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REPORT ON REVIEW OF INTERIM
FINANCIAL INFORMATION

To the General Assembly of Turkland Bank AS.
Introduction

We have reviewed the accompanying balance she&urdand Bank AS. (“the Bank”)as of September 30,
2019, and the statement of income, statement ofilecand expense items under shareholders’ eqtatgnsent
of changes in shareholders’ equity and statememiash flows for the nine-month period then endeudi a
summary of significant accounting policies and otbeplanatory notes. The Bank management is reggens
for the preparation and fair presentation of theoawanying interim financial information in accondea with
“the Banking Regulation and Supervision Agency (8R) Accounting and Financial Reporting Regulatibns
including the regulation on “The Procedures andhdfpies Regarding Banks’ Accounting Practices and
Maintaining Documents” published in the Official £&dte dated 1 November 2006 with No. 26333, androth
regulations on accounting records of banks pubdidme the Banking Regulation and Supervision Board a
circulars and pronouncements published by the BRB& Turkish Accounting Standard 34 “Interim Finahci
Reporting” principles for the matters not legistatey the aforementioned regulations. Our respolitsilis to
express a conclusion on this interim financial infation based on our review.

Scope of Review

We conducted our review in accordance with the pedelent Auditing Standard on Review Engagement§,241
“Review of Interim Financial Information Performdxy the Independent Auditor of the Entity”. A reviesf
interim financial information consists of makingqgirries, primarily of persons responsible for finh
reporting process, and applying analytical and rotteview procedures. A review of interim financial
information is substantially less in scope thanratependent audit conducted in accordance withdeddent
Auditing Standards and the objective of which is dgpress an opinion on the financial statements.
Consequently, a review of the interim financiabimhation does not provide assurance that the &udiwill be
aware of all significant matters which would haweb identified in an audit. Accordingly, we do eapress an
audit opinion.

Conclusion

Based on our review, nothing has come to our atterthat causes us to believe that the accomparngtegm
financial information does not present fairly, ith material respects, the financial position of Kland Bank
A.S. as of September 30, 2019, and of the resultssaiderations and its cash flows for the nine-mgfiod
then ended in accordance with the BRSA AccountimdjRinancial Reporting Regulations.

Emphasis of Matter

We draw attention to Note 11.10 of the financiatsiments, where the management is in the processsessing
the recoverability of the deferred tax asset basethe estimated future taxable income, which kigldpends
on the business plan to be submitted and approyetidoboard and the shareholders in the fourthtguar
2019. Our review report is not modified in respefcthis matter.

Report on Other Legal and Regulatory Requirements

Based on our review, nothing has come to our atterthat causes us to believe that the interimniomne
information provided in the Management’s interirpag included in the accompanying financial statetseis
not presented fairly, in all material respects, endot consistent with the reviewed interfimancial statements
and the explanatory notes.



Additional paragraph for English trandlation:

The effect of the differences between the accogngirinciples summarized in Section 3 and the aciogn
principles generally accepted in countries in which accompanying financial statements are to beillited
and International Financial Reporting StandardsR8F have not been quantified and reflected in the
accompanying financial statements. The accountmgciples used in the preparation of the accompamyi
financial statements differ materially from IFRScobdrdingly, the accompanying financial statemenmés rat
intended to present the Bank’s financial positionl aesults of its operations in accordance withoanting
principles generally accepted in such countriessefrs of the financial statements and IFRS.

DRT BAGIMSIZ DENETIM VE SERBEST MUHASEBECMAL I MUSAVIRLIK A.S.
Member ofDELOITTE TOUCHE TOHMATSU LIMITED

Mujde Aslan
Partner

Istanbul, November 13, 2019
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TURKLAND BANK ANON iM SIRKET1
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS
AS OF SEPTEMBER 30, 2019

(Amounts expressed in thousands of Turkish LifaYYunless otherwise stated.)

SECTION ONE
GENERAL INFORMATION
l. Bank’s Incorporation Date, Beginning Statue, Changgin the Existing Statue

Turkland Bank Anoningirketi (“the Bank”), was established in 1991istanbul under the name of “Bahreyn ve
Kuveyt Bankasl AnoninSirketi” (BB&K). Its name was changed as “Tasarriéd Kredi Bankasi Anonim
Sirketi” with its acquisition by Dgus Group in 1992. After the change in the name oflibek as “Garanti
Yatirrm ve Ticaret Bankasi Anonigirketi” in 1994, Mehmet Nazif Ginal (the main shaoler of MNG
Group Companies) has acquired the Bank in 199 &lemdame of the Bank has been changed as “MNG Bank
Anonim Sirketi”.

An agreement has been made with Arab Bank and BadKigr the sale of 91% of MNG Bank’s shares in mid
of 2006 and this agreement was approved by Bankegulation and Supervision Agency (BRSA) on
December 29, 2006. In this regard, while Arab Bankl BankMed purchasing 50% and 41% of MNG bank
shares respectively, Mehmet Nazif Glinal retainedo®%e shares. Transfer of the Bank was made pnalg

29, 2007. The title of the Bank was changed asKiamd Bank AnoninSirketi” with the amendment to the
Articles of Association by the decision of the Exrdinary General Assembly at the meeting on M&z2h
2007.

On April 3, 2007, “MNG BANK AnonimSirketi” title of the bank was registered as “TURKN® BANK
Anonim Sirketi”.

According to the Share Sale and Purchase AgreeamehBoard of Directors’ Decision dated FebruaryZi5.0
and July 15, 2010 respectively, Mehmet Nazif GisaB3 million shares with TRY 15,300 nominal valuere
purchased by BankMed SAL. As of July 22, 2010 thers transfer was realized.

According to the Extraordinary General Assemblyisiea dated May 30, 2011, it was decided to in@ahs
Bank’s capital from TRY 170 million to TRY 300 midih, and it was registered in the Turkish TradeiReg
Gazette dated June 20, 2011 numbered 7840. Accptdirthe BRSA approval dated September 15, 2011
numbered 4381 the unused preemptive right of ArabkBPIc amounting to TRY 65 million have been ulsgd
Arab Bank (Switzerland) Ltd (ABS). Capital commitnt& have been paid by shareholders and accorditigeto
BRSA decision dated October 20, 2011 numbered 2224 been transferred to the capital accounts.

According to the Ordinary General Assembly decisiated April 18, 2013, it has been decided to mseethe
Bank’s paid in capital from TRY 300 million to TR¥00 million. According to the Ordinary General Asgsy
decree dated April 15, 2014, it was decided todase the Bank’s paid in capital from TRY 500 millim TRY
650 million.

In accordance with the BRSA’s approval letter dadddy 7, 2019, 16.67% of the shares of Arab Bank
(Switzerland) Ltd (ABS), one of the shareholderdha& Bank, was transferred to Arab Bank Plc. whicthe
other shareholder of the Bank.

Capital increase and decrease of 30 million USDitmahél capital as 164 million TRY has been realize
simultaneously on 25 September 2019 with the agdr@VBRSA on August 2, 2019.

(1)
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TURKLAND BANK ANON iM SIRKET1
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS
AS OF SEPTEMBER 30, 2019

(Amounts expressed in thousands of Turkish LifaYYunless otherwise stated.)

Il.  Explanations Regarding Bank's Shareholding Stricture, Shareholders Holding Directly or
Indirectly, Collectively or Individually, the Managing and Controlling Power and Changes in
Current Year

Name of shareholders Share | Share Ratios Paid up Unpaid
Amount % Shares Shares

IARAB BANK PLC 324,999.99 50% 324,999.94

BANKMED, SAL 324,999.99 50% 324,999.94

Others <1 0% <1

Total 650,000.00 %100,0 650,000.0d

As of September 30, 2019 the nominal value of taekBs capital is TRY 650,000 and consists of 6,600,000
shares.

(@)
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TURKLAND BANK ANON iM SIRKET1
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS
AS OF SEPTEMBER 30, 2019

(Amounts expressed in thousands of Turkish LifaYYunless otherwise stated.)

lll.  Explanations Regarding the Chairman and the Mambers of Board of Directors, Audit Committee,
General Manager and Assistants and Their Shares andireas of Responsibility in the Bank

Title

Chairman of the Board of Directors

Members of the Board of Directors

General Manager and Member of
Board of Directors

Assistant General Mangers

Name and Surname (*)

RAOUL NEHME
MOHAMMAD ABDEL-AA'AH
HAMAD AL GHANAMAH

SALIM CHAHINE

NADYA NABIL TAWFIK TALHOUNI
MEHMET SAKIR GUVENDI

MOHAMED ASEM AHMED
ABDELKHALEK

SAAD EDDINE EL ZEIN

HAITHAM HELMI
MOHAMMAD FOUDEH

TANIA MOUSSALLEM

SERVET TAZE (**)
BENAN BAK

YASEMIN ALTUNBAS
OTLUOGLU(**)

EMRE DEMIRCAN(*****)

MEHMET BEHCET PERM (*****)

SARUHAN DOGAN(***)

YURDAKUL OZDOGAN

* The above stated persons do not haveshayes in Bank.

** As of April 17, 2019, General Manager Mamv&| Abiad left his position, Servet Taze was apped as General Manager.

(***)  As of March 8, 2019, Assistant General Mager of Corporate and Commercial Banking, Dorukriay, left his position.

(****) As of May 31, 2019, Assistant General Mager of Treasury and Financial Institutions, Muneviedz left her position. As of June
3, 2019, Saruhan [@an was appointed as Assistant General Managereafstiry and Financial Institutions.

(*****) As of September 30, 2019, Assistant GeneManager of Operation and Information TechnologiEsre Demircan and Assistant
General Manager of Finance, Mehmet Behcet Perintteir positions.

3)

Responsibility

Chairman / Member of

Audit Committee

Vice Chairman / Member
of Audit Committee

Chairman of Audit
Committee

Member of Audit
Committee
Member of Audit
Committee

Member

Member

Member

Member

Chief Executive Officer

Loan Underwriting

Corporate and Commercial

Banking

Operation and Information

Technologies

Finance

Treasury and Financial

Institutions

Credit & Follow up

Education

Bachelor’s Degree

Bachelor's Degree

PHD Degree

Bachelor’s Degree
Bachelor’s Degree

Bachelor's Degree

Master Degree

Bachelor’s Degree

Bachelor's Degree

Bachelor’s Degree
Master Degree

Master Degree

Master Degree

Master Degree

Master Degree

Master Degree



(Convenience Translation of Financial StatementsReport Originally Issued in Turkish)
TURKLAND BANK ANON iM SIRKETI
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS
AS OF SEPTEMBER 30, 2019

(Amounts expressed in thousands of Turkish LifaYYunless otherwise stated.)

IV. Information About The Persons and Institutions That Have Qualified Shares:

Information about the persons and institutions Heate qualified shares as of September 30, 2019:

Share Share Paid up Unpaid
Name of Shareholders Amount Ratios Shares Shares
ARAB BANK PLC 324,999.99 50.0% 324,999.99 -
BANKMED, SAL 324,999.99 50.0% 324,999.99 -

V. Summary on the Bank’s Functions and Areas of Adtity

The Bank has 17 branches and 361 personnel. THed®ss not have any subsidiaries (December 31,: ZBL8
branches, 403 personnel).

The Bank established with private capital, has ahthority to accept deposits and its operationsnaostly
based on retail and corporate banking transactidssit is indicated in Articles of Association, thigank is
mainly dealing with the transactions below:

Acceptance of Deposit
Corporate and Retail Banking
Foreign Trade

Capital Market Transactions
Bank Assurance

®ooow

VI.  Differences between the communiqué on preparatn of consolidated financial statements of Banks
and Turkish Accounting Standards and short explanabn about the institutions subject to full
consolidation method or proportional consolidationand institutions, which are deducted from
equity or not included in these three methods:

None.

VII. The existing or potential, actual or legal obsacles on the transfer of shareholder’'s equity beteen

the Bank and its subsidiaries or reimbursement ofi&bilities:

None.

(4)
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1.
Il.
V.

VI.

SECTION TWO

UNCONSOLIDATED FINANCIAL STATEMENTS

Balance Sheet (Statement of Financial Position)
Statement of Off Balance Sheet Items

Statement of Income

Statement of Profit or Loss and Other Compraianincome
Statement of Changes in Shareholders’ Equity
Statement of Cash Flows
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TURKLAND BANK ANON iM SIRKET i
UNCONSOLIDATED BALANCE SHEET

AS OF SEPTEMBER 30, 2019 AND DECEMBER 31, 2018

(Amounts expressed in thousands of Turkish LifaYYunless otherwise stated.)

I BALANCE SHEET — ASSETS (STATEMENT OF FINANCIAL P OSITION)

Reviewed Audited
Current Period Prior Period
30.09.2019 31.12.2018
Note Ref.
ASSETS (Section TL FC Total L FC Total
Five)

I FINANCIAL ASSETS (NET) 108,36 812,48 920,84 114,13 484,21 598,35
1.1  Cashand cash equivalents 108,22 812,45 920,67 113,34 484,09 597,44
1.1.1 Cash and balances with The Central Bank déefur -1 83,19 243,87 327,07 113,314 197,09 310,41
1.1.2 Banks -3 8 568,55 568,659 8 287,004 287,037
1.1.3 Money market placements 25,01 - 25,01 - -
1.1.4 Expected credit losses (-) (69 - (60] - -
1.2 Financial assets at fair value through profit ad loss
1.2.1 Public sector debt securities
1.2.2 Share certificates
1.2.3 Other marketable securities
1.3 Fair value financial assets through other compigensive income -4 13 6 14. 138 6 144
1.3.1 Public sector debt securities 6 - q 6
1.3.2 Share certificates 13 13 13 13
1.3.3 Other marketable securities
1.4  Derivative financial assets 1-2 2 2 65. 11! 76!
1.4.1 Part of derivative financial assets at faiueahrough profit or loss 2 2 65. 11! 76!
1.4.2 Fair value differences of derivative finanesbets through other comprehensive income
. F INANCIAL ASSETS MEASURED AT AMORTIZED COST (NET) 2,121,74 407,958 2,529,7112,365,52! 422,563 2,788,085
2.1  Loans and advances -5 1,645,49 407,958 2,053,4611,890,44! 422,563 2,313,009
2.2 Finance lease receivables
23 Factoring receivables
2.4 Financial assets measured at amortized cost 1-6 961,86 961,869 1,011,58: 1,011,58
2.4.1 Public sector debt securities 961,86 961,869 1,011,58: 1,011,58
2.4.2 Other marketable securities
2.5  Expected credit losses (-) (485,619 - 864619, (536,512) - 536,512
Il ASSETS HELD FOR SALE AND DISCONTINUED OPERATION S (NET) I-16 145,26 - 451269 107,591 - 107,55
3.1 Heldfor sale 145,26 145,26 107,55 107,55
3.2 Discontinued operatio
V. INVESTMENTS (NET) -7 7,65p 7,65 4,89 4,89
4.1 Investments in associates (Net) 7,659 7,65! 4,89 4,89
4.1.1 Accounted with equity methc
4.1.2 Unconsolidated associates 7,659 7,65 4,89 4,89
4.2 Investments in subsidiaries (Net) -8
4.2.1 Unconsolidated financial subsidiar
4.2.z Unconsolidated non-financial subsidiai
4.3  Entities under common control (Net) -9
4.3.1 Accounted with equity methc
4.3.z Unconsolidated entitit
V. TANGIBLE ASSETS (NET) -12 50,21 50,21 11,03 11,03
VI INTANGIBLE ASSETS [NET] -13 8,66 8,66 10,32 10,32
6.1  Goodwill
6.2  Othel 8,66 8,66 10,32 10,32
VIl.  INVESTMENT PROPERTY -14
VIll.  CURRENT TAX ASSET 4 4
IX. DEFERRED TAX ASSET I-15 62,26 62,26 69,17 69,17
X. OTHER ASSETS -17 43,02 95! 43,97 34,79 13 34,92

TOTAL ASSETS 2,547,18 1,221 40 3,768,58 2,717,48. 906,91 3,624,39.

The accompanying notes are an integral part of thedancial statements.

(%)
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TURKLAND BANK ANON iM SIRKET i
UNCONSOLIDATED BALANCE SHEET

AS OF SEPTEMBER 30, 2019 AND DECEMBER 31, 2018

(Amounts expressed in thousands of Turkish LifaYYunless otherwise stated.)

I BALANCE SHEET - LIABILITIES AND EQUITY (STATEMENT O F

FINANCIAL POSITION)

The accompanying notes are an integral part of thedancial statements.

(6)

Reviewed Audited
Current Period Prior Period
Note Ref. 30.09.2019 31.12.2018
LIABILITIES AND SHAREHOLDERS EQUITY (Section
Five) T FC Total TL FC Total
|. DEPOSITS -1 1,858,321 1,351,99p 3,210,31 1,901,98 992,98p 2,894,96p
Il. FUNDS BORROWED -3 5,61 2,293 7,90¢ 1,583 560 11,143
lll. MONEY MARKET - 169,33 169,33
IV. MARKETABLE SECURITIES ISSUED (NET) - - - -

4.1 Bills g - - -

4.2 Asset backed securities - - - -

4.3 Bonds - - - -

V. FUNDS -

5.1 Borrower funds - - - -
5.2 Other g - - -
V1. FINANCIAL LIABILITIES AT FAIR VALUE THROUGH PROF T AND LOSS 3 N N -

VII. DERIVATIVE FINANCIAL LIABILITIES -2 5,65 5,65 66! 20p 87¢
7.1 Part of derivative financial assets at fair @alrough profit or loss 5,65 - 5,65 665 20! 8y4
7.2 Fair value differences of derivative financis$ets through other comprehensive income - -

VIIl. FACTORING PAYABLES 3 N N -

IX. FINANCE LEASE PAYABLES (NET) -6 36,15 1.82f 37,98
X. PROVISIONS -8 41,36 1,768 43,13 37,500 Bp5 39,159

10.1 Restructuring reserves - - - -

10.2 Reserves for employee benefits 11,10p - 11,10 11,943 11,943

10.3 Insurance technical reserves (net) - - - -

10.4 Other provisions 30,261 1,768 32,02 25,557 BpS 27,216
XI. CURRENT TAX LIABILITY -9 12,48 - 12,48 10,5p5 10,505

XIl. DEFERRED TAX LIABILITY g

Xlll. PAYABLES RELATED TO ASSETS HELD FOR SALE AND D ISCONTINUED OPERATIONS N

13.1 Held for sale - - - -

13.2 Discontinued operations - - - -

XIV. SUBORDINATED LOANS g

14.1 Loans - - - -

14.2 Other - - - -

XV. OTHER LIABILITIES I-5 66,47b 16,319 82,79 77,822 25,926 103,748

XVI. SHAREHOLDERS® EQUITY I-10 368,31 368,31 394,65 394,65p

16.1 Paid-in capital 650,00 - 650,00 650,0p0 g 650,040

16.2 Supplementary capital 25,43 - 25,43 25,476 25,476
16.2.1 Share premium - - - -

16.2.2 Share cancellation profits - - - -

16.2.3 Other capital reserves 25,43 - 25,43 25,46 25,476
16.3 Accumulated other comprehensive income/lossemtgnised in profit or loss 5,684 5,680 2,606 2,61
16.4 Accumulated other comprehensive income/lossgrised in profit or loss - - - -

16.5 Profit reserves (18,250) - (18,250 (18,250) (18,250)
16.5.1 Legal reserves 5,33 - 5,33p 5,382 5,382
16.5.2 Status reserves g - - -

16.5.3 Extraordinary reserves 4,326 - 4,32] 31,387 31,347

16.5.4 Other profit reserves (27,907) - (27,907 (54,929) (54,929)
16.6 Profit or loss (294,546) - (294,544 (265,188) (265,188)

16.6.1 Prior year income/(loss) (101,384) - (101,384 -

16.6.2 Current year income/(loss) (193,167) - (193,162 (265,188) (265,188)
16.7 Minority shares - - - -

TOTAL LIABILITIES AND EQUITY 2,394,39 1,374,199 3,768,58P  2,594,05 1,030,33p 3,624,39p



(Convenience Translation of Financial Statementgi@ally Issued in Turkish)

TURKLAND BANK ANON iM SIRKET1
UNCONSOLIDATED STATEMENT OF OFF -BALANCE SHEET ITEMS
AS OF SEPTEMBER 30, 2019 AND DECEMBER 31, 2018

(Amounts expressed in thousands of Turkish LifaYYunless otherwise stated.)

II. STATEMENT OF OFF-BALANCE SHEET ITEMS

Reviewed Audited
Note Ref. Current Period Prior Period
(Section Five) 0.09.2019 1.12.201
T FC TOTAL T FC TOTAL
A. OFF-BALANCE SHEET COMMITMENTS AND CONTINGENCIES ~ (I+II+Ill) 885,774 905,74 1,791,486 899,516 1,038,991 1,938,477
|. GUARANTEES AND SURETIES -1 681,38p 705,472 1,386,85[ 811,853 773,262 1,585,115
1.1. Letters of guarantee 681,38p 206,27 887,658 811,833 332,282 1,144,135
1.1.1. Guarantees subject to State Tender Law 7,191 86 7377 7,821 210 8,03
1.1.2. Guarantees given for foreign trade operations 36,65[L 54,498 91,04p 35,984 49,268 85,47
1.1.3. Other letters of guarantee 637,548 151,68p 789,23p 768,048 282,809 1,050,857
1.2. Bank acceptances - - - - 739 739
1.2.1. Import letter of acceptance - - 739 799
1.2.2. Other bank acceptances - - - -
1.3. Letters of credit - 42,479 42,679 - 47,770 47,771
1.3.1. Documentary letters of credit - 42,67 42,67p - 47,77 47,770
1.3.2. Other letters of credit - - - - - -
1.4. Guaranteed prefinancings - - - - - -
1.5. Endorsements - 412,432 412,53p - 333,082 333,054
1.5.1. Endorsements to the Central Bank of Turkey - 412 932 412,53 - 333,042 333,051
1.5.2. Other endorsements - - - - -
1.6. Underwriting commitments - - - - -
1.7. Factoring related guarantees - - - - -
1.8. Other guarantees 43,988 43,988 - B39 59,419
1.9. Other sureties - - - - - -
IIl. COMMITMENTS -1 32,82p 3,897 36,71p 45,264 10,788 56,052
2.1. Irrevocable commitments 32,82p 3,897 36,71p 45,264 10,788 56,052
2.1.1. Asset purchase and sale commitments 1,74f 3,497 5,644 9,951 10,798 280
2.1.2. Deposit purchase and sale commitments - - -
2.1.3. Share capital commitments to associatesféilidtas - - - -
2.1.4. Loan granting commitments 1,507 1,50f 2,592 2,592
2.1.5. Securities issuance brokerage commitments | -
2.1.6. Commitments for reserve deposit requirements - - - -
2.1.7. Commitments for cheque payments 29,56B - 29,5608 32,496 32,49
2.1.8. Tax and fund obligations on export commitrsent - - - - -
2.1.9. Commitments for credit card limits - - -
2.1.10. Commitments for credit cards and bankingises related - | -
2.1.11. Receivables from "short" sale commitmentsexurities - g -
2.1.12. Payables from "short" sale commitments cuomstges - - -
2.1.13. Other irrevocable commitments - - - 645 625
2.2. Revocable commitments - - -
2.2.1. Revocable loan granting commitments - | -
2.2.2. Other revocable commitments - g - - -
lll. DERIVATIVE FINANCIAL INSTRUMENTS 171,56[ 196,348 367,91p 42,399 254,911 297,310
3.1. Derivative financial instruments held for risianagement - - - - - -
3.1.1. Fair value hedges - g -
3.1.2. Cash flow hedges - g -
3.1.3. Net foreign investment hedges - - - - - -
3.2. Trading derivatives 171,56[f 196,34 367,91p 42,399 254,911 297,310
3.2.1. Forward foreign currency purchases/sales - - o 5,033 4,766 9,799
1. Forward foreign currency purchases - - 2,51 2,383 4,901
Forward foreign currency sales - | - 2,50! 2,383 4,888
.2.2. Currency and interest rate swaps 169,56[7 194,34)7 363,91p - 211,948 211,943
1. Currency swaps-purchases - 178,98 178,98p - 105,94 105,940
Currency swaps-sales 169,56[7 15,36f7 184,93p - 106,008 106,003
3. Interest rate swaps-purchases - | - - -
3.2.2.4. Interest rate swaps-sales - - - - -
3.2.3. Currency, interest rate and security options 2,00p 1,996 3,99p 37,376 38,202 75,578
3.2.3.1. Currency call options 1,00p 998 1,998 18,648 19,101 37,789
3.2.3.2. Currency put options 1,00p 98 1,998 18,688 19,101 B9
3.2.3.3. Interest rate call options - - - - -
3.2.3.4. Interest rate put options - - -
3.2 Security call options - - - -
3.2.3.6. Security put options - - -
3.2.4. Currency futures - | -
3.2.4.1. Currency futures-purchases - - -
3.2.4.2. Currency futures-sales - - -
3.2.5. Interest rate futures - - - - -
3.2.5.1. Interest rate futures-purchases - - -
3.2.5.2. Interest rate futures-sales g -
3.2.6. Others - E - - -
B. CUSTODY AND PLEDGED ITEMS (IV+V+VI) 12,421,72f 2,550,54p 14,972,27p 13,393,151 2,495,634 15,888,785
IV. ITEMS HELD IN CUSTODY 357,33p 16,03¢% 373,36p 228,577 19,256 247,833
4.1. Customers' securities held - g - - -
4.2. Investment securities held in custody 48,57p 08 49,08 02 a7 77
4.3. Checks received for collection 303,16p 15,00p 318,16p 221,642 17,348 238,990
4.4. Commercial notes received for collection 5,59p 526 6,118 6,633 1,431 8,064
4.5. Other assets received for collection - - - - - -
4.6. Assets received through public offering - - -
4.7. Other items under custody - | -
4.8. Custodians - - - - - -
V. PLEDGED ITEMS 12,064,397 2,534,511 14,598,90B 13,164,574 2,476,378 15,640,952
5.1. Securities - g - - -
5.2. Guarantee notes 18,75 08 19,66 30,478 1,547 225
5.3. Commodities 1,64p 1,64p 1,646 1,646
5.4. Warranties - - - - - -
5.5. Real estates 1,550,38p 53,36 1,603,748 1,796,126 111,842 1,907,968
5.6. Other pledged items 10,493,607 2,480,340 73,847 11,335,9p4 62,389 13,698,913
5.7. Pledged items-depository - - - - -
VI. CONFIRMED BILLS OF EXCHANGE AND SURETIES - - - - -
TOTAL OFF-BALANCE SHEET ITEMS (A+B) 13,307,501 3,456,251 16,763,758 14,292 667 3,534,595 17,827,262

The accompanying notes are an integral part of thedancial statements.
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(Convenience Translation of Financial Statementgi@ally Issued in Turkish)

TURKLAND BANK ANON iM SIRKET1

UNCONSOLIDATED STATEMENT OF INCOME

AS OF SEPTEMBER 30, 2019 AND 2018

(Amounts expressed in thousands of Turkish LifaYYunless otherwise stated.)

. STATEMENT OF INCOME

The accompanying notes are an integral part of thedancial statements.
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Restated
Reviewed
Reviewed
Note Ref. - - N N " N
INCOME AND EXPENSES (Section Current Period Curent Period Prior Period Prior Period
Five) 01.01-30.09.2019 01.07-30.09.201P 01.01-30.09.2018 07930.09.2018]
I. INTEREST INCOME V-1 369,411 120,422 452,749 166,941

1.1 Interest on loans 237,245 78,441 317,748 112,719

1.2 Interest received from reserve deposits 9,6Q1 2,646 7,944 2,907

1.3 Interest received from banks 7,015 1,712 3,843 1,388

1.4 Interest received from money market placements 1,106 1,038 145 102

1.5 Interest received from marketable securitiesfptio 111,591 35,847 117,641 48,384
1.5.1 Financial assets at fair value through prafit loss - - 42 -
1.5.2 Fair value financial assets through other cefmnsive income - - - -
1.5.3 Financial assets measured at amortized cost 111,591 35,847 117,599 48,384

1.6 Finance lease income - - - -

1.7 Other interest income 2,843 708 5,448 1,441

Il. INTEREST EXPENSE (-) V-2 (342,90 (110,27 (334,56 (125,32

2.1 Interest on deposits (321,96 (105,55 (275,56 (101,62

2.2 Interest on funds borrowed (45 5q1 (2,54 (22

2.3 Interest on money market borrowings (14,33 (3,30! (56,45 (23,48

2.4 Interest on securities issued - - -

2.5 Finance lease interest expense (6,06 (1,95!

2.6 Other interest expense (9! (1! (

lll. NET INTEREST INCOME (I - II) 26,505 10,149 118,142 41,614

IV. NET FEES AND COMMISSIONS INCOME 20,303 6,541 19,801 5,733

4.1 Fees and commissions received 21,448 6,997 21,243 6,242
4.1.1 Non-cash loans 19,450 6,441 18,041 5,442
4.1.2 Other IV-10 1,918 506 3,192 800

4.2 Fees and commissions paid (-) (1,12 (41 (1,45 (50
4.2.1 Non-cash loans (16 (5 (10 3
4.2.2 Other IV-10 (95 (36 (1,34 47

V. DIVIDEND INCOME V-3 10 -

VI. NET TRADING INCOME V-4 (16,30 (6,33 (1,57 732

6.1 Securities trading gains/ (losses) (8,30! (94 (94

6.2 Derivative financial insturuments gain (losses) (18,48 (11,23 (2,76 2,921

6.3 Foreign exchange gains/ (losses) 10,442 4,894 2,133 (1,24
VII. OTHER OPERATING INCOME V-5 5,446 642 5,540 582
VIIl. GROSS OPERATING INCOME (llI+IV+V+VI+VII) 35,911 10,974 141,997 48,641

IX. EXPECTED CREDIT LOSS PROVISIONS (-) V-6 (85,06 (16,731 (229,06 (88,28

X. OTHER PROVISIONS (-)

XI. STAFF EXPENSES (-) (62,99 (19,18 (61,86 (19,54
XIl. OTHER OPERATING EXPENSES (-) v-7 (74,15 (21,44 (80,95 (36,68
Xlll. NET OPERATING PROFIT/LOSS (VIII-IX-X-XI-XIl) (186,24 (46,39 (229,91 (95,85
XIV. AMOUNT IN EXCESS RECOGNISED AS GAIN AFTER MERGER - - -
XV. PROFIT/(LOSS) ON EQUITY METHOD - - -

XVI. PROFIT/(LOSS) ON NET MONETARY POSITION
XVII. PROFIT/(LOSS) FROM CONTINUED OPERATIONS BEFORE  TAXES (XIll+...+XV1) (186,24 (46,39: (229,91 (95,85,
XVIII. TAX PROVISION FOR CONTINUED OPERATIONS (%) Iv-8 (6,91 45,34 15,69
18.1 Provision for current income taxes
18.2 Income from deferred taxes (+) (6,91
18.3 Provision for deferred taxes (-) 45,344 15,692
XIX. NET PROFIT/(LOSS) FROM CONTINUED OPERATIONS (XV [XVIIl) (193,16 (46,39 (184,56 (80,16

XX. INCOME ON DISCONTINUED OPERATIONS
20.1 Income on assets held for sale - - - -
20.2 Income on sale of associates, subsidiariefantty controlled entities (Joint ventures) - - - -
20.3 Income on other discontinued operations - - - -
XXI. LOSS FROM DISCONTINUED OPERATIONS (-) - - - -
21.1 Income on assets held for sale - - - -
21.2 Income on sale of associates, subsidiariefantty controlled entities (Joint ventures) - - - -
21.3 Income on other discontinued operations - - - -

XXII. PROFIT/(LOSS) ON DISCONTINUED OPERATIONS BEFOR E TAXES (XX-XXI) - - - -
XXIIl. TAX PROVISION FOR DISCONTINUED OPERATIONS (+ ) - - - -
23.1 Provision for current income taxes - - - -
23.2 Income for deferred taxes (+) - - - -
23.3 Provision for deferred taxes (-) - - - -
XXIV. NET PROFIT/LOSS FROM DISCONTINUED OPERATIONS (- XXII£XXIIl)
XXV. NET PROFIT/LOSS (XIX+XXIV) V-9 (193,16 (46,39: (184,56 (80,16
25.1 Profit /(Loss) of the Group
25.2 Minority Shareholders Profit / Loss (-) - - - -
Earnings Per Share Profit / Loss - - - -



(Convenience Translation of Financial Statementgi@ally Issued in Turkish)

TURKLAND BANK ANON iM SIRKET1
UNCONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHE R
COMPREHENSIVE INCOME FOR THE PERIODS ENDED

SEPTEMBER 30, 2019 AND 2018
(Amounts expressed in thousands of Turkish LifaYTunless otherwise stated.)

IV. STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHEN SIVE INCOME

. Restated
Reviewed

PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME Reviewed

01.01 -30.09.2019 01.01 -30.09.2¢

|. CURRENT PERIOD PROFIT/LOSS (193,162 (184,566

Il. OTHER COMPREHENSIVE INCOME 3,06
2.1 Other Income/Expense Items not to be Recycled tar#*it or Loss 3,068
2.1.1 Revaluation Surplus on Tangible Ass
2.1.2 Revaluation Surplus on Intangible Ass -
2.1.3 Defined Benefit Plans' Actuarial Gains/Los -
2.1.4 Other Income/Expense Items not to be Recycledaditor Los: 3,085
2.1.5 Deferred Taxes on Other Comprehensive Incomeanbé tRecycled to Profit or La (17)
2.2 Other Income/Expense Items to be Recycled to Profor Loss -
2.2.1 Translation Difference -
2.2.2 Income/Expenses from Valuation and/or Reclasdificeof Financial Assets Measured at FVt -
2.2.3 Gains/losses from Cash Flow Hed -
2.2.4 Gains/Losses on Hedges of Net Investments in Goi@peratior -
2.2.5 Other Income/Expense Items to be Recycled to Poofios: -
2.2.6 Deferred Taxes on Other Comprehensive Income ®Rewycled to Profit or Lo: -
ll.  TOTAL COMPREHENSIVE INCOME (I+I1) (190,094 (184,566

[¢g

The accompanying notes are an integral part of thedancial statements.
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(Convenience Translation of Financial Statementgi@ally Issued in Turkish)

TURKLAND BANK ANON iM SIRKET 1
UNCONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS " EQUITY
FOR THE PERIODS ENDED SEPTEMBER 30, 2019 AND 2018

(Amounts expressed in thousands of Turkish LifaYYunless otherwise stated.)

V.  STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

Other Comprehensive Income/Expense Items not fo @ther Comprehensive Income/Expense ltems to[be
Recycled to Profit or Loss Recycled to Profit or Loss
Reviewed
Total
Paid-in Capital Sh P N c Sha"reﬁ Other Capitall n 5 3 4 5 6 Profit R | Prior Periods| Current Period'$ Shareholders's Minority Sh Tol:a\ld
STATEMENT OF CHANGES IN SHAREHOLDERS' ald-in Capital e e e et | Reserves TONtRESEIVEP profit/Loss | Net ProfivLoss| Equity without Shares aE'Zu::y ers
EOUITY Minority Shares
RESTATED PRIOR PERIOD
01.01.2018 - 30.09.2018
|. Balances at Beginning of Period 650,090 - 127,08 - 1,044 - (25,753, - 5,33p (40,37B) 717,351 717,451
Il. Correction made as per TAS 8 - - - - - 25,763 - (84,814) g (59,061 (59,061
2.1. Effect of Corrections - - - - - - - - - -
2.2. Effect of Changes in Accounting Policies - - - - - 25,753 - (84,81) (59,0$1) (561)
Ill. Adjusted Balances at Beginning of Period (I+11) 650,090 - 127,08 - 1,044 - - 5,382 61289 - 658,29 - 658,290
IV. Total Comprehensive Income - - - - - - - - (184,566¢) (18865 @866
V. Capital Increase in Cash - - - - - - - - -
VI. Capital Increase from Internal Sources - - - - - -
VIl. Capital Reserves from Inflation Adjustments to Paid-in Capital - E - - - -
VIIl. Convertible Bonds - - - - - -
IX. Subordinated Liabilities - - - - - - - - - -
X. Other Changes - - - 71 - - - - - 78 78]
XI. Profit Distribution - - (125,189) - - - - 125,189
11.1. Dividends - - - - - - - -
11.2. Transfers to Reserves - - (125,189) - - - - 125,189
11.3. Others - - - - - - - -
at end of the period (IIH+IV...+X+XI) 650,040 - 1,898 E 1,845 - - 5,332 - (184,566) 474,50, 474,506
Reviewec Share § Total . Total
STATEMENT OF CHANGES IN SHAREHOLDERS' Paid-in Capital | Share Premitn Cancellation | O1€r €aPital 1 2 3 4 5 6 Profit Reserveg PI0" Periods| Current Period'y - Shareholders's|  Minority | gy pogers
EOUITY Profits Reserves Profit/Loss | Net Profit/Loss Equ\t.y without Shares Equity
Minaritv Share:
CURRENT PERIOD
01.01.2019 - 30.09.2019
I. Balances at Beginning of Period 650,090 - 1,89 - 2,616 - - 5,332 266,183 - 394,65 - 394,699
Il. Correction made as per TAS 8 - - -
2.1. Effect of Corrections
2.2. Effect of Changes in Accounting Policies - - - - - - -
Il. Adjusted Balances at Beginning of Period (I+l) 650,000 - 1,89 - 2,616 - - 5,332 266,183] - 394,650 394,699
IV. Total Comprehensive Income - - - - - - - - (193,163) (1982)| @962,
V. Capital Increase in Cash - - - -
VI. Capital Increase from Internal Sources -
VII. Capital Reserves from Inflation Adjustments to Paid-in Capital - - - - - -
VIIl. Convertible Bonds - - - - -
IX. Subordinated Liabilities - - - - - - - - - -
X. Others Changes - - (46, - 26 2780 - g g - 163,79 - 166,821 166,841
XI. Profit Distribution - -
11.1. Dividends
11.2. Transfers to Reserves - - - - - - -
11.3. Others
Balances at end of the period (I+IV... +X+XI) 650,040 - 1,84] - 2,817 2,80 - - 53p2 (10843 (193,162 368.318 - 368.418

1.Revaluation surplus on tangible and intangib&ets

2.Defined benefit plans’ actuarial gains/losses

3.0thers (The share of the investments that areedaby equity method from other comprehensive iretmat cannot be reclassified to profit / loss tedaccumulated amounts of other comprehensiveriadtems that cannot be reclassified as othertprofoss)
4.Translation Differences

5.Income/expenses on valuation and/or reclassiicatf financial assets measured at FVOCI

6.0thers (Cash flow hedge income/ (losses), acatediother comprehensive income components thatenalpssified subsequently to profit&loss)

The accompanying notes are an integral part of thesfinancial statements.
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(Convenience Translation of Financial Statementgi@ally Issued in Turkish)

TURKLAND BANK ANON iM SIRKET1
UNCONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE PERIODS ENDED SEPTEMBER 30, 2019 AND 2018

(Amounts expressed in thousands of Turkish LifaYYunless otherwise stated.)

Reviewed
Current Period Prior Period

Note Ref.| 01.01-30.09.2019  01.01-30.09.201B
A. CASH FLOWS FROM BANKING OPERATIONS
1.1 Operating profit before changes in operating assatsliabilities (324,371, (477,307)
111 Interests received 354,704 467,20
1.1.2 Interests paid (348,14p) (336,783
113 Dividend received 10 -
114 Fees and commissions received 22,330 19,534
115 Other income 19,134 24,99
1.1.6 Collections from previously written-off recables 49,081 58,00
1.1.7 Cash payments to personnel and service supplie (65,275) (67,632
1.1.8 Taxes paid - (4,579)
1.1.9 Others (356,200) (638,052
1.2 Changes in operating assets and liabilities 66,352 219,56
121 Net (increase) decrease in financial asseasuned at FVTPL - -
1.2.2 Net (increase) decrease in due from banks (35,925) 130,62
1.2.3 Net (increase) decrease in loans 224,785 331,859
1.2.4 Net (increase) decrease in other assets (20,785) 30,121
1.25 Net increase (decrease) in bank deposits (179,236) 12,10
1.2.6 Net increase (decrease) in other deposits (70,935) (564,084
1.2.7 Net (increase) decrease in financial lialeiitmeasured at FVTPL - -
1.2.8 Net increase (decrease) in funds borrowed (3.36p) (112,337
1.2.9 Net increase (decrease) in matured payables - -
1.2.10 Netincrease (decrease) in other liabilities 151,844 391,29
. Net cash flow from banking operations (258,019 (257,738)
B. CASH FLOWS FROM INVESTING ACTIVITIES
Il. Net cash flow from investing activities 28,542 (57,769)
21 Cash paid for purchase of associates, subsidiarid joint-ventures (2,76p) -
22 Cash obtained from sale of associates, subgdiand joint-ventures - -
2.3 Purchases of tangible assets (20,886) (5,200
24 Sales of tangible assets 6,910 3,798
25 Cash paid for purchase of financial assets medsu FVOCI -
2.6 Cash obtained from sale of financial assets unedsat FVOCI -
2.7 Cash paid for purchase of financial assets medsu amortised cost - -
2.8 Cash obtained from sale of financial assets mnedsat amortised cost 47,014 (54,214
2.9 Others (1,728 (2,149)
C. CASH FLOWS FROM FINANCING ACTIVITIES
1. Net cash flow from financing activities 505,533
31 Cash obtained from funds borrowed and secuigmsed -
3.2 Cash used for repayment of funds borrowed acufigies issued -
33 Equity instruments issued -
34 Dividends paid -
35 Payments for financial leases - -
3.6 Others 505,533
\VA Effect of translation differences on cash and exghivalents 12,297 192,86
V. Net increase/(decrease) in cash and cash equisalent 288,343 (122,647)
VI Cash and cash equivalents at beginning of period 424,092 562,40
VII. Cash and cash equivalents at end of period 712,345 439,75

The accompanying notes are an integral part of thedancial statements.
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TURKLAND BANK ANON iM SIRKET i
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS
AS OF SEPTEMBER 30, 2019

(Amounts expressed in thousands of Turkish LifeYYunless otherwise stated.)

SECTION THREE
ACCOUNTING PRINCIPLES

l. Basis of Presentation

The unconsolidated financial statements are prepai¢hin the scope of the “Regulation on Accounting
Applications for Banks and Safeguarding of Docursénglated with Banking Act numbered 5411 publisired
the Official Gazette N0.26333 dated November 1,6280d in accordance with the regulations, commugsgu
interpretations and legislations related to acdograind financial reporting principles publishedthg Banking
Regulation and Supervision Agency (“BRSA”), andcase where a specific regulation is not made by/&BRS
and “Turkish Financial Reporting Standards” (“TFRR&hd related appendices and interpretations paefiect

by Public Oversight Accounting and Auditing StardfaAuthority (“POA”). The format and content of the
publicly announced unconsolidated financial stateihend notes to these statements have been pieipare
accordance with the “Communiqué on Publicly Annaddéinancial Statements, Explanations and Notes to
These Financial Statements” and “Communiqué Onl@ssces About Risk Management To Be Announced To
Public By Banks “and amendments to this Communidgi@e Bank maintains its books in Turkish Lira in
accordance with the Banking Act, Turkish Commer€atle and Turkish Tax Legislation.

The financial statements are prepared in accordavitte the historical cost basis except for finahcia
instruments at fair value through profit or losspahcial assets measured at fair value throughrothe
comprehensive income and real estates which asemed on a fair value basis.

The Bank has started to apply TFRS 9 Financialrunstnts (“TFRS 9") published by Public Oversight
Accounting and Auditing Standards Authority (“POATh the accompanying unconsolidated financial
statements starting from January 1, 2018 for thet fime based on the regulation published in tlficial
Gazette no. 29750 dated June 22, 2016 in connewiibnprocedures and principals regarding classitn of
loans and allowances allocated for such loans wtéche into force starting from January 1, 2018.

The preparation of financial statements in confeyrmiith TFRS requires the use of certain criticet@unting

estimates by the Bank management to exercisedtgijant on the assets and liabilities of the balahest and
contingent issues as of the balance sheet dateseTéstimates, which include the fair value calduret of

financial instruments and impairments of finanaskets are being reviewed regularly and, when sanges
suitable corrections are made and the effectsesititorrections are reflected to the income stateme

TFRS 16 Leases

TFRS 16 Leases Standard was published in the @lff@azette dated April 16, 2018 and numbered 29826.
According to this standard, the difference betweperating leases and financial leases has beematesd and
leasing transactions is reflected on the balaneetshy the lessee as the asset (utilization right) lease
payable, and the interest expense related to #se [gability has reflected to the accounts sepbrathe Bank
started to use TFRS 16 Leases standard startingJamuary 1, 2019.

The Bank measures the leasing liability at the gmesalue of the remaining lease payments, disealuat the
Bank's application date using the reference inteets at the date of application. In addition, Bak measures
the existence of the right to use of such righaraamount equal to the lease obligation whichflected in the
statement of financial position immediately aftee ffirst application date and adjusted for the amai all
prepayment or accrued lease payments.

Impact and application regarding TFRS 16 transifjoocess have been explained in footnote Xl oftf®a
Three.
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(Convenience Translation of Financial StatementsReport Originally Issued in Turkish)

TURKLAND BANK ANON iM SIRKETi
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS
AS OF SEPTEMBER 30, 2019

(Amounts expressed in thousands of Turkish LifaYYunless otherwise stated.)

Il. Explanations on Usage Strategy of Financial Asts and Foreign Currency Transactions

The Bank focuses its activities in corporate bagkirhe primary objective of the Bank is to sustaguidity
while fulfilling customer needs. Thus, the Bankqaa approximately 16.88% of its resources in ligags$ets,
while the Bank also aims for the highest yield usswith effective maturity management.

Besides its principle activity, the main finandiastruments of the Bank are money market placemaet@sury
bills and government bonds.

Marketable securities comprising 25.53% of totaless are assets with low risk and high yield. Rtsgds in
banks are 15.75% of the total assets and thests gsegide liquidity with low risk and yield.

The Bank aims at creating an optimum maturity @gld working with a positive margin between cost of
resource and product yield in the process of asstiability management.

As a component of the risk management strategheBiank, the management of risk bearing short ipasitof
currency, interest or price movements is perforroply by the Treasury and using the limits defingdtie
Board of Directors.

lll.  Explanations on Forward and Option Contracts and Derivative Instruments

The Bank’s derivative instruments consist of foreigurrency swaps, forward foreign currency buy/sell
transactions and options. Derivative instrumengsaaxcounted for at their fair values as at therashtate and
subsequently valued at fair value. Certain deneatnstruments, although economical hedges, areuated as
trading transactions since they are not qualifiecb¢ a hedging instrument as per “Financial Ins&uts
(“TFRS 9”). Realized gains or losses on these umsémts are reflected in the statement of income.

Unrealized gains or losses arising from the changhe fair value are recorded in disallowable eges or
income according to the current tax legislation.

Contract amounts of derivatives are recorded irtreffbalance sheet contingencies and commitmehtseTare
no embedded derivatives separated from the hostambior that are designated as hedging instrunaents the
balance sheet date.

IV.  Explanations on Interest Income and Expenses

Interest income and expenses are recognized intmme statement on an accrual basis using theteie
interest methodOn January 1, 2018, the Bank has started to caédctie rediscount for its non-performing
loans. Non-performing loans are discounted witheaffe interest rate over the net book value and fo
calculated amount classification has made betwEgpécted Credit Losses” account and “Interest |redmom
Loans” in income statement.

V. Explanations on Fees and Commission Income andkgenses
All fees and commission income/expenses are rezedras income at the time of realization and dutivey

service is provided. Loan related fees and comomsspaid to or received from the other institutiars
considered as transaction costs and accounted tisrgffective interest method.
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(Convenience Translation of Financial StatementsReport Originally Issued in Turkish)

TURKLAND BANK ANON iM SIRKETi
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS
AS OF SEPTEMBER 30, 2019

(Amounts expressed in thousands of Turkish LifaYYunless otherwise stated.)

VL. Explanations on Financial Assets

In the framework of “TFRS 9 Financial Instrumentsthich is effective as of January 1, 2018, the Bank
classifies its financial assets as “Financial assétfair value through profit or loss”, “Financia$sets at fair
value through other comprehensive income” or “Fai@inassets at amortized cost”. This classificatiomade
during initial recognition based on the contractoath flow characteristics with the business madethe
financial assets determined by management.

The financial assets are recognized or derecognizeatcordance with the “Recognition and Derecagnit
principles defined in Section 3 related to classifion and measurement of financial instrumenth®fTFRS 9
Financial Instruments”. At initial recognition, fincial assets are measured at fair value. In the effinancial
assets are not measured at fair value throughtmnoldoss, transaction costs are added or dedwetdm their

fair value.Financial instruments are included in the Bank'ari@e sheet if the Bank is a legal party to these
financial instruments.

Financial instruments comprise financial assetsarfcial liabilities and derivative instruments. dfcial
instruments affect liquidity, market, and cred#ies on the Bank’s balance sheet in all aspectsk Bades these
instruments on behalf of its customers and onvits behalf.

Basically, financial assets create the majorityttef commercial activities and operations of the lBarhese
instruments expose, affect and diminish the liqyidiredit and interest risks in the financial staents.

All regular way purchases and sales of financiaktssare recognized on the settlement date. Ttierseht date
is the date that the asset is delivered to or byBiink. Settlement date accounting requires (aunting of the

asset when acquired by the institution and (b)atiBg of the asset out of the balance sheet oddtes settled
by the institution; and accounting of gain or l@ss disposal. Changes in fair value of assets toebeived

during the period between the trade date and thierment date are accounted for in the same wathas
acquired assets.

Regular way purchases or sales are purchasesesrafdinancial assets that require delivery oétswithin the
time frame generally established by regulationamvention in the market place.

The methods and assumptions used in the recogritidnmeasurement of financial instruments are detr
below.

Financial Assets at Fair Value Through Profit or Loss

Financial assets at fair value through profit ansklare financial assets other than the ones teananaged
with business model that aims to hold assets teatotontractual cash flows or to collect cash Batvat are
solely payments of principal and interest on thimgipal outstanding amount; that are either acaquiier

generating a profit from short-term fluctuationspitices or are financial assets included in a pbeotlaiming to

short-term profit taking.

Financial assets at the fair value through prafitoss are initially recognized at fair valuEransaction costs
related to the acquisition of the relevant assetiacluded in the cost of acquisitiolhe positive difference
between the cost and fair value of such secuiigi@Ecounted as interest and income accrual, andebative
difference between the cost and fair value is actmiunder “Provision for Impairment of Securitiscount”.

Financial Assets at Fair Value Through Other Comprehensive Income

Financial assets are classified as financial asgetair value through other comprehensive inconmere the
business models aim to hold financial assets ierotal collect the contractual cash flows and sglhssets and
the terms of financial assets give rise to castdlthat are solely payments of principal of inter@scertain
dates.

The Bank’s management may retain both the contahctash flows as well as the portfolio for salepider to
meet daily liquidity needs, maintain a certain leskinterest income and align the maturity of ficél assets
with the valuation of the financial liabilities fdunding purposes. Financial assets at fair vafweugh other
comprehensive income are initially recognized atvalue including transaction costs.

(14)



(Convenience Translation of Financial StatementsReport Originally Issued in Turkish)

TURKLAND BANK ANON iM SIRKETi
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS
AS OF SEPTEMBER 30, 2019

(Amounts expressed in thousands of Turkish LifaYYunless otherwise stated.)

VL. Explanations on Financial Assets (continued)
Financial Assets at Fair Value Through Other Comprehensive Income (continued)

The results of the subsequent changes in the &ievof financial assets at fair value through cahpnsive
income, namely unrealized gain or loss are recoidetDther Comprehensive Income/Expense Items to be
Recycled to Profit or Loss”. Accumulated fair valgain or loss, previously reflected in equity, ésarded to
the income statement when the said financial assetdisposed.

The fair value of financial assets at fair valusotlyh other comprehensive income, which are tradexttive
markets is determined according to the price ofstbek exchange and in the case that the stockenprice is
not available, according to the price in the O#fidcazette. Where there is no quoted price in éimeamarket,
the fair value is determined by using other methspcified in TFRS 9.

Financial Assets at Amortized Cost

A financial asset is classified as a financial agseasured at amortized cost, if the financial taissieeld within
the scope of a business model for the collectioramftractual cash flows and the contractual terfnthe
financial asset result in cash flows that includgrpents arising only from principal and interestloa principal
amounts on specific dates.

After the initial recognition, provision for impaent to be deducted, if any, financial assets nredsat
amortized cost are recognized with discounted vasilreg effective interest method (internal rateatfirn).

Interest earned from financial assets measurednatrtaed cost is recorded as interest income. ThakB
classifies financial assets in accordance withdlassifications explained above during the acqoisiof the
mentioned assets.

The Bank has Consumer Price Indexed (CPI) govertithends classified as financial assets measured at
amortized cost. These securities are valued anduated for using effective interest rate methodsatering
estimated inflation rate based on real coupon raelsreference inflation index at issue date. Agestin CPI
Indexed Bonds Investor Guide of the Undersecrdtafidreasury, the reference index used in theutation of

the actual coupon payment amounts of these sexudtie generated according to the CPI of two maagos

The Bank determines the estimated inflation ratoatingly. The inflation rate anticipated by coresidg the
expectations of the Central Bank of Turkey. Thénestied inflation rate of Bank is updated duringryeden
deemed necessary. The positive effect of the medipptied for the period ended September 30, 2058,838
TRY.

Loans
Loans are non-derivative financial assets whicheHaied or determinable payments and are not traded

The Bank initially records loans and receivablegaatvalue. In subsequent periods, in accordanite WAS,
loans are measured at amortized cost using eféentterest rate method.

Foreign currency indexed loans are converted iRY Trom the foreign currency rate as of the operdage
and followed in TRY accounts. Repayments are meadswith the foreign currency rate at the paymete,dhe
foreign currency gains and losses are reflectebdegstatement of income.

Foreign exchange gains and losses on the foreigeraty indexed loans are presented under foreighange
gains and losses.

All loans of the Bank are monitored under the “Ficial Assets at Amortized Costs” account.
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VI.

Explanations on Financial Assets (continued)

TFRS 9 Financial Instruments

TFRS 9 introduced new requirements for the classtitn and measurement of financial assets / lisdsiland
for derecognition and for general hedge accounting.

Key requirements of TFRS 9:

All recognized financial assets that are within #wpe of TFRS 9 are required to be subsequently
measured at amortized cost or fair value. Spedlificdebt investments that are held within a busie
model whose objective is to collect the contractiaah flows, and that have contractual cash fltvasdre
solely payments of principal and interest on thagipal outstanding are generally measured at areait
cost at the end of subsequent accounting perioebt Dstruments that are held within a businessainod
whose objective is achieved both by collecting casttial cash flows and selling financial assetd, that
have contractual terms that give rise on specifigés to cash flows that are solely payments oicjal

and interest on the principal amount outstandirrg, generally measured at FVTOCI. All other debt
instruments and equity instruments are measurdheat fair value at the end of subsequent accogntin
periods. In addition, under TFRS 9, entities maykenan irrevocable election to present subsequent
changes in the fair value of an equity investmémit(is not held for trading nor contingent considien
recognized by an acquirer in a business combinationther comprehensive income, with only dividend
income generally recognized in profit or loss.

With regard to the measurement of financial lidieii designated as at fair value through profitoss,
TFRS 9 requires that the amount of change in thevédue of a financial liability that is attributée to
changes in the credit risk of that liability is pemted in other comprehensive income, unless the
recognition of such changes in other comprehengiceme would create or enlarge an accounting
mismatch in profit or loss. Changes in fair valutilautable to a financial liability's credit riskre not
subsequently reclassified to profit or loss. UnBAG 39, the entire amount of the change in thevalue

of the financial liability designated as fair valilgough profit or loss is presented in profit osd.

In relation to the impairment of financial ass8tBRS 9 requires an expected credit loss modelppesed
to an incurred credit loss model under TAS 39. &kgected credit loss model requires an entity tmaet
for expected credit losses and changes in thosectegh credit losses at each reporting date toctefle
changes in credit risk since initial recognition.dther words, it is no longer necessary for aiteagnt to
have occurred before credit losses are recognized.

The new general hedge accounting requirementsnrétai three types of hedge accounting mechanisms
currently available in TAS 39. Under TFRS 9, gredtexibility has been introduced to the types of
transactions eligible for hedge accounting, spedify broadening the types of instruments that ifu&br
hedging instruments and the types of risk companehtnon-financial items that are eligible for hedg
accounting. In addition, the effectiveness test lbesn overhauled and replaced with the principlarof
‘economic relationship’. Retrospective assessmdnheamige effectiveness is also no longer required.
Enhanced disclosure requirements about an entisBkananagement activities have also been intradluce

Based on an analysis of the Bank’s financial asmedsfinancial liabilities as at January 1, 2018w basis of
the facts and circumstances that exist at that datas been assessed that the impact of TFRSHetBank'’s
unconsolidated financial statements as follows:
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VL. Explanations on Financial Assets (continued)
TFRS 9 Financial Instruments (continued)
Classification and measurement

Classification and measurement of financial assetaccordance with TFRS 9 standard has determined b
whether the financial asset is based on the busimeslel in which the financial asset is managedvamether it
is based on contractual cash flows including irtepayments on principal and principal balance only

On initial adoption in the financial statements;leéinancial asset can be classified as a finarsisét measured

at amortized cost, or at fair value through prdfit loss, or as measured at fair value through other
comprehensive income. The application of the engstprovisions of TAS 39 for the classification and
measurement of financial liabilities does not cheaagbstantially.

According to TFRS 9, Available for Sale Financiasiéts and Held to Maturity Financial Assets aresified
as Financial Assets at Amortized Cost as of JanLaPp18.

Impairment:

In accordance with the "Regulation on Procedured Rrinciples for the Classification of Loans ane th
Provisions to be Reserved" published in the OffiGiazette dated June 22, 2016 and numbered 297&8ank
started to recognize provision for impairment it@dance with the provisions of TFRS 9 as of Jandar
2018. In this context, the method of allocatingnlgaovisions, which is disclosed in detail in thee@unting
policy of Section Three, footnote VII, as of Decemnl31, 2017, has been changed by applying the T#RS
along with applying the expected credit loss mod@ibe expected credit losses estimate is unbiaseighted by
probability and should include supportable inforimatabout estimates of past events, current camditand
future economic conditions. These financial askBat® been classified into the following three catexs based
on the increase in the credit risks observed dimedirst receipt of financial assets:

Stage 1: Includes financial instruments with naBigant increase in credit risk starting from ialtrecognition
until the next reporting period or at a lower ctaikk as of the reporting date. For these assia¢sexpected
credit loss of 12 months is accounted.

Stage 2: Includes financial assets that have dfisigmt increase in credit risk after initial reeation but an
objective evidence of impairment does not existe.these assets, expected lifetime credit lossea@ounted.

Stage 3: Includes financial assets that have abgeevidence of impairment as of the reporting d&ta these
assets, expected lifetime credit losses are acedunt

The Bank has applied the classification, measurémed impairment effects to the opening equity ant®u
without making any adjustments during the compeeagieriods in the opening balance sheet as of dardya
2018. In addition, the effect of deferred tax assetbe calculated under TFRS 9 has reflected utyequring
the first transition.

"TFRS 9 Financial Instruments" standard relatethéclassification and measurement of financiakimsents
has been issued by the Public Oversight, Accourdimd) Auditing Standards Authority and publishedtia
Official Gazette dated January 19, 2017, numbef852 is effective from January 1, 2018 and repldTésS
39 Financial Instruments: Recognition and Measurgirstandard.
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VL. Explanations on Financial Assets (continued)
TFRS 9 Financial Instruments (continued)

Modeling discrepancies of expected loss provisioakulated by the Bank in accordance with TFRS 9
Communiqué have been determined. As of Januar@8,2TFRS 9 transition effects have been calculbied
reevaluating TFRS 9 in order to ensure that theebgul loss provisions, which are approved by censid the
known circumstances and events and are inconsistentonsistent with TFRS 9 modeling. The impddhe
re-evaluation on September 2018 is TRY 29,512.

Restated January 1, 2018 TFRS 9 transition effe@eptember 30, 2018 profit loss:

September Restated .
23(;)1’8 September 30, 201g Adiustment
Equity Effect 482,150 474,505 7,645
Expected Credit Loss Expenses (266)901 (229,065 (37,836
Effect of Deferred Tax 53,668 45,344 8,324
Net Period Profit/Loss (214,0yB (184,566 (29,512
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VILI. Explanations on Impairment of Financial Assets

At every balance sheet date, the Bank evaluatesattiging amounts of its financial asset or a grotifinancial
assets to determine whether there is an objectilieation that those assets have suffered an impairloss. If
any such indication exists, the Bank determineseataed impairment.

A financial asset or a financial asset group inéemgairment loss only if there is an objective tator related to
the occurrence of one or more than one event (‘doesnt”) after the first journalization of that agsand such
loss event (or events) causes, an impairment a&sut rof the effect on the reliable estimate of ¢éxpected
future cash flows of the related financial asset asset group. Irrespective of high probability éxpected
losses for future events are not journalized.

The Bank classifies loans according to their gigaifons in accordance with the "Regulation on Bdares and
Principles for the Classification of Loans and Brevisions to be Made" effective as of JanuaryQiL,& In this
context, the Bank considers the general structéitbeoloan portfolio, the financial structure of itustomers,
non-financial data and economic conjuncture in atoadance with its credit risk policies when making
estimations. Provisions are recognized in profit byss accounts using the "TFRS 9 Expected Losgistoos"
account.

Provisions made for loan losses in the currentogleaind provision made in the previous periods eversed as
a result of principal collections made for the tethloans or that are written off are recordechim 'tExpected
Loss Provisions" account.

Calculation of expected credit losses

Expected credit losses are calculated based ookmlpitity-weighted estimate of credit losses (ie giresent
value of all cash shortfalls) over the expected &f the financial instrument. A cash shortfalthie difference
between the cash flows that are due based on thieacband the cash flows that are expected tedbeived.

Probability of Default (PD): PD refers to the likelihood that a loan will ddfawhich is usually set at 12
months, given certain characteristics. Based on SBR two different PDs are used in order to cateula
expected credit losses:

-12-month PD: as the estimated probability of difaccurring within the next 12 months.
-Lifetime PD: as the estimated probability of ddfaoccurring over the remaining life of the finaaki
instrument.

Internal rating systems are used in the Bank.

Probability of default calculation has been carged based on past information, current conditiamd forward
looking macroeconomic parameters.

Loss Given Default (LGD): If a loan default occurs, it represents the ecdadass incurred on the loan. It is
expressed as a percentage. LGD calculations aferped using historical data which best reflectsrent
conditions, by formation of segments based on iwerisk factors that are deemed important for gaattfolio
and inclusion of forward-looking information and enaeconomic expectations. LGD summarizes all clastsf
from customers subsequent to default. It coversadts and collections that occur during the ctibeccycle,
including collections from collaterals. It also indes the "time value of money" calculated by meahs
deducting costs and additional losses from thegmteglue of collections.

Exposure at Default (EAD): For cash loans, it corresponds to the amountari igranted as of the reporting
date. For non-cash loans and commitments, it iséhee calculated through using credit conversamdrs.

Stage 1:12-month expected credit loss represents the égeredit losses that result from default eventsio
financial instrument that are possible within tteronths after the reporting date and calculatetti@portion
of lifetime expected credit losses. 12-month expeatredit loss is calculated based on a probatifitgefault
realized within 12 months after the reporting d&ech expected 12- month probability of defaulipplied on
an expected exposure at default, multiplied by tpgen default rate and discounted with the origeféective
interest rate.
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VII. Explanations on Impairment of Financial Assets(continued)

Stage 2:Lifetime expected credit losses are expected ctlesies from all possible default events that@azur
during the expected life of a financial instruméie risk of a default occurring during the expddié of the
financial instrument is estimated). In Stage 2, ghevision is calculated for financial assets whosedit risk
has deteriorated but not impaired.

Stage 3:The Bank evaluates all impaired accounts indiviigud he methodology is individual assessment and
the probability of default is taken into accountl@8%.

Default Defination: It means debt having past due more than 90 daysn®lter it is considered that an obligor
is unlikely to pay its credit obligations, it shdube considered as defaulted regardless of théeexis of any
past-due amount or of the number of days past due.

The Bank calculates the expected credit lossesigeSL and Stage 2 by groups based on the followviteyia.

» Cash Products / Non-cash Products

* Customer Segments: Commercial and Retail / Corporat

* Product Typesinstallment Credits, Renewable Loans (Rotativept$pan, Overdraft Accounts and
Other

VIIl. Explanations on Offsetting of Financial Asses and Liabilities

Financial assets and liabilities are offset whea Bank has a legally enforceable right to set affd the

intention of collecting or paying the net amountrefated assets and liabilities or the right teseffthe assets
and liabilities simultaneously. Otherwise, therenis any offsetting transaction about financialeassand

liabilities.

IX.  Explanations on Sales and Repurchase Agreemendésid Lending of Securities

The sales and purchase of government securitiesrumgurchase agreements made with the customers ar
being recorded in balance sheet accounts in accoedaith the Uniform Chart of Accounts. Accordingtythe
financial statements, the government bonds andurgaills sold to customers under repurchase aggats are
classified under financial assets at fair valuetigh profit or loss, financial assets at fair valbugh other
comprehensive income and financial assets meastregnortized cost depending on the portfolio they a
originally included in and are valued accordingthe valuation principles of the related portfolidainds
obtained from repurchase agreements are classifiedseparate sub-account under money marketsabogso
account in the liabilities.

Funds given against securities purchased underiagmts to resell (“reverse repo”) are accountedeund
“Receivables from reverse repurchase agreementsh®@malance sheet. The difference between thehasec
and determined resell price is accrued over teedifrepurchase agreements using the effectiveesttenethod.
The Bank does not have any securities that aresuty any payment.

The income and expenses from these transactionseflezted to the “Interest Income on Money Market
Transactions” and “Interest Expense on Money Mafkahsactions” accounts in the income statement.

As of September 30, 2019, the Bank has no revegsetransactions (December 31, 2018: None).

As of September 30, 2019, the Bank does not hayeramketable securities lending transaction (Decam3ii,
2018: None).
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X. Explanations on Assets Held for Sale and Discanued Operations

Assets held for sale with high probability of sedee those under a plan prepared by the managesgarding
the sale of the asset to be disposed (or else thepgof assets), together with an active program fo
determination of buyers as well as for the comptenf the plan. Also the asset (or else the grdugseets)
shall be actively marketed in conformity with itairf value. On the other hand, the sale is expeftiebe
journalized as a completed sale within one yeaar dfte classification date; and the necessaryaciiosns and
procedures to complete the plan should demongtratéact that the possibility of making significarftanges or
canceling the plan is low.

The Bank has assets held for sale amount of 145TF68 as of September 30, 2019 (December 31, 2018:
107,551 TRY).

A discontinued operation is a division of a ban#ttls either disposed or held for sale. Resultdigfontinued
operations are included in the income statementraggly. The Bank does not have any discontinued
operations.

XI. Explanations on Goodwill and Other Intangible Assets

There is no goodwill regarding the investmentsssagiates and subsidiaries.

Other intangible assets are accounted for at @sst dccumulated amortization. Other intangible tassee
amortized with straight-line method based on tlegionomic lives. There is no change in the amoitinat
method in the current period.

Theintangible assets comprising purchased softwaresnathe other intangible fixed assets. As of thiabce

sheet date, all softwares are purchased and themgoacompleted or continuing software developnpeajects
by the Bank.

%

Intangible Asse 7-33

XIl. Explanations on Tangible Fixed Assets

Tangible fixed assets are accounted for at acgunis@tost less accumulated depreciation. Tangibledfiassets
are depreciated with straight-line method. Whilesthacquired before January 1, 2004 are deprdaidtl the

rates valid in prior periods, the fixed assets @eguafter January 1, 2004 are depreciated withréies

determined by the Ministry of Finance based onulssfonomic lives.

Depreciation of assets held less than one yeaif #seobalance sheet date is accounted for propatidy.
Depreciation method is not changed in the currenibg. The annual rates used, which approximags fasdsed
on the estimated economic useful lives of the eela@issets, are as follows:

%

Financial Lease 2-50

Furniture, fixtures and office equipment and others 4-33

Gain or loss resulting from disposals of the talgilixed assets is reflected to the income statérasrthe
difference between the net proceeds and net bdak .va

Normal maintenance and repair cost of the propedie expensed.

There is no pledge, mortgage, or any other lietaagible fixed assets.
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XIll. Explanations on Leasing Transactions

Tangible fixed assets acquired by financial leases accounted for in accordance with TAS No:17. In
accordance with this standard, the leasing traimses;t which consist only foreign currency liabdis, are
translated to Turkish Lira with the exchange rgtesvailing at the transaction dates and they arerded as an
asset or a liability. The foreign currency lialidg are translated to Turkish Lira with the Bang&riod end
exchange rates. The increases/decreases resutimglfe differences in the foreign exchange ratesecorded
as expense/income in the relevant period. The dimgncost resulting from leasing is distributedotigh the
lease period to form a fixed interest rate.

In addition to the interest expense, the Bank m@alepreciation expense for the depreciable leasséls in
each period.

Operating lease payments are recognized as expeiise income statement on a straight line baser tive
lease term.

As of the balance sheet date, the Bank does nat hathorization for any financial leasing transawdi as
lessor.

TFRS 16 Leases

In accordance with TFRS 16, the Bank measureseéigel obligation based on the present value ofeidisel
payments, which were not paid at the date of tasdeeommencement. Lease payments are discounteptisi
reference rate of the Bank.

The Bank assesses whether the contract has thigyaqpfed lease or whether the lease includes tuestction at
the beginning of a contract. In case the contsatrinsferred for a certain period of time to colntine use of the
asset defined for a price, it is either leasecholudes a lease. The Bank reflects the existeneerigit of use
and a lease liability to the financial statementhea effective date of the lease.

Right of use assets:
The right to use asset is first recognized by oosthod and includes:

a) The initial measurement amount of the leasegabéin,

b) The amount obtained by deducting all the remeéntives received from all lease payments mader at
before the beginning of the lease;

c) All initial direct costs incurred by the Bank

When Bank applying the cost method, the existefitkeoright to use:

a) accumulated depreciation and accumulated imgairiosses are deducted and
b) measures the restatement of the lease obligatitite restated cost. The Bank applies TAS 16drtppPlant
and Equipment while depreciating the right of ussets.

The Lease Obligations:

At the effective date of the lease, the Bank meassits leasing liability at the present value of tkase
payments not paid at that time. Lease paymentdisceunted using the Bank's average borrowingéstaates.

The lease payments included in the measuremehedéase liability consist of the payments to beleniar the
right of use during the lease term of the undedyarisset and the unpaid payments at the effectitee afahe
lease.

After the effective date of the lease, the Banksuees the leasing liability as follows:

a) Increase the book value to reflect the intesaghe lease obligation

b) Reduces the book value to reflect the lease patgrmade and

¢) The book value is measured to reflect reassagsmaad restructuring, or reflect to fixed leasgrmpants as of
revised nature.
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XIll. Explanations on Leasing Transactions (continied)
TFRS 16 Leases (continued)

The interest on the lease liability for each peiinthe lease period is the amount calculated Ipyyam a fixed
periodic interest rate to the remaining balanctheflease liability.

January 1, 2019 Transition Effect:

Unpaid Deferred
Right of P Lease
Rent
Use Interest
Amount
Expense
Lease Obligations (Net) 42,714 57,663 14,949

XIV.  Explanations on Provisions and Contingent Lialilities

Provisions are recognized when there is a predsigiadion due to a past event, it is probable #rabutflow of
resources embodying economic benefits will be meguto settle the obligation and a reliable estin@n be
made of the amount of the obligation. Provisione determined by using the Bank's best expectation o
expenses in fulfilling the obligation, and discaeohto present value if material.

According to the legal department of the Bank, tdtal number of ongoing cases against the BankK@ Zhe
total amount of those cases consists of TRY 16,8/ 804 Thousand and EUR 193 Thousand. There is a
provision of TRY 5,967 in the accompanying finahatatements for these cases (December 31, 2018: TR
4,709).

XV. Explanations on Liabilities Regarding Employee Benfits
Defined Benefit Plans:

In accordance with existing social legislation iarRey, the Bank is required to make lump-sum teatiim
indemnities over a 30-day salary to each employbe Wwas completed over one year of service, whose
employment is terminated due to retirement or &asons other than resignation or misconduct. Thek Ba
also required to make a payment for the periodatica calculated over each service year of the eyed
whose employment is terminated for reasons otlaar thsignation or misconduct. Total benefit is glaited in
accordance with TAS No: 19 “Turkish Accounting Stard on Employee Benefits”.

Such benefit plans are unfunded since there isindifig requirement in Turkey. The cost of providbenefits
to the employees for the services rendered by theaer the defined benefit plan is determined by pahdent
actuaries annuallysing the projected unit credit method. As perGiiicial Gazette No. 28585 dated March 12,
2013, as of September 30, 2019, the actuarial gaotgnized in equity amounts to TRY 2,877 (Decaniie
2018: TRY 2,616 actuarial gain).

The Bank has no employees are the member of retitefund or foundation.
Defined Contribution Plans:

The Bank pays contributions to the Social Secunisfitution of Turkey on a mandatory basis. The IBaas no
further payment obligations once the contributidrsse been paid. The contributions are recognized as
employee benefit expense when they are due.

Short-term Employee Benefits:

In accordance with TAS 19 “Turkish Accounting Stardion Employee Benefits”; defined liabilities tleatse
from unused leave payments are accrued in theetefariod and are not discounted.
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XVI.  Explanations on Taxation
Corporate tax:

According to article 37 of the Corporate Tax Lawrporate income is taxed at the rate of 20% fronudey 1,
2006. According to regulation of Law Amending Certdax Laws and Certain Other Laws numbered 70&l th
ratio has been identified at the rate of 22% tapplied to corporate income for the taxation pesioti2018,
2019 and 2020 and The Council of Ministers has flzeghorized to reduce this rate up to 20%.

The tax legislation requires advance tax of 22%eaalculated and paid based on earnings gendmatedch
quarter. Such advance taxes calculated and paiffastted against the final tax liability for tigear.

Tax returns are required to be filed between thet find twenty-fifth day of the fourth month followg the
balance sheet date and paid in one installmeritthetend of the related month

According to the Corporate Tax Law, tax losses barcarried forward for a maximum period of five fgea
following the year in which the losses are incurrédx authorities can inspect tax returns and tiated
accounting records for a retrospective maximumaukof five years

The Bank makes necessary provisions over resultuwént period operations related with Income aaxl
Corporate Tax liabilities. The Bank has not anygeovision in current period. (December 31, 2018n4).

Deferred Tax Liability / Asset:

The Bank calculates and reflects deferred tax asdetbility on timing differences, which will redt in taxable
or deductible amounts in determining taxable prffituture periods.

In accordance with TAS No: 12 “Turkish AccountingaSdard on Income Taxes” and the circular of BRSA
numbered BDDK.DZM.2/13/1-a-3 dated December 8, 200 Bank calculates deferred tax asset on
carryforward tax losses and all deductible tempodifferences except for general loan reservesuyfficient
taxable profit in future periods to recover suchoants is probable; as well as deferred tax ligbiih all
taxable temporary differences. Deferred tax asaetk liabilities are reflected in the accompanyimaficial
statements on a net basis.

The deferred tax resulting from differences relattedtems that are debited or credited directlyetpity is
netted with these accounts.

Furthermore, as per the above circular of BRSAewutetl tax benefit balance resulting from nettingleferred
tax assets and liabilities should not be usedviddnd distribution and capital increase.

The net deferred tax asset is presented underrdéfeax asset and the net deferred tax liabilitprissented
under deferred tax liability on the balance sh@&ée deferred tax income/expense is presented uhdetax
provision expenses amounts to TRY 6,918 deferredetgpense in the accompanying income statement
(September 30, 2018: TRY 45,344 deferred tax ingome

XVII. Additional Explanations on Borrowings

The borrowing costs related to purchase, productiorconstruction of qualifying assets that reqgignificant
time to be prepared for use and sale are includléaei cost of assets until the relevant assetsnheceady to be
used or to be sold. Financial investment incomaiabtl by temporary placement of undisbursed inveistm
loan in financial investments is offset againstrbaing costs qualified for capitalization.

All other borrowing costs are recorded to the ine@atatement in the period they are incurred.

The Bank has not issued convertible bonds.
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XVIII. Explanations on Issued Share Certificates

The Bank does not have any issued debt securitiesf the date of approval of these financial steets, there
is no subsequent dividend announcement of the Bank.

XIX.  Explanations on Acceptances

Acceptances are realized simultaneously with thgmaat dates of the customers and they are presested
probable commitments in off-balance sheet accounts.

XX. Explanations on Government Incentives

There are no government incentives utilized byBhak.

XXI.  Explanations on Segment Reporting

Since the Bank is not listed entity, disclosureursements of TFRS 8 are not applicable for the Bank
XXIl.  Explanations on Other Matters

None.

(25)



(Convenience Translation of Financial StatementsReport Originally Issued in Turkish)

TURKLAND BANK ANON iM SIRKETi
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS
AS OF SEPTEMBER 30, 2019

(Amounts expressed in thousands of Turkish LifaYYunless otherwise stated.)

SECTION FOUR
INFORMATION ON FINANCIAL STRUCTURE

l. Explanations Related to Equity

Total capital and capital adequacy ratio have hmdculated in accordance with the “Regulation oniggof
Banks” and “Regulation on Measurement and Assessaiéapital Adequacy of Banks”.

As of September 30, 2019 Bank’s total capital hesnbcalculated as TRY 374,539, capital adequaay st
12.45%. As of December 31, 2018, Bank’s total e@itnounted to TRY 404,260, capital adequacy nate
13.08% calculated pursuant to former regulations.

Information related to the components of shareholdes' equity:

Current Period
Sepiember 3G, 201¢ (*)

Common Equity Tier 1 Capital

Paid-in Capital to be Entitled for Compensatioreafll Creditors 650,00(

Share issue premiums -

Retained earnings -

Accumulated other comprehensive income and other disclosedrvesewhich defined in the Turki

Accounting Standards 28,308

Profit -
Net profit of the period -
Profit of the previous years -

Shares acquired free of charge from subsidiarféiates and jointly controlled partnerships arahoot be

recognized within profit for the period 2,807

Common Equity Tier 1 capital before regulatory adjustments 681,115

Common Equity Tier 1 capital: regulatory adjustments

Valuation adjustments calculated as per the afic(@ of the Regulation on Bank Capital -

The sum of the net loss for the current period #redprevious years which could not be absorbedhk

retained earnings and losses recognized in equagéordance with TAS (285,43
Improvement costs for operating leasing (2,469)

Goodwill (net of related tax liability) (8,660)
Other intangibles other than mortgage-servicingtadgnet of related tax liability) -
Deferred tax assets that rely on future profitib#ixcluding those arising from temporary differesgnet c

related tax liability) (41,037
Cash-flow hedge reserve -
Shortfall of provisions to expected losses -
Securitization gain on sale -
Gains and losses due to changes in own credibridkir valued liabilities -
Defined-benefit pension fund net assets -
Investments in own shares -
Credits extended contrary to the fourth paragrdphrticles 56 of the Banking Law -
Investments in the capital of banking, financiatl ansurance entities that are outside the scopegflaton

consolidation, net of eligible short positions, whéhe bank does not own more than 10% of the dsshar

capital (amount above 10% threshold) -
Significant investments in the common stock of bagkfinancial and insurance entities that are idetshe

scope of regulatory consolidation, net of eligibtert positions (amount above 10% threshold) -
Mortgage servicing rights (amount above 10% thrie§ho -
Deferred tax assets arising from temporary diffeesn(amount above 10% threshold, net of relate

liability) -
Amount exceeding the 15% threshold (as set ouhénparagraph 2 of the Prowisal Article 2 of thi

Regulation on Banks’ Own Funds) -
The Portion of Net Long Position of the Investment&quity ltems of Unconsolidated Banks and Final

Institutions where the Bank Owns 10% or more oflfiseied Share Capital not deducted from Tier | 2hpi) -
Mortgage Servicing Rights not deducted (-) -
Excess Amount arising from Deferred Tax Assets fi@mporary Differences (-) -
National specific regulatory adjustments which shaldetermined by the Bost -
Regulatory adjustmengpplied to Common Equity Tier 1 due to insufficiéudditional Tier 1 and Tier 2

cover deductions -
Total regulatory adjustments to Common equity Tierl (337,601)
Common Equity Tier 1 capital (CET1) 343,514
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l. Explanations Related to Equity (continued)

Additional Tier 1 Capital

Preferred shares that are not included in Commaiit§Edier 1 capital and related shares issue premiu
Eligible capital instruments and relevant shareegsremiums that are approved by the Agency

Eligible capital instruments and relevant shareidspremiums that are approved by the Agency (ke
purposes of the Provisional Article 4 of the Regjoh on Banks’ Own Funds)

Additional Tier 1 capital before regulatory adjustments

Additional Tier 1 capital: regulatory adjustments

Direct and Indirect Investments of the Bank oroitsy Additional Tier | Capital (-)

Investments in Equitinstruments Issued by Banks or Financial Instingitnvested in Bank’s Additional T
| Capital and Having Conditions Stated in the &eti7 of the Regulation

Total of Net Long Positions of the Investments iquly Items of Unconsolidated Banks datfrinancis
Institutions where the Bank Owns 10% or less of ldseied Share Capital Exceeding the 10% Threshi
above Tier | Capital (-)

The Total of Net Long Position of the Direct or ittt Investments in Additional Tier | Capital
Unconsolidéed Banks and Financial Institutions where the B@wimns more than 10% of the Issued S
Capital (-)

Other items to be defined by the BRSA (-)

Regulatory Adjustments which will be deducted fromTier 1 capital during the transition period

Goodwill and other intangible assets and relatddrosd tax liabilities which will not deducted froBommot
Equity Tier 1 capital for the purposes of the fsabparagraph of the Provisional Article 2 of the Redjoh or
Banks’ Own Funds (-)

Net deferred tax asset/liability which is not deducteshirCommon Equity Tier 1 capital for the purposethe
sub-paragraph of the Provisional Article 2 of thegRlation on Banks’ Own Funds (-)

Regulatory adjustments applied to Additional Tiefuk to insufficient Tier 2 to cover deductions

Total regulatory adjustments to Additional Tier 1 capital -

Total Additional Tier 1 capital

Total Tier 1 capital (Tier 1 capital = Common Equity Tier 1 capital + Additional Tier 1 capital)

343514

TIER 2 CAPITAL

Eligible capital instruments and relevant shareégsremiums that are approved by the Agency

Eligible capital instruments and relevant shareidspremiums that are approved by the Agency (ke
purposes of the Provisional Article 4 of the Refjataon Banks’ Own Funds)

-Provisions (Amounts explained in the first parafraf the article 8 of the Regulation on Bank Calpit

31,025

Tier 2 capital before regulatory adjustments

31,025

Tier 2 capital: regulatory adjustments

Direct and Indirect Investments of the Bank oroits Tier Il Capital (-)

Investments in Equity Instruments Issued by BamkksRinancial Institutions Invested in Bank’s Tier |
Capital and Having Conditions Stated in the Artilef the Regulation

Total of Net Long Positions of the Investments quiy ltems of Unconsolidated Banks and Financial
Institutions where the Bank Owns 10% or less ofi$saed Share Capital Exceeding the 10% ThresHold o
above Tier | Capital (-)

Total of Net Long Positions of the Investments gquiy Iltems of Unconsolidated Banks and Financial
Institutions where the Bank Owns 10% or more ofliseied Share Capital Exceeding the 10% Threshold
of above Tier | Capital (-)

Other items to be defined by the BRSA (-)

Total regulatory adjustments to Tier 2 capital

Total Tier 2 capital

31,025

Total Capital (The sum of Tier 1 capital and Tier 2capital)

374,53¢

The Sum of Tier 1 Capital and Tier 2 Capital (TotalCapital)

Credits extended contrary to the provisions ofdes 50 and 51 of the Banking Law

Portion of the sum of the banks’ real estate nekha@lues, which is in excess of fifty per centtafir own
funds and net book values of those of merchandide@al estate which have to be acquired due to the
receivables and disposed of pursuant to Articlefifie Banking Law, which cannot be disposed opdeghe
lapse of a period of five years since the dataiohscquisition

Other items to be Defined by the BRSA

Regulatory Adjustments which will be deducted fromTotal Capital during the transition period
Investments in the capital of banking, financiad amsurance entities that are outside the scopegoflatory
consolidation, net of eligible short positions, whthe bank does not own more than 10% of the dssue
common share capital of the entity (amount aboeel®?s threshold) which will not deducted from Conmmo
Equity Tier 1 capital, Additional Tier 1 capitalieF 2 capital for the purposes of the first subagaaph of the
Provisional Article 2 of the Regulation on Banksv@Funds (-)
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l. Explanations Related to Equity (continued)

Significant investments in the Additional Tier 1pdal and Tier 2 capital of banking, financial amduranc
entities thatare outside the scope of regulatory consolidatient,of eligible short positions (amount above

threshold) which will not deducted from Common HEgdiier 1 capital, Additional Tier 1 capital, Ti€rcapita
for the purposes of the first sub-paragraph ofRt@visional Article 2 of the Regulation on Banksv@Funds (-)

Significant investments in the common stock of bagkfinancial and insurance entities that areidetthe scop

of regulatory consolidation, net of eligible shpasitions(amount above 10% threshold), mortgagecieg

rights (amount above 10% threshold), deferred $sets arising from temporary differences (amouaveati 0%

threshold, net of related tax liability) which wilbt deducted from Common Equity Tiecdpital for the purpost

of the first sub-paragraph of the Provisional Agi2 of the Regulation on Banks’ Own Funds (-) -

Capital 374,539
Total Capital (The sum of Tier 1 capital and Tiezaital) 374,53¢

Total Risk Weighted Assets 3,004,749
CAPITAL ADEQUACY RATIOS

Common Equity Tier 1 Capital Adequacy Ratio (%) 11.42

Tier 1 Capital Adequacy Ratio (%) 11.42
Capital Adequacy Ratio (%) (**) 12.45
BUFFERS

Total buffer requirement 2.52¢

Capital conservation buffer requirement (%) 2.50(

Bank specific countercyclical buffer requirement) (% 0.024
Additional CET1 Capital Over Total Risk Weightedsass Ratio Calculated According to the Article 4 of

Capital Conservation and Counter-Cyclical Capitaff&s Regulation 6,932

Amounts below the thresholds for deduction (beforeisk weighting)

Remaining Total of Net Long Positions of the Invmestts in Equity Items of Unconsolidated Banks and

Financial Institutions where the Bank Owns 10%esslof the Issued Share Capital - -
Remaining Total of Net Long Positions of the Inwesnts in Tier | Capital of Unconsolidated Banks and

Financial Institutions where the Bank Owns morenth@% or less of the Issued Share Capital -
Mortgage servicing rights (net of related tax licy) -
Deferred tax assets arising from temporary diffeesn(net of related tax liability) -
Applicable caps on the inclusion of provisions in iEr 2 capital

General Loan Provisions for ExposunesStandard Approach (before limit of one hundrad awenty five per te

thousand) -
General Loan Provisions for Exposures in Standaprdach Limited by 1.25% of Risk Weighted Assets ,03%
Total Loan Provision that Exceeds Total ExpectesisL@alculated According to Communiqué on Calcutedib

Credit Risk by Internal Ratings Based Approach -
Total Loan Provision that Exceeds Total ExpectesisL@alculated According to Communiqué on Calcutedib

Credit Risk by Internal Ratings Based Approach, itéhby 0.6% Risk Weighted Assets -
Capital instruments subject to phase-out arrangemets (only applicable between 1 Jan 2018 and 1 Jan

2022) -
Current cap on Additional Tier 1 capital instrurtsewhich subject to phase out arrangements in ttxddfonal

Article 4 of the Regulation on Banks’ Own Funds -
Amount excluded from AT1 due to cap (excess ovprafter redemptions and maturities) which subject t

Provisional Article 4 of the Regulation on Banksv@®Funds -
Current cap on Tier 2 capital instruments whichjectttto phase out arrangements in the Provision@tla 4 of

the Regulation on Banks’ Own Funds -
Amount excluded from T2 due to cap (excess overategy redemptions and maturities) which subject to

Provisional Article 4 of the Regulation on Banksv@®Funds -

(*) There is no amounts in this column represehts dmounts of items that are subject to transipi@visions in accordance with the
temporary Articles of “Regulations regarding to mgas on Regulation on Equity of Banks” and takep tonsideration at the end of
transition process
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l. Explanations Related to Equity (continued)

Prior Period
December 31,2018 (*)

Common Equity Tier 1 Capital
Paid-in Capital to be Entitled for Compensatioeafll Creditors 650,00(
Share premium -
Legal reserves -
Accumulated other comprehensive income in accomarith TAS 28,047
Profit -
Net current period profit -
Prior period profit -
Bonus Shares from Associates, Subsidiaries and-Veintures not Accounted in Current Period'’s Profit 45
Common Equity Core capital before regulatory adjustnents 678,092
Common Equity Core capital: regulatory adjustments
Valuation adjustments calculated according to @gi)sof first paragrapbf the 9th article of the Regulation on Own
Equity of Banks -
Loss (in excess of Reserves) and other compreleagpenses (245,924

Leasehold Improvements on Operational Leases (-) (2,513)

Goodwill and Intangible assets and related defemardiabilities (10,327
Other intangibles other than mortgage-servicingtadgnet of related tax liability) -
Deferred tax assets that rely on future profitap#ixcluding those arising from temporary differes¢net of related tax
liability (47,956)

Cash-flow hedge reserve -
Shortfall of provisions to expected losses -
Securitization gain on sale -
Gains and losses due to changes in own credibridkir valued liabilities -
Defined-benefit pension fund net assets -
Investments in own shares -
Credits extended contrary to the fourth paragrdphriicles 56 of the Banking Law -
Investments in the capital of banking, financiad amsurance entities that are outside the scopegoflatory

consolidation, net of eligible short positions, whéhe bank does not own more than 10% of the dsshare capit:

(amount above 10% threshold) -
Significant investments in the common stock of bagkfinancial and insurance entities that areidaetthe scope of

regulatory consolidation, net of eligible short ftioss (amount above 10% threshold) -
Mortgage servicing rights (amount above 10% thrig§ho -
Deferred tax assets arising from temporary diffeesn(amount above 10% threshold, net of relatetiahifity)
Amount exceeding the 15% threshold (as set outérpairagraph 2 of the Provisional Article 2 of Regulation on

Banks’ Own Funds) -
Amount exceeding the threshold of significant ineants in the common stock of financials -
Amount exceeding the threshold of mortgage sergidights -
Amount exceeding the threshold of mortgage sergidights -
Amount exceeding the threshold of deferred taxtassgsing from temporary differences -
National specificregulatory adjustments which shall be determinethbyBoard -
Regulatory adjustments applied to Common Equity Tidue to insufficient Additional Tier 1 and Ti2tto cover
deductions -
Total regulatory adjustments to Common equity CoreCapital (306,720
Common Equity Core capital (CET1) 371,372
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L. Explanations Related to Equity (continued)

Additional Tier 1 capital: instruments

Privileged stocks which are not included in comrequoity and share premiums

Directly issued qualifying Additional Tier 1 insinents (approved by the regulators) plus relateckstarplus (after

1.1.2014)

Directly issued qualifying Additional Tier 1 insments (approved by the regulators) plus relateckstarplus (before

1.1.2014)

Additional Tier 1 capital before regulatory adjustments

Additional Tier 1 capital: regulatory adjustments

Investments in own Additional Tier 1 instruments

Reciprocal cross-holdings in Additional Tier 1 imshents

Investments in the capital of banking, financiad @amsurance entities that are outside the scopegofiatory
consolidation, net of eligible short positions, whthe bank does not own more than 10% of the dssagimon
share capital of the entity (amount above 10% tolel

Investments in the capital of banking, financiad @amsurance entities that are outside the scopegofiatory
consolidation, net of eligible short positions, wéhthe bank own more than 10% of the issued conshare
capital of the entity (amount above 10% threshold)

Other items to be defined by BRSA

Regulatory Adjustments which will be deducted fromTier 1 capital during the transition period

Goodwill and other intangible assets and relatddros tax liabilities which will not deducted froBommon Equity

Tier 1 capital for the purposes of the first sulbagaaph of the Provisional Article 2 of the Regiadlaton Banks’ Own

Funds (-)

Net deferred tax asset/liability which is not degkfrom Common Equity Tier 1 capital for the purposéghe sub-

paragraph of the Provisional Article 2 of the Regioh on Banks’ Own Funds (-)

Regulatory adjustments applied to Additional Tietue to insufficient Tier 2 to cover deductions

Total regulatory adjustments to Additional Tier 1 capital

Total Additional Tier 1 capital

Total Tier 1 capital (Tier 1 capital = Common Equity Tier 1 capital + Additional Tier 1 capital)

TIER 2 CAPITAL

Eligible capital instruments and relevant shareegsremiums that are approved by the Agency

Eligible capital instruments and relevant sharaégsremiums that are approved by the Agency (Fpturposes of
the Provisional Article 4 of the Regulation on Ban®wn Funds)

Provisions (Amounts explained in the first paragrapthe article 8 of the Regulation on Bank Cdpita

32,888

Tier 2 capital before regulatory adjustments

32,888

Tier 2 capital: regulatory adjustments

Direct and Indirect Investments of the Bank oroits1 Tier Il Capital (-)

Investments in Equity Instruments Issued by BamikFEinancial Institutions Invested in Bank's Tier |
Capital and Having Conditions Stated in the Arti8lef the Regulation

Total of Net Long Positions of the Investments gquiy Iltems of Unconsolidated Banks and Financial
Institutions where the Bank Owns 10% or less oflssaed Share Capital Exceeding the 10% Threstiold o
above Tier | Capital (-)

Total of Net Long Positions of the Investments quiy ltems of Unconsolidated Banks and Financial
Institutions where the Bank Owns 10% or more ofliseied Share Capital Exceeding the 10% Threshold
of above Tier | Capital (-)

Other items to be defined by the BRSA (-)

Total regulatory adjustments to Additional Tier | capital

Additional Tier | capital (AT1)

Tier 1 capital (T1 = CET1 + AT1)

Deductions from the capital

Loans extended being noncompliant with articlesd@ 51 of the Law (-)

Net book values of properties owned, exceeding 60B@anks’ equity and properties, and trade goodstaken ir
exchange for loans and receivables that shoulddpesed within five years in accordance with aetle¥ of the
Law, but not yet disposed (-)

National specific regulatory adjustments which shaldetermined by the Boa

Regulatory Adjustments which will be deducted fromTotal Capital during the transition period

Un-adjusted total amount from Common Equity, Tiearitl Tier-2 due to the investments in the capitalmking,
financial and insurance entities that are outdigestope of regulatory consolidation, net of elg#hort
positions, where the bank does not own more th&f dithe issued common share capital of the e(dityount
above 10% threshold), in accordance with the teamgqraragraph 1 of the article numbered 2 of OwndFu
Regulation (-)
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l. Explanations Related to Equity (continued)

Significant investments in the Additional Tier Ipial and Tier 2 capital of banking, financial andurance
entities that are outside the scope of regulatongalidation, net of eligible short positions (ambabove
10% threshold) which will not deducted from Comnfteguity Tier 1 capital, Additional Tier 1 capitalief 2
capital for the purposes of the first spéragraph of the Provisional Article 2 of the Radjoin on Banks’ Ow
Funds (-)

Significant investments in the common stock of bagkfinancial and insurance entities that are idetshe
scope of regulatory consolidation, net of eligisleort positions(amount above 10% threshold), mge
servicing rights (amount above 10% threshold), mleetax assets arising from temporarfjedences (amou
above 10% threshold, net of related tax liabilig)ich will not deducted from Common Equity Tier dpita
for the purposes of the first syaragraph of the Provisional Article 2 of the Radioin on Banks’ Own Fun
@)

Capital 404,260
Total Capital (The sum of Tier 1 capital and Tieradital) 404,260
Total Risk Weighted Assets 3,091,471
CAPITAL ADEQUACY RATIOS

Common Equity Tier 1 Capital Adequacy Ratio (%) 12.01
Tier 1 Capital Adequacy Ratio (%) 12.01
Capital Adequacy Ratio (%) 13.08
BUFFERS

Total buffer requirement 1.940
Capital conservation buffer requirement (%) 1.875
Bank specific countercyclical buffer requirement) (% 0.065
The ratio of Additional Common Equity Tier 1 capitahich will be calculated by the first paragragfithe

Article 4 of Regulation on Capital Conservationd &vountercyclical Capital buffers to Risk Weighted

Assets (%) 7.513
Amounts below the thresholds for deduction (beforeisk weighting)

Non-significant investments in the capital of otheraficials -
Significant investments in the common stock of flicials -
Mortgage servicing rights (net of related tax licy) -
Deferred tax assets arising from temporary diffeesn(net of related tax liability) -
Applicable caps on the inclusion of provisions in iEr 2 capital

Provisions eligible for inclusion in Tier 2 in resy of exposures subject to standardized apprgair (0

application of cap) )
General Loan Provisions for Exposures in Standaprdach Limited by 1.25% of Risk Weighted Assets ,883

Provisions eligible for inclusion in Tier 2 in resy of exposures subject to internal ratings-bagguoach
(prior to application of cap)

Total Loan Provision that Exceeds Total ExpectesisL@alculated According to Communiqué on Calcutatio

of Credit Risk by Internal Ratings Based Approddhmited by 0.6% Risk Weighted Assets

Capital instruments subject to phase-out arrangemets (only applicable between January 1, 2018 and
January 1, 2022)

Current cap on Additional Tier 1 capital instrungewhich subject to phase out arrangements in the
Provisional Article 4 of the Regulation on Banksv@®Funds

Amount excluded from AT1 due to cap (excess ovprafter redemptions and maturities) which subject t
Provisional Article 4 of the Regulation on Banksv@®Funds

Current cap on Tier 2 capital instruments whichjecttto phase out arrangements in the Provisionatla 4
of the Regulation on Banks’ Own Funds

Amount excluded from T2 due to cap (excess overategy redemptions and maturities) which subject to
Provisional Article 4 of the Regulation on Banksv@®Funds

(*) There are no amounts to be taken into consideratitime end of the transition period for the itesubject to the transition provisions

within the Provisional Articles of the "Regulation Owners' Equity of Banks".
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Il. Explanations Related to Currency Risk

Foreign currency risk indicates the probability lofs that banks are subject to due to the exchaatge
movements in the market. While calculating the staapital requirement, all foreign currency asdetbjlities

and forward transactions of the Bank are taken amosideration and value at risk is calculated bya the
standard method.

The Board of Directors sets limits for the posiicand stop losses, which are followed up daily aeekly.
Any possible changes in the foreign currency tretigas in the Bank’s positions are also monitored.

The announced current foreign exchange buying @tédse Bank at September 30, 2019 and the prevfives
working days in full TRY are as follows (Bank’s E@aluation rates):

September 23, September 24, September 25, September 26, September 27, September 30,

2019 2019 2019 2019 2019 2019
usD 5.7266 5.6822 5.6832 5.6577 5.6506 5.6408
CHF 5.7746 5.7460 5.7557 5.7045 5.6899 5.6595
GBP 7.1061 7.0929 7.0339 6.9911 6.9591 6.9434
100 JPY 5.3280 5.2800 5.2830 5.2600 5.2260 5.2210
EURO 6.2887 6.2473 6.2404 6.1994 6.1735 6.1466

The simple arithmetic averages of the major curfergign exchange buying rates of the Bank for ttiigy
days before at September 30, 2019 are as follows:

Monthly Average Foreign
Exchange Rate

Uusb 5.7083
CHF 5.7606
GBP 7.0263
100 JPY 5.3121
EURO 6.2754
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Il. Explanations Related to Currency Risk (continued)

September 30, 2019 EURO USD YEN OTHER  TOTAL
Assets
Cash (Cash in Vault, Foreign Currency Cash, Money i
Transit, Cheques Purchased, Precious Metals) alath&ss
with the Central Bank of Turkey 57,386 186,492 . ) 243,878
Banks 10,869 554,112 774 2,820 568,575
Financial Assets at Fair Value Through Profit add (****)
Money Market Placements
Financial Assets at Fair Value Through Other Cornensive
Income - 6 - - 6
Loans (¥) 220,828 233,421 - - 454,249
Subsidiaries, Associates and Jointly Controlletities
Held-To-Maturity Investments
Derivative Financial Assets for Hedging Purposes
Tangible Assets
Intangible Assets - - - - -
Other Assets 8 944 - 1 953

Total Assets 289,091 974,975 774 2,821 1,267,661
Liabilities
Bank Deposits - 339,394 - - 339,394
Foreign Currency Deposits 262,575 749,330 2 691 1,012,598
Money Market Borrowings - - - -
Funds Provided From Other Financial Institutions 1,861 432 - - 2,293
Marketable Securities Issued - - -
Derivative Financial Liabilities for Hedging Purpmss - - - - -
Other Liabilities (****) 9,508 9,661 - 745 19,914
Total Liabilities 273,944 1,098,817 2 1,436 1,374,199
Net Balance Sheet Position 15,147 (123,842) 772 1,385  (106,538)
Net Off-Balance Sheet Position (15,213) 178,262 - - 163,049
Financial Derivative Assets (***) 927 180,72: - - 181,64
Financial Derivative Liabilities (***) (16,135) (2,461) - - (18,596)
Non-Cash Loans (**) 446,06t 258,02¢ - 1,377 705,47:
December 31, 2018
Total Assets (*) (****) 298,661 711,800 729 11,211 1,022,401
Total Liabilities 195,255 824,974 - 9,808 1,030,127
Net Balance Sheet Position 103,406  (113,174) 729 1,313  (7,726)
Net Off-Balance Sheet Position (102,973) 109,459 - - 6,486
Financial Derivative Assets (***) 5,149 130,943 - - 136,092
Financial Derivative Liabilities (***) (108,122) (21,484) - - (129,606)
Non-Cash Loans (**) 397,156 369,337 - 6,769 773,262
*) Foreign currency indexed loans amounting to T&¥¢281 (December 31, 2018: TRY 115,606) are iregud the loan portfolio.
**) There are no effects on the net off-balanceedtposition.
(***) It include also TRY 1,667 and TRY 2,231 forwhasset purchase & sale commitments (Decembe2@®B: TRY 8,668 and
TRY 2,120).
(*+*+*) Foreign Currency Net General Position / Return gqoify Standard Ratio Foreign currency amounts mdtiled in the currency
risk table required by the Regulation on Calculatai Standard Rate are explained according to theran the financial
statements:

. Derivative financial assets held for trading: TR¥ (®ecember 31, 2018: TRY 115).
. Derivative financial liabilities held for tradingNone (December 31, 2018: TRY 209).
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Il. Explanations Related to Currency Risk (continuel)
Foreign currency sensitivity:

The following table details the Bank’s sensitivitya 10% increase or decrease in the TRY again& &gl
EURO. 10% is the sensitivity rate used when repgrforeign currency risk internally to key managemne
personnel and represents management’'s assessntbet mdssible change in foreign exchange ratestivgs
(Negative) number indicates a change in profitassland other equity where USD and EUR increase 10%
against TRY.

Change in
currency rate in Effect on profit or loss Efct on equity
%
Septembe 3C, 201¢ December 31, 201  Septembe 3C, 201¢ December 31, 201
usb %10 increase 5,442 (372) -
uUsD %10 decreas (5,442) 372 -
EURC %10 increas 7) 43 -
EURC %10 decreas 7 (43) -
Other Currenc %10 increas 216 204 -
Other Currenc %210 decreas (216) (204) -

lll. Explanations Related to Interest Rate Risk

Interest rate risk shows the probability of loskated to the changes in interest rates dependingp@mBank’s
position, and the Asset-Liability Committee manaige¥he interest rate sensitivity of assets, liibs and off-
balance sheet items related to this risk are meddoy using the standard method and included inrtheket
risk for capital adequacy.

Risk Department performs duration, maturity andsgesity analysis to protect the effect of interesite
volatility and reported to the Asset-Liability Corittae.

Simulations on interest income are performed imeation with the forecasted economic indicatorslusethe
budget of the Bank. The negative effects of thetélations in the market interest rates on the fir@mposition
and the cash flows are minimized by revising bueld¢argets.

The Bank management follows the market interestrdaily and revises the interest rates of the Berdnever
necessary.

Since the Bank does not permit maturity mismatareisnposes limits on mismatch, a significant ins¢neate
risk exposure is not expected.
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lll. Explanations Related to Interest Rate Risk (catinued)

Information related to the interest rate sensitivity of assets, liabilities and off-balance sheet itesn(based
on repricing dates):

Upto1l 1-3 3-12 1-5 Over  Nor-interest
Month Months Months Years 5 Years bearing Total
Septembe 3C, 201¢
Asset:
Cash (Cash in Vault, Foreign Currency Cz¢
Money in Transit, Cheques Purchased, Precious
Metals) and Balances with the Central Bank of
Turkey - 242,241 - - - 84,830 327,071
Banks 282,054 - 62,410 - - 224,191 568,655
Financial Assets at Fair Value through Profit i
Loss - - - - - - -
Money Market Placemer 25,010 - - - - - 25,01(
Financial Assets at Fair Value through Ot
Comprehensive Income - - - - 6 138 144
Loans(*) 663,133 109,123 151,545 198,957 6 - 1,122,764
Financial Assets Measured at Amortized ( 302,873 178,009 480,987 - - 961,869
Other Assets (** 26,519 26 - - - 736,531 763,07¢
Total Asset: 1,299,589 529,399 694,942 198,957 12 1,045,690 3,768,589
Liabilities
Bank Deposit 338,44¢ - - - - 1,75(C 340,19¢
Other Deposi 1,985,870 645,144 74,048 48 - 165,005 2,870,115
Money Merket Borrowings - - - - - - -
Marketable Securities Isst - - - - - - -
Funds Provided From Other Financial Instituti 138 2,292 5,479 - - - 7,909
Other Liabilities (***) 99,575 602 - - - 450,190 550,367
Total Liabilities 2,424,031 648,038 79,527 48 - 616,945 3,768,589
Balance Sheet Long Positi - - 615,415 198,909 12 428,745 1,243,081
BalanceSheet Short Positit (1,124,442) (118,639) - - - - (1,243,081)
Off-Balance Sheet Long Posit - - - - - 180,978 180,978
Off-Balance Sheet Short Posit - - - - - (186,93)) (186,93)
Total Position (1,124,442) (118,639) 615,415 198,909 12 422,791 (5,954)

* Up to 1-month column consist of revolvingalts and corporate FC indexed loans.

(**)  The other assets line in the non interesucwh consist of tangible assets amounting to TR2EBD, intangible assets amounting to TRY 8,660, tasse
held for sale amounting to TRY 145,263, tax assetunting to TRY 62,261, non-performing loans ammgto TRY 445,528, ownership investments
amounting to 7,659 TRY, other assets amountingR¥ 43,494,

(***) The other liabilities line in the non-interedearing column consist of shareholders’ equityanting to TRY 368,318, provisions amounting to TRY
43,134, finance lease payables amounting to TRY8%7and other liabilities amounting to TRY 753.
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lll. Explanations Related to Interest Rate Risk (catinued)

Average interest rates applied to monetary financieinstruments:

EURO usb YEN TRY
% % % %
September 30, 2019
Assets
Cash (Cash in Vault, Foreign Currency Cash, Monéelransit, Cheques
Purchased, Reserve Deposits) And Balances WithCEmeral Bank Of - 1.8t - 11.72
Turkey
Banks - 2.34 - 24.2¢
Financial Assets Measured at Fair Value througffitRross - - - -
Money Market Placements - - - 18.41
Financial Assets Measured at Fair Value througte©O@omprehensive - 7.3¢ - -
Income
Loans 5.82 6.8z - 26.47
Financial Assets Measured at Amortized Cost (*) - - - 2.61
Liabilities
Bank Deposits - - - 19,6(
Other Deposits 1.47 3.5¢ - 22.07
Money Market Borrowings - - - 23.62
Sundry Creditors - - - -
Marketable Securities Issued - - - -
Funds Provided From Other Financial Institutions 1.1¢ - - -

(*) Financial Assets Measured at Amortized Cost include CPI indexed securities, which cover 99.99% of the portfolio.

Information related to the interest rate sensitivity of assets, liabilities and off-balance sheet itesn(based
on repricing dates):

Uptol 1-3 3-12 1-5 Over Non-interest
Month Months Months Years 5 Years bearing Total
December 31, 201
Asset:
Cash (Cash in Vault, Foreign Currency Cash, Mc
in Transit, Cheques Purchased, Precious Metals)
and Balances with the Central Bank of Turkey R 275,40( R R - 35,011 310,411
Banks 116,53: - - - - 170,50( 287,03:
Financial Assets at Fair Value Through Pi - - - - - - -
and Los
Money Market Placemer - - - - - - -
Financial Assets at Fair Value Through Ot
Comprehensive Incor - - - - 6 138 144
Loans (* 927,411 101,20 186,81 227,25 7,00¢ - 1,449,68¢
Financial AssetMeasured at Amortised Ci 336,65: 242,92t 432,012 1 - - 1,011,58¢
Other Assets (** - - - - - 565,531 565,531
Total Asset: 1,380,59! 619,528 618,82¢ 227,25¢ 7,015 771,18( 3,624,39.
Liabilities
Bank Deposit - - - - - 1,097 1,097
Other Deposit 1,725,24¢ 910,43: 136,25( 211 - 121,72¢ 2,893,87.
Money Market Borrowings 169,33t - - - - - 169,33t
Sundry Credito! - - - - - - -
Marketable Securities Isst - - - - - - -
Funds Provided From Other Financial Instituti 257 3,488 7,39¢ - - - 11,14z
Other Liabilities (***) 114,35¢ 697 - - - 433,89( 548,94t
Total Liabilities 2,009,19¢ 914,61¢ 143,64¢ 211 - 556,71¢ 3,624,39:
Balance Sheet Long Positi - - 475,177 227,043 7,015 214,464 923,699
Balance Sheet Short Posit (628,604) (295,095) - - - - (923,699)
Off-Balance Sheet Long Posit - - - - - 148,63( 148,63(
Off-Balance Sheet Short Posit - - - - - (148,680) (148,680)
Total Position (628,604) (295,095) 475,171 227,04: 7,015 214,41« (50)
* Up to 1-month column consist of revolving Isaand corporate FC indexed loans.

** The other assets line in the non-interestrigacolumn consist of tangible assets amounting®Y 11,031, intangible assets amounting to TRY
10,327, assets to be sold amounting to TRY 107,54 ,asset amounting to TRY 69,179, non-performimans amounting to TRY 327,141,
ownership investments amounting to 4,897 TRY, eitint accounts amounting to 21,829 TRY and otlestasmounting to TRY 13,576.

(***)  The other liabilities line in the non-interesolumn consists of shareholders’ equity amountin@RY 394,659, provisions amounting to TRY 39,159
other liabilities amounting to TRY 72.

(36)



Convenience Translation of Financial StatementsRequbrt Originally Issued in Turkish)

TURKLAND BANK ANON iM SIRKETi
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS
AS OF SEPTEMBER 30, 2019

(Amounts expressed in thousands of Turkish LifaYYunless otherwise stated.)

lll. Explanations Related to Interest Rate Risk (catinued)

EURO % USD % YEN % TRY %
December 31, 2018
Assets
Cash (Cash in Vault, Foreign Currency Cash, Monélransit, Cheques
Purchased, Reserve Deposits) And Balances WithCEmeral Bank Of
Turkey - 1.6C - 7.4
Banks - 1.7¢ - 16.7¢
Financial Assets At Fair Value Through Profit Anolsis - - - -
Money Market Placements - - - 16.97
Available-For-Sale Financial Assets(*) - 7.3¢ - 3.0C
Loans 5.2¢ 6.6z - 21.1¢
Held-To-Maturity Investments - - - 2.7z
Liabilities
Bank Deposits - - - -
Other Deposits 2.0¢€ 4.4¢ - 18.4¢
Money Market Borrowings - - - 20.31
Sundry Creditors - - - -
Marketable Securities Issued - - - -
Funds Provided From Other Financial Institutions 1.57 1.84 - -

(*) Available-For-Sale Financial Assetsinclude CPI indexed securities, which cover 99.99% of the portfolio.
Interest rate risk arising from banking accounts:
According to the "Regulation on Measurement andli&t&n of the Interest Rate Ratio of Banking Acotsu

Based on Standard Shock", which is divided intéedént currencies of the Bank, the following tabll®ws the
economic value differences arising from interes fluctuations as of September 30, 2019:

Shocks Applied Gains / Equity —
Type of Currency (+ / - basis points)* Gains / Losses Losses / Equity
TRY 50C (33,78Y) (9%
(400) 29,845 8%
20C (3,209 (D)%
EURO (200) 3,356 1%
20C (5,410 (D)%
usb (200) 5,997 2%
Total (of positive shocks) (42,406) (11)%
Total (of negative shocks) 39,198 10%

*Separate lines are entered for each shock with a different magnitude and direction applied to a currency.

If interest rates had been increased by 0.5% in HRY FC and all other variables were held consthet,
Bank’s:

 Net loss would decrease by TRY 5,747. The changéss mainly is related to loans and deposits
(December 31, 2018 : 7,983 TRY).

» Possible changes in the interest rates does raxtdffe equity as a result of the revaluation effthancial
assets at fair value through other comprehensi@me. (December 31, 2018:None ).

IV.  Explanations Related to Equity Securities Risk

The Bank has no out standing stock position.
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V. Explanations on Liquidity Risk Management and Liquidity Coverage Ratio

Liquidity risk occurs when there is insufficientstaor cash inflows to meet the cash outflows cotepleand
timely.

Liquidity risk may also occur when the market pea@bn is not adequate, when the open positionsatalne
closed quickly at suitable prices and sufficienbamts due to barriers and break-ups at the markets.

The Bank’s policy is to establish an asset striecthat can meet all kinds of liabilities by liqusdurces at all
times. In this context, liquidity problem has neieln faced in any period. In order to maintain tthie,Board of
Directors of the Bank continuously determines séads for the liquidity ratios, and monitors them.

According to the general policies of the Bank, mh@ching of the maturity and interest rate struetirassets,
and liabilities is always established within theetdiability management strategies. A positivéedénce is tried
to be established between the yields of TRY andidor currency assets and liabilities on the balameet and
their costs. In this sense, various crisis scepavitnich are prepared by risk management grougrasented to
management and audit committee.

When the funding and liquidity sources are consderthe Bank covers majority of its liquidity nebg
deposits, and in addition to this source, it malkkes of pre-financing and syndication products toegate
additional sources.

Bank calculated liquidity adequacy ratio in botheign currency and total amount as per Basel hidl eeported
to BRSA according to Bank’s Regulation on Measunetnaed Evaluation of Liquidity Adequacy Ratio deeld
in 2013. Furthermore, the Bank reports liquidigkranalysis form weekly to BRSA in 2013.

The unconsolidated lowest foreign currency is (1p&2¢/09/2019) and the unconsolidated highest dorei
currency is (465%) (09/08/2019) and total liquidityverage ratios are (259%) (11/08/2019) at theethvand
(678%) (02/08/2019) at the highest while which @atkeulated weekly for the last three months.

Liquidity risk in a Bank is evaluated separatelythwirespect to normal market conditions and market
fluctuations, which can possibly occur. The bankesathe required diversification in its assets hauoilities
via considering related currencies in order to nitsatbligation to pay.

Liquidity deficit report is issued through the qtitative evaluation of daily and cumulative deficin local
currency and foreign currency in the framework afivary and stressful environment. Liquidity defi@port
includes deficit-maturing liabilities in any pericghd borrowings and placements made in order ttacep
assets. Liquidity deficit report is based on currbalance sheet and includes off-balance sheevatize
transactions and commitments, which can affecbilance sheet. Liquidity report is issued quartevigr TRY
and foreign currency.

Liquidity Risk Measurement is to determine the momformance between assets and liabilities, whizh ¢
occur because of challenges encountered in dengeti® asset positions if the assets of the Baalpkedged,
and the assets cannot be sold with relative easkeomarket returns to liquid assets at differemels. The
liquidity of the Bank is designed to meet the diabilities of the bank. The courses followed by tank to
reach the aforementioned purpose are as follows:

» Measurement of day liquidity

Short term funding

Liquid assets

Structural liquidity

Diversification of liquidity resources
Stress tests

YV VYVYYVYV
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V. Explanations on Liquidity Risk Management and Liquidity Coverage Ratio(continued)

The Treasury department in coordination with mangetdepartment performs liquidity management while
stress test and scenario analyses studies aremedainder the coordination of Risk Management @mwith

the views and suggestions of other related depatamBesults of stress test are reported to exesutegularly
and submitted to Audit Committee quarterly by thiskRManagement Group. Loan losses, delays in loan
repayment and deposit withdrawals are used ashlasian these stress test scenarios. Additionaitatap
allocation is not made for liquidity risk.

Stress tests examine the possible effect of antemerbalance sheet and net potential cumulativécidef
guantitatively and foresee the required additidonatling with respect to a defined stress scen&iress tests
are performed quarterly over TRY and foreign cuckennless they are required to be performed mdaenafue
to a change occurring in market conditions.

The bank operates periodical liquidity analysesictvitompare the inflows and outflows of funds ander a
specific period. The following issues are takew ibdnsideration in these analyses:

Assumptions based on anticipated inflow and outftdviunds

Capability of bank to convert its assets into cash

Liquidity instruments provided by the Central Bank

Loss of value which occurs while liquidating assetmarket fluctuations
Market conditions for specified several asset diaasions

VVVVYVYYVY

Sensitivity tests are performed periodically wittesarios, which are peculiar to banks and partictdathe
market. These scenarios are reviewed periodically.

Chief Economist presents a short explanation régarthe recent developments in market in Commitiee
Assets and Liabilities meetings. Departments ofasuey, Budget Planning and Management Reporting and
Retail Banking inform the Committee regarding teeant liquidity of the Bank.

Credit/Deposit rate defined by the Board of Direstof the Bank provides short-term liquidity neexfsthe
bank not to drop below a certain level of liquidifjhe Credit/Deposit rate is monitored by departsierf
Treasury, Budget Planning and Management Repogimt) Retail Banking and discussed in Committee of
Assets and Liabilities meetings. Decisions regaydiiguidity are made in the light of aforementioned
information. The Treasury examines weekly Liquidinalysis Form, biweekly Stock Liquidity Rate
Notification Form and weekly Liquidity Rate Notifiion Form (first maturity segment) and relatedatapents

in order to determine liquidity balance betweenetssand liabilities of the Bank in accordance wiitie
communique of Banking Regulation and Supervisioeiay.
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V.

Explanations on Liquidity Risk Management and Liquidity Coverage Ratio(continued)

Liquidity Coverage Ratio:

Total Unrated Value (*) Total Rated Value (*)
September 30, 2019
TRY+FC | FC TRY+FC | FC
HIGH QUALITY LIQUID ASSETS
[High Quality Liquid Assets D 1,175,686 219,813
CASH OUTFLOWS
2 Retail deposit 1,959,979 631,88¢ 186,187 63,775
3 Stable deposit 237,211 1,565 11,997 79
4 Less stable deposit 1,722,769 630,324 174,184 63,696
5 Unsecured wholesale funding 857,768 287,61p 469,512 141,843
6 Operational deposit - - - -
7 Non-Operational deposit 677,206 268,904 285,844 122,870
8 Other unsecured funding 180,564 18,707 183,664 18,973
9 Secured funding - -
10 Other cash outflows 1,098,982 384,208 165,774 44,161
11 Derivatives cash outflows 1,204 80 1,227 81
12 Fundings due to restructred financialrimsents - - - -
13 Payment commitments due to financial markad
otr)(er off balance sheet commitments and contingepci Losv.7ry 384,128 164,548 44,080
14 Revocable other off balance sheet contingeraeids ) ) ) )
commitments and other contractual cash outflows
15 Other contingent or non-contingent funding aftiiogns - - - -
16 [TOTAL CASH OUTFLOWS D 821,464 249,779
CASH INFLOWS
17 Secured receivables - - -
18 Unsecured receivables 588,304 363,444 552,711 357,853
19 Other cash inflows 498 400 508 408
20 ITOTAL CASH INFLOWS 588,801 363,844 553,223 358,261
Total Adjusted Value
21 TOTAL STOCK OF HQLA 1,175,686 219,813
22 TOTAL NET CASH OUTFLOWS 268,246 62,445
23 LIQUIDITY COVERAGE RATIO (%) 438,29 3521

(*) Simple arithmetic average calculated for thet lthree months by using the amounts calculateddbas weekly simple arithmetic
averages
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V. Explanations on Liquidity Risk Management and Liquidity Coverage Ratio(continued)

Liquidity Coverage Ratio (continued):

Total Unrated Value (*) Total Rated Value (*)
December 31, 2018
TRY+FC | FC TRY+FC | FC
HIGH QUALITY LIQUID ASSETS
1 [ High Quality Liquid Assets D 962,581] 208,71
CASH OUTFLOWS
2 Retail deposit 2,045,502 621,905 190,557 58,780
3 Stable deposit 319,206 80,674 16,126 4,073
4 Less stable deposit 1,726,296 541,231 174,431 54,657
5 Unsecured wholesale funding 670,958 286,317 336,998 131,624
6 Operational deposit - - - -
7 Non-Operational deposit 550,846 260,089 219,283 105,062
8 Other unsecured funding 120,112 26,228 117,71p 26,562
9| Secured funding T ] : :
10 Other cash outflows 1,483,606 571,654 213,014 74,241
11 Derivatives cash outflows 573 454 582 464
12 Fundings due to restructured financiaruments - - - -
13 Payment commitments due to financial markad
other off balance sheet commitments and
contingencies 1,483,033 571,204 212,432 73,777

14 Revocable other off balance sheet contingeracids

commitments and other contractual cash outflows - - - -
15 Other contingent or non-contingent funding aftiions - - - -
16 | TOTAL CASH OUTFLOWS D 740,569 264,595
CASH INFLOWS
17 Secured receivables - - - -
18 Unsecured receivables 454,573 281,725 386,008 276,104
19 Other cash inflows 390 344 398 351
20 TOTAL CASH INFLOWS 454,963 282,069 386,406 276,455

Total Adjusted Value

21 TOTAL STOCK OF HQLA 962,581 208,714
22 TOTAL NET CASH OUTFLOWS 354,163 66,149
23 LIQUIDITY COVERAGE RATIO (%) 271.79 315.52]

(*) Simple arithmetic average calculated for thet lthree months by using the amounts calculateddbas weekly simple arithmetic
averages

A decrease is observed in cash inflow and outflowparallel with the decrease in the volume of dredd
deposit. Additionally, liabilities of the bank wittespect to these transactions increase in panaltél the
derivative transactions made in order to minimiee ¢urrency risk of the bank.

High quality liquid assets consist of cash asssstral banks, securities and reverse repo items.

A significant proportion of daily cash inflow of énBank consists of payments related to loans issuned
placement of banks while a significant proportidrdaily cash outflow of the Bank consists of paytsenelated
to collected deposits. Domestic and foreign bamid laan clients constitute the resource of caslowd. The
bank applies limits for the transactions, whichlisha made with domestic and foreign banks, andeaHanits
are monitored by the Risk Management Departmeiy.dai

The Bank has performed forward exchange, swap @tidrotransactions with foreign financial institutis
during 2019.
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V.

Presentation of assets and liabilities according ttheir remaining maturities:

Explanations on Liquidity Risk Management and Liquidity Coverage Ratio(continued)

Uptol 1-3 3-12 1-5 Over
September 30, 2019 Demand Month Month Months Years 5 Years Undistributed (*) Total
Assets
Cash (Cash in Vault, Foreign Currency Cash,
Money in Transit, Cheques Purchased, 327071
Precious Metals) and Balances with the ’
Central Bank of Turkey (**¥) 133,240 141,890 46,256 5,682 3 - -
Banks 224,191 282,054 - 62,410 - - - 568,655
Financial Assets Measured at Fair Value : ) } } : ) } )
Through Profit and Loss
Money Market Placements - 25,010 - - - - - 25,010
Financial Assets Measured at Fair Value thro
Other Comprehensive Incor 138 ) . . . 6 . 144
Loans (***) - 663,133 109,123 151,545 198,957 6 - 1,122,764
Financial Assets Measured at Amortized ( - - - 66,120 799,609 96,140 - 961,869
Other Assets - 26,519 26 - - - 736,531 763,076
Total Assets 357,569 1,138,606 155,405 285,757 998,569 96,152 736,531 3,768,589
Liabilities
Bank Deposits 1,750 338,448 - - - - - 340,198
Other Deposits 165,005 1,985,870 645,144 74,048 48 - - 2,870,115
Money Market Borrowings - - - - - - - -
Marketable Securities Issued - - - - - - - -
Funds Borrowed From Other Financial Institut - 138 2,292 5,479 - - - 7,909
Other Liabilities (**) - 99,575 602 - - - 450,190 550,367
Total Liabilities 166,755 2,424,031 648,038 79,527 48 - 450,190 3,768,589
Liquidity Gap 190,814 (1,285,425) (492,633) 206,230 998,521 96,152 286,341 -
Net Off-Balance Position - (469) (602) (4,883) - - - (5,954)
Derivative Assets - 73,802 39,484 67,692 - - - 180,978
Derivative Liabilities - 74,271 40,086 72,575 - - - 186,932
Non-Cash Loans - 59,654 124,456 553,983 90,514 558,250 - 1,386,857
December 31, 2018
Total Assets 318,46f 1,166,567 214,16(  195,20¢ 978,04:  209,01¢ 542,93: 3,624,39.
Total Liabilities 123,71z 2,009,19¢ 914,61¢ 143,64¢ 211 - 433,00¢ 3,624,39:
Liquidity Gap 194,757 (842,632 (700,458 51,557 977,83:  209,01¢ 109,93( -
Net Off-Balance Position - (58) 8 - - - - (50)
Derivative Assets - 145,914 2,716 - - - - 148,630
Derivative Liabilities - 145,972 2,708 - - - - 148,680
Non-Cash Loans - 103,493 145,671 528,458 153,215 654,278 - 1,585,115

*
subsidiaries and associates and non-performing laenclassified under undistributed.
**) Shareholders’ equity is shown under other iligies in undistributed column.
b Revolving loans are classified in up to lemth column.
(****)
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VI. Explanations Related to Leverage Ratio

Information on subjects that causes difference ingverage ratio between current and prior periods:

As of September 30, 2019, leverage ratio of thekRatculated from the arithmetic average of thé 3aonths
is 8.85% ( December 31,2018: 10.99%). This ratiakieve the minimum required. The regulation stipadaa
minimum leverage ratio of 3%.

Disclosure of Leverage ratio template :

On Balance Sheet Exposures September 30, 2019 (*) December 31, 2018 ()
On balance sheet exposures (excluding derivatigesexes, including
1 collaterals) 3,472,158 3,225,87!
2 (Deductions from the capital) (436,937) (244,404
3 Total risk amount of on balance sheet exposureg(®6 1st ve 2nd rows) 3,035,221 2,981,47!
Derivative exposures
4 Replacement cost of derivative exposure 7.805 58t
5 Potential credit risk of derivative exposures 36,112 1.85:
6 Total risk of derivative exposures (Total of 4th5ta rows) 43,917 2.43;
Securities financing transaction exposures
The risk amount of Securities financing transacégposures (excluding o
7 balance sheet exposures) - -
8 The risk amount of transactions bank acting aatg - -
Total risk amount of Securities financing transactexposures (Total of 7t
9 ve 8th rows) - -
Off Balance sheet items
10 The gross nominal amount of off balance sheet items 1,458,057 1,644,12
11 CCR adjustment amount (492,260) (643,524
12 The risk amount of off balance sheet items (TotdlGth ve 11th rows) 965,797 1,000,60:
Capital and total risk
13 Shareholders’ Equity 353,950 433,22¢
14 Total risk amount (Total of 3rd, 6th, 9th and 1&itws) 4,044,935 3,984,51!
Leverage Ratio
15 Leverage ratio 8.85% 10.99Y%
*) Amounts demonstrate the average of last threaths.

(43)



Convenience Translation of Financial StatementsRequbrt Originally Issued in Turkish)

TURKLAND BANK ANON iM SIRKETi
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS
AS OF SEPTEMBER 30, 2019

(Amounts expressed in thousands of Turkish LifaYYunless otherwise stated.)

VII. Explanations Related to Risk Management

Notes and explanations in this section have beepgped in accordance with the Communiqué on Digoss
about Risk Management to be Announced to PubliBayks that have been published in Official Gazetie
29511 on October 23, 2015 and became effectivéd kaoch 31, 2016. According to Communiqué havedo b
presented on a quarterly basis. Due to usage wdatd approach for the calculation of capital adegwy the
Bank, the following tables have not been presented:

- RWA flow statements of credit risk exposures unés
- RWA flow statements of CCR exposures under thertral Model Method (IMM)
- RWA flow statements of market risk exposures uradelMA

Bank’s Risk Management Approach

Risks for all banking processes and related subgsses are identified and risk values are defilmedrder to
evaluate the effectiveness of the defined risk-thasmtrols, the risk values are now automaticadlicalated
and the changes are monitored continuously. Thé Bagsuses on lending in the corporate and SME setgne
operates within the limits set for market risk, as@hnot carry operational risk appetite in ordemtioimize
operational risk. The bank's risk profile and baesg model are integrated under the risk appetiteypo
Accordingly, the Bank must proceed in line with tmits set in the business model.

The structure and organization of the risk managemsygstem in terms of the function and responsiédiof the
Risk Management Group depends on the Board of firecLoyalty to the Board of Directors takes place
through the Audit Committee. Risk Management cotgluts activities under the supervision of the Audi
Committee within the framework of the provisionstioé "Regulation on Internal Systems of Banks anterhal
Capital Adequacy Assessment Process" publishedR/A Risk management considers credit, marketdnte
rate, concentration, liquidity risks and operatiorisks in their works as the basic principle tdabsish the
limits of these risks and control processes. ThekBws established a stress-test-driven managemeaking
into account the changes in the market, as weth@asnaximum amount of loss that may arise in CrRiK,
Operational Risk, Market Risk and other risks witthie scope of internal capital management.

Policies, procedures, workflows and similar docutegaublished by internal systems and all other depnts
are in a common portal accessible to all bank eyggls, and changes made to existing documents dy new
published documents are provided to employees -weié There are many policies and procedures dioty
Credit Policy, Risk Management Policies (Risk ApgePolicy, Market Risk, Liquidity Risk, Operatidngisk,
Concentration Risk, Country and Counterparty Risks) assessed and reviewed annually.

The Risk Management Department inform the BoarDiodctors and top management by monthly basis tepor
on credit risk, market risk, and operational riskas. Credit risk concentration (borrower/grougsibess line,
sector, maturity, currency, collateral etc.), amal/on the defaulting loan portfolio and streststesd analyzes
of capital adequacy; internal and legal market lirpits and compliance with operational risk loss&gart from
this, with the PD analysis reports made in thedfief Credit Risk for 3 months, various breakdowms a
analyzed based on the number of defaults in whiehbiorrower has the default rate. In addition,rdport of
the Audit Committee, which is prepared for 3 montingludes analyzes on all risk types (capital adey,
limits on market and liquidity risk, defaulting logortfolio, sectoral information, credit concetia, risks
related to information technology, etc.).

The Bank reduces the risks arising from the crediivity as determined by the process and politidsas
established. The main instrument used in risk miittgy is collateral, and the collaterals obtained the
collateralization policy are managed by the Creditd Risk Management divisions such as portfolist@mer,
collateral type, etc. and monitored regularly.
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VII. Explanations Related to Risk Management (contiued)
a. Overview of Risk Weighted Assets
Minimum
RWA capital
requirements
September 30,| December 31, September 30,
2019 2018 2019
1 Credit risk (excluding counterparty credit ris€)GR) 2,463,394 2,630,616 258,696
2 Of which standardized approach (SA) 2,463,394 2,630,614 258,656
3 Of which internal rating-based (IRB) approach - - -
4 Counterparty credit risk 19,078 430 2,003
5 Of which standardized approach for counterpamdic risk (SA-
CCR) 19,078 430 2,003
6 Of which internal model method (IMM) - -
7 Equity positions in banking book under marketdsbapproach -
8 Equity investments in funds — look-through apploa -
9 Equity investments in funds — mandate-based agpro -
10 | Equity investments in funds — 1250% risk weig@tapproach -
11 | Settlement risk -
12 | Securitization exposures in banking book -
13 | Of which IRB ratings-based approach (RBA) -
14 | Of which IRB Supervisory Formula Approach (SFA) -
15 | Of which SA/simplified supervisory formula appoh (SSFA) - - -
16 | Market risk 69,971 4,149 7,348
17 | Of which standardized approach (SA) 69,971 4,149 7,344
18 | Of which internal model approaches (IMM) - - -
19 | Operational risk 452,306 456,274 47,49P
20 | Of which Basic Indicator Approach 452,306 456,276 47,49p
21 | Of which Standardized Approach - - -
22 | Of which Advanced Measurement Approach -
23 | Amounts below the thresholds for deduction (scibjo 250%
risk weight) -
24 | Floor adjustment - - -
25 | Total (1+4+7+8+9+10+11+12+16+19+23+24) 3,004,749 3,091,471 315,499
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VII. Explanations Related to Risk Management (contiued)

Risk management strategies and practices are defiadollows: The Bank's Risk Management Group was
establised in 2001 as an independent unit whiclortepto the Member of Audit Committee have been
reponsible for the Audit, Internal Control and RidlRnagement.

Risk management is committed to control processesrdler to determine the limits and measurement of
operational risks, including the risks comprasirigciedit, market, interest rate, concentration, rtetparty,
ligiudity, banking accounts and IT risks.

Objective of risk policies: In line with “Regulatioon Internal Systems of Banks (published in théc@f
Gazette dated July 11, 2014 numbered 29057)", isirsgathe Bank’s operations in accordance with Blaaks’
strategic plans, mission, targets, profitabilitydgeroductivitiy principles by determining Bank’sski strategy
and maximum risk level in line with the volume, Gfieation and complexity of the Bank’s operatiohy
taking into consideration the Bank’s past expemeand performance. Moreover, ensuring to consemee t
interests of depositors and the Bank’s sharehddetérest at a maximum level.

Risk management regularly reports to Senior Manageérand the Audit Committee all the risks the bank
exposed to and concentrations, and the Bank’s auerrial limits of the legal limits are monitoredilga

weekly, monthly and quarterly. These reports cdansisVAR analysis, market risk limits, stress tagtiand

scenario analysis, liquidity and interest rate neenic capital and capital adequacy analysis. Thegerts (daily
value at risk (VAR) analysis, weekly interest ratsk, market risk limits and contains the calcwatiof

economic capital) are also presented to Asset-liiaanagement Committee on a weekly basis. Vitgti

and closing values of a large number of market inskruments are closely monitored and reportec olaily

basis.

Quarterly stress tests and scenario analyzes omoggo capital, capital adequacy, liquidity and peddility
scenarios and credit risk on Bank’s loan portfatioluding benchmark of similar banks are presenitethe
Audit Committee. Management follows the Bank’s perfance and the limits by using these detailedrtepo

The Bank has a system set reporting in accordantte the legislation and the standard shock methad f
measuring and evaluating the interest rate riskiragifrom on-balance sheet and off-balance shesti@as in
the banking accounts by using the standard shotkadeThe Regulation on Measurement and Evaluati@h
the Regulation on Credit Risk Mitigation Technigussintended to be reported on the basis of riglssgs
according to the procedures described. In additibe, liquidity coverage ratio calculated under BdHeis
calculated using a separate reporting system aisdaitmed to measure and monitor the balance beties
Bank's net cash outflows and high quality liquidets and total and foreign currency liquidity caggr ratios.

Risk Management Group calculates Basel Il capidglqaacy calculation systematically, namely Cred#kR
Market Risk and Operational Risk, in accordancérWRegulation on Measurement and Assessment oftélapi
Adequacy of Bank’s” published in the Official Gateetlated October 23, 2015, numbered 29511.
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VII. Explanations Related to Risk Management (contiued)

From January 1, 2014 equity and the capital adggteto of the Bank is calculated in accordancehwtite
“Change in the Regulation on Measurement and Assarsisof Capital Adequacy Ratios of Banks” publisied
the Official Gazette no. 29511, dated October 23,52and “Regulation on Equities of Banks” publistiredhe
Official Gazette n0.28756, dated September 5, 2013.

The Bank updated its disclosures in accordance tith “Change in the Communique on the Financial
Statements to be announced to public by Banks dsw&xplanations and Footnotes Thereof” publisineithe
Official Gazette n0.28983, dated April 26, 2014 amdaccordance with “Communiqué on Disclosures &bou
Risk Management to Be Announced to Public by Bank#hlished in the Official Gazette no.29599, dated
January 20, 2016.

At the Bank, by considering Regulation on the In&rSystems of Banks published in the Official Gizélo.
29057 dated July 11, 2014, banking processes anlitiggo were revised. Consequently, related
procedures/policies are updated/formed and theroapg by the Board of Directors.

In order to manage operational risks that the Bianéxposed to more effectively and form an integpatsk
management point of view, Operational Risk Poliogl &T Continuity Plan was updated, Data Management
Procedure was formed. In order to define, meadiumé,and report market risk the Bank is exposedMarket
Risk Policy is formed. When the Bank manages @agury securities portfolio within the limits deténed by

the Board of Directors, Risk Management Group cheskether Treasury Department is within these risk
limits.

Liquidity Risk is the risk that the Bank cannotfiilllits payment obligations fully and on time due its
insufficient cash inflow or due to inadequate aafalé cash resulting from the mismatch between o#&iws
and outflows.In order to define, measure, followpart the liquidity risk the Bank is exposed to an#le
necessary actions for the results, Liquidity Riskidy is formed. When Liquidity Risk Policy is foed, to
manage the net liquidity position and liquidity sd@ment on an ongoing and forward-looking basgsised at.

Concentration risk is the risk within credit risiat is exposed according to individual debtor aabtor groups,
to debtor groups that indicate similar charactiessin terms of economic and regional sector gealiton the
basis of the assets subject to the collateral geuthat show similar price pattern behavioue tisk that is to
be considered also within the scope of the maikktand operational risk. In order to define, measéollow
and manage the concentration risk the Bank is etz Concentration Risk Policy is formed. Concaign
limits are monitored in compliance with the credigposit and related policies.

Counterparty credit risk refers to the default riékthe counterparty of the transaction beforeléise payment in
the cash flow of this transaction of which bringsabligation to both sides. In order to define, mea, follow
and manage the counterparty credit risk the Bankxjosed to Counterparty Credit Risk Policy is fedm
Counterparty credit risk management is conductedhiey Financial Institutions Department of the Bdnk
taking into account the counterparty’s financiapads, general overview, rating, current and exbct
transaction volumes with T-Bank. The limits for aterparties are determined by the Board of Direxctor

"Banking Book" includes all Assets and Liabilitiéscluding credit) except trading securities pditfoln order

to define, measure, follow, report the interesé nask related to banking book risk the Bank isaseul to and
take necessary actions for the results, interéstrisk policy related to banking book is formeaterest rate risk
is managed by senior management in order to awsigkk from adverse interest rate movements.

Regarding internal assessment process (ISEDES ABJAvhich aims at the Bank has capital requirement
according to its risk profile, Internal Capital Magement Procedure is formed. Within internal capita
management scope, the Bank has established a stsisbased management by taking into account the
estimated maximum loss amount that may occur idigreperational, market and other risks as welttes
changes in the market.
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VII. Explanations Related to Risk Management (contiued)

In order to ensure that the Bank’s term depositcsiire is in line with the Bank’s strategies andidet targets
and is in a robust and sustainable structure, Depaodicy is formed. Policies and systems in orttedefine,
measure and follow the concentration risk of thaelBadeposit is also explained in Deposit Policy.

Organization and structure of Risk Management GrdRigk Management Group work under the Board of
Directors as their functions and responsibilitid$e connection with the Board of Directors and Risk
Management Group is provided through the Audit Catbee

Risk Reporting and Scope and Nature of Measurei@gstems: Limits and market risk reports are present
daily basis by the Risk Management Group, valuRisk report (ALCO), ECAP stress test, scenario ysisl
Durating Gap primary shock, the market data and lieports are presented a weekly basis to Assetsility
Committee. On a quarterly basis, the rest of tip@nts and other works are reported to Audit Coneeithnd
Board of Directors.

Hedging Risk and Process of Risk Mitigation Pokciend Process Related to Control Their Effectivenes
Continuously: Bank carries out risk mitigation peeses and risk hedging for credit risk in accordanith
credit risk policies.

Risks related to market risk are measured and wrauitin accordance with application procedurespiities.
In this respect, the Board of Directors allocatess limits. Limits are monitored, reported, in theest of any
limit exceed it is reported to relevant committesxd units through documentation by electronic miail.
addition, information about limits on use and |I@@gyment concentration is presented to Audit Coremiéind
the Board of Directors quarterly.

Internal Loan Rating System

Internal Rating

Grade September 30, 2019 (%) December 31, 2018 (%)

High

Risk rating class 1 A+ Excellent 3,086 0.27 6,002 0.40

Risk rating class 2 A- Excellent 55,076 491 87,542 6.04
Good

Risk rating class 3 B+ Very Good 100,331 8.94 218,110 15.05

Risk rating class 4 B- Very Good 101,839 9.07 147,910 10.20
Standard

Risk rating class 5 C+ Good 149,589 13.32 244,339 16.85

Risk rating class 6 C- Good 357,280 31.82 337,178 23.26
Substandard

Risk rating class 7 D+ Ordinary 145,071 12.92 162,676 11.22

Risk rating class 8 D- Ordinary 113,419 10.10 163,137 11.25

Risk rating class 9 E Bad 84,379 7.52 70,514 4.90

Risk rating class 10 F Very Bad 11,510 1.03 10,412 0.70
Unrated 1,184 0.10 1,866 0.13
Total 1,122,764  100.00 1,449,686 100.00

The Bank uses 3 main factors for internal credihgasystem. These are financial data, non-findraaga and
specialist decisions. Financial data consist ofitly, financial structure, profitability, growthatios and
turnover rate. Non-financial data consist of loiant business, relation with finance sector anttaeanalysis.
The Bank measures the credit rating of companjesdking comparisons regarding the financial dath ron-
financial data.
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VII. Explanations Related to Risk Management (contiued)

In the existing rating system, the collateral asstyto loans are not taken into account in thengatiThe
information about customers with F, E and D- raisyghown below.

“F” rating;

Number of clients with “F” rating is 2 with an otasding risk of TRY 11,510 (December 31, 2018: TRY
10,412; 2 clients). 100% (2 clients) of these dhesre granted against mortgage with outstandsigaf TRY
11,510 (December 31, 2018: 2 client; 100%)

“E” rating;

Number of clients with “E” rating is 8 and total tetanding risk is TRY 84,379 (December 31, 201BYT
70,514; 16 clients). 13% (3 clients) of these dhesre granted against mortgage with outsandihgafisSTRY
10,729 (December 31, 2018: TRY 37,972; 49%). 4%lights) of these clients are granted against @osto
Check/Note with outstanding risk of TRY 3,048 (Dexer 31,2018: TRY 14,290; 19%).

“D-" rating;

Number of clients with D- rating is 13 and totaltstanding risk is TRY 113,419 (December 31, 201RYT
163,137; 37 clients). 12% (4 clients) of thesentbegranted against mortgage have outstandingofiSkRY
13,880 (December 31, 2018: TRY 36,593; 22%), 19%li¢ht) of these customers are granted againsbicies
check/note with outstanding risk of TRY 21,841 (Beber 31, 2018: TRY 6,590, 4%). 0.48% (1 client) of
these clients are granted against cash blockagesjmo with outstanding risk of TRY 550 (Decembédr, 2018:
TRY 698; 0.4%). 3% (1 client) of these clients granted against assignment with outstanding riskRY
3,564 (December 31, 2018: TRY 3,413; 2%). 18% i@nt] of these clients are granted against velgtdege
with outsanding risk of TRY 20,842 (December 31120TRY 59,532, 36%).

There is no financial assets at fair value thropigifited loss whose terms have been renegotiated.
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SECTION FIVE

EXPLANATIONS AND DISCLOSURES ON UNCONSOLIDATED FINA NCIAL

STATEMENTS

l. Explanations and Disclosures Related to the Aste

1. a) Information on Cash and Balances with the Garal Bank of Turkey:
September 30, 2019 December 31, 2018
TRY FC TRY FC
Cash in Vault/Foreign Currency 4,129 35,867 7,586 24,513
Balances with the Central Bank of Turkey 79,064 208,011 105,733 172,579
Total 83,193 243,878 113,319 197,092

b) Information related to the account of the Cental Bank of Turkey:

September 30, 2019

December 31, 2018

TRY FC TRY FC
Unrestricted demand deposits 76,418 2,391 102,031 2,885
Unrestricted time deposits - - - -
Restricted time deposits - - - -
Reserve deposits 2,646 205,620 3,702 169,694
Total 79,064 208,011 105,733 172,579

c) Explanations related to reserve deposits:

According to the "Communiqué on Amendments to beerman Communiqué on Required Reserves" of Central
Bank of the Republic of Turkey numbered 2011/11 &l 1/13 reserve deposit rates applied to TRY R@d
liabilities has changed. The current required neseates as of the date of approval of the findratetements

are as follows:

FC reserve deposits rates:

FX demand
deposits, notice .
deposits and FX anﬁgoitt;/sx
private current P p ith liabiliti FX liabilti
accounts, FX account(sj \INIt - FX liabilities liabilities FX liabilities Other liabilities up
deposits/FX year an onger FX Special fund up to 1-year 1-2 year 2- 3 year to 3-5 year Other liabilities
articipation maturity an pools _maturity maturity _maturity maturity longer than 5 years
P cumulative FX (including 1- ) } (including 3- ] -
accounts up to ; (including (including 5-year)
deposits/ FX year) year)
1-month, up to participation 2-year)
3-month, up to 6- accounts
month and up to 1-
year maturities
Ratios for
corresponding
17.0% 13.0% maturities 21.0% 16.0% 11.0% 7.0% 5.0%
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l. Explanations and Disclosures Related to the Aste(continued)

C) Explanations related to reserve deposits (comtiied):

TRY reserve deposits rates:

Demand Deposits/pa Deposits/partici  Deposits/partici Deposits/partici Other
deposits, rticipation atFi)on acsounts atFi)on acsounts Deposits/partici pation accounts  Other liabilities liabilities up to Other
notice accounts up P P p p with 1-year and up to 1-year p s .

. up to 3-month up to 6-month  pation accounts . h 3-year liabilities with
deposits and o 1-month maturit maturit up to 1-year longer maturity maturity maturit longer 3-year
private maturity ) irty ] irty P Y and cumulative (including 1- . ity ger 5y

. . (including 3- (including 6- maturity . - (including 3- maturity
current (including deposits/partici year)
month) month) - year)
accounts 1-month) pation accounts
7.0% 7.0% 7.0% 4.0% 2.0% 1.0% 7.0% 3.5% 1.0%
2. Information on financial assets at fair value tihough profit and loss (net):

a.1l) Information on financial assets at fair vatumugh profit and loss given as collateral or klxt: None

a.2) Financial assets at fair value through peofid loss subject to repurchase agreements: None

The Bank does not have net book value of unresttifinancial assets at fair value through profitl dmss

(December 31, 2018: None).

b) Positive differences related to derivative ficiahassets held-for-trading:

September 30, 2019

December 31, 2018

TRY FC TRY FC
Forward Transactions - - 110 -
Swap Transactions - 26 - 115
Futures Transactions - - - -
Options - - 544 -
Other - - - -
Total - 26 654 115

3. Information on banks:

September 30, 2019

December 31, 2018

TRY FC TRY FC

Banks
Domestic 80 84 28 106
Foreign - 568,491 - 286,898
Branches and head office abroad - - - -
Total 80 568,575 28 287,004
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l. Explanations and Disclosures Related to the Aste(continued)

4. Information on fair value through the statement of other comprehensive income (FVTOCI)
financial assets:

a.1l) Information on fair value through the statetmnehother comprehensive income (FVTOCI) financial
assets as collateral or blocked:

None.
a.2) Information on financial assets availabledale subject to repurchase agreements: None.

Net book value of financial assets measured atviaine through other comprehensive income is TR8 13
(December 31, 2018: unquoted stocks amounting T88j.1

b) Information on financial assets available fdegzortfolio:

September 30, 2019December 31, 2018

Debt securities 6 6
Quoted on a stock exchange - -
Not quoted 6 6

Share certificates 138 138
Quoted on a stock exchange - -
Not quoted 138 138

Impairment provision (-) - -

Total 144 144

In line with the accounting policies of the BanKl, anquoted financial assets at fair value througher
comprehensive income are recorded at fair valuemxtor the Bank's investment of TRY 138 which is
recorded investment at cost since its fair valusmoabe reliably estimated (December 31, 2018: TRY).
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l. Explanations and Disclosures Related to the Assefsontinued)

5. Information on loans:

a) Information on all types of loans or advance®gito shareholders and employees of the Bank:

September 30, 2019

December 31, 2018

Cash Non-cash Cash Non-cash
Direct loans granted to shareholders 217 18,658 53,163 48,693
Corporate shareholders 217 18,658 53,163 48,693
Real person shareholders - - - -
Indirect loans granted to shareholders 7,200 7,741 - 3,014
Loans granted to employees 370 675 820 797
Total 7,787 27,074 53,983 52,504
b) Information on the first and second group loarsl other receivables including restructured

rescheduled loans:

Standard Loans anc
Other Receivables

Loans and Other Receivable
Under Close Monitoring

Loans and  Restructured Restructured

Cash Loans Other or Loans and Other or
Receivables Rescheduled Other Receivables Rescheduled Other
Non-specialized loar 721,12z 11,44¢€ - 318,761 71,432 -
Business loans 293,470 11,44¢ - 299,988 71,43¢ -
Export loan 80,977 - - 18,622 - -
Import loan: - - - - - -
Loans given to financial sector 173,92 - - - - --
Foreign loan - - - - - -
Consumer loar 1,125 - - 58 - -
Credit cards - - - - - -
Precious metals loa - - - - - --
Other 171,62: - - 93 - -
Specialized loans - - - - - -
Other receivable - - - - - -
Total 721,12z 11,44¢€ - 318,761 71,43¢ -

Expected Credit Losse Standard Loans

Loans Under Close Monitoring

12 Months Expected Credit Lc 6,50¢ -
Significant Increase in Credit Ri - 41,80¢
Total 6,50¢ 41,80¢

C) Loans according to their maturity structure:

Standard Loans anc
Other Receivable

Loans and Other Receivable
Under Close Monitoring

Loans and Othel Restructured or

Loans and Othel

Restructured or

Cash Loans Receivables Rescheduled Receivables Rescheduled
Shor-term Loans and othiReceivable 360,886 - 116,955 28,957
Non-specialized loar 360,86 - 116,95! 28,957
Specialized loar - - - -
Other Receivable - - - -
Medium and lon-term loans and othu 360,236 11,448 201,806 42,476
receivable:
Non-specialized loar 360,236 11,448 201,806 42,476
Specialized loar - - - -
Other Loan - - - -
Total 721,122 11,448 318,761 71,433
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l. Explanations and Disclosures Related to the Assdfsontinued)
5. Information on loans (continued):

C) Loans according to their maturity structure (conéd):

Number of Changes for the Payment
Plan Extensior Standard Loans an¢ Other Receivable Watching Loans and Other Receivable

1 or 2 times extende 11,448 71,433
3, 4 or 5 times extend - -
5 Over the extend: - -
Total 11,44¢ 71,43

Standard Loans and Other Receivable Watching Loans and OtherReceivable
0-6 Montt 11,448 38,474
6- 12 Montt - 12,861
1-2Yea - 14,175
2-5Yea - 5,923
5 Years and Ov - -
Total 11,448 71,433

As of September 30, 2019, in accordance with “Reaguiaon Procedures and Principles for Determinatib@ualifications
of Loans and Other Receivables by Banks and Prowdimihe reserved” the Bank calculated expectedtdoss provision
of TRY 109 for standard loan.
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l. Explanations and Disclosures Related to the Aste(continued)

5. Information on loans (continued):

d) Information on consumer loans, individual cred#irds, personnel loans and credit cards given to
personnel:

Medium and
Short Term Long Term Total

Consumer Loan-TRY 531 362 893
Housing Loan - 44 44
Car Loan - - R
General Purpose Loa 531 318 849
Othel - - R

Consumer Loans —-Indexed to FC - - R
HousingLoans - - R
Car Loan - - R
General Purpose Loa - - R
Othel - - R

Consumer Loan-FC - - R
Housing Loan - - R
Car Loan - - R
General Purpose Loa - - R
Othel - - R

Individual Credit Cards -TRY - - R
With Installment - - R
Without Installment - - R

Individual Credit Cards -FC - - R
With Installment - - R
Without Installment - - R

Personnel Loan-TRY 55 136 191
Housing Loan - - R
Car Loan - - R
General Purpose Loa 55 136 191
Othel - - R

Personnel Loan:- Indexed to FC - - R
Housing Loan - - R
Car Loan - - R
General Purpose Loa - - R
Othel - - R

Personnel Loan-FC - - R
Housing Loan - - R
Car Loan - - R
General Purpose Loa - - R
Othel - - R

Perscnnel Credit Cards-TRY - - R
With Installment - - R
Without Installment - - R

Personnel Credit Cards-FC - - R
With Installment - - R
Without Installment - - R

Overdraft Accounts-TRY (Real Persons) (* 99 - 99

Overdraft Accounts-FC (Real Fersons - - R

Total 685 498 1,183

*) Overdraft Accounts includes TRY 98 personnel loans.
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l. Explanations and Disclosures Related to the Aste(continued)
5. Information on loans (continued):

e) Information on commercial loans with installmentsla@orporate credit cards:

Medium and
Short Term Long Term Total

Commercial loans with installment facility-TRY - 136,033 136,033
Business Loans
Car Loans
General Purpose Loans
Other
Commercial loans with installment facility - Indexed to FC
Business Loans
Car Loans
General Purpose Loans
Other
Commercial loans with installment facility - FC
Business Loans
Car Loans
General Purpose Loans
Other
Corporate Credit Cards-TRY
With Installments
Without Installments
Corporate Credit Cards-FC
With Installments
Without Installments
Overdraft Accounts-TRY (Legal Entities)
Overdraft Accounts-FC (Legal Entities)

1,040 1,040
134,993 134,993

45,736 45,736

33,307 33,307
12,429 12,429

(o]
(ee]

88

(o]
[ee]

Total 181,769 181,857

f)  Domestic and foreign loans:

September 30, 2019 December 31, 2018

Domestic loans 1,122,764 1,449,651
Foreign loans - 35
Total 1,122,764 1,449,686

g) Loans granted to subsidiaries and associates: None.

h) Expected credit losses provided against loans é33ag

September 30, 2019 December 31, 2018

Expected Credit Losses

Loans and other receivables with limited colledtgbi 43,422 123,428
Loans and other receivables with doubtful colleititsth 82,769 91,756
Uncollectible loans and receivables 311,175 255,322
Total 437,366 470,506
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l. Explanations and Disclosures Related to the Aste(continued)

5. Information on loans (continued):

i) Information on non-performing loans (Net):

j-1) Information on loans and other receivablesluded in non-performing loans, which are

restructured or rescheduled:

11l. Group IV. Group V. Group
Loans and Loans and
receivables with  receivables with Uncollectible
limited doubtful loans and
collectability collectability receivables
September 30, 2019
(Gross amount before provision) (*) 15,499 3,739 3,059
Restructured Loans and Other Receivables 15,499 3,739 3,059
Rescheduled Loans and Other Receivables - -
December 31, 2018
(Gross amount before specific provision)(*) 500 10 3,482
Restructured Loans and Other Receivables 500 10 3,482
Rescheduled Loans and Other Receivables - -
*) As of September 30, 2019 total expected ¢redses set aside for the loans and other redewaéstructured or tied to redemption
planis TRY 1,093 (December 31, 2018: TRY 613).
j-2)  The movement of non-performing loans:
11l. Group IV. Group V. Group
Loans and other Loans and othel
receivables witt  receivables witt Uncollectible

limited doubtful loans and othe
collectability collectability receivables
December 31, 2018 Balance 208,815 202,855 451,653
Additions (+) 199,679 25,611 30,876
Transfers from other categories of non-perfornaams (+) - 136,964 357,408
Transfers to other categories of non-performiramo(-) (314,814) (179,559) -
Collections (-) (26,942) (7,582) (15,557)
Write-offs (-) - (7,839) (130,871)
Corporate and commercial loans - - -
Retail loans - - -
Credit cards - - -
Indexation difference (-) - - -
Other - - -
September 30, 2019 Balance 66,738 170,450 693,509
Provision (-) (43,422) (82,769) (311,175)
Net Balances on Balance Sheet 23,316 87,681 382,334

j-3) Information on foreign currency non-performilogins and other receivables:

None.
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l. Explanations and Disclosures Related to the Aste(continued)
5. Information on loans (continued):

j-4) Information regarding gross and net amountsasf-performing loans with respect to user groups:

Ill. Group V. Group V. Group
Loans and
Loans and receivables with Uncollectible
receivables with doubtful loans and
limited collectability collectability receivables
September 30, 2019 (Net)
Loans to Real Persons and Legal Entities (Gross) 66,738 170,450 693,509
Provision (-) (43,422) (82,769) (311,175)
Loans to Real Persons and Legal Entities (Net) 23,316 87,681 382,334
Banks (Gross) - - -
Provision (-) - - -
Banks (Net) - - -
Other Loans and Receivables (Gross) - - -
Provision (-) - - -
Other Loans and Receivables (Net) - - -
December 31, 2018 (Net)
Loans to Real Persons and Legal Entities (Gross) 208,815 202,855 451,653
Specific provision (-) (123,428) (91,756) (255,322)

Loans to Real Persons and Legal Entities (Net) 85,387 111,099 196,331
Banks (Gross) - - -
Specific provision (-) - - R
Banks (Net) - - -
Other Loans and Receivables (Gross) - - R
Specific provision (-) - - -
Other Loans and Receivables (Net) - - R

j-5) Interest accruals and valuation differencatcuated for non-performing loans with expecteddar
losses in accordance with TFRS 9 are as follows:

As of September 30, 2019, TRY 61,320 interest heenbcalculated in accordance with TFRS 9 for loans
classified as NPL during the period.

k) Main principles of liquidation policies of non-perming loans and receivables:

According to the “Methods and Principles for thetd@eination of Loans and Other Receivables to bseRed
for and Allocation of Reserves”; legal action isread on considering firms, guarantors and existinjaterals
and provisions are made for non-performing loarecitordance with the relevant decree.

[) Explanations on write-off policy:

As of September 30, 2019, there is not any writ#rassets due to the decision of the Board of @es
(December 31, 2018: None).

The act of deleting actively for customers who dogumented as having no solvency by the requesteof
Department of Law and Credits is assessed withénfthmework of the authorities granted by the Boafrd
Directors. The following loan amounting to TL 13807 with 100% provision booked in lending and other
receivables category was excluded from the recaftds being sold to Mega Varlik YonetimiSAby the Board

of Directors decision numbered 575 dated March)892
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l. Explanations and Disclosures Related to the Aste(continued)
6. Financial assets at amortized cost:

a.l) Information on financial assets at amortizest investments given as collateral or blocked:

September 30, 2019 December 31, 2018

TRY FC TRY FC
Share certificates - - - -
Bond, Treasury bill and similar securities 236,965 - 285,941 -
Other - - - -
Total 236,965 - 285,941 -

As of September 30, 2019, collateral or blockediirial assets measured at amortised cost; stodiaege
balance is TRY 46,708, Interbank balance is TRY,088, Takasbank balance is TRY 2,010, cheque olgari
pledge is TRY 216 (December 31, 2018: collaterddlocked financial assets measured at amortiset] stogk
exchange balance is TRY 56,903, Interbank balanddiy 227,585, Takasbank balance is TRY 1,270, wheq
clearing pledge is TRY 183.).

a.2) Financial assets measured at amortised dojgtcstio repurchase agreements:

September 30, 2019 December 31, 2018
Share certificate - -
Bond, Treasury bill and similar securi - 182,72:
Othel - -
Total - 182,72:

Financial assets at amortized cost amounting to TR¥,904 are being held as unrestricted deposits
(December 31, 2018: TRY 542,924).

b) Information on amortized financial assets:

Septembe 3G, 201¢ December 31, 208
Government bont 961,86 1,011,58:
Treasury bill - -
Other public sector debt securi - -
Total 961,86 1,011,58:

c) Information on amortized financial assets:
Septembe 30, 201€ December 31, 201
TRY FC TRY FC

Debt securitie
Quoted on a stock exchar 961,869 - 1,011,58¢€ -
Not quoted on a stock exchal - -

Provision for impairment-) - - - -

Total 961,869 - 1,011,58¢€ -
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l. Explanations and Disclosures Related to the Aste(continued)

d) Movement of amortized financial assets:

September 30, 2019 December 31, 2018
Beginning balance 1,011,588 846,967
Foreign currency differences on monetary assets (*) 38,120 218,881
Purchases during year - -
Disposal through sales and redemptions (87,839) (54,260)
Impairment provision (-) - -
Closing Balance 961,869 1,011,588
*) Interest income rediscount changes were shioviareign currency differences on monetary askets
7. Information on associates (Net):

The Bank has 1.4925% participation in the Crediakaatee Fund.

8. Information on subsidiaries (Net):

The Bank has no subsidiaries in the current period

9. Information on jointly controlled entities:

The Bank has no jointly controlled entities in tharent period.

10. Information on lease receivables (Net):

The Bank has no lease receivables in the curreitce

11. Information on derivative financial assets for hedgng purposes:
The Bank has no financial assets for hedging peposthe current period.
12 Information on tangible assets (Net):

This footnote is not prepared in compliance with #rticle 25 of the communique “Financial Statenseand

Related Disclosures and Footnotes to be AnnounceBublic by Banks” for the interim period financial
statements.

13 Information on intangible assets:

This footnote is not prepared in compliance wita #rticle 25 of the communique “Financial Statenseabd
Related Disclosures and Footnotes to be AnnounceBublic by Banks” for the interim period financial
statements.

14. Investment Property (Net):

None

(60)



Convenience Translation of Financial StatementsRequbrt Originally Issued in Turkish)

TURKLAND BANK ANON iM SIRKETi
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS
AS OF SEPTEMBER 30, 2019

(Amounts expressed in thousands of Turkish LifaYYunless otherwise stated.)

l. Explanations and Disclosures Related to the Aste(continued)
15. Explanations on deferred tax assets:

a) As of September 30, 2019, deferred tax asset eaémlilon financial loss is TRY 57,298 (December 31,
2018: deferred tax asset calculated on financid Ie TRY 69,662). Deferred tax asset calculatethen
other temporary differences is TRY 4,963 (Decen8fer2018: deferred tax liability calculated on athe
temporary differences is TRY 483).

b) Temporary differences over which deferred tsseais not computed and recorded in the balarest gh

prior periods: None.

c) Allowance for deferred tax and deferred tsseds from reversal of allowance:

As of September 30, 2019, the deferred tax assédted to provision for impairment for deferred &nd
deferred tax assets resulting from the revers#i@provision for impairment are 48,493 TRY (DecemBl,

2018: TRY 29,769).

16. Information on assets held for sale and discanued operations:

September 30, 2019 December 31, 2018

End of Current Period

Beginning of period 107,551 -
Acquisitions 59,249 148,673
Assets sold (Cost) (18,941) (23,640)
Impairment (2,596) (17,482)
Net Book Value 145,263 107,551

17. Information on other assets:

a) Breakdown of other assets:

September 30, 2019 December 31, 2018

Assets to be Sold 1,257 1,278
Settlement Accounts 26,519 21,829
Prepaid Expenses 10,435 9,410
Other 5,767 2,408
Total 43,978 34,925

b) Other assets which exceed 10% of the balance t#teé{excluding off balance sheet commitments) and

breakdown of these which constitute at least 20Yrafd total: None.
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Il. Explanations and Disclosures Related to the labilities

1. Information on maturity structure of deposits:

a.1l) September 30, 2019

7 Day Call Uptol 1-3 3-6 6 Month-1 1 Year Accumulating

Demanc Accounts month Months Months Year And over Deposits Total

Saving deposits 7,769 - 40,213 1,019,771 123,560 67,319 26,166 - 1,284,798
Foreign currency deposits 114,479 - 35,579 773,034 45,622 11,303 32,581 - 1,012,598
Residents in Turkey 112,823 - 29,780 744,564 42,536 9,138 1,941 - 940,782
Residents abroad 1,656 - 5,799 28,470 3,086 2,165 30,640 - 71,816
Public sector deposits 12,175 - - - - - - - 12,175
Commercial deposits 30,333 - 51,775 367,636 58,949 3,535 1,910 - 514,138
Other institutions deposits 249 - 1,250 38,082 6,031 794 - - 46,406

Precious metals deposits - - - - - - - - -
Interbank deposits 1,750 - 338,448 - - - - - 340,198
Central Bank of Turkey - - - - - - - - -
Domestic Banks 63 - - - - - - - 63
Foreign Banks 1,687 - 338,448 - - - - - 340,135
Participation Banks - - - - - - - - -
Other - - - - - - - - -

Total 166,755 - 467,265 2,198,523 234,162 82,951 60,657 - 3,210,313
a.2) December 31, 2018:
7 Day Call Uptol 1-3 3-6 6 Month-1 1 Year Accumulating

Demand Accounts month Months  Months Year And over Deposits Total
Saving deposits 10,603 - 43,437 1,108,934 205,154 66,698 20,444 - 1,455,270
Foreign currency deposits 55,098 - 29,076 799,980 40,672 29,471 37,797 - 992,094
Residents in Turkey 51,427 - 23,117 783,133 36,623 28,921 8,732 - 931,953
Residents abroad 3,671 - 5,959 16,847 4,049 550 29,065 - 60,141
Public sector deposits 2,108 - - - 15,594 - - - 17,702
Commercial deposits 53,705 - 39,442 243,460 9,408 4,266 31,835 - 382,116
Other institutions deposits 215 - 1,588 44,887 - - - - 46,690
Precious metals deposits - - - - - - - - -
Interbank deposits 1,097 - - - - - - - 1,097
Central Bank of Turkey - - - - - - - - -
Domestic Banks 98 - - - - - - - 98
Foreign Banks 999 - - - - - - - 999
Participation Banks - - - - - - - - -
Other - - - - - - - - -
Total 122,826 - 1135543 2,197,261 270,828 100,435 90,076 -2,894,969

b.1) Information on saving deposits under the guaeof saving deposits insurance:

i. Information on saving deposits:

Under the Guarantee of

Exceeding the Limit of

Saving Deposits Insurance Insurance
September 30, December 31, September 30, December 31,
2019 2018 2019 2018
Saving deposits 317,667 298,733 945,729 1,130,091
Foreign currency saving deposits 99,529 64,131 549,881 610,937
Other deposits in the form of saving deposits 1,644 1,099 21,100 27,282
Foreign branches’ deposits under foreign authlsifnsurance - - - -
Off-shore banking regions’ deposits under foreigtharities’
insurance - - - -
Total 418,840 363,963 1,516,710 1,768,310
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Il. Explanations and Disclosures Related to the Likilities (continued)
ii. Deposit amounts not under the guarantee of sawepgsit:

Deposits of real persons not under the guarantsawifig deposit insurance:

September 30, 2019 December 31, 2018

Deposits and accounts in branches abroad - -
Deposits of ultimate shareholders and their clasdlfes - -
Deposits of chairman, members of the Board of Dirscand assistant general

managers and their close families 1,745 1,525
Deposits obtained through illegal acts definechin282° Article of the 5237

numbered Turkish Criminal Code dated September 2&.20 - -
Saving deposits in banks established in Turkeyusietly for off shore

banking activities - -

2. Information on derivative financial liabilities:

a) Negative differences table related to derivafiivancial liabilities held-for-trading:

September 30, 2019 December 31, 2018
TRY FC TRY FC
Forward Transactions - - 121 -
Swap Transactions 5,650 - - 209
Futures Transactions - - - -
Options - - 544 -
Other - - - -
Total 5,650 - 665 209
3. Information on borrowings:
a) Information on banks and other financial ingiitns:
September 30, 2019 December 31, 2018
TRY FC TRY FC
From Domestic Banks and Institutions 5,616 2,293 1,583 1,529
From Foreign Banks, Institutions and Funds - - - 8,031
Total 5,616 2,293 1,583 9,560
b) Maturity analysis of borrowings:
September 30, 2019 December 31, 2018
TRY FC TRY FC
Short-term 5,616 2,293 1,583 8,830
Medium and long-term - - - 730
Total 5,616 2,293 1,583 9,560

c) Additional explanations related to the concdidrs of the Bank’s major liabilities:

Bank diversifies its funding resources by custordeposits and domestic borrowings. 99% of bank
deposits and 36% of other deposits are denominatiedeign currencies.
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4,

a)

b)

<)

d)

Explanations and Disclosures Related to the Likilities (continued)
Information on funds provided from repurchase ageement transactions:None.

Other liabilities which exceed 10% of the balance heet total (excluding off-balance sheet
commitments) and the breakdown of these which congite at least 20% of grand total

None.

Explanations on lease obligations (Net):

The general explanations on criteria used in deteng installments of financial lease agreements,
renewal and purchasing options and restrictioriséragreements that create significant obligatiorthe

Bank:

In the financial lease agreements, installmentsbased on useful life, usage periods and provisodns
the Tax Procedural Code.

Explanations regarding operational leases:
Head-Office and all branch premises of the BanKeaised under operational leases. In 2019, opesdtio
lease expenses amounting to TRY 6,286 have beendest in the profit and loss accounts (December

31, 2018: TRY 20,105). The lease periods vary betweand 10 years.

Explanations on the lessor and lessee in saleeas@ Iback transactions, agreement conditions, ajaf m
agreement terms: None.

Information on derivative financial liabilities for hedging purposes:
None.

Information on provisions:

Information on general provisions: None.

Foreign exchange losses on the foreign curréndgxed loans and finance lease receivables are
amounted to TRY 7 (December 31, 2018: None.)

The specific provisions of TRY 22,601 were po®d for unindemnified non-cash loans. (December 31,
2018: TRY 22,069)

Information on employee termination benefits andsed vacation accrual:

The Bank has calculated the reserve for employamitation benefits by using actuarial valuation
methods as set out in the TAS No:19 and refledtidin the financial statements.
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Il. Explanations and Disclosures Related to the Likilities (continued)
8. Information on provisions (continued)
d) Information on employee termination benefits andsed vacation accrual (continued):

d.1) Table of provision for employee of bergefit

September 30, 2019  December 31, 2018

Employee termination benefit provision 8,608 8,845
Unused vacation provision 2,497 3,098
Total of provision for employee benefits 11,105 11,943

In accordance with TAS 19 “Turkish Accounting Stardlon Employee Benefits”; total benefit is caltcethfor
each employee who has completed over one yeamatsgwhose employment is terminated due to neinet

or for reasons other than resignation or miscondlice cost of providing benefits to the employeasthe
services rendered by them under the defined beplefitis determined by independent actuaries afynusing

the projected unit credit method. All actuarial igaiand losses are recognized in the income statemen
According to communique numbered 28585 dated Mag;2013 published in Turkish Trade Registry Gazett
as per TAS 19 actuarial gain that is recorded urgtereholders’ equity amounting to TRY 2,877 as of
September 30, 2019 (December 31, 2018: TRY 2,6itf.ga
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Il. Explanations and Disclosures Related to the Likilities (continued)
8. Information on provisions (continued)

e) Information on other provisions:

e.1l) Provisions for possible losses: None.

e.2) The breakdown of the sub accounts if othevipians exceed 10% of the grand total of provisions

September 30, 2019 December 31, 2018

Specific provisions provided for unindemnified ncash loans 22,601 22,069
Other provisions (*) 9,428 5,147
Total 32,029 27,216

(*) Other provisions include TRY 438 of bonus prgiens, TRY 5,967 of litigation provision and TRY033
other provisions. (December 31, 2018: TRY 438 afusoprovisions, TRY 4,709 of litigation provision).

9. Explanations on taxes payable:
a) Information on current tax liability:

a.1l) As of September 30, 2019, remaining tax liighafter prepaid taxes are netted off;

September 30, 2019 December 31, 2018

Current Period Tax Payable -

Prepaid Tax - (42)
Total - (412)
9. Explanations on taxes payable:

a.2) Explanations on taxes payable:

September 30, 2019 December 31, 2018

BITT 2,106 3,415
Taxation on Securities 5,967 3,167
Payroll Tax 1,792 1,401
Property Tax 609 613
Value Added Tax Payable 557 405
Stamp Tax 54 43
Corporate Tax Payable - -
Other 38 182
Total 11,123 9,226
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. Explanations and Disclosures Related to the Liabilies (continued)

a.3) Information on premiums:

September 30, 2019 December 31, 2018

Social Security Premiums-Employer 775 729
Social Security Premiums-Employee 490 459
Bank Social Aid Pension Fund Premium-Employer 65 61
Bank Social Aid Pension Fund Premium-Employee 33 30

Pension Fund Membership Fees and Provisions-Employe - -
Pension Fund Membership Fees and Provisions-Employe - -
Unemployment Insurance-Employee - -
Unemployment Insurance-Employer - -
Other - -

Total 1,363 1,279

b) Explanations on deferred tax liabilities, if aiNone.
10. Information on Shareholders’ Equity:
a) Presentation of Paid-in capital:

As of September 30, 2019 the nominal value of thalBs capital is amounting to TRY 650,000 and
consists of 6,500 million shares

September 30, 2019 December 31, 2018

Common stock (*) 650,000 650,000
Preferred stock i )
(*) Nominal Capital

Capital increase and decrease of USD 30 millionitaxhél capital as TRY 164 million has been redlize
simultaneously on 25 September 2019 with the agd@VBRSA on August 2, 2019.

On August 26, 2019, the Board of Directors of ttemBdecided to increase the capital by USD 60 onilto be
realized in 2019. As of 23 September 2019, thaedladSD 60 million was transferred to the bank d#ga the
liabilities. As of the report date, the legal preseelated to capital increase is still ongoing.

b) The Bank does not apply registered share capisasy

c) Information on share capital increases’ theirrses and other information on increased capitateshin
the current period: Explained in a) section.

d) Information on share capital increases from rev@uogunds in the current period: None.

e) Capital commitments in the last fiscal year andhat end of the following interim period, the gernera
purpose of these commitments and projected resouecgiired to meet these commitments: None.

f) Indicators of the Bank’s income, profitability aliquidity for the previous periods and possiblecets of
these future assumptions on the Bank’s equity ddlee uncertainty of these indicators:

Prior year income, profitability and liquidity ofi¢ Bank is closely monitored by the Financial R&pgr
Department and reported to the Board of Directésset and Liability Committee. Risk Management
tries to forecast the effects of interest, curreaog maturity fluctuations that change these irdisa
with static and dynamic scenario analysis. Net tagakie, which is defined as the difference of fair
values of assets and liabilities, is measured. &gpiens are made for Bank’s future interest incatiae
simulations of net interest income and scenaridyaisa

g) Information on preferred shares: None.

h) Information on marketable securities value incrdasd: None.
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[l Explanations and Disclosures Related tthe Off-Balance Sheet Contingencies and Commitments
1. Information on off-balance sheet liabilities:

a) Nature and amount of irrevocable loan commitisie

September 30, 2019December 31, 2018

Loan granting commitments 1,507 2,592
Payment commitments for checks 29,568 32,496
Forward asset purchase and sales commitments 5,644 20,339
Other irrevocable commitments - 625
Total 36,719 56,052

b) Possible losses and commitments related to offAisalaheet items including items listed below:

The Bank, within the context of banking activitiesydertakes certain commitments, consisting of loan
commitments, letters of guarantee, acceptancetsradd letters of credit

b.1) Non-cash loans including guarantees, accepsafinancial guarantees and other letters of tedi

September 30, 2019 December 31, 2018

Bank acceptance loans - 739
Letters of credit 42,679 47,770
Other guarantees and collaterals 456,520 392,471
Total 499,199 440,980

b.2) Guarantees, suretyships, and similar tditses:

September 30, 2019 December 31, 2018

Definite letter of guarantess 745,503 979,156
Temporary letter of guarantees 25,504 30,123
Other letter of guarantees 116,651 134,856
Total 887,658 1,144,135

¢) Total amount of non-cash loans:

September 30, 2019 December 31, 2018

Non-cash loans given against achieving cash loans 71,118 85,518
With maturity of 1 year or less than 1 year 31,277 21,280
With maturity of more than 1 year 39,841 64,238

Other non-cash loans 1,315,739 1,499,597

Total 1,386,857 1,585,115
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IV.  Explanations and Disclosures Related to the Stament of Income

1. a) Information on interest on loans:

September 30, 2019 September 30, 2018
Interest on loans (*) TRY FC TRY FC
Short term loans 108,539 11,331 203,821 6,227
Medium and long term loans 44,779 10,023 82,070 9,507
Interest on non-performing loans 62,573 - 16,103 -
Total 215,891 21,354 301,994 15,734

(*) Includes fees and commissions obtained fronh ¢aans.

b) Information on interest received from banks:

September 30, 2019

September 30, 2018

TRY FC TRY FC

The Central Bank of Turkey - 41 - 58

Domestic banks 292 105 7 2,498

Foreign banks - 6,577 1,280

Branches and head office abroad - - - -

Total 292 6,723 7 3,836
c) Interest received from marketable securities pafolio:

September 30, 2019

September 30, 2018

TRY FC TRY FC
Available for sale assets - - - -
Held to maturity assets - - - -
Trading securities - - - -
Financial assets at fair value through profit aveb| - - 22 -
Financial assets at fair value through other
comprehensive income - - - -
Financial assets measured at amortized cost 111,591 - 117,599 -
Total 111,591 - 117,621 -

d) Information on interest income received from assciates and subsidiariesNone.
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IV.  Explanations and Disclosures Related to the Stament of Income (continued)

2. a) Information on interest on funds borrowed:
September 30, 2019 September 30, 2018
Interest on funds borrowed (*) TRY FC TRY FC
Banks 365 91 429 2,118
The Central Bank of Turkey - - - -
Domestic banks 365 59 429 192
Foreign banks - 32 - 1,926
Branches and head office abroad - - - -
Other financial institutions - - - -
Total 365 91 429 2,118
(*) Includes fees and commission expenses for borr@wing
b) Information on interest expense to associatesid subsidiaries None.
c) Information on interest expense to marketable swirities issued:None.

d) Distribution of interest expense on deposits basl on maturity of deposits:

September 30, 2019

Time Deposits

More
Account Name Demand Uptol Upto3 Upto6 Uptol thanl Accumulating
Deposits Month Months  Months Year Year Deposits  Total

TRY

Bank deposits - 46 - - - - - 46

Saving deposits - 7,870 175,561 25,151 10,916 4,361 - 223,859

Public sector deposits - - 103 889 - - - 992

Commercial deposits - 9,436 50,954 7,488 580 542 - 69,000

Other deposits - 224 6,812 137 - - - 7,173

7 days call accounts - - - - - - - -

Precious metal deposits - - - - - - - -
Total - 17,576 233,430 33,665 11,496 4,903 - 301,070
Foreign Currency

Foreign currency deposits - 744 18,135 1,205 704 68 - 20,856

Bank deposits - - 37 - - - 37

7 days call accounts - - - - - - -

Precious metal deposits - - - - - - -
Total - 744 18,172 704 68 - 20,893
Grand Total - 18,320 251,602 34,870 12,200 4,971 - 321,963
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IV.  Explanations and Disclosures Related to the Stament of Income (continued)
d) Distribution of interest expense on deposits basl on maturity of deposits (continued):
September 30, 2018
Time Deposits
More
Account Name Demand Uptol Upto3 Upto6 Uptol thanl Accumulating
Deposits  Month  Months Months Year Year Deposits  Total
TRY
Bank deposits - - - - - - - -
Saving deposits - 7,815 132,775 7,577 8,236 1,184 - 157,587
Public sector deposits - 3 40 456 - - - 499
Commercial deposits - 11,412 60,747 1,626 1,419 4,648 - 79,852
Other deposits - 187 4,824 - - - - 5,011
7 days call accounts - - - - - - - -
Precious metal deposits - - - - - - - -
Total - 19417 198,386 9,659 9,655 5,832 - 242,949
Foreign Currency
Foreign currency deposits - 2,013 26,825 1,355 2,067 322 - 32,582
Bank deposits - - 31 - - - - 31
7 days call accounts - - - - - - - -
Precious metal deposits - - - - - - - -
Total - 2,013 26,856 1,355 2,067 322 - 32,613
Grand Total - 21,430 225,242 11,014 11,722 6,154 - 275,562
3. Information on Dividend Income: As of September 30, 2019 the dividend income ansotn10 TRY
(September 30, 2018: None).
4, Information on net trading income:

September 30, 2019 September 30, 2018

Income 162,607 755,269
Gains on capital market operations - 12
Gains on derivative financial instruments 22,784 24,471
Foreign exchange gains 139,823 730,786
Losses (-) (178,910) (756,845)
Losses on capital market operations (8,305) (960)
Losses on derivative financial instruments (41,264) (27,232)
Foreign exchange losses (129,341) (728,653)
Total (16,303) (1,576)
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IV.  Explanations and Disclosures Related to the Stament of Income (continued)

5. Information on other operating income:

September 30, 2019 September 30, 2018

Income of previous year 3,470 232
Income from sales of assets 1,092 2,221
Provisions for communication expense collected foustomers 42 118
Provisions for expenditure collected from customers 9 84
Reversal of unindeminified non-cash loan provision - -
Reversal of general loan loss provisions - -
Reversal of specific provisions (cash) - -
Reversal of free provisions - -
Other 843 2,94(
Total 5,456 5,59(
6. Provision for impairment of loans and other recevables:
September 30, September 30,
2019 2018
Expected Credit Losses 85,063 229,065
12 Month ECL (Stage 1) (5,687) (10,497)
Lifetime ECL Sgnificant Increase in Credit Risk (Stage 2) (12,384) (71,894)
Lifetime ECL Impaired Credits (Stage 3) 103,134 311,456
Impairment Losses on Securities - -
Financial Assets Measured at Fair Value througliitAross -
Financial Assets Measured at Fair Value througre©@omprehensive Income -
Impairment Losses on Associates, Subsidiaries aind-Jentures -
Associates - -
Subsidiaries - -
Joint-ventures - -
Other - -
Total 85,063 229,065
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IV.  Explanations and Disclosures Related to the Stament of Income (continued)

7. Information on other operating expenses:

September 30, 2019 September 30, 2018

Provision for employee termination benefits - -
Taxes and duties 4,170 4,695
Bank social aid fund deficit provision - -
Impairment expenses of fixed assets - -
Depreciation expenses of fixed assets 13,669 3,291
Impairment expenses of intangible assets - -
Impairment expense of goodwill - -
Amortization expenses of intangible assets 3,392 4,712

Impairment for investments accounted for under tyquiethod - -
Impairment expenses of assets to be disposed 2,596 17,790
Depreciation expenses of assets to be disposed 21 21
Impairment expenses of assets held for sale agdrtisued operations - -
Other operating expenses 34,134 42,841
Rent expenses 202 14,740
Maintenance expenses 9,938 7,642
Advertisement expenses 287 406
Other expenses (*) 23,707 20,053
Loss on sales of assets 350 685
Other (**) 15,823 6,920
Total 74,155 80,955
*) Included in other operating expenses; veh@{penses are TRY 4,401, communication expenseERet,467, heating-lightening

expenses are TRY 1,365, stationery expenses are4BRYcleaning expenses are TRY 597, non-deduaitgenses are TRY 131,
computer usage expenses are TRY 3,371, subcomtremtopany expenses are TRY 3,211, expertise expearge TRY 637,
common expenses are TRY 1,356, insurance expensétRY 974, representation expenses are TRY 18Migr expenses are
TRY 1,456 (September 30, 2018; vehicle expense§ B¢ 4,873, communication expenses are TRY 3,4B&ating-lightening
expenses are TRY 1,084, stationery expenses are5IRYcleaning expenses are TRY 654, non-deduaitgenses are TRY 153,
computer usage expenses are TRY 2,209, subcomtremtopany expenses are TRY 2,828, expertise expearge TRY 647,
common expenses are TRY 910, insurance expens@Rafe/95, representation expenses are TRY 400 #met expenses are
TRY 1,529).

(**) Included in other assurance and financial @dtancy expenses are TRY 2,629, Saving Depositamee Fund is TRY 2,011, other
expenses are TRY 10,140 and other provisions ahe T,B43. (September 30, 2018: assurance and fialbomnsultancy expenses
are TRY 2,871, Saving Deposit Insurance Fund is Pi884 and other expenses are TRY 1,665).

(73)



Convenience Translation of Financial StatementsRequbrt Originally Issued in Turkish)
TURKLAND BANK ANON iM SIRKET1
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS
AS OF SEPTEMBER 30, 2019

(Amounts expressed in thousands of Turkish LifeYYunless otherwise stated.)

IV. Explanations and Disclosures Related to the Stament of Income (continued)
8. Information on profit / (loss) from continued ard discontinued operations before taxes:

As of September 30, 2019 there is not any cur@ateikpense (September 30, 2018: None) and TRY
6,918 deferred tax expense (September 30, 2018:493¥44 deferred tax income).

September 30, 2019 September 30, 2018

Profit before tax (175,949) (229,910)

Tax 22% 38,709 50,850

Effect of change in tax rate - 5,844

Deferred tax adjustment (45,722) (12,730)

Disallowables and other, net 95 1,650
Tax Calculated (6,918) 45,344
9. Information on tax provision for continued and dscontinued operations:

a) The nature amount of certain income and expensesiteom ordinary operations is disclosed if the
disclosure for nature, amount and repetition rdteugh items is required for the understandinghef t
Bank’s performance for the period: None.

b) Financial Effect of changes in accounting estimatesncome statement for the current and, if any, f
subsequent periods: None.

c) Profit or loss attributable to minority shares: Mon

10. If the other items in the income statement exed 10% of the income statement total, accounts
amounting to at least 20% of these items are shovwbelow:

September3Q, 201¢ Septembe 30, 201¢

Other fees and commissions rece

Expertise fees collected from custon 606 635
Transfercommission 12 27
Cheque expens 1 13
Insurance commissi 186 270
Information expenst - 35
Safe deposit commissic 8 37
Bill of credit commissior 1C 9
Credit card commissions and f 10 11
Lettel of credit commissior 2 19
Collection item commissiol 7 4
Other banking operations income 1,136 2,112
Total 1,978 3,172
*) Other banking operations income includes aote such as bank operations income, collectioeresgs, credit expenses.

Septembe 30, 201¢ Septembe 3C, 2018

Other fees and commissions given

Commissions given to banks 553 644
EFT commissions 104 187
Bond exchange transaction fee 57 22
Transfer commissions 63 125
Credit card commission 41 20
Settlement and custody commission 72 86
ATM commission 6 6
Other 62 256
Total 958 1,346
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V. Explanations on the Risk Group of the Bank

1. Volume of related party transactions, income anéxpense amounts involved and outstanding loan
and deposit balances:

a) September 30, 2019:

Subsidiaries, associates

and jointly controlled Direct and indirect Other entities includer
Risk Group of The Bank entities shareholders of the Bat in the risk group
Cash Non-cash Cash Non-cash Cash Non-cash
Loans and other receivables
Balance at beginning of period - - 53,163 48,693 - 3,014
Balance at end of period - - 217 18,658 7,200 7,741
Interest and commission income - - - - - 1

Included in the balances above, balance at theoémetriod at direct and indirect shareholders cadlimn
contain foreign bank accounts amounting to TRY 217.

b) December 31, 2018:

Subsidiaries, associates

and jointly controlled Direct and indirect Other entities includer
Risk Group of The Bank entities shareholders of the Bat in the risk group
Cash Non-cash Cash Non-cash Cash Non-cash
Loans and other receivables
Balance at beginning of period - - 159 44,498 - 46,156
Balance at end of period - - 53,163 48,693 - 3,014
Interest and commission income (*) - - - 144 - 161

(*)Interest income and commission income are isteircome for September 2018 respectively.

Included in the balances above, balance at theoématriod at direct and indirect shareholders caslamn
contains foreign bank accounts amounting to TR1.63,

c.1) Information on related party deposits balances

Subsidiaries, associates and Direct and indirect Other entities included

Risk Group of The Bank jointly controlled entities shareholders of the Bank in the risk group

September December September December September December

30, 31, 30, 31, 30, 31,

Deposits 2019 2018 2019 2018 2019 2018
Balance at beginning of period - - 999 721 709 42,18

Balance at end of period - - 170,911 999 814 709

Interest on deposits (*) - - - - - 4,348

(*) Deposit interest rate is the interest expemseSeptember 2018 period respectively.

In addition, the Bank has no “Funds Borrowed” ufedn risk group of the Bank (December 31, 2018: &)on
and there is no interest expense due to the |l@mesved in 2019 (September, 2018: TRY 995).

c.2) Information on forward and option agreememid ather similar agreements made with related gerti
None.

d) As of September 30, 2019, the total amount ofiueration and benefits provided to the senior
management of the Bank is TRY 9,205 (September3:2DRY 8,691)
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V. Explanations on the Risk Group of the Bank (corihued)
2. Disclosures for related parties:

a) The relations of the Bank with the entities colfed by the Bank and its related parties, regessllof
whether there are any transactions or not:

In the normal course of its banking activities, Benk conducted various commercial transactionk wit
related parties.

b) Besides the structure of relationship, naturéheftransaction, amount and ratio to the totauwa of
transactions, amount of major items and ratio tdezhs, pricing policies and other factors:

% Compared to the
Amounts in the

Amount Financial Statements
Banks and other receivables 217 0.04
Loans 7,200 0.35
Nonr-cash loans 26,399 1.86
Deposits 171,725 5.35

These transactions are priced in accordance wétlgéimeral pricing policies of the Bank.

c) In cases whereby separate disclosure is notssang the total of similar items in order to presthe
total impact on the financial statements: Explaimedisclosure.b).

d) Transactions accounted under the equity metNode.

e) Disclosures related to purchase and saleabtfastate and other assets, services given/receigemcy
contracts, leasing contracts, transferring infofomaias a result of research and development, lecens
contracts, financing (including supports in thenfoof loans, capital in cash and capital in kind),
guarantees, and management contracts:

Within the limits of the Banking Law, the Bank dmrs cash and non-cash loans to its related parigs
the ratio of these to the Bank’s total cash andcash loan portfolio is 0.84%. Details of thesenbare
explained in 1a above.

VI.  Explanations Related to Subsequent Events

None.
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SECTION SIX
INDEPENDENT AUDITOR’S REVIEW REPORT

l. Explanations on the Independent Auditor's ReviewReport:

The unconsolidated financial statements of the Bfamkthe period ended September 30, 2019 have been
reviewed by DRT Baimsiz Denetim ve Serbest Muhasebeci Malissdiirlik Anonim Sirketi (A member firm

of Deloitte Touche Tohmatsu Limited).

The independent auditor's limited review report edatNovember 13, 2019 is presented preceding the
unconsolidated financial statements

II.  Other Footnotes and Explanations Prepared by Inlependent Auditors:

None.
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SECTION SEVEN(*)

INTERIM ACTIVITY REPORT
Message of Chairman and General Manager

Inflation rate, reached to 25% after the fluctuasian the foreign exchange markets at summer 2f8@ined to
single digit by 8.5% one year later at October 2#&rallel to this decline in inflation, the demand foreign
exchange were balanced by the improvement in invesinfidence. With the interest rate discountatéd by
the CBRT in June meeting, a total of 1,000 basistpavas discounted and the CBRT funding rate e to
14%. In line with this decline, deposit rates dasea below 13%. Increase in credit demand are teghéduy
interest rate discounts.

The current account balance, reached an annuaitdeffi$76 billion in 2011, has been recording suspsince
June. This stabilization, emerged as a result efdécline in imports, had a positive impact on fiieign
exchange market. However, after the improvemenisfiation and interest rates, we observe that irtgpbave
started to revive again. Therefore, in the secaalfl ¢f 2020, the current account balance can beard to
record deficit again.

T-Bank provide the necessary infrastructure fonlgeowth planned for 2020 and beyond by keepingépstal
adequacy ratio at sector averages with the balsimeet restructuring process planned to completieeagnd of
2019. Largest groups of Turkey and leader expoxompanies in their sectors and regions with higlibility

are going to take place in expected steady loatighior The macroeconomic developments outlinedvabare
expected to provide a favorable environment fonlgeowth.

Changes in the Articles of Association during the @riod:

There is no change in the Articles of Associatiarnirtg the period.

Assessment of Financial Position:

In the third quarter of 2019; assets of TurklanchiBA.S. reached 3,769 million TRY, loans reached 1,568
million TRY, guarantee and bails are 1,387 millibRY.

In the third quarter of 2019, securities portfak@ached 962 million TRY, deposit volume reached @.@illion
TRY.

In the third quarter of 2018, the Bank’s net loszswt85 million TRY and in the third quarter of 201&t loss
was 193 million TRY.
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Information on Interim Activity Report (continued)

Summary Financial Highlights

Thousand TRY

September 30, 2019

December 31, 2018

Total Assets

Loans (net)

Loans (gross)

Marketable Securities (Net)
Banks/Money Market Placements
Deposits

Borrowings

Equity

Commitments and Contingencies

3,768,589
1,568,292
2,053,461
961,883
593,605
3,210,313
7,909
368,318
1,386,857

3,624,392
1,776,827
2,313,009
1,011,732
287,032
2,894,969
11,143
394,659
1,585,115

Thousand TRY

September 30, 2019

September 30, 2018

Net Interest Inconr

Net Commission Incon
Profit Before Taxes
Net Profit/(Loss

26,505

20,303
(186,244)
(193,162)

118,162
19,801
(229,910)
(184,566)

Summary Financial Ratios (%)

September 30, 2019

December 31, 2018

Capital Adequacy Ratio
Loans/Deposits
Loans/Total Assets

Liquid Assets/Total Assets

Non-performing Loans (net)/Total Loans (net)
Non-performing Loans (gross)/Total

(gross)

Non-performing Loans (net)/Total Assets
Specific Provisions/Non-performing Loans

12.45
48.85
41.61
16.88
31.46

45.32
13.09
46.99

13.08
61.38
49.02
8.89
122.

37.32
10.84
2.1

Turkland Bank at the end of the third quarter of 2019

T-Bank is presented in one of Turkey’s leading fiicial and industrial centres with its 17 branchicef and

361 employees.

Determined to be a solution partner for its custan@-Bank focuses on raising the quality of itevgs and
products within the framework of its sustainablevgih strategy. Thus, the Bank increases its satisfa and
loyalty rate every day and aims to provide its cosrs with a unique banking experience.

T-Bank manages to transform its effective and broadespondent bank network in the Middle Easterd a
North African region of its main shareholders imt@ompetitive edge. The Bank also seeks to estalulizy-
term relationships with banks that will add valaets services and further strengthen its finarstialcture.

(*) Amounts presented in Section Seven are expdessthousands of Turkish Lira (TRY) unless othepnssated.
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