey and the whole
world in the name of humanity and support organizations
which nurture them for us; to address their needs; and to
lead the way in organizing activities that will assist their
ongoing development.

To achieve these objectives, the Mehmet Zorlu Foundation
engages in such activities as:
• Providing financial aid and scholarships to needy young
people to enable them to continue their education and
training;
• Providing assistance in the opening of schools and similar
educational institutions;
• Supporting and organizing education-related competitions
and projects;
• Assisting in the organization of education-related social
activities.

The Mehmet Zorlu Foundation began fulfilling the mission
of supporting education, culture and sporting activities in
2002, and has defined these areas as its main fields of
activity since the day of its establishment.

Within the scope of its activities, the Foundation:
• Provides unrequited scholarships to elementary school,
high school and university students each year on the basis
of their success and need. As in previous years, the
Foundation provided unrequited scholarships to students
(a total of 680 students including the children of employees
working in Group companies) in the 2006-2007 academic
year. The number of students receiving scholarships
approached 1,000 in the 2007-2008 academic year. Some
universities which the Foundation is in cooperation with
are: Akdeniz, Anatolian, Ankara, Bo¤aziçi, Celal Bayar,
Çukurova, Dicle, Dokuz Eylül, Ege, Gazi, Hacettepe, ‹stanbul,
‹stanbul Technical University, Karadeniz Technical
University, Marmara, Mimar Sinan, METU, Pamukkale,
Trakya, Uluda¤, and Y›ld›z Technical University.
• Among the most important non-educational activities that
the Mehmet Zorlu Foundation undertakes is the provision
of regular monthly material support to the needy. These
are assistance programs provided by members of the
Foundation's Sub-Study Group as a result of regular monthly
meetings. An average of five people per month are provided
with material support, reviewing donations made to the
Foundation in various ways in respect to educational and
health purposes.
• Veterans of the Turkish War of Independence are provided
with regular monthly material support. The support, which
was initially provided to five veterans, continued as of March
2007 but only to one veteran, after the other four sadly
passed away.
• Besides scholarships allocated to lighten the public burden
of educating individuals who will be beneficial to their
families, their country and their nation, the Foundation also
builds schools. The Mehmet Zorlu Foundation continues to
step up its support for the construction efforts of educational
institutions needed to ensure that young people - who are
the future of our country - receive the superior education
they need and deserve.

The Mehmet Zorlu Foundation has been continuing to
support education, culture, and sports activities since
2002, areas which it has defined as its main fields of
activity.
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Before the formation of the Mehmet Zorlu Foundation, the
Zorlu Group financed the construction and operation of two
schools: Hac› Mehmet Zorlu Multi-Program Lycee (Babada¤-
Denizli, 1991) and Saide Zorlu Anadolu Business Professional
Lycee (Avc›lar-‹stanbul, 1998).

Since its inception, the foundation has completed the Saide
Zorlu Professional College (Bahçeflehir University, ‹stanbul,
2003) and the Hakk› Dereköylü Fine Arts Vocational College
(in Denizli, prepared for the 2003-2004 academic year and
turned over to the Ministry of National Education)

Moreover, in November 2004, the foundation initiated the
construction of a 32 classroom primary school in Serdivan-
Adapazar› to try and help meet the need for schools in that
earthquake-stricken region. This school, named after
Mehmet Zorlu, was completed in time for the 2005-2006
Academic Year. Turned over to the Ministry of National
Education, 800 pupils were admitted to the school in
September.

• The “Zorlu Theater for Children and Youths” was
established by the foundation in 2003 to contribute to culture.
This troupe tours cities throughout Turkey and stages
theatrical performances and puppet shows, particularly for
needy children.
• The foundation continued to provide material support and
cash grants to various segments in 2007.

 “Vestel Supports Turkish Athletes” Social Responsibility
Project
The “Vestel Supports Turkish Athletics” social responsibility
project has been continuing since 2003 in line with the
primary goals of developing Turkish athletics and so it can
reach an international level, as well as fostering an interest
in athletics among young Turkish people. The project has
been organized on the basis of the four-year cycle of the
Olympic Games, which generates widespread national and
international interest in athletics. The first stage of the
project was completed with the 2004 Athens Olympics; the
second will be completed with the 2008 Beijing Olympics.

The “Vestel Supports Turkish Athletics” program is a social
responsibility project consisting of integrated sponsorships
and support activities undertaken for the purpose of fostering
an interest in athletics, which are widely regarded as a
benchmark for all other sports, across a broad cross-
section of the Turkish society. These activities are aimed
at strengthening and promoting athletics among all sections
of society and encouraging young Turkish people to take
an interest in the sport.

Within this framework, a number of activities have been
held from student athletics activities to contest
sponsorships, training seminars on athletics to the
www.vestelatletizm.com website and the yearly athletics
statistics book, in addition to individual athlete and coach
sponsorships.

With the uninterrupted support given within the scope of
the project, Vestel has sponsored a total of 26 athletes and
24 coaches. Athletes supported by Vestel have won a total
of 183 medals in international tournaments and
championships, 80 of which were gold models, and they
have broken 123 Turkish national records with those that
have been broken in contests by a single athlete in more
than one age category.

The “Vestel Supports Turkish Athletics” program is a
social responsibility project consisting of integrated
sponsorships and support activities undertaken for the
purpose of fostering an interest in athletics, which are
widely regarded as a benchmark for all other sports,
across a broad cross-section of the Turkish society.

CORPORATE AND SOCIAL RESPONSIBILITY / VESTEL ANNUAL REPORT 2007



47

Vestel to initiate a range of new practices in athletics from
2008
The Vestel Grand Prix races provided to our country by
Vestel aim to address the lack of races among athletes for
short to middle distances, where there is the most
competition in Turkey, to contribute to their performance
development and to provide benefit to the Turkish athletics.

The “Vestel Record Award” aims to encourage athletes to
race at full capacity in national and international
competitions and reward successful performances of those
athletes who break more Turkish national records.

The “Vestel International Competition Support” program,
performance tests and checkup practices on athletes and
activities such as coaching training are other leading projects
in Turkey which support the development of athletics in all
branches.

Vestel prepared a handbook, designed to appeal to every
social segment, and which will be used as a reference to
endear athletics to the masses. The book includes current
developments on athletics and information on athletes
through the athletics e-bulletin, which it regularly sends
to sports fans.

To immortalize the name of Cüneyt Koryürek, who devoted
his life to athletics but which was so tragically cut short in
a traffic accident, Vestel will present the “Cüneyt Koryürek
Awards for the Athletes of the Year” from this year in a bid
to support our athletes in their new successes.
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Vestel Group Companies

Vestel Electronics
LEGAL NAME Vestel Elektronik Sanayi ve Ticaret A.fi.
FOUNDED 1984
PRINCIPAL BUSINESS ACTIVITY Production of CRT, TFT-LCD, and plasma televisions
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Turkey's leading manufacturer of electronics, Vestel
Electronics joined the Zorlu Group in 1994. Since then,
Vestel Electronics' tremendous progress, growth, and
development have made it one of Turkey's biggest privately-
owned industrial concerns, Europe's biggest TV
manufacturer, and a leading actor in the global television
market.

Controlling the biggest stake in the majority of group
companies, Vestel Electronics is the flagship company of
the Vestel Group.

Achieving many firsts in television manufacturing in Turkey,
Vestel Electronics offers customers standard and combined
CRT television sets with screen sizes ranging from 37cm
to 87cm (15 to 35 inch) and is also the market leader in the
design and production of high-tech TFT-LCD and plasma
television sets. The high-end factory investment completed
at Vestel City, Manisa in 2005 has placed the Company
solidly in the ranks of leaders of the European market in
terms of TFT-LCD and plasma TV production.

Manufacturing television sets which are compliant with
digital and high-definition (HD) broadcasts that are becoming
increasingly more common in Europe, Vestel Electronics'
greatest strength is derived from its R&D infrastructure.
Seeing R&D as the most important guarantee of its future
and growth, Vestel Electronics continuously supports its
R&D activities with new investment with the result that its
technological infrastructure has become one of the most
advanced in its sector. Thanks to activities carried out in
the R&D centers which it has set up in Europe, the USA and
the Far East as well as in Turkey, Vestel Electronics is able
to provide its customers goods whose electronics,
mechanical design, and software are produced entirely in-
house.

Thanks to Vestel Electronics' internationally accredited test
laboratories, the Company was able to considerably increase
its productivity at the product testing and certification
stages.

An innovative approach shaped by R&D investments has
enabled Vestel Electronics to achieve a unique and strong
market position for itself. Vestel Electronics has pioneered
many innovations in television manufacturing in Turkey and
was the first to bring products incorporating 100 Hz, 87
inch screen, 16:9 cinema format, flat TV with DVD player,
recording/replaying, Dolby surround prologic, digital TV,
internet access, TFT, and plasma features to the market.

In addition to its own branded products, Vestel Electronics
has been producing goods for many global electronics giants.

All of Vestel Electronics' production processes and activities
have been awarded ISO 9001 Quality Management System
and ISO 14001 Environmental Management System
certifications. Its integrated facilities and automation
technologies have made the Company Europe's biggest
color television manufacturer.

Vestel Electronics employs a cellular manufacturing system
that allows it to achieve the high degree of flexibility that
it needs. By greatly shortening new product development
times, this system enables the Company to enrich its product
line and increase its competitive strength. Ongoing
improvements in production technologies have led to
increases in productivity as well as shorter production
times, paving the way for greater customer satisfaction and
profitability.

In 2007, more than 70% of the television sets exported from
Turkey were manufactured by Vestel Electronics. Producing
about 8.7 million sets in 2007, Vestel Electronics is Europe's
biggest television manufacturer and the Company ships its
goods to more than 100 countries worldwide. Vestel Electronics
supplied a 21% share of the European television market in
2007 while its share of the LCD TV market reached 11%.

Vestel Electronics' products are sold on the Turkish market
by Vestel Durable Goods Marketing Inc. and in foreign
markets by Vestel Foreign Trade Inc.
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Vestel White Goods
LEGAL NAME Vestel Beyaz Eflya Sanayi ve Ticaret A.fi.
FOUNDED 1997
PRINCIPAL BUSINESS ACTIVITY Design and manufacture of white goods
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Vestel White Goods was founded in Manisa in 1997 for the
purposes of designing, manufacturing, and selling white
goods with a particular focus on refrigerators. The Company
began producing refrigerators in 1999, split air conditioning
units in 2000, washing machines in 2003, and cookers in
2005. It completed its dishwasher production investment
in early 2007.

Vestel White Goods' highly flexible production lines give it
the ability to respond to customers' needs quickly and they
are what have been nourishing the Company's rapid growth
in recent years. With its OEM-ODM identity, Vestel White
Goods today is a company whose products' quality and
features make them preferred in more than a hundred
countries, particularly in mature markets such as the UK,
France, Germany, and Spain where customer expectations
are high.

In keeping with its quality management system and adopted
principle of continuous development, Vestel White Good's
mission is to offer products that are economical, innovative,
and competitive and which satisfy the needs and expectations
of customers in Turkey and throughout the world. Informed
by this mission, the Company's vision is to be the
manufacturer offering the world's best white goods by
adhering to a total quality management approach that seeks
to provide an ever increasing number of people with a wider
range of products and services to a higher level of quality.

Being the first in Europe to produce and offer no-frost
models with the R600 refrigerant, Vestel White Goods offers
the widest and the highest volume of no-frost products of
any European producer. With the second refrigerator factory
officially opened in early 2007, the Company's total annual
production capacity reached 3.2 million units.

Vestel White Goods' single and multiple split air conditioning
units incorporate all of the cooling and heating functions
made available by state-of-the-art technology, are equipped
with electronic remote control and come in a range of BTU
options. The units are aesthetically designed and are highly
acclaimed by consumers. Vestel White Goods was the first
producer in Turkey to offer models with negative ion
generators and also the first to produce models with built
in anti-allergenic filtration. The Company's new Quattro
series takes split AC design to a whole new level. The state-
of-the-art inverter technology was introduced in Vestel's
product line from 2007. Unique designs applied in the
platinum series of air conditioning units have enjoyed wide
acclaim in the market.

In line with its planned growth strategy, Vestel White Goods
brought its new cooker factory on stream in the last quarter
of 2005. Fully equipped with the latest technology, this plant
is one of the most modern of its kind in the world and boasts
an annual production capacity of 1 million units.

When designing cookers, the Company carefully takes into
account the needs and expectations of its target markets.
The existing product line is capable of addressing nearly
all of the demands of markets in former Eastern Bloc
countries and Europe in general, as well as many of markets
in Africa and the Middle East. The design process also took
account of environmental and safety directives (RoHS,
WEEE, new safety standards, etc.) where entered effect in
2006.

The annual production capacity of the Company's washing
machine facility reached 2.2 million following the completion
of investments in 2006. The factory currently produces
washing machines with washing capacities of between 3
and 7.5 kg which are equipped with mechanical and
electronic controls for speeds ranging between 400 and
1,600 rpm. In the washing machine category, production of
higher volume machines with enhanced washing
performance and energy efficiency will get underway in
2008.

The scope of the dishwasher product line entered operation
in 2007, producing electronically-controlled, solo, semi-
integrated and fully-integrated dishwashers with between
2 and 9 programs, half load and single basket washing
features, the capacity to wash dinnerware 12-people, tablet
(combined) detergent detection system, noise levels of
between 54 dBA and 45 dBA, with energy performance,
washing performance and drying performance all in the
A-B category.

Vestel White Goods' products are sold on the Turkish market
by Vestel Durable Goods Marketing Inc. and in foreign
markets by Vestel Foreign Trade Inc.

Attaching special importance to product quality, the
production processes at Vestel White Goods' facilities
producing refrigerators, washing machines and air
conditioning units have all been awarded the ISO 9001:2000
Quality Management System certification. The refrigerator
plant has an “approved factory” certification (BEAB, UK)
and all of its products are also KEMA-certified as well. The
Company's OHSAS 18001 Occupational Health & Safety
Assessment Series certification is expected to be awarded
by the end of 2007.
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LEGAL NAME Vestel Dayan›kl› Tüketim Mallar› Pazarlama A.fi.
FOUNDED 1991
PRINCIPAL BUSINESS ACTIVITY Marketing and sales of Vestel products in the domestic market
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Vestel Durable Goods Marketing is responsible for the sales
and marketing of products manufactured by Vestel
Electronics, Vestel White Goods, and Vestel Digital in Turkey.

The Company's nationwide sales are conducted through
four regional departments (Marmara, Aegean &
Mediterranean, Central Anatolia, and Southeastern Anatolia)
which oversee the operations of seventeen sales offices. In
addition to this regional sales organization, Vestel Durable
Goods Marketing also employs a commercial sales unit
which conducts extensive sales to hotels, large retail chains,
companies and institutions, complete/prefabricated kitchen
suppliers, and construction projects.

Vestel Durable Goods Marketing has adopted
implementations to distribute its goods to dealers more
rapidly and effectively. The Company is the only player in
the Turkish consumer durables goods sector to use of the
Manugistics system to oversee the effectiveness of its
deliveries. This system increases the efficiency of warehouse
management, significantly reduces transport costs and
raises average truck capacity utilization rates to as much
as 90%.

Applying intensive use of advanced technology in all business
processes, Vestel Durable Goods Marketing
• is the hub of an effective dealership and service outlet
management system that incorporates GIS (Geographical
Information System) technology.
• introduced a web-based service infrastructure that enables
all service points to take advantage of a centralized customer
database.
• is providing live, online product training to 250 dealers
and their personnel throughout the country via satellite
services supplied by the Vestel Group company Dexar.

Vestel Durable Goods Marketing's dealership organization
enjoys a national reach and has been extensively
restructured over the last four years. Vestel brand products
have been withdrawn from stores which sell other brands
of brown and white goods, with the products moved to Vestel
showrooms and shops instead. The number of these outlets
had reached 1,250 by the end of 2007.

In order to bring its growing array of products and brands
closer to consumers, Vestel Durable Goods Marketing
started to open “concept stores” in shopping malls and on
high streets in 2005. The Company accelerated its concept
store activities in 2007 and brought the number of such
stores to 196 by the end of the year.

In addition to Vestel brand products, the Company sells and
markets products of prestigious international brands, in
line with its “Multi Brand Strategy”, such as JVC, Whirlpool,
Moulinex, Tefal, Rowenta, Samsung, Motorola, HP, Nokia,
Philips and Creative, Vogel's and Sonorus. This extensive
range of products is available to end-users through Vestel
stores.

Vestel was the leader in the Turkish TV sector in 2007 with
a market share of 41%. Its series of Vestel Pixellence LCD
TV sets, which have about 30 international patents, has
proven an astounding success since they were introduced
to the market in August. Vestel's Pixellence sets account
for 55% of its LCD TV sales. Fuelled by high demand for
Pixellence, the Company aims to sell 210,000 LCD units in
2008 with a growth rate at 60% despite a sales figure of
130,000 in 2007.

The success achieved by Vestel both as a company and a
brand has also been affirmed by current studies. Research
studies conducted into corporate prestige, conducted by
Nielsen, an international research company, for the Zorlu
Group in 2007 highlighted that Vestel is one of the two most
liked and prestigious brands of Turkey. Nielsen's “2007
Brands Research”, meanwhile, ranks Vestel as the sixth
most remembered brand in Turkey.

Vestel Durable Goods Marketing has phased Vestel brand
products out of wholesale channels and replaced them with
the Regal brand, which was created especially for this
segment. The Company supplies its specially designed
Alaska, Firstline, Watson, and SEG branded products to
this segment. Vestel Durable Goods Marketing also conducts
extensive sales directly to institutional customers such as
hotels and hospitals.

As one of the leading players in Turkey's durable consumer
goods sector, Vestel Durable Goods Marketing's competitive
advantages are its domestic manufacturing strengths, a
line of products which appeals to Turkish consumer tastes,
effective and highly developed delivery channels, a multi-
brand marketing strategy, high levels of process automation
and productivity and collective thinking and transparent
communication in management.
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LEGAL NAME Vestel Dijital Üretim Sanayi A.fi.
FOUNDED 2005
PRINCIPAL BUSINESS ACTIVITY Digital media and PC products

Vestel Digital
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Vestel Digital was founded within Vestel City in the Manisa
Organized Industrial Zone on January 1, 2005. The Company
carries out its production activities in an enclosed space of
35,000 m2 with a total annual production capacity of about
9 million units.

Production of various styles of 3 different product categories
takes place at Vestel Dijital Üretim Sanayi A.fi; Digital Media
Products, IT Technologies (Laptops, LCD Monitor, Desktop
PCs) and Digital Display Products.

Backed by its advantage of economies of scale, the Company
sells a variety of products and styles to its customers both
in Turkey and abroad with the support of its technological
production strength and R&D infrastructure. Vestel Digital
is responsible for the design and production of the first and
only domestic laptop to be produced in Turkey - and in
Europe. The strength to develop technology and convert
developed technologies into products is one of the
Company's most important dynamics.

Turkish engineers at the Company designed the laptops,
with the investment completed and production under way
at the end of 2006.

A joint operation was conducted with Intel in setting up the
R&D and production infrastructure.

The R&D Department, which was responsible for the design
of laptops, is composed of five sub-divisions. BIOS software,
EC (Embedded Controller) software and Microsoft Windows-
based application software are developed by the Company's
software group. The first Turkish BIOS software was
developed by Vestel Digital's software engineers.

The Company's hardware design group designs mainboards
over which high-frequency signals in laptops are
transmitted. The design of antennae for wireless network
connections and embedded boards with 3G technology are
among the other important projects realized by the Group.

Product designs in line with consumer demands and new
trends have been conducted by the Company's industrial
design group, while the design of plastic and metal parts
of such products is carried out by the Company's mechanical
design group through use of the pro-engineer program.
The thermal simulation of such a design is undertaken by
the Flowtherm device, which checks the temperature inside
the product; the design is adjusted accordingly.

At the design stage, the mechanical, hardware and software
design of the product is monitored by the Test and
Verification Group at the test laboratories located in the
Company's facilities over an 8-week period through 15
electrical and mechanical tests.
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LEGAL NAME Deksar Multimedya ve Telekomünikasyon A.fi.
FOUNDED 2000
PRINCIPAL BUSINESS ACTIVITY Informatics and telecommunications systems, operation, and integration

Dexar
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Dexar is a telecommunications service provider and operator
originally set up to provide satellite communication services
and support them with high added-value services. The
Company has since expanded its service line with the
addition of information technology services and integration
applications.

Dexar ranked first among all the satellite service providers
and satellite data applications operators in Turkey. Dexar's
satellite-based services include setting up high-speed point
to multi-point data transmission networks and bidirectional
internet access, IP multicasting, distance learning, intranet,
and bandwidth on demand (BOD) services.

Under the heading of general IT services, Dexar provides
installation, operation, and maintenance support for LAN
and WAN applications, co-location and hosting services,
and onsite services for dispersed corporate structures.
Dexar began providing onsite services for computers
belonging to different companies and organizations.

Dexar's customer portfolio consists of such leading
corporate and institutional names as Roche, Aksa, General
Directorate for Disaster Recovery, Ziraat Bank, Superonline,
Baflak Sigorta, Betek, BU Kandilli Observatory, Süleyman
Demirel University, TPAO, BAT, Loreal, Meteksan, Alarko,
‹pragaz, EÜAfi, Shell, BP, Fortis, and DenizBank.

As the sole IT service provider in the Zorlu Group, Dexar
also provides group members with access, communications,
infrastructure, and software support for their own needs
and for their strategic production facilities. Firms in this
category include Vestel Electronics, Vestel CIS, Vestel
Digital, Vestel Durable Goods Marketing, Vestel Defense,
Vestel Electronics R&D, Korteks, Zorlu Energy, Zorlu Linens,
and Cabot Technology Development.

In addition to its satellite services, Dexar intends to expand
its service line with the integration and servicing of Vestel-
brand IT products while continuing to strengthen its existing
market position.
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Vestel Foreign Trade

LEGAL NAME Vestel D›fl Ticaret A.fi.
FOUNDED 1987
PRINCIPAL BUSINESS ACTIVITY Export-Import

Vestel Foreign Trade is responsible for the international
marketing and sale of the goods manufactured by Vestel
Electronics, Vestel White Goods, and Vestel Digital.

The Company's international marketing and sales activities
are carried out through its subsidiaries located in France,
Germany, Spain, the UK, the Netherlands, Italy, Finland,
Russia and Romania, which are commissioned to establish
local sales and distribution networks in these countries.

An extensive customer portfolio that spans the globe, deep
market knowledge and experience, a strong worldwide
distribution network, and staunch international business
relationships are the keys to Vestel Foreign Trade's success.

Vestel Foreign Trade and foreign operations notched up
total international sales of USD 2.6 billion in 2007, with
sales of television sets accounting for the highest share
(47% of total sales and 66% of total international sales
revenues). Vestel Foreign Trade has been Turkey's export
leader in the electronics sector for the last 7 years.

Selling to more than a hundred different countries, Vestel
Foreign Trade controls a 21% share of the total European
TV market, a 11% share of the European LCD TV market,
and a 25% share of the European digital terrestrial receiver
market. With the ability to rapidly move into and establish
itself in new markets, Vestel Foreign Trade plans to increase
its foreign sales by entering emerging markets where
practicable and increase the share in total sales.

Drawing attention to the volume of goods in its exports and
its presence in foreign markets, Vestel has been one of the
three Turkish companies to have achieved entry into the
list of “100 Companies which challenge gigantic western
corporations the most”, released by Boston Consulting
Group, which is one of the leading consultancy companies
in the USA.

Vestel CIS Ltd.

LEGAL NAME Vestel CIS Ltd.
FOUNDED 2001
PRINCIPAL BUSINESS ACTIVITY Production and sales of
brown and white goods

Vestel CIS Ltd is Vestel Group's production company in the
Russian Federation and was originally founded in 2003 to
manufacture television sets.

Based in Alexandrov near Moscow, Vestel CIS Ltd's product
quality, strong logistical support, and lean cost structure
provide the Company with a keen competitive edge in the
market. Vestel CIS Ltd's production activities have been
awarded the ROSTEST Quality Certification, which is
mandatory in Russia.

A fire that broke out on November 14, 2005 completely
destroyed the television plant. Vestel CIS is in the process
of collecting its claims from the insurers. The washing
machine and refrigerator plants which came on stream in
2006 reached an annual production capacity of 500,000
units in 2007 in each product category. This will enable the
Company to further tap the tremendous potential that exists
in the rapidly growing Russian market.

Vestel Italy SRL

LEGAL NAME Vestel Italy SRL
FOUNDED 2001
PRINCIPAL BUSINESS ACTIVITY Marketing and sales

Vestel Italy was set up in 2001 to sell Vestel products in the
Italian market. Since then, the Company's share of TV sales
in the country has reached 26%.
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Vestel Iberia

LEGAL NAME Vestel Iberia
FOUNDED 1998
PRINCIPAL BUSINESS ACTIVITY Marketing and sales

Founded in 1998, Vestel Iberia is responsible for the
marketing and sale of Vestel products in Spain and Portugal.

The Company has firmly established itself in the Iberian
Peninsula thanks to its superior competitive advantages.
It controls a 44% share of CRT TV sales, a 6% share of LCD
TV sales, and a 6% share of digital box sales in the Iberian
market.

Vestel UK Ltd.

LEGAL NAME Vestel UK Ltd.
FOUNDED 2004
PRINCIPAL BUSINESS ACTIVITY Marketing and sales

Founded in 2003, Vestel UK is responsible for the marketing
and sale of Vestel products in the UK.

Vestel UK's local organization enables it to provide full
service that includes warehouse deliveries as well as
maintenance and repair support, further strengthening the
competitive position of Vestel products in the UK market.

Vestel Trade

LEGAL NAME Vestel Trade Ltd.
FOUNDED 2003
PRINCIPAL BUSINESS ACTIVITY Marketing and sales

Founded in Moscow in 2003, Vestel Trade is responsible
for carrying out the sale and marketing activities of the
Vestel Group in the Russian Federation.

Vestel France SA

LEGAL NAME Vestel France SA
FOUNDED 1996
PRINCIPAL BUSINESS ACTIVITY Marketing and sales

Vestel France was set up in 1996 to market Vestel products
in Europe. The territory under the Company's responsibility
consists of France as well as Belgium, Martinique, the
Reunion Islands, and Guadeloupe.

Vestel Germany

LEGAL NAME Vestel Germany
FOUNDED 1995
PRINCIPAL BUSINESS ACTIVITY Marketing and sales

Founded under its former name, Veseg GmbH, in 1995 to
market and sell Vestel products in Germany, Austria and
Switzerland, all of the Company's shares were purchased
by Vestel in 2007, and the title of the Company was
accordingly changed to Vestel Germany.

Vestel Holland BV

LEGAL NAME Vestel Holland BV
FOUNDED 1995
PRINCIPAL BUSINESS ACTIVITY Logistical support and
sales

The Group's first foreign subsidiary, Vestel Holland has
been operating from the city of Rotterdam since 1995. The
Company plays a highly important role in coordinating
Vestel's international trade activities and providing them
with logistical support.
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Vestel Benelux BV

LEGAL NAME Vestel Benelux BV
FOUNDED 2003
PRINCIPAL BUSINESS ACTIVITY Marketing and sales

Vestel Benelux entered operation in 2003 and is responsible
for the marketing and sale of both Vestel-brand and OEM
products in the Benelux countries (Belgium, the Netherlands
and Luxembourg).

Vestel Electronica SRL

LEGAL NAME Vestel Electronica SRL
FOUNDED 2004
PRINCIPAL BUSINESS ACTIVITY Marketing and sales

Vestel Romania was founded in 2004 to market and sell
Vestel products in Romania. The Company engages in a
variety of activities concerning the sale of OEM products in
line with the changes taking place in Romania as it
approached EU membership. It is also undertaking
preparations to launch Vestel branded products in the
country as well.

Vestel Scandinavia

LEGAL NAME OY Vestel Scandinavia AB
FOUNDED 2006
PRINCIPAL BUSINESS ACTIVITY Marketing and sales

Founded in Finland in 2006, the Company is responsible
for the marketing and sale of Vestel's Finlux-branded
products in the Scandinavian countries. It commanded a
9% share of the Finnish TV receiver market in 2007.

UTS

LEGAL NAME United Technical Services, S.R.O.
FOUNDED 2006
PRINCIPAL BUSINESS ACTIVITY Sale and after sale services

Founded in Slovakia in 2006, the Company is responsible
for providing after-sales services and technical support for
all products exported by Vestel.

Vestel Defense

LEGAL NAME Vestel Savunma Sanayi A.fi.
FOUNDED 2003
PRINCIPAL BUSINESS ACTIVITY Defense industry
technologies marketing and sales

Vestel Defense was founded in late 2003 mainly to supply
the technological needs of the Turkish Armed Forces and
to export defense industry products to other countries of
the world. The Company's primary objectives are to conduct
research in high-tech electronic and software issues, to
produce cost- effective and technologically superior
solutions which are delivered on time and to provide those
solutions with a competitive edge among the strongest
defense industry products available worldwide.

In today's world, providing the equipment needed to maintain
the defense and security of peace, freedom and progress
has become an increasingly complex and technology-
demanding process. Vestel Defense brings together all of
the experience and strengths of the Zorlu Group in the
areas of electronics, software, energy, and textiles to lead
the way in the development of simulators, robotic systems,
hydrogen energy, fuel cells, nanotechnology-based high-
tech materials, unmanned aerial reconnaissance vehicles,
electronic warfare systems and a variety of sea and land
platforms in an effort to give the Group a competitive
advantage in these areas on a global scale.
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LEGAL NAME Ayd›n Yaz›l›m ve Elektronik Sanayii A.fi.
FOUNDED 1990
PRINCIPAL BUSINESS ACTIVITY Original software and
technology development and production for military and
civilian applications

AYESAfi was founded in 1990 to design, produce, and
integrate the command, control, and communication
systems that form the backbone of Turkey's National Air
Defense system.

Through the projects it has undertaken, AYESAfi has gained
significant experience and built up unique capabilities in
the defense industry and aviation industry software,
engineering, design, and production infrastructure capable
of competing in the international arena.

Joining the Vestel Group in 2005, AYESAfi continues to meet
the needs of Turkey's defense industry while also exporting
software and hardware to some of the world's leading
players in the defense and aviation industries. AYESAfi is
the largest privately-owned company in its sector in Turkey,
backed by the projects it has undertaken, its technological
experience and its specialist human resources.

AYESAfi's distinguished roster of customers includes the
Ministry of National Defense, the Turkish Land Army, Navy
and Air Force, and the Undersecretariat for Defense
Industries as well as NATO, Boeing, Lockheed-Martin,
Sikorsky, Thales, Rockwell Collins, L-3 Communications,
Northrop Grumman, GD Canada, Smiths Aerospace, ADC
Teledata, Turkish Telecom, ASELSAN, HAVELSAN, TAI and
FNSS.

AYESAfi's activities are concentrated in the following areas:
• Real-time software development
• Turnkey-delivery C4I Systems
• Avionics software development conforming to RTCA DO-
178B and Mil Std 498 standards
• Radar integration
• Tactical data communication (ATDL-1, Link-1, Link-11/B,
and Link-16)
• Independent verification and validation (IV&V)
• Electronic and electromechanical system design,
production, and integration
• Wiring production
• System engineering and system integration
• Console, communication system, and electro-mechanical
equipment design, production, and integration for sea
platforms
• Increasing durability of electronic equipment
• Depot level maintenance for C4I systems
• Simulation systems
• UHF-VHF communication systems and devices

The Company's activities have received the following quality
system and other certifications:
• ISO-9001:2000, AQAP-150 Quality Assurance Certification
• SEI SW CMM Level 3 Software Development Certification
• AQAP-150 and SSM Class A Software Quality Assurance
Certification
• Industrial Security Certification.

AYESAfi
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LEGAL NAME Birim Bilgi ‹fllem ve Müflavirlik Tic. A.fi.
FOUNDED 1991
PRINCIPAL BUSINESS ACTIVITY Software for the health
services industry

In 2006 Vestel acquired a 55% stake in Birim, the leading
producer of software for the health services industry in
Turkey. Delivering integrated health information system
solutions, Birim's goal is to expand its leadership in digital
health applications in Turkey into other countries in the
region with Vestel's support. The Company provides
integrated software, hardware, infrastructure, and personnel
solutions for the outsourced automation of hospitals' health
information systems.

Birim supplies all the hardware, software, and infrastructure
which health care institutions need to successfully manage
all their information; it provides the software and equipment-
use training needed for an integrated hospital information
management system, procures data input personnel when
necessary and undertakes all system maintenance work.

Founded in 1991, Birim Information Technologies today
employs more than 4,500 people to provide high-quality
and dependable services and solutions to health care
institutions throughout the country. Taking a teamwork
approach to their work, Birim Information Technologies
personnel keep a close watch on technological and sectoral
developments and makes use of them to enhance the
productivity and effectiveness of software, hardware and
systems.

Birim regards the design of hospital information
management system programs as a fully integrated and
living process in which system support units, technical
support units and design units work together to produce
programs which best suit the changing needs of the day.
The same units all take part in continuously developing
programs once they are in operation. This approach ensures
that these programs create ever greater synergies between
the health care sector services and the services received
by patients from health care providers.

Focused on the official work processes and needs that are
required of hospitals by law, hospital information
management system programs are structured so as to
comply with regulations while delivering health care
solutions in the most rapid and most effective manner
possible. Birim provides its customers with fully-integrated
hospital information management systems that are
economical, productive, effective, scalable, and secure.

Birim's high-quality service is rooted in the principles of:
• Correctly identifying and reassessing task flows
• Making it possible to monitor and evaluate the
performance of personnel and to change assignments as
needed
• Reducing materials procurement and storage costs
• Providing instantaneous access to financial information
• Allowing instantaneous access to all information from
anywhere in the hospital
• Serving patients more effectively
• Ensuring and increasing the security of confidential patient
information.

Birim's hospital information management system programs
deliver solutions that allow hospitals to make full and
effective use of all their resources, including evaluation of
inventory and personnel, and to reach correct decisions on
such matters.

Birim Information Technologies
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Vestek

LEGAL NAME Vestek Elektronik Araflt›rma Gelifltirme A.fi.
FOUNDED 2005
PRINCIPAL BUSINESS ACTIVITY Research &Development

Vestek is a Vestel R&D center which entered operation in
August 2005 in the ARI Technocity on the Ayaza¤a campus
of ‹stanbul Technical University, employing workforce of
52 staff.

Vestek was set up with the vision of being an R&D firm
which keeps abreast of and produces new technologies.
The Company is guided by technology and market conditions
and enjoys wide acclaim with its result-focused approach
in the area of consumer electronics. Vestek's mission is to
evaluate new technologies and new consumer trends in
partnership with universities and research institutions and
to transform such research into systems, products, and
modules, etc that qualify as internationally licensable and
patentable intellectual property rights.

In this context, Vestek develops image processing, image
quality enhancement, audio and video data compression
and decompression, embedded multimedia systems, and
home entertainment network systems. The Company is
currently developing energy distribution management
software.

Cabot Communications

LEGAL NAME Cabot Communications Ltd. UK
FOUNDED 2001
PRINCIPAL BUSINESS ACTIVITY Software R&D

The Bristol-based Cabot in the UK has been carrying out
R&D activities since 2001. The Company worked tirelessly
throughout 2007 to meet customers' increasing demand
for software for digital broadcasting applications.

Software was developed for international firms to
accommodate changes in digital broadcasting features and
also to enable the decoding of broadcasting content in the
UK and other countries (such as MHP and PVR).

Cabot Turkey

LEGAL NAME Cabot Turkey
FOUNDED 2004
PRINCIPAL BUSINESS ACTIVITY Software R&D

Cabot Turkey's activities in 2007 once again enabled it to
successfully maintain its superior position in Turkey's
software industry. Cabot Turkey, which joined the Vestel
R&D family in 2004, carries out software development in
coordination with the Bristol-based Cabot UK. Employing
around 80 technical staff, Cabot Turkey has produced
solutions on many different platforms for the DVB-T, DVB-
S, DVB-C, IDTV products of numerous firms.
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Goodwill arising in 2007 on acquisitions and the net assets acquired of the company mentioned above is given below:

Intertechnika LLC

Purchase consideration 4.591
Group share of net assets acquired (3.775)

Positive goodwill 816

As of 31.12.2006, the share value of Vestel White was established on basis of prices from invitations for submission of
price quotations between 11-12 April 2006 and the value thus ascertained was YTL 3.20 (full) per share. The Company
purchased 89.699.993 shares (65% of capital) of Vestel White which were held by Zorlu Holding A.fi. and Zorlu Family at
YTL 3.20 (full) each on 13 April 2006 and consequently became the 100% owner of the shares in Vestel White. At the
same time the share capital of Vestel White was increased by YTL 52.000 (52.000.000 shares) to YTL 190.000 and
59.800.000 shares were sold through public offering on 21 April 2006 at the price of YTL 3.20 (full) per share.
Subsequently 7.800.000 shares were reacquired at the Istanbul Stock Exchange and therefore the interest of minorities
in Vestel White was reduced to 27.4%.

On 3 May 2006, Company acquired 2.750.000 shares (55% of capital) of Birim Bilgi ‹fllem for YTL 1.990.

Goodwill arising in 2006 on acquisitions and the net assets acquired of the companies mentioned above is given below:

Vestel White Birim Bilgi ‹fllem Total

Purchase consideration 287.040 1.990 289.030
Group share of net assets acquired (158.958) (1.685) (160.643)

Positive goodwill 128.082 305 128.387

In mid 2001, the Company established the Digital Research and Development Department within Aegean Free Zone-
‹zmir to contribute to the expansion of the product range in line with technological developments. The Department
continues development of digital satellite receivers with common Interface and Personal Video Recording (PVR)
capabilities, digital terrestrial receivers, DVD A/V receivers and recordable DVD players in Vestel Komünikasyon A.fi.
and Vestel Elektronik A.fi. Research and Development Department in Manisa continues development of Integrated
Digital TV (DTV), Hybrid TV, Digital TV, TV-DVD, Large Digital TV and Large Flat Screen TV.

Development costs principally comprise internally generated expenditure on development costs on the above projects
where it is reasonably anticipated that costs will be recovered through future commercial activity. 

Other intangible assets include mainly expenditure on computer software, rights and trade marks.
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12. BORROWINGS

Current Non-current
Foreign Currency YTL Equivalent Foreign Currency YTL Equivalent

2007
New Turkish Lira bank loans 3.439 --
Foreign currency bank loans
-USD ('000) 112.889 131.482 287.707 335.093
-EUR ('000) 59.078 101.035 52.755 90.223
Finance lease liabilities, net
-USD ('000) 610 710 -- --
-EUR ('000) 165 282 59 101

236.948 425.417

2006
New Turkish Lira bank loans -- 1.649 -- --
Foreign currency bank loans
-USD ('000) 183.712 258.226 235.280 330.710
-EUR ('000) 141.236 261.498 33.976 62.907
Finance lease liabilities, net
-USD ('000) 1.373 1.930 610 857
-EUR ('000) 187 347 100 185

523.650 394.659

The effective interest rates of foreign currency loans and New Turkish Lira loans vary between 3% and 13,4% (2006:3%
and 12,9%), respectively.

Summary maturity schedule of bank borrowings is given below:

2007 2006

Due in one year 236.948 523.650
One to two years 80.148 36.340
Two to three years 16.135 19.139
Three to four years 37.333 12.809
Four to five years 282.113 7.754
Over five years 9.688 318.617

662.365 918.309

Letters of guarantee and notes amounting to YTL 27.568 (EUR 16.120 thousand) have been given as collateral for
Turkish Eximbank and other credits (2006: YTL 35.113 (EUR 18.965 thousand).

99>

VESTEL ELEKTRON‹K SANAY‹ VE T‹CARET ANON‹M fi‹RKET‹
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR THEN ENDED 31.12.2007
(All amounts in thousands of New Turkish Lira (“YTL”) unless indicated otherwise.)



Payment schedule of finance lease liabilities is given below:

2007 2006

Finance lease liabilities - minimum lease payments:
Payable with in one year 1.021 2.438
Payable later then one year and not later than four years 994 1.069

2.015 3.507
Future finance charges on finance leases (38) (188)

Present value of finance lease liabilities 1.977 3.319

The present value of finance lease liabilities is as follows:

Payable with in one year 992 2.277
Payable later then one year and not later than four years 101 1.042

1.093 3.319

13. TRADE PAYABLES

2007 2006
Current
Current accounts
- Third parties 1.473.400 1.844.403
- Related parties, note 23 3.671 3.964
- Letters of credit 266.498 219.417
- Letters of credit discounted 248.374 197.639

Notes payable
- Third parties 73.627 45.535

Other 1.024 118

2.066.594 2.311.076
Unearned interest on payables (-) (3.759) (4.748)

2.062.835 2.306.328

14. PROVISION FOR EXPENSES

2007 2006
Current
Warranty provision 38.397 35.485
Expense accruals 20.077 10.801

58.474 46.286

Non-current
Warranty provision 11.700 8.871
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The movement of provisions is as follows:

Warranty expense Expense accruals

Opening balance 44.356 10.801
Additions 41.353 20.077
Disposals (35.612) (10.801)

Closing balance 50.097 20.077

15. OTHER LIABILITIES

2007 2006
Income tax and social security payables 23.468 32.809
Advances received 27.724 17.489
Deferred project income 45.654 31.007
Due to personnel 8.576 3.665
Other 4.011 4.758

109.433 89.728

16. TAXATION ON INCOME
In Turkey, the corporation tax rate on the profits for the calendar year 2007 is 20% (2006: 20%). Taxable profits are
calculated by modifying accounting income for certain exclusions and allowances for tax purposes from the profit
disclosed in the statutory income. No other taxes are paid unless profits are distributed.

In Turkey no taxes are withheld from undistributed profits, profits added to share capital (bonus shares) and dividends
paid to other resident companies. Other than those, profits distributed in dividend to individuals and non-resident
companies are subject to withholding at the rate of 15%. 

In Turkey, the tax legislation does not permit a parent company and its affiliates to file a consolidated tax return.
Therefore, provision for taxation charge, as reflected in the accompanying consolidated financial information, has been
calculated on a separate-entity basis. 

In Turkey the exemption period granted on profits from the sale of investment shares and immovable property by
Corporation Tax Law transitory articles No. 28 and 29 expired on 31 December 2004. However this exemption was re-
enacted by Law No. 5281 on permanent basis in effect from 1 January 2005. Accordingly, 75% of profits from the sale of
investments and immovable held for a minimum of two years will be tax exempt provided the sale proceeds are
collected within two years and 75% of the profit is added to share capital or is kept in a special reserve account for a
minimum of five years. 

In Turkey companies were allowed to deduct 40% of the value of fixed assets (exceeding YTL 6.000) purchased after 24
April 2003 (investment allowances) from their taxable profits as investment incentive. Such investment deduction is also
not subject to income tax withholding. The investment deductions not used in any year because of insufficient profits
may be carried to future periods. Investment allowances related to fixed assets purchased or to be purchased under
Investment Incentive Certificates granted or applied for before 24 April 2003, may be based on up to 100% of the
investment value in fixed assets, but these are subject to tax at 19.8%. Investment allowances have been cancelled as
from 1 January 2006 but investment allowances earned prior to this date may be used up to 31 December 2008; any
balance unused after this date may not be carried forward; if this option is exercised the balance of taxable profit after
deduction of investment allowances is to be taxed at 30%.
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In Turkey tax losses that are reported in the Corporation Tax in Turkey return may be carried forward and deducted
from the corporation tax base for a maximum of five consecutive years. 

The Turkish Tax Procedural Law does not include a procedure for formally agreeing tax assessments. Tax returns must
be filed within three and half months of the year-end and may be subject to investigation, together with their underlying
accounting records, by the tax authorities at any stage during the following five years. 

The taxation liabilities of foreign subsidiaries are calculated in accordance with the regulations of the respective country
where the subsidiary is situated, as follows:

Country % of taxable profit
Germany 39,62
France 33,33
The Netherlands 24,00
UK 30,00
Spain 35,00
Italy 37,45
Russia 20,00

As of 31.12.2007 and 2006, taxation on income for the year is reconciled to the profit per income statements as follows:

2007 2006
Profit (loss) before tax 57.272 (6.978)

Corporation tax using applicable tax rates 39.008 17.272
Disallowable expenses 37.963 41.446
Income not subject to tax (45.303) (70.674)
Investment allowances -- (8.253)
Research and development allowances (739) (1.196)

Taxation on income 30.929 (21.405)

The Group’s prepaid income and Corporation taxes are netted off against the current income tax provision on the
balance sheet as stated below:

Corporation and income taxes 39.008 17.272
Prepaid taxes (-) (27.366) (9.955)

11.642 7.317

Deferred tax asset (42.304) (36.113)
Deferred tax liability 56.841 57.613

26.179 28.817

Deferred taxation
The Group recognizes deferred tax assets and liabilities based upon temporary differences between its financial
statements as reported for IAS purposes and its statutory tax financial statements. These differences usually result in
the recognition of revenue and expenses in different reporting periods for IAS and tax purposes.
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The composition of cumulative temporary differences and the related deferred tax assets/liabilities in respect of items
for which deferred tax has been provided at the balance sheet dates using the expected future tax rates were as
follows:

Cumulative 
temporary difference Deferred tax

2007 2006 2007 2006

Deferred tax asset
Warranty expense provision 43.953 38.039 8.791 8.192
Retirement pay provision 18.854 19.588 3.780 4.192
Unearned interest on receivables 19.237 21.034 3.847 4.296
Capitalized financing expenses written off 
on inventory and fixed assets 21.748 20.057 4.378 5.921
Finance lease liabilities -- 4 -- 1
Provision for doubtful receivables 17.382 12.750 3.476 2.550
Accrued expenses 9.066 17.846 1.813 3.569
Taxable loss carried forward 36.155 10.205 7.760 2.041
Prepaid expenses 12.377 -- 2.475 --
Other 26.354 25.208 5.984 5.351

42.304 36.113

Deferred tax liability
Temporary differences arising

from restating non-monetary assets 269.219 245.578 53.931 53.875
Unearned interest on payables 8.584 15.891 1.717 3.309
Other 9.568 1.798 1.193 429

56.841 57.613

(14.537) (21.500)

The movement of deferred tax liability is given below:

Opening balance (21.500) (60.723)
Acquisition of new subsidiary -- 610
Deferred tax income 8.079 38.677
Translation difference (1.116) (64)

Closing balance (14.537) (21.500)

17. PROVISION FOR RETIREMENT PAY 
In accordance with existing social legislation in Turkey, the Company is required to make lump-sum termination
indemnities to each eligible employee who has completed one year of service with the Company, and whose
employment is terminated due to retirement or for reasons other than resignation or misconduct. 

The amount of indemnity is the equivalent of one month’s salary for each year of service subject to a ceiling which is
YTL 2.030,19 as of 2007 (2006: YTL 1.857,4) on historical cost basis). 
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The Company has no other obligation for employee termination other than the retirement pay above.

In the accompanying consolidated financial statements, the Company reflected a liability for termination benefits based
upon factors derived using their experience of personnel terminating their services and being eligible to receive
retirement pay and discounted to present value at the balance sheet date by using average market yield, expected
inflation rates and an appropriate discount rate. 

The Group has no other obligation for employee termination other than the retirement pay above.

2007 2006
Opening balance 21.447 18.456
Charge for the year 6.322 5.387
Consolidated entity -- 788
Disposals (8.561) (3.184)

Closing balance 19.208 21.447

Number of personnel employed at year end: 9.945 11.686

Personnel cost:

Gross salaries, wages, and employer's share of social insurance 251.688 240.296

Key personnel salaries and other short term benefits 12.160 8.881

18. SHARE CAPITAL
The authorized share capital of the Company comprised 22.000.000.000 shares of par value YKr 1 each at 31.12.2007
and the issued and paid up share capital of the Company comprised 15.909.988.696 shares of par value YKr 1 each at
31.12.2007 and 2006. 

As of the balance sheet dates the shareholders of the Company and their percentage shareholdings is given below:

Shareholding % Shareholding amount

Collar Holding BV 52% 82.082
Other shareholders 48% 77.018

Share capital 100% 159.100
Inflation adjustment of share capital 417.762

576.862

The ultimate parent of the Company is Collar Holding BV which is located at Park Laan 1 3016 BA Rotterdam,
Netherlands.

19. GENERAL RESERVES
General reserves comprise legal reserves and retained earnings. 
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Under the Turkish Commercial Code, the Company is required to create the following legal reserves from
appropriations of earnings, which are available for distribution only in the event of liquidation or losses:

First legal reserve, appropriated at the rate of 5%, until the total reserve is equal to 20% of issued and fully paid up
share capital.

Second legal reserve, apportioned at the rate of at least 10% of distributions in excess of 5% of issued share capital,
without limit. It may be used to absorb losses.

20. COMMITMENTS AND CONTINGENCIES

a) At 31.12.2007 the Group had contingent liabilities of YTL 189.439 (2006: YTL 169.868) in respect of letters of guarantee
obtained from local banks and submitted to various customs and state authorities for import and Turkish Eximbank
credits.

b )Due to the export and investment incentive certificates obtained, the Group has committed to realize exports
amounting to USD 233.025 thousand (2006: USD 333.445 thousand) as of the balance sheet date. 

c) The payment of VAT on certain export sales may be postponed and later cancelled by the tax office subject to
clearance of certain routine formalities in due course. Responsibility of the Group continues until such clearance
however no liability has arisen in the past and no liability is reasonably expected for the future. The amount of
postponed VAT at 31.12.2007 was YTL 214.034 (2006: YTL 185.176). 

d) The Group signed a loan agreement with Vak›flar Bankas› for USD 97,5 million as a facility for letters of credit which
has not been utilized as no need has arisen in this respect. Group companies are guarantors to the agreement. 

e) Claims from court cases started by the group and pending as of 2007 amounted to YTL 21.556. Claims from court
cases started and pending against the group as of the same date was YTL 2.226.

Included among the court cases started by the group are receivables totaling YTL 22.100 and tax claim of YTL 1.081
which have been provided for in full. In addition a provision of YTL 1.195 has been set aside in respect of court cases
opened against the group. 

f) A lawsuit has been initiated against the Group by a company engaged in the production of household appliances in
respect of a patent certificate for a minor component used in refrigerators. The Group has initiated a counter lawsuit
with a claim to cancel the patent certificate from the related registry and invalidity of the same. The lawsuits are still
pending and at the stage of expert evaluation. No amount has been provided in respect of these lawsuits.

g) Vestel CIS Limited’s property, plant and equipment used for television production, part of finished goods, components
and raw materials were destroyed by a fire on 14 November 2005. The situation related to the fire at Vestel CIS Ltd.
(Russia) has been explained under note (8) above. The white goods factory of Vestel CIS was also damaged as a result of
fire on 14 November 2005. Additionally, Vestel CIS Ltd is negotiating with relevant tax authorities a VAT reclaim on the
destroyed properties. Pending the outcome of negotiations (and possible litigation) between Vestel CIS Ltd and tax
authorities, it is not possible to determine the amount that will be recovered under these claims. 
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h) Total obligation of the Group related to operational lease agreements amounted to YTL 2.668 (2006: YTL 2.514) per
year. 

The obligation spreads over next these years.

21. OTHER INCOME

2007 2006
Scrap sales 1.749 9.333
Export commission and freight related income 20.818 14.509
Profit on sale of property, plant and equipment 1.515 2.896
Profit on sale of investments -- 3.189
Provisions 5.957 2.109
Other 19.818 10.970

Other income 49.857 43.006

Idle capacity expenses (5.769) (2.692)
Loss on sale of property, plant and equipment (3.440) (548)
Insurance expense (6.303) --
Other (32.608) (11.750)

Other expense (48.120) (14.990)

1.737 28.016

The property, plant and equipment for TV production, a part of stocks of finished goods, components and raw materials
of Vestel CIS Ltd. (Russia), a 100% subsidiary, were destroyed as a result of fire on 14 November 2005. The outcome of
negotiations between Vestel CIS Ltd and the insurance company is finalized for the TV factory and as a result a loss of
YTL 6.303 is recorded under other expense. 

106<

VESTEL ELEKTRON‹K SANAY‹ VE T‹CARET ANON‹M fi‹RKET‹
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR THEN ENDED 31.12.2007
(All amounts in thousands of New Turkish Lira (“YTL”) unless indicated otherwise.)



22. FINANCING INCOME AND FINANCING EXPENSE

2007 2006
Foreign exchange gain 784.662 276.280
Interest income 37.284 39.608
Profit on forward contracts -- 25
Unearned interest on payables 27.045 21.077
Other 236 --

Financing income 849.227 336.990

Foreign exchange loss (504.931) (370.161)
Interest expense (89.928) (95.841)
Letters of credit expenses (40.920) (34.541)
Finance lease interest expense (420) (443)
Factoring expenses (7.865) (6.353)
Loss on forward contracts -- (2.298)
Bank commission expenses (11.134) (17.683)
Unearned interest on receivables (23.052) (28.207)
Other financing expenses (14.222) (25.776)

Financing expense (692.472) (581.303)

Financing income (expense), net 156.755 (244.313)
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23. SUPPLEMENTARY CASH FLOW INFORMATION

2007 2006

Adjustment to reconcile net income to net cash 
provided from operating activities:
Depreciation of property, plant and equipment 147.316 124.862 
Amortization of intangible assets 15.108 14.608 
Profit on sale of property, plant and equipment (1.515) (2.896)
Loss on sale of property, plant and equipment 3.440 548 
Loss on sale of investments -- (3.189)
Provision for retirement pay 6.322 5.387 
Provision for doubtful receivables 8.251 6.302 
Interest expense 90.348 96.284 
Interest income (37.284) (39.608)
Warranty provision 5.741 5.104 
Unearned interest on receivables (1.253) 5.608 
Unearned interest on payables 989 (1.463)
Provision for diminution in value of inventories 11.740 2.523 
Provision for expense accruals 20.077 10.801 

269.280 224.871

Depreciation expense and amortization charge:
Cost of sales 124.168 114.858
Selling expenses and general and administrative expenses 38.256 24.612

162.424 139.470

Changes in operating assets and liabilities:
Trade receivables 217.715 14.512
Inventories 138.647 (214.214)
Other assets 37.716 (31.299)
Trade payables (244.495) 237.559
Other liabilities 191 (56.699)

149.774 (50.141)
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Acquisition of subsidiary:
During 2007 and 2006 the Group acquired Intertechnika LLC and Birim Bilgi ‹fllem. The fair value of assets acquired and
liabilities were as follows:

Intertechnika LLC Birim Bilgi ‹fllem
Current assets 1.580 11.692
Non-current assets 2.235 3.062
Total liabilities (13) (11.386)

Total net assets acquired 3.802 3.368

Minority share (-) (1) (1.378)

Total purchase price 3.801 1.990

Less: Cash and cash equivalents (26) (371)
Cash flow on acquisition net of cash acquired 3.775 1.619

24. RELATED PARTY DISCLOSURE

These comprised the following:

a) The significant balances with related parties at year end are shown below: 

Due from Due to
related parties related parties

Trade Other Trade
Related party Shareholding % receivables assets payables
2007
Zorpet Petrogaz, Petrol, Gaz ve Petrokimya A.fi. See below * 5 -- 343
Vestel USA Inc. 100% -- 13 --
Teds International See below ** -- 375 --
L-3 Communications Investments See below ** -- -- 1.116
Due to shareholders -- 255 --
Vestel Elektronica SRL 100% 13.951 516 --
UTS-United Technical Services, Spol.S.R.O 60% 215 141 --
Other related parties See below * 1.628 779 2.212

15.799 2.079 3.671

2006
Zorpet Petrogaz, Petrol, Gaz ve Petrokimya A.fi. See below * 58 -- 330
Promer Bilgisayar Limited fiirketi See below ** -- -- 1.170
Vestel USA Inc. 100% 535 240 --
Teds International See below ** -- 552 --
L-3 Communications Investments See below ** -- -- 1.553
Other related parties See below * 561 119 911

1.154 911 3.964

* Zorpet Petrogaz, Petrol, Gaz ve Petrokimya A.fi. and “other related parties” are companies controlled by the majority
shareholder of Vestel Elektronik. 
** Teds International, L-3 Communications Investments and Promer Bilgisayar Limited fiirketi are third party minority
shareholders in subsidiary companies of the Group.
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b) Sales to and operating expenses from related parties are summarized below:

2007 2006

Sales
Zorpet Petrogaz, Petrol, Gaz ve Petrokimya A.fi. 59 1.883
Other 1.180 933

1.239 2.816

Operating expense
Deniz Destek Oto Al›m Sat›m Kiralama Temizlik Hizmetleri ve ‹nflaat A.fi. 1.540 1.864
Other 1.576 --

3.116 1.864

Deniz Destek Oto Al›m Sat›m Kiralama Temizlik Hizmetleri ve ‹nflaat A.fi. is a company controlled by the majority
shareholder of Vestel Elektronik.

25. FINANCIAL INSTRUMENTS

Risk management objectives and policies 
The Group is exposed to market risk through its use of financial instruments and specifically to currency risk, interest
rate risk and certain other price risks, which result both from its operating and investing activities. The Group’s risk
management is coordinated at its headquarters, in close co-operation with the board of directors, and focuses on
actively securing the Group’s short to medium term cash flows by minimizing the exposure to financial markets. Long
term financial investments are managed to generate lasting returns. 

The Group does not actively engage in the trading of financial assets for speculative purposes nor does it write options.
The most significant financial risks to which the Group is exposed to are described below. 

Foreign currency risk
The majority of the Group’s transactions are carried out in Euros and US Dollars. Exposure to currency exchange rates

arise from the Group’s overseas sales and purchases, trade receivables, bank loans and trade payables which are
primarily denominated in US Dollars and Euros. 

Foreign exchange risk arises from future commercial transactions, recognized assets and liabilities and net
investments in foreign operations.

The Group manages its currency exposure risk by organizing a balanced distribution between its foreign currency
assets and commitments and by matching off the liabilities and receivables and its net currency position.
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The net currency position of the Group as of the balance sheet dates are shown below:

Other currencies 
USD EUR YTL equivalent YTL equivalent 

2007
Cash and cash equivalents 184.430 139.343 8.025 461.135
Trade receivables 87.588 322.174 35.031 688.027
Inventories 117.695 106.475 44.408 363.581
Other receivables 4.106 8.565 11.054 30.484

Total foreign currency assets 393.819 576.557 98.518 1.543.227

Current borrowings 112.890 59.078 -- 232.518
Non-current borrowings 287.707 52.756 -- 425.316
Current lease payables 610 165 -- 992
Non-current lease payables -- 59 -- 101
Trade payables 1.167.375 342.765 22.314 1.968.152
Advance received 7.799 4.254 3.587 19.946
Other liabilities 31.755 5.069 -- 45.654

Total foreign currency liabilities 1.608.136 464.146 25.901 2.692.679

Net foreign currency position (1.214.317) 112.411 72.617 (1.149.452)

Other currencies 
USD EUR YTL equivalent YTL equivalent

2006
Cash and cash equivalents 112.975 110.133 33.397 396.106
Trade receivables 71.104 323.937 82.900 782.613
Inventories 94.599 96.887 26.577 338.932
Other receivables 89.328 8.479 557 141.815

Total foreign currency assets 368.006 539.436 143.431 1.659.466

Current borrowings 183.712 141.236 -- 519.724
Non-current borrowings 235.280 33.977 -- 393.617
Current lease payables 1.374 187 -- 2.277
Non-current lease payables 610 100 -- 1.042
Trade payables 905.641 499.294 2.241 2.199.653
Advance received 5.902 3.294 -- 14.394
Other liabilities 22.060 -- -- 31.008

Total foreign currency liabilities 1.354.578 678.087 2.241 3.161.715

Net foreign currency position (986.572) (138.651) 141.190 (1.502.249)

On basis of the above an increase of 1% in the foreign exchange rates against the Turkish Lira as of 31 December 2007
will amount to a loss of YTL 11.494 and a decrease will amount to profit of the same amount.
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Interest rate risk
Interest rate risk arises because changes in interest rates may affect profitability as disclosed in financial statements.

The Group is subject to interest rate risk as a result of differences in balancing off the dates or timing differences
related to assets and liabilities maturing or to be subjected to price revision. The Group manages its interest rate risk
by applying risk management strategies whereby it strives to balance off the dates of changes in interest rates related
to assets and liabilities.

An increase in the variable interest rates related to the borrowings as of 31 December 2007 is not expected to have any
material effect on the financial results because the Management of the Group is able to maintain existing loans on the
same terms as before or negotiate new loans on the same terms as existing ones.

Liquidity risk
Liquidity risk comprises the risk that the Group becomes unable to find its payment requirements.

The Group manages its liquidity needs by carefully monitoring scheduled debt servicing payments for long-term
financial liabilities as well as cash-outflows due in day-to-day business. Liquidity needs are monitored in various time
bands, on a day-to-day and week-to-week basis, as well as on the basis of a rolling 30 day projection. 

The breakdown of liabilities according to their contractual maturity is based on the maturity dates from the date of the
balance sheet is given below:

Current Non-current
Within 6 months 6 to 12 months 1 to 5 years Over 5 years Total

2007
Borrowings 106.626 130.322 415.729 9.688 662.365
Trade payables 1.510.911 551.924 -- -- 2.062.835
Other liabilities 160.351 19.198 11.812 -- 191.361

1.777.888 701.444 427.541 9.688 2.916.561

2006
Borrowings 251.352 272.298 76.042 318.617 918.309
Trade payables 1.872.483 433.845 -- -- 2.306.328
Other liabilities 125.589 17.742 9.135 -- 152.466

2.249.424 723.885 85.177 318.617 3.377.103

However expected maturities may differ from contractual liabilities in response to changes in term that may occur in
the ordinary course of business.

Capital risk management
The Group’s capital management objectives are:

• ensure the Group’s ability to continue as a going concern; and
• to provide an adequate return to shareholders,

by pricing products and services commensurately with the level of risk
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The Group monitors capital on the basis of the carrying amount of equity plus its total of current and non current
borrowings (net debt) less cash and cash equivalents as presented on the face of the consolidated balance sheet.

The Group sets the amounts of capital in proportion to its overall financing structure i.e. equity and financial liabilities.
The Group manages the capital structure and makes adjustments to it in the light of changes in economic conditions
and the risk characteristics of the underlying assets. In order to maintain or adjust the capital structure the Group may
adjust the amount of dividends paid the shareholders, return capital to shareholders, issue new shares or sell assets to
reduce debt.

The Group’s capital to overall or financing ratio developed as follows:

2007 2006

Total borrowings (note 12) 662.365 918.309
Less: Cash and cash equivalents (note 5) (512.130) (584.684)

Net debt 150.235 333.625
Total equity 1.344.354 1.322.183

Overall financing 1.494.589 1.655.808

Capital to overall financing ratio 90% 80%

The ratio improvement during 2007 resulted from a reduction of borrowings which in turn resulted mainly from a
reduction in trade receivables and inventories and the profits during the year. 

Credit risk
The Group’s exposure to credit risk is limited to the carrying amount of financial assets recognized at the balance sheet
date.

Credit risk concerns the risk that a loss will be suffered by a party due to the reason that the other party to the
transaction is unable to meet its obligations.

The Group manages its liquidity needs by carefully monitoring scheduled debt servicing payments for long-term
financial liabilities as well as cash-outflows due in day-to-day business. Liquidity needs are monitored in various time
bands, on a day-to-day and week-to-week basis, as well as on the basis of a rolling 30-day projection. Long-term
liquidity needs for a 180 day and a 360 day lookout period are identified monthly.

The Group continuously monitors defaults of customers and other counterparties, identified either individually or by
group, and incorporates this information into its credit risk controls. Where available at reasonable cost, external credit
ratings and/or reports on customers and other counterparties are obtained and used. The Group’s policy is to deal only
with creditworthy counterparties.

The Group management considers that all the financial assets shown above under paragraph liquidity risk that are not
impaired for each of the reporting dates under review are of good credit quality.

In respect of trade and other receivables, the Group is not exposed to any significant credit risk exposure to any single
counterparty or any group of counterparties having similar characteristics. The credit risk for liquid funds and other
short-term financial assets is considered negligible, since the counterparties are reputable banks with high quality
external credit ratings.
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Fair value of financial instruments 
Fair value is the amount at which a financial instrument could be exchanged in a current transaction between willing
parties, other than in a forced sale or liquidation, and is best evidenced by a quoted market price, if one exists.

The estimated fair values of financial instruments have been determined by the Group using available market
information, management’s judgment and appropriate valuation methodologies. The following disclosure of the
estimated fair value of financial instruments is made with the requirements of IAS 32. To the extent relevant and
reliable information is available from the financial markets in Turkey, the fair value of the financial instruments of the
Group is based on such market data. The fair values of the remaining financial instruments of the Group can only be
estimated. The estimates presented herein are not necessarily indicative of the amounts the Group could realize in a
current market exchange. 

The following methods and assumptions were used to estimate the fair value of the Group’s financial instruments:

Financial assets
Monetary assets for which fair value approximates carrying value: 

-Balances denominated in foreign currencies are translated at year-end exchange rates. The fair value of certain
financial assets carried at cost, including cash and due from banks, marketable securities plus the respective accrued
interest are considered to approximate their respective carrying values. 

-The carrying value of the trade receivables net of provisions for uncollectible are considered to approximate their fair
values. 

Financial liabilities 
Monetary liabilities for which fair value approximates carrying value: 

-The fair values of short-term bank loans and other monetary liabilities are considered to approximate their respective
carrying values due to their short-term nature. 

-The fair values of long-term bank borrowings which are denominated in foreign currencies and translated at year-end
exchange rates are considered to approximate their carrying values.

26. SEGMENT INFORMATION

The Group is currently organized into three major production divisions. The basis on which the Group reports its
primary segment information is as follows:

Television and monitor:Produced by Vestel Elektronik Sanayi ve Ticaret A.fi. (Manisa/Turkey).

Electronic devices :Produced by Vestel Komünikasyon Sanayi ve Ticaret A.fi. (‹zmir/Turkey).
Produced by Vestel Dijital Üretim Sanayi A.fi. (Manisa/Turkey).

White Goods :Produced by Vestel Beyaz Eflya Sanayi ve Ticaret A.fi.(Manisa/Turkey).
Produced by Vestel CIS (Vladimir Region/Russia)
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The segment results for the year ended 31.12.2007 are as follows:

Television Electronic
Business segments and monitor devices White goods Other Total

2007
Revenue 2.540.142 431.781 1.373.990 281.098 4.627.011
Cost of sales (2.332.803) (378.954) (1.139.736) (250.206) (4.101.699)

Gross profit 207.339 52.827 234.254 30.892 525.312

Other segment items included in the income statement:

Depreciation expense 82.377 12.476 43.457 9.006 147.316
Amortisation charge 1.411 3.781 1.204 8.712 15.108
Impairment of inventory 4.960 5.217 1.708 (145) 11.740

88.748 21.474 46.369 17.573 174.164

The segment results for the year ended 31.12.2006 are as follows:

Revenue 3.271.073 582.375 1.216.844 160.833 5.231.125
Cost of sales (2.773.179) (493.463) (957.474) (143.825) (4.367.941)

Gross profit 497.894 88.912 259.370 17.008 863.184

Other segment items included in the income statement:

Depreciation expense 72.277 8.876 39.097 4.612 124.862
Amortization charge 1.141 4.552 1.282 7.633 14.608
Impairment of inventory 734 1.001 850 (62) 2.523

74.152 14.429 41.229 12.183 141.993
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The segment assets and liabilities at 31.12.2007 and 2006 and capital expenditure for the year then ended are as
follows:

Television Electronic
and monitor devices White goods Other Total

2007
Trade receivables 803.874 94.126 217.678 25.760 1.141.438
Inventories 601.261 200.863 283.125 6.130 1.091.379
Property, plant and equipment 479.835 52.943 484.850 5.651 1.023.279
Intangible assets 100.410 52.860 146.326 2.248 301.844
Unallocated assets 779.024

Total assets 4.336.964

Trade payables 1.518.889 215.972 291.455 36.519 2.062.835
Unallocated liabilities 929.775

Total liabilities 2.992.610

Capital expenditure 89.506 18.771 80.622 24.500 213.399

2006 
Trade receivables 951.727 97.076 279.692 21.299 1.349.794
Inventories 759.968 220.018 220.174 41.606 1.241.766
Property, plant and equipment 505.121 59.801 451.844 4.835 1.021.601
Intangible assets 74.678 33.174 155.104 4.557 267.513
Unallocated assets 897.672

Total assets 4.778.346

Trade payables 1.693.199 258.825 323.939 30.365 2.306.328
Unallocated liabilities 1.149.835

Total liabilities 3.456.163

Capital expenditure 67.538 20.956 245.524 21.876 355.894
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Segment assets and liabilities are reconciled to entity assets and liabilities as follows:

2007 2006
Assets Liabilities Assets Liabilities

Cash and cash equivalents 512.130 -- 584.684 --
Deferred tax 42.304 56.841 36.113 57.613
Other assets 222.877 -- 275.379 --
Investments 1.713 -- 1.496 --
Current tax -- 11.642 -- 7.317
Current borrowings -- 236.948 -- 523.650
Non-current borrowings -- 425.417 -- 394.659
Reserve for retirement pay -- 19.208 -- 21.447
Provisions -- 74.697 -- 55.157
Other liabilities -- 109.545 -- 89.992

779.024 934.298 897.672 1.149.835
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Geographical segments 2007 2006

Revenue
Turkey 1.213.326 1.220.312
Europe 3.172.222 3.717.611
Rest of the world 241.463 293.202

4.627.011 5.231.125

Segment assets
Turkey 2.897.173 3.418.942
Europe 1.176.231 1.069.341
Asia 263.560 290.062

4.336.964 4.778.345

Capital expenditure on property plant and equipment
Turkey 132.212 137.129
Europe 841 1.520
Asia 29.071 67.315

162.124 205.964

Capital expenditure on intangible assets
Turkey 48.149 148.167
Europe 2.310 1.763
Asia 816 --

51.275 149.930

Depreciation expenses of property plant and equipment
Turkey 143.053 118.950
Europe 901 1.203
Asia 3.362 4.709

147.316 124.862

Amortization charge of intangible assets
Turkey 14.465 14.384
Europe 643 224
Asia -- --

15.108 14.608
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Ordinary General Meeting
In line with a resolution passed at a meeting of the Board of Directors of Vestel Elektronik Sanayi ve Ticaret A.fi., the
Company’s ordinary general meeting for 2007 will be held on 28 May 2008 at 09:30 am at the address of Zorlu Plaza,
Avc›lar-‹stanbul.

Independent Auditor
Engin Ba¤›ms›z Denetim ve Serbest Muhasebecilik Mali Müflavirlik A.fi.
Member of Grant Thornton International
Y›ld›z Posta Cad. 
Dedeman ‹flhan› No: 48, Kat: 5
34349 Gayrettepe-‹stanbul 

Financial Information and Company News
Vestel annual reports, financial statements, auditor’s reports, explanations on special events and other information
about the Company may be obtained from the Company’s investor relations website at www.vestelyatirimciiliskileri.com
as well as from the Vestel Group Investor Relations Department by email or telephone.

Investor Relations
Figen Çevik
Corporate Finance and Investor Relations Director
Vestel Group of Companies
Zorlu Plaza 34310 Avc›lar ‹stanbul Turkey
Phone: (+90 212) 286 03 20
Email: figen.cevik@vestel.com.tr

Share Information
Vestel Elektronik Sanayi ve Ticaret Afi’s shares have been trading on the ‹stanbul Stock Exchange National Market
under the symbol VESTL since 1990. Since 2000 they have also been trading on the London Stock Exchange as Vestel
Elektronik ve Ticaret AS GDR-144A (global deposit certificates) under the symbol VELKYP.

As of 31 December 2007, Vestel Electronics’ market value was on the order of USD 398 million. The trading volume of
the Company’s shares on ISE was worth about USD 7.6 million in 2007.
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Vestel Electronics
Organize Sanayi Bölgesi, 45030, Manisa, Turkey
Tel: (+90 236) 233 01 31, Fax: (+90 236) 233 25 85

Vestel White Goods
Organize Sanayi Bölgesi, 45030, Manisa
Tel: (+90 236) 226 30 00, Fax: (+90 236) 226 30 35

Vestel Communications
Ege Serbest Bölgesi, Akçay Cad. Ayfer Sok. No: 144/1, 
35410, Gaziemir, ‹zmir, Turkey
Tel: (+90 232) 251 72 90, Fax: (+90 232) 251 73 13

Vestel Durable Goods Marketing 
Zorlu Plaza, Kat: 16, 34310, 
Ambarl›-Avc›lar, ‹stanbul, Turkey
Tel: (+90 212) 456 22 00, Fax: (+90 212) 422 02 03

Vestel Digital 
Organize Sanayi Bölgesi, 45030, Manisa, Turkey
Tel: (+90 236) 213 06 60, Fax: (+90 236) 213 06 68

Dexar Multimedia and Telecommunications
Zorlu Plaza, Kat: 14, 34310, 
Ambarl›-Avc›lar, ‹stanbul, Turkey
Tel: (+90 212) 456 23 23-24, Fax: (+90 212) 422 02 36

Vestel Foreign Trade
Organize Sanayi Bölgesi, 45030, Manisa, Turkey
Tel: (+90 236) 233 25 82, Fax: (+90 236) 233 25 84

Vestel Italy Srl.
Via Vetreria 1, 22070, Grandate-Como, Italy
Tel: (+39) 31 398 511, Fax: (+39) 31 452 993

Vestel Iberia 
Edificio Pionera Azul, C/ Peonias 2, Madrid, Spain
Tel: (+34) 91 320 63 98, Fax: (+34) 91 320 52 58

Vestel CIS Ltd.
Strastnoy Blv, No: 16, Podyezd 3, 107031 Moscow, Russia
Tel: (+7) 095 956 8230, Fax: (+7) 095 956 8233

Vestel UK
94/94A Dedworth Road, Windsor, Berks SL4 5AY, UK
info@vestel-uk.com

Vestel France S.A.
16-18 Rue des Oliviers Senia, 704-94657 Thiais, France
Tel: (+33) 1 46 75 00 29, Fax: (+33) 1 41 80 99 31

Vestel Holland B.V.
P.O Box 29179 3001 GD-Rotterdam, Netherlands
Tel: (+31) 10 412 23 66, Fax: (+31) 10 412 23 60

Vestel Germany
An der Windmühle 9-11 66780 Rehlingen 
Siersburg, Germany
Tel: (+49) 6835 5000, Fax: (+49) 6835 7855

Vestel Romania
Hotel Marriot, Grand Offices Calea 13 Septembrie, Nr. 90,
Cam. 8. 11 Bucharest, Romania
Tel: (+40) 21 403 48 91, Fax: (+40) 21 403 48 92

Vestel Benelux B.V.
Rivium Westlaan 48, 2909 LD Capalle 
A/D Ijssel, Netherlands
Tel: (+31) 10 235 3410, Fax: (+31) 10 235 4642

Vestel Defense Industrials
Çankaya Birlik Mah. 14. Sok. No: 41 06450, Ankara, Turkey
Tel: (+90 312) 496 21 00, Fax: (+90 312) 422 02 36 

Ayesafl
Karamanl›lar Cad. No: 7 
Organize Sanayi Bölgesi Sincan, Ankara, Turkey
Tel: (+90 312) 267 27 27 Fax: (+90 312) 267 01 15

Cabot Communications Ltd.
Verona House, Filwood Road, 
Bristol BS 16 - 3 RY, England
Tel: (+44) 117 958 42 32, Fax: (+44) 117 958 41 68

Cabot ‹zmir
Yüksek Teknoloji Gelifltirme Bölgesi A 1 Binas› 
‹YTE Kampüsü Gülbahçe Urla, ‹zmir, Turkey
Tel: (+90 232) 765 83 54, Fax: (+90 232) 765 83 58

Vestel USA
16835 West Bernardo Dr. Suite 130, 
San Diego, CA 92127, USA
Tel: (+1) 858 521 11 50, Fax: (+1) 858 521 11 69

Vestek 
‹TÜ Ayaza¤a Kampüsü Koru Yolu
Ar› 2 B Blok Kat: 7 Maslak, ‹stanbul
Tel: (+90 212) 285 28 09 Fax: (+90 212) 285 28 30

Birim Information Technologies 
Atatürk Caddesi No: 380/7 35220
Alsancak, ‹zmir, Turkey
Tel: (+90 232) 464 77 33 Fax: (+90 232) 464 99 77
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