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REPORT ON REVIEW OF CONDENSED INTERİM FINANCİAL INFORMATİON

To the Board of Directors of
Nurol Yatırım Bankası Anonim Şirketi

Introdııclion

Ve have reviewed the accompanying interim condensed fınancial statements of Nurol Yatınm Bankası A.Ş. (the
Bank) as nt September 30, 2016, comprising of interim statement of financial position as nt September 30, 2016
and the related interim statements of income, comprehensive income, chnnges in equity and cash flows for the
nine-month period then ended and explanatory notes. Management k responsible for the preparation and
presentation of these interim condensed financial statements in accordance with international Financial
Reporting Standard 34, “Interim fınancial reporting” (IAS 34). 0w responsibility 15 to express a conclusion on
these interim condensed financial statements based on our review.

Scope of review

We conducted our review in accordance with İnternational Standard on Review Engagementa 2410, “Review of
İnterim Financial information Performed by the lndependent Auditor of the Entity”. A review of interim
fınancial information consists of making inquiries, primariiy of persons responsible for financial and accounting
matters, and applying analytical and other review procedures. A review is substantially less in scope than an
nudit conducted in accordance with İnternational Standards on Auditing. Consequently, it does not enable us to
obtain nssurance that we would become aware of alI signifıcant rnatters that might be identifıed in an audit.
Accordingly, we do not express an audit opinion.

Cancinsion

Based on our review nothing has come to our anention that causes us to believe that the accompanying interim
condensed fınancial statements are not prepared, in alI material respects, in accordance with IAS 34.

Other Afatter

The fınancial statements of the Bank as of December 31, 2015 ıvere nudited by another independent nudit fırm,
who expressed an unqualifıed opinion in their audit reports dated March Il, 2016. However, the financial
statements of the Bank as of September 30, 2015 were not reviewed by an independent audit fırm.

Muşavirlik Anonim Şirketi
Young Global Limited

10 November 2016
Istanbul. Turkey

A rne,nber Cnn ol Emıt Young Gıobaı Umfted
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NUROL YATIRIM BANKASI ANONİM ŞİRKETİ

CONDENSED STATEMENT OF FINANCIAL POSITION
AS OF 30 SEPTEMBER 2016
(Currencv - !n ıhousands of Turkish Lira)

Reviewed Audited
30 September 31 December

Note 2016 2015

Assets

Cash and cash equivalents 5 23,641 169.136
Reserve deposits af Central Bank 6 56,931 46,692
Derivative fınancial assets 8,430 23,049
Available for sale investmenrs 7 38,793 34,584
Loans and advances ta customers 8 958,619 43 1.7 3 1
Property and equipment 1,309 1,601
lnveslment properiy 9 39,920 3,427
Intangibic assets 1,249 1,154
Defered tax assets 16 - -

Otherassets 10 91,648 4,786

Total assets 1,200,520 716,140

Liabilities

Fundsborrowed 11 215,662 161,550
Debt securitles issued 12 398,873 382,400
Other Iiabiiities 14 394,475 35,038
Derivative fınancial instruments 2,391 457
Stıbordinated debts 13 29,725 -

Provisions 15 3,242 3,640
Current tax Iiability 920 -

Deferred tax liability 16 1,175 4,139

Total Iiabilities 1,046363 587,204

Equity

Share capital 18 45,000 45,000
Reserves 18 28,539 28,306
Retained earnings 80,718 55.630

Total eguity 154357 128,936

Total liabilities and eguhy 1,200,520 716,140

The accompanying notes are an integral pan of these fınancial slatements.



NUROL YATIRIM BANKASI ANONİM ŞİRKETİ

CONDENSED STATEMENT OF PROFIT OR LOSS AND OTE{ER CONWREHENSIVE
INCOME FOR THE PERIOD ENDED 30 SEPTEMBER 2016
(Currenuy - bi ıhousands of Turkish Lira)

Reviewed Unreviewed
Ijanuary lJanuary

30 September 30 September
Note 2016 2015

Interest income 19 96,890 6 1,587
Interest expense 19 (40,423) (28,326)
Net interest income 56,467 33,26 1
Fee and commission income 20 12,046 10,334
Fee and commission expense 20 (2,794) (2,504)
Net fec and commission income 9,252 7,830
Net tmding income / (Ioss) 21 (21,992) (3,768)
Otheroperating income 22 8,184 4,344

(13,808) 576
Operating income 51,911 41,667

Net impairment/recoveries on financial assets 8 (3,937) (5.486)
Otherprovision expenses (812) (421)
Personnel expenses 23 (7.746) (7.285)
Depreciation and amortization (526) (387)
Administrative expenses 24 (7.838) (6,961)
Profıt before income fax 3 1,052 2 1,127
Income tax expense 16 (5,023) (4,015)

Profıt for the period 26,029 17,112
Other comprehensive income to be reciassifled to
profit or Ioss in subsequent periods
Available-for-sale financial assets

Gam / (Loss) arising during the period (755) (4,126)
Income tax relating to components of other
comprehensive income 16 47 825
Other comprehensive income (Ioss) for the period,
net of income tax (708) (3,301)

Total comprehensive income for the period 25,321 13,811

The accompanying notes are an integral part of these Hnancial statements
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NUROL YATIRIM BANKASI ANONIM ŞİRKETİ

CONDENSED STATEMENT OF CASH FLOWS
FOR THE PERİOD ENDED 30 SEPTEMBER 2016
(Currencv - in thousands of Turkish Lira)

Reviewed Unreviewed
1 January- 1 .January

30 September 30 September
Note 2016(9 2015(9

Cash llows from operating activities
Net profıt for the period 26,029 1 7,1 12
Adjustments:
Depreciation and amortisation 526 387
Currenttaxexpense 16 7,920 4,791
Deferred tax (income)/expense 16 (2,897) (776)
Provision for ban losses 8 3,937 5,492
Other provisions 8 12 421
Otheraccruals (13,221) (4,944)
Foreign exchange loss/ (gam) (760) (11,934)
Fair value gam on investment property (6,964) -

15,382 10,549
Changes in operating assets and Iiabilities
Change in derivative financial assets 14,639 (32,233)
Change in Ioans and advances to customers (519,677) (241,199)
Change in reserve deposits (10,264) (64,275)
Change in other assets (96,428) (3,393)
Change in other liabilities 355,725 (57,830)
Change in derivative financial liabilities 1,734 32,305
Change in borrowings 53,878 (14,407)
Taxes paid (4,378) (3,184)
Net cash provided by / (used in) operating activities (204,771) (384,2 16)

Cash flows from investing activities
Purchase of available for sale investments (74,265) (5,729)
Sale of of availabbe for sale investments 69,667 35,258
Purchase of property and equipment (44) (1,457)
Purclıase of intangible assets (288) (184)
Net casb (used in) / provided by investing activities (4,930) 27,888
Proceeds from debt securities issued 487,000 424,970
Repayment from debt securities issued (468,661) (251,60!)
Proceeds from subordinated debts 29,725 -

Net cash provided by /(used in) fınancing activities 48,064 173,369

Effect of foreign exchange rate change on cash and
cash eguivalents 760 11,934

Net inerease in cash and cash eguivalents (145,495) (160,476)

Cash and cash equivalents nt 1 Januaıy 5 169,136 194,901

Cash and cash egnivalents at 30 September 5 23,641 34,425
(*) Cash tlows from interest received and paid disclosed together. Interest received is amounting to TL 85,338(30
September 2015: 55,933) and interest paid is amounting to TL 42,046 (30 September 2015:24,476).

The accompanying notes are an integral part of these financial statements.
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NUROL YATIRIM BANKASI ANONİM ŞİRKETİ

NOTES TO THE CONDENSED INTERIM FINANCİAL STATEMENTS
AS OF AND FOR THE NINE MONTH PERİOD ENDED 30 SEPTEMBER 2016
(Cıırreıwy - in ıhousands of Turkish Lira)

Corporate information

General

Nurol Yatırım Bankası A.Ş. (the “Bank” or “Nurolbank”) was established in 1998 by the permission
of the council of Ministers Decree No. 98/11565 dated 6 August 1998, to fınance investment and
foreign trade activities, and started its financial banking activities in May 1999. Nurolbank is owned
controlled by the Nurol Holding A.Ş. Nurolbank operates as an investment bank and is also involved
in corporate services sueh as financiaf leasing, lending and trade finance. Aceording to the current
legislation for investment banks, the Bank is not authorised to receive deposits from customers. The
Bank’s head offıce is located at Nurol Plaza in Maslak in Istanbul, Turkey.

The shareholders’ structure of the Bank is as diselosed below

Total
nominal Share

value of the percentage
Shareholders shares (%)

Nurol Holding A.Ş. 35,171 78.16
Nurol İnşaat ve Tie. A.Ş. 7,182 15.96
Other 2,647 5.88

The shareholder having direct or indirect control over the shares of the Bank is Nurol Groııphe Nurol
Group has operations in construction, defence, finance, tourism, health, mining, real estate, marketing
and manufacturing industries through 33 fırms within the NurolGroup 4 joint ventures and Il
domestic-foreign associates and subsidiaries.

5



NUROL YATIRIM BANKASI ANONİM ŞİRKETİ

NOTES TO THE CONDENSED INTERIM FINANCİAL STATEMENTS
AS OF AND FOR THE NINE MONTH PERIOD ENDED 30 SEPTEMBER 2016
(‘Carrency - in ıhousaııds of Tnrkish Lira)

2. The new standards, amendments and interpretations

The accounting policies adopred in prepantion of the interim condensed unconsolidated financial
statements as at 30 September 2016 are consistent wiih those of the previous financial year, except for
the adoption of new and amended IFRS and IFRIC interpretations effective as of! January 2016. The
effects of these standards and interpretations on the Company’s financial position and performance
have been disclosed in the reiated paragraphs.

i) The new standards, amendments and interpretations which are effective as at 1 Januaıy
2016 are as follows:

[FRS 11 Acquisition of an Interest in a Joint Operation (Amendment)
!FRS Il k amended to provide guidance on the accounting for acquisitions of interests in joint
operations in which the activity constitutes a business. This amendment clariFıes that the acquirer ofan
interest in ajoint operation in which the activity constitutes a business, as defined in IFRS 3 Business
Combinations, to apply ali of the principles on business combinations accounting in IFRS 3 and other
IFRSs except for those principles that conflict with the guidance in this IFRS. in addition, the acquirer
shall disclose the information reqııired by IFRS 3 and other IFRSs for business combinations. The
amendments did not have an impact on the financial position or performance of the Bank.

IAS 16 and IAS 38 - Clarification of Acceptable Methods of Depreciation and Amortisation
(Amendments to IAS 16 and JAS 38)

The amendments to IAS 16 and IAS 38, have prohibited the use of revenue-based depreciation for
property, plant and equipment and signiflcantly limiting the use of revenue-based amortisation for
intangible assets. The amendments did not have an impact on the fınancial position or performance of
the Bank.

IAS 16 Property, Plant and Equipment and IAS 41 Agriculture (Amendment) — Bearer Plants
IAS 16 is amended to provide guidance that bearer piants, such as grape vines, rubber trees and oil
palms should be accounted for in the sarne vay as property, plant and equipment in [AS 16. Once a
bearer piant is mature, apart from bearing produce, its biological tmnsformation is no longer
signiflcant in generating future economic benefıts. The only signiflcant future economic benetits it
generates come from the agricuhural produce that it creates. Because their operation is similar to that
of manufacturing, either the cost model or revaluation model shouid be applied. The produce growing
on bearer plants vil! remain within the scope of IAS 41, measured at fair vaiue iess costs to seli. The
amendment is not applicable for the Bank and did not have an impact on the fınancial position or
performance of the Bank.

IAS 27 Equitv Method in Separate Financial Statements (Amendments to [AS 27)
IASB issued an amendment to RS 27 to restore the option to use the equitv method to account for
investments in subsidiaries and associates in an entity’s separate fınancial statemeııts. Thcrefore. an
entity ınust account for these investments either:
• At cost
• in accordance with IFRS 9, or
• Using the equity meihod defined in IAS 28

The entity must apply the same accounting for each category of investments. The amendment k not
applicable for the Bank and did not have an impact on the financial position or performance of the
Bank.

6



NUROL YATIRIM BANKASI ANONİM ŞİRKETİ

NOTES TO THE CONDENSED INTERIM FINANCİAL STATEMENTS
AS OF AND FOR THE NINE MONTH PEIUOD ENDED 30 SEPTEMBER 2016
(Currencv - in thousands of Turkish Lira)

2. The new standards, amendments and interpretations (continued)

IFRS 10, WRS 12 and IAS 28: lnvestment Entities: Applying the Consolidation Exception
(Amendments to IFRS 10 and LAS 28)

Amendments issued to IFRS 10. IFRS 12 and IAS 28, address the issues that have arisen in applying
the investment entities exception under IFRS 10 Consolidated Financial Statements. The amendment
is not applicable for the Bank and did not have an impact on the financial position or performance of
the Bank.

IAS 1: Disclosure Initiative (Amendments to fAS 1)

Amendments issued to IAS 1. Those amendments inelude narrow-focus improvements in the
following five areas: Materiality. Disaggregation and subiotais, Notes structure, Disclosure of
accounting policies, presentation of items of other comprehensive income (OCI) arising from equity
accounted investments. These amendments did not have signifıcant impact on the notes to the interim
condensed financial statements of the Bank.

Annual Improvcmcnts to IFRSs - 2012-2014 Cycle

IASB issued, Annual Improvements to IFRSs 2012-2014 Cycle. The document sets out five
amendments to four standards, excluding those standards that are consequentially amended, and the
related Basis for Conclusions. The standards affected and the subjects of the amendments are:

- IFRS 5 Non-current Assets Heid for Sale and Discontinued Operations — clarifles that changes in
methods of disposal (through sale or distribution to owners) would not be considered a new plan
of disposal, rather it is a continuation of the original plan

- IFRS 7 Financial lnstruments: Disclosures — ciarifles that 1) the assessment of servicing contracts
that includes a fee for the continuing involvement of fınancial assets in accordance with IFRS 7:
ii) the offsetting disclosure requirements do not apply to condensed interim financial statenıents.
unless such disclosures provide a signiflcant update to the information reported in the most recent
annual report

- IAS 19 Employee Benefits — ciarifles that market depıh of high quality corpomte bonds is assessed
based on the currency in which the obligation is denominated, mther than the country where the
obligation is located

- tAS 34 Interim Financial Reporting — clarifıes that the reqtıired interim disclosures must either be
in the interim fınancial statements or incorporated by cross-reference between the interim tinancial
statements and wherever thev are included within the interim fınancial report

Tlıese amendrnents did not liave signiflcant impact on the financial position or perfornıaııce of ilie
Ban k.

7



NUROL YATIRIM BANKASI ANONİM ŞİRKETİ

NOTES TO THE CONDENSED INTERIM FINANCİAL STATEMENTS
AS OF AND FOR THE NINE MONTH PERIOD ENDED 30 SEPTEMBER 2016
(Currencv — in llıousa,uts of Turkish Lira)

2. The new standards, amendments and interpretations (continued)

ii) Standards issued but not yet effective and not early adopted

Standards, interpretations and amendments to existing standards tlıat are issued but not yet effective up
to the date of issuance of the interim condensed unconsolidated financial statements are as follows.
The Bank wiil make the necessaıy clıanges if not indicated othenvise, which vilI be affecting the
unconsolidated financial statements and disclosures, when the new standards and interpretations
become effective.

IFRS 15 Revenue from Contraets with Customers

The IASB issued IFRS 15 Revenue from Contracts with Customers. The new fıve-step model in the
standard provides the recognition and measurement requirements of revenue. The standard applies to
revenue from contraets with customers and provides a model for the sale of some non-financial assets
that are not an output of the entity’s ordinary activities (e.g., the sale of property, plant and equipment
or intangibles). IFRS 15 effective date is 1 Januaıy 2018, with early adoption permitted. Entities will
transition to the new standard following either a fulI retrospective approach or a modifled retrospective
approach. The modifled retrospective approach would allow the standard to be applied beginning with
the cunent period, with no restatement of the comparative periods, but additional disclosures are
required.

ciarifications tü !FRS 15 ‘Revenııefroın Contracıs with Castoıners’ (4nıeııdıneııt)

IASB has published final ciarifications to IFRS 15 in April 2016. The amendments address three of
the fıve topics identifıed (identif>ing perfomiance obligations. principal versus agent considerations,
and licensing) and provide some transition relief for modifled contracts and completed contracts. The
amendments are effective for annual reporting periods beginning on or afler 1 January 2018. Earlier
application is permined. The Company is in the process of assessing the impact of the standard on
Fınancial position or performance of the Compaay.

JFRS 9 Financial Instruments - Final standard (2014)

The IASB published the fınal version of IFRS 9 Financial Instruments. The Fınal version of IFRS 9
brings together the ciassifıcation and measurement, impairment and hedge accounting phases of the
IASB’s project to replace IAS 39 Financial Instruments: Recognition and Measurement. IFRS 9 is
built on a logical, single ciassifıcation and measurement approach for flnancial assets that reflects the
business model in which they are managed and their cash flow characteristics. Built upon this is a
forward-looking expected credit loss model that wilI result in more timely recognition of ban losses
and is a singlc model that k applicable to ali financial instruments subject to impairment accounting.
ln addition. IFRS 9 addresses the so-called ‘own credit’ issue. whereby banks and others book gains
through profit or boss as a result of the value of their own debt falling due to a decrease in credit
wonhiness when thcy have elected to rneasııre that debt ar fair value. The Standard also includes an
improved hedge accounting model to better link the economics of risk management with its
accounting treatment. IFRS 9 is effective for annual periods beginning on or after 1 January 2018.
However. the Standard is available for early application. in addition, the own credit changes can be
cariv applied in isolation wirhout otherwise changing the accounting for tinancial instruments. The
BanL is in the process of assessing lıe impaci of the sıandard on linancial position ot performance of
the Bank.

8



NUROL YATIRIM BANKASI ANONİM ŞİRKETİ

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
AS OF AND FOR THE NINE MONTH PERIOD ENDED 30 SEPTEMBER 2016
(Currencv - in thoıısands of Turidsh Lira)

2. The new standards, amendments and interpretations (continued)

IFRS 16 Leases

The IASB has published a new standard, IFRS 16 ‘Leases’. The new standard brings most leases on
balance sheet for Iessees under a single model, eliminating the distinction between operating and
finance leases. Lessor accounting however remains largeiy unclıanged and the distinction between
operating and finance leases k retained. IFRS 16 supersedes [AS 17 ‘Leases’ and related
interpretations and k effective for periods beginning on ur after January 1, 2019, with earlier adoption
permined if IFRS 15 ‘Revenue from Contracts with Customers’ has ahso been applied. The Bank is in
the process of assessing the impact of the standard on financial position ur performance of the Bank.

IAS 12 Income Taıes: Recognition of Deferred Taı Assets for Unrealised Losses (Amendments)

The IASB issued amendments to IAS 12 Income Taxes. The amendments clari’ how to account for
deferred tax assets related to debt instruments measured at fair value The amendments clarify the
reqLıirements on recognition of defened tax assets for unrealised losses, to address diversity in
practice. These amendments are to be retrospectively applied for annual periods beginning on or after

1 Januaıy 2017 with earlier apphication permitted. However, on initial apphication of the amendment,
the change in the opening equity of the earliest comparative period may be recognised in opening
retained earnings (or in another component of equity, as appropriate), withouı allocating the change
between opening retained eamings and other components of equity. If the Bank applies ihis relief, it
shall disclose that fact. The Bank is in the process of assessing the impact of the amendments on
financial position or performance of the Bank.

IAS 7 ‘Statement of Cash Flows (Amendments)

The IASB issued amendments to IAS 7 ‘Siatement of Cash Flows’. The amendments are intended to
clariŞ IAS 7 to improve information provided to users of financial statements about an entity’s
financing activiries. The improvemenrs to disclosures require companles to provide infortuation about
ehanges in their linancing Iiabilities. These amendments are to be applied for annual periods beginning
on or after 1 January 2017 with earlier application pemıitted. When the Bank first applies those
amendments. it is not required to provide comparative infomiation for preceding periods. The Bank 15
in the process of assessing the impact of the amendments on financial position or performance of the
BanL.

IFRS 2 Classification and Measurement of Share-hased Payment Transactions (Amendments)

The IASB issued amendments to IFRS 2 Share-based Pavment. cIariI’ing 1mw to account for certain
types of share-based payment transactions. The arnendments. provide requirements on the accounting
for:
a. the effects of vesting and non-vesting conditions on Ihe measurement of cash-settled share-based
payments;
b. share-based payment transactions with a net seulement feature for withholding tax obligations; and
c. a modification to the terms and conditions of a share-based payrnent that ehanges the classification
of the transaction from cash-seWed to equity-settled.

These amendments are to be applied for annual periods beginning on ur afler 1 Januaıy 2018. Earhier
application is permilled. The Bank is in the process of assessing the impact of the amendments on
financial position ur performance of the Bank.

9



NUROL YATIRIM BANKASI ANONİM ŞİRKETİ

NOTES TO THE CONDENSED INTERIM FINANCİAL STATEMENTS
AS OF AND FOR THE NINE MONTH PERIOD ENDED 30 SEPTEMBER 2016
(Currenev — in ihousands of Turkish Lira)

IFRS 4 Insurance Contracts (Amendments)

in September 2016, the IASB issued amendments to IFRS 4 Insurance Contracts. The amendments
introduce two approaehes: an overiay approach and a deferral approach. The amended Standard wili:

a. give ali companies that issue insurance contracts the option to recognise in other comprehensive
income, rather İhan profit or Ioss, the volatilitv that couid arise when IFRS 9 Financial instruments is
applied before the new insurance contracıs Standard is issued; and

b. give companies whose activities are predominantly connected with insurance an optional temporary
exemption from applying IFRS 9 Financiai instruments until 2021. The entities that defer the
application of IFRS 9 Financial instruments wili continue to apply the existing tinancial instruments
Standard—IAS 39.

These amendments are to be applied for annual periods beginning on or after 1 January 2018. Earlier
application 15 pemıiued. The Bank is in the process of assessing the impact of the amendments on
financial position or performance of the Sank.

3. Significant accounting policies

3.1 Statement of compiiance

The Bank maintains its book of account and prepares its statutoıy financial statements in Turkish Lira
(“TL”) in accordance with the accounting principles as promulgated by the Banking Regulation and
Supervision Agency (“BRSA”). Capital Markets Board of Turkey, the Turkish Commerciai Code and
tax legislation. The accompanying flnanciai statements are derived from statutoıy financial statements
wiih adjustments and reciassifıcations for the purpose of fair presentation in aceordance with IFRS.

The interim condensed financial statements for the nine months ended September 30, 2016 have been
prepared in accordance with IAS 34 Interim Financial Reporting.

The interim condensed fınancial statements do not include ali the information and disciosures required
in the annual fınancial statements, and shouid be read in conjunction with the Bank’s annuai financial
statements as af December 31, 2015.

The interim condensed unconsoiidated fınanciai statements were authorised for issue by the Bank’s
rnanagement on 10 November 2016.
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NUROL YATIRIM BANKASI ANONİM ŞİRKETİ

NOTES TO THE CONDENSED INTERIM FINANCİAL STATEMENTS
AS OF AND FOR THE NINE MONTH PERİOD ENDED 30 SEPTEMBER 2016
(Czırrencı’ - bi ıhousands of Turkish Lira)

3. Significant accuunting policies (continued)

3.2 Bask of measurement

The financial statements have been prepared on historical cost basis except for the following which are
measured at fair value:
• derivative önancial instruments
• financial instmments at fair value tlırough profit or Ioss,
• available-for-sale financial instruments.
• Investment property

3.3 Foreign currency transactions

Transactions in currencies other than TL (foreign currencies) are recorded at the rates of exchange
prevailing on the dates of the transactions. At each balance sheet date, monetaiy items denominated in
foreign currencies are retransiated at the rates prevailing on the balance sheet date. Non-monetaiy
items carried at fair value that are denorninated in foreign currencies are retranslated at the rates
prevailing on the date when the fair value was determined. Non-monetary items that are measured in
terms of historical cost in a foreign currency are not retranslated. Foreign currency differences arising
on retnnslation are recognised in profıt or Ioss.

Foreign currency translation rates used by the Bank are as follows:

USD/ TL (fuli) EUR / TL (fiili)
30 September 2016 3.0004 3.3548
31 December 2015 2.9181 3.1838

3.4 Interest income and interest expense

Interest income and expense are recognised in the profıt or loss using the effective interest method.
The effective interest rate is the rate that exactly discounts the estimated future cash payments and
receipts through the cxpected hife of the financial asset or Iiability (or, where appropriate. a shorter
period) to the canying amount of the fınancial asset or liability. When calculating the effective interest
rate, the Bank estimates future cash flows considering ali contractual terms of tinancial instrument, but
not future credit losses. The effective interest rate is established on initial recognition of the fınanciaL
asset and Iiability and is not revised subsequentiy.

The calculation of the effective interest rate includes ali fees and points paid or received that are an
integral part of the effective interest rate. Transaction costs include incremental costs that are directly
attributable to the acquisition or issue of a fınancial asset or Iiabiiity.
Interest income and expense presented in the statement of cornprehensive incorne statement include:
• the interest income on fınancial assets and Iiabilities at amortised cost on an efTective interest

rate basis
• the interest incorne on held for trading investments and available for sale investrnents.

Interest income is suspended when loans are impaired and is excluded from interest income until
received.
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NUROL YATIRIM BANKASI ANONİM ŞİRKETİ

NOTES TO THE CONDENSED INTERIM FINANCİAL STATEMENTS
AS OF AND FOR THE NINE MONTH PE1UOD ENDED 30 SEPTEMBER 2016
(Currency — in rhnusands of Turkish Lira)

3. Significant accounting polieics (continued)

3.5 Fees and commission

Fees and commission income and expense that are integral to the effective interest rate on ü fınancial
asset or iiabiiity are included in the measurement of the effective interest rate.

Other fees and commission income, ineluding account servicing fees. investment management fees,
sales commission and placement fees are recognised as the related services are performed.

Fec for bank transfers and other banking transaction services are recorded as income when coilected.

3.6 Net trading ineome

Net İrading income comprises gains less loss related to derivalive flnanciai and Iiabilities, and includes
ali reaiised and unrealised fair value changes and interest Any realised or unrealised fair value changes
and interest ofderivative financial assets and liabilitles are recorded as trading income.

3.7 Dividends

Dividends are recognised when the shareholders right to receive the payments is established.

3.8 Taxation and deferred income taxes

Income tax expense represents the sum of the tax currentiy payable and deferred tax.

Curren! tat

The tax currentiy payable k based on taxable protit for the year. Taxabie profit differs from profıt as
reported in the income statement because it excludes items of income or expense that are taxable or
deductible in other years and it further excludes items that are never taxable or deductible. The
Liability for current tax is calculated using tax rates that have been enacted or substantively enacted by
the balance sheet date.

Deferred tat

Deferred tax k recognized on temporaıy differences between the carn’ing amounts of assets and
iiabilities in the financial statements and the corresponding tax bases which are used in the
computation of taxable profit. Deferred tax liabilities are generaliy recognized for ali taxable
temporarv differences and deferred tax assets are recognized for al! deductible temporaıy differences
to the extent that it is probabie that taxable proflıs wili be available against which those deductible
temporary differences can be utilized. Such deferred tax assets and liabihties are not recognized it’ the
temporary difference arises from goodwill or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction that affects neither the taxable profit nor the
accounting profit.

The carıying amount of deferred tax assets is reviewed at each balance slıeet date and reduced to the
extent that it is no longer probable that suffıcient taxable profıts wili be available to aliow ali or part of
the asset to be recovered.
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NUROL YATIRIM BANKASI ANONİM ŞiRKETİ

NOTES TO THE CONDENSED INTERIM FINANCİAL STATEMENTS
AS OF AND FOR THE NINE MONTH PERİOD ENDED 30 SEPTEMBER 2016
(Currency - bi ıhousands of Tm*is/z Lira)

3. Significant accounting policies (continued)

Deferred tax assets and Iiabiiities are measured at the tax rates that are expected to apply in the period
in which the liability k seftled or the asset realized. based on tax rates (and tax Iaws) that have been
enacted or substantively enacted by the balance sheet date. The measurement of deferred tax Iiabilities
and assets reflects the tax consequences that would follow from the manner in which the Bank
expects, at the reporting date, to recover or settle the carrying amount of its assets and liabilitles.

Deferred tax assets and iiabilities are ofiset when there Isa Iegaily enforceable right to set ofTcurrent
tax assets against eurrent tax Iiabilities and when they relate to income taxes levied by the same
taxation authority and the Bank intends to settie its current tax assets and Iiabiiities on a net basis.

Current and deferred uafor the period

Ctırrent and deferred tax are recognized as an expense or income in profit or Ioss, except when they
relate to items that are recognized outside profit or Ioss (whether in other comprehensive income or
direotiy in equity), in which case the tax is also recognized outside profit or Ioss, or where they arise
from the initial accoıınting for a business combination. in the case of a business combination, the tax
effect 15 taken into account in calculating goodwill or determining the excess of the acquirer’s interest
in the net fair vaiue of the acquiree’s identifıabie assets, iiabilities and contingent iiabiiities over cost.

3.9 Financial assets and Iiabilities

3.9.1 Fiııcuıciat Asseis

Ali financial assets are initially measured at fair vaiue, pius transaction costs.

Financial assets are classifıed into the foliowing specifled categories: fınancial assets as at fair value
through proüt or ioss’ (FVTPL), available-for-saie’ (AFS) fınancial assets and ‘loans and receivablest.
The ciassiflcation depends on the nature and purpose of the fınancial assets and is determined at the
time of initial recognition.

Effecıive inıerest ınethod

The effective interest method is a method of calculating the amortized cost of a fınancial asset and of
allocating interest income over the reievant period. The effective interest rate is the rate that exactlv
discounts estimated future cash receipts through the expected life of the financial asset. or. where
appropriate. a shorter period to the net carrving amount on initial recognition.

income 15 recognized on an effective interest basis for debt instnırnents other than those fınanciai
assets designated as at FVTPL.

Financial assets al FVTPL

Financial assets at fair value through profıt or Ioss are fınancial assets heid For trading and fınancial
assets designated under this catcgory upon inirial recognition. A fınancial asset is classifled in this
caıegoıy if acquired principaliy for the purpose of selling in the short-term or achieved more relevant
accounting measurement. Derivatives are aiso categorized as heid for trading unless they are
designated as hedges.
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NUROL YATIRIM BANKASI ANONİM ŞiRKETi

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
AS OF AND FOR THE NINE MONTU PERIOD ENDED 30 SEPTEMBER 2016
(Currenev — in thousanc/s of Tarkish Lira)

3. Significant accounting policies (continued)

Availabk for çak (luanda! assets

Quoted equity investments and quoted certain debt securities heid by the Bank that are traded in an
active market are classifıed as being available-for-sale fınancial assets and are stated at fair value. The
unquoted equity investments that are not traded in an active market but are aiso ciassifıed as available
for-sale fınancial assets are stated at cost since their value cannot be reliabiy measııred. Gains and
losses arising from changes in fair value are recognized in other comprehensive income and
accumulated in the investments revaluation reserve with the exception of impairment losses, interest
caiculated using the effective interest method, and foreign exchange gains and losses on monetaıy
assets, which are recognized in profıt or Ioss. Where the investment is disposed of or is determined tü

be impaired, the cumulative gam or ioss previousiy accumuiated in the investments revaluation reserve
is reclassifıed to profit or loss.

Dividends on avaiiabie for sale equiw instruments are recognized in profıt and loss when the Bank has
the right to receive any payment.

The fair value ofavailable for sale monetary assets denominated in a foreign currency is determined in
that foreign currency and translated at the prevaihing exchange rate at the reponing date. The change in
fair value attributable to transiation differences that result from a change in amortized cost of the asset
is recognized in profıt or loss, and other changes are recognized in equity.

Due fronı banks and loam and advances to customers

Due from banks and Ioans and advances to customers are non-derivative fınancial assets with flxed or
determinable payments that are not quoted in an active market and that the Rank does not intend tü seli
immediateiy or in the near term.

When the Bank is the lessor in a hease agreement that transfers substancialiy alI of the risks and
rewards incidental tü ownership of an asset tü the lessee, the arrangement is classifıed as a fınance
lease and a receivabie equal to the net investment in the iease is recognised and presented within loans
and advances.

When the Bank purchases a fınancial asset and simuitaneously enters into an agreement to reseil the
asset (or a substantialiy similar asset) at a fıxed price on a future date (“reverse repo or stock
borrowing”), the arrangement is accounted for as amounts due from banks. and the underiying asset is
not recognised in the Bank’s financial statements.

Due from banks and ioans and advances to customers are initialiy measured at fair value plus
incremental direct transaction costs, and subsequentiy measured nt İheir amortised cost using the
effective interest method.

Jmpairment of (inanckıl assets

Financial assets, other than those at fair value through profit or ioss are subject to irnpairment testing
nt each balance sheet date to determine whether there is any indication of impairment of fınanciah asset
or fınanciah asset group. An entity shall assess at each balance sheet date whether there is any
objective evidence that a financial asset or group of ünancial assets is impaired. A fınancial asset or
group of fınanciah assets is impaired and impairment losses are incurred , if and oniy if , there is
objective evidence of impairment as a result of one or more events that occurred after the initial
recognition of the asset and that loss event or events has an impact on Ihe estimated future cash flows
of the fınancial asset or group of fınancial assets that can be reliabiy estimated. For ioans and
receivabies, the amount of impairment is the difference between the asset’s cnrıying amount and the
present vahue of estimated Future cash flows discounted at the original effective interest rate.
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NUROL YATIRIM BANKASI ANONİM ŞİRKETİ

NOTES TO THE CONDENSED INTEİUM FINANCIAL STATEMENTS
AS OF AND FOR THE NINE MONTH PERIOD ENDED 30 SEPTEMBER 2016
(üırrencv -1,1 ıhousands of Turkish Lira)

3. Significant accounting policies (continucd)

The carıying amount of the financial asset is reduced through the use of an allowance account.
Changes in allowance accounts are recognized in profıt or Ioss.

With the exception of avaiiable for sale equity instruments, if, in a subsequent period the amount of
the impairment loss decreases and the decrease can be related objectively to an event occurring after
the impairment was recognized, the previously recognized impairment oss is reversed through profit
or hoss to the extent the carıying amount of the investment at the date the impairment k reversed
does not exceed what the amortized cost would have been had the impairment not been recognized.
Increase in fair value of available for sale fınancial assets subsequent to impairment is recognized in
directly in equity.

Reyossesseci asseis

As part of its treatment of defaulted Ioans and gııarantees, the Bank in a number of cases takes over
assets as security for such exposures. Upon repossession the assets are valued at their presumed
realisable value. Any deviation from the carıying value of a defaulted or wriften down exposure upon
takeover is classifıed as a ban write-down. Repossessed assets are carried according to type. Upon
final disposal, the deviation from carıying value is entered in profit or boss based on the asset’s type in
the accounts.

Cash and cash epulvalenıs

Cash and cash equivalents comprise cash on hand and demand deposits and other short-term highly
hiquid investments which their maturities are three months or hess from date of acquisition and that are
readiiy convertible to a known amount of cash and are subject to an insignifıcant risk of changes in
value.
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NUROL YATIRIM BANKASI ANONİM ŞİRKETİ

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
AS OF AND FOR THE NINE MONTH PERİOD ENDED 30 SEPTEMBER 2016
(Currencv - in (housa3ds of Turkish Lira)

3. Signifıcant accounting policies (continucd)

Derecoyilı/on offınancial assets

The Bank derecognizes a fınancial asset oniy when the contractuai rights to the cash flows from the
asset expire, or when it transfers the fınancial asset and substantialiy ali the risks and rewards of
ownership of the asset to another entity. If the Bank neither transfers nor retains substantially ali the
risks and rewards of ownership and continues to controi the transferred asset, the Bank recognizes its
retaiııed interest in the asset and an associated Iiabiiitv for amounts it may have to pay. If the Bank
retains substantiaily ali the risks and rewards of ownership of a transferred fınancial asset, the Bank
continnes to recognize the fınancial asset and also recognizes a collateralized borrowing for the
proceeds received.

3.9.2 Financial Liabilities

Financial liabilities and equitv instnjments issued by the Bank are ciassifled according 10 the substance
of the contractual arrangements entered into and the defınitions of a Fınancial liability and an equity
instrument. An equity instmment 15 any contract that evidences ü residuai interest in the assets of the
Bank after deducting ali of its liabihties. The accounting policies adopted for specifıc fınancial
liabilities and equity instruments are set out beiow.

Financiai iiabilities are elassifled as either fınancial liabilities at FVTPL or other fınanciai iiabilities.

Financial liabilities at (air vahte ıhrouzh prof!! ot loss

Financial iiabiilties are classifıed as at FVTPL where the fınancial liability is either held for trading or
it is designated as at FVTPL. Financial liabilities at FVTPL are stated at fair vaiue. with any resultant
gam or ioss recognized in profit or loss. The net gam or loss recognized in proflt or ioss incorporates
any interest paid on the financiai liability.

Oılıer financial liahilities

Other ünancial liabiiities. including funds borrowed, are initialiy measured at fair vaiue, net of
transaction costs.

Other fınancial liabiiities are subsequentiy measured at amortized cost using the effective interest
method plus the interest expense recognized on an effective yieid basis.
Deposiis, fınzds horroı’ed tıııI <leh! securi!ies tssued

The Bank is not entitled to coliect deposits. Current accounts of ban customers and funds borrowed
are the Bank’s sources of debt funding.

Currcnt accounts of ban custorners and funds borrowed are initiaily measured at fair vaiue plus
incrementai direct transaction costs, and subsequently measured at their amortised cost using the
effective interest method.

Derecognition offinancial liahiliıies

The Bank derecognizes fınancial liabilities wlıen, and only when, the Bank’s obiigations are
discharged, canceiled or they expire.
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NUROL YATIRIM BANKASI ANONİM ŞiRKETİ

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
AS OF AND FOR THE NINE MONTH PERIOD ENDED 30 SEPTEMBER 2016
(Currencv - in thousands of Turkish Lira)

3. Significant accounting policies (continued)

Derivative financial insirumenis

Derivative fınancial instruments are initialiy recognised at fair value on the date which a derivative
contract is entered into and subsequently remeasured at fair value. Any gains or losses arising from
changes in fair value of derivatives that do not qualif’ for hedge accounting are recognised in profıt or
loss.

Fair values are obtained from quoted market prices in active markets, ineluding recent market
transactions, to the extent publiciy available, and valuation techniques, including discounted cash flow
modeis and options pricing modeis as appropriate. Ali derivatives are carried as assets when fair value
is positive and as liabiiities when fair value is negative.

3.10 Property and equipment

Property and equipment are carried at cost iess accumuiated depreciation and any accumulated
impairment losses.

Depreciation is charged so as to write off the cost or valuation of assets, over their estimated useful
lives, using the straight-iine method. The estimated useful lives, residual vaiues and depreciation
method are reviewed at each year end, with the effect of any changes in estimate accounted for on a
prospective basis.

Assets held under finance leases are depreciated over their expected useful lives on the same basis as
owned assets. However, when there is no reasonable certainty that ownership wilil be obtained by the
end of the lease term, assets are depreciated over the shorter of the lease term and their usefui lives.

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

3.11 Intangible assets

intangible assets acquired separateiy are reported at cost İess accumuiated amortization and
accumulated impairment losses. Amortization is charged on a straight-line basis over their estimated
useful lives. The estimated useful life and amortization method are reviewed at the end of each annuai
reporting period, with the effect of any changes in estimate being accounted for ona prospective basis.
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NOTES TO THE CONDENSED INTERIM FINANCİAL STATEMENTS
AS OF AND FOR THE NINE MONTH PERİOD ENDED 30 SEPTEMBER 2016
<‘Currencv - bi thousands of Turkish Lira)

3. Significant aceounting policies (continucd)

Computer sofnvare

Acquired computer software licenses are capitalized on the basis of the costs incurred to acquire and
bring to use the specifıc somvare. These costs are amortized over their estimated useful lives (three to
five years).

Costs associated with developing or maintaining coınputer software programmes are recognized as an
expense as incurred. Costs that are directly associated with the development of identifiable and unique
software products controlled by the Bank, and that wilI probably generate economic benefıts
exceeding costs beyond one year. are recognized as intangible assets. Costs inelude the software
development employee costs and an appropriate portion of relevant overheads.

3.12 Investment properties

lnvestment properties are properties heid to eam rentals and/or for capital appreciation, including
property under construction for such pıırposes. Inveslrnent properties are measured initialiy at cost,
including transaction costs. Subsequent to initial recognition, investment properties are stated ot bir
value.

The Bank’s investment properties are valued by extemal, independent valuation companies on a
periodic basis. The fair values are based on market values, being the estimated amount for which a
property could be exchanged on the date of the valuation between a willing buyer and a willing seller
in an arm’s length transaction. in the absence of available current prices in an active market, the
valuations are based on estimated cash flows expected to be received.
Gains or losses arising from changes in the fair values of investment properties are included in the
profıt or loss in the period in which they arise.

When the use of a property changes such that it is reclassifıed as property, plant and equipment, its fair
value at the date of reclassifıcation becomes its cost for subsequent accounting.

If owner occupied property becomes an investınent property, the Bank accounts for such property in
accordance wiih the policy stated under property, plant and equipment up to the date of change in use.

An investment property is derecognized upon disposal or when the investment property is permanentiy
withdrawn frorn use and no future economic benefits are expected from disposal. Any gala or loss
arising on derecognition of the property (calculated as the difterence benveen the net disposal proceeds
and the carrying amount of the asset) is included in profit or loss in the period in which the propeny is
derecognized.
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
AS OF AND FOR THE NINE MONTH PERIOD ENDED 30 SEPTEMBER 2016
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3. Significant accounting policies (eontinued)

3.13 Leases

Leases are ciassifled as fınance leases whenever the terms of the lease transfer substantially ali the
risks and rewards ofownership to the Iessee. Ali other leases are ciassifled as operating leases.

The Bank as lessee

Assets held under finance leases are initially recognized as assets of the Bank at their fair value at the
inception of the iease or. if Iower. at the preseni vaiue of the minimum lease paymenis. The
corresponding Iiabiiit to the lessor is included in the statement of fınancial position asa finance lease
obiigation.

Lease payments are apportioned between fınance expenses and reduction of the leose obligation so as
to achieve a constant rate of interest on the remaining balance of the Iiabiiity. Finonce expenses are
recognized immediateiy in profıt or Ioss. unless they are directly anributable to quaiif1ng assets.

The Bank as lessor

Amounts due from Iessees under finance leases are recognized as receivables at the amount of the
Bank’s net investment in the leases. Finance lease income 15 allocated to accounting periods so as to
reflect a constant periodic rate of retum on the Bank’s net investment outstanding in respect of the
leases.

Rental income from operating leases is recognized ona straight-Iine basis over the term of the reievant
lease. Initial direct costs incurred in negotiating and arranging an operating lease are added to the
canying amount of the leased asset and recognized ona straight-line basis over the lease term.

3.14 Provisions

Provisions are recognized when the Bank has a present obligation asa resuk of a past event, and it k
probable that the Bank wiil be required to settle that obligation. and a reliable estimate can be made of
the amount of the obligarion.

The amount recognized as a provision is the best estimale of the consideration required tü senle the
presenı obligation ot the balance sheet date, taking into account the risks and ııncertainties surrounding
the obligation. Where a provision is measured using the cash flows estimated to senle the present
obligation, its carrying amount k the present value of those cash flows.

When some oralI of the econornic beneflts required to senle a provision are expecled to be recovered
frorn a third party, the receivable is recognized as an asset if it is virtually certain that reimbıırsement
wili be received and the amount of the receivable can be measured reliabiy.
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
AS OF AND FOR THE NINE MONTH PERIOD ENDED 30 SEPTEMBER 2016
(Currencv — in thousands of Turkish Lira)

3. Signifıcant accounting policies (continued)

3.15 Employee benefıts

Termination and retirement benefıts

Under Turkish Iaw and union agreements, Iump sum payments are made to employees retiring or
involuntarily leaving the Bank. Such payments are considered as being part of defıned retirement
benefit plan as per international Accounting Standard No. 19 (revised) “Employee Benefits” (“IAS
19’).

The retirement benefıt obiigation recognized in the balance sheet represents the present value of the
defıned benefit obligation.

Profıt-sharing and bonus plans

The Bank recognizes a provision where contractually obliged or where there k a past practice that has
created a constructive obligation.

3.16 Fiduciaıy assets

Assets held by the Bank in a flduciary, agency or custodian capacity for its customers are not included
in the balance sheet, since such items are not treated as assets of the Bank.

3.17 Use of estimates and judgments

The preparation of the financial statements requires management to make jııdgements, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets,
liabilities, income and expenses. Actual results may differ from these estimates.

Estimates and underiying assıımptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised and in any ftıture periods
affected.
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NOTES TO THE CONDENSED INTERIM FINANCİAL STATEMENTS
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4. Segment reporting

An operating segment is a component of an entity: that engages in business activities from which it
may cam revenues and incur expenses (including revenues and expenses relating to transactions with
otlıer cornponents of the same entity), whose operating results are regulariy reviewed by the entitv’s
clıiefoperating decision maker to make decisions about resources to be allocated to the segment and
assess its performance, and for which discrete ünancial information is available.

The Sank operates in investment, retail and corporate banking. Accordingly, the Bank invests with the
funds provided by using the capital market instruments and provides consultancy services so as to
provide effıcient management and sound Fınajıcial structure to business enterprises.

The Bank provides investment and opemting loans to its commercial and rerail cusiomers and also
provides service packages consisting of Foreign trade operations, investment products, cash
management, financial leasing, factodng, and other banking products.

Major financial statement items according to business lines:
Total operations

30 September 2016 Corporate banldng Other(*) of the Bank
Operating income 43,682 8,355 52,037
Expenses (20,985) - (20,985)
Profit before income tax 22,697 8.355 3 1,052
Income tax income/expense - - (5,023)
Profit from continued operations 17,674 8,355 26,029
Profit for the period 17,764 8,355 26,029
Segment assets 1,200,444 76 1.200,520
Non-distributed Asset - - -

Total assets 1,200,444 76 1,200,520
Segment Iiabilities 1,046,263 - 1,046,263
Shareholders’ eguity - 154,257 154.257
Total Iiabilities 1,046,263 154,257 1,200,520

(9 includes investment, retail and other banking business lines.

Total
operations of

30 September 2015 Corporate banking ther() the Bank
Operating income 39,626 2,041 4 1,667
Other expenses (20,539) - (20,539)
Protit before income tax 19,087 2,041 21,128
Income tax income/expense - - (4,0 15)
l’roflt frorn continued operations 15.071 2.041 17,112

Profit for the period 15,071 2,041 17,1 12
Segment assets 792,3 76 184 792,560
Non-distributed Asset - - -

Total assets 792,376 184 792,560
Segment Iiabilities 672,527 - 672,527
Shareholders’ eguity - 320,033 120,033
Total Iiabilities 672,527 120,033 792,560

(*) includes investment, retail and other banking business lines.

21



NUROL YATIRIM BANKASI ANONiM ŞİRKETİ

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
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5. Cash and cash equivalents

6.

7.

(a) Available for sale debt nstruments nclude government bonds denominated in TL amounting to TL 828 (31
December 2015: TL 1,130), bank bonds amounting to TL 226 (31 December 2015: None) and Eurobonds
amounting to TL 4,837(3! December 2015: None) and the remaining portion amounting to TL 3,689 Thousand
(31 December 2015: TL 3,335 Thousand) consists of private sector bonds.
(b) The Bank holds 15.97% of Nurol Gayrimenkul Yatırım Ortaklığı A.Ş. (“Company”)’s shares as of 30
September 2016 and the investment 15 accounted under available for sale investments, as the Bank has no
significant influence on the Company. As of the balance sheet date the shares are accounted for using the market
price and fair value reserve of TL 26,836 Thousand is accounted under equity (3! December 2015: TL 27,743
Thousand).

30 September 31 December
2016 2015

Cash and balances with central banks 288 179
- Cash on hand 89 159
- Balances with central banks 199 20

Due from banks and fınancial institutions 23,353 106,604
Placemenis at money markets - 62,353

Cash and cash eguivalents in the balance sheet 23,641 169,136

Reserve deposits at Central Bank

30 September 31 December
2016 2015

Turkish Lira 38,132 43,663
Foreign currency 18,799 3,029

56,93 1 46,692

Available for sale investments

30 September 2016 31 December 2015
Effective Effcctive

Amount interest rate Amount interest rate
Available-for-sale investments
at fair value

Debt instruments ta) 9,580 13.35% 4,465 11.83%
Equity instruments — listed (b) 29,053 29,959
Equity instruments—ıınlisted 160 160

Total available-for-sale
investments at fair value 38,793 34,584
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8. Loans and advances to customers

30 September 2016
A mount

Foreign
TL curreney Total

Short-cerm Ioans(**) 583,905 10,220 594,125
Medium and Iong-term loans 222,106 143,250 365,356

Total performing Ioans 806,011 153,370 959,381

Less: Portfolio provision (7,217) - (7,217)

Non-performing Ioans 3 1 - 3 1
Less: Reserve for possible ban losses (3 1) - (3 1)

Total non-performing Ioans (net) - - -

Transferred assets (*) 6,355 - 6,355

Total Ioans, net 805,149 153,470 958,619

Transferred assets cornprise non-perlörming Ioans arnounting 10 TL 9.035. in gross transkned 10 an asset rnanogernent
coınpany under reenue sharing amangeınent in 2015, but have not heen derecogniıed hy the Ihmk as the Bank his
recained suhsiantialiy ali the risLs and rewards of ownership of the transtirred asset. The Rank rctleets such loons at
arnorıızed cosı net of impairment in the siatemenı of financial position.
(**) raeıoring loans aınountinı tü TL 25.601 elassifıed ili short-tcrm loans.

31 December 2015
Ampunt

Foreign
TL currency Total

Finance kase receivables 8,792 - 8,792
Factoring receivables - - -

Shon-term Ioans 208,477 28,764 237,241
Medium and Iong-term Ioans 113.544 69,137 182,681

Total performing loans 330,813 97,901 428,713

Less: Portfolio provision (3,161) - (3,161)

Non-performing hoans 540 - 540
Less: Reserve for possible ban losses (150) - (150)

Totai non-performing loans (net) 390 - 390

Transferred assets 5,768 - 5,768

Total loans, net 333,810 97,901 431,711
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8. Loans and advances to customen (continued)

Movements in non-performing Ioans:

30 30
September September

2016 2015

Reserve at beginning of period 3,3 1 1 1,912

Provision for possible ban losses 4,063 5,486
Reeoveries (126) -

Provision, net of recoveries 3,937 5,486

Resen’e at end of period 7,248 7,398

Loans and advances to customers include the following fınance lease receivables.

30
September 31 December

2016 2015

Gross investment in tinance leases, receivable:
Less than one year - 7,484
Between one and fıve years - 2.38!

- 9,865

Unearned future income on finance leases - (1,073)

Net investment in finance leases - 8,792

The net investment in finance leases comprises:
Less than one year - 6,492
Between one and four years - 2,300

- 8,792

9. Investment Properiy

As of 30 September 2016, the Bank has investment properw amounting to TL 19,920 (31 December
2015: 3,427).

The Company accouııts its investment property under thir value model.

10. Other Assets

The Bank concluded a “Pre-emption agreement” having 2 years term with Alkela over the real estate
property with a value of 24,4 milhion USD on March 28, 2016. The bank recognises the
aforementioned amount in other assets.
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11. Funds borrowed

30 September 2016 31 December 2015
Foreign Foreign

TL curreney Total TL currency Total
Funds borrowed 27.201 154,998 182,199 40,53! 120,292 160,823
Payables to money market 33,022 - 33,022
Obligations under repurchase
agreements 441 - 441 727 - 727

60,664 154,998 215,662 41,258 120,292 161,550

The effective interest rate for funds borrowed denominated in USD is 0,3% (31 December 2015 —

1.74%), in EUR is 3,56% (31 December 2015— 3.45%) and in TL is 10.01% (3! December 2015—
10.36 %).

The Bank has not had any defaults of principal, interest or redemption amoıınts or other breaches of
ban covenants as at 30 September 2016(31 December 2015 — None).

12. Debt securitles issued

The Bank has issued bonds on July 15, 2016 with a nominal value of TL 50,000, interest rate of
10.80% and 178 days maturity; on JuIy 28, 2016 with a nominal value ofTL 100.000, interest rate of
11.00%, 117 days maturity; on April 8,2016 with a nominal value ofTL 50.000. interest mte 12.03%
and 179 days maturiiy; on August 16, 2016 with a nominal value ofTL 65,000. interest mte 11.50%
and 178 days maturity; on August 26, 2016 with a nominal value ofTL 60,000, interest mte 11.25%
and fl8 days maturiN and on September 2. 2016 with a nominal value of TL 3,000 , interest rate
11.75% and 483 days maturity.

30 September 2016 31 December 2015
Foreign Foreign

TL currency Total TL currency Total
Bonds 398,873 - 398,873 382,400 - 382,400

398,873 - 398,873 382,400 - 382,400

13. Subordinated debts

30 September 2016 31 December 2015
Foreign Foreign

TL currency Total TL currency Total
Bonds (*)

- 29.725 29.725 - - -

29,725 29,725 - - -

Bank has issued Eurobond on March 3!, 2016 with a nominal value of USÜ 10.000.000. 10 years
and tixed nterest rate of 10% .having a coupon payments every six months (December 31, 2015:

(*) The
maturitv
None).
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14. Other Iiabilities

15.

16. Taxation

The Bank is subject tü taxation in accordance with the tax procedures and
Turkey.

the legislation effective in

in Turkey. corporate tax rate 15 20%. The İax legislation provides for a temporan’ tax of 20% to be
caiculated and paid based on eamings generated for each quarter. The amounts which are calculated
and paid are offset against the final corporate tax iiabihity for the year.

Corporate tax losses can be carried fonvard for a maximum period of five vears fohiowing the year in
which the losses were incurred. The tax authorities can inspect tax rewrns and the related accounting
records for a retrospective maximum period of fıve years. Corporate tax returns are required to be filed
by the twenty-fifth day of the fourth month following the year-end baiance sheet date and taxes must
be paid in one instairnent by the end of the fourth month.

Income tax recognised in the income statement

The components of income tax expense as stated below

30 30
September September

2016 2015
Current tax

Current income tax (7,920) (4.791)
Deferred income / (expense) tax

Relating to origination and reversal of ternporary differences 2,897 776

Income tax expense reported in the income statement (5,023) (4,015)

30 September 31 December
2016 2015

Cash coliaterais (*) 364,230 21,405
Taxes and funds payable 1 ,65 1 1 ,3 81
Others 28,594 12,252

394,475 35,038

(*) The balance includes cash collaterais received for the derivative transactions made with the corporatc customers.

Provisions

30 September 31 December
2016 2015

Provision for non -cash Ioans 906 1,029
Employee termination benefıts 664 685
Unused vacation accruai 5 15 460
Provision for lawsuits 407 450
Bonus accruai 750 1,000
Other - 16

3,242 3,640
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16. Taxation (continued)

Recondiliation of effective tax rate

Reconciliation between tax expense and the accounting profit multipiled by the statutoıy income fax
rate for the years ended 30 September 2016 and 30 September 2015 is as follows:

30 30
September September

2016 2015
Profit before income tax 26,029 1 7,! 1 2

Income tax using the domestic corporate tax rate 20% (5,206) (3,422)
Disallowable expenses 811 (593)
Other (628) -

Total income tax expense in the profit or Ioss (5,023) (4,015)

Movement of net deferred fax assets can be presented as fo!Iows:

30 30
September September

2016 2015
Deferred tax assets / (Iiability), net at 1 January (4,119) (657)
Deferred tax recognised in the profit or Ioss 2,897 776
Deferred income tax recognised in other comprehensive income 47 825

Deferred tax assets/(Iiabilities), net at end of September (1,175) 944

Deferred tax assets and Iiabilities

Deferred tax assets and liabilities are attribuiable to the fol!owing:

30 September 2016 31 December 2015
Assets Liabllities Net Assets Liabilities Net

Liability for employee
beneflts 386 - 386 229 - 229
Vajuation of available

forsale financial assets - (1,328) (1,328) - (1,388) (1,388)
Economic life property and
equipment - (62) (62) - (60) (60)
Derivatives

- ( 1 ,244) ( 1 ,244) - (4,5 1 8) (4,5 1 8)
Prepaid commissions - - - 1,248 - 1,248
Other 1,443 (370) 1,073 568 (198) 370

1,829 (3,004) (1,175) 2,045 (6,164) (4,119)
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17. Commitmcnts and contingencies

in the normal course of business, the Bank enters into a number ofcontractual commitments on behaif
of its customers and is a partv to Fınancial instrumenıs with off-balance sheet risk to meet the
financing needs of its customers. These contractual commitments consist of commitments to extend
credit commercial lerters of credit and standby letters of credit and guarantees. Commitments to
extend credit are agreements to Iend to a customer as long as ihere is no violation of the conditions
established in the contract. Commercial Ietters of eredit ensure payment by a bank to a third party for ü

customer’s foreign Dr domestic trade transactions, generally to finance a commercial contraet for İhe
shipment of goods.

Standby Ietters of credit and financial guarantees are conditional commitments issued by the Bank to
guarantee the performance of a customer to a third party. Ali of these arrangements are related to the
normal lending activities of the Bank. The Bank’s exposure to credit ioss in the event of non
performance by the other party to the fınancial instrument for commitments to extend credit and
commercial and standby Ietters of credit is represented by the contractual notional amount of those
instruments. The Bank uses the same credit policies in making commitments and conditional
obligations as it does for on-balance-sheet instruments.

As at 30 September 2016; commitments and contingencies comprised the following:

30 September 31 December
2016 2015

Leuers of guarantee 349.957 260,755
Bank acceptance 55,507 5.73!
Leners of credit 11,736 3,025
Other commitments 850 235
Total 418,050 269,746

18. Share capital and reservcs

Share capital

As at 30 September 2016 and 31 December 2015, the composition ofsharelıolders and their respective
percentage of ownership are summarised as foilows:

30 September 2016 31 December 2015
Amount % Amount %

Nurol Holding A.Ş. 35.171 78 35.171 78
Nurol inşaat ve Tie. A.Ş. 7,1 82 16 7,182 16
Nıırol Otelcilik ve Turizm İşletnıeciliği A.. 397 1 397 1
Others 2,250 5 2,250 5

Total 45.000 45,000

As at 30 September 2016 and 31 Decernber 2015, the nuthorised share capital comprised of 45.000
ordinary shares having a par value of TL fiili 1,000. Ali issued shares are paid.
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19. Net interest income

20.

30 September 2016 30 September 2015
Interest income
Loans and advances to customers 93.438 56.754
Deposits with banks and other financial institutions 1,269 .376
Held for trading and available for sale investments 1.847 h926
Financial leases 26 1.073
Other 310 458

96,890 61,587

Interest expense
Funds borrowed 4,200 2,747
Debt securitles issued 34,750 23,931
Interbank funds borrowed 1,473 1,648

40,423 28,326

Net interest income 56,467 33,261

Net fee and commission income

30 September 2016 30 September 2015
Fee and commission income
Non-cash Ioans 3,640 3,827
Other (t) 8,406 6,507
Total fee and commission income 12,046 10,334

(1 Right ta purchase, which k calculated with respect ta real estate right ta purchase agreement concluded with Alkela, is recagnized as revenue
through rediscaunting the premium amaunt.

Fee and commission expense
Non-cash loans 511 375
Other 2.283 2,129
Total fee and commission expense 2,794 2504

Net fee and commission income 9,252 7,830
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21. Net trading income/loss

22.

23.

24.

30 September 2016 30 September 2015
Gam / (Ioss) on foreign exchange rate fluctuations 1,523 (15,477)
Gam / (Ioss) from securities 1,121 1,116
Gam / (Ioss) on derivatives (24,636) 10,593

Total (21,992) (3,768)

Other operating income

30 September 2016 30 September 2015
Reversal of provision 273 4,290
Fair value gam on investment properties(t) 6.964 -

Other 1,073 54
8,310 4344

() The Bank has gainod real estate rcvaleaıion income over the real esıaıc hııcIı in passed into tito owncrslııp of hc Bank bccauso of tito ban debe.

Personnel expenses

30 September 2016 30 September 2015

Wages and salaries 6.703 6,3 1 8
Compulsory social security obligations 604 454
Otherbeneflts 439 513

Total 7,746 7,285

Administrative expenses

30 September 2016 30 Septemher 2015

Nurol Holding re-charges 3.092 2,273
Taxes and duties expenses 733 658
Rentexpenses 721 608
Audit and advisory expenses 546 465
Computer expenses 556 496
Telecommunication expenses 490 357
Transporlation expenses 95 94
Maintenance expenses 136 106
1 losting expenses 1 8 1 146
Advertising expenses 6 6
Notaiy expenses - -

Other various administrative expenses 1.282 1,745

Total 7,838 6,954
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25. Financial risk management objectives and pulicies

a) Introduction and overview

The Bank has exposure to the following risks from fınancial instruments:

credit risk

• market risks

This note presents information about the Bank’s exposure to each of the above risks, the Bank’s
objectives, policies and processes for measuring and managing risk, and the Bank’s management of
capital.

Risk manageıneıuframework

The Bank’s risk approach is to achieve sound and sustainable low risk profile, through the
identification, the measurement and the monitoring of alt types of risks inherent in the nature of the
business activities. The main principle of the Bank is to manage the credit risk effectively and ta
eliminate the other types of risk by not carrying positions.

in the course of its normal opemtions, the Bank is exposed to a ntımber of risks such as credit risk,
liquidiw risk, market risk and opemtional risk, The Bank’s risk poiicy can be summarised as:

• veII managing the eredit risk through a high standardised credit risk management

• eliminating iiquidity risk

• minimising market risk

in accordance with the flank’s general risk management stmtegy; the Bank aims to eliminate and
hedge its currency, interest rate and maturity pasitions that might create liquidity or market risk to the
Bank. Additionally, in order to minimise the market risk, marketable securities portfolio is iimited
proportional to the totai assets size.

Board of Directors is the highest authority to set alI risk management guidelines, and it is responsible
for ensuring that the Bank implements alI necessaıy risk management techniques in compliance with
the related regulatoıy requirements in Turkey.

Ali risk levels are set and approved by the Board of Directors on a regulariy basis, and it is announced
to the organization.

The Bank manages its exposure ta alI types of risks through the Asset and Liabilitş Committee,
comprising members of senior management, anda representative of main shareholder.

in summary. in order not to be exposed ta any hquidity, interest rate, market and foreign cunency risk.
the Bank always keeps its funding structure in line with the asset structure (in terms of currency.
maturity and interest rate) and hedges its positions through various derivative transacrions, in addition
to that. the Bank does not take an>’ speculative positions on cureney. interest mte and maturity that
rnight create any liquidity or market risk to the Bank.
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25. Financial risk management objectives and policies (continned)

b) Crcdit risk

Credit risk represents the risk arising from the counter party’s not fulflhling its responsibilities stated in
the agreement either partialiy or totally. Credit Risk Management Committee is responsible for
managing eredit risk at the Bank.

Total amount of credits granted to a group is subject to certain credit risk limits. According to the
decision taken by the Board of Directors; the maximum amount of the ban to be granted to a group
(cash and non-cash) k limited with the calculation of certain percentages of the shareholders’ equity
based on the rating of the group. Furthermore, concentration risk is monitored on monthly basis in
terms of industry, rating by risk group and customer.

The credibility of the debtors of the Bank is assessed periodicaliy. Loan Iimits of the ban customers
are revised periodicaliy in line with the Bank’s procedures. The Bank anaiyses the credibility of the
Ioans within the framework of its ban policies and obtains collaterals for Ioans and other receivables.

The restructured and rescheduled loans are evaluated in the Bank’s current rating system besides the
folbow up method determined in the related regulation.

Credit risk by risk oups

Individual Corporate Leasing Total

30 September 2016
Performing Ioans 76 932,855 - 932,93 1
Factoring Ioans - 25,601 - 25,601
Loans underclose monitoring - 949 - 949
Non-performing loans - 31 - 31
Gross 76 959,436 - 959,512
Transferred asset - 6,355 - 6,355
Reserve for possible ban bosses - (31) - (31)
Collective impairment - (7,217) - (7,217)
Total 76 958,543 - 958,619

31 Decemher 2015
Performing loans 201 419,721 8,792 428,714
Loans under close monitoring - - - -

Non-performing Ioans 24 5 1 6 - 540
Gross 225 420,237 8,792 429,254
Transferred asset - 5,768 - 5,768
Reserve for possible ban losses (24) (126) - (150)
Collective impairment - (3,16!) - (3,161)
Total 201 422,718 8,792 431,711
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25. Financial risk management objectivcs and policics (continucd)

b) Credit risk (eontinued)

Exposure 10 credft risk

Loans and advances to
Due from hanks customen

30 31 30 31
September December September December

Notes 2016 2015 2016 2015

Carrying amount 61,485 212,620 958,619 431,711

Individualiy impaired
- Non-performing financial assets - - 31 540
Gross amount - - 31 540
Reserve for possible ban losses 8 - - (31) (150)
Collective impairment - - (7,217) (3,161)
Carrying amount - - (7,217) (2,771)

Past due but not impaired - - - -

Carrying amount - - - -

Neither past due nor impaired 61,485 2 12,620 910,072 421,855
Carrying amount 61,485 212,620 910,072 421,855

Restructured and rescheduled -

- 55 764 12 627Ioans and other receıvables
Carrying amount - - 55,764 12,627

Carrying amount (amortised
61,485 212,620 958,619 431,711cost)

Jınpairecl loons and advances

Individualiy impaired Ioans are loans and advances for which the Bank determines that there is
objective evidence of impairment and it does not expect 10 collect alI principal and interest due
according tü the contractual temıs of the ban.

Past <lue but not iınpaired loans

[‘ast due but not impaired Ioans are those for whicbı contractual interest or principal paments are past
due. but the Bank believes that impairment is not appropriate on the basis of the level of security /
collateral available and / ot the stage of collection of amounts owed tü the Bank.
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25. Finaııcial risk management objcctives and policies (continued)

b) Crcdit risk (continued)

Exposure 10 crediı risk (continued}

Reserve for possible ban losses

The Bank establishes an allowance for impairment losses that represents its estimate of incurred losses
in its ban portfolio.

The Bank establishes an albowance for impainııent bosses on assets carried at amortised cost that
represents its estimate of incurred losses in its ban portfolio.

Write-ojpoİicy

The Bank writes off a ban balance and any related ablowances for impairment bosses, vhen Bank
position such that the borrower can no longer pay the obligation, or that proceeds from coblateral wili
not suffıcient to pay back the entire exposure.

Collaterul policv

The Bank holds collateral against boans and advances to customers in the form of moıtgage interests
over property, other registered securities over assets, and guarantees. Estimates of fair value are based
on the value ofcollateral assessed at the time of borrowing, and generaliy are not updated except when
a ban is individualiy assessed as impaired. Collateral generabiy is not heid over due from banks,
except when securities are heid as part of reverse repurehase and securities borrowing activity.
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25. Financial risk management objectives and policics (continued)

1,) Credit risk (eontinued)

Colkueral policy (conhinned)

The breakdown of performing cash and non-cash Ioans and advances to customers by type of
collateral 15 as follows:

Cash Ioans 30 September 2016 31 December 2015

Secured cash loans 879,832 360,892
Secured bi’ cash collaıeral 76.214 60,208
3rdparG guaranıces 337, 764 131,504
Secured bi’ mortgages 54,403 93,787
Secured by cusıomer cheques acs 211, 913 15. 019
Leasing - 8.450
Vehicle pİedge 63,053 19,346
Marketable securihles -

Assignmenı ofreceivables 135,385 31,5 78
Non-secured cash loans 60,061 60.358
Accrued interest income on Ioans 1 8,726 7.464

Total performing cash Ioans 958,619 428,714

Non-cash Ioans<’ 30 September 2016 31 December 2015

Secured non-caslı Ioans 169,096 160.641
Personal guaranıees 169, 082 158,881
Secured by cash collaıeral 14 14
Assigmeıı ofreceivables - 246
Secured bi’ cusıoıner cheques St acts - 1,500

Non-secured non cash Ioans 180.861 100.114
Total non-cash Ioans 349,957 260,755

Olhcr commitmcnts, Icttcrs of credit and bank neceplances are not includcd.

[‘air value ıhrough proflı or loss FV7’PL)

At 30 September 2016, the Bank has financial assets at FVTPL amounting to TL 8,410 Tlıousand (31
December 2015— TL 23,049 Thousand). An analysis of ilie credit quality of the maximum credit
exposure is as follows:

Nale 30 September 2016 31 Deccmbcr 2015

Derivatives 7 8,410 23,049

Fair value and carrying amount 8,410 23,049
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25. Financial risk management objectives and policies (continued)

c) Capital management

BRSA, the regulatory body of the banking industry, sets and monitors capital requirements for the
Bank; BRSA requires the banks ro maintain a preseribed ratio of minimum 8% of total capital to total
risk-weighted assets.

The Bank’s regulatory capital is analysed into two tiers:

• Tier 1 capital, capital is composed of the total amount of paid up capital, legal, voluntaıy and exlra
reserves, proflts for the period afler tax provisions and profıts for previous years. The total amount
of banks’ losses for the period and losses for previous years 15 taken into account as a deduction
item, in the calculation of Tier 1 capital.

• Tier 2 capital, k composed of the total amount of general provisions for credits, flxed assets
revaluation fund, revaluation of available-for-sale Fınancial assets and equity investments,
subordinated Ioans received, free reserves set aside for contingencies and the fund for increase in
the value of securities.

Risk-weighted assets are determined according to speciFıed reqııirements that seek to retlect the
vaning leveis of risk auached to assets and offbalance sheet exposures. Operational risk capital
requirement is calculated using Basic Indicator Approach and included in the capital adequacy
calculations.

The Bank’s policy S 10 maintain a strong capital base so as to maintain investor, creditor and market
confidence and to sustain future development of the business.

The Bank and its individualiy regulated operations have complied with extemally imposed capital
requirements througlıout the period.

There have been no material changes in the Bank’s management of capital during the period.

The Bank’s capital position in accordance with BRSA regulations 15 as follows:

30 September 31 December
2016 2015

Amount subject to credit risk (1) 1,024,197 518,975
Amount subject to market risk (11) 17,704 44,288
Amount subject to operational risk (111) 64,002 42,1 62
Total risk-weighted assets and valuc al market risk and
operational risk (IV) = (1+11+11) 1,105,903 605,425

Shareholders’ equity:
Tier 1 capital 142.01 1 125.414
Tier 2 capital 42,806 5,727
Total regulaton capital 184,817 131,141

Capital adequacy ratio 16.71% 21.66%
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25. Financial risk management objeetives and policies (continued)

d) Fair values

Fair values of remaining financial assets and liabilities carried at cost, ineluding cash and cash
eqııivalents, reserve deposits at Central Bank, current account of ban customers and funds borrowed
are considered to approximate their respective carrying values due to their short-term nature.

The Bank measures fair values using the following fair value hierarchy that reflects the signiflcance of
the inputs used in making the measurements.

Level 1: Quoted market price (unadjusted) in an active market For idernicai instrument.

Level 2: Valuation techniques based on observabie inpuıs. either directly (i.e., as prices) or indirectly
(i.e., derived from prices). This category includes insiruments using valuation techniques where oli
signifıcant inputs are directly or indirectly obsenabbe from market dam.

Level 3: Vaiuation techniques using signiflcant unobsenable inputs. This category ineludes alI
instruments where the valuation technique includes inpuıs not based on obsen’abie data and the
unobservable inputs have a signiflcant etTect on the instrument’5 valuation.

Fair values of financial assets and fınancial liabilities that are traded in active markets are based on
quoted market prices or dealer price quotations. For ali other financial instruments, the Bank
determines fair values using valuation techniques.

Valuation techniques include net present value and discounted cash flow modeis. Assumptions and
inputs used in valuation techniques inciude risk-free and benchmark interest rates. The objective of
valuation techniques is to arrive at a fair value determination that reflects the price of the financial
instrument at the reporting date that would have been determined by market participants ncting at
arm’s length.

The Bank uses wideiy recognised valuation models For determining the fair vaiue of common and
more simple fınancial instmments. iike forwards and currency swaps, that use only observable market
data and require iiule managementjudgement and estimation. Observable pdces and model inputs are
usually available in the market for listed debt securities. Availability of obsen’able market prices and
model inputs reduces the need for management judgement and estimation and also reduces the
uncertainty associated with determination of fair values. Avaibabiiity of observable market prices and
inputs varies depending on the products and markets and is prone to changes based on specifıc events
and general conditions in the financial markets. This tabie beiow analyses fınancial instruments
measured nt fair value nt the end of the reporting period, by the ievel in the fair vaiue hierarchy into
which the fair value measurement 15 categorised:

30 September 2016 NeYe Levei 1 Level 2 Level 3 Total

Derivative financiai assets - 8.410 - 8,4 10
Available for saie investments 7 38,793 - - 38,793
Derivative financial liabiiities - (2,191) - (2,191)
lnvestment property 73,210 73,2 10

38,793 6,219 73,210 118,222

31 December 2015 NeYe Level 1 Level 2 Level 3 Total

Derivative fınancial assets - 23,049 - 23,049
Available For saie investments 7 34,584 - - 34,584
Derivative financiai liabiiities - (457) - (457)

34,584 22,592 - 57,176
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25. Financial risk management objectives and policies (continued)

e) Market risk

Market risk is the risk ıhat changes in market prices such as interest mte. equity prices. foreign
exchange rates and credit spreads ‘vii! affect the Bank’s income or the va!ue of its holdings of
financial instmments.

The Board of Directors of the Bank determines the risk iimits for primaıy risks carried by the Bank
and periodicaliy revises these limits. For the purpose of hedging market risk, the Bank primariiy aims
to balance the foreign currency position. collateralise the loans and manage liquidity.

The market risk arising from tmding portfolio is monitored, measured and reported using Standardised
Approach to the legal legislation. The monthly market risk report and the weeklv currency risk reports
prepared are reported to BRSA.

Currenuv risk

The Bank takes on exposure to effects of fluctuations in the prevailing foreign currency exchange rates
on its financial position and cash flows. Foreign currency risk indicates the possibility of the potential
losses that the Bank is subject to due to the exchange rate movements in the market.

Position limit of the Bank related with currency risk is determined according to Foreign Ctırrency Net
Position Standard ratio determined by BRSA.

The concentrations ofassets, Iiabi!ities and off balance sheet items are as fol!ows:

USD Euro JPY Others Total

2016
Assets
Cash and cash equivalents 1,015 2,618 - 87 3,720
Reserve deposits at Central Bank 1.938 11.016 - 18.994
Loans and advances to customers 52.269 101.201 - 153.170
Available for sale investments 4.837 - - - 4.837
Other assets 77.434 33 . - 77,447

Total asseis 130,383 117,898 - 87 258.368

Liabilities
Funds bonowed 29.718 125.250 - . 154.99%
Subordinated debts 29.725 - - . 29.725
Other iiabilities 6.592 363.791 - 37fl.3%3

Total liabilitles 66.065 489,041 - - 555,106

Gross exposure 74,418 (371,143) - 87 (296,638)
ofr-baıance sheet position
Net notional amount orderivatives (72.071) 371.414 . - 299.343

Net exposure 2.337 271 - 87 2,705
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25. Financial risk ınanagement objectives and policics (continucd)

e) Market risk (continued)

Curreney risk (‘conhinıted)

USD Euro JPY Others Total

2015
Assets
Cash and cash equivalents 2.692 85.754 - 54 88.50<)

Reserve deposits at Central Bank - 3.112 - - 3.112
Loans and advances to customers 33.566 64.335 - - 97,901
Available for sale investments - - . - -

Other assets 58 - - - 58

Total asscts 36316 153.201 - 54 189,571

Liabilities
Funds borrowed 11.496 108.796 - - 120.292
Other liabilitles 12.977 777 - - 13.754

Total Iiabilities 24.473 109.573 - - 133,036

Gross exposure 11.843 43.628 - 54 55525

Off-halance sheet position
Net notional amount ofderivatives (11,367) (43.251) . (54.618)

Net exposure 476 377 . 54 907

lıtteresı raic risk

Interest rate risk that would arise from the clıanges in interest rates depending on the Banks position is
managed by the Asset and Liability Committee of the Bank.

Interest rate sensitivity ofassets, liabilities and offbalance sheet items 15 anaiysed by top managemeni
in the Asset and Liabilitş Committee meetings heid even’ week by taking the market developments
into consideration.

The Managernent of the Bank follows the interest rates in the nıarket on a daily basis and revises
interest rates of the Bank when necessaiy.
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25. Financial risk management objcctives and policies (continued)

e) Market risk (continued)

Interest rale risk ı’continııed)

The following table indicates the periods in which financial assets and Iiabilities reprice as of 30
September 2016 and 31 December 2015:

Marc Non
Less than 1 1-3 3-12 than 5 intcrcst

month months manths 1-5 years years bearinE Tabii

As at 30 September 2016

Assets

Cash and cash equivaicnts 20.176 - - - - 3.165 23,641

Reserve dcposits al Central Rank 18,799 - - - - 38.132 56,931

FVTPL inveslmenls 7.279 1,129 2 - - - 8,410

Availahle for sale invesLments 2,673 2.669 1.016 - 3,224 29.211 38,793

Loans and advanccs to customers 387,904 1 1 8.752 172.652 240.495 38,816 - 958,619

Otherasscls - - - - - 114,126 114,126

Total assets 436,831 122.550 173,670 240,495 42,040 184,934 1,200,520

Liabilitles

Funds borrowed 94,482 27.687 61,930 31,563 - - 215,662

Debt securitjes issued (1) 80,480 148.465 197,034 2,6 19 - - 128,598

Other Iiabiiities(2İ 117,620 202.876 29.227 506 - 206,031 556,260

Tabii Iiabilities 292,582 379.028 288,191 34,688 - 206.031 1,200,520

On balance shcet intercst sensitivity gap 144,249 (256.478) (111,521> 205.807 42,040 (21,097) -

0FF balance shect inlerest sensitivity gap - - — - - - -

Tabii interest sensitivity gap 144.249 (256.478) <114,521) 205,807 42,040 (21.097) -

ineludes suhordinated debts amounting ta TL 29.725

‘Derivalive Fnancial insirumenıs inciude in other Iiabiiities,
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25. Financial risk management objectives and policies (continued)

e) Market risk (continued)

Inıerest rate risk (continned)

Less Marc Non
than 1 1-3 3-12 1-5 than 5 interest
month months months ycars years bcaring Total

As nt 31 Decenıber 2015

Assets
Cash and cash equivalents 166,529 - - - - 2,607 169.136

Reserve deposits al Central Bank - - - - - 46,692 46,692

FVTPL investments 14.353 1,401 7,295 - - - 23,049

Available for sale investments 589 2,747 1,129 - - 30,119 34.584

Loans and advances ta customers 68,998 127,722 104,488 124,345 5,768 390 431,711

Other LSSC1S - - - - - 10.968 10.968

Total assets 250,469 131,870 112,912 124.345 5,768 90,776 716,140

Liabilities

Funds horrowed 49,061 9 1,598 20,891 - - - 16 1,550

Debt securities issued 69.559 73.609 208,488 30.744 - - 382.400

Customer accounts > - - - -
- 4,164 4.164

Other Iiabilities’2> 22,985 - 56 - - 144,985 168,026

Tahıl linbilities i4I,605 165,207 229,435 30,744 - 149.149 716.140

On balance sheet interest sensitivity gap 108,864 (33,337) (1 16,523) 93,601 5,768 (58.373) -

0ff balance sheet interest scnsitivity gap - - — - - — —

Total interest scnsitivity gap 108,864 (33,337) (116,523) 93,601 5,768 (58373) -

(neluded in other liabilities.

)2) Derivative linancial instruments inelude in other liabilities
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25. Financial risk management objectives and policies (continned)

e) Market risk (continued)

Interest rate risk (continued,)

Su,nmaıy ofaverage interesi rates

As at 30 September 2016 and 3! December 2015, the summary of average interest rates for ditlerent
assets and Iiabilities are as follows:

30 Septemher 2016 31 December 2015

Euro USD TL Euro USD TL

Assets

Cash and balances wiih the Central Bank . . .

Due from hanks 0.03 0.50 9.66 0.25 0.40 11.44

FVTPL investments . . .

Placements at money markets . . . - . 10.93

Available for sale tinancial assets - 8.63 13.66 . 12.10

Loans and advaıwes to customers 6.47 9.57 16.33 5.67 9.75 13.44
Other . . . . . -

Lbıbilities

Other money market deposits . . - - . 10.88

Funds borrowed . 3.52 2.45 11.01 3.45 1.74 10.36

Debt securitles issued - 10.00 12.03 . - 10.89

Funds from other fınancial institutions 3.29 4.04 9.87 2.4! 2.26 10.47
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25. Financial risk management objectives and policies (conünued)

e) Market risk (continued)

Lişuidity risk

Liquidity risk is the risk that the Bank wiil encounter difflculty in meeting obligations associated with
its fınancial Iiabilities that are settled by delivering cash or another financial asset.

Liquidity risk is a substantial risk in the Turkish market, which exhibits signiflcant volatility.

Exposııre tü İiquidhy risk

Maturity anaiysis of monetary assets and Iiabilities according to their remaining maturities 15 presented
below:

Liguidity gap 7,691 245,465(258,335)

includes subordiııated debts amounting to TL 29.725

:)Dürivahive linancial instrumcnts include in olher liabilitics.

Less
than one 1-3 3-12 Over 5 Unidcntifıed

30 September 2016 Demand month months montbs 1-5 yenrs years maturity Total

Cash and cash equivalents 3,465 20.176 . . - . - 23,641

Reserve deposits at Central Bank 38,132 18.799 . - - . - 56.931
FVTPL investments - 7.279 1,129 2 - - - 8,410
Available for sale invcstments . - 813 3,931 1,612 3.224 29,213 38.793
Loans and advances ta customers - 387,904 118.752 172,652 240.495 38.816 - 958.619

Oıher assets - 91.636 - - - - 22,480 114.126

Total nssets 41,597 525,804 120,694 176,585 242.107 42,040 51.693 1.200.520

Funds bonowed - 93.182 27,687 61.930 31.563 - - 215.662

Debt securities issued’° - 49.862 148.466 197.926 2,619 29.725 - 428.598

Other Iiabilities<> 33,906 135.995 202.876 29.226 - - 154.257 556,260

Total Iiabilities 33,906 280,339 379,029 289,082 34,182 29,725 154,257 1,200,520

(112.497) 207,925 12,315 ((02,564) -

1,
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25. Financiat risk management objectives and policies (continued)

e) Market risk (continued)

Liqııidiıy risk (conıinued)

Liguidity gap (10,039) 152.742

t1>flcrivative fınancial instrumenıs include in other Iiabilities.

Less
than one 1-3 3-12 Over 5 Unidentifıed

31 December 2015 Demand month months months 1-5 years vean maturity Total

Cash and cash equivalents 2,588 166,548 - - - 169,136

Reserve deposits aL Central Bank - 46,692 - . - - - 46,692
FVTPL nvestments 14,353 1.401 7.295 . 23,049
Available for sale investments . 2,463 2.000 30.121 31.583
Loans and advances 10 cusıomers - 68.998 127.722 104,188 124,345 5368 390 431,71

Ocherassets 3.427 1,915 1.491 - - - 4.135 10,968

Total assets 3,427 301.094 130,614 114,246 123,345 5,768 34.646 716,140

Fundsborrowed - 49.061 91,392 21,097 - - - 161,550

Debt securiijes ssued - 69.559 73.609 208.488 30.741 - - 382.400

Dlher liabiIities’> 13,466 29.732 - 56 - - 128.936 172,190

Total liabilitles (3.466 148352 165,Ofll 229,641 30,734 - 128.936 716.140

(34,387) (115,395) 95,601 5.768 (94,290) -
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26. Related parties

Parijes are considered to be related if one party has the ability to control the other party or exercise
signiflcant influence over the other party in making the financial and operating decisions.

in the course of conducting its banking business, the Bank conducted various business transactions
with related parties. These include Ioans, customer accounts, funds borrowed and non-cash
transactions. The volumes of related party transactions, outstanding balances at year-end and relating
expense and income for the period are as follows:

Percentage of
the financial

statement
30 September 2016 Balance amount (%)

Cash Ioans
- -

Non-cash Ioans 28,987 8%
Fıınds borowed 13.567 6%

Percentage of
the financial

statement
31 December 2015 Balance amount (%)

Cash loans 70 0%
Non-cash Ioans 36,253 13%
Funds borrowed / Current accounts of ban customers 16,573 14%

Percentage of
the financial

statement
30 September 2016 Balance amount (%)

interest income 11,898 12%
interest expense

- -

Other operating expense (-) 2,985 1 9%
Percentage of

the fınancial
statement

30 September 2015 Balance amount (%)

Interest income 2,5 10 4%
Interest expense

- -

Other opemring expense (.) 2.76! 19%

As at 30 September 2016. no provisions have beeıı recognised in respect of Ioans giyen to related
panies (2015 — none).

Compensation of key management personnel of the Bank

The executive and fon-executive member of Board of Directors and management received
rernuneration and fees amounted to TL 4,089 comprising salaries and other beneflts for the period 1
Januaıy-30 September 2016(1 Januaıy -30 September 2015: TL 4,079).
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27. Events after balance sheet date

None.
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