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Corporate Governance Principles

Compliance Report

SECTION | - STATEMENT OF COMPLIANCE
WITH CORPORATE GOVERNANCE
PRINCIPLES

With the awareness of the importance of
corporate governance practices as well as
financial performance, PASHA Bank improves

its inner workings to establish an effective,
adequate and consistent corporate structure
with regard to the"Bylaw on the Corporate
Governance Principles for Banks" issued by the
Banking Regulation and Supervision Agency
("BRSA"). On the other hand, it has been working
voluntarily to ensure maximum compliance with
the Corporate Governance Principles contained
in the attachment to the"Corporate Governance
Communiqué” no. 171 that was published by the
Capital Markets Board ("CMB"), and continues to
strengthen corporate governance mechanismsin
this endeavor.

PASHA Bank believes that the existence

of independent members in the Board of
Directors as part of the Corporate Governance
Principles will contribute to the development
and strengthening of the Bank's activities,
and the establishment of a more professional
management approach.

PASHA Bank's determination to implement
corporate governance principles, and its
willingness to manage this process dynamically
and continuously, were confirmed in 2017 by
SAHA Kurumsal Yonetim ve Kredi Derecelendirme
HizmetleriA.S., an independent rating agency;
and therating that had been assigned was
revised and upgraded in June 2017t0 9.28 (0n a
scale of 1110).

The revised note of the Corporate Governance
Rating is posted on the Bank's corporate website
at www.pashabank.com.tr. PASHA Bank has
continued to expand the contents of its corporate
website in order to inform its stakeholders about
the Bank's activities.

The differences arising between the CMB's
Corporate Governance Principles and the
practices by the Bank were included in the report
under the relevant subject headings.

PASHA Bank complied in the 2017 operating
period with the“Corporate Governance Principles”
published by the CMB with the exception of

certain principles provided below that were not
required to be implemented. There is no conflict
of interest stemming from the matters outlined
below that were not implemented.

e Regarding Principle no.1.5.2.: Minority rights
have not been recognized by the Articles of
Association for those who hold less than one-
twentieth of the capital.

e Regarding Principle no. 4.2.8.: The limit of the
directors’and officers'liability insurance does
not exceed 25% of the paid-up capital of the
Bank, and no explanation has been made in
this regard at the PDP.

* Regarding Principle no. 4.3.9.: There is not yet
a targetrate and target time determined for
the ratio of female members in the Board of
Directors. There were two female members
on the Bank's Board of Directors in 2017.

* Regarding Principle 4.5.3.: The chairs of all
the committees established pursuant to
corporate governance principles, have not
been elected from among the independent
board members. However, the chairs of all
the committees are composed of our non-
executive board members. The reason for
not electing chairs of the Risk Management
Committee and Human Resources and
Remuneration Committee from independent
board members is to enhance the synergy
for similar processes carried out before the
controlling shareholder group.

* Regarding Principle no. 4.5.5.: Assignment to
the Board of Directors’ committees is carried
outin line with the relevant legislation,
taking into consideration the accumulated
knowledge and experience of the members of
the Board of Directors and some members of
the Board of Directors are assigned to more
than one committee. However, members
assigned to more than one committee
ensure communication between committees
involved in related issues and increase
cooperation opportunities.

» Regarding Principle no. 4.6.5.: The fees and
other benefits provided to the members of
the Board of Directors and executive directors
are disclosed to the public through the annual
report. However, the disclosure made is for
the entire top management collectively, not
on an individual basis.

For more information, www.pashabank.com.tr
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SECTION Il - SHAREHOLDERS

2.1. Investor Relations Division

In order to meet the right of shareholders to
receive and review information, and to ensure the
protection and facilitate the use of shareholder
rights, the Investor Relations function was first
structured during the year, under the Financial
Institutions and Investor Relations Unit.

The duties and responsibilities of the Financial
Institutions and Investor Relations Department,
which maintains its activities under General
Manager H. Cenk Eynehan, are as follows:

1. Monitor international capital markets and
provide the necessary guidance to determine the
appropriate times for debenture issuances by
informing Senior Management, when necessary;

2. Interact with international rating agencies,
manage communications, and coordinate the
process;

3. Hold evaluation meetings by ensuring the
relevant coordination during the rating studies,
exercise controls and take the necessary
approvals during the reporting phase, and ensure
simultaneous public disclosure in communication
with the agency;

4. Prepare all kinds of information and documents
such as disclosures, reports, statements, etc.
that are requested or mandatory to be carried

out under investor relations, and transmit to
those concerned following approval by Senior
Management;

5. Prepare the necessary information and
presentations in terms of shareholders and
investor relations;

6. Post the disclosures required for the Public
Disclosure Platform on the PDP by informing the
Corporate Communication Department;

7. Prepare the Annual Report of the Bank by
coordinating the Financial Planning, Strategy
and Budget, Corporate Secretary, Sustainability
Management and other relevant departments,
ensure in coordination with the Corporate
Communication Department thatitisissued in
accordance with the bank's reputation and rules.

For more information, www.pashabank.com.tr

The activities listed below within the scope of
the Investor Relations function are fulfilled by
the Financial Institutions and Investor Relations,
Financial Planning, Strategy and Budget,
Corporate Secretary and Sustainability and the
Legal and Regulation Departments, by ensuring
the necessary coordination in compliance with
their job descriptions.

a) Ensuring that records relating to the
correspondence between the Bank and Investors,
and other information and documents, are kept
inan adeqguate, safe, and up-to-date manner,

b) Responding to written requests for information
from shareholders,

¢) Notifying and announcing to shareholders the
release of financial reports,

d) Preparing the documents required for
submission to shareholders for information

and review regarding the General Assembly
Meeting, and taking the measures to ensure
that the General Assembly Meeting is conducted
inaccordance with the relevant legislation,

the Articles of Association, and other internal
regulations of the Bank,

e) Supervising the fulfillment of any obligations
arising from capital market regulations, including
all matters relating to corporate governance and
public disclosure, and performing the necessary
announcements from the corporate website,

f) Presenting an annual report to the Board
of Directors at least once a year on Investor
Relations-related activities,

g) Executing the process for increasing the
capital,

h) Ensuring that necessary changes are made in
accordance with the relevant legislation in the
Articles of Association,

i) Supervising the Bank's compliance with
corporate governance practices, implementing
enhancements in this respect, and providing
suggestions to the Board.



Name Surname

Title

Telephone No.

E-mail Address
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License Certificate

Mustafa Duman

Manager, Financial

Institutions & Investor+9o 212 705 8912

Relations

mustafa.duman@
pashabank.com.tr

Capital Market Activities Level 3 License

Manager, Financial

yesim.caglar@

Capital Market Activities Level 3 License

Yesim Caglar Planning, Strategy ~ +90 212 705 8908 and Corporate Governance Rating
& Budget pashabank.com.tr Expertise License
Manager, Corporate
Secretary and serkan.halay@ . - .

M.Serkan Halay Sustainability +90 212705 8916 pashabank.com.tr Capital Market Activities Level 3 License
Management

Sinem Atahan Manager, Legal and +90 212705 8919 sinem.guven@ B

Guven

Regulation

pashabank.com.tr

The business units in question provide the
Financial Institutions and Investor Relations
Department with the necessary information and
support for material event and other disclosures
that must be made in the PDP.

The Financial Institutions and Investor Relations
Department manages the relationships with
corporate investors for the debt securities issued
by the Bank and the financial institutions for
correspondent relations, as well as credit-rating
agencies, and it has been in contact with the
relevant parties conducting research about the
Bank during the period.

The Financial Institutions and Investor Relations
Department responded to requests and
applications from qualified investors during the
period of the bond issuance conducted in 2017.

Thereport on the activities carried outin 2017
within the scope of the Communiqué was
presented to the Board of Directors in February
2018.

2.2. Exercise of Shareholders’' Right to Obtain
Information

Shareholders may transmit information requests
to the Bank’s staff, which hold administrative
responsibility in the management of the process
via the e-mail address yatirimci.iliskileri@
pashabank.com.tr.

The Articles of Association, shareholding
structure, financial reports and annual reports,
minutes and invitations of General Assembly
Meetings, and legal announcements, as well
as material event disclosures, information on
corporate governance practices that contain
information for the public, and corporate
information promoting the Bank are presented
on the Bank's website.

Inaddition, alink is provided to the Public
Disclosure Platform on the Bank's website.

Per the Bank's Corporate Governance Policy, all
shareholders have an equal right to information.

The provision of Article 33 of our Bank's Articles of
Association reads as,"Bank’s independent audit
will be conducted according to the pertinent
legislation, by the independent audit institutions
that are empowered to conduct an independent
audit of the bank. The audit institution which
will conduct such an audit will be selected by the
General Assembly! There is no provision regarding
any request for the assignment of any private
auditor. No request has been made during the
period regarding the appointment of a private
auditor.

2.3. General Meetings of Shareholders
Provisions that pertain to the General Assembly
areincluded in the"Articles of Association of

the Bank” (AoA) and in the"Internal Directive
Pertaining to the Working Principles and
Procedures of the General Assembly” which are
placed on the Bank's website and that are open to
the public.

The Annual General Meeting of Shareholders

of the Bank for the fiscal year 2016 was held
physically at the head office address on March 31,
2017.

In the matter of the quorum regarding the
annual and extraordinary meetings, the
provisions in Turkish Commercial Law apply,

as per the pertinent Article of the Articles of
Association. Shareholders owning 254.795.121

of the 255.000.000 shares were present at the
annual General Meeting of Shareholders, making
amajority at a ratio of 99.92%. No reporter from
any media group participated in the General
Assembly.

Invitation letters were sent to shareholders,
whose names are written on the share ledger,
three weeks before the date of the Annual
General Assembly and, in addition, invitation

For more information, www.pashabank.com.tr
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announcements for the meetings as well as the
agenda items and a sample copy of the power

of attorney were published in the Trade Registry
Gazette of Turkey as well as in a daily newspaper
thatis distributed nationwide in Turkey.
Invitations to the General Assembly were made by
the Board of Directors. Officials from the Banking
Regulation and Supervision Agency (BDDK) were
alsoinvited to the said meetings, along with

the shareholders. In addition to shareholders,
representatives of the official establishments
who are, according to the pertinent legislation,
empowered to attend the General Assembly may
participate in them.

Announcements of the invitation to the General
Assembly of the Bank were published in the Trade
Registry Gazette of Turkey (TTSG) 21 days before,
excluding the dates of the announcement and of
the meeting, as per the provisions of Article 414
of Turkish Commercial Code, in accordance with
the pertinent Article of the Articles of Association,
by observing the time limits in the legislation.
The announcement for the meeting was also
published on our website and in the Hirses
newspaper, and the day, place and agenda were
also posted to shareholders.

Furthermore, disclosures were made in the
Information Document prepared for the Ordinary
General Assembly Meeting of the fiscal year 2016
for the details of each General Meeting agenda
item, along with all disclosures, information, and
documents required by the legislation.

Our activity report has been made available
before the General Assembly, at the head office of
the Bank and on the website, for the information
of our shareholders and for them to review. There
isno deadline for the registration of holders

of the registered shares in the share ledger for
participation in the General Assembly.

The minutes of the General Meetings of
Shareholders of our Bank are available to
shareholders on the information society services
site of the Bank's webpage.

The shareholders of our Bank are entitled to
declare their opinions and ask questions about
any subject on the agenda, and there are no
limitations in this regard.

For more information, www.pashabank.com.tr

The shareholders did not make any request for
theinclusion of any items to the agenda of the
Annual General Meetings.

There is no provision in our Articles of Association
regarding voting on important motions such

as thesale, purchase, and lease of assets of
significantvalue, and the General Management
and the Board of Directors is empowered to effect
transactions within the set limits of the powers of
authority. The reason for the entrustment of such
power with the Board of Directors is to enable
timely decisions. However, the activity reports of
the Board of Directors, the balance sheet, income
and expenditure accounts, as well as the reports
that are prepared by the auditors, the selection

of the independent audit firm, recommendations
by the Board of Directors regarding distribution

of profit, assignments to the vacant seats of
Board members who leave before their term

ends, and aid and donations within the year,
must be submitted to the General Assembly forits
information, and are subject to release by it.

Donations of TL14.235 have been made during
the period, and the internal rules and regulations
about the policy on donations are enacted
according to the Corporate Governance Policy.

Casting of votes by proxies is permissible as
per the provisions of the Articles of Association
of the Bank. According to Article 26 of the
Articles of Association, shareholders may
themselves exercise their right to vote, or they
may be represented by other shareholders, by
a non-shareholder proxy they appoint, or by
the representative of the organ that would be
assigned as per Article 428 of Turkish Commercial
Code, by an independent representative or a
corporate representative.

The minutes of the General Assembly Meeting are
posted on the Bank's website under the Corporate
Governance page and on the e-COMPANY:
Company Information Portal through the
information society services page and announced
in the Turkish Trade Registry Gazette.

The Annual General Meeting of Shareholders of
the Bank for the year 2017 will be held on March
16, 2018 at the headquarters of the Bank.



2.4.Voting Rights and Minority Rights
In the Articles of Association, there is no preferred
voting right. There is no company with which the
Bank has a mutual participation relation.

There are no members of the Board of Directors
elected with their minority shares. Minority rights
have not been established by the Bank's Articles
of Association as less than one-twentieth of the
capital.

2.5. Dividend Right

The principles regarding profit distribution have
been laid out under the Corporate Governance
Policy. The general policy of the bank on profit
distribution makes it possible to distribute profits
to the extent allowed by the financial structure
of the Bank, the investments to be made, the
conditions within the industry, the economic
conditions, and relevant banking legislation.

After the legal reserve funds have been set

aside pursuant to Article 36 of the Articles of
Association, the General Assembly may decide
toallocate profit at a rate it determines from the
remaining profits to the members of the Board of
Directors and/or senior executives and the staff
of the Bank, exclusively at its own discretion and
in no way to constitute a vested right, subject to
obtaining the permits required by the legislation
on banks.

The Bank's profit distribution policy was
presented to shareholders at the Ordinary
General Assembly Meeting held in 2013, and
disclosed to the public via the website.

The Bank has not distributed profits, and it was
approved in the General Assembly Meeting dated
March 31, 2017 that the net profit for the year 2016
be leftin equity and offset against loss in prior
years.

2.6. Transfer of Shares

There is no provision that restricts the transfer of
share certificates in the Articles of Association of
our Bank.

The share certificates of the Bank may be
transferred freely and without prejudice, per

the provisions of the Banking Law, Turkish
Commercial Code and the Articles of Association.

PASHA Bank 2017 Annual Report

SECTION |l - PUBLIC DISCLOSURE AND
TRANSPARENCY

3.1. Company'’s Website and Its Content

The address of our Bank's corporate website is
“www.pashabank.com.tr”. The principles relating
to the use of the website organized in Turkish and
English are included in the Disclosure Policy and
the Procedure on Website Management.

Information for public disclosure is posted on
the Bank's corporate website in the"Investor
Relations”and“Corporate Governance” sections,
ina timely, accurate, complete and intelligible
manner.

The corporate website is designed and updated
toinclude information and data required by the
applicable legislation.

3.2. Annual Report

The Annual Report is prepared with as much
detail as possible to enable access to complete
and correct information, and to include the
information and data mentioned in the applicable
provisions of the pertinent legislation.

The Bank's annual report contains all the
information mentioned in the Corporate
Governance Principles; however, compensation
paid to the Board of Directors and senior
executives, and all other benefits provided, are
notincluded on a per person basis. Benefits
provided to directors are disclosed as a total
amount.

SECTION IV - STAKEHOLDERS

4.. Informing Stakeholders

All stakeholders are informed by the Bank
through annual activity reports, meetings,
press releases, electronic mail, the internet site,
and material event disclosures via the Public
Disclosure Platform, with the exception of
information considered to be confidential by the
Bank within the framework of the Banking Law,
Turkish Commercial Law, and CMB regulations.

The Bank’s Ethical Principles Regulation

delineates relations with stakeholders and
groups.

For more information, www.pashabank.com.tr
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Aninternal reporting system and an ethics
hotline have been established. These enable
direct contact with the Compliance Officer, who
reports directly to the Board of Directors via the
Audit Committee, in the case that our Bank and/
or employees face a risk that may be associated
with risk management or compliance.

The Compliance Officer has also established

the necessary internal control mechanisms so
that complaint notifications communicated by
customers to the Bank through different channels
are transferred to the related units, and any
corrective activities and determined actions are
followed up, as are the solution phases.

The Audit Committee is notified via the Internal
Control and Compliance Departments regarding
any transactions that have been reported

by stakeholders as non-compliant with the
legislation and ethically inappropriate.

4.2. Stakeholder Participation in
Management

A customer care lineand a complaints line are
available via the website for all stakeholders,
enabling them to e-mail any feedback,
suggestions, comments and complaints, as well
as requests forinformation.

Models, incentives and codes of practice
that support employee participation with
management are developed within the
framework of the"Human Resources Policy”.

Efforts that promote communication and
support team spiritamong employees are
initiated with the purpose of establishing
effective and productive relationships, and for
collaborative works.

Responsibilities are assigned in order to
effectively prevent and resolve conflicts of
interest, and the measures and control processes
intended to prevent these conflicts of interest are
implemented by the Bank within the framework
of the"Conflict of Interest Policy”. The Conflict of
Interest Policy was updated to comply with the
provisions of the Capital Markets regulation, and
approved by the Board Resolution dated October
22,2015, no. 88. No change has been made within
the period.

For more information, www.pashabank.com.tr

4.3. Human Resources Policy

The basic human resources policies of the Bank
are explicitly stated in the Human Resources
Policy document available to all employees
against their signature.

The Human Resources Policy includes, in addition
to the basic principles regarding personnel
policies, information on recruitment processes
and principles, performance management,
promotions, salaries, benefits, bonuses,
disciplinary provisions, and termination of
employment contracts.

The Human Resources Policy of the Bank is
determined by the Board of Directors, taking
the following principles into consideration. The
key elements of the Human Resources Policy of
PASHA Bank are:

a) To provide the qualified and competent
human resources needed in line with the Bank's
objectives and strategies and its corporate values,

b) To ensure that employees adopt the corporate
culture and corporate values, and comply with
ethical principles,

¢) To ensure through effective performance
management system that the staff performs
efficiently,

d) To create a learning organization in line with
the Bank's strategy, business objectives and
mission by supporting the professional and
personal development of all staff,

e) To reinforce the corporate culture by
developing Bank staff for managerial positions,

f) To contribute to the enhancement of the Bank's
achievements by rewarding high performance,

g) To provide opportunities for career
development by prioritizing existing staff in the
case of vacancies,

h) To increase employee commitment by
implementing an open and transparent Human
Resources Management System,



i) To ensure continuous improvement by taking
into account all requests, complaints and
suggestions from employees,

j) To create an effective and motivated
organization by ensuring employee satisfaction,

k) To compensate employees according to current
conditions and aligned with the market and the
Bank's budget,

[)To increase commitment to the organization,

m) To ensure that the common goals of the Bank
are adopted by all employees,

n) To provide the staff with a safe, healthy and
adequate work environment that encourages
creative thinking and generating new ideas.

PASHA Bank's recruitment process is based on the
principle of hiring qualified human resources with
high potential in line with the bank’s objectives
and strategies and its corporate values and
competencies. This process begins by clearly
defining the tasks and responsibilities required
foreach position, as well as the necessary
qualifications and competencies.

The Human Resources and Administrative Affairs
Department works in coordination with other
units in line with the objectives of the Bank, and
aims at selecting the most suitable candidate

for the job by reaching the right target group for
the relevant position in the recruitment phase.

In addition, qualified candidates are suitable
fortheinstitutional culture; believe in open
communication and continuous improvement;
support team work; are customer-and results-
oriented; and possess the education, experience,
and foreign language skills required for the
position. The process is completed by evaluating
the applicant’s suitability regarding such

criteria, as well as their compatibility with the
institutional culture and their enthusiasm for the
work and the institution.

Job applications are submitted via the e-mail
address ik@pashabank.com.tr, and through the
contracted human resources portals; positions
forwhich there are recruitment needs are
announced through these channels as well and,
when necessary, consulting firms are engaged. At

PASHA Bank 2017 Annual Report

PASHA Bank, the average age of our employees

is 38; 50% of our employees are female, and 93%
have a University degree, while 27% hold graduate
and doctoral degrees. The average working period
of our employees is15 years.

The duties and responsibilities of all Bank
employees have been defined in a clear and
transparent manner in job descriptions. The
Bank's organizational structure, employees’
job descriptions, and policies and procedures
containing performance and bonus criteria are
posted via the intranet site, which is the Bank's
internal communication platform. Minimum
levels of seniority for promotion from a current
position, depending on the educational
qualifications, are defined. An employee may be
promoted by meeting the criteria defined and
stated in the Human Resources Policy.

An“Open Performance Assessment System”
isimplemented at the Bank. Performance
assessments are structured to achieve better
results for both employees and the Bank by
managing individual performance in line with
the Bank's targets and strategies. In this process,
Bank employees are evaluated according to their
competencies and targets, and the evaluation
results are shared with them.

The criteria used for performance-based
compensation are determined by the
Remuneration Policy and the Bonus Policy. These
criteria are based on evaluations conducted at
certain periods during the performance of the
employee, the relevant business line, and the
Bank's performance. Evaluations are in line with
the following criteria:

* Financial and/or non-financial SMART targets
predefined with employee in advance,

e Commitment to corporate values and
compatibility with Bank policies/procedures,

e Contributions with regard to risk
management and compliance with
legislation,

e Suitability to the competencies of the Bank
and the task.

These, along with internal rotational and
promotional practices, ensure that employees’
skills and expertise are utilized at the optimal
level, that employees’ career developmentis

For more information, www.pashabank.com.tr
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supported, and that the Bank's needs are met
quickly and effectively.

To contribute to career development within the
Bank, priority is given to employees with regard
tovacant positions, and employees are supported
by training and development programs in line
with their defined career plans.

The main objectives of the Human Resources Unit
in training activities include:

* Enabling our employees through career-
related training to enhance their performance
in current jobs and prepare for advanced
positions,

e Enabling employees to acquire the
knowledge, skillsand competencies required
by contemporary banking in line with the
principles of equality and continuity,

e Supporting the positive development of our
employees relationships with each other and
with our customers,

e Contributing through personal development
training to elevating employees’ quality
of work and social life, and supporting
employees through individual investments to
maximize their potential.

In 2017, the Bank provided its employees with a
total of 1,056 hours of training, representing an
average of 25 hours of training per employee.

The"Remuneration Committee” of our Bank was
established in 2013, by the Board Resolution
dated October 9, 2013 and numbered 52, with
the purpose of carrying out activities within

the scope of the"Regulation on Corporate
Governance Principles of Banks” of the Banking
Regulation and Supervision Agency. The title

of the Committee was amended in July 2016

to the"Human Resources and Remuneration
Committee”, and the"Regulation on Human
Resources and Remuneration Committee’,
which describes the provisions related to the
Committee’s activities, working procedures,
duties and responsibilities, was approved by the
decision of the Board of Directors no. 69, dated
September 23, 2016.

The Human Resources and Remuneration

Committee is responsible for following up on
behalf of the Board of Directors the remuneration

For more information, www.pashabank.com.tr

management practices of the Bank within

the scope of compliance with the Corporate
Governance Principles; compliance of such
practices with the Banks'ethical values, internal
balances and strategic targets; reviewing

the remuneration policy and submitting
recommendations as necessary; and for any other
matters assigned to it by the Board of Directors
within this context.

The Bank's Bonus Policy, which established the
calculation methodology for bonuses payable

to employees due to their contributions to the
Bank's strategy and targets, was approved by a
resolution of the Board of Directors no. 6o, dated
July 29, 2016.

The Human Resources and Remuneration
Committee reviewed the remuneration system
policies and practices of our Bank for the

year 2017, and then reported its assessments
and recommendations within the scope of
management of the risks associated with such
remuneration practices to the Board of Directors
as of February 2018.

Labor Law 4857, dated May 22, 2003, was
referenced in determining severance and
termination pay. Yuksel Gunes, Manager of
the Accounting and Financial Reporting Unit,
was appointed as the employee relations
representative. This representative is charged
with;

e Taking partin activities related to
occupational health and safety,

* Following up onissues related to
occupational health and safety,

* Requesting actions designed to eliminate
a source of danger or reduce risk stemming
from that danger, submitting proposals, and
representing employees in similar matters.

The Bank conducts ongoing activities towards
protecting the occupational health and safety

of its employees, within the Human Resources
and Administrative Affairs Unit. In 2017, a total

of 56 hours of service was provided by the
Occupational Safety Specialist, and 26 hours of
service were provided by the workplace doctor at
the Bank. Employees were provided with 4 hours
of occupational health and safety training.



The Bank's management did not receive any
discrimination-related complaints in 2017.

All employees of the Bank are informed

regarding Bank policies, regulations, procedures,
organizational changes, changes in rights and
interests, and relevant practices and decisions via
announcements and directives prepared within the
framework of the Documentation Regulation and
transmitted by e-mail, and also via posts on the
Bank'sintranet portal.

4.4. Ethical Rules and Social Responsibility
The"Ethical Principles Requlation” approved by
the Board of Directors establishes rules that
must be observed in all actions and transactions
among customers, employees, other financial
organizations and all stakeholders, and this
Regulation was disclosed to the public on the
weDsite, in accordance with the Bank's disclosure

policy.

Ethical principles are intended to regulate relations
with all internal and external stakeholders, which
are categorized as competitors, customers,
suppliers, personnel, media, and publicinstitutions
and organizations.

The Ethical Principles of PASHA Yatirim Bankasi A.S.
is deemed inseparable part of the Corporate
Governance Policy and the Human Resources
Policy.

The Bank's Ethical Principles define procedures
that must be observed in all actions and
transactions with customers, employees, other
financial organizations and all stakeholders. The
PASHA Bank Ethics Principles are disclosed to the
public on the website under the Policies tab on the
Corporate Governance page.

The rules and regulations set in accordance with
the Ethical Principles Regulation are among the
general responsibilities of all employees, and
they must be included in the compliance and
acceptance statement.

The Sustainability, Environment and Social
Responsibility Policy of the Bankiis in effect as of
April 28, 2014.

PASHA Bank 2017 Annual Report

The Bank participated in various social
responsibility projects in 2017.

In 2017, the Bank paid TL 61,204.50 adminastrative
fine to the requlatory and supervisory authority

forviolation of provisions of the legislation.

SECTION V - BOARD OF DIRECTORS

5.1. Structure and Formation of the

Board of Directors

The Board of Directors must be composed

of at least five members, according to the
Bank's Articles of Association. In section

two of the Articles of Association, the Bank's
organization and the duties and powers of the
Board of Directors are explained; the duties
and responsibilities of the Board of Directors
are subject to the principles set forth by the
provisions of Turkish Commercial Law and the
Banking Law, and by the provisions of the Articles
of Association.

The Board of Directors conductsits activities in
a transparent, fair, responsible and accountable
manner.

At the Annual General Meeting of Shareholders
held on March 31, 2017 the number of members
of the Board of Directors of the Bank was
determined to be nine persons, including the
General Manager, who is the natural member as
required by the Banking Law.

As aresult of the election, the percentage of
female members on the Board of Directors
increased to 22%.

The term of office for all members of the Board

of Directors is a maximum of three years under
the Articles of Association. Members whose
term of office has expired may be re-elected. The
duties assumed by the members of the Board of
Directors with external entities, distribution of
duties, and terms of office are summarized in the
table below. The resumes of the members of the
Board of Directors are available in the section,
“Information on Top Management’, in our Annual
Report; the relevant information is also available
on the website and in the e-COMPANY: Company
Information Portal of MKK.

For more information, www.pashabank.com.tr
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Type of Date of Academic Professional
Directors Post On BoD Directorship External Duties Area of Responsibility Election Background Experience (YR)
Strategy and Budget
Committee
PASHA Holding LLC, First Deputy CEO HR and Remuneration
Kapital Bank O)SC, Azerbaijan, Chairman of the Supervisory Board Committee
Not JSC PASHA Bank, Georgia, Member of the Supervisory Board Corporate Governance
Jalal Gasimov Chairman Independent  PASHA Life, Azerbaijan, Member of the Supervisory Board Committee 17.08.2015 Graduate 19
Strategy and Budget
Committee,
PASHA Holding LLC, Deputy CEO, Business Group Director HR and Remuneration
JSC PASHA Bank, Georgia, Chairman of the Supervisory Board Committee,
Kapital Bank OJSC, Azerbaijan, Member of the Supervisory Board ~ Risk Management
Not PASHA Insurance, Azerbaijan, Member of the Supervisory Board Committee,
Farid Mammadov ~ Deputy Chairman Independent PASHA Life, Azerbaijan, Member of the Supervisory Board Credit Committee 31.03.2017 Graduate 19
Not PASHA Bank O)SC, CEO, Chairman of the Executive Board
Taleh Kazimov Board Member Independent  JSC PASHA Bank, Georgia, Member of the Supervisory Board Credit Committee 31.03.2015 Graduate 16
Not
Shahin Mammadov Board Member Independent  PASHA Holding LLC, Deputy CEO, Business Support Director Credit Committee 31.03.2015 Doctorate 15
PASHA Holding LLC, Director of Group Risk
JSC PASHA Bank, Georgia, Member of Risk
Management Committee
PASHA Bank OJSC, Azerbaijan, Member of the Supervisory Board,
Chairman of Risk Management Committee Risk Management
Not Kapital Bank OJSC, Azerbaijan, Member of Risk Management Committee,
Kamala Nuriyeva Board Member Independent  Committee Audit Committee 25.11.2016 Graduate 21
Strategy and Budget
Committee
KentBankd.d., Croatia, Chairman of the Supervisory Board Corporate Governance
Meri¢ Ulusahin Board Member Independent  Turkiye Finans Katilim Bankasi, Member of the Supervisory Board Committee 31.03.2017 Undergraduate 31
Audit Committee
Risk Management
Mesut Ozding Board Member Independent - Committee 19.12.2013 Graduate 22
Adnan Aykol Board Member Independent - Credit Committee 20.08.2013 Undergraduate 38
Strategy and Budget
General Manager  Not Committee
H. Cenk Eynehan and Board Member Independent JSC PASHA Bank Georgia, Member of the Supervisory Board Credit Committee 02.08.2013 Graduate 24

The term of office for members of the Board of
Directors is three years, and Board members
are elected at the Annual General Shareholders’
Meeting of the Bank.

Jalal Gasimov, Farid Mammadov, Taleh Kazimov,
Shahin Mammadov, Kamala Nuriyeva, and

H. Cenk Eynehan, who are not independent
members of the Board, are serving on the
Boards of Directors and in other positions at
organizations within the PASHA Group.

Pursuant to the Board of Directors Regulation,
Board members may not conduct, without prior
or subsequent written consent of the General
Assembly, any business and transactions that
fall within the scope of the Bank's activities on
behalf of themselves or others, or have shares

in companies of unlimited liability operating in
the samefield, or become members of a Board
of Directors in any company engaged in similar
activities.

The fulfillment of activities described in articles
395and 396 of the TCL by the members of Board of
Directors is subject to the approval of the General
Assembly.
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Pursuant to Capital Markets Board regulations
regarding the Corporate Governance

Principles, there must be a minimum of three
independent board members for banks. The
Board members appointed to membership in the
Audit Committee are considered independent
board members pursuant to the regulationsin
question, Mesut Ozding, who currently serves

as the Chairman of the Audit Committee, Meric
Ulusahin, the Chairman of Corporate Governance
Committee, and Adnan Aykol, member of Credit
Committee, are independent board members.

No situation occurred during the year that
affected the independence of Board's independent
members. The independence declarations of
independent board members are included in an
attachment to the Report.

With the exception of the General Manager, no
member of the Board holds executive duties. The
powers of the Chairman of the Board of Directors
and of the General Manager are clearly separated
as per the Bank's Articles of Association and Board
of Directors Regulation.

For more information, www.pashabank.com.tr



5.2. Operating Principles of the Board of
Directors

To ensure the efficiency of the Board of Directors,
the schedule for the year's Board meetings is
determined with the approval of the Board of
Directors.

The Board of Directors is convened whenever and
as often as required by the Bank's business and
related legislation. This year, there were a total
of 12 Board meetings. Six of these meetings took
place with the members physically present; six
meetings were held via videoconferencing.

The agenda of the meeting is prepared according
to proposals submitted by various Units of the
Bank, issues submitted for discussion by the
General Manager, and other subjects submitted
by Board members. The meeting agenda and
related supporting documents are presented

to the Board members for review within the
framework of the Board of Directors Regulation
principles and within the minimum required
period prior to the meeting. The working
principles of the Board of Directors were most
recently established by the Board of Directors
Regulation approved at the Board of Directors'
meeting held on July 26, 2017. The transfer of the
limited representation authority was provided
by the Internal Directive issued within the
framework of the provisions of the TCL.

The members of the Board of Directors attend
meetings in person, or provide notification to the
contrary.

Communication between Board members

and the General Directorate is provided by the
Corporate Secretary and Sustainability Unit.
Invitations to meetings of the Board of Directors
are sentvia e-mails. The Board of Directors is
informed and communications effected via the
Secretary of the Board. The Board's decisions,
minutes, and related documents are recorded
regularly by the Corporate Secretary and
Sustainability Management Department.

The Board of Directors passed a total of 112
resolutions in 2017, either at meetings or through
circulation by hand. One resolution with a
dissenting opinion was taken by majority vote;
all other resolutions were passed unanimously.
Grounds for the dissension were included in the
relevant resolution.

PASHA Bank 2017 Annual Report

Discussions conducted during Board of Directors
meetings are recorded in the minutes of the
meeting, and signed by the attending members.

According to the Bank's Articles of Association,
the Board of Directors meets when an absolute
majority is present, and will pass resolutions with
the majority of the attendees.

The minutes and resolutions of Board meetings
are recorded in the resolutions book of the Board.

The members of the Board of Directors may not
cast a deciding vote and/or they do not have veto
rights. Each member has one vote.

Every member of the Board of Directors must
confirm that their participation on the Board
does not directly or indirectly result in any conflict
of interest due to personal or professional
interests. The members of the Board of Directors
are not permitted to attend or to vote at sessions
in which matters associated with their interests
or the interests of their relations are under
consideration as mentioned in Article 393 of
Turkish Commercial Law.

Director's and Officer’s Liability Insurance has
been provided with coverage of up to USD 2
million for Board members during their term of
office.

5.3. Number, Structure, and Independence of
the Committees Under the Board of Directors
The Credit Committee, Audit Committee,
Corporate Governance Committee, Human
Resources and Remuneration Committee,
Strategy and Budget Committee, and Risk
Management Committee have been established
to help the Board of Directors accomplish
activities within its area of responsibility and fulfill
its tasks more effectively.

The assignments and members of Committees
within the Bank are determined by the Board

of Directors and announced to the publicon
PASHA Bank's corporate website, as well asinits
Annual Report.

Moreover, detailed information with regard to
all committees are stated in“Board Committees,
Information on Meeting Attendance by

the Members of the Board of Directors and

For more information, www.pashabank.com.tr
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Committees” section of the annual report. Within
the Board of Directors is disclosed below. The
Board of Directors’ Committees maintained their
work during the period effectively and in full
compliance with relevant legislation.

Audit Committee

The Members of the Audit Committee are elected
from among the non-executive board members,
and the Committee maintains its activities within
the framework of the Audit Committee Charter. The
existing structure of the committee is given below.

Name - Surname Committee Position

Mesut Ozdinc Chairman

Kamala Nuriyeva Member

Board of Directors’ Evaluation of Committee
Effectiveness

The Audit Committee presented the results of its
activities in 2017and its assessment of internal
systems in quarterly activity reports.

In 2017, the Audit Committee convened 17 times
onjanuary 20, February 14, February 28, March
30, April 25, May 2, June1, June 29, July 6, July 21,
August 2, September18, September 26, October
20, November1, November 24, and December

15 to evaluate reports, activity reports and risk
assessment reports prepared by the Internal
Control and Compliance, Internal Audit and Risk
Management Units; to determine the selection
of unit managers within the internal systems and
their reassignments; to determine internal capital
adequacy assessment and stress testing studies;
to evaluate technical competence, risk analysis,
and annual evaluation reports related to support
service organizations, and annual evaluation
reports on valuation institutions; to evaluate the
independent auditor's work and independence;
and to evaluate financial statements that have
been independently audited, the management's
report, and the action plans based on the findings
from the penetration test and information
systems audit. The Audit Committee passed a
total of 30 resolutions either at meetings or by
examining thefiles.

The Chairman of the Audit Committee held
regular meetings with unit managers within the
internal systems to discuss matters related to
internal systems.

For more information, www.pashabank.com.tr

The Audit Committee informed Board Members
on theresults of its activities concerning internal
systems and its decisions regarding the issues on
the Board's agenda at the meetings held during
the year. The Committee presented the reports
and plans prepared by the Internal Systems Units
to the Board of Directors for information and/or
approval.

Credit Committee

The Credit Committee has been established to
determine credit allocation decisions concerning
the credits within its authority, and perform the
associated tasks in accordance with the limits set
by the Board of Directors within the framework
of legal and banking regulations. The existing
structure of the committee is given below.

Name - Surname Committee Position

H. Cenk Eynehan Chairman
Adnan Aykol Member
Taleh Kazimov Member

Farid Mammadov Reserve Member

Shahin Mammadov Reserve Member

The Committee maintains its activities within the
framework of the Credit Committee Charter.

Board of Directors’ Evaluation of Committee
Effectiveness

Carrying out its activities under the relevant
regulation and the authority granted by the Board
of Directors, the Credit Committee evaluates

the credit limits and conditions proposed by

the Credit Department after reviewing for
compliance with related Banking legislation and
our Bank's bylaws.

The Credit Committee discussed the credit
proposals remaining in its authority within the
limits determined by the Board of Directors and
within the framework of applicable banking laws
and regulations, and approved credits for firms
with positive reviews.

The Credit Committee convened 22 times and
passed 59 resolutions during the accounting
period.



Corporate Governance Committee

The Corporate Governance Committee was
established to ensure that the Bank is managed
in such a way so as to protect the rights and
obligations of all stakeholders and shareholders
in aresponsible, fair, transparent, and
accountable manner in line with defined goals,
the Banking Law, Capital Markets Law and the
regulationsissued pursuant thereto, and other
legislation, the Articles of Association, the Bank's
internal regulations, and banking ethics; and to
monitor compliance with the Bank's Corporate
Governance Principles, and to submit necessary
measures to the Board of Directors. The existing
structure of the committee is given below:

Name - Surname Committee Position

Meric Ulusahin Chairman

Jalal Gasimov Member

The Committee maintains its activities within the
framework of the Corporate Governance Policy.

Board of Directors’ Evaluation of Committee
Effectiveness

The independence declarations of Board
Members who meet the independence criteria
described in CMB's Corporate Governance
Principle No: 4.3.6 have been presented to the
Board of Directors.

The Corporate Governance Committee

convenes as often as the Bank's operations and
transactions require. During the accounting
period, the Committee convened three times and
passed resolutions on agenda items.

PASHA Bank 2017 Annual Report

Human Resources and Remuneration
Committee

To provide an independent and effective
remuneration system, the Human Resources
and Remuneration Committee was established
to carry out supervision on behalf of the Board of
Directors of the remuneration policies, processes,
and practices in line with the provisions of

the Banking Law and the Regulation on the
Corporate Governance Principles of Banks. The
existing structure of the committee is given
below:

Name - Surname Committee Position

Jalal Gasimov Chairman

Farid Mammadov Member

The Committee maintains its activities within
the framework of the HR and Remuneration
Committee Charter.

Board of Directors’ Evaluation of Committee
Effectiveness

In 2017, the HR and Remuneration Committee
reviewed the Bank's remuneration policy and
practices, and submitted its assessment report
and recommendations on such matters to the
Board of Directors in February 2018.

The HR and Remuneration Committee
convenes as often as the Bank's operations and
transactions require. In 2017, the Committee
convened four times, on February 27, March

2, March 31and December 28, and passed
resolutions on agenda items.

For more information, www.pashabank.com.tr
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Risk Management Committee

The Risk Management Committee was
established to ensure that the Bank's risk
identification, evaluation, measurement,
control, reporting, and monitoring processes
and capabilities are effective, adequate, and
reliable; and to advise and assist the Board of
Directors on these matters in fulfilling its duties
and responsibilities. The existing structure of the
committee is given below.

Name - Surname Committee Position

Kamala Nuriyeva Chairman
Farid Mammadov Member
Mesut Ozdinc Member

The Committee maintains its activities within the
framework of the Risk Management Committee
Charter.

Board of Directors’ Evaluation of Committee
Effectiveness

The Risk Management Committee presented the
results of its activities to the Board of Directorsin
quarterly activity reports.

In 2017, the Risk Management Committee
convened eight times, on February 15, March

2, March 30, May 23, August 18, September 22,
November 29, and December 22, to evaluate
thefollowing: risk management policies and
procedures; ICAAP (Internal Capital Adequacy
Assessment Process); monthly risk management
reports; the Bank's risk and credit limits, and the
risk appetite statement; stop-loss limits; and
action plans and ongoing projects concerning
processes that fall underits area of responsibility
based on the findings of internal and external
audits; and the Committee passed resolutions on
such agenda items.

For more information, www.pashabank.com.tr

Strategy and Budget Committee

The Strategy and Budget Committee was
established to provide assurance in preparing the
Bank's business and strategy plans; preparing an
annual budgetin line with strategy, operation,
and budget management processes that have
been approved by the controlling shareholder;
advising the Board of Directors; and assisting the
Board in fulfilling its duties and responsibilities.
The existing structure of the committee is given
below:

Name - Surname Committee Position

Jalal Gasimov Chairman
Farid Mammadov Member
Meric Ulusahin Member
H. Cenk Eynehan Member

The Committee maintains its activities within
the framework of the Strategy and Budget
Committee Charter.

Board of Directors’ Evaluation of Committee
Effectiveness

The Strategy and Budget Committee presented
the results of its activities to the Board of
Directors in quarterly activity reports.

In 2017, the Strategy and Budget Committee
convened nine times, on January 19, March 2,
May 23, July 26, September 7, September 22,
October 27, November 23, and November 27 to
evaluate the following: the Bank's strategic plan
for the period 2018-2020; the 2018 budget and
macroeconomic outlook, and market forecasts
in relation to the budget; budget guidelines and
policy; and the Committee’s periodic activity
reports and ongoing projects. The Committee
passed resolutions on such agenda items.

5.4. Risk Management and Internal

Control Mechanism

This mechanismiis structured in accordance with
the scope and composition of the activities of
the Bank, with changing conditions and, also,

to address the determination, measurement,
analysis, and monitoring of risks that may arise
from the Bank's strategy and operations, and for
the exercise of control and audit.



The Risk Management Unit reports to the Board
of Directors through the Risk Management
Committee. The Internal Audit Unit, conducting
internal audit activities, the Internal Control
Unit, conducting internal control activities and
the Compliance Unit, conducting activities
concerning the prevention of money laundering
and terrorism financing, as well as compliance
control activities report to the Board of Directors
through the Audit Committee.

The Bank's internal requlations related to the
duties, powers, and responsibilities of these
departments have been created in accordance
with the provisions of the Banking Law and the
Regulation on Internal Systems and ICAAP of
Banks, and putinto force by the approval of the
Board of Directors.

Internal control and compliance activities are
checked and monitored continually by the
Internal Control and Compliance Departments
and its staff operating under the Board of
Directors. Risk management activities are carried
out by the Risk Management Department and
its staff, operating again under the Board of
Directors.

The basic aim of compliance activities is to
provide the maximum contribution on such
issues as ensuring that the compliance risk in the
Bank is kept under control through purposeful
and effective management, and that the Bank's
activities are executed and managed within

this framework continually in accordance

and compliance with the relevant legislation,
regulations, and standards in terms of structure
and functioning, and that anti-money laundering
and terrorist financing policies are enforced.

The activities conducted by the Compliance
Officer to ensure compliance with the regulations
established pursuant to anti-money laundering
and the prevention of terrorism financing,

and communication and coordination with

the Financial Crimes Investigation Board are
provided.

The compliance of all banking processes and
information systems with the legal regulations,
internal regulations, and banking principles are
audited by the Internal Audit Department and

PASHA Bank 2017 Annual Report

its staff within the framework of the annual
risk assessment studies and audit plan, and the
results of the audit are reported to the Audit
Committee and Board of Directors.

The Audit Committee is a committee established
by the Board of Directors to assistitin the
performance of auditing and supervision
activities pursuant to both the Banking Law and
the Regulation on Internal Systems and ICAAP of
Banks. The Audit Committee supervises on behalf
of the Board of Directors the effectiveness and
adequacy of the Internal Systems departments,
and the operation of these systems and the
accounting and reporting systems of the Bank
within the framework of the Banking Law and
related regulations, and the integrity of the
information generated.

Assessments by the Audit Committee concerning
theyearare published in the Annual Report.

5.5. Strategic Targets of the Bank

PASHA Bank has carried out banking operations
inamanner consistent with its corporate
strategy during the period of 2015-2017, based on
the diversification of business lines to establish
the sustainable business model of the PASHA
Group. The new three-year strategic plan for the
2018-2020 period, prepared based on market
analysis, competitive environment, strategic
initiatives and the financial model, was approved
by the Board of Directors'resolution dated July 26,
2017. During the next three-year strategy period,
PASHA Bank aims to increase the number of its
customers, further diversify its product range

by managing its balance sheet in an effective
and balanced manner, and continue its focused
banking strategy.

The Strategy and Budget Committee reviews the
Bank's strategy and the fundamental building
pillars of the strategy on a regular basis. Strategic
initiatives and the execution plan are evaluated
within the Group at review meetings held every
six months.

Actions and projects that support strategic
goals are addressed by Senior Management in
Committee meetings, and assessed and decided
by the Board of Directors.

For more information, www.pashabank.com.tr
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The Bank’s 2018 budget was approved by the
Board of Directors with resolution no. 103 passed
at the meeting on December1s, 2017.

The Bank's performance regarding its annual
budget targets is reqularly reviewed by the
Board of Directors. The Bank's performance with
reference to budget targets are reported in detail
to the Board of Directors at monthly meetings.

Our Bank'svision, values, and mission are
included in the Annual Report released each year
in printand available on our website.

5.6. Remuneration

Financial rights granted to the members of the
Board of Directors are determined in accordance
with Article 41 of the Articles of Association.
According to that Article,

- Compensation of an amount determined by
the Board of Directors is paid to the Chairman,
Deputy Chairman and members of the Board

of Directors. In determining the amount,
certain factors are taken into consideration
such as time spent preparing for meetings and
attending meetings, and for performing the
duties determined in meetings. In addition, any
honoraria to be paid for meeting attendance are
determined by the General Assembly.

-The Board determines compensation for
committee chairs and members, and the
amounts of such compensation when the
committee is established. Should the committee
chair or member be at the same time a Board
member, the General Assembly will determine

if compensation is to be made and, if so, the
amount.

The remuneration policy of the Bank is
implemented in accordance with the rules and
regulations of the Banking Regulation and
Supervision Agency and the Capital Markets
Board. The remuneration policy is prepared in
writing, and at the 2013 Annual General Meeting
of Shareholders held on March 28, 2014, the
policy was presented to shareholders for their

information under a separate item of the agenda.

For more information, www.pashabank.com.tr

Profit sharing, share options or Bank
performance-based compensation cannot

be implemented for the remuneration of the
independent members of the Board of Directors.

Total compensation to Senior Management and
to Board members is presented to shareholders
for theirinformation and/or approval in
accordance with relevant legislation at the
General Assembly Meeting.

The total sum of all compensation and other
benefits provided to Senior Management and to
Board members is disclosed to the publicin the
Annual Report.

In the operating year of 2017, the total amount

of compensation provided to the Bank's top
management as wages, honorarium and bonuses
TL 3,388,161.31as of December 31, 2017.

No loans were provided by the Bank to members
of the Board of Directors and managers,

either directly or through a third person; and

no guarantees were issued in their favor. The
Banking Law provisions were not violated in
terms of matters such as providing loans and/or
credits to any member of the Board of Directors
or to any manager. Article 17 of the Articles

of Association states that"Members of the
Boards of Directors may not participate during
periods where loan transactions, to which they
themselves, their spouses or children who are
under their custody, other real and legal persons
who together with them constitute a risk group
are a party, are assessed and decided, and they
must notify the proper authorities in writing.
Provisions of the Banking Law that prohibit and
restrict providing loans to the members of the
Board of Directors are not affected”
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Statement of Independence

I hereby declare that | currently serve as an‘independent member” on the Board of Directors of
PASHA Yatirim Bankasi A.S. pursuant to the provisions of the Communiqué Serial: 11-171 on Corporate
Governance Principles issued by the Capital Markets Board and in this context, | hereby declare as follows;

1. Neither I, nor my spouse, nor any relative of mine whether by blood or by marriage unto the second
degree, have, within the most recent five years, entered into any employment relationship in an executive
capacity involving major duties and responsibilities, or individually or jointly held more than 5% of the
capital orvoting rights or privileged shares, or established any commercial interest of a significant nature,
with any corporate entity with which the Bank, any company in which the Bank has management control
orsignificantinfluence, or any shareholder having management control or significant influence over the
Bank orany corporate entity

2. lwas neither a shareholder (5% and higher), nor have I worked in an executive capacity involving major
duties and responsibilities for or served as a member on the boards of directors of any company from/

to which, under a contract, the Bank purchased/sold services or products of material quantity during
the period of time such services or products were being purchased or sold, and particularly of the firms
performing the audit (including tax audit, legal audit and internal audit), rating and consultancy of the
Bank, in the past five years,

3.1 possess the professional education, knowledge and experience for due performance of the duties | will
assume in connection with being an independent board member,

4. After having been elected as a member | am not a full-time employee of public institutions and
organizations, except as a member of academia should applicable legislation permit,

5. lam considered to be a resident of Turkey as for the purposes of the Income Tax Law no. 193, dated
December 31,1960,

6. 1 possess strong ethical standards, professional credibility and experience that are necessary for making
positive contributions to the Bank's operations, maintaining my independence in possible conflicts of
interest between the Bank's shareholders, and making decisions freely taking into consideration the rights
of stakeholders,

7. lam capable of dedicating sufficient amount of time to be able to follow up the execution of the Bank's
affairs and to fully meet the requirements of the duties | undertake,

8. I have not held the position of member of the Board of Directors of the Company for more than six years
in the past ten years,

9.lam not serving as an independent board member in any company which is controlled by the Bank or by
shareholders having management control over the Bank,

10. I will be serving on the Bank's Board of Directors as a real person and in this context; | have not been
registered and promulgated in the name of any corporate entity elected as a board member.

r

Meric ULUSAHIN

For more information, www.pashabank.com.tr
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I hereby declare that | currently serve as an“independent member” on the Board of Directors of
PASHAYatinm BankasiA.S. pursuant to the provisions of the Communiqué Serial: 11171 on Corporate
Governance Principles issued by the Capital Markets Board and in this context, | hereby declare as follows;

1. Neither I, nor my spouse, nor any relative of mine whether by blood or by marriage unto the second
degree, have, within the most recent five years, entered into any employment relationship in an executive
capacity involving major duties and responsibilities, or individually or jointly held more than 5% of the
capital orvoting rights or privileged shares, or established any commercial interest of a significant nature,
with any corporate entity with which the Bank, any company in which the Bank has management control
orsignificantinfluence, or any shareholder having management control or significant influence over the
Bank or any corporate entity

2. l'was neither a shareholder (5% and higher), nor have I worked in an executive capacity involving major
duties and responsibilities for or served as a member on the boards of directors of any company from/
towhich, undera contract, the Bank purchased/sold services or products of material quantity during
the period of time such services or products were being purchased or sold, and particularly of the firms
performing the audit (including tax audit, legal audit and internal audit), rating and consultancy of the
Bank, in the past five years,

3. 1 possess the professional education, knowledge and experience for due performance of the duties | will
assume in connection with being an independent board member,

4. After having been elected as a member I am not a full-time employee of public institutions and
organizations, except as a member of academia should applicable legislation permit,

5. lam considered to be a resident of Turkey as for the purposes of the Income Tax Law no. 193, dated
December 31,1960,

6. | possess strong ethical standards, professional credibility and experience that are necessary for making
positive contributions to the Bank's operations, maintaining my independence in possible conflicts of
interest between the Bank's shareholders, and making decisions freely taking into consideration the rights
of stakeholders,

7. 1lam capable of dedicating sufficient amount of time to be able to follow up the execution of the Bank's
affairs and to fully meet the requirements of the duties | undertake,

8. I have not held the position of member of the Board of Directors of the Company for more than six years
in the past ten years,

9.lam not serving as an independent board memberin any company which is controlled by the Bank or by
shareholders having management control over the Bank,

10. | will be serving on the Bank's Board of Directors as a real person and in this context; | have not been
registered and promulgated in the name of any corporate entity elected as a board member.

Mesut OZDIiNC

For more information, www.pashabank.com.tr
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I hereby declare that | currently serve as an“independent member” on the Board of Directors of
PASHAYatinm BankasiA.S. pursuant to the provisions of the Communiqué Serial: 11171 on Corporate
Governance Principlesissued by the Capital Markets Board and in this context, | hereby declare as follows;

1. Neither I, nor my spouse, nor any relative of mine whether by blood or by marriage unto the second
degree, have, within the most recent five years, entered into any employment relationship in an executive
capacity involving major duties and responsibilities, or individually or jointly held more than 5% of the
capital orvoting rights or privileged shares, or established any commercial interest of a significant nature,
with any corporate entity with which the Bank, any company in which the Bank has management control
or significant influence, or any shareholder having management control or significant influence over the
Bank orany corporate entity

2. lwas neither a shareholder (5% and higher), nor have | worked in an executive capacity involving major
duties and responsibilities for or served as a member on the boards of directors of any company from/

to which, under a contract, the Bank purchased/sold services or products of material quantity during
the period of time such services or products were being purchased or sold, and particularly of the firms
performing the audit (including tax audit, legal audit and internal audit), rating and consultancy of the
Bank, in the past five years,

3. I possess the professional education, knowledge and experience for due performance of the duties | will
assume in connection with being an independent board member,

4. After having been elected as a member I am not a full-time employee of public institutions and
organizations, except as a member of academia should applicable legislation permit,

5. 1am considered to be a resident of Turkey as for the purposes of the Income Tax Law no. 193, dated
December 31,1960,

6. | possess strong ethical standards, professional credibility and experience that are necessary for making
positive contributions to the Bank's operations, maintaining my independence in possible conflicts of
interest between the Bank's shareholders, and making decisions freely taking into consideration the rights
of stakeholders,

7. 1am capable of dedicating sufficient amount of time to be able to follow up the execution of the Bank's
affairs and to fully meet the requirements of the duties | undertake,

8. I have not held the position of member of the Board of Directors of the Company for more than six years
in the past ten years,

9. lam not serving as an independent board member in any company which is controlled by the Bank or by
shareholders having management control over the Bank,

10. I will be serving on the Bank's Board of Directors as a real person and in this context; | have not been
registered and promulgated in the name of any corporate entity elected as a board member.

LA

Adnan AYKOL

For more information, www.pashabank.com.tr
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INFORMATION ON MANAGEMENT AND CORPORATE GOVERNANCE PRACTICES

Statement of Responsibility

PASHA YATIRIM BANKASI A.S
STATEMENT RELATED TO
THE 2017 ANNUAL REPORT

The 2017 Annual Report of PASHAYatinm Bankasi A.S. has been prepared in accordance with the
provisions of the"Regulation on Principles and Standards for the Preparation and Publication of Annual
Reports by the Banks” published in the Official Gazette numbered 26333, dated November 11, 2006 and
presented hereafter.
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Jalal GASIMOV Mesut OZDINC Kamala NURIYEVA
Chairman of the Chairman of the Member of the
Board of Directors Audit Committee Audit Committee

A

Hikmet Cenk EYNEHAN Ali ihsan TOKKUZUN Ozgiir iCiN
General Manager and Deputy General Manager Financial Planning,
Board Member Strategy & Budget Manager

For more information, www.pashabank.com.tr





