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PERFECT HARMONY OF
INVESTMENT INSTRUMENTS

Imagine that all your investments are conducted by an orchestra. ..

An impeccable orchestra led by a professional investment officer acting as the
conductor, thanks to whom not even a single key is “offthe-tune” to spoil the investment
process - an orchestra in which maestros of each instrument step in af the most

accurate point and each step is perfectly harmonized with the ofher. ..

Rendering a wealth of investment and corporate banking services, Nurol Investment
Bank has been offering customers efficient and flexible solutions relying on its
well-chosen investment instruments in the fields of Corporate Banking, Investment
Banking, and Treasury and Financial Institutions since 1999. Nurol Investment Bank
evaluates all investments in guidance of a banking approach based on an Investment
Banking model which complies with European standards, and a planning process

that generates added-value for resources. Aware of today’s increasing volume of
fransactions, new risks assumed by the private sector and the needs of Turkish financial
sector, Nurolbank is committed to mainfaining the significant role it has assumed with

regards to investment banking products in the years to come.

While Nurolbank provides the highest quality service coupled with a professional
management affitude and proper investment instruments, all you need to do is to

confidently and delightedly witness how your investments tumn info lucrative profits.




CHAIRMAN'S MESSAGE

Distinguished Business Partners and Employees,

First of all, | would like to extend my grafitude fo those who have contributed to how
our Bank stands today, by frusting and supporting us throughout 2014.

In the aftermath of the financial crisis that originated from the United States of America
in 2008, FED took several measures fo stimulate growth and economic activity, one
of which was the Bond Purchase Program that came to an end in October 2014, in
parallel with the stability of economic recovery. However, it remains uncertain when
FED will begin increasing its policy interest rafes, having forced developing countries
- such as Turkey - to undergo structural reforms in a period during which liquidity will

shrink.

In light of positive developments in global markets, the Central Bank of Turkey (CBRT)
starfed to cautiously decrease weekly inferest rates as of May. Despite the hikes in
inflation in the first half of the year, a downward trend was observed in the second
half, resulting in a yearend 8.2%. In spite of increasing geopolitical risks, perils

of a possible recession in the EU, and the fragile outlook in developing countries,
Nurolbank has demonstrated how it swiftly and successfully positioned itself against
everchanging economic conditions.

In 2015, we will carry on our activities in line with our growth and improvement
fargets which we reinforce with our accomplishments in a diverse range of fields. |
believe that Nurolbank will achieve o much stronger and more successful standing
thanks fo its employees who generate and benefit from knowledge. | also firmly believe
that our Bank will cement its values by maintaining its effective workflows in 2015

as well. Let me take the chance to wish further achievements, and extend my thanks
and regards on behalf of the Board of Direcfors to our customers for their unwavering
confidence in Nurolbank and to our employees for their efforts.

/i é’Mf

Nurettin Carmikli
Chairman of the Board of Directors




GENERAL MANAGER'S MESSAGE

Distinguished Business Partners,

2014 has left a stamp in Nurolbank's history as a year which bore witness to fronfal
thrusts in our activities. Changing global economies, decreasing oil prices, and clouds
of uncertainty disappearing affer presidential elections in Turkey had a positive impact
on Turkish economy, while following new geopolitical risks brought about fluctuations
in financial markets. In such a climate, Nurolbank has improved its key indicators and
focused on profitable growth.

The Bank's non-consolidated Capital Adequacy Standard Ratio reached 16.88% on
31 December 2014, with an Average Return on Equity of 19.9%. A 55% growth in
our Cash Loans volume was generated in added-value fields, resulting in a 94% jump
in our inferest yields that in the end amounted to 61.1 million TL. Moreover, our pre-fax
net income reached 20.8 million TL with a YoY increase of 2013%.

In 2014, Nurolbank issued bills of 150 million TL and bonds of 30 million, by selling
those to eligible investors.

Our bank’s achievements in 2014 indicate that we are capable of achieving the
fargets described in our mission statement. Relying on such pride and enthusiasm, |
fully believe that we will take firmer steps towards our 2015 targets. | would like to

Y

Ozgir AHUHKC@

Member of the Board of Directors and General Manager

thank our employees for their contributions.

Kind regards,




ABOUT US, OUR VISION, OUR MISSION,
OUR STRATEGIES

About Us

Having incepted in 1999 and headquartered in Istanbul, Nurolbank offers a wide
range of investment and corporate banking services fo cusfomers.

Equipped with a firm capital structure and qualified human resources, Nurolbank is
aware of what it means to be among the leading banks in the field of investment
banking, and therefore aims fo serve customers dedicated to generating economic
value and in need of various financing products, throughout long-lasting relations.

Nurolbank provides services that help increase the productivity of its customers while
lowering their existing risk levels, and endble them to significantly keep their costs
under contfrol and expand their market shares.

Boasting a team of professionals with fechnical know-how and extensive experience in
local markets, Nurolbank addresses customers’ needs with the following products and
services:

* Finance fools structured fo provide alfernative source of funds
* Complex financial modelling

* Optimum financial package sfructuring

* Equity finance consulting

e Creative and innovative products and services that enable generation of new
funding sources from local and infernational insfitutions and copital markets.

Nurolbank taps info bank management policies built on prudent and firm insights.
Our bank wil corr?/ on its operations by providing onime information and flexible
financial solutions for businesses, in today’s everchanging, interdependent, and fiercely

competitive markets.

Our Vision

Offering solutions in line with globally-acclaimed standards to organizations in Turkey
that are in need of financial support.

QOur Mission

Identifying customers’ problems and needs accurately, and offering tailormade
solutions; becoming a bank which can put these solutions info action; offering invesfor
revenue of at least as equal as market conditions; and fransforming info a nigwe bank
that can sfand on its own feet independently of the group.

Our Strategy

* Making sure that all our sfoff is equipped with the corporate culture and team spirit
with cﬁocus on our goals

® Placing importance on diversity of sources and products

* Developing products and services based on accurate identification of customers'
needs, acfing as an infermediary

* Becoming Turkey's best investment bank, as defined in infernational standards.



CAPITAL, SHAREHOLDING STRUCTURE and
SHARES OF BOARD MEMBERS

Shareholders and the capital structure of Nurolbank as of 31 December 2014 are
provided in the following fable:

Name-Surname/ Number of Amount of Percentage of
Trade Name Shares Shares (TL 1000) Shares (%)
Nurol Holding A.S. 35.171 35.171 78,16%
Nourol insaat ve Ticaret A.S. /.182 /.182 15,96%
Nurol Otelcilik ve Turizm Isletmeleri A.S. 397 397 0,88%
Nurettin Carmikli 400 400 0,89%
Erol Carmikli 400 400 0,89%
M. Oguz Carmikli 400 400 0,89%
E. Sabri Carmikli 350 350 0,78%
Oguzhan Carmikl, 350 350 0,78%
Girol Carmikli 175 175 0,39%
Girhan Carmikh 175 175 0,39%

45.000 45.000 100,00%

Chairman's and Vice Chairman's shares as of 2014 yearend are given in the
following table. General Manager and Board Members except those who are listed in
the table do not hold any shares in the bank:

Number of Percentage of

Shares Shares (%)
Nurettin Carmikli - Chairman of the Board 400 0,89%
Erol Carmikli - Vice Chairman of the Board 400 0,89%
M. Oguz Carmikli - Vice Chairman of the Board 400 0,89%

NUROIBANK SHAREHOLDING STRUCTURE

. Nurol Holding AS.

. Nurol Insaat ve Ticaret A.S.

' Other

No amendment has been made to the Arficles of Association in 2014,



GLOBAL ECONOMIC OUTLOOK

Despite strong signals of recovery in the beginning of 2014, US economy shrank

by 2.10% in Q1, while demonstrating a 4.60%, 5.00% and 2.60% growth in Q2,
Q3 and Q4, respectively. Having performed an overall 2.40% growth in 2014, it
witnessed recovery in labor markets and a recent stimulation in domestic demand.
With the economy contracting by 1.10 to 5.60% throughout 2014, the US ended the
bond-buying program in October 2014 after having achieved a stable outlook in the

economic recovery.

Threatening possibility of a recession is ongoing for the EU. Ukrainian crisis coupled
with the newly-elected political party that swept info power in Greece add fo the
clouds of uncertainty over the EU economy. Despite estimations that the bond-buying
program announced by the European Central Bank to kick off in yearend will have o
limited impact compared to the program implemented by FED in the previous period, it

is expected fo bring about many positive implications for developing countries.

On the other hand, developing countries took actions towards structural reforms

to back their growth, in such a period where global liquidity relatively decreased.
India, in particular, implemented a new economic program upon the new government
established in Q2, and fook significant steps to become the center of labor-infensive
production, following which credit rating agency S&P upgrading India’s credit rating

outlook to “stable” in October.

In Russia, sanctions imposed due to the Ukrainian crisis and decreasing oil prices
created a dent in private sector spending, with the ruble having sharply deferiorated.
Given ongoing outflows of capital, Russia’s exports that are strongly reliant on energy,

and decreasing prices, ruble’s recovery is expected to take a while.

It seems that China, despite a 7.40% growth in 2014, will continue witnessing a
slowdown and struggle to achieve growth rates of 7.0% in the upcoming period. An
inflated real estate sector, accumulated idle capacity, increasing debt stocks of local
administrations, and ever-growing credits risks add further to the concems over China's

economy.



TURKISH ECONOMY

Faced with an environment drenched in political risks that multiplied towards 2013
yearend and persisted until April 2014, Turkish Lira entered the year with significant
deterioration. As a measure against persistent uncertainty, CBRT took a resolution in @
meeting held on 21 January 2014 fo fix interest rates in the interbank market at 9.00%
instead of 7.75% pursuant fo monetary fightening policies. However, this measure fell
short of expectations, with CBRT deciding on a stronger monetary tightening policy

in an inferim meeting held a week dfter, as a result of which one-week repo rafe

was jacked up from 4.5% to 10%. This made it possible to keep TL's deferioration
under control. Increasing global risk appetite as of February, and relatively mitigating
concerns over political uncertainty in the aftermath of local elections in March, helped
decrease risk premium indicators in Turkey. Therefore, one week repo rafe was
lowered by 50 bps, 75 bps and 50 bps following the Monetary Policy Committee
(MPC) meetings held in May, June and July, respectively. In its July meeting, MPC also
lowered overnight borrowing rate by 50 bps, decreasing it down to 7.50%. While
one-week repo auction rate remained intact at 8.25%, MPC cut overnight lending
rafes from 12.00% to 11.25% in its August meeting. CBRT maintained ifs tight
monetary policies in the remaining periods of the year with no specific modifications in
the interest rafes.

In an MPC meeting held by CBRT in 2014 yearend, it was emphasized that credit
growth rates were reasonable; positive implications on the core inflation trend were
ongoing; and the negative implications of foreign currency developments on annual
inflation rates were incrementally mitigating, driven by tight monetary policies and
macro-prudential measures. On the other hand, CBRT signaled that it would implement
policies to support ‘prudential borrowing” in the upcoming year.

With regards to growth, Turkish economy performed better than estimations, in spite

of looming political risks pervading the domestic landscape, and signals of economic
normalization especially in the US in 2013-end and Q1 2014. Closing 2013 with

a growth of 4.10%, Turkey achieved a 3.30% growth in the first half of 2014 vis-
&vis local elections, monetary tightening and macro-prudential measures. However,

it remained significantly below the market expectations which hovered around 3%,
recording a YoY 1.70% growth in Q3 2014. Therefore, relafively decent growth
figures observed in the first half of the year demonstrated the weakest quarterly
performance since Q4 2012. Following a 4.80% growth in Q1 and a 2.20% growth
in Q2 according fo the revised rates, it was realized as 1.70% in Q3, which revealed
a YoY 2.80% increase in the first nine months of the year.



TURKISH ECONOMY

Acting as a key indicator of economic growth, confidence indices — consumer
confidence index in particular — stand out to be consistently decreasing since April
2014, which fell to 67.70 in December, hiting the lowest level since January 2010.
This downward trend indicates the improbability of stimulation in special consumption
spending. Having performed a morethan-average annual growth in the last three
quarters of 2013 and in Q1 2014, industrial production index gradually decreased
since February 2014: it fell short of expectations with an annual 2.40% in October
2014, only to drop further by 0.10% in November compared to October. Therefore,
the industrial production index is not expected to contribute positively to the growth

rates of Q4 2014.

Unemployment figures seem to have jumped especially towards the end of 2014. The
key reason behind this may be the fact that the number of people who could contribute
fo production has increased in a period sfricken with limited production and growth
rafes.

When it comes to the banking sector, restrictions on credit cards and loan/value ratio
driven by the macro-prudential measures implemented in February 2014 led to a
yearend fall below 20.00% in credit growth rates which used to be hovering around
40.00% in the beginning of 2014. Naturally, one may say that these measures had a
negative impact on profitability of banks. On the other hand, there was a remarkable
jump in loan demand, eroding the capacity of deposits to cover the loans. As of 2014
yearend, loan/deposit ratio in the banking sector is approximately 110%. In a report
published in August, infernational credit rating agency Fitch warned Turkish banks
against the situation.

Inflation jumped up to 9.70% in May, paving the way for people fo anticipate two-
digit inflation rates for the yearend. However, as a result of the noticeable fall realized
in December, inflation rates were recorded to be 8.20% in 2014 yearend. Sharp

fall in oil may pofentially have had an impact on the decrease of inflation rates in
December. Another development to note for 2014 is that the core inflation — which

is calculated excluding energy products, food products, non-alcoholic beverages,
alcoholic beverages, tobacco products, and gold — persisted higher than average

CPI rates throughout the year. An overview of 2014 proves food products and non-
alcoholic beverages fo be the largest contributor fo the yearend inflation rates.

From the beginning of 2014, a significant YoY shrinkage was observed in the current
account deficit, decreasing by 18.8 billion US dollars that in the end equaled 45.8
billion US dollars in 2014. An annual 20.30% in shrinkage of foreign trade deficit
had a key role in these figures. Moreover, in spite of the problems encountered in our
major export markets such as Iraq and Russia, our export volume generated from the
EU — Germany and the UK in particular - and the US expanded throughout 2014.

In this period, fragile domestic demand, and the sharp fall in oil prices observed in
the second half of the year led to a drop in import volume. Overall, Turkey's foreign
frade deficit was recorded to be 84.5 billion US dollars with shrinkage by 15.40% in
2014.
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FINANCIAL INDICATORS

The Bank's size of assets is 634.2 million TL as of 31.12.2014, with Cash Loans
constituting approximately 53.57% of the fofal assefs. Lloans received by our Bank
represent 109.2 million TL, and a total of 45.7 million TL was derived from borrower
funds. As of 2014 yearend, our paid-in capital is 45 million TL, while equities are
recorded fo be 97.5 million TL. Securities issued constitute 204.629 million TL.
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500TL 250TL
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Credit Note By Credit Rating Agency

JCR-Eurasia categorized Nurol Yatinm Bankasi A.$. as “highly investable”, and
* Upgraded the Bank’s Long-Term National Note to an *AA{Trk)'/stable outlook

* Raised Long-Term International Local Currency Note to 'BBB" above Country Ceiling
Note.

BRIEF FINANCIAL INFORMATION COVERING 2010-2014

(TL 1,000)

KEY FINANCIAL INDICATORS

Total Assets

Banks and Other Financial Insfitutions
Securities

Total Cash Lloans

leasing Receivables (Nef]

Securities lssued

Loans Received

Borrower Funds

Equities

Net Profit/loss

December
31,2014

634.212
109.210
58755
344.070
12.336
204.629
22077
45750
97.579
16415

December December

31,2013 31,2012
432.949 248.461
58.814 12.849
89.759 64.956
223.596 150.576
17.594
102.308
77993 52.501
360.691 21.686
81.231 104.933
551 3.258

December December

31,2011

182.601
11.620
33.580

116.885

38

82717
13.509
63.965

6.481

31,2010

217.056
51.025
21.652
116.162
216

48.238
104.994
55.550
333

FINANCIAL INDICATORS

December December

31,2014 31,2013

(TL1,000)  (TL 1,000)
Total Assets 634.212 432.949 46%
Banks and Other Financial Institutions 109.210 58.814 86%
Securities 58.755 89.759 -35%
Cash Loans Extended 344.070 241.190 43%
leasing Receivables (Net) 12.336 17.594 -30%
Securities Issued 204.629 102.308 100%
Loans Received 22.077 77.993 /2%
Borrower Funds 45.750 36.691 25%
Equities Q7.579 81.231 20%
Net In-Period Profit/Loss 16.415 -551 3079%

PERFORMANCE RATIOS

December December
31,2014 31,2013
Capital Adequacy Standard Ratio 16,88% 14,20%
Average Return on Equity 19,90% -0,59%
Return on Paid-n Capital 36,48% -1,22%
Return on Assets 3,23% 0,13%
Fixed Assets / Equities 12,36% 4,19%
Fixed Assets / Total Assets 1,90% 0,79%
Inferest Bearing Assets / Tofal Assets Q4,15% 99,21%
Cash Lloans / Total Assets 51,88% 51,64%

21
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NUROLBANK 2014 ACTIVITIES and
POSITION IN THE INDUSTRY

In light of the financial information regarding 2014 yearend, our bank’s paid-in
capital has been 45 million TL, with equities of 97.5 million TL.

Our Total Loan Portfolio, which closed 2013 with 616.4 million TL, demonstrated a
growth of 5.8% in 2014 yearend, which has equaled 652.2 million TL. 451 million TL
(69%) of our Portfolio is represented by Turkish Lira, with remaining 201.2 million TL
(31%) represented by Foreign Currency loans.

As of 2014, Cash loans constituted 344 million TL (53%) of our Loan Portfolio, while
Non-Cash loans constituted 308 million TL (47%).

Our Capital Adequacy Ratio of 13.96% in 2013 yearend increased up to 16.88%
in 2014.

Pursuing an approach to defermine reliable lending standards that ensure a sound and
sustainable loan portfolio, and faking info account our strafegies and targets, the Bank's
rafio of non-performing loans has remained significantly below the average figures in
the Banking Sector.

Ratio of Non-Performing Loans

Banking 2,85%
Sector

2,86% 2,75%

mmﬁ“ 1,39%

mrolBANK

0,00% 0,05%
O—
2012 2013 2014

In parallel with evolving market conditions, we are encouraged to be a more active
Investment Bank that makes the most of, and finances, investment projects. Finance
needs of sub-sectors, including road construction and infrastructure in particular, which
are categorized under ever-growing construction industry, have turned into a significant
agenda item for our Bank, as well.

Nurol Group continues to prove ifself as a competent and responsible bank which
duly evaluates options of finance for production, investment, trade, operation etc. to be
offered to firms engaged in all industries, Construction in particular, while defermining
suitable cash and non-cash finance needs of these firms in accordance with their
performance criferia.

DISTRIBUTION OF TOTAL RISKS BY INDUSTRY

Road (Highways, Railways,

Textiles (Manufacturing-Marketing) 12.0%
Packaging 15.2%
0.0%
Health
0.0%

Tunnels) Infrastructure/Contracting

/ll.l%

Energy
9.8%

Mining
8.4%
Chemicals
0.1%

Technology
0.2%
Banks
Agriculture /_ 5.7%
0.2%~— _
Textiles (Trade)
0.4% Trade
Dam Construction 5.0%
0.5%
Real Estate Other
(Renting services) 4.2%
0.7% Superstructure
Iron-Steel 3.9%

1%
Transportation/Shipment
3.5%

Defense Industry.
1.4%

Fuel Oil- Oil Trade

Non-Metal Production 2.8%

1.9% . Automotive
Machi Manufactor Intermediation Services T;";';"" 2.8%
Intermediation Services ac lnel;'y‘du::; cturing F'“““"“go("hldl“g) o7
(Factoring, Real Estate Investment Trust) 2.2% o

2.0%
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NUROLBANK 2015 TARGETS and
EXPECTATIONS

® Inclusion of firms operating in the commercial segment in our portfolio which currently
covers Corporate Banking, thereby increasing diversity of sectors

® Popularization of our factoring product

* Acting as an intfermediary for bond issuance of the private sector, therefore creating
synergy which can increase profits from interest rafes and commission fees

® Ensuring customer diversity, and development of new products and services in line
with accurate identification of cusfomers’ needs

e Strengthening the sfructure of sources by issuing shortterm bills

We aim to walk towards these targefs by continuously observing the balance between
the customers in- and outside the group, taking measures fo increase efficiency,
ensuring efficient evaluation of the sources to be generated from bond /bill issuance by
our Bank, maintaining efforts to enhance recognition of the bank, and taking all these
steps in line with systematic risk analyses and controls.

25
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OUR BANKING SERVICES

Investment Banking

Investment banking primarily aims to identify corporate and commercial customers'
needs and craft “tailormade” solutions that suit their requests, demands and sfructures.
As Nurolbank and as the Group, we top into our vast experience and knowledge

in fransporfation, energy and telecommunication industries while carrying out project
feasibility analyses in the scope of key infrastructure investment projects. Supporting
such projects, we earn strategic/financial partners and provide consulting services in
the fields of structured finance and project finance.

Nurolbank boasts a fully-equipped team that can play key roles in each phase of a
sound and productive project, offering a wealth of products ranging from mid- and
long-term finance fo bridging loans.

Corporate Finance

Relying on a strong and qualified team, Nurolbank renders corporate finance-related
consulting services such as consulting on financing solutions fo ensure domestic

and international institutions make the most of capital and borrowing markets, and
consulting on mergers and acquisitions, intermediation in public offerings, financial
restructuring, and privatization projects.

Corporate finance team offers six main services:
e Financial restructuring

* Intermediation in public offerings

* Company mergers and acquisitions

® Consulting on Privatization

* Financial and/or Strategic pariner

* Private capital or similar investments

Thanks fo its portfolio of credit customers, our bank enjoys the opportunity fo closely
follow up many firms and industries in Turkey. It has also accumulated vast knowledge
through exemplary projects carried out either by the bank or the group and the
relations established with infernational and national institutions throughout these
projects. Insights and experience derived enhance our capacity to spot diverse needs
of each customer and craft custom solutions, while enabling us to achieve a distinct
position in the field of investment banking in Turkey.

The group also relies on its experience in real estate industry which - in parallel
with an improving Turkish economy and expanding capital stock — has been rapidly
growing. Therefore, Nurolbank offers consulting services to real estate investment
partners.

The Investment Banking Department aims to identify growing businesses in the
industries we picked in 2014, provide M&A consulting to potential firms by benefiting
from our international contacts, act as an intermediary to find financial partners for

the firms in need of finance, offer such firms financing products with low-risk sources
tailored to their financial needs, and contribute to the return on assets that the bank
can derive.

OUR BANKING SERVICES

Treasury and Financial Institutions

2014 has been a year during which the Treasury Management Department has
witnessed remarkably increasing volumes in key fields of activity. Thanks to our
experience and knowledge in treasury services, we have fulfilled all our undertakings
promptly and thoroughly. Like in previous years, we have been focused in 2014

on diversification of our balance sheet, finding alternative investment channels,
diversification and minimization of the risks, decreasing costs and increasing profifs.
Our Department has successfully positioned itself vis-c-vis market developments; taken
necessary actions fogether with a team of experienced professionals and experts to
guard the Bank's standing; avoided any liquidity-related bottlenecks thanks to right
timing; ensured rapid information flows, and helped customers access firsthand
information about the market.

In 2014, Nurol Investment Bank Treasury Department has successfully increased
productivity and achieved susfainable profitability. In 2015, we will continue to
provide new products that contribute to the Bank's profitability and efficiency; manage
risks revolving around markets, exchange rates, interests, liquidity and operations
effectively; ensure necessary flow of information through market analyses; and support
customers with regards to product pricing. We will make distinction hand in hand with
our expert feam and innovative approach once again in 2015.

Financial Institutions Department

Financial Institutions Department works to achieve broader recognition of the Bank

in national and international markets; maintain existing correspondent relations

with national and international banks and institutions established and strengthened
through fransactions of the Treasury Department; and help establish contacts with new
organizations and institutions in line with future needs.

In 2014, Treasury and Financial Insfituions Department has worked hard to reinforce
the relations with correspondent banks; establish new relations in line with emerging
needs and working opportunities; craft solutions with alternative products to address
customers' needs; confribute fo intensive marketing activities of the branches; and fully
engage with the project finance department to ensure utilization of advanced products
that fulfill project finance needs. All these efforts have reflected on profitability and
fransaction volumes. Throughout the year, it has cemented customer satisfaction thanks
fo sound management of relations, sustainable transaction volumes with correspondent
banks, and quality services both at home and abroad, while providing finance from
correspondent banks despite fluctuations in financial markets. The department boasts
firm correspondent relations, with an open mind o new relations and development, as
required by the economic conjuncture.

Research and Development for New Services and
Activities

No R&D study has been conducted with regards to new services and activities in
2014.

27



Members of Board of Directors
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MEMBERS OF THE BOARD OF DIRECTORS

Nourettin CARMIKLI,
Chairman of the Board of Directors

Having led the foundation of Nurol Insaat ve Ticaret Kollektif
Sirketi in 1966, Nuretftin Carmikli envisaged the need to
invest in non-construction industries in late 1970's. He acted
as a founding partner to businesses in various industries
including primarily tourism, industrial production, printing,
defense, foreign trade, banking, insurance and securities.
CARMIKL helped implementation of numberless key
construction projects in Turkey and abroad, and significantly
confributed fo the stable growth of Nurol Holding with his
eagemess to keep abreast of fechnological advances. He

is the Board Chairman of Nurol Investment Bank since the
beginning of 1999. He holds an Order of Merit and acfs
as the Honorary Consul to Georgia.

Erol CARMIKLI
Vice Chairman — Pricing Committee Member

Erol Carmikli is among the founders of Nurol Insaat

ve Ticaret Kollektif Sirketi founded in 1966. Also the
founding pariner of other companies under the umbrella

of Nurol Group of Companies, CARMIKLI has been part

of several key national and infernational initiatives taken

by Nurol Holding. He has played an active role in further
development of Nurol Holding for years, and acted as the
Vice Chairman of the Board since 1999. On 13.12.2011,
he was appointed as a member to the Pricing Committee of
the Bank.

M. Oguz CARMIKL
Vice Chairman — Pricing Committee Member

M. Oguz Carmikli is a graduate of Department of Civil
Engineering under Yildiz School of Engineering at Istanbul
State Engineering and Architecture Academy. He worked

as a senior executive at Nurol Insaat, which later became
Nurol Insaat v Ticaret A.S., the first company of Nurol Group
of Companies. Since 1999, he has been acting as the Vice
Chairman of the Board. He was appointed as a member to
the Pricing Committee on 13.12.2011.
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MEMBERS OF THE BOARD OF DIRECTORS

Dr. Ahmet PASAOGIU
Board Member - Credit Committee Chairman

A graduate of Department of Business Administration-
Finance, Faculty of Economics, Istanbul University, he pursued
an MA in Columbia University and PhD in Faculty of Political
Sciences, Ankara University. In 1974, he started working for
Central Bank of Turkey, Istanbul Foreign Exchange Branch,
to be followed by TPAO (Turkish Petroleum Corporation),
Islamic Development Bank in Jeddah, and Turkiye Emlak
Bankasi (Turkish Land Bank). Since 1999, he has been
acting as a board member to Nurol Investment Bank. He

was appointed as a Board Member to Nurol Holding in
2009 and Credit Committee Chairman in 2011,

Yusuf SERBEST
Board Member

He graduated from Department of Business Administration,
Istanbul University. His professional life started in 1989 at
the Treasury Department of Tébank TA.S., to be followed by
Nurol Menkul Kiymetler A.S. (Nurol Securities), in addition to
his tifles including Deputy Chairman of the Board at Istanbul
Stock Exchange and Executive Board Member at Aydin
Orme San. Ve Tic. A.$. Since 2001, he has been acting as

a Board Member to Nurol Investment Bank.

S. Ceydo CARMIKL KILICASLAN
Board Member —Credit Committee Member

She graduated from Department of Business Administration,
Bilkent University, which was followed by an MBA in
Pepperdine University. Having started working for Arthur
Andersen in 2000, she served Nurol Investment Bank and
Nurol Holding A.S. later. She is a Board Member since
2008 and Credit Committee Member since 2011.

A. Kerim KEMAHL
Board Member

A graduate of St. Edwards School, Oxford. He completed
the Business Organization program at HeriotVWatt University.
In 1990, he started working for West LB, o be followed

by Finansbank, Abalioglu Holding and Celebi Holding,
respectively. He has been acting as Nurol Holding Finance
Coordinator since 2010 and Board Member of Nurol

Investment Bank since 2011.

MEMBERS OF THE BOARD OF DIRECTORS

Ahmet SIRIN
Board Member — Audit Committee Chairman and
Corporate Governance Committee Chairman

A graduate of the Faculty of Political Sciences, Ankara
University. He pursued an MA in the University of Leeds. His
professional career started at the Inspection Committee of
the Ministry of Finance in 1980, followed by fifles including
Head of Office af Directorate General of Revenues, Deputy
Undersecrefary at Ministry of Finance, Head of Finance

at Ministry of Public Works and Sefflement, Vice President
at BRSA (Banking Regulation and Supervision Agency),

and Advisor to the BRSA Chairman. Since July 2013, he
has been acting as the Board Member of Nurol Yatinm
Bankasi A.S., Audit Committee Chairman and Corporate
Governance Committee Chairman.

M. Mete BASOL

Board Member — Corporate Governance Commitiee Member

He received a B.S. in the Department of Economics, Arizona
University. Having embarked upon the profession in 1984,
he worked in several positions at Inferbank, Bankers Trust,
and Deutsche Bank, respectively, in addition to acting as the
Executive Director of Public Banks’ Board. He still holds the
fifles of Board Member and Advisor for several companies.
Since August 2014, he is a Board Member and Corporate
Governance Committee Member at Nurol Yatinm Bankasi A.S.

Ozgir AITUNTAS
Board Member and General Manager

He graduated from Department of Managerial Engineering,
Istanbul Technical University. Joining Istanbul Bankers Trust

in 1993, he worked for Garanti Bank, Amex Bank, Credit
Suisse and Morgan Stanley in Amsterdam, Bucharest and
London, respectively. He held the fifle of Emerging Markets
Director and President of the Turkey Region at Morgan
Stanley. He returned home in August 2011 and worked

for Royal Bank of Scofland as Managing Director unfil June
2013. On 16 September 2013, he became a Board
Member and General Manager for Nurol Yatinm Bankasi A.S.
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NUROL YATIRIM BANKASI ANONIM SIRKET
ORGANIZATION CHART
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Senior Management

Dzgir amer
D Ozgiir ATUNTAS ® Tamer DIRI

Board Member and General Manager Assistant General Manager, Financial Control
(2 Z. Babiir HAKARAR © Semih S. NEZIR

Chief of Assistant General Manager, Treasury and Financial Institutions Department Assistant General Manager, Audit and Compliance Management
) Dr. Murat CIMEN @ Serhat KUTLU

Chief of Assistant General Manager, Investment Banking Assistant General Manager, Corporate Banking

@ A. Murat KAVURGA

Assistant General Manager, Operations and Information Management
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SENIOR MANAGEMENT

Ozgir AITUNTAS
Board Member and General Manager

He graduated from Department of Managerial Engineering,
Istanbul Technical University. Joining Istanbul Bankers Trust

in 1993, he worked for Garanti Bank, Amex Bank, Credit
Suisse and Morgan Stanley in Amsterdam, Bucharest and
London, respectively. He held the fifle of Emerging Markets
Director and President of the Turkey Region at Morgan
Stanley. He returned home in August 2011 and worked

for Royal Bank of Scofland as Managing Director until June
2013. On 16 September 2013, he became a Board
Member and General Manager for Nurol Yatinm Bankasi A.S.

7. Babir HAKARAR
Treasury and Financial Institutions, Chief of Assistant General
Managers

He graduated from Department of Mechanical Engineering,
Bogazigi University. In 1995, he started working as a
Specialist in Finansbank, followed by Credit Europe in
Amsterdam, and Tosyali Holding under the title of Finance
and Business Development Director. Hakarar has been
acting as Chief of Assistant General Managers in Nurol
Yatinm Bankasi A.S. since September 2013.

Dr. Murat CIMEN
Investment Banking, Chief of AGMs

A graduate of Civil Engineering, Istanbul Technical University,
he made his MA and PhD in Bogazigi University. In

1996, he started working for Interbank. Later on in 1999,
he joined Nurol Investment Bank, holding various fitles
including Senior Specialist in Project Finance and Leasing
Department, Head of Investment Banking, Chief of Assistant
Ceneral Manager responsible for Investment Banking. Since
September 2013, he has been acting as Chief of Assistant
General Manager in Investment Banking Department.
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SENIOR MANAGEMENT

A. Murat KAVURGA
Operations and Information Management, Assisiant General Manager

A graduate of Department of Foreign Languages, Marmara
University, Kavurga sfarted working for Adabank in 1986 as
a Senior Officer. Then, he joined Chase Manhattan Bank
Turkey, Garanti Bank Romania and Credit Europe Bank
Moscow, respectively. Since February 2014, Nurolbank has
been acting as Assistant General Manager in Operations
and Information Management Department at Nurolbank.

Tomer DIR]
Financial Control, Assistant General Manager

He groduated from Department of Business Administration,
Dokuz Eylul University. In 1993, he started working for
Istanbul Revenue Office under the Ministry of Finance,
followed by Disbank and Sitebank, respectively. He joined
Nurol Investment Bank in 1999, and was appointed as
Assistant General Manager responsible for Budget and
Financial Control & Reporting in February 2014.

Semih S. NEZIR

Audit and Compliance Management, Assistant General Manager

A graduate of Economics, Faculty of Economics and
Administrative Sciences, Middle East Technical University. In
1986, he sfarted working for Interbank. Later on, he served
Esbank Headquarters holding the title of Head of Credit
Follow-up and Monitoring. He joined Nurol Investment Bank
in 2001 and was oppointed as Assistant General Manager
responsible for Audit and Compliance Management in

March 2014.

Serhat KUTLU

Corporate Banking, Assistant General Manager

He graduated from Political Sciences and Public
Administration, Middle East Technical University. He
completed an MBA at Yeditepe University. In 1995, he
started forking for Finansbank as Trainee Manager (MT)
and went on to serve as Finans leasing Marketing Officer,
Finansbank Corporate Banking Marketing Manager,
Oyabank Mecidiyekdy Corporate Branch Manager, ING
Bank Corporate Banking Group President, Sardes Factoring
A.S. GM and Turkish Factoring A.S. GM. Since November
2014, he has been acfing as Assistant General Manager
responsible for Corporate Banking at Nurol Investment Bank.

SENIOR MANAGEMENT

Baki ARSIAN

Head of Internal Control Department

He graduated from the Department of Economics, Faculty of
Economic and Administrative Sciences, Anadolu University.
His professional life started in 1995 at Turkish Bank, in the
Head Office for Financial and Administrative Affairs. Later
on, he worked for EGS Bank and Bayindirbank. He joined
Nurol Investment Bank in April 2002, and was appointed
as Head of Infernal Control Department in August 2009.

Ozan ALPARSIAN
Infernal Control Department, Chief Auditor

He graduated from Department of Economics, Bilkent
University. In 2005, he started working as Assistant Inspector
at Oyakbank, followed by his title as Internal Control
Inspector at Akbank. He joined Nurol Investment Bank in
December 2012, acting as Chief Inspector for Internal
Control.

Tugba USKUAY

Risk Management Department, Director

She studied in Department of Econometrics, Uludag University.
In 2007, she started working for Turkishbank as Assistant
Specialist. She joined Nural Investment Bank in 2008 and was

appointed as Director of Risk Management Department in May
2014.
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COMMITTEES OF THE BOARD OF DIRECTORS

Audit Committee

The Committee was established to monitor whether or not the Bank is compliant
with Bank's internal policies and implementation procedures opproved by the Board
of Directors, and the Provisions regarding Internal Control as sef forth in BRSA's
Regulation on Banks' Internal Systems and Internal Capital Adequacy Evaluation
published in the Official Gazette dated 11.07.2014 under no 29057 The
Committee also aims to ensure that audit and monitoring activities of the Board are
duly performed. It convened 16 times in 2014 in order to submit proposals fo the
Board of Directors.

Title Name Main Title
Chairman Ahmet SIRIN Board Member
Member A. Kerim KEMAHLI Board Member

Corporate Governance Committee

The Committee was established in order to monitor and manage Bank's corporate
govemance procedures, as stipulated in Article 22 of Banking law no. 5411.

It carries out ifs tasks in accordance with the provisions of BRSA “Regulation on
Corporate Governance Principles of Banks” published in the Official Gazette dated
01.11.2006, under no. 26333. It operates under the Board of Direcfors and
convened twice in 2014 to monitor and improve Bank’s compliance with corporate
govemance principles, and to submit proposals to the Board of Directors.

Title Name Main Title
Chairman Ahmet SIRIN Board Member
Member M. Mete BASOL Board Member

Pricing Committee

The committee operates under the Board of Direcfors. It was esfablished upon the
Board Resolution on 13.12.2011 no. 449, in accordance with BRSA's regulation on
"Corporate Governance Principles of Banks” published in the Official Gazette dated
01.11.2006 under no 26333, one of the provisions of which was as follows: “A
Pricing Committee shall be esfablished which consists of af least 2 members to monitor
and audit pricing practices on behalf of the Board of Directors”. The Committee
convened twice in 2014.

Title Name Main Title
Chairman Erol CARMIKLI Vice Chairman
Member M. Oguz CARMIKLI  Vice Chairman
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COMMITTEES OF THE BOARD OF DIRECTORS

Disciplinary and Personnel Committee

It was established to observe and enforce mandatory provisions of the Labor Law no.
4857 and relevant legislation, including those on responsibilities of Bank's personnel,
conditions of service, personal rights and disciplinary procedures, upon the proposal of
the HR department and approval of the General Manager.

Directly reporting to General Manager, the Committee identifies levels of misbehavior
and possible domages arising from procedures and actions that are determined to

be subject to disciplinary punishment in accordance with Labor Law, other legislation,
Bank’s regulations and disciplinary rules. Chaired by General Manager, the
Committee convenes with the participation of relevant executives when necessary and
fakes resolutions on relevant agenda items.

Title Name Main Title

Chairman Ozgir AITUNTAS Board Member — General Manager

Member Dr. Murat CIMEN Investment Banking — Chief of AGMs

Member A. Murat KAVURGA  Operations and Information Management — Assistant GM

Information Systems Strategy Committee

Operating under the Board of Directors, the Committee was established in
accordance with the Communique on the “Principles for Banks” Management of
Information Systems” published in the Official Gazette dated 14.09.2007, under
no. 26643. It informs the Board with regards to management and administration
of [T-related legislation/provisions, determination of strategic actions, and resolution
on IT governance goals. Upon the Board resolution dated 17,/06,/2008 under no
336, it was established to incorporate [T-related matters in the agenda of corporate
governance af the level of the Board. It convened 4 times in 2014,

Title Name Main Title

Chairman Ozgir AITUNTAS Board Member — General Manager

Member Z. Babir HAKARAR  Treasury and Financial Insfitufions — Chief AGM

Member A. Murat KAVURGA  Operations and Information Management — Assistant GIM
Member Aysegil CABOGIU  Information Technologies Manager

COMMITTEES OF THE BOARD OF DIRECTORS

Credit Committee

Established pursuant to BRSA's Regulation on “Credit Transactions of Banks”, the
Committee operates under the Board of Directors, in accordance with the working
procedures set forth in the same regulation. The Committee convenes once a week
except extraordinary situations.

The Credit Committee provides Board of Directors with the results of the activities
conducted by relevant units, and its opinions on the required practices and other
matters that it deems critical for the Bank to safely carry out its activities. It convened

Title Name Main Title

Chairman ~ Dr. Ahmet PASAOGLU Board Member

Member S. Ceyda CARMIKL KIICASIAN Board Member

Member Ozgir AITUNTAS Board Member — General Manager

Assets & Liabilities Committee

Convening once a week, Assets & Liabilities Committee is chaired by the General
Manager, and with the participation of Assistant General Managers and Unit Directors
who are responsible for activities that may have an impact on the balance sheet. The
meeting agenda comprises of Bank's balance sheet, business units” activities, general
economic data, evaluation of current political and economic developments, and
determination of weekly strategies. It convened 22 times in 2014.

Title Name Main Title

Chairman Ozgir AITUNTAS Board Member — General Manager

Member Z. Babir HAKARAR  Treasury and Financial Insfitufions — Chief of AGM
Member Dr. Murat CIMEN Investment Banking, Chief of AGM

Member Serhat KUTLU Corporate Banking, AGM

Member A. Murat KAVURGA  Operations and Information Management, AGM
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HUMAN RESOURCES PRACTICES
Our Success is Driven by Our Employees

Capitalizing on our hard work, integrity, commitment fo ethical values, and
determination fo create added value for our customers, our HR policy targets
continuous development when it comes fo professional expertise, competency, and
skills, which represents the core of our success.

Performance Management

Our performance management system has been expanded in the previous period of
activity to defermine periodical performance standards for the Bank and employees,
focus on employees’ development and reward their achievements.

Our performance plans have been restructured and put in practice in a way to cover
competency and development planning, along with concrefe, measurable, time-bound
targets.

Employee Development

Our HR policy aims to ensure that all our employees can swiftly adopt to the Bank's
development; have a broad vision of investment banking; are focused on generating
solutions for customers' needs; guarantee sustainability of a quality service approach;
and are welcoming to new ideas.

Therefore, we place ultimate importance on maximizing employees' level of
proficiency and knowledge, and equipping them with training sessions on multiple
skills so that they can support and back each other up in crifical business flows.

In 2014, employees attended fraining sessions and seminars in the fields deemed
necessary, within the framework of our continuous development approach.

Throughout the activity period, they also attended vocational training and certification
programs organized by Banks" Association of Turkey, Capital Markets Board and
Istanbul Stock Exchange.

Furthermore, several training seminars were held that covered various fopics
including those on amendments to laws such as Turkish Commercial Code and Law
of Obligations in particular, in addition fo training courses on ICAAP International
Practices, Basel Criteria, Emergency Management, and Information Systems
Management.

As of 2014 yearend, we have 39 employees, 0% of whom are university graduates,
with an average age of 38. Bank’s average seniority is 4.5 years; however our
employees’ average experience in the industry is 11 years. 33% of our employees are
female, and the rate of female executives is 37.5%.
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CORPORATE GOVERNANCE, ETHICS
REQUIREMENTS AND PRACTICES

Statement of Compliance with Corporate Governance and Ethics Requirements, and
commitment to fransparency and ethical values is an all4ime top priority for our Bank.

Social Responsibility

Prepared in line with Social Responsibility principles, our Guideline on Corporate
Governance and Ethics Requirements always guide us in our banking activities.

We observe benefits to the society in all our activities.

Following these ethics requirements, we fulfill our duty of social responsibility in
collaboration with our employees and stakeholders, while encouraging our employees
to volunteer for social responsibility activities in and outside the bank.

As set forth in the Bank Guideline of Compliance Policy and Compliance Risks,
services we offer do not constitute any risks against public health, public safety and
environment. Furthermore, we observe the same principles in choosing the projects
to be financed by our bank, making sure that all our activities are carried out in
compliance with these principles.

Stakeholders

Prepared in light of the provisions in BRSA's Regulation on Banks” Corporate
Governance and Ethics Requirements, our Corporate Governance and Ethics
Requirements Guideline entered info force upon approval by the Board of Directors.
According fo the guideline, Corporate Governance Committee coordinates our
processes regarding the shareholders.

For Our Shareholders:

* We inform our shareholders of any relevant updates pursuant fo the principles of
public disclosure.

* We make sure that our Bank helps shareholders, depositors, market participants
and the public have access to sufficient level of information on the bank’s
structure and goals so that they can evaluate the role of the senior management
in the management of the bank.

* We make relevant information on the bank available fo the public, in a timely,
thorough, clear, impartial, easily-accessible and equal manner to help relevant
persons and organizations have proper understanding of our Bank.

* We conduct public disclosure activities as part of which we consolidate and
publish, based on Turkish Accounting Standards, financial statements of our
subsidiaries, jointly-controlled subsidiaries and affiliates which may or may nof
constitufe a credit or financial institution, in yearends and on a quarterly basis.
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CORPORATE GOVERNANCE, ETHICS
REQUIREMENTS AND PRACTICES

For Customers:

® |n order to improve our organization and services, we have developed systems
and processes that allow customers to share their requests, recommendations or
complaints.

* We use our website or dedicated phone line for such recommendations and
complaints. Customer Complaint Line and Arbitration Committee actively work to

receive and handle customer complaints.

For Employees:

* We prioritize employee development, notification, and engagement in
management, and design our processes in a way fo reinforce this priority.

® Internal notifications are coordinated and governed through infernal nofification
portal of the HR Department, employee meetings, employee satisfaction and
feedback questionnaires, and performance planning and assessment processes.

Public Disclosure and Transparency

Prepared in light of the provisions in BRSA's Regulation on Banks" Corporate
Governance and Fthics Requirements, our Corporate Governance and Ethics
Requirements Guideline entfered into force upon approval by the Board of Directors.
According to the guideline, we observe the principles of public disclosure and
fransparency stipulated as follows with regards to Principles and Procedures of Banks'
Corporate Governance:

* Equality: Equal freatment of shareholders and stakeholders; prevention of possible
conflicts of inferests

* Transparency: Prompt, accurate, thorough, clear, inferpretable, low-cost and easily-
accessible disclosure of financial and nonfinancial information about the bank,
except frade secrets and information which is not publicly available

* Responsibility: Ensuring, and auditing whether or not the activities carried out by
Bank Management on behalf of the Bank comply with laws, Articles of Association
and Bank's internal regulations.

* Accountability: We fully observe Board Members’ obligation to be accountable
for primarily Bank's legal entity and shareholders, ensuring transparency in corporate
governance.

CORPORATE GOVERNANCE, ETHICS
REQUIREMENTS AND PRACTICES

For the purposes of public disclosure, we actively use the website of our bank which
incorporates the following headlines and content:

e Corporate [About Us, Our Vision and Our Mission, Our Strategy, Chairman's
Message, General Manager's Message, Corporate Governance

* Banking Services (Investment Banking, Corporate Banking)

® Investor Relations (Annual Reports, Audit Reports, Minutes of General Assembly
Meetings, Governance Policies and Announcements [AML Policies, US Patriot Act,
Public Disclosure Platform, Investors’ Rights, Arbitration Committee of Banks'
Association of Turkey, BRSA Announcements, Capital Markets Board Announcements,
Product and Service Fees)

e Communication {Human Resources Policy, Career, Announcements, Application Form)

e Contact Us (Customer Complaints, Addresses)




INFORMATION ON TRANSACTIONS WITH
THE BANK'S RISK GROUP

Our Bank offers commercial banking and investment banking services to Nurol Group
Companies via its branch and departments under the Headquarters.

Scope of Bank's Activities:

® Cash and Non-Cash lending

* Cash and deposit payment, fund transfer transactions, use of correspondent banking
accounts

* Custody services

* Selling and purchasing money market instruments

e FX transactions, including effective transactions

e Selling and purchasing capital market instruments

® Repurchase and buyback of capital market instruments
® leasing transactions

* Derivative product transactions

® Intermediary role in FX-based futures contracts

® Interbank forward exchange transactions

® Guarantee fransactions

Investment banking services include feasibility studies for projects developed either
by Nurol Group of Companies or by public and other private institutions; project
finance; extending long-term investment loans or their syndication; extending high-
amount non-cash loans or their syndication; hedging,/derivative products developed
for the purposes of preventing interest rate or exchange risks; and intermediary roles
in securing against non-standard risks (country-related risks, political risks, loss of profit
risk, contract risks, efc.) of national and international projects; as well as leasing and
factoring fransactions.

ACTIVITIES FOR WHICH SUPPORT SERVICES
ARE PROCURED PURSUANT TO REGULATION
ON BANK'S PROCUREMENT OF SUPPORT
SERVICES

Pursuant to BRSA Regulation on Banks’ Procurement of Support Services published on

5.11.2011, support services are procured from following providers:

e Intertech Bilgi Islem ve Pazarlama A.S. [Audited in collaboration with Infernal Control
and Internal Audit Departments on 11.12.2014, in line with the regulation)

* Bonded Kayit Sistemleri, Dagitim Hizmetleri ve Tic. A.$. [Audited in collaboration
with Internal Control and Internal Audit Departments on 26.05.2014, in line with
the regulation)

® Platin SM.M.M. Ltd. $ti (Contract on Payroll and Accounting Services was executed
on 13.05.2014) services have been received in accordance the provisions of
relevant regulation.

53



54

FINANCIAL INFORMATION AND ASSESSMENT
OF RISK MANAGEMENT ENVIRONMENT

Audit Committee Report

Distinguished Business Partners,

According to relevant law and legislation, the Audit Committee assesses in periodical
meetings the activities carried out by internal systems (Internal Audit, Infernal Control
and Risk Management). The Committee takes resolutions on measures, implementations
and other matters deemed important for the Bank to observe, and submits related
opinions fo the attention of the Board of Directors.

The Audit Committee convened 16 times throughout 2014, and took various
resolutions regarding the practices of internal systems. An Audit Committee Annual
Report, which covered a time span of the first six months of 2014, was published,
examined by the Audit Committee and submitted fo the attention of the Board of
Directors. Moreover, assessment letters were prepared with regards to the reports on
the activities audited, and actions were taken accordingly.

Emergency preparedness practice is performed in the Bank regularly and on an
annual basis. A scenario for the practice is drafted by the emergency preparedness
working group before the actual implementation, and this scenario is examined by the
Executive Committee which will announce its approval for implementation. Compliant
with the practice scenario, practices are implemented with intensive participation of all
business units.

Infernal Control Department

Operating under the Board of Directors, the Internal Control Department is structured
to keep all financial and operational risks identified with regards to the activities under
continuous and reasonable control, while ensuring that Bank’s assets are protected; ifs
activities are compliant with relevant law, infernal legislation and regulations, internal
policies, strategies and fargets; and accounting and bookkeeping activities and
financial reporting system are safely implemented.

The Department is fasked to examine, monitor and assess the compliance, sufficiency
and effectivity of the controls with regards to the Bank’s activities, as well as to report
the findings to relevant parties. As part of infernal control efforts, risk- and process-
orienfed analyses and controls are performed.

Activities and fransactions are performed effectively, accurately, regularly and safely
thanks to functional allocation of tasks, authorizations and limits on transactions

and approvals, system controls, postHransaction controls and other transaction-
specific control mechanisms. These activities also play a defining role in ensuring
that processes and controls behind financial reports are reliable, efficient and
effective. Furthermore, [T controls are carried out as an extension and part of process
implementation controls.

FINANCIAL INFORMATION AND ASSESSMENT
OF RISK MANAGEMENT ENVIRONMENT

Operational errors and deficiencies identified during internal control activities are first
notified to the personnel carrying out the activity, and then necessary complementary
and preventive measures are swiftly taken. Operational errors and deficiencies yet

fo be corrected are incorporated in relevant reports and saved in the dafabase with
corresponding risk matrix codes.

As part of the business plan for internal controls in 2014, a fofal of 5 companies
were subjected to onsite controls, three of which provided Banking Process services
and other two providing Support Services. In addition to remote controls under
which accuracy of Bank's records is monitored, bank’s procedures and compliance
with relevant laws, as well as other transactions are analyzed via sampling. As

part of onsite controls, compliance of transactions, loans, contracts, collaterals and
documentation with internal and external regulations is monitored. Findings, opinions
and recommendations are notified to relevant personnel responsible for relevant
activity, depending on the risk level, severity, and whether or not a preventive,/
corrective measure has been faken. Following necessary joint assessments,
observations are also reported to the Senior Management and Audit Committee.

Infernal Audit Department

Infernal Audit Department operates under the Board of Direcfors and performs internal
audit functions in a way to cover all the activities carried out by the Bank. Accordingly,
the department audits and inspects whether or not Bank’s activities are conducted in
compliance with relevant laws, and internal strategies, policies, principles and targets.

For the internal audit system to fulfill its infended purpose and derive expected

benefits, all the activities carried out by the Bank are periodically audited without any
restrictions. Which activities are to be audited are defermined based on a risk-oriented
approach along with the requirements of relevant laws.

The Internal Audit Department checks these activities against relevant laws and
legislation, and internal strategies and targets, while assessing the effectivity and
sufficiency of infernal control and risk management systems. As part of periodical and
risk-based audits, and in addition to the inspections on the structure of Bank's internal
processes, the Department assesses compliance of activities with law; sufficiency

of infernal regulations; whether or not Bank's activities are sufficient, accurate and
effective; and whether or not reports, book entries and financial reports submitted

to BRSA and Senior Management are accurate, reliable and compliant with time
restrictions. Audits are intfended to identify deficiencies, errors and any possible
misconduct in the activities performed. The approach adopted in these studies aim fo
convey opinions and recommendations on how to prevent re-occurrence of the issues
identified, and how to use Bank's sources in an effective and efficient manner.

Infernal Audit Department examines information systems, including electronic banking
information sysfem, in line with the principles and procedures stipulated under Section
5 "Information Systems and Principles Regarding Audits on Banking Processes” of the
“Regulation on Principles of Auditing Bank Information Systems and Banking Processes
to be Performed by Independent Audit Agencies”.
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FINANCIAL INFORMATION AND ASSESSMENT
OF RISK MANAGEMENT ENVIRONMENT

Infernal audits on risk management assess whether or not the results derived from risk
measurement models and methods employed in the Bank are incorporated in daily risk
management efforts. These audits examine pricing models and valuation systems used
in the Bank, risks covered by the risk measurement models in the Bank, and accuracy
and appropriateness of the data and assumptions in these models. Reliability, infegrity,
and prompt accessibility of the source of data, as well as accuracy of retrospective
fests are also audited. Internal assessment process regarding the Bank's capital
adequacy is examined, as well, in line with the legislation on this process and infernal
regulations.

Audit reports issued after infernal controls are shared with the Audit Committee, Senior
Management and relevant units. Efforts to eliminate findings are monitored by the
Infernal Audit Department. The Board also closely follows up the efforts of Infernal
Audit Department through quarterly activity reports which are submitted by the Audit
Committee.

Risk Management Department

Risk Management Department is independent of executive functions, and directly
operates under the Board of Directors. It carries out acfivities such as measurement,
monitoring, confrol and reporting of the risks which are identified in line with relevant
implementation principles and risk management policies and procedures approved
and periodically reviewed by the Board.

Bank's quantitative and qualitative risks are regularly reviewed against Capital Risk
Matrix in coordination with Bank’s Senior Management and Risk Management
Department fo be submitted at the approval of the Board. In order to manage, measure
and follow up the key risks identified in light of the capital risk matrix, as well as the
risks that the Bank may be subject to due fo its activities, Risk Appetite and limits are
defermined and reviewed, taking into account ICAAP report results, stress tests and

risk developments as defined in periodical legal reports, all of which are subject to an
approval by the Board. Approved Risk Appetite and limits are announced internally in
the bank to ensure that all the employees are aware of such risks.

FINANCIAL INFORMATION AND ASSESSMENT
OF RISK MANAGEMENT ENVIRONMENT

Risk management system intends to define, measure, report, monitor and control the
risks faced, through policies, procedures and limits determined to monitor the nature
and level of the activities; keep them under control; and change the same when
necessary. It also helps determine infernal capital adequacy in accordance with risk
profiles. Taking into account the risk capacity, Board of Directors defines, and regularly
reviews, the risk appetite level that indicates the level of risk it is willing to bear in order
fo achieve its fargets.

In coordination with the Risk Management Department, sfress fests were performed in
light of the negative scenarios agreed together with the Senior Management and of
the scenarios stipulated by BRSA, as part of the Stress Test Program for 3-Year Budgets
approved by the Board. An ICAAP report and stress fest report were prepared and
approved by the Board that covered ICAAP risk measurement, capital and liquidity
planning and assessments regarding risk management.

Analyses, simulations, scenarios, stress fests and ICAAP report as part of the risk
management processes play a role in the strategic decisions taken by the Senior
Management, in addition fo supporting the decision-making mechanism.

Within the framework of the Risk Management Program in 2014, risk analyses
were carried out to defermine the fechnical competency and potential risks of the
organizations from which Support Services were procured. These analyses were
approved by the Audit Committee and submitted to the approval of the Board.
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AGENDA OF THE ORDINARY GENERAL
ASSEMBLY

Agenda of 2014 Ordinary General Assembly to Be
Held on 30 March 2015

1-

-

Opening Remarks and Election of the Chair to the Meeting

Presentation for discussion and approval of the Annual Report of BoD for the year
2014

Presentation of the Independent Audit Agency’s Report

Presentation for discussion and approval of the financial statements for the year

2014

Release of each member of the Board of Directors from liability for the affairs for the

year 2014

Approval by the BoD of the change in memberships

Discussion and resolution on BoD Members' remunerations and attendance fees
Discussion and resolution on whether or not 2014 profits are to be distributed

Discussion and resolution on whether or not premium payments are to be made to
the personnel

10- Election of Independent Audit Agency

11

- Authorizing BoD to issue bonds, profitloss sharing certificates, financing bills, bank
bills, assetbased securities, and other borrowing instruments to be accepted by laws

12- Authorizing BoD Members as per the provisions of Arficles 395 and 396 in Turkish

Commercial Code

13- Wishes, opinions and closing remarks
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INFORMATION REGARDING RISK MANAGEMENT
POUCIES IMPLEEMENTED BY TYPES OF RISKS

Risk Management Department is intended to measure, monitor, control, and report the
risks, through risk management policies, procedures and principles of implementation
approved and regularly reviewed by the BoD,

Credit Risk

Credit risk studies include measurement, analysis, reporting and monitoring of credit
risks. The term refers fo the possible risks a confractual party may be exposed in cases
where the other party fails to fulfill its contractual obligations. Credit risks are managed
through credit policies and procedures implemented in the Bank. For the purposes

of credit risk management, criteria including but not limited to structure and affributes
of credit, provisions of the credit agreement and financial conditions, structure of risk
profile unfil the maturity date in parallel with possible developments in the market,
guarantees and collaterals, concentrations, and compliance with the limits set by the
BoD are taken into account.

Credit allocation takes place within the limits defermined separately for each borrower.
Each customer who is engaged in a credit fransaction has to to be subjected to a
credit limit allocated by the BoD. Systematically, a customer is not allowed to exceed

the credit risk limit.

Our credit portfolio is analyzed in terms of distribution and concentration of type of
credit, currency, industry, credit borrower, and holding and group, taking into account
criferia including average maturity dates and sensitivity fo interest rate. These analyses
are submitted as monthly reports to the Senior Management and the Audit Committee.
Amounts calculated based on credit risk are found with the standard approach
method.

Counterparty risks arising from freasury transactions and relevant limits are monitored
and reported on a daily basis.

Market Risk

The Bank measures market risk based on the standard method. In order to keep market
risks under control, infernal limits have been set in addition to legal limits. Market

risk limits are covered in the Risk Appetite documentation which provides a defailed
business flow to determine the process, control and early warning limits, subject to
BoD's approval, upon which they are announced internally. Daily controls carried out
to this end are reported to the Senior Management and Audit Committee.

For the purposes of market risk calculations within the Bank, internal models are
also used, in addition to measurement and monitoring efforts. Market risks are
closely followed with Value Af Risk (VAR) methods that are supported by sensitivity
analyses and sfress fesfs. As part of risk management activities, global and national
developments are also followed to be used in scenario analyses.

VAR measurements calculated using infernal methods, and exchange rate and overall
market risks calculated using standard methods are regularly reported by the Risk
Management Department to the Senior Management and Audit Committee.
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INFORMATION REGARDING RISK MANAGEMENT
POUCIES IMPLEEMENTED BY TYPES OF RISKS

Operational Risk

Operational risk studies include identification, classification and analyses of the risks.
Amounts calculated based on operational risk are found using key indicator approach.
In measuring operational risks, operational risk loss data is systematically collected
and evaluated in operational risk database, in compliance with Basel Il criteria. With
operational risk limit determined using key indicators and records refained from the
dafabase, loss and nearmiss amounts are calculated and reported to the Senior
Management and Audit Committee.

Inferest Rate Risk Arising From Banking Accounts

Inferest rafe risk is measured using standard shock method by the Risk Management
Department, and reported monthly to the Banking Regulation and Supervision Agency:.
Legal limits with regards to risk appetite are observed in measuring interest rate risks.

With regards o interest rate risk arising from banking accounts, liquidity gop and
inferest rate sensitivity analyses are carried out in order to determine the interest

rate risk faced by the Bank due to maturity mismatch in oftbalance and in-balance
positions. All analyses and ratios calculated using standard shock method are reported
on a monthly basis to the Senior Management and Audit Committee.

Liquidity Risk

Liquidity risk is managed by the Treasury and Financial Institutions Department pursuant
to the risk management policies approved by the Board of Directors, in order to take
necessary measures in a timely and accurate manner to prevent liquidity bottlenecks
that may arise from market conditions and Bank's balance sheet structure.

To ensure effective management of liquidity risk, Bank and market data is regularly
monitored. Balance sheet, maturity structure of assets and liabilities, and market
borrowing volumes are analyzed. With regards to the risk appetite, compliance with
legal liquidity ratio is observed.

While calculating and following up liquidity risk, cash flows, gap analyses, stress fests

and scenario analyses are periodically reported by the Risk Management Department
fo the Senior Management and Audit Committee.

Other Risks

Country and transfer risks, strategic risks, concentration and residual risks are managed
in the Bank in compliance with the policies approved by the Board of Directors.
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COMPLIANCE OPINION
on the Ticari Sicil No : 304099

Mersis No: 0291001097600016

Annual Report

To the Board of Directors of Nurol Yatirim Bankas1 Anonim Sirketi:

‘We have completed auditing the accuracy and consistency of the financial data covered in the annual report of Nurol Yatirnm Bankast
Anonim Sirketi (the “Bank”) issued as of 31 December 2014 with the independent audit report prepared as of relevant accounting
period. The annual report is the responsibility of the Bank’s management. Our responsibility, as the agency that has conducted the
independent audit, is to express an opinion on the annual report which has been audited for consistency of the financial data in the
annual report with the financial statements covered in Bank’s independent audit report dated 11 February 2015.

Our audit was conducted in accordance with the regulations on preparation and issuance of annual report in Banking Law no. 5411
and Turkish Commercial Code (TCC) no. 6102; Independent Audit Standards incorporated into Turkish Audit Standards published
by the Public Oversight Accounting and Auditing Standards Authority (“KGK”); and provisions on independent audit principles as
specified in Article 397 of Turkish Commercial Code no. 6102. Those regulations require that we plan and perform the audit obtain
reasonable assurance with regards to whether or not the annual report is free of material misstatement. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

In our opinion, the financial information covered in the accompanying annual report represents fairly, in all material respects,

the information regarding the financial standing of Nurol Yatirim Bankas1 Anonim Sirketi as of 31 December 2014, in accordance
the effective regulations described in Article 40 of Banking Law no. 5411, and procedures and principles specified in the regulations
in force as required by TCC. The report incorporates the summary report of the Board of Directors and the independent auditor’s
opinion issued by us, and it complies with the information provided in the previous financial statements that were also subjected

to an independent audit.

Other Obligations Required by Legislation

Pursuant to subparagraph 3, Article 402 of TCC, and within the framework of BDS 570 “Business Sustainability”, no matter of

reportable significance has been found to suggest that the Bank may fail to maintain its operational continuity in the foreseeable future.

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

Miijde Sehsuvaroglu, SMMM
Auditor in Charge

Istanbul, 10 March 2015

Deloitte; ingiltere mevzuatina gére kurulmus olan Deloitte Touche Limited("DTTL) sirketini, Uye firma agindaki sirketlerden ve iliskili tiizel kisiliklerden bir veya
birden fazlasini ifade etmektedir. DTTL ve her bir tye firma ayri ve bagimsiz birer tiizel kisiliktir. DTTL (“Deloitte Global” olarak da anilmaktadir) musterilere hizmet
sunmaktadir. DTTL ve Uye firmalarin yasal yapisinin detayli agiklamasi www.deloitte.com/about adresinde yer almaktadir.

Member of Deloitte Touche Tahmatsu Limited
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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors of
Nurol Yatirim Bankasi Anonim Sirketi

Report on the Financial Statements

We have audited the accompanying financial statements of Nurol Yatinm Bankasi
Anonim Sirketi, which comprise the statement of financial position as at 31 December
2014, and the statement of profit or loss and other comprehensive income, statement
of changes in equity and statement of cash flows for the year then ended, and a
summary of significant accounting policies and other explanatory information.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these
financial statements in accordance with International Financial Reporting Standards,
and for such infernal control as management defermines is necessary to endble the
preparation of financial statements that are free from material misstatement, whether
due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statfements based on
our audit. We conducted our audit in accordance with International Standards on
Auditing. Those standards require that we comply with ethical requirements and plan
and perform the audit fo obtain reasonable assurance about whether the financial
statements are free from material misstatement.

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

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

Opinion
In our opinion, the financial statements present fairly, in all material respects, the
financial position of Nurol Yatinm Bankasi Anonim Sirketi as at 31 December

2014, and of its financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standards.

DRT BAGIMSIZ DENETIM VE SERBEST MUHASEBECT MALI MUSAVIRLK A.S.
Member of DELOITTE TOUCHE TOHMATSU LMITED

DT ‘&ﬂ%‘-ﬂll_ Derenm e SAALAL “‘3'

Istanbul, 4 March 2015
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NUROL YATIRIM BANKASI ANONIM SIRKET]
STATEMENT OF FINANCIAL POSITION

AS OF 31 DECEMBER 2014

(Currency - In thousands of Turkish Lira)

31 December

31 December

NUROL YATIRIM BANKASI ANONIM SIRKET]
STATEMENT OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME FOR THE YEAR

ENDED 31 DECEMBER 2014

(Currency - In thousands of Turkish Lira)

Note 2014 2013
Assets
Cash and cash equivalents 4 194,901 81,391
Reserve deposits at Central Bank 5 17,491 6,013
Held for trading investments 6 5,136 7,186
Available for sale investments 7 58,755 82,573
Loans and advances to customers 8 356,456 241,190
Property and equipment Q 488 580
Infangible assets 10 1,021 1,090
Other assets 11 4,279 18,884
Total assets 638,527 438,907
Liabilities
Funds borrowed 12 119,332 238,126
Debt securities issued 13 204,629 102,308
Other liabilities 14 200,469 4,737
Derivative financial instruments 17 2,211 /9
Provisions 15 2,974 2,595
Current tax liability 2,033 -
Deferred tax liability 16 657 640
Total liabilities 532,305 348,485
Equity
Share capifal 18 45,000 45,000
Reserves 18 23,034 23,101
Refained earnings 38,188 22,321
Total equity 106,222 90,422
Total liabilities and equity 638,527 438,907

The accompanying nofes are an integral part of these financial statements.

1 January 1 January
N 31 December 31 December
ofe 2014 2013
Interest income 19 61,125 32,500
Interest expense 19 (28,015) (18,266)
Net inferest income 33,110 14,234
Fee and commission income 20 11,710 4,967
Fee and commission expense 20 (2,011) (1,780)
Net fee and commission income 9,699 3,187
Net trading income / (loss) 21 (5,454) (374)
Other operating income 22 1,505 657
(3,949) 283
Operating income 38,860 17,704
Net impairment,/recoveries on financial assefs 8 (1,571) (135)
Other provision expenses (374) (489)
Personnel expenses 23 (7,937) (8.920)
Depreciation and amortization 9,10 (784) (563)
Administrative expenses 24 (8,021) (7,281)
Profit before income tax 20,173 316
Income tax expense 16 (4,3006) 200
Profit from continued operations 15,867 516
Income from discontinued operations
Income tax provision from discontinued operations
Profit from discontinued operations -
Profit for the year 15,867 516
Other comprehensive income
Available-for-sale financial assets
Gains / (Loss) arising during the year (10) (24,377)
less: Reclassification adjustments for gains
included in profit or loss
Income fax relating fo components of other
comprehensive income 16 (57) 1,226
Other comprehensive income for the year,
net of income tax (67) (23,151)
Total comprehensive (loss) / income for the year 15,800 (22,635)

The accompanying notes are an infegral part of these financial statements.
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NUROL YATIRIM BANKASI ANONIM SIRKET]
STATEMENT OF CHANGES IN EQUITY FOR
THE YEAR ENDED 31 DECEMBER 2014

(Currency - In thousands of Turkish Lira)

Share
Note capital

Adjustment
to share
capital

Fair value
reserve of
available
for sale
financial
assets

Accumulated

Legal
reserves

gain/
(losses)

NUROL YATIRIM BANKASI ANONIM SIRKET]
STATEMENT OF CASH FLOWS FOR THE

(Currency - In thousands of Turkish Lira)

Cash flows from operating activities

Note

YEAR ENDED 31 DECEMBER 2014

1 January

31 December
2014

1 January
31 December
2013

Balances at 1 January 2013 45,000 - 45171 988 21,898 113,057
Transfers fo legal reserves - - 163 (163) -
Total comprehensive income for the year

- Profit for the year 516 516
Other comprehensive income for the

vear, net of fax 18 - (23,221) 70 (23,151)
Total other comprehensive income - - - -
Total comprehensive income for the year - (23,221) 586 (22,635)
Balance at 31 December 2013 45,000 - 21,950 1,151 22,321 90,422
Balances at 1 January 2014 45,000 - 21,950 1,151 22,321 90,422
Transfers to legal reserves - - - - -
Total comprehensive income for the year

- Profit for the year 15867 15,867
Other comprehensive income for the

year, net of fax 18 (67) (67)
Total other comprehensive income - - - -
Total comprehensive income for the year - (67) 15,867 15,800
Balance at 31 December 2014 45,000 - 21,883 1,151 38,188 106,222

The accompanying notes are an infegral part of these financial statements.

Net profit for the year 15,867 516
Adjustments:
Depreciation and amortisation 508 563
Current fax provision 16 4,346 -
Deferred tax 16 (40) (130)
Provision for loan losses 8 1,571 281
Other provisions 442 588
Accrual on derivative instruments (2,843) 373
Other accruals 2,167 (461)
Foreign exchange loss / (gain) 14,678 (1,1906)
Other - (2,583)
36,696 (2,049)
Changes in operating assets and liabilities
Change in held for trading investments 7,006 540
Change in loans and advances to customers (114,785) (90,641)
Change in reserve deposits (11,389 (788)
Change in other assets 15,309 2,750
Change in other licbilities 194,098 (7,011)
Change in borrowings (118,575) 114,313
Taxes paid (2,313) -
Net cash provided by / (used in) operating activities 6,047 17,114
Cash flows from investing activities
Purchase of available for sale investments (27,284) (50,354)
Proceed from sale of available for sale investments 51,350 -
Purchase of property and equipment 9 (193) (72)
Proceeds from sale of property and equipment - 3
Purchase of intangible assets 10 (154) (553)
Net cash (used in) / provided by investing activities 23,719 (50,976)
Proceeds from debt securities issued 08,422 100,000
Net cash provided by financing activities 98,422 100,000
Effect of foreign exchange rate change on cash and
cash equivalents (14,678) 1,196
Net increase/(decrease) in cash and cash equivalents 113,510 67,334
Cash and cash equivalents at 1 January 81,391 14,057
Cash and cash equivalents at 31 December 194,901 81,391

The accompanying notes are an infegral part of these financial statements.
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NUROL YATIRIM BANKASI ANONIM SIRKET
NOTES TO THE FINANCIAL STATEMENTS AS OF
AND FOR THE YEAR ENDED 31 DECEMBER 2014

(Currency - In thousands of Turkish Lira)

CORPORATE INFORMATION
GENERAL

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

The shareholders’ structure of the Bank is as disclosed below:

Total nominal Share

value of the percentage

Shareholders shares %
Nurol Holding A.S. 35,171 78.16
Nourol insaat ve Tic. A.S. 7,182 15.96
Other 2,647 5.88

The shareholder having direct or indirect control over the shares of the Parent Bank
is Nurol Group. The Group has operations in construction, defence, finance, tourism,
health, mining, real estate, marketing and manufacturing industries through 33 firms
within the Nurol Group, 4 joint ventures and 11 domesticforeign associates and
subsidiaries.

The Board of Directors comprised the following members:

Nurettin Carmikli Chairman

Erol Carmikli Deputy Chairman of Board

M. Oguz Carmikli Deputy Chairman of Board

Dr. Ahmet Pasaoglu Board Member

S. Ceyda Carmikli Board Member

Ahmet Sirin Board Member (Audit Committee Member)

Yusuf Serbest Board Member

Mehmet Mese Basol Board Member (Corporate Governance Committee Member)
Ozgir Altuntas Board Member - General Manager

Ahmet Kerim Kemahli  Board Member (Audit Committee Member)

NUROL YATIRIM BANKASI ANONIM SIRKET
NOTES TO THE FINANCIAL STATEMENTS AS OF
AND FOR THE YEAR ENDED 31 DECEMBER 2014

(Currency - In thousands of Turkish Lira)

Application of new and revised international financial reporting standards (IFRSs)
Amendments fo IFRSs affecting amounts reported and/or disclosures in the financial
statements

None.

New and Revised IFRSs applied with no material effect on the financial statfements

Amendments to IFRS 10, 12, IAS 27 12, IAS 27 Investment Entities'

Amendments o IAS 32 Offsetting Financial Assets and Financial Liabilities!

Amendments o IAS 36 Recoverable Amount Disclosures for Non-Financial Assets!
Amendments fo IAS 39 Novation of Derivatives and Confinuation of Hedge Accounting'
IFRIC 21 Levies!

1 Effective for annual periods beginning on or affer 1 January 2014.

Amendments to IFRS 10, 12, IAS 27 Investment Entities

This amendment with the additional provisions of IFRS 10 provide ‘investment entities’
(as defined) an exemption from the consolidation of particular subsidiaries and instead
require that an investment entity measure the investment in each eligible subsidiary af
fair value through profit or loss.

Amendments to IAS 32 Offsetting Financial Assets and Financial Liabilities

The amendments to IAS 32 clarify existing application issues relating fo the offset of
financial assets and financial liabilities requirements. Specifically, the amendments
clarify the meaning of ‘currently has a legally enforceable right of setoff” and
'simultaneous realization and settlement’.

Amendments to IAS 36 Recoverable Amount Disclosures for Non-Financial Assets

As a consequence of IFRS 13 Fair Value Measurements, there are amendments in the
explanations about the measurement of the recoverable amount of an impaired asset.
This amendment is limited to nondinancial assets and paragraphs 130 and 134 of
IAS 36 have been changed.

Amendments to IAS 39 Novation of Derivatives and Continuation of Hedge
Accounting

This amendment to IAS 39 makes it clear that there is no need to discontinue hedge
accounting if a hedging derivative is novated, provided certain criteria are met.

IFRIC 21 Levies

IFRIC 21 identifies the obligating event for the recognition of a liability as the activity
that triggers the payment of the levy in accordance with the relevant legislation.
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NUROL YATIRIM BANKASI ANONIM SIRKET
NOTES TO THE FINANCIAL STATEMENTS AS OF
AND FOR THE YEAR ENDED 31 DECEMBER 2014

(Currency - In thousands of Turkish Lira)

Application of new and revised international financial reporting standards (IFRSs)
(continued)

New and revised IFRSs in issue but not yet effective

The following new and revised standards below have been applied in the current year.
The standards have not affected the amounts reported in the financial statements for the
current and previous years but may affect the accounting of the fransactions that will be
made in the future.

IFRS @ Financial Instruments®

Amendments fo IAS 19 Defined Benefit Plans: Employee Contributions!

Annual Improvements o IFRS 2, IFRS 3, IFRS 8, IFRS 13, IAS 16 and IAS 38
20102012 Cycle IAS 24!

Annual Improvements to

20112013 Cycle IFRS 1, IFRS 3, IFRS 13, IAS 40!

IFRS 14 Regulatory Deferral Accounts?

Amendments to IFRS 11 Accounting for Acquisition of Interests in Joint operations?

Amendments to IAS 16 and IAS 38 Clarification of Acceptable Methods of Depreciation and

Amortisation?

Amendments to IAS 16 and IAS 41 Agriculture: Bearer Plants?
IFRS 15 Revenue from Contracts with Customers#
Amendments to IAS 27 Equity Method in Separate Financial Statements?

Amendments to IAS 10 and IAS 28 Sale or Contribution of Assets between an Investor and

its Associate or Joint Venture?

Annual Improvements to

20122014 Cycle IFRS 5, IFRS 7, I1AS @, IAS 343
Amendments fo IAS 1 Disclosure Initiative?
Amendments to IFRS 10, Investment Entities: Applying the
IFRS 12 and IAS 28 Consolidation Exception?

1 Effective for annual periods beginning on or after 1 July 2014.
2 Effective for annual periods beginning on or after 1 January 2016.
3 Effective for annual periods beginning on or after 1 July 2016.
4 Effective for annual periods beginning on or after 1 January 2017.
5 Effective for annual periods beginning on or affer 1 January 2018.

NUROL YATIRIM BANKASI ANONIM SIRKET
NOTES TO THE FINANCIAL STATEMENTS AS OF
AND FOR THE YEAR ENDED 31 DECEMBER 2014

(Currency - In thousands of Turkish Lira)

Application of new and revised international financial reporting standards (IFRSs)
(continued)

New and revised IFRSs in issue but not yet effective (continued)
IFRS 9 Financial Instruments

IFRS 9, issued in November 2009, intfroduces new requirements for the classification
and measurement of financial assets. IFRS @ was amended in October 2010 to
include requirements for the classification and measurement of financial liabilities

and for derecognition, and in November 2013 to include the new requirements

for general hedge accounting. Another revised version of IFRS @ was issued in July
2014 mainly to include a) impairment requirements for financial assets and b) limited
amendments fo the classification and measurement requirements by infroducing a
“fair value through other comprehensive income (FVTOCI) measurement category for
certain simp|e debt instruments.

Amendments to IAS 19 Defined Benefit Plans: Employee Contributions

This amendment clarifies the requirements that relate to how contributions from
employees or third parties that are linked to service should be affributed to periods of
service. In addition, it permits a procﬂco| expediem if the amount of the contributions
is independent of the number of years of service, in that confributions, can, but are not
required, to be recognised as a reduction in the service cost in the period in which
the related service is rendered.

Annual Improvements to 2010-2012 Cycle

IFRS 2: Amends the definitions of ‘vesting condition’ and ‘market condition” and adds
definitions for ‘performance condition” and ‘service condition’

IFRS 3: Require contingent consideration that is classified as an asset or a liability to
be measured at fair value af each reporting date.

IFRS 8: Requires disclosure of the judgments made by management in applying the
aggregation criteria fo operating segments, clarify reconciliations of segment assets
only required if segment assefs are reported regularly.

IFRS 13: Clarify that issuing IFRS 13 and amending IFRS @ and IAS 39 did not
remove the ability o measure certain shortterm receivables and payables on an
undiscounted basis (amends basis for conclusions only).

IAS 16 and IAS 38: Clarify that the gross amount of property, plant and equipment is
adjusted in a manner consistent with a revaluation of the carrying amount.

IAS 24: Clarify how payments to entities providing management services are to be
disclosed.
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NUROL YATIRIM BANKASI ANONIM SIRKET
NOTES TO THE FINANCIAL STATEMENTS AS OF
AND FOR THE YEAR ENDED 31 DECEMBER 2014

(Currency - In thousands of Turkish Lira)

Application of new and revised international financial reporting standards (IFRSs)
(continued)

New and revised IFRSs in issue but not yet effective (continued)
Annual Improvements to 2011-2013 Cycle

IFRS 1: Clarify which versions of IFRSs can be used on initial adoption {amends basis
for conclusions only).

IFRS 3: Clarify that IFRS 3 excludes from its scope the accounting for the formation of
a joint arrangement in the financial statements of the joint arrangement itself.

IFRS 13: Clarify the scope of the porifolio exception in paragroph 52.

IAS 40: Clarifying the interrelationship of IFRS 3 and IAS 40 when classifying

property as investment property or owner-occupied property.

IFRS 14 Regulatory Deferral Accounts

IFRS 14 Regulatory Deferral Accounts permits an entity which is a firsttime adopter of
Infernational Financial Reporting Standards fo continue to account, with some limited
changes, for ‘regulatory deferral account balances' in accordance with its previous

GAAP both on initial adoption of IFRS and in subsequent financial statements.

IFRS 14 was issued by the IASB on 30 January 2014 and is applies to an entity's first

annual IFRS financial statements for a period beginning on or after 1 January 2016.
Amendments to IFRS 11 Accounting for Acquisition of Interests in Joint operations

This amendment requires an acquirer of an interest in a joint operation in which the
activity constitutes a business to:

* apply all of the business combinations accounting principles in IFRS 3 and other
IFRSs, except for those principles that conflict with the guidance in IFRS 11

e disclose the information required by IFRS 3 and other IFRSs for business
combinations.

NUROL YATIRIM BANKASI ANONIM SIRKET
NOTES TO THE FINANCIAL STATEMENTS AS OF
AND FOR THE YEAR ENDED 31 DECEMBER 2014

(Currency - In thousands of Turkish Lira)

Application of new and revised international financial reporting standards (IFRSs)
(continued)

New and revised IFRSs in issue but not yet effective (continued)

Amendments to IAS 16 and IAS 38 Clarification of Acceptable Methods of
Depreciation and Amortisation

This amendment clarifies that that a depreciation method that is based on revenue
that is generated by an activity that includes the use of an asset is not appropriate
for property, plant and equipment, and introduces a rebuttable presumption that

an amortisation method that is based on the revenue generated by an activity that
includes the use of an intangible asset is inappropriate, which can only be overcome
in limited circumstances where the infangible asset is expressed as a measure of
revenue, or when it can be demonstrated that revenue and the consumption of the
economic benefits of the intangible asset are highly correlated. The amendment

also adds guidance that expected future reductions in the selling price of an item
that was produced using an asset could indicate the expectation of fechnological or
commercial obsolescence of the asset, which, in turn, might reflect a reduction of the
future economic benefits embodied in the asset.

Amendments to IAS 16 and IAS 41 Agriculture: Bearer Plants

This amendment include “bearer plants” within the scope of IAS 16 rather than I1AS
471, allowing such assets to be accounted for a property, plant and equipment and
measured affer initial recognition on a cost or revaluation basis in accordance with
IAS 16. The amendment also infroduces a definition of ‘bearer plants” as a living
plant that is used in the production or supply of agricultural produce, is expected to
bear produce for more than one period and has a remote likelihood of being sold
as agricultural produce, except for incidental scrap sales, and clarifies that produce
growing on bearer plants remains within the scope of IAS 41.

IFRS 15 Revenue from Contracts with Customers

IFRS 15 provides a single, principles based five-step model to be applied fo all
confracts with customers.

The five steps in the model are as follows:

® |dentify the contract with the customer

* |dentify the performance obligations in the confract

* Determine the fransaction price

* Allocate the fransaction price fo the performance obligations in the contfracts
* Recognise revenue when the entity safisfies a performance obligation.
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(Currency - In thousands of Turkish Lira)

Application of new and revised international financial reporting standards (IFRSs)
(continued)

New and revised IFRSs in issue but not yet effective (continued)

Amendments to IAS 27 Equity Method in Separate Financial Statements

This amendment permits investments in subsidiaries, joint ventures and associates to be
optionally accounted for using the equity method in separate financial statements.

Amendments to IFRS 10 and IAS 28 Sale or Contribution of Assets between an
Investor and its Associate or Joint Venture

This amendment clarifies the treatment of the sale or contribution of assets from an
investor fo ifs associate or joint venture.

Annual Improvements 2012-2014 Cycle

IFRS 5: Adds specific guidance in IFRS 5 for cases in which an entity reclassifies an
asset from held for sale to held for distribution or vice versa and cases in which held-
fordistribution accounting is discontinued.

IFRS 7: Additional guidance fo clarify whether a servicing contract is confinuing
involvement in a fransferred asset, and clarification on offsefting disclosures in
condensed interim financial statements

IAS 9: Clarify that the high quality corporate bonds used in estimating the discount
rafe for postemployment benefits should be denominated in the same currency as the

benefits to be paid

IAS 34: Clarify the meaning of ‘elsewhere in the interim report’ and require a cross-
reference

Amendments to IAS 1 Disclosure Initiative

This amendment addresses perceived impediments to preparers exercising their
judgement in presenting their financial reports.

NUROL YATIRIM BANKASI ANONIM SIRKET
NOTES TO THE FINANCIAL STATEMENTS AS OF
AND FOR THE YEAR ENDED 31 DECEMBER 2014

(Currency - In thousands of Turkish Lira)

Application of new and revised international financial reporting standards (IFRSs)
(continued)

New and revised IFRSs in issue but not yet effective (continued)

Amendments to IFRS 10, 11, IAS 28 Investment Entities: Applying the Consolidation
Exception

This amendment addresses issues that have arisen in the context of opplying the
consolidation exception for investment entities by clarifying the following points:

® The exemption from preparing consolidated financial statements for an intermediate
parent entity is available to a parent entity that is a subsidiary of an investment
entity, even if the investment entity measures all of its subsidiaries at fair value.

* A subsidiary that provides services related to the parent's investment activities should
not be consolidated if the subsidiary itself is an investment entity.

* \When applying the equity method fo an associate or a joint venture, a non-
investment entity investor in an investment entity may retain the fair value

measurement applied by the associate or joint venture to its interests in subsidiaries.

* An investment entity measuring all of its subsidiaries at fair value provides the
disclosures relating to investment entities required by IFRS 12.

The Company evaluates the effects of these standards on the financial statements.
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NUROL YATIRIM BANKASI ANONIM SIRKET
NOTES TO THE FINANCIAL STATEMENTS AS OF
AND FOR THE YEAR ENDED 31 DECEMBER 2014

(Currency - In thousands of Turkish Lira)

Significant accounting policies
Statement of compliance:

The financial statements have been prepared in accordance with Infernational
Financial Reporting Standards (“IFRS”).

The Bank maintains its books of account and prepares its statutory financial statements
in accordance with Turkish Accounting Standards, Financial Reporting Standards and
other regulations on accounting and reporting standards promulgated by the Banking
Regulation and Supervision Agency “BRSA”).

The financial statements have been prepared from statutory financial statements of the
Bank and presented in accordance with IFRS in Turkish Lira (“TL") with adjustments and
certain reclassifications for the purpose of fair presentation in accordance with IFRS.

The accompanying financial statements as of 31 December 2014 are authorised for
issue by the Board of Directors on 4 March 2015.

Basis of preparation:

The financial statements have been prepared on the historical cost basis except for the
revaluation of financial instruments. Historical cost is generally based on the fair value
of the consideration given in exchange for assets.

Accounting in hyperinflationary economies

The financial statements of the Bank for the periods before 1 January 2006 were
adjusted to compensate for the effect of changes in the general purchasing power

of the Turkish Lira based on IAS 29 “Financial Reporting in Hyperinflationary
Economies”. Turkish Economy is accepted to come off its highly inflationary status as
of 1 January 2006. Based on this consideration, IAS 29 has not been applied in the
preparation of the financial statements since 1 January 2006. Amounts expressed in
the measuring unit current at 31 December 2005 were treated as the basis for the
carrying amounts after 1 January 2006.

Foreign currency transactions

Transactions in currencies other than TL (foreign currencies) are recorded at the rates
of exchange prevailing on the dates of the fransactions. At each balance sheet
date, monetary items denominated in foreign currencies are retranslated at the rates
prevailing on the balance sheet date. Non-monetary items carried at fair value that
are denominated in foreign currencies are refranslated at the rafes prevailing on the
date when the fair value was determined. Non-monetary items that are measured in
ferms of historical cost in a foreign currency are not refranslated. Foreign currency
differences arising on retranslation are recognised in profit or loss.

83



84

3.5

NUROL YATIRIM BANKASI ANONIM SIRKET
NOTES TO THE FINANCIAL STATEMENTS AS OF
AND FOR THE YEAR ENDED 31 DECEMBER 2014

(Currency - In thousands of Turkish Lira)

Significant accounting policies (continued)

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

UsD / TL EUR/TL

(full) (Full)

31 December 2014 2.3189 2.8207
31 December 2013 2.1343 2.9365

Interest income and interest expense

Inferest income and expense are recognised in the profit or loss using the effective
inferest method. The effective inferest rate is the rafe that exactly discounts the
estimated future cash payments and receipts through the expected life of the financial
asset or liability (or, where appropriate, a shorter period) to the carrying amount of

the financial asset or liability. VWhen calculating the effective inferest rate, the Bank
estimates future cash flows considering all contractual terms of financial instrument, but
not future credit losses. The effective interest rafe is esfablished on initial recognition of
the financial asset and licbility and is not revised subsequently.

The calculation of the effective inferest rate includes all fees and points paid or
received that are an infegral part of the effective interest rafe. Transaction costs include
incremental costs that are directly attributable to the acquisition or issue of a financial
asset or liability.

Inferest income and expense presented in the sfafement of comprehensive income
statement include:

e the interest income on financial assets and liabilities at amortised cost on an
effective interest rate basis

e the inferest income on held for trading investments and available for sale
investments.

Interest income is suspended when loans are impaired and is excluded from inferest
income until received.

3.7

3.8

3.9

NUROL YATIRIM BANKASI ANONIM SIRKET
NOTES TO THE FINANCIAL STATEMENTS AS OF
AND FOR THE YEAR ENDED 31 DECEMBER 2014

(Currency - In thousands of Turkish Lira)

Significant accounting policies (continued)
Fees and commission

Fees and commission income and expense that are infegral to the effective inferest
rate on a financial asset or |iobi|iTy are included in the measurement of the effective
interest rate.

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

Fee for bank transfers and other banking transaction services are recorded as income
when collected.

Net trading income

Net trading income comprises gains less loss related fo held for tfrading investments
and liabilities, and includes all realised and unrealised fair value changes and
interest. Any realised or unrealised fair value changes and inferest of non-qualifying
derivatives, held for risk management purposes, are recorded as foreign exchange
gain.

Dividends

Dividends are recognised when the shareholders' right fo receive the payments is

established.

Taxation and deferred income taxes

Income tax expense represents the sum of the tax currently payable and deferred tox.
Current fax

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

Deferred tax

Deferred tax is recognized on temporary differences between the carrying amounts

of assefs and liabilities in the financial statements and the corresponding fax bases
which are used in the computation of taxable profit. Deferred tax liabilities are
generally recognized for all taxable temporary differences and deferred tax assets are
recognized for all deductible temporary differences to the extent that it is probable that
taxable profits will be available against which those deductible temporary differences
can be utilized. Such deferred tax assets and liabilities are not recognized if the
temporary difference arises from goodwill or from the initial recognition (other than

in a business combination) of other assets and liabilities in a transaction that affects
neither the faxable profit nor the accounting profit.
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Significant accounting policies (continued)
Taxation and deferred income taxes

The carrying amount of deferred tax assets is reviewed at each balance sheet date
and reduced fo the extent that it is no longer probable that sufficient taxable profits will
be available o allow all or part of the asset to be recovered.

Deferred tax assets and licbilities are measured at the tax rates that are expected to
apply in the period in which the liobility is seffled or the asset realized, based on tax
rafes (and tax laws) that have been enacted or substantively enacted by the balance
sheet date. The measurement of deferred tax liabilities and assets reflects the tax
consequences that would follow from the manner in which the Bank expects, at the
reporting date, to recover or seftle the carrying amount of its assets and liabilifies.

Deferred tax assets and licbilities are offset when there is a legally enforcedble right to
set off current tax assefs against current fax liabilities and when they relate to income
faxes levied by the same taxation authority and the Bank infends to seffle its current fox
assets and liabilities on a net basis.

Current and deferred tax for the period

Current and deferred tax are recognized as an expense or income in profit or loss,
except when they relate fo ifems that are recognized outside profit or loss (whether

in other comprehensive income or directly in equity), in which case the fax is also
recognized outside profit or loss, or where they arise from the initial accounting for a
business combination. In the case of a business combination, the tax effect is taken
info account in calculating goodwill or defermining the excess of the acquirer’s inferest
in the net fair value of the acquiree’s identificble asses, liabilities and confingent
liabilities over cost.

Investment Incentives

The phase “ ... only aftributable to 2006, 2007 and 2008", which was included

in the paragraph set out in Provisional Article 69 of Income Tax Law No: 193 is
deleted upon the Constitutional Court's resolution no: 2009/144 and the related
decision was published in the Official Gazette on 8 January 2010. Investment
incentive application was revised based on Atticle 5 of Law No: 6009, which had
been published in the Official Gazette No: 27659 on 1 August 2010. Under the
revised law, the investment incentive amount which would be used as a discount in
determining the tax basis should not exceed 25% of the related period’s profit, only
fo the exfent that it is applicable o profit for the related period, whereas corporate tox
would be calculated based on the opplicable tax rafe over the remaining profit. The
requirement stating that deductible investment incentive amount cannot exceed the
25% of annual eamings has been annulled upon the Constitutional Court's decision
no:2010/93, K: 2012/9 issued on @ February 2012. The full annulment decision
has not been published in the Official Gazette as of the report date but the decision
for the stay of execution is published in the Official Gozette on 18 February 2012,
As of 31 December 2014, there is no investment incentive amount that is planned to
be deducted by the Bank from its corporate income in the future and There@re there
is no deferred tax asset recognized in the Bank's financial statements related to the
investment incentive (31 December 2013: None).
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Significant accounting policies (continued)

3.10 Financial assets and liabilities

Financial Assets

All financial assefs are initially measured af fair value, plus transaction costs except for
those financial assets classified as at fair value through profit or loss, which are initially
measured at fair value and recognized or derecognized on a trade dafe where the
purchase or sale of a financial asset is under a contract whose terms require delivery
of the financial asset within the timeframe established by the market concerned.

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

Effective interest method

The effective interest method is a method of calculating the amortized cost of a
financial asset and of allocating interest income over the relevant period. The effective
inferest rate is the rafe that exactly discounts estimated future cash receipts through the
expected life of the financial asset, or, where oppropriate, a shorter period to the nef
carrying amount on initial recognition.

Income is recognized on an effective interest basis for debt instruments other than
those financial assets designated as af FVTPL.

Financial assets at FVTPL

Financial assefs at fair value through profit or loss are financial assets held for
frading and financial assefs designated under this category upon initial recognition.
A financial asset is classified in this category if acquired principally for the purpose
of selling in the shortterm or achieved more relevant accounting measurement.
Derivatives are also categorized as held for frading unless they are designated as
hedges.

Held-to-maturity investments

Non-derivative financial assets with fixed or determinable payments and fixed maturity
dates that the Bank has the positive intent and ability to hold to maturity are classified
as heldto-maturity investments. Held4o-maturity investments are recorded at amortized
cost using the effective interest method less impairment, with revenue recognized on
an effective yield basis.

87



88

NUROL YATIRIM BANKASI ANONIM SIRKET
NOTES TO THE FINANCIAL STATEMENTS AS OF
AND FOR THE YEAR ENDED 31 DECEMBER 2014
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3. Significant accounting policies (continued)
3.10 Financial assets and liabilities (continued)
Available for sale financial assets

Quoted equity investments and quoted certain debt securities held by the Bank that
are traded in an active market are classified as being available-for-sale financial
assets and are sfated at fair value. The unquoted equity investments that are not
fraded in an active market but are also classified as availableforsale financial assets
are sfated at cost since their value cannot be reliobly measured. Gains and losses
arising from changes in fair value are recognized in other comprehensive income and
accumulated in the investments revaluation reserve with the exception of impairment
losses, interest calculated using the effective inferest method, and foreign exchange
gains and losses on monefary assets, which are recognized in profit or loss. Where
the investment is disposed of or is defermined to be impaired, the cumulative gain

or loss previously accumulated in the investments revaluation reserve is reclassified to
profit or loss.

Dividends on available for sale equity instruments are recognized in profit and loss
when the Bank has the right to receive any payment.

The fair value of available for sale monetary assefs denominated in a foreign currency
is defermined in that foreign currency and translated at the prevailing exchange rate
af the reporting date. The change in fair value affributable to translation differences
that result from a change in amortized cost of the asset is recognized in profit or loss,
and other changes are recognized in equity.

Due from banks and loans and advances to customers

Due from banks and loans and advances fo customers are non-derivative financial
assets with fixed or determinable payments that are not quoted in an active market
and that the Bank does not infend to sell immediately or in the near term.

When the Bank is the lessor in a lease agreement that transfers substantially all of the

risks and rewards incidental to ownership of an asset to the lessee, the arrangement is
classified as a finance lease and a receivable equal fo the nef investment in the lease
is recognised and presented within loans and advances.

When the Bank purchases a financial asset and simultaneously enters into an
agreement fo resell the asset (or a substantially similar asset) at a fixed price on a
future date (“reverse repo or stock borrowing”), the arrangement is accounted for as
a due from banks, and the underlying asset is not recognised in the Bank's financial
statements.

Due from banks and loans and advances to customers are initially measured af fair
value plus incremental direct fransaction costs, and subsequently measured at their
amortised cost using the effective inferest method.
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Significant accounting policies (continued)

3.10 Financial assets and liabilities (continued)

Financial Assets (continued)
Impairment of financial assets

Financial assets, other than those at fair value through profit or loss are subject to
impairment testing at each balance sheet date to determine whether there is any
indication of impairment of financial asset or financial asset group. An entfity shall
assess at each balance sheet date whether there is any objective evidence that a
financial asset or group of financial assets is impaired. A financial asset or group of
financial assets is impaired and impairment losses are incurred if there is objective
evidence of impairment as a result of one or more events that occurred dfter the
initial recognition of the asset. That loss event or events must also have an impact on
the estimated future cash flows of the financial asset or group of financial assets. For
loans and receivables, the amount of impairment is the difference between the asset's
carrying amount and the present value of estimated future cash flows discounted at the
original effective inferest rate.

The carrying amount of the financial asset is reduced by impairment loss directly for
all financial assefs with the exception of lease receivables where the carrying amount
is reduced through the use of an allowance account. When a loan is uncollectible,

it is written off against the allowance account. Changes in allowance accounts are
recognized in profit or loss.

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

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits and other
shortterm highly liquid investments which their maturities are three months or less from
date of acquisition and that are readily convertible to a known amount of cash and
are subject o an insignificant risk of changes in value. The carrying amount of the
assetfs approximates their fair value.

89



90

3.

NUROL YATIRIM BANKASI ANONIM SIRKET
NOTES TO THE FINANCIAL STATEMENTS AS OF
AND FOR THE YEAR ENDED 31 DECEMBER 2014

(Currency - In thousands of Turkish Lira)

Significant accounting policies (continued)

3.10Financial assets and liabilities (continued)

Derecognition of financial assets

The Bank derecognizes a financial asset only when the confractual rights to the cash
flows from the asset expire, or when it fransfers the financial asset and subsfonﬂo”y

all the risks and rewards of ownership of the asset to another entity. If the Bank

neither fransfers nor refains substantially all the risks and rewards of ownership and
continues to confrol the transferred asset, the Bank recognizes its refained inferest in
the asset and an associated liability for amounts it may have to pay. If the Bank retains
substantially all the risks and rewards of ownership of a transferred financial asset, the
Bank continues to recognize the financial asset and also recognizes a collateralized
borrowing for the proceeds received.

Financial Liabilities

Financial licbilities and equity instruments issued by the Bank are classified according
fo the substance of the confractual arrangements entered info and the definitions of

a financial liability and an equity instrument. An equity instrument is any confract

that evidences a residual inferest in the assefs of the Bank after deducting all of its
liabilities. The accounting policies adopted for specific financial liabilities and equity
instruments are set out below.

Financial liabilities are classified as either financial liabilities at FVTPL or other financial
liabilities.

Financial liabilities at fair value through profit or loss

Financial licbilities are classified as at FVTPL where the financial liability is either held
for trading or it is designated as at FVTPL. Financial liabilities ot FVTPL are stated af fair
value, with any resultant gain or loss recognized in profit or loss. The net gain or loss
recognized in profit or loss incorporates any interest paid on the financial liability.

Other financial liabilities

Other financial liabilities, including funds borrowed, are initially measured at fair
value, net of transaction costs.

Other financial liabilities are subsequently measured at amortized cost using the
effective inferest method plus the inferest expense recognized on an effective yield
basis. The effective interest method is calculating the amortized cost of a financial
liability and of allocating inferest expense over the relevant period. The effective
inferest rate discounts the estimated future cash payments through the expected life of
the financial liability, or, where appropriate, a shorter period.
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Significant accounting policies (continued)

3.10 Financial assets and liabilities (continued)

Financial Assets (continued)
Deposits, funds borrowed and debt securities issued

The Bank is not entitled to collect deposits. Current accounts of loan customers and
funds borrowed are the Bank's sources of debt funding.

Current accounts of loan customers and funds borrowed are initially measured at fair
value plus incremental direct transaction costs, and subsequently measured at their
amortised cost using the effective inferest method.

Derecognition of financial liabilities

The Bank is not entitled to collect deposits. Current accounts of loan customers and
funds borrowed are the Bank's sources of debt funding.

Derivative financial instruments are initially recognised af fair value on the date which
a derivative confract is entered into and subsequently remeasured at fair value. Any
gains or losses arising from changes in fair value of derivatives that do not qualify for
hedge accounting are recognised in profit or loss.

Fair values are obtained from quoted market prices in active markets, including

recent market transactions, to the extent publicly available, and valuation techniques,
including discounted cash flow models and options pricing models as appropriate. All
derivatives are carried as assefs when fair value is positive and as liabilities when fair
value is negative.

3.11 Property and equipment

Property, plant and equipment are carried at cost less accumulated depreciation and
any accumulated impairment losses.

Properﬂes in the course of construction for producﬂon, rental or administrative
purposes, or for purposes not yet determined, are carried at cost, less any recognized
impairment loss. Cost includes professional fees and, for qualifying assets, borrowing
costs capitalized. Depreciation of these assets, on the same basis as other property
assefs, commences when the assefs are ready for their intended use.
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3. Significant accounting policies (continued)
3.11 Property and equipment (continued)

Depreciation is charged so as to write off the cost or valuation of assets, other than
land and properties under construction, over their estimated useful lives, using the
straightline method. The estimated useful lives, residual values and depreciation
method are reviewed at each year end, with the effect of any changes in estimate
accounted for on a prospective basis.

Assets held under finance leases are depreciated over their expected useful lives on
the same basis as owned assets or, where shorter, the term of the relevant lease.

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

3.12Intangible assets
Infangible assefs acquired separately

Infangible assefs acquired separately are reported at cost less accumulated
amortization and accumulated impairment losses. Amortization is charged on @
straightline basis over their estimated useful lives. The estimated useful life and
amortization method are reviewed at the end of each annual reporting period, with
the effect of any changes in estimate being accounted for on a prospective basis.

Computer software

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

Costs associated with developing or maintaining computer software programmes are
recognized as an expense as incurred. Costs that are directly associated with the
development of identificble and unique software products controlled by the Bank, and
that will probably generate economic benefits exceeding costs beyond one year, are
recognized as infangible assets. Costs include the software development employee
cosfs and an appropriate portion of relevant overheads.

3.

NUROL YATIRIM BANKASI ANONIM SIRKET
NOTES TO THE FINANCIAL STATEMENTS AS OF
AND FOR THE YEAR ENDED 31 DECEMBER 2014

(Currency - In thousands of Turkish Lira)

Significant accounting policies (continued)

3.13 Impairment of non-financial assets

Assets that have an indefinite useful life, for example goodwill, are not subject

fo amortization and are tested annually for impairment. Assets that are subject

fo amortization are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An
impairment loss is recognized for the amount by which the asset's carrying amount
exceeds its recoverable amount. The recoverable amount is the higher of an asset’s
fair value less costs to sell and value in use. For the purposes of assessing impairment,
assets are grouped at the lowest levels for which there are separately identifiable cash
flows (cash-generating units). Nondinancial assets other than goodwill that suffered
impairment are reviewed for possible reversal of the impairment af each reporting date.

3.14 Investment properties

Investment property, which is property, held to earn rentals ond/or for copito|
appreciation is carried at cost less accumulated depreciation and any accumulated
impairment losses. The carrying amount includes the cost of replacing part of an
existing investment property at the time that cost is incurred if the recognition criteria
are met; and excludes the costs of day to day servicing of an investment property.
Depreciation is provided on investment property on a straight line basis. The
depreciation period for investment property is 50 years.

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

IF owner occupied property becomes an investment property, the Bank accounts
for such property in accordance with the policy stated under property, plant and
equipment up fo the date of change in use.

Investment properties are derecognized when either they have been disposed of

or when the investment property is permanently withdrawn from use and no future
economic benefit is expected from ifs disposal. Any gains or losses on the refirement
or disposal of an investment property are recognized in profit or loss in the year of
refirement or disposal.

Transfers are made fo or from investment property only when there is a change in

use. For a transfer from investment property to owner occupied property, the deemed
cost for subsequent accounting is the fair value af the date of change in use. If owner
occupied property becomes an investment property, the Bank accounts for such
property in accordance with the policy stated under property, plant and equipment up
to the date of change in use.

No assefs held under operating lease have been classified as investment properties.
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Significant accounting policies (continued)

3.15Lleases

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

The Bank as lessee

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

lease payments are apportioned between finance expenses and reduction of the
lease obligation so as fo achieve a consfant rate of inferest on the remaining balance
of the liability. Finance expenses are recognized immediately in profit or loss, unless
they are directly affributable to qualifying asses.

Amounts due from lessees under finance leases are recognized as receivables at the
amount of the Bank's nef investment in the leases. Finance lease income is allocated to
accounting periods so as fo reflect a constant periodic rate of refurn on the Bank's net
investment outstanding in respect of the leases.

Rental income from operating leases is recognized on a straightline basis over the
term of the relevant lease. Initial direct costs incurred in negotiating and arranging an
operating lease are added to the carrying amount of the leased asset and recognized
on a straightline basis over the lease term.

3.16 Provisions

Provisions are recognized when the Bank has a present obligation as a result of a
past event, and it is probable that the Bank will be required to setile that obligation,
and a reliable estimate can be made of the amount of the obligation.

The amount recognized as a provision is the best estimate of the consideration
required fo seffle the present obligation at the balance sheet date, taking into account
the risks and uncertainties surrounding the obligation. Where a provision is measured
using the cash flows estimated fo seffle the present obligation, ifs carrying amount is
the present value of those cash flows.

When some or all of the economic benefits required to sefile a provision are expected
fo be recovered from a third party, the receivable is recognized as an asset if it is
virtually certain that reimbursement will be received and the amount of the receivable
can be measured reliably.
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Significant accounting policies (continued)

3.17 Employee benefits

Termination and refirement benefits

Under Turkish low and union agreements, lump sum payments are made to employees
refiring or involuntarily leaving the Bank. Such payments are considered as being
part of defined refirement benefit plan as per Infernational Accounting Standard No.

19 (revised) "Employee Benefits” ("IAS 19”).

The refirement benefit obligation recognized in the balance sheet represents the
present value of the defined benefit obligation.

Profitsharing and bonus plans

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

3.18Fiduciary assets

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

3.19 Segment reporting

A segment is a distinguishable component of the Bank that is engaged either in
providing products or services (business segment), or in providing products or services
within a particular economic environment (geographical segment), which is subject to
risks and rewards that are different from those of other segments.

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

The Bank provides investment and operating loans to its commercial and personal
customers and also provides service packages consisting of foreign trade operations,
investment products, cash management, financial leasing, factoring, and other
banking products.
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Significant accounting policies (continued)

3.19 Segment reporting (continued)

Maior financial statement items according fo business lines:

Total
operations
Retail Corporate Investment  Other of the
banking banking banking (*) Bank
Operating income 50 37,543 1,499 8 39,100
Other expenses - (18,687) - (240) (18,927)
Profit before income tax 50 18,856 1,499 (232) 20,173
Income fax income/expense - - - - (4,3006)
Profit from continued operations 50 18,856 1,499 (232) 15,867
Profit from discontinued operations - - - - -
Profit for the year 50 18,856 1,499 (232) 15,867
30 December 2014
Segment assets 319 631,013 - 7,195 638,527
Non-distributed Asset - - - - -
Total assets 319 631,013 - 7,195 638,527
Segment liabilities - 536,633 - - 536,633
Shareholders equity - - - 101,894 101,894
Total liabilities - 536,633 - 101,894 638,527
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Significant accounting policies (continued)

Total
operations
Retail Corporate Investment of the
banking banking banking Bank
Operating income 47 13,743 2,183 1,731 17,704
Other expenses - (17,388) - - (17,388
Profit before income tax 47 (3,645) 2,183 1,731 316
Income fax income/expense - - - - 200
Profit from continued operations 47 (3,645) 2,183 1,731 516
Profit from discontinued operations - - - - -
Profit for the year 47 (3,645) 2,183 1,731 516
30 December 2013
Segment assets 319 429,318 - 8,999 438,636
Non-distributed Asset - - - 271 271
Total assets 319 429,318 - 9,541 438,907
Segment liabilities - 351,447 - 351,447
Shareholders” equity - - 87,460 87,460
Total liabilities - 351,447 - 87,460 438,907

[*) Operating income in “Other” column is the inferest income on receivable from the sale of Bank’s property (flour factory), on

20 November 2011 at an amount of USD 11,354 Thousand which includes 6% of inferest and which will be paid in 96 insfallments.

Geographical concentration

Non- Capital

cash expendi-

Assets Liabilities loans tures
2014
Domestic 631,973 630,398 308,225 488 15,867
European Union countries 361 - - - -
OECD countries 5,146
USA, Canada 1,047 -
Other countries - 8,129 - - -
Total 638,527 638,527 308,225 488 15,867
2013
Domestic 433,457 416,867 375,445 580 516
European Union countries 535 - - - -
OECD countries 23
USA, Canada 4,892 -
Other countries - 22,040 - - -
Total 438,907 438,907 375,445 580 516
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Significant accounting policies (continued)

3.20 Use of estimates and judgments

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

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised and
in any future periods affected.

In particular, information about significant areas of estimation uncertainty and crifical
judgements in applying accounting policies that have the most significant effect on the
amount recognised in the financial statements are described in note 3.21.

3.21 Key sources of estimation uncertainty

Allowances for credit losses

Assets accounted for at amortised cost are evaluated for impairment on a basis
described in accounting policy 3.10.

The specific counterparty component of the fofal allowances for impairment

applies fo financial assets evaluated individually for impairment and is based upon
management’s best estimate of the present value of the cash flows that are expected
to be received. In estimating these cash flows, management makes judgements

about counterparty’s financial situation and the net realisable value of any underlying
collateral. Each impaired asset is assessed on its merits, and the workout strategy and
estimate of cash flows considered recoverable are independently approved by the
Credit Risk Function.

Determining fair values

The defermination of fair value for financial assefs and liabilities for which there is
no observable market price requires the use of valuation fechniques as described
in accounting policy 3.10. For financial instruments that require varying degrees of
judgement depending liquidity, concentration, uncertainty of market factors, pricing
assumptions and other risks affecting the specific instrument. See also “Valuation of
financial instruments” below.

NUROL YATIRIM BANKASI ANONIM SIRKET
NOTES TO THE FINANCIAL STATEMENTS AS OF
AND FOR THE YEAR ENDED 31 DECEMBER 2014

(Currency - In thousands of Turkish Lira)

Significant accounting policies (continued)

3.21 Key sources of estimation uncertainty (continued)

Critical accounting judgements in applying the Bank’s accounting policies

Critical accounting judgements made in applying the Bank's accounting policies
include:

Impairment of investment in equity securities

Investments in equity securities are evaluated for impairment on the basis described in
accounting policy 3.10.

Valuation of financial instruments

The Bank's accounting policy on fair value measurements is discussed in accounting

policy 3.10.
Financial asset and liability classification

The Bank's accounting policies provide scope for assets and liabilities to be
designated at inception info different accounting categories in cerfain circumstances:

® In classifying financial assets and licbilities as “trading”, the Bank has defermined
that it meets the description of held for frading investments and liobilities set out in
accounting policy 3.10.

* In classifying financial assets as “available for sale”, the bank has defermined that
it meets the description of available for sale investments set out in accounting policy

3.10 and note 7.

Defails of the Bank's classification of financial assets and licbilities are given in note 25.

99



NUROL YATIRIM BANKASI ANONIM SIRKET
NOTES TO THE FINANCIAL STATEMENTS AS OF
AND FOR THE YEAR ENDED 31 DECEMBER 2014
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4. Cash and cash equivalents

31 December 31 December

2014 2013

Cash and balances with central banks 638 3,565
- Cash on hand 187 114

- Balances with central banks 451 3,451
Due from banks and financial institutions 109,210 58,814
Placements at money markets 85,053 19,012
Cash and cash equivalents in the balance sheet 194,901 81,391

As at 31 December 2014 and 31 December 2013, the details of the balances with

central banks and due from banks and financial institutions are as follows:

31 December 2014

Amount Effective interest rate
Turkish  Foreign Turkish  Foreign
Lira currency Lira currency
Balances with Central Bank 1 450 -
Due from banks and financial institutions 62,232 46,978 10.75%
Placements af money markets 85,053 - 11.23%
Total 147,286 47,428

31 December 2013

Amount Effective interest rate
Turkish  Foreign Turkish  Foreign
Lira currency Lira currency
Balances with Central Bank 33,082 69 -
Due from banks and financial institutions 57,111 1,703 3.00%
Placements af money markets 19,012 - 6.72%
Total 79,505 1,772
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(Currency - In thousands of Turkish Lira)

Reserve deposits at Central Bank

31 December 31 December

2014 2013
Turkish Lira 7,616 -
Foreign currency ?,875 6,013
17,491 6,013

According to the regulations of Central Bank of the Republic of Turkey (“Central Bank”),
banks are required fo reserve a portion of certain liability accounts as specified in the
related decrees. Such mandatory reserves are not availoble for use in the Bank's day to
day operations.

As of 31 December 2014, the compulsory rates for the reserve deposits at the Cenfral
Bank of Turkey for Turkish Lira are implemented within an inferval from 5% to 11.5%
depending on the maturity of deposits {31 December 2013 = 5% - 11.5 %) and the
compulsory rates for the foreign currency liabilities are within an inferval from 6% to

13% depending on the maturity of deposits (31 December 2013 — 6% - 13%).
Held for trading investments

31 December 31 December

2014 2013
Debt instruments
Turkish government bonds-TL denominated 5,136 7,186
Total held for trading investments 5,136 7,186

Income and losses comprising the gains and losses related to and licbilities and
realised and unrealised fair value changes are reflected in the income statement as net
frading income / (loss).

NUROL YATIRIM BANKASI ANONIM SIRKET
NOTES TO THE FINANCIAL STATEMENTS AS OF
AND FOR THE YEAR ENDED 31 DECEMBER 2014

(Currency - In thousands of Turkish Lira)

Available for sale investments

31 December 2014 31 December 2013

Effective Effective
interest interest
Amount rate Amount rate

Available-for-sale investments at fair value

Debt instruments — TL denominated (! 33,363 17,00% 56,797 9.96%
Equity instruments — listed (°) 25,392 25,776

Total available-for-sale
investments at fair value 58,755 82,573

(a) Available for sale debt instruments include government bonds denominated

in TL amounting to TL 4,096 (31 December 2013: TL 51,718 ); mutual funds
denominated in TL amounting to TL 5,006 (31 December 2013: TL None | the
remaining portion amounting fo TL 24,261 (31 December 2013: TL 5,079 | consists

of private sector bonds.

(b) The Bank holds 15.97% of Nurol Gayrimenkul Yatinm Ortakligi A.S.
("Company”)'s shares as of 31 December 2014 and the investment is accounted
under available for sale investments, as the Bank has no significant influence on the
Company. As of the balance sheet date the shares are accounted for using the market
price and fair value reserve of TL 23,016 is accounted under equity (31 December
2013:TL 23,398).
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(Currency - In thousands of Turkish Lira)

Loans and advances to customers

31 December 2014

Amount

Foreign

Foreign currency

currency indexed
Finance lease receivables 11,728 608 - 12,336
Factoring receivables - - - -
Shortterm loans 127,548 22,936 - 150,484
Medium and long-term loans 144,240 37,010 - 181,250
Total performing loans 283,516 60,554 - 344,070
Non-performing loans 507 13,791 - 14,298
less: Reserve for possible loan losses (342) (1,570) - (1,912)
Total loans, net 283,682 72,774 - 356,456

31 December 2013

Foreign

Foreign currency

currency indexed
Finance lease receivables 15,512 2,082 - 17,594
Factoring receivables 4,027 - - 4,027
Shortterm loans 134,442 29,879 - 164,321
Medium and long-term loans 29,699 25,383 - 55082
Total performing loans 183,680 57,344 - 241,024
Non-performing loans 556 - - 556
less: Reserve for possible loan losses (390) - - (390)
Total loans, net 183,846 57,344 - 241,190

NUROL YATIRIM BANKASI ANONIM SIRKET
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(Currency - In thousands of Turkish Lira)

Loans and advances to customers (continued)

Movements in non-performing loans:

31 December 31 December
2014 2013

Reserve at beginning of year 390 255
Provision for possible loan losses 1,571 281
Recoveries (49) (146)

Provision, net of recoveries 1,522 135
Amount written off -

Reserve at end of year 1,912 390

Lloans and advances to customers include the following finance lease receivables.

31 December 31 December

2014 2013
Less than one year 6,401 9,122
Between one and five years 8,998 13,542

15,399 22,664
Unearned future income on finance leases (3,063) (5,070)
Net investment in finance leases 12,336 17,594
The net investment in finance leases comprises:
Less than one year 5,033 6,779
Between one and four years 7,303 10,815

12,336 17,594

The finance leases typically run for a period of one to four years, with fransfer of
ownership of the leased asset at the end of the lease term. Inferest is charged over the
period of the lease.

The receivables are secured by way of the underlying asses.
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Property and equipment

Furni- Other
Office ture and fixed
equipment fixtures assets
Cost value
Balance at 1 January 2014 1,543 652 523 2,718
Acquisitions 125 68 193
Disposals -
Balance at 31 December 2014 1,668 652 591 2,911
Accumulated Depreciation
Balance at 1 January 2014 (1,118) (609) (411)  (2,138)
Depreciation for the year (248) (6) (31) (285)
Disposals - - - -
Balance at 31 December 2014 (1,366) (615) (442)  (2,423)
Cost value
Balance at 1 January 2013 1,502 652 498 2,652
Acquisitions 47 25 7?2
Disposals (6) (6)
Balance at 31 December 2013 1,543 652 523 2,718
Accumulated Depreciation
Balance at 1 January 2013 (871) (595) (388) (1,854
Depreciation for the year (250) (14) (23) (287)
Disposals 3 - - 3
Balance at 31 December 2013 (1,118) (609) (411)  (2,138)
Carrying amounts
Balance at 31 December 2013 425 43 112 580
Balance at 31 December 2014 302 37 149 488

As of 31 December 2014 tangible assets were insured fo the extent fo TL 3,022

Thousand in total.

The estimated useful lives are as follows:

Motor vehicles

Office equipment, furniture and fixtures

leased assets

S-/ years
5- 15 years
shorter of 5 - 10 years and the lease term
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Intangible assets

Software Total

Cost

Balance at 1 January 2014 3,884 3,884
Additions 154 154
Balance at 31 December 2014 4,038 4,038

Amortization and impairment

Balance at 1 January 2014 (2,794) (2,794)
Amortization charge for the year (223) (223)
Balance at 31 December 2014 (3,017) (3,017)
Cost

Balance at 1 January 2013 3,331 3,331
Additions 553 553
Balance at 31 December 2013 3,884 3,884

Amortization and impairment

Balance at 1 January 2013 (2,518) (2,518)
Amortization charge for the year (276) (276)
Balance at 31 December 2013 (2,794) (2,794)

Carrying amounts
Balance at 31 December 2013 1,090 1,090
Balance at 31 December 2014 1,021 1,021

Other assets

31 December 31 December

2014 2013
Receivables from Nurol Holding 483 144
Receivables from disposal of property (*) - 15,731
Assets held for sale 1,371 1,371
Others 2,425 1,638
4,279 18,884

(*) The Bank sold its investment property, that comprise the building (flour factory) purchased from a loan customer on 7 October
2011 for USD 11,354 thousand which includes 6% of interest and which will be paid in 96 installments amounting to USD 118
thousand each. As of 31 December 2014 the amortised carrying value of the receivable from this disposal amounts to TL 13,791 (31
December 2013: TL 15,731). The receivable was presented in Other Assets as of 31 December 2013; but it is classified as non-
performing loans, under Loans and Advances fo Customers as of 31 December 2014, as a result of the collection performance in the
current year. 1,571 TL of provision is provided for this receivable as of the balance sheet date.
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Funds borrowed

31 December 2014 31 December 2013
Foreign Foreign
TL currency Total TL currency Total
Funds borrowed 32,673 35,154 67,827 27,356 87,328 114,684
Obligations under
repurchase agreements 51,505 - 51,505 123,442 - 123,442

84,178 35,154 119,332 150,798 87,328 238,126

The effective interest rate for funds borrowed denominated in USD is 2.00% (2013
-3.22%), in EUR is 2.93% (2013 - 3.2%) and in TLis 11.23% (2013 - 7.9%). As at
31 December 2014 and 31 December 2013, funds borrowed have fixed interest rates.

As at 31 December 2014 and 31 December 2013, funds borrowed are unsecured.
The Bank has not had any defaults of principal, interest or redemption amounts or
other breaches of loan covenants as at 31 December 2014 (31 December 2013 - None).

Debt securities issued

The Bank has issued floating rafe debt securities amounting to TL 100,000,000 at 24
January 2013 with 728 days maturity and three-month period interest payment. Bank
reclaimed securities worth TL 1,330,000 TL in nominal value that was issued, as of
balance sheet date. The Bank has also issued bills on 29 April 2014 with nominal
value of TL 30,000,000, interest rate of 5.27% and term of 179 days; bonds on 29
April 2014 with nominal value of TL 30,000,000, interest rate of 3.06% and ferm of
540 days, with variable interest, coupon payments as every three months, bonds on
2 June 2014 with nominal value of TL 40,000,000, interest rate of 4.72% and term
of 179 days and bonds on 08 July 2014 with nominal value of TL 40,000,000,
interest rate of 4.49% through and term of 178 days sales to the qualified investors.
As at 31 December 2014, debt securities are as follows:

31 December 2014 31 December 2013
Foreign Foreign
TL currency Total TL currency Total
Bonds 204,629 - 204,629 102,308 - 102,308
204,629 - 204,629 102,308 - 102,308
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Other liabilities

31 December 31 December

2014 2013
Current accounts of loan customers 192,074 1,578
Taxes and funds payable 3,356 985
Others 5,039 2,174
200,469 4,737

Provisions
30 December 31 December
2014 2013
Employee termination benefits 565 431
Bonus accrual 247 -
Unused vacation accrual 404 263
Provision for non -cash loans Q63 1,103
Provision for lawsuits 380 398
Other 415 400
2,974 2,595

The movement in vacation pay liability is as follows:

At 1 January 263 368
Provision (reversal) / provided 141 (105)
At 31 December 404 263

The movement in provision for bonus accrual is as follows:

At T January - 300
Provision provided 247 -
Bonus paid - (300)
At 31 December 247 -

The movement in provision for employee termination benefits is as follows:

At T January 431 684
Service cost 187 380
Interest cost 10 17
Benefits paid (63) (292)
Provision reversal - (271)
Actuieryal gain /(loss) - (87)
At 31 December 565 431
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Provisions (continued)
Employee termination benefits

Under Turkish Labor Law, the Company is required to pay termination benefits to each
employee who has completed cerfain years of service and whose employment is
ferminated without due cause, is called up for military service, dies or achieves the
refirement age (58 for women and 60 for men).

The amount payable consists of one month’s salary limited to a maximum of TL

3.438,22 for each period of service at 31 December 2014 (2013: TL 3.254,44)

There are no agreements for pension commitments other than the legal requirement
as explained above. In addition, the liability is not funded, as there is no funding
requirement.

The provisions for employment fermination benefits of the Company is calculated
over TL 3.541,37 that is effective commencing on 1 January 2015 (1 January
2014: TL 3.438,22). The provision has been calculated by estimating the present
value of the future probable obligation of the Company arising from the refirement of
employees. IAS 19 requires actuarial valuation methods to be developed fo estimate
the enterprise’s obligation under defined benefit plans. Accordingly, the following
actuarial assumptions were used in the calculation of the total licbility:

The principal assumption is that the maximum liability for each year of service will
increase parallel with inflation. Thus, the discount rate applied represents the expected
real rate after adjusting for the anticipated effects of future inflation. Consequently, in
the accompanying financial statfements as af 31 December 2014, the provision has
been calculated by estimating the present value of the future probable obligation of
the Company arising from the retirement of the employees. The Bank used 2.86%
discount rafe, 5.00% inflation rate and 8.00% interest rafe for provision of severance
payment (31 December 2013 — discount rate: 3.78%, inflation rate: 6.21%, inferest
rate: 10.22%).

Taxation

The Bank is subject to taxation in accordance with the tax procedures and the
legislation effective in Turkey.

In Turkey, corporate fax rafe is 20%. The fax legislation provides for a temporary tax
of 20% to be calculated and paid based on eamnings generated for each quarter.
The amounts which are calculated and paid are offset against the final corporate tax

licbility for the year.

Corporate fax losses can be carried forward for a maximum period of five years
following the year in which the losses were incurred. The tax authorities can inspect
fax returns and the related accounting records for a refrospective moximum period of
five years. Corporate tax returns are required to be filed by the twentyifth day of the
fourTK month following the yearend balance sheet date and taxes must be paid in one
instalment by the end of the fourth month.
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Taxation (continued)
Income tax recognised in the income statement

The components of income tax expense as stated below:

Current tax

Current income tax (4,346)

Deferred income / (expense) fax

Relating to origination and reversal of femporary differences 40 200

Income tax expense reported in the income statement (4,306) 200

Reconciliation of effective tax rate

Reconciliation between tax expense and the accounting profit multiplied by the
statutory income fox rate for the years ended 31 December 2014 is as follows:

Profit before income tax 20,173 316
Income fax using the domestic corporate tax rate 20% (4,035) (63)
Disallowable expenses (64) (80)
Other (207) 343
Total income tax expense in the profit or loss (4,306) 200

Movement of net deferred tax assets can be presented as follows:

Deferred tax assets / (licbility), net at 1 January (640) (2,115)
Prior year adjustment - 49
Deferred tax recognised in the profit or loss 40 200
Deferred income tax recognised in other comprehensive income (57) 1,226
Deferred tax assets/(liabilities), net at end of December (657) (640)
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Taxation (continued)
Deferred tax assets and liabilities
Deferred tax assets and liabilities are affributable to the following:

31 December 2013 31 December 2013

Assets Liabilities Net Assets Liabilities Net

Liability for employee benéfits 194 - 194 156 - 156
Valuation of available for sale - (1,155) (1,155) - (1,101) (1,101)
financial assets - 304 304 - 305 305
Other

194 (851)  (657) 156 (796)  (640)

Commitments and contingencies

In the normal course of business, the Bank enters into a number of contractual
commitments on behalf of its customers and is a party to financial instruments with
offbalance sheet risk to meet the financing needs of its customers. These contractual
commitments consist of commitments to extend credit, commercial letters of credit

and standby letters of credit and guarantees. Commitments to extend credit are
agreements fo lend to a customer as long as there is no violation of the conditions
established in the contract. Commercial letters of credit ensure payment by a bank

to a third party for a customer’s foreign or domestic frade transactions, generally to
finance a commercial contract for the shipment of goods. Standby letters of credit and
financial guarantees are conditional commitments issued by the Bank to guarantee
the performance of a custfomer fo a third party. All of these arrangements are related
fo the normal lending activities of the Bank. The Bank's exposure to credit loss in the
event of non-performance by the other party fo the financial instrument for commitments
fo extend credit and commercial and standby letters of credit is represented by the
confractual notional amount of those instruments. The Bank uses the same credit
policies in making commitments and conditional obligations as it does for on-balance-
sheet instruments.

As at 31 December 2014; commitments and contingencies comprised the following:

31 December 31 December

2014 2013
letters of guarantee 300,991 368,319
Letters of credit 5,084 6,126
Bank acceptance 2,150 -
Other commitments 236 220
Total 308,461 375,665
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Commitments and contingencies (continued)

As at 31 December 2014; derivative financial instruments are comprised the
following. This table shows the fair values of derivative financial liabilities.

31 December 2014 31 December 2013

Notional Notional

amount in amount in

Fair Turkish Lira Turkish Lira

value equivalent equivalent

Derivative financial licbilities - held for trading 2,211 763,140 79 106,421
2,211 763,140 79 106,421

Share capital and reserves

Share capital

As at 31 December 2014 and 31 December 2013, the composition of shareholders

and their respective percentage of ownership are summarised as follows:

2014
Amount Amount
Nurol Holding A.S. 35,169 78 35,169 78
Nurol insaat ve Tic. A.S. 7,180 16 7,180 16
Nurol Otelcilik ve Turizm i§|etmeci|igi AS. 395 ] 395 1
Others 2,256 5 2,256 5
Total 45,000 45,000

As at 31 December 2014 and 31 December 2013, the authorised share capital
comprised of 45,000 ordinary shares having a par value of TL full 1,000. All issued
shares are paid.

In accordance with the resolution of Board of Directors dated 4 March 2008,
adjustment to share capital was offset against the accumulated loss.

Legal reserves

The legal reserves consist of first and second legal reserves in accordance with the
Turkish Commercial Code. The first legal reserve is appropriated out of the statutory
profits af the rate of 5%, until the total reserve reaches a maximum of 20% of the
enﬂg/s share capital. The second legal reserve is appropriated at the rate of 10% of
all distributions in excess of 5% of the enfity’s share capital. The first and second legal
reserves are not available for distribution unless they exceed 50% of the share capifal,
but may be used to absorb losses in the event that the general reserve is exhausted.

As at 31 December 2014, the Bank's legal reserves amounted to TL 1,151 Thousand
(31 December 2013 =TL 1,151 Thousand).
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Share capital and reserves (continued)

Available-for-sale reserve

The availableforsale reserve includes the cumulative net change in the fair value of
availablefor-sale available for sale investments untfil the investment is derecognised or

impaired.

Movement in availableforsale reserve is as follows:

At 31 December 2013 21,950
Change in fair value of availableforsale financial assets (net of tax| (67)
At 31 December 2014 21,883

19. Net interest income

1 January- 1 January-

31 December 31 December
2014

Interest income

Lloans and advances to customers 51,962 25,801
Deposits with banks and other financial institutions 1,940 871
Held for trading and available for sale investments 3,348 3,251
Financial leases 2,684 1,591
Other 1,191 986
61,125 32,500
Interest expense
Funds borrowed 3,425 4,619
Debt securities issued 19,747 10,341
Interbank funds borrowed 4,843 3,306
28,015 18,266
Net interest income 33,110 14,234
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20. Net fee and commission income

21.

1 January- 1 January-

31 December 31 December
2014 2013

Fee and commission income

Non-cash loans 4,546 2,655
Other 7,164 2,312
Total fee and commission income 11,710 4,967

Fee and commission expense

Non-cash loans 678 720
Other 1,333 1,060
Total fee and commission expense 2,011 1,780
Net fee and commission income 9,699 3,187

Net trading income / (loss)

1 January- 1 January-

31 December 31 December

2014 2013

Gain / (loss) on foreign exchange rate fluctuations (11,932) 3,475
Gain / (loss) from securities 1,386 (1,914)
Gain / (loss) on derivatives 5,092 (1,935)
Total (5,454) (374)

22. Other operating income

1 January- 1 January-

31 December 31 December

2014 2013

Communication income 166 59
Other 1,339 598
Total 1,505 657
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Personnel expenses

1 January- 1 January-

31 December 31 December

2014 2013

Wiages and salaries 6,536 7,101
Compulsory social security obligations 507 663
Other fringe benefits - 278
Other benefits 894 878
Total 7,937 8,920

24. Administrative expenses

1 January- 1 January-

31 December 31 December

2014 2013

Nourol Holding recharges 3,119 2,318
Rent expenses 871 846
Telecommunication expenses 591 578
Audit and advisory expenses 400 321
Notary expenses 754 659
Computer expenses 711 733
Maintenance expenses 135 197
Transportation expenses 144 216
Taxes and duties expenses 293 250
Office supplies 16 8
Hosting expenses Q5 60
Advertising expenses 19 24
Other various administrative expenses 873 1,071
Total 8,021 7,281
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Financial risk management objectives and policies
a) Introduction and overview
The Bank has exposure fo the following risks from financial instruments:

® credit risk

* liquidity risk

* market risks

* operational risks

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

Risk management framework

The Bank’s risk approach is to achieve sound and sustainable low risk profile, through
the identification, the measurement and the monitoring of all types of risks inherent in
the nature of the business activities. The main principle of the Bank is to manage the

credit risk effectively and to eliminate the other types of risk by not carrying positions.

In the course of its normal operations, the Bank is exposed to a number of risks such
as credit risk, liquidity risk, market risk and operational risk. The Bank's risk policy can
be summarised as:

* well managing the credit risk through a high standardised credit risk management
¢ eliminating liquidity risk
* minimising market risk

In accordance with the Bank's general risk management strategy; the Bank aims to
eliminate and hedge its currency, inferest rafe and maturity positions that might create
liquidity or market risk to the Bank. Additionally, in order to minimise the market risk,
markefable securities portfolio is limited proportional to the total assets size.

Board of Directors is the highest authority o set all risk management guidelines, and
it is responsible for ensuring that the Bank implements all necessary risk management
fechniques in compliance with the related regulafory requirements in Turkey.

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

The Bank manages its exposure to all types of risks through the Asset and Liabili
Committee, comprising members of senior management, and a representative of main
shareholder.

In summary, in order not to be exposed to any liquidity, interest rate, market and
foreign currency risk, the Bank always keeps its funding structure in line with the asset
structure (in terms of currency, maturity and inferest rate] and hedges ifs positions
through various derivative fransactions. In addition to that, the Bank does nof take
any speculative positions on currency, interest rate and maturity that might create any
liquidity or market risk to the Bank.
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Financial risk management objectives and policies (continued)
b) Credit risk (continued)

Credit risk represents the risk arising from the counter party’s not fulfilling its
responsibilities stated in the agreement either partially or totally. Credit Risk
Management Committee is responsible for managing credit risk af the Bank.

Total amount of credits granted fo a group is subject o certain credit risk limits.
According to the decision taken by Tﬁe Board of Direcfors, the maximum amount of
the loan to be granted to a group (cash and non-cash) is limited with the calculation
of cerfain percentages of the shareholders' equity based on the rating of the group.
Furthermore, concentration risk is monitored on monthly basis in terms of industry,
rafing by risk group and customer.

The credibility of the debtors of the Bank is assessed periodically. Loan limits of the
loan customers are revised periodically in line with the Bank's procedures. The Bank
analyses the credibility of the loans within the framework of its loan policies and
obtains collaterals for loans and other receivables.

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

Credit risk by risk groups

Individual Corporate Leasing Factoring Total

31 December 2014

Performing loans 315 331,419 12,336 - 344,070
Lloans under close moniforing - - - - -
Non-performing loans 2 14,296 - - 14,298
317 345,715 12,336 - 358,368
Cross
Reserve for possible loan losses (2) (1,910 - - (1,912)
Total 315 343,805 12,336 - 356,456
31 December 2013
Performing loans 357 219,046 17,594 4,027 241,024
Loans under close moniforing - - - - -
Non-performing loans 2 554 - - 556
Gross 359 219,600 17,594 4,027 241,580
Reserve for possible loan losses (2) (388) - - (390)
Total 357 219,212 17,594 4,027 241,190
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Financial risk management objectives and policies (continued)
b) Credit risk (continued)

Exposure to credit risk

Loans and
advances
to customers

At 31 December 2014 2013

Carrying amount 194,263 77,826 241,190

Individually impaired

- Non-performing financial assets - - 14,298 556
Gross amount - - 14,298 556
Reserve for possible loan losses 8 - - (1,912 (390)
Carrying amount - - 12,386 166

Past due but not impaired

Carrying amount

Neither past due nor impaired 194,263 77,826 344,070 241,024

Carrying amount 194,263 77,826 344,070 241,024

Includes account with renegotiated terms

Carrying amount

Carrying amount (amortised cost) 4,8 194,263 77,826 356,456 241,190

Impaired loans and advances

Individually impaired loans are loans and advances for which the Bank determines
that there is objective evidence of impairment and it does not expect to collect all
principal and interest due according fo the contractual terms of the loan.

Past due but not impaired loans

Past due but not impaired loans are those for which contractual inferest or principal
payments are past due, but the Bank believes that impairment is not appropriate on
the basis of the level of security / collateral available and / or the stage of collection
of amounts owed fo the Bank.
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Financial risk management objectives and policies (continued)
b) Credit risk (continued)

Exposure to credit risk (continued)

Reserve for possible loan losses

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

The Bank establishes an allowance for impairment losses on assets carried at
amortised cost that represents its estimate of incurred losses in its loan portfolio.

Write-off policy

The Bank writes off a loan balance and any related allowances for impairment losses,
when Bank has a position such that the borrower can no longer pay the obligation, or
that proceeds from collateral will not sufficient to pay back the entire exposure.

Collateral policy

The Bank holds collateral against loans and advances to customers in the form

of mortgoge interests over property, other registered securities over assefs, and
guarantees. Estimates of fair value are based on the value of collateral assessed at the
fime of borrowing, and generally are not updated except when a loan is individually
assessed as impaired. Collateral generally is not held over due from banks, except
when securities are held as part of reverse repurchase and securities borrowing
activity.

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

31 December 31 December

Cash loans 2014 2013
Secured cash loans 236,678 131,053
Secured by cash collateral - -
Personal guarantees 173,679 88,145
Secured by mortgages 8,744 39
Secured by customer cheques & acfs 16,919 21,248
leasing 12,336 17,504
Factoring - 4,000
Non-secured cash loans 104,703 107,837
Accrued inferest income on loans 2,689 2,134
Total performing cash loans 344,070 241,024
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Financial risk management objectives and policies (continued)
b) Credit risk (continued)

Collateral policy (continued)

31 December 31 December

Non-cash loans!" 2014 2013
Secured non-cash loans 225,667 228,048
Personal guarantees 225,415 228,685
Secured by cash collateral 252 263
Secured by customer cheques & acts - -
Non-secured non cash loans 75,324 140,371
Total non-cash loans 300,991 369,319

(1)Other commitments, letters of credit and bank acceptances are not included.

Segment concentration

The Bank monitors concentrations of credit risk by sector and by geographic location.
An analysis of concentrations of credit risk from due from banks and loans and
advances fo cusfomers at the reporting date is shown below:

Due Loans and

from advances

banks to customers

2014 2013 2014 2013

Banks 194,263 77,826 - -
Manufacturing - - 67,168 23,601
Mining - - - -
Production - - 67,168 23,601
Natural resources - -
Construction 51,883 36,646
Services 169,723 149,685
Wholesale and retail trade 126,274 58,124
Hotel, food and beverage services 10,756 12,636
Financial institutions 3,198 11,595
Educational services - -
Communication expenses 4,185 3,822
Health and social services 1,345 194
Renting Service 23,965 63,314
Other 55,296 31,092
Non-performing loans, net 12,386 166

Total

194,263 77,826 356,456

241,190
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Financial risk management objectives and policies (continued)
b) Credit risk (continued)

Concentration risk by location

Loans and
advances

to customers

2014 2013
Turkey 187,709 76,198 274,589 219,591
Europe 361 535 - -
Other 6,193 1,093 81,867 21,599

4,8 194,263 77,826 356,456 241,190

Held for trading investments

At 31 December 2014, the Bank has held for trading investments amounting fo TL
5,136 Thousand (31 December 2013-TL 7,186 Thousand). An analysis of the
credit quality of the maximum credit exposure is as follows:

Note 2014 2013
Government bonds and treasury bills 6 5,136 7,168
Fair value and carrying amount 5136 7,168

c) Liquidity risk

Liquidity risk is the risk that the Bank will encounter difficulty in meeting obligations
associated with its financial liabilities that are settled by delivering cash or another
financial asset.

Liquidity risk is a substantial risk in the Turkish market, which exhibits significant
volafility.
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Financial risk management objectives and policies (continued)
c) Liquidity risk (continued)
Management of liquidity risk

In order to manage this risk, the Bank measures and manages its cash flow
commitments on a daily basis and maintains liquid assets, which it judges sufficient to
meet its commitments.

The calculation method used to measure the banks compliance with the liquidity limit
is set by Banking Regulatory and Supervision Agency (“BRSA"). In November 20006,
BRSA issued a new communiqué on the measurement of liquidity adequacy of the
banks. This new legislation requires the banks to meet 80% liquidity rafio of foreign
currency ossefs/|io%i|ities and 100% |iquidii\( ratio of total assets/liabilities boseg on
arithmefic average computations on a weekly and monthly basis effective from 1 June

2007. The Bank's liquidity ratios in 2014 and 2013 are as follows:

First maturity Secondmaturity
bracket (weekly) bracket (monthly)

Foreign Total Foreign Total
currency (%) (%) currency (%) (%)

2014 average 159 210 Q9 129
2013 average 204 203 151 157

As at 31 December 2014 and 31 December 2013, the following table provides the

contractual maturities of the Bank's financial liabilities.

31 December 2014

Carrying Contractual 6month 61012 1t02 2to5 More than
amount cashflows orless months years years 5 years

Funds borrowed 119,332 130,697 130,686 - - 11
Debt securities issued 204,629 206,897 176,616 30,281 -

323,961 337,594 307,302 30,281 - 11

31 December 2014

Carrying Contractual 6month 61012 1to2 More than

amount cashflows orless months years 5 years
Funds borrowed 238,126 242,989 239,598 3,379 - 12
Debt securities issued 102,308 111,748 5,874 5,874 100,000 -

340,434 354,737 245472 9,253 100,000 12
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Financial risk management objectives and policies (continued)
c) Liquidity risk (continued)
Exposure to liquidity risk

The calculation method used to measure the Bank’s compliance with the liquidity limit
is set by BRSA.

Maturity analysis of monetary assets and liabilities according to their remaining
maturities is presented below:

31 December 1-3 3-12 Over 5 Unidentified

2014 months months years maturity

Cash and cash equivalents 8,076 186,825 - - - - - 194,901
Reserve deposits af Ceniral Bank - 17,491 - 17491
Held for trading invesiments - - 5,136 - - - - 5136
Available for sale investments - 2,063 238 5293 20,763 - 30,398 58,755
Loans and advances fo customers - 59528 21909 73,695 174493 18,760 8,071 356,456
Other assets 1,371 2,510 - - - 1,007 5,788
Total assets 9,447 268,417 27,283 78,988 195,256 18,760 40,376 638,527
Funds borrowed - 100,951 18,381 - 119,332
Debt securities issued - 135932 38661 30,036 - - - 204,629
Derivative financial instruments - 2,211 - - - 2,211
Other liabilities 18,303 107,806 75696 1,893 2,513 - 106,144 312,355
Total liabilities 18,303 346900 132,738 319290 2513 - 106,144 638,527
Liquidity gap (8,856) (78,483) (105,455) 47,059 192,743 18,760 (65,768) -
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25. Financial risk management objectives and policies (continued)

c) Liquidity risk (continued)

Less
than
one 1-3 3-12 Over 5 Unidentified
Demand month months months years maturity
Cash and cash equivalents 5,365 76,026 - - - - - 81,391
Reserve deposits af Central Bank - 6013 - - 6013
Held for trading invesiments - 161 - 7025 - 7,186
Availoble for sale investments - - 2,061 46742 7994 - 25776 82573
Loans and advances to custormers - 35816 55124 82,700 63557 3,827 166 241,190
Other assets - 179 359 1614 12402 1,178 4,822 20,554
Total assets 5,365 118,195 57,544 138,081 83,953 5,005 30,764 438,907
Funds borrowed - 189034 24,034 25047 - 11 - 238,126
Debt securities issued - - - - 102,308 - - 102,308
Derivative financial instruments 1,593 2,533 1,251 - 03,017 98,394
Other licbilities - 79 - - - - - 79
Total licbilities 1,593 191,646 25285 25047 102,308 11 93,017 438,907
Liquidity gap 3,772 (73,451) 32,259 113,034 (18,355) 4,994 (62,253)
d) Market risk

Market risk is the risk that changes in market prices such as inferest rate, equity prices,
foreign exchange rates and credit spreads will affect the Bank’s income or the value
of its holdings of financial instruments.

The Board of Directors of the Bank defermines the risk limits for primary risks carried
by the Bank and pericdically revises these limits. For the purpose of hedging market
risk, the Bank primarily aims o balance the foreign currency position, collateralise the
loans and manage liquidity.
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Financial risk management objectives and policies (continued)
d) Market risk (continued)

The market risk arising from frading portfolio is monitored, measured and reported
using Standardised Approach fo the legal legislation. The monthly market risk report
and the weekly currency risk reports prepared using Standardised Approach are
reported to BRSA. The Bank's value at market risks as at 31 December 2014 and
31 December 2013 calculated as per the statutory financial statfements prepared
for BRSA reporting purposes within the scope of “Regulation on Measurement and
Assessment of Capital Adequacy Ratios of Banks” published in Official Gazette no.
28337 dated 28 June 2012, are as follows:

2014 2013

Average Highest Lowest Average Highest Lowest

Interest rate risk 222 614 - 34 161

Equity price risk - - - - - -
Currency risk 563 1,289 126 370 819 124
Counter party risk 343 760 2 9 26 -
Total value-at-risk 1,128 2,663 128 413 1,006 124

Currency risk

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

Position limit of the Bank related with currency risk is determined according fo Foreign
Currency Net Position Standard ratio defermined by BRSA.
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25. Financial risk management obijectives and policies (continued)

d) Market risk (continued)

The concentrations of assets, liabilities and off balance sheet items are as follows:

usbD Euro JPY Others Total
2014
Assets
Cash and cash equivalents 39,808 7.533 - 141 47,482
Reserve deposits at Central Bank 9,875 - - - 9,875
Loans and advances o customers 27,123 33,431 - - 60,554
Available for sale investments - - - - -
Other assets - - - -
Total assets 76,806 40,964 - 141 117,911
Liabilities
Funds borrowed 26,884 8,270 - - 35,154
Other lidbilities 180,585 30 - 111 180,726
Total liabilities 207,469 8,300 111 215,880
Gross exposure (130,663) 32,664 - 30 (97,969)
Off-balance sheet position
Net notional amount of derivatives 131,742  (32,765) - - 08,977
Net exposure 1,079 (101) - 30 1,008
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Financial risk management objectives and policies (continued)
d) Market risk (continued)

Currency risk (continued)

usbD Euro JPY Others Total
2013
Assets
Cash and cash equivalents 1,194 394 24 211 1,823
Reserve deposits at Central Bank 6,013 - - - 6,013
Loans and advances to customers 23,041 34,303 - - 57,344
Available for sale investments - - - - -
Other assets Q9,773 - - - Q9,773
Total assets 40,021 34,697 24 211 74,953
Liabilities
Funds borrowed 52,018 35,310 - - 87,328
Other liabilities 375 347 - 24 746
Total liabilities 52,393 35,657 - 24 88,074
Gross exposure (12,372) (960) 24 187  (13,121)
Off-balance sheet position
Net notional amount of derivatives 24,114 (9,099) - - 15,015
Net exposure 11,742 (10,059) 24 187 1,894

Sensitivity analysis

A 10 percent weakening of TL against the foreign currencies at 31 December 2014
and 31 December 2013 would have effect on the equity and profit or loss by the
amounts shown below. This analysis assumes that all other variables, in particular
interest rates, remain constant. The analysis is performed on the same basis for 201 3.

2014 Equity Profit or loss
EUR (10) (10)
usb 108 108
Other currencies 3 3

101 101
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Financial risk management objectives and policies (continued)
d) Market risk (continued)

Sensitivity analysis (continued)

2013 Equity Profit or loss
EUR (1,000) (1,000)
usb 1,174 1,174
Other currencies 21 21

189 189

A 10 percent strengthening of the TL against the foreign currencies at 31 December
2014 and 31 December 2013 would have had the equal but opposite effect on the
above currencies to the amounts shown above, on the basis that all other variables
remain constant.

Interest rate risk

Inferest rafe risk that would arise from the changes in inferest rafes depending on the
Bank’s position is managed by the Asset and Liability Committee of the Bank.

Inferest rafe sensitivity of assets, liabilities and off balance sheet items is analysed by
fop management in the Asset and Liability Committee meetings held every week by
taking the market developments into consideration.

The Management of the Bank follows the interest rates in the market on a daily basis
and revises inferest rafes of the Bank when necessary.
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Financial risk management objectives and policies (continued)
d) Market risk (continued)
Interest rate risk (continued)

The following table indicates the periods in which financial assets and liabilities

reprice as of 31 December 2014 and 31 December 201 3:

Less
than Non

31 December one 1-3 3-12 interest
2014 month months months bearing

As at 31 December 2014

Assets

Cash and cash equivalents 186,825 - - - - 8,076 194,901
Reserve deposits at Central Bank - - - - - 17491 17,491
Held for trading investments - 5,136 - - - 5136
Available for sale investments 3,693 18,111 2,518 4,035 - 30,398 58,755
Loans and advances to customers 60,063 22,842 76,651 170069 18,760 8,071 356,456
Other - - - - - 5,788 5,788
Total assets 250,581 46,089 79,169 174,104 18,760 69,824 638,527
Liabilities

Funds borrowed 100,951 18,381 - - 119,332
Debt securities issued 135,932 38,601 30,036 - 204,629
Current account of loans customers - - - - 13,133 13,133
Other 110,017 75696 1,893 2513 - 111,314 301,433
Total liabilities 346,900 132,738 31,929 2,513 - 124,447 638,527

On balance sheet interest sensitivity gap ~ (26,319)  (86,649) 47,240 171,591 18,760 (54,623
Off balance sheet inferest sensitivity gap - - - . B .

Total inferest sensitivity gap (96,319) (86,649) 47,240 171,591 18,760 (54,623)
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Financial risk management objectives and policies (continued)
d) Market risk (continued)

Interest rate risk (continued)

Less
than Non

31 December one 1-3 interest
2014 month months bearing

As at 31 December 2013

Assets

Cash and cash equivalents 76,026 - - - - 5365 81,391
Reserve deposits at Central Bank - - - 6013 6,013
Held for trading investments - 161 7025 - 7,186
Available for sale investments - 2,061 46,742 7,994 - 25776 82573
Lloans and advances to customers 35,825 5 137,810 63,557 3,827 166 241,190
Other 179 359 1,614 12,402 1,178 4822 20554
Total assets 112,030 2,586 193,191 83,953 5,005 42,142 438,907
Liabilities

Funds borrowed 189,034 24034 25047 - 11 - 238,126
Debt securities issued 102,308 - - - - - 102,308
Current account of loans customers - - - - - 1,593 1,593
Other 2,612 1,251 - - 93017 96,880
Total liabilities 293,954 25,285 25,047 - 11 94,610 438,907

On balance sheet inferest sensifivity gap - (181,924) (22,699 168,144 83,953 4004 (52,468)

Off balance sheet inferest sensitivity gop

Total interest sensitivity gap (181,924) (22,699) 168,144 83,953 4,994 (52,468)
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Financial risk management objectives and policies (continued)
d) Market risk (continued)
Exposure to interest rate risk sensitivit

The sensitivity of the income sfatement is the effect of the assumed changes in inferest
rates on the net inferest income based on the floating rate nonrading financial

assefs and financial licbilities and trading financial assefs and liabilities held af 31
December 2014 and 31 December 2013. The sensitivity of equity is calculated by
revaluing available for sale financial assets af 31 December 2014 and 31 December
2013 for the effects of the assumed changes in inferest rates. This analysis assumes
that all other variables, in particular foreign currency rates, remain constant.

Profit or loss Equity

100bp 100bp 100bp 100 bp
increuse decrease increase decrease

Financial assets designated at fair value through profit or loss
Available for sale financial assefs

(2,073) 2,073 [2,073) 2,073

Floating rate financial assets

Total, net (2,073) 2,073 (2,073) 2,073

Profit or loss Equity

100bp 100bp 100bp 100 bp
increase decrease increase decrease

Financial assets designated at fair value through profit or loss -
Available for sale financial assets - - (50) 50
Floating rate financial assets -

Total, net - - (50) 50
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Financial risk management objectives and policies (continued)
d) Market risk (continued)

Interest rate risk (continued)

Summary of average interest rates

As at 31 December 2014 and 31 December 2013, the summary of average interest
rafes for different assets and licbilities are as follows:

31 December2013 31 December2013

Euro USD TL Euro USD

Assets

Cash and balances with the Central Bank - - - - - -
Due from banks 020 0.30 1075 0.33 0.33 8.05
Held for trading investments - - - - - -
Placementsat money markets - - 11.23 - - 7.75

Available for sale financial assets - - 17.00 - - 996
Lloans and advances fo customers 703 973 14.66 6.30 650 13.31
Other asset - 6.00 - - 6.00 -
Liabilities

Other money market deposits - - 10.21 - - 5.6
Funds borrowed 103 200 11.23 1.60 292 3.29
Debt securities issued - - 10.49 - - 11.78
Funds from other financial institutions 0.60 041 Q.60 118 1.23 7.24

e) Operational risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of
causes associated with the Bank's processes, personnel, technology and infrastructure,
and from external factors other than credit, market and liquidity risks such as those
arising from legal and regulatory requirements and generally accepted standards of
corporate behaviour. Operational risks arise from all of the Bank’s operations and are
faced by all business entities.

The operational risk items in the Bank are determined in accordance with the
definition of operational risk by considering the whole processes, products and
departments. The control areas are set for operational risks within the Bank and all
operational risks are followed by assigning the risks fo these control areas. In this
confext, appropriate monitoring methodology is developed for each control area that
covers all operational risks and control frequencies are determined.
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Financial risk management objectives and policies (continued)
e) Operational risk (continued)

The Bank calculated the value af operational risk in accordance with the
“"Computation of Value of Operational Risk” of the circular, “Regulation Regarding
Measurement and Assessment of Capital Adequacy Ratios of Banks” published in the
Official Gazette dated 1 November 20006, using gross profit of the last three years,
2011, 2012 and 2013. The amount calculated as TL 24,188 as at 31 December
2014 (31 December 2013 = TL 20,713 represents the operational risk that the

Bank may expose and the amount of minimum copifo| requirement to eliminate this

risk.
f) Capital management

BRSA, the regulator body of the banking industry, sets and monitors capital
requirements for the Bank. In implementing current capital requirements, BRSA requires
the banks to maintain a prescribed ratio of minimum 8% of total capital to total risk-
weighted assefs.

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

® Tier 1 capital, capital is composed of the total amount of paid up capital, legal,
voluntary and exira reserves, profits for the period affer tax provisions and profits for
previous years. The fofal amount of banks’ losses for the period and losses for previous
years is taken info account as a deduction item, in the calculation of Tier 1 capital.

e Tier 2 capital, is composed of the total amount of general provisions for credits,
fixed assets revaluation fund, revaluation of availablefor-sale financial assets

and equity investments, subordinated loans received, free reserves set aside for
contingencies and the fund for increase in the value of securities.

Risk-weighted assefs are determined according to specified requirements that seek o
reflect the varying levels of risk attached to assets and oftbalance sheet exposures.
Operational risk capital requirement is calculated using Basic Indicator Approach and
included in the capital adequacy calculations.

The Bank's policy is fo maintain a strong capital base so as to maintain investor,
creditor and market confidence and to sustain future development of the business.
The Bank and its individually regulated operations have complied with externally
imposed capital requirements throughout the period.

There have been no material changes in the Bank’s management of capital during the
period.
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Financial risk management objectives and policies (continued)
f) Capital management (continued)

The Bank's capital position af 31 December 2014 and 31 December 2013 is as follows:

Amount subject to credit risk {I) 552,350 479,950
Amount subject to market risk (ll) 20,713 3,988
Amount subject to operational risk (IIl} 24,188 20,713

Total risk-weighted assets and value at market risk and operafional risk (IV) = (I+l+l) 597,251 504,651

Shareholders' equity:

Tier 1 capital 96,168 58,191
Tier 2 capital 4,654 13,485
Total regulatory capital 100,822 71,676
Capital adequacy ratio 16.88% 14.20%

g) Fair values

The determination of fair values of financial assets and financial liabilities is based

on quoted market prices or dealer price quotations for financial instruments traded

in active markefs or valuation techniques. However, the Bank expects no significant
difference between the fair value and carrying value of the financial instruments below
since their maturities are shortterm.

The table below sets out the Bank's classification of each class of financial assets and
liabilities and their fair values.

Other Total

Loans and Availablefor amortised carrying

Notes Trading receivables sale cost amount

2014
Cash and cash equivalents 4 194,901 - - - 194,901 194,901
Reserve deposits at Central Bank 5 17,491 - - 17491 17,491
Held for trading investments 6 5136 - 5136 5136
Available for sale investments 7 - 58,755 - 58,755 58,755
loans and advances to customers? 8 356,456 - - 356,456 356,456
Other asset - - - 4,315 4,315 4,315

200,037 373947 58,755 4,315 637,054 637,054
Funds borrowed? 12 - - - 119332 119332 119,332
Debt securities issued 13 - - - 204,629 204,629 204,629
Current account of loan customers” 14 - - - 13,133 13,133 13,133

337094 337,094 337,094

(1) Included in other liabilities.
[2) The Bank management assumes that the fair values of the loans and funds borrowed approximate their carrying values since the
maijority of them are shortferm.
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25. Financial risk management objectives and policies (continued)

g) Fair values (continued)

Other Total

Loans and Avadilablefor amortised carrying

Notes Trading receivables sale cost amount

2013
Cash and cash equivalents 4 194,901 81,391 - - 81,391 81,391
Reserve deposits at Central Bank 5 - - 6,013 6,013
Held for trading invesiments 6 5136 7,186 - 7,186 7,186
Available for sale investments 7 82,573 - 82573 82,573
loans and advances to custfomers? 8 241,190 241,190
Other asset - - 15,731 15,731 15,731

200,037 88,577 82,573 15,731 434,084 434,084
Funds borrowed? 12 - - - 238,126 238,126 238,126
Debt securities issued 13 - - - 102,308 102,308 102,308
Current account of loan customers” 14 - - - 1,593 1,593 1,593

342,027 342,027 342,027

(1) Included in other liabilities.
[2) The Bank management assumes that the fair values of the loans and funds borrowed approximate their carrying values since the
maijorify of them are shortferm.

Loans and advances to customers

loans and advances to customers are net of provisions for impairment. The estimated
fair value of loans and advances to customers represents the discounted amount

of estimated future cash flows expected to be received. Expected cash flows are
discounted at current market rates fo determine fair value.

Fair values of remaining financial assets and licbilities carried af cost, including
cash and cash equivalents, reserve deposits at Central Bank, current account of
loan customers and funds borrowed are considered fo approximate their respective
carrying values due fo their shortterm nature.

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

Level 1: Quoted market price (unadjusted) in an active market for identical instrument.

Level 2: Valuation techniques based on observable inputs, either directly (i.e., as
prices) or indirectly i.e., derived from prices). This category includes instruments using
valuation techniques where all significant inputs are directly or indirectly observable
from market data.
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Financial risk management objectives and policies (continued)
g) Fair values (continued)
Loans and advances to customers (continued)

Level 3: Valuation techniques using significant unobservable inputs. This category
includes all instruments where the valuation technique includes inputs not based
on observable data and the unobservable inputs have a significant effect on the
instrument’s valuation.

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

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

The Bank uses widely recognised valuation models for determining the fair value of
common and more simple financial instruments, like forwards and currency swaps,
that use only observable market data and require little management judgement and
estimation. Observable prices and model inputs are usually available in the market
for listed debt securities. Availability of observable market prices and model inputs
reduces the need for management judgement and estimation and also reduces the
uncerfainty associated with defermination of fair values. Availability of observable
market prices and inputs varies depending on the products and markets and is prone
fo changes based on specific events and general conditions in the financial markets.
This table below analyses financial instruments measured at fair value at the end of
the reporting period, by the level in the fair value hierarchy into which the fair value
measurement is categorised:

2014 Note Levell Level2 Level3 Total
Held for trading investments - 5,136 - 5,136
Available for sale investments 6 58,595 - - 58,595
Derivative financial licbilities held for trading 7 - (2,211) - (2,217)

58,595 2,925 - 61,520
2013 Note Levell Level2 Level3 Total
Held for trading investments 7,025 161 - 7,186
Available for sale investments 6 82,573 - - 82,573
Derivative financial liabilities held for trading 7 - (79) - (79)

89,598 82 - 89,680
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Related parties

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

In the course of conducting its banking business, the Bank conducted various
business fransactions with related parties. These include loans, customer accounts,
funds borrowed and non-cash fransactions. These are all commercial transactions
and realised on an armslength basis. The volumes of related party transactions,
outstanding balances at yearend and relating expense and income for the year are
as follows:

Percentage of
the financial

statement

Balance amount (%)

Cash loans 24,651 7%
Non-cash loans 134,406 44%
Funds borrowed / Current accounts of loan customers 20,742 45%

Percentage of
the financial

statement

amount (%)

Cash loans 118,185 54%
Non-cash loans 217,227 58%
Funds borrowed / Current accounts of loan customers 36,416 15%

As at 31 December 2014, no provisions have been recognised in respect of loans
given to related parties (2013 — none).

Inferest and commission income from related parties for the period ended 31
December 2014 amount to TL 21,948 for cash loans and TL 161 for non-cash loans
(2013: TL 2,912 for cash loans and TL 118 for non-cash loans).

Compensation of key management personnel of the Bank
The executive and non-executive member of Board of Directors and management
received remuneration and fees amounted to TL 3,672 comprising salaries and other

benefits (2013: TL 4,032 ).

Events after balance sheet date
None.
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