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To the Board of Directors of Pasha Bank A.Ş.

Introduction

We itave revieued the unconsolidated statement of fınancial position of Pasha Bank A.Ş. (he Bank”) at 30 June
2016 and the related unconsolidated incorne statement. unconsolidated staternem of incornc and expense items
under sharehoiders equity. unconsolidated statemenı of changes in shareholders equity. unconsolidated staterneııl
ofcash flows anda summaı3 ofsignifıcant accounting policies and other explanatory notes to the unconsolidated
linancial staternents for the sk month-period ihen ended. The Bank Managernent is responsihle for the preparation
and fair presentation of interim fınancial staternents in accordance with the “Regulation on Accounting
Applications for Banks and Safeguarding of Docuınents” published in the Oflicial Gazette no.26333 dated 1
November 2006. and other regulations on accounting records of Banks published by Banking Regulation and
Supervision Ageney and circulars and interpretations published hy Banking Regulation and Supervision Authority,
(together referred as “BRSA Accounting and Reponing Legislation’) and Turkish Accounting Standard 34
“Interim Financial Reponing” for those matters not regulated b> BRSA LetisIation. Our responsibility is to
express a conclusion on these interim fınancial statemenis based on our review.

Scope of Review

\Ve conducted our revien in accordance with the Sıandard on Review Engagements (SRE) 2410. Liınited Review
of Interim Financial Information Performed by the lndependcnt Auditor of the Entitv. A review of interim
fınancial infonuation consists of nıaking inquiries. prirnarilv ofpersons responsible for linancial reponing process.
and applvinu anaiyiical aııd other revien procedures. A review of interim fınancial information k substantiallv
iess in scope than an independent audit performed in accordance vith the lndependent Auditing Standards and the
ohjective of which is to express an opinion on the financial statements. Consequently. a review of the interim
financial information does not provide assurance timi the audit flrm wili be aware oralı significant matters which
vouId have been identifıed in an audit. Accordingly, ‘ve do not express an opinion.

Coııclusion

Based on our review. notlıing has corne to our attention that causes us to believe that the accornpanving
unconsolidated financial staternents do not give a true view of the fınancial position of Pasha Bank A.Ş. at 30 June
2016 and of the results of its operations and its cash flOVS for the six-month-period then ended in ait aspects in
accordancc with the BRSA Accounting and Reponing Legislation.

Report on other regulatory requirements arising from ıegisıation

Based on our review. nothing has come to our attention ihat causes us to believe that the fınanciaı infonnation
provided in the accompaning interim annual report in Section yIl. are not consistent with the unconsolidated
fınancial statements and disclosures in aıi rnaıeriaı respects.
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O(Iıer Matter

The fınancial staternents of the Bank as of December 31, 2015 and June 30, 2015 vere audited and reviewed by
another independent audit fırm, who expressed an unqualifıed opinion and conclusion in their audit and review
reports dated Februaıy 22, 2016 and August 3.2015 respectivel.

Additional paragrapb for conveniencc translation to English:

As explained in detail in Note 1 of Section Three. the eO’ects of differences between accounting principles and
standards set out by regulations in conformity with BRSA Accounting and Reponing Legislation) and Turkish
Accounting Standard 34 “Inlerinı Financial Reponing” except for the matıers regulated by BRSA Legislation.
accounting principles generally accepted in countries in which the accornpanyıng unconsolidaıed fınancial
staternents are to be distributed and İnternational Financial Reporting Standards (IFRS”) have not beeıı quantitied
in the aecompanving unconsolidated fınancial statements. Accordingly, the aceompanying unconsolidated
fınancial statements are not intended to present the financial position. results ofoperations and changes in financial
position and cash flows in accordance with the accounting principles generaliy accepted in such countries and
İP RS.

Güney Bağımsız Denetim ve Serbest Muhasebeci Mali Müşavirlik Anonim Şirketi

Young Global Limited

Istanbul. 8 August 2016
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Address of the Bank’s Headquaners

Telephone of the Bank
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Web site of the Bank
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The unconsolidated six-month financial report includes the following sections in accordance with the CommuniquĞ
on Financial Statements and Related Explanations and Notes that wiil be Publicly Announced as sanctioned by the
Banking Regulation and Supervision Agency.

• SECTION ONE
• SECTION TWO
• SECTION THREE
• SECTION FOUR

• SECTİON FIVE

• SECTION SIX
• SECTION SEVEN -

GENERAL INFORMATİON ABOUT THE BANK
UNCONSOLİDATED INTERİM FINANCIAL STATEMENTS OF THE BANK
EXPLANATIONS ON ACCOUNTING POLİCIES
INFORMATION RELATED TO UNCONSOLIDATED FINANCIAL POSİTION AND RİSK
MANAGEMENT
EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCİAL
STATEMENTS
EXPLANATİONS ON REVIEW REPORT
İNTERIM ACTIVITV REPORT

The accompanying unconsolidated interim financial statements and notes to these fınancial statements which are
expressed. unİess otherwise stated. in tİıousands of Turkish Lira (“TL”), have been prepared and presented based
on the accounting books of the Bank in accordance with the Regulation on Accounting Applications for Banks and
Safeguarding of Documents. Turkish Accounting Standards, Turkish Financial Reporting Standards. and related
appendices and interpretations of these, and have been reviewed.

Mesut Özdinç

Ali Ihsan Tokkuzun

Deputy General Manager Financial Planning and Control

Contact information of the personnel in charge of the addressing of questions about this financial report:

Agha Ali Kamalo

Chairman of the Board of Directors

N.Süreyya Serdengeçti

Chairman of the Audit Committee Member of the Audit Committee

General Manager

Yeşim Çağlar

M an ager

Name-Sumame/Title : Yeşim ÇAĞLAR / Manager
Telephone Number : (0212)7058908
FaxNumber (0212)34507 12
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CONVENIENCE TRANSLATİON OF PUBLİCLY ANNOUNCED
FİNANCİAL STATEMENTS ORIGİNALLY İSSUED
İN TURKİSH, SEE NOTE İ OF SECTION THREE

PASHA YATİRİM BANK A.Ş.
NOTES 10 FİNANCİAL STATEMENTS
AT3OJUNE2Oİ6
(AmounLs art e.\prcssed in thousands of Turkish Lira (TL) unlcss othcnvise stated.)

SECTİON ONE

GENERAL İNFORMATİON

Bank’s foundation date, start-up statute, histor about the changes in this mentioned statute:

Banks commercial title Pasha Yatırım Bankası A.Ş.
Reporting Period 1 January- 30 June 2016
Address of the Ban[Cs Headquarters A.O.S. 55. Sokak No:2 42 Maslak Ofıs 3 Kat:7

34398 Maslak İstanbul, Türkiye
Telephone (0 2 1 2) 705 89 00
Fax (0212)345 07 12
Website www.pashabank.com.tr
E-ına il in IhÖ paslıahan k.corn . ir

PASHA Yatırım Bankası A.Ş. (“Bank”. “PASHA Bank”) has been permitted by the decree no. 87/1 1898
dated 17.06.1987 by the Council of Ministers pursuani to the Banking Law No. 3182 (repealed) and the
Bank has been established under the title of Yatırım Bank A.Ş. headquanered in Istanbul under the Foreign
Investment Promotion Law. The establishment of the Bank was permitted by the Ministry of Industry and
Trade on the date of 21.12.1987, the Articles of Association of the Bank was approved by the decision no.
1987/5087 dated 12.25.1987 of the 1 st Commercial Court of Istanbul, and it was registered with the Istanbul
Trade Registıy OfFıce ıınder the no. 240320 on the date of 25.12.1987 and published in the Turkish Trade
Registıy Gazette no. 1924 and dated 30 December 1987. Commencing its investment banking activities on
the date of 1 March 1988, the Bank has been operating as of3O June 2016 through its head offıce in Istanbul
only and has no branches.

11. Explanation about the Bank’s capital structure, shareholders of the BanL who are in charge of the
managcment and/or auditing of the Bank directly or indirectly, changes in these rnatters (if any)
and the group the Bank belongs to:

With the decision taken by TAIB Bank B.S.C. (e) - previous parent of the Bank- regarding the sale of its
shares in the Bank. a share purehase agreement was signed between the Aksoy Holding A.Ş. and previous
parent of the Bank on 13 May 2013. Upon the Banking Regulation and Supenision Agenc (“BRSA”)’s
approval dated 26 June 2013, Aksoy Holding A.Ş. acquired the 99.4689% of the shares ofthe Bank. With
the decision taken in the extraordinary general assembly meeting of the Bank dated 31 JuIy 2013 and
numbered 32, share transfer transaction has been approved. The share transfer from previous parent of
the Bank to Aksoy Holding A.Ş. has been completed as at 2 August 2013.

In the extraordinaıy general assembly meeting of the Bank dated 31 October 2013, it was decided to
increase the paid-in capital of the Bank to from TL 37,000 to TL 39,000. The paid-in capital of the Bank
was inereased to 39,000 TL in accordance with the BRSA’s approvai as at 13 November 2013. in the
extraordinaıy general assembly meeting of the Bank dated 21 November 2013, it was decided to increase
the paid-in capital of the Bank to from TL 39,000 to TL 80,000. The paid-in capital of ıhe Bank was
increased to 80,000 TL in accordance wiıh the BRSAs approval as at 29 November 2013.
PASHA Bank OJSC and Aksoy Holding A.Ş. has agreed on transferring the majority shares of the
Bank.Aequisition of TL 28,795,121 of the Bank’s capital and increase in the paid-in capital from TL
80,000 to TL 255,000 upon the Acquisition were approved by the BRSA’s decision dated 26 December
2014. And numbered 6137. The capital inorease cash from TL 80,000 to TL 175,000 has been completed.



CONVENIENCE TRANSLATİON OF PUBLICLY ANNOUNCED
FINANCİAL STATEMENTS OMGINALLY ISSUED
İN TURKISII, SEE NOTE 1 OF SECTION THREE

PASHA YATIRİNİ BANK A.Ş.
NOTES TO FİNANCİAL STATEMENTS
AT 30 JUNE 2016
(Amounts are e\pressed in thousımds of Turkish Lira (IV) unless othenvise siated.)

GENERAL INFORMATION (Continued)

Paid-in capital increase from TL 175,000 to TL 255,000, approval of the share transfer and ehanging the
Bank’s title as “Pasha Yatırım Bankası A.Ş.” have been approved in the extra ordinan’ general assembly
of the Bank dated 27 Ianuan 2015.

The change of Banks title as “Pashayatırım Bankası A.Ş.” registered on 2 March 2015 and announced
on Turkish Trade Registry Gazette dated 6 March 2015 and numbered 8773.

Acquisition of remaining 51,000 shares of Aksoy Holding A.Ş. by PASHA Bank OJSC by increasing
Pasha Bank OJSC slıares from %79.9196 to %99.9196 has been approved by the BRSA’s resolution dated
23 December 2015 and numbered 18038.

As of 24 December 2015, the share transfer was accounted in the statutory accounting records with the
Board decision numbered 2015/Ilo.

Pannership structure of the Bank as of 30 June 2016, is stated below:

areRat
LPASHA BankOJSC 1 25439S %99.9196
ther 204 %0.0804
[rotal 255,000

111. Explanation on the Board of Directors, members of the audit committee, president and executive
vice presidents, changes in these matters (if any) and shares of the Bank they possess:

Share
Title Name Education Percentage

Chairman of the Board of Directors Agha-AIi Kamalov PhD -

Vice President of the Board of Directors<1> Jalal Gasımov Postgraduate -

lndependent Member of the Board of Directors! Necip Süreyya Serdengeçti Postgraduare -

Member of the Audit Comrnittee
-

lndependent Member of the Board of Directors/ Mesut Ozdinç Postgraduale -

Chairman of the Audit Committee
Member of the Board of Directors/ Hikmet Cenk Eynehan Postgraduate -

General Manager
Member of the Board of Directorss Shahin Mammadov Postgraduate -

Member of the Board of Directors Taleh Kazimov Postgraduate -

lndependent Member of the Board of Directors Adnan Aykol Graduate
Assistant General Manager Ali Ihsan Tokkuzun Postgraduate -

(1) As of3O March 2016 ,Agha Ali Kamalov is assigned as Chairman ofthe Board of Directors ,ialal Gasimov k
assigned as Vice President of the Board of Directors with the Board decision numbered 2016/22

The shares of the above individuals in the Bank are insigniflcant.

2



CONVENIENCE TRANSLATION OF PUBHCLY ANNOUNCED
FINANCİAL STATEMENTS ORIGINALLY ISSUED
İN TURKISH, SEE NOTE 1 OF SECTION THREE

PASHA YATIRIM BANK A.Ş.
NOTES TO FİNANCİAL STATEMENTS
AT 30 JUNE 2016
(ArnounLs are cpresscd in thousands of Turkish Lira (TL) unlcss otherwise stated.)

GENERAL INFORMATİON (Continued)

IV. Explanation on shareholders having control sharcs:

Explanation on shareholders having control shares of the Bank as of 30 June 2016. is siated below:

Share
Amounts Sharc. Paid-in Unpaid

Name/Comıtercial Utle omin9 . Pr entage Capita((no minal) portion
PASHA Holding Lid 152.877 %59.95 152.877
Ador L!d 76.439 %29.98 76.439
Arif Pashayev 25.4801 %9.99 25.480

V. Information on the Bank’s service type and ficld of operations:

The Bank operates as an investrnent bank and as of 30 June 2016 the Bank has 33 employees
(31 December 2015: 3fl.

YI. Existing or Potential, Actual or Legal obstacles on İmmediate Equity Transfer Beüveen the Bank
and its subsidiaries or Repayment of the Debt:

None.

3



CONVENİENCE TRANSLATİON OF PUBLICLY ANNOUNCED
UNCONSOLIDATED FİNANCİAL STATEMENTS ORIGİNALLY İSSUED
İN TURKİSH, SEE NOTE İ OF SECTİON THREE

PASHA YATIRİM BANKASI A.Ş.
UNCONSOLİDATED STATEMENT OF FINANCİAL POSITİON
AT 30 JUNE 2016
(Amounts are e\prcsscd in thousands of Turkish Lira (‘TL”) unlcss otherwise siated.)

SECTİON TWO

UNCONSOLIDATED FİNANCİAL STATEMENTS
1. BALANCE SHEET (STATEMENT OF FINANCİAL POSITİON)
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CONVENIENCE TRANSLATION OF PUBLICLY ANNOUNCED
UNCONSOLIDATED FINANCİAL STATEMENTS ORIGINALLY ISSUED
İN TURMSH, SEE NOTE 1 OF SECTİON THREE

PASHA YATIRIM BANKASI A.Ş.
UNCONSOLIDATED STATEMENT OF FINANCİAL POSITION
AT 30 JUNE 2016
(Amounts are expressed in thousands ofTurkish Lira CTL) unless othenise siated.)

1. STATEMENT OF FINANCİAL POSITİON (Continucd)
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\ 1 SIIARflOLDER5JQVJn_ — — — —- - (14) 231j59 237 23CS2 — 230 552
. «.‘ 25L000 255,000 255000 25L000

62 CşaİReservcs (8) (99)
1621 ShanPtemıum -I .

16 2 2 Share Canceilation Prorpu . . . . -

1623rn
-— (8) (90) (90)

1623 Tanoible Asacts Re,İuaIion Resen-e . . .

1625 l ln bi şsetsRevaluaion- .

1626 ! invcntProyRçs-aka6onResent
.

16 2 7 Bonus Shares Obtained 1mm Investments in Associates.
r Subsidiaries and Joiuc Ventures . .

16 28 Jl sçIcp00
-________

1629 . Valuc Dıflercnccs ofAssets HeId for Resale and Disconunwed .

9pnons
.--—--—.---— ..

1621
0 OtlıerCapitalResrncs — -- . . .

6 3 Profıl Resenes 324 . 324 324 . 324
63 1 L<.kal ResnLs 29 — — 29 29 29

16.32 Status Resenes 295 . 295 295 . 295
163 ExtraordinaryResenes

-. . .

16 3 3 Other Pmfit Reserves
. -

.J ncomeor(Loss) Ş7 <18.057) (24682 .1
164 1 Prior Vears’ Income! (Loss) (24.682) (24682)1 <33469)1 -l (33,469)
16.42 Current Year lncome/ (Lost) 1 6.625 6.625] 8.7871 8.787

ToTALLİABILmES 285,127 is 39WS 240.797T 51108 322.405

ihe accornpanyıng notes are an integral part of these linancial statcments.
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CONVENIENCE TRANSLATİON OF PUBLICLY ANNOUNCED
UNCONSOLIDATED FINANCIAL STATEMENTS ORIGINALLY ISSUED
İN TURKISH, SEE NOTE 1 OF SECTION THREE

PASHA YATIRIM BANKASI A.Ş.
UNCONSOLIDATED OFF-BALANCE SHEET COMMITMENTS
AT 30 JUNE 2016
(Amounts are expressed in thousands of Turkish Lira CTL’) unless oıhenvisc stated.)

Il. OFF-BALANCE SHEET

Curreal e*r PrUr Pened
OFF.BALANCE SIIELI COllITMENTS NDIC 30 June 2D16 31 December 2015..- -- - —

(tcIIin — -——.——- —.——— —

Fivc-IIJ) TL FC TotI TL FC TMnI
.;._ ön:LkNCt SIIE£Ttö%i%IIi%IESt 4iİ+ İİJ şsl 1-— M>3 159,Sü 1üö1s.
1 UğAQTtts-- %NDIARRANtlt fj i ŞiiŞ V4T,fl4 1ös 7.3
1 1 LeııcrsofGuannıee

:
sıön 4flş ;_ıgı :Ds Jo43

qşr1n 1 tes SubjcctıoSıaıctcnderLaw , . . . -
t 1 2 üuaraniees diyen for Foreı£n irade Öpenııons . .654 . 4

•i öiLi?LiiürTdriüiü .— ——,—- _a9 ü 4 T6 ]T W6g5 ‘öŞ3
:.,ı .: - :.kz::Eftc: : z:.:. ::::_z:z z: .:z: z.:: :z ::.z:.:: :_zz:t ::z .::::::i: ::..zz::
J__ Tq!pQfl ! ç!!£r..q(A.ççpışjç —-.-.. .

.,i.. Otu rLnkAcceptances ——— ——.-———— —-——--—

1 CeueuoFCredıt ——_______ —. !7zs 22,591111 Documentaıyl.eners ofCrdır 1D25 12.725 . fl 3ğj 22301
Fli EitsJCidi .

JA Prefliaıcj uare
1 5

. .

JŞJ aşsse!pis --——- —------—: —--- —---.-- --. — —-.---.1 52. bıFer!i,dorsemcnt,
- - - -

1 ö Süııei1ssue Futhoc uaıııces
. . . — . -

._ii
. — . —

İT 5qlütoLıeıit. — . . - -

it coaırnır --— 4K
2 — ı.,ıecüiiiiiW

. 1 1o3 W 1ü4K
2 Asa

. . 8A37 WI2
] r uIp,ü>dsJEiti,.,,

—— - 1 -— — —-!:i — !Ji091 T Snt.wCoiÜuıoAssocıatam,dSubıdıu -— •1 -j -f2 4 cmit,torLbmıı.
- d_:L -J

-

. . tl.. ..nL. 1 -: - -2. r rommı,,enuroriepom Reqwremenb . . [ . p . E -

2T CoımnaıufaCb
. — - t -. —--.-- — -2 r T.z,dF,mdU.b.Iıbe,5,mEsponComm,erü 2 . - 25 .

-—

2 V Coun,uFaCrediıtvd Umı -- .

2 ir T: - — -
2 Il — . . - - -T - -

2 ir —

—
- -r-rrr —-

— -

kEiöWC6üüiiiiiinı, -—

. - -

121 RevacabkrommİiüEtinfl,
. . . . -

122 ÖTJFRiÖEiiW -- --—-t— —

Iki ÖtkWATIVrPNXNtİXUNSThUMtNTS
::vr

6Ş24 6,416 — ,14O 35,257 35,Ş59 7h2I6
3 lledJıLbenvaIıveTın.ocInummıu .r. . -1 3 Vnnsactıoiifl5Ffaır Vi1ue1Tedg - . -

.:
—— — . . -3 3 transacoons for Foreign Qeı Invesnenıl1age . . - -

1’ TüJrnb benvanvefınm,c,jl İi,iiiW — —— 6,416 l3,40 957 j35,259 71,’l<
)2 ro!rqtren7sNırnnsa_ - a15 - flŞ4
12 Fom — — -
12 Ponvad!oruqeTraacnoni!ell —-

. — 793
i 2 Swş 6.924 6.416 Ü,24Ö 12.122 M.3 aw1211 F6reı£nuneaEyTüuV — - — öy’4 — ğ3 WT22 — — 1922
32”

— —z -
— Ğ416 ş1 51363

1 — 2 1 rnıest Rai, SwapŞuı
. . - . . -

.-)fl FnCun
-__-:_ .

----———----—_ .—.— —-t22fl rojwıcn 0 00MII
-_____ .___: -—-—_ —1211 lnıaesffljje on,

- . - -

1214 ]nteeflüte ÖJ,U
- . - . ---n1rBw

-__________ 1— —TZ £cP j j. t724r
. -L t —9Tar FCFSell_ :_d_ -I .nı._ -J — -9T5 blRalcFum 1 -T

- -39T5Y IntRaIeFaure,-Buv -T
3232 bmsticFies-Sefl i______ —r-—T!T 1 —— ———

t ZUtÖWXWWFEEDtREC£IVED(IV+V+Vft 1 tŞiWi1 hP’w. -nTMsıJrrıszvstÖıIv
-_________

- d - T5T 935
4’

— .t
42. In.t Heid in . - 1 . 1 - 1 -. -

43 dtrcoUı — 0J —— r--2:ıörr -ş55r
44 -—

-T .?
45 XiiEdTot tolfectıon

. . -

— . - . — - tZ7 0WEemı Ur Cu,ıoJ
. . -

TA tusıodımıa
. . - -r iC ürttvt —- — —- [W72 jis İ,IğO

rr rürciszirr . 42272 £1.271 -— 31772 41b.772TrğijiNöjw 91Ş3.WGfÖl525W21J 9f4ösr 591 - 269
SC Wamnw

. . . -

ır—]tr -t—---—-— ---------_----- -

9 OtEeiPIedd hem, -
J1_ l’IcJeSTwm bcposııorv

:——.--—-- .-VE CCtPTEb INP£PtNOtNTGIARANTEES AND WARRANTIES 30 30,172 - 40,202
. 4239i 1 41,391

;ÇNtt5IIEET

cosüiinftNtçj;v4o
- isğji 1ö1.A2T

[hc aceompanving notes are an inkegral part of ıhese fınancial statcencnts.
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CONVENIENCE TRANSLATION OF PUBLICLY ANNOUNCED
UNCONSOLIDATED FINANCİAL STATEMENTS ORIGINALLY ISSUED
İN TURKİSH, SEE NOTE 1 OF SECTION THREE

PASHA YATIRIM BANKASI A.Ş.
UNCONSOLIDATED INCOME STATEMENT
AT 30 JUNE 2016
(Amounts are expresscd in tbousands ofTurkish Lira (tL’) unless othenvise stated.)

ili. STATEMENT OF PROFIT AND LOSS

! Cuntnl icar Pılor Pedod • (urnnı \car Prior Pcriod
INCONIE AND E\I’ENSE ITEMS Nde

(StcIii,n 1 .Ianuarv . 1 3nunn ‘ E April . 1 April
!y’-!V> 3.Pi6 . 3.!. 30) !.6 3OJunc2OİŞ

1. NT ER EŞT I.NfP.!E ... 0> !L?.7 ŞS 2P
1 1 lnwrcst on Loans 1 5.467 5.700 7.84 1 3.721
1 2 Interest Received froın Rsre Rıqıircrnents ,..... . .,. .... .. . . —

—

1.3 Inlerest Reccicd froı,, hanks 937 4.490 501 2.107
.t4, InterestReceived frnın MoneyMarkt Transa!io5 23 540

—

1.5 Interest Received from Marketable Securitles Ponfollo 867 921 362 225
jŞ . ,——-..
1.52 ancialAsseis Valuc llırouIı Profıt or Loşs - 7 - ,.z ..

1.5.3 Available-for-sale Financial Assela t 867 921 362 225
1 54 Held 10 maturıty lneslments — t

—
—

1 6 Financial Lease Income - — - -
1 7 Ollıer Inlereal Income

— —

N.T.R (2) (2.138) L_,_i! (1Ş)
21 hflerestonDe»osiIs(-)

..

21 Intereston onda onowed-) (l:1!2l J1!9J (JiM
23 LiL (62) -
23 lnıcsı on Secwilirs Issued 1-) 1 .] . -
25 OıhcrlnİiEjpcnşçs(-) 1 12) .JZŞİL. — (122) — (3)
ili NETlN1ERESTlNCOIE(I+Il) — —— 1 t )jj9 11387 — 7723 — 6 117
I NET FEES AND CO’41IlSSlONS INCO%IEPENE — 1 — 571 30t 3101 11
il FcesandCornmıasıonsRcccıvcd 660 74 356 42
411 Non-caslıLoans 554 39 341 23
4 Oılmr 106 3515 ‘9
42 andcoınınıssıons)’aıd(-) 44) — (46) (28)
421 Non-cashLoans(-)

- -

.flka — (891
. p•y•guNçq

——-——.,-

‘! R4DINGINCOME/(LOSS)(NeI) [ (3) t 897 J2 .
Pj 17 ü]

n8Gaınsi(Losses) on Dcrıvaııvc - 903 350 (302)
6 — - 153 —

.Y.!.’
-—

(5) fl4 5S_ Jil -
ili TOflL OPERATING IWOME (IlI+IV+V+VI+VIIJ I68Ol JŞ 8,ŞŞO j)41

IX. PROVISION FOR LOAN LOSSES AND OTHER
RECEİLES(-) iş) jA ,___J403) ç54j

\ t OTIIER OPERATING EPENSES() (7) (24681 ,92J) j92J
I NET OPERATİNG INCOMEİ(LOSS)(Vlll+iX+fl - 89 ,_46 2 895
XlI. EXCESS AMOUNT RECORDED AS INCOME AFER —

MERGER
. - -

XIII. INCOME/(LOSS) FRONI INVESTMENTS P1 SUBSIDIARIES
OSOLIDATED SEDONEÇUifl.!,Ç]Jj9.D -—...-—-- — — .

“ ---—- - —.—--———— -—-.- -
XV. INCOME/<LOSS) DEFORE TAX FROM CONTINUING

P)WTI.ONS(XI+_tuMY) Ü8L, 8,490 412V
VJ. TAXPROViSIONFORCONTPülNGOPERATIONS( (1,865) flJI3Ş) JJ

6 - CuacmTaProısıDıı ._..JLŞŞ1
62 DefnredTaXPTDVPSIO,İ (307) J3 IlO (650)

NET INCOME/(LOSS) FRO\l (ONTINU ING OPERATİONS -

\IL(N-XVl) (80) 6,625 ._L€1 3389 2.245
XVIII. -

. INCONIE FROM DISCONTINt ED OPERATIONS 1 — — —: - --
18 1 [ Iııconse frorn Non-Ctıncnı Asseta IleId for Resale — — —

18 2 Sale Inrornt from Assocıaıes. Subaıdıanes and Joinl Venlures — —

183 OıberlncomcfrornDıscnntinucdOpcratıons —- -
XIX.

— . -

1’) -.
19 2 Sale Losses from Associateı. Subsıdmries and joint Venlures -

VS 3 OılıerExpenses frornPısronıınucdOpernünns —- — . — -— — r —— - . — —
ü. INCOME/(LOSS> BEFORE TAX FROM DISCONTINUED

9PERAT!ONSWifl-NIXJ .. ._.

! AfgÇ3JjÇ FÇRDİSÇ NTU T u -.-
1 - -. . - - .

J Dekaedtaxpro4sion
XXII. j NET INCOME/(LOSS) PROM DISCONTINUED

(!1)
ülIl NET INCOIE/(LOSS) (\.VII+4.\II) (Il) 6,625 3 642 3,259 — 2245

Eamings4Loss) per slıare 0 0260 0.0143 0.0128 0.0008

The accompanying notes are un integral pan of Usese flnancial statements.
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CONVENIENCE TRANSLATION OF PUBLİCLY ANNOUNCED
UNCONSOLIDATED FİNANCİAL STATEMENTS ORIGİNALLY İSSUED
İN TURKISH, SEE NOTE 1 OF SECTİON THREE

PASHA YATIRIM BANKASI A.Ş.
UNCONSOLIDATED INCOME AND EXPENSE ITEMS ACCOUNTED İN EQUİTY AT
30 JUNE 2016
(Amüunts are expressed in ıhousands ofTurkish Lira (“TLD unlcss othenvise stated.)

IV. STATEMENT OF INCOME AND EXPENSE ITEMS ACCOUNTED İN EQUİTY

.

1 ıntYr rrorPcdod

1 30 .lune 2016 31> June 2015
IİNCOME AND ENLENSE ITENIS ACCOUNTED İN EQLITV

ADDITİONS TO TİİE MARKETABLE SECLIRITİES VALIJATION RESERVE FRONİ TIİE AVAİLADLE
1. 9LŞ.LU NANCIAL ASSET5 30 (P9)
Il. REVALUATION DİFFERENCES OF TANGIBLE ASSETS - -

ili. !REVALUATION DİFFERENCESOF İNTANGIBLE ASSETS -

IV. FOREİGN EXCIIANGE TRANSLATION DİFFERENCES FOR FOREİGN CLFRRENCV TRANSACTIONS - -

İNCONİE/LOSS ON CASII FLOW IIEDGE DERİVATİVE FİNANCİAL ASSETS (EffeclivelaflııfFair
aluc Changes)

. - . -

I’ROFIT/LOSS FRONI FOREİGN İNVESTNIENT IIEDGE DERIVATİ’E FINANCİAL ASSETS (EFfeçIüe
bi. Var of ‘a rVaiue Chang)

. . . -

bil. TEFECIS OF CIİANGES İ ACCOLJNTING POLİCV AND ERROİ{S - -

Vİİİ. OTlWR İNCOME AND E\PENSE ITEMS ACV9JEP İN EQUITV ACCOItPING TO AŞ••
T

!S... R T ALLATION DIFFERENCES
C NET1NC0ME!LOSSACCOLNTEDDIREcTLYİNEQLIn(i-iİ....trg İ
ü. ÇLRRFNTPERİOD INCO%IEILOSS . 1 6625’ 3.632
İl.! Net Oaııge in Fair Valoc ofMarkcıabİe Sccurııics Transfer ıo İncone SlaImenhi

..

İ 12 Ppqn of Cash Fİo Hcdge Ocrivançe Fınanciaİ Mseis ReclassıfıedandNesenıedon ilıcincorneslalement
.. t

onıon of Foreign lnvcsımcnl Hedge Dcrivaııve Fınmıcıal Asseis Reclassıfıcd and İ’rescnıed on dıe İncorne
Il 3 Staıemeııt

—

11.4 bıher 6625 1642
«L %üLıNcoMEJLoSsRELATEDToTiıEctRRENTrERİOD.NıI

The accompanying noles are an integral part of (hese fınancial staiements.
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CONVENİENCE TRANSLATİON OF PUBLİCLY ANNOUNCED
UNCONSOLIDATED FİNANCİAL STATEMENTS ORİCINALLY İSSUED
İN TURKİSH, SEE NOTE İ OF SECTİON THREE

PASHA YATIRIM BANKASI A.Ş.
NOTES TO UNCONSOLIDATED STATEMENTS OF CASH FLO\V
AT 30 JUNE 2016
(Amoonis art cxpresscd in ıhousands of Turkish Lira (1U) unless oıherwisc slaled.)

Vi. STATEMENT OF CASH FLOW

Curreni Year Prim Period
Nıtte (Scction

-

Fivç-VI) 30 .Iune 2016 - 30 (unu 2015

A. C/SII FLOWS FROM BANKINC OPERATIONS

İl - Operadng I’rofıl Demre Chauge in OpentingAseb and lah tes
-

6.629 - 3,721

1 1 Inıcresi Reccivcd 15.295 9.106
liz P Inıcrust Paul (1.033) 240)
11.3 Dı-idund Receled

. 1 -

1 4 Fecs and Co:nmissrnns Receı’ed

___________

654 85
11.5 Oflıerlncome

_____________

t 1.253 (642)
.1 6 Collecıjons from Preıouslv Wntıeıı-o(T Loans aod Otha Recci,bIes L -

t j3jŞ)_• nM!1
118 TaxesPaid

jŞj• Oıh
-—-.—-------. -

2)
_.__._.—_. İL!>.

1; —. h1 .llŞı!Ş) (9A84).

1.2.1 Net (lncrease)/Decrease in Tradrng Şecurilies
. (156)

1.12 - N ecrease Fair Value !h!.F£!.ı.j 9t 9A!!WiiP J4
fl- ——-—-—--—-- —.

JIL. (79,260)
115 elçlncreaseVDccrcasc in OdıcrAsscls (2) jİS 2,604
16 - Nellncreasci(DccreaschnBanLflcposiıs — — .

3.27 etlnerease’(DccreaseHnOıhcrDcposds
— —

±2 Net lncreas’ÇDccrease) ın Fonda Borrowed —— 25098
1.29 Net Incrcase/ÇDecrcaac) in Payables

—- . . — ——

1.2.10 (3.695)

1 Çh£pyt4ç. (9,226)

B. CASH FLOWS FRO%I INVESTING ACrIVrnES

IL Net Cağ Prosidedfromlnvcsdn.g.hctivides
-

2.1
-

2.2 CashmnedfrornDsaIofl,wesimeaMsimcsondSubsıdics
- —________ —

JL. PurchasesofPropeyandEqujpment J5Ş4)
2t_. ğj

.

‘5 sh Paid for İnve it Avni for-Sa! -. - ÇŞ)
2.6 Cash Obtained ftom Sale oflnveslmcnls Anilable-for-SaIe 2.196 1,193
2.7 — Ca Paid for Pumhase of luvesimeni Securities

-

2.8 Cash Obtained from Sale of Investmenl Securlljes
.

2,9 Other

C CASH FLOWS FROM FINANCING ACIYITIES

J!L_ .

3.1 CashObiaia.dfromFund,BorrowcdandSemnilieslssued
.

32 CasiaUsedfoTRepaymefllofFundsBoaowcdan.dSecıniıies Is,ıxd -________ -

j± —-____ -p
3.4 Dividends Paid

-

ernşjFüües
- .._H -

3.6 Oiha

IV. Ef1edofcbmeiaFoEıchsgeRaIeonCashsndCashMuivsieais J J).J (?3D

i_ çLçş€Lkçşşq Caih and Cnsb Equivaleats (1+11+111+1V) (!6,1921 9354

iL_ qıjş (hc Peod 0) LZ3

.1!L._ .f! !LÇŞP EquivaI e!i!!3! !PC...n d of hePedud Y±Y!) I) 039

Thc accompanying notes art an integral part of ıhese Fınancial statcmcnts.
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CONVENİENCE TRANSLATİON OF PUBLICLY ANNOUNCED
UNCONSOLİDATED FINANCİAL STATEMENTS ORIGİNALLY ISSUED
İN TURKISH, SEE NOTE 1 OF SECTION THREE

PASHA YATİRIM BANKASI A.Ş.
NOTES TO UNCONSOLIDATED FINANCİAL STATEMENTS
AT 30 JUNE 2016
(Amounts are cxprcsscd in thousands of Turkish Lira (TL) unlcss othcnise stated.)

SECTION THREE

EXPLANATIONS ON ACCOUNTİNC POLICIES

BASIS OF PRESENTATION

a. The unconsolidated financial staternenis are prepared in accordance with the “Regulation on
the Principles and Procedures Regarding Banks’ Accounting Applications and Safeguarding
of Documents”:

The uneonsolidated financial statements are prepared within the scope of the “Regulation on Accounting
Applications for Banks and Safeguarding of Docııments” related with Banking Acı numbered 5411
published in the Offıcial Gazette no.26333 dated 1 November 2006 and in accordance with the
regulations, communiqus, interprelations and legislations relaled lo accounting and fınancial reporting
principles published by the Banking Regulation and Supervision Agency (BRSA”), and in case wlıere a
specific regulation k not made by BRSA, “Turkish Accounting Standards” (“TASS) and “Turkish
Financial Reporting Standards” (‘TFRS’) and related appendices and inlerpretations pul into effect by
Public Oversight Accounting and Auditing Standards Authority (“P0K’). The Format and content of the
publicly announced unconsolidated fınancial staternents and notes to these statements Iıave been prepared
in accordance witlı the •‘CommuniquĞ on Publiciy Announced Financial Staternents. Explanations and
Notes ta These Financial Statements” and Communiqu On Disclosures About Risk Management To Be
Announced To Public By Banks”and arnendments to Ihis Communiqu. The Bank mainlains its books in
Turkish Lira in aceordance with the Banking Act, Turkish Commercial Code and Turkish Tax Legislation.

The unconsolidated financial statements have been prepared in TL, under the historical cost convention
except for the flnancial assets and liabilities carried at fair value.

The preparation ofunconsolidated fınancial statements in conforrnity with TAS requires the use ofcertain
critical accounting estimates by the Bank management lo exercise itsjudgment on the assets and Iiabilities
of the balance sheet and contingent issues as of the balance sheet date. These estirnates, which include the
fair value calculations of financial instruments and impairments of fınancial assets are being reviewed
regularly and, wlıen necessary, suitable conections are made and the effects of these corrections are
reflected ta the income statement. Assumptions and estimates that are used in the preparation of the
accompanying fınancial statements are explained in the foliowing related disclosures.

The amendments of TAS and TFRS. effectiveness date is 1 Januan 2016. have no material impact on the
Bank’s accounting policies. fınancial position and performance. The amendments of TAS and TFRS,
except TFRS 9 Financial Instruments (20 1 Version) wiil have na impact on the accounting policies,
fınancial condition and performance of the Bank. The Bank assesses the impact of TFRS 9 Financial
Instruments standard.
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CONVENIENCE TRANSLATION OF PUBLİCLY ANNOUNCED
UNCONSOLIDATED FİNANCİAL STATEMENTS ORIGINALLY İSSUED
İN TURKISH, SEE NOTE 1 OF SECTİON TIIREE

PASHA YATIRIM BANKASI A.Ş.
NOTES TO UNCONSOLIDATED F[NANCIAL STATEMENTS
AT 30 JUNE 2016
(Arnounts are expressed in thousands of iurkish Lira (fL) unlcss othen%ise siated.)

EXPLANATIONS ON ACCOUNTLNG POLICIES (Continued)

ii. The accounting policies and valuation principles applied in the preparation of these fınancial
statements and valuation principles:

The accounting policies and valuation principles applied in the preparation of unconsolidated financial
statements, are determined and applied in aceordance with regulations, cornmııniqus, explanations and
circulars on accounting and fınancial reporting principles published by the BRSA, and in case where there
is no special regıılation made by the BRSA, in accordance wiih principles in the context of TAS and
TFRS, are consistent witlı the accounting policies applied in the annual financial statements of the year
ended 31 Decernber 2015. Aforementioned accoıınting policies and valuation principles are explained in
be Iow.

e. Explanation for eonvenienec translation into English:

The efrecıs of differences between accounting principles and standards sel out by regulations in conformity with
BRSA Accounting and Reporting Legislation) and Turkish Accounting Standard 34 “Interim Financial Reporting”
except for the mauers regulated by BRSA Legislation. accounting principles generally accepted in countries in
which the accompanying unconsolidated fınancial statements are to be distributed and international Financial
Reporting Standards (IFRS”) have not been quantified in the accompaning unconsolidated fınancial slaternenls.
Aceordingiy. the accornpanying unconsolidated financial staternenis are not intended to preseni the fınancial
position. results of operations and changes in fınancial position and cash flows in accordance with the accounting
principles generally accepted in such countries and IFRS.

Il. EXPLANATJONS ON STRATEGY OF USING FİNANCIAL INSTRUMENTS AND FOREİGN
CURRENCY TRANSACTİONS

The general strategy of the Bank of using linancial instruments is to sustain an optimal balance between
the yield of dıe instruments and their risks. The most important funding source of the Bank is internal
funding, in addition external funding inclııding funding from repo transactions and borrowing from
foreign financial institutions is utilised. Funds obtained from internal and external sources are invested in
high yield and quality fınancial assets and currency, interest rate and liquidity risks are being kept within
the limiis foiiowing the asset-Iiabilhy managernent sıraiegy. The cuneney. inlerest and Iiquidity risks of
on-balance sheet and off-balance sheet asseis and liabilides are managed in accordance with the risk Iirnits
accepted by the Bank and the related legal limits. Derivative instruments are mainly utilised for Iiquidity
needs and for mitigating currency and interest rate risks. The position of the Bank asa result of foreign
currency activities being held at minimum leveis and the exposed cunency risk is followed within ilie
determined ievels by the Board of Directors by considering the Iimits giyen by the Banking Law.

Foreign currency denominated monetary assets and liabilities are translated with the Bank’s foreign
currency bid rates prevailing at dıe balance sheet date, Gains and losses arising frorn suclı valuations are
recognised in the income statement under the account of “Foreign exchange gains or losses’.
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CONVENIENCE TRANSLATİON OF PUBLICLY ANNOUNCED
UNCONSOLIDATED FINANCIAL STATEMENTS ORIGINALLY ISSUED
İN TURKISH, SEE NOTE t OF SECTİON THREE

PASHA YATIRIM BANKASI A.Ş.
NOTES TO UNCONSOLIDATED FINANCİAL STATEMENTS
AT 30 JUNE 2016
(Amounts are eprcsscd in thousands of Turkish Lira (“IL”) unless otlıenv ise stated.)

EXPLANATIONS ON ACCOUNTING POLICIES (Continued)

İli. EXPLANATIONS ON FORWARD TRANSACTIONS, OPTİONS AND DERIVATIVE
INSTRUMENTS

The Bank does not have any embedded derivative instruments.

Derivative instrunıents are elassifled either as “Hedging Derivalive Financial Jnstruments” or “Tradiııg
Derivative Financial Instruments” in accordance with the “Turkish Accounting Standard for Financial
Instrııments: Recognition and Measurement (“TAS 39”)”. Certain derivative lransactions, even thoııgh
they provide effective econoınic hedges under the Bank’s risk management position, do not qualify for
hedge accounling under the speciflc rules in TAS 39 and are therefore treated as tinancial assels at fair
value lhrouglı profit or loss”.

Derivative instruments are measured at fair value on initial recognition and subsequently remeasured al
their fair values. If the fair value of derivative financial instruments 15 positive. it 15 disclosed under the
main account “Financial assets al fair valııe through profıt or loss” in “Trading derivative önancial
instruments” and iflhe fair value difference is negative. it is disclosed under “Trading derivalive financial
liabilities”. The fair values of the derivative financial instmmenls are calcLılaled bv using quoted market
prices ur by using discounled cash flow modeis. Liabilities and receivables arising from the derivative
inslrurnenis are followed in the off-balance sheet accounts frorn their contraclnal values.

IV. EXPLANATIONS ON INTEREST INCOME AND EXPENSE

Interest income and expenses are recognised in the income statement on an accrual basis. The Bank ceases
accruing interest income on non-performing loans and, any interest income accruals from sııch loans are
being reversed and no income is accounted ııntil the colleclion is made. OnIy cash collections regarding
non-performing loans are recorded as interest income.

V. EXPLANATİONS ON FEE AND COMMISSİON INCOME AND EXPENSE

AH fees and commissions income/expenses are recognised on an accrual basis. excepı for cedain
commission income and fees from various banking senices which are recorded as income at the time of
collection.

Fees and commissions expenses paid to the other institutions regarding financial liabilities are considered
a component of interest expense of the related funding and are recognised as transaction costs and
recorded as expense in the slalement of profit and loss.

Contraci-based fees or fees received in relurn for senices sııch as the purehase and sale of assels on behalf
ofa third ur legal person are recognised as income al the time ofcollection.
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CONVENIENCE TRANSLATION OF PUBLICLY ANNOUNCED
UNCONSOLIDATED FINANCIAL STATEMENTS ORIGINALLY ISSUED
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EXPLANATIONS ON ACCOLNTING POLICİES (Continued)

Vi. EXPLANATIONS ON FINANCİAL ASSETS

The Bank classifles and accounts its financial assets as “Fair value through profit or Ioss”, “Available
for-sale”, “Loans and receivables” or “Held-to-maturity”. Sales and pLırchases of the financial assets
mentioned above are recognised at the “settiement dates”. The appropriate ciassification of financial
assets of the Bank is determined at the time of purchase by the Bank management, taking into
consideration the purpose of holding the investment.

a. Financial assets at fair valuc through profit or loss:

Financial assets are ciassifled either as “Financial assets at [air value througlı profit or loss’ or
•trading fınancial assets”.

Trading fınancial assets are either acquired for generating profıt from short-terrn fluctuations in the
price or dealers margin, or are the fınancial assets included illa portfolio in which a pattern ofshort
term profit making exists independent from the acquisition purpose.

Sales and purchases of trading financial assets are recognised at the “settlement dates”. Trading
financial assets are initiallv recognised nt fair value plus transactions costs and are subsequently
re-measured at their [air value. AlI gains and losses arising from tlıese evaluations are recognised in
the income statement. Interest earned while holding fınancial assets is reported as interest incorne
and dividends received are included separately in dividend income.

Derivative fınancial instruments are treated as trading fınancial assets unless they are not desigaated
as hedge instruments. The principles regarding the accounting ofderivative fınancial instruments are
explained in detail in related section.

b. Available-for-sale financial asscts:

Available-for-sale fınancial assets are defıned as fınancial assets other than the ones ciassifled as
“Loans and receivables”, “Held-to-maturity assets” or “Financial asset at fair valııe througlı profıt or
loss”.

Government bonds included in the available-for-sale fınancial assets are subsequently re-measured
at fair value. Unrealised gains and losses” arising from changes in the fair valtıe of fınancial assets
classifıed as available-for-sale are recognised in the shareholders’ equity as “Marketable Securities
Valuation Reserve”, until there is a permanent decline in the fair values of such assets or tlıey are
disposed of. When these fınancial assets are disposed ofor impaired. the related fair value differences
accumulated in the shareholders’ equity are transfened to the income statement.

Available-for-sale equity securities that have a quoted market price in an active market and whose
fair values can be reliably measured are carried at fair value. Available-for-sale equity securities that
do not have a quoted market price in an active market and whose fair values cannot be reliably
measured are carried nt cost, Iess provision for impairment.
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EXPLANATİONS ON ACCOUNTING POLİCIES (Continucd)

c. Loans and receivables:

Loans and receivables are financial assets which are created by providing money, services or goods
tü a debtor. Loans and receivables originated by the Bank are carried initialiy at cost and subsequently
recognised nt the arnodised cost value calculated using the effective interest method. The expenses
incurred for the asseis received as collateral are not considered as transaction costs and are recognised
in the expense accounts.

The Bank provides general and speciFıc provisions based ün the assessments and estimates of the
management. by considering the “Cornmuniqu Related tü Principles and Procedures ün Determining
the Qualiflcations of Banks’ Loans and Other Receivables and the Provision for Tlıese Loans and
Other Receivables” pııblished in the Offlcial Gazelle No. 26333 dated 1 November 2006. Apart from
specifıc provisions, the Bank has general ban loss provision within the scope of the stated
regulations.

Vİİ. EXPLANATIONS ON İMPAİRMENT OF FİNANCİAL ASSETS

The Bank assesses at each balance sheet date whether İhere k objective evidence that a fınancial asset or
a group of fınancial assets is impaired. Where the estimated recoverable amount of the flnancial asset.
being the present value of the expected future cash flows discounted based on the effective interest
method. or the fair value ifone exists is lower than its carning value. then it is concluded that the asset
under consideration k impaired. A provision is made for the diminution in value of ilie impaired fınancial
asset and it is charged against the income for the year.

VIIİ.EXPLANATİONS ON OFFSETTING FINANCİAL ASSETS

Financial asseis and Iiabilities are offset and the net amount is reported in the balance sheet when the
Bank has a legallv enforceable right to offset the recognised amounts and there is an intention tü
collectipay related fınancial assets and liabilities ona net basis, or tü realise the asset and settbe the biability
s 1m ultaneously.

İX. EXPLANATİONS ON SALES AND REPURCIIASE AGREEMENTS AND SECURİTIES
LENDING TRANSACTİONS

Securities subject tü repurchase agreernents (“Repo”) are classifıed as •financial assets at fair vaiue
through proflı or loss”. Available-for-sale” and “Held-to-maturity” according tü the investment purposes
of the Bank and measured according tü the ponfolio tü which the’ belong. Funds übtained from
reptırchase agreements are accounted under “Funds Provided under Repurchase Agreements” in liabilities
and the difference between the sale and repurchase price is accrued over the life of repurchase agreements
using the efTecrive interest method.

Funds giyen against securities purchased under agreements (“Reverse repo”) tü resell are accounted under
‘Receivables from Reverse Repurchase Agreements” on the balance sheet. The difference between the
purchase and determined reseil price is accrued over the life of repurchase agreements using the “effective
interest method”.
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EXPLANATIONS ON ACCOUNTING POLICİES (Continued)

X. EXPLANATIONS ON ASSETS HELD FOR RESALE AND FIXED ASSETS FROM
DİSCONTINUED OPERATIONS AND LIABILITIES RELATED WITH THESE ASSETS

According to TFRS 5, non-current asset classifled as heid for sale (or group of assets to be disposed) is
measured by the lowest of book value or sales costs discounted fair value. An asset to be heid For sale
asset (or group of assets 10 be disposed) it is necessarv that, the related asset has to be commoniy seen on
the sales ofıhese kind ofsales assets, it could be easily immediately sold in the frame of usual conditions
and it has to have high sales probability. For the high sales probability. there has to be a plan regarding
the sales ofasset made by the appropriate management level and by the determination ofbııyers there has
to be an active program started regarding ta completion of the plan.

Assets held-for-resale consist of tangible assets that vere acquired due to non-performing receivables,
and are accounted in the financial statements in accordance with the “Communiqud Regarding İlie
Principles and Procedures for the Disposais ofimmovable and Commodities Acquired due İo Receivables
and for Trading of Precious Metal” published in the omcial Gazetİe dated
1 November 2006, No. 26333.

A discontinued operation is a part classifled as discarded or lıeld For sales by the bank. Results regarding
to discontinııe operations are presented individııally in income statement.

The Bank has no discontinued operations.

XI. EXPLANATIONS ON GOODWILL AND OTHER INTANCIBLE ASSETS

Intangible assets are measured at cost on initial recognition and any directly auributable costs of setting
the asset to work for its intended ise are included in the initial measurement. Subsequently, irnangible
asseis are carried nt historical costs after the deduction of accumulated amortization and the provision for
value decreases. ifany.

Intangibles are amortised over their estimated useful lives of three to five years using the straight-line
method. The useful life of the asset is determined by assessing the expected useful life of the asset,
technical, technological and other kinds of obsolescence and alI required maintenance expenses necessary
to utilise the economic benefıt of the assets.

The Bank expects no change with respect to accounting estimates. amoflization period, amortization
method. or residual value İhat wiil have significant impact on the current or the following periods.

Computer software development expenses ıhat add to the economic benefit and extend the useful life of
the software are capitalised. These expenses are amortised over the remaining useful life of the related
intangible asset using “the straight-line method”.
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EXPLANATIONS ON ACCOUNTING POLİCİES (Continued)

XII. EXPLANATJONS ON PROPERTY AND EQUIPMENT

Property and equiprnent is measured at its cost when initialiy recognised and any directiy attributable
costs of selling the asset in working order for its intended use are included in the initial rneasurernent.
Subsequentiy, property and equipment are carried at cost Iess accumulated depreciation and provision for
value decrease, if any. Depreciation is calculated over the cost of property and equipment using the
straiglıt-line method. The depreciation rates are stated below:

Offlce rnachine, furniture, Ieasehold irnproveınents and vehicles 3-10 years

The depreciation clıarge for iterns remaining in property and equipment for less than an accounting periad
at the balance sheet date is calculated in proportion to the period the kem remained in property and
equipment.

Where the carn’ing amount of an asset is greater ihan its estimated “recoverable amount”, it is written
down immediateiy to its recoverabIe amount” and the provision for the diminution in valııe is charged
to the income statement.

Propeıt’ and equipmern are not subject to valuation such that fair value k presented in the financial
statements.

Gains and losses on the disposal of property and equipment are determined by deducting the net book
value of the property and equipment fronı its sales revenue.

Expenditures for the regular repair and maintenanee of property and equipment are recognised as expense.
The capital expenditures made in order to increase the capacity of the tangible asset or to increase its
future beneflts are capitalised on the cost of the tangible asset. The capital expenditures include the cost
components which are used either to increase the useful life or the capacity of the asset, or the quality of
the product or ta decrease the costs.

There is na pledge, mortgage or commitment on the Bank’s property and equipments.

The Bank expects na change with respect to accounting estimates that have signiflcant impact on the
current period or may have signiflcant impact on the following periods.

XIILEXPLANATIONS ON LEASING TRANSACTIONS

Assets acquired under finance lease agreements are capitalised at the inception of the lease at the lower
of the fair value of the leased asset or the present value of the amount of cash consideration giyen for the
leased asset”. Leased assets are included in the property and equipment and depreciation is charged on a
stmight-Iine basis over the useful life of these assets. Ifthere is any diminution in value of the leased asset,
a “Provision for value decrease” is recognised. Liabilities arising from the leasing transactions are
included in “Financial Lease Pavables” on the balance sheet. Interest and foreign exchange expenses
regarding lease transactions are charged to the income statement.

Operating Lease

Leases, in which the majority of risk and return of property belongs to lessor, are classifıed as operational
lease. Payments that are made under operational leases, are accounted in income statements on a straight
line basis during the kase period.
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XİV. EXPLANATIONS ON PROVISİONS AND CONTİNGENT COMMİTMENTS

Provisions and contingent Iiabilities except for the financial instruments within the scope of the TAS 39
or the provisions recognised in accordaııce wiih the TAS 12 and TAS 19 are accounted in accordance
with the “Turkish Accounting Standard for Provisions, Contingent Liabilitles and Contingent Assets”
(“TAS 37”).

Provisions are recognised when the Bank has a present legal or constrııctive obligation asa result of past
events, it is probable tlıat an outflow ofresources embodying economic beneFıts will be required to settle
the obligation, and a reliable estimate of the amount of the obligation can be made. The provision for
coııtingent liabihities arising frorn past events should be recognised in the same period of occurrence in
aceordance with the “Matching principle”. When the amount of the obligation cannot be estimated and
there is no possibility of an outflow of resources from the Bank, it is considered that a “Contingenf’
Iiability exists and it k diselosed in the related notes to the fınancial statements.

XV. EXPLANATIONS ON OBLIGATİONS RELATED TO EMPLOYEE RIGHTS

Obligations related to emploee termination and vacation rights are accounted for in accordance wiıh
“Turkish Accounting Srandard for Employee Rights” (“TAS 19”) and are classified ıınder “Resene for
Employee Riglıts” account in the balance sheet. Under the Turkish Labour Law. the Bank 15 required to
pay a specifıc amount to the employees who have retired or whose employment k terminated other than
the reasons specifıed in the Turkish Labour Law. The reserve for employment tennination beneflts
represents Ihe present value of the estimated total reserve for the future probable obligation of the Bank
arising from this liability.

According to TAS 19 that is revised by Public Oversight Accounting and Auditing Standards Authority
with the Cornmunique published in Offıcial Gazene on 12 March 2013 numbered 28585, in the calculation
of the employrnent termination benefıt liabilities of the Bank, the recognition option of the aetuarial gains
and losses derived from the changes in actuarial assurnptions or the differences between actuarial
assumptions and realizations in the income statement has been eliminated which is effective for annual
periods beginning on or afler 1 Januaıy 2013. The earlier apphication of the revision is permitted in the
section of the transition and effective date of the standard and therefore the Bank has recognised the
actuarial gains and losses that occur in related reporting periods in the “Statement of Income and Expense
ltems Accounted in Equity’ and represented in the Prior Periods’ Income/ (Loss) item in the Shareholders
Equity section.
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EXPLANATIONS ON ACCOUNTING POLICİES (Continucd)

XVI. EXPLANATIONS ON TAXAT[ON

a. Current Tax:

Many clauses of Corporate Tax Law No. 5520 (‘Tax Law”) which are valid starting from
1 January 2006. vere taken into effect after being pubiished in the ornciaı Gazetle dated
21 September 2006 No. 26205. According to the Tax Law. the corpomte tax rate in Turkev is payabic
at the rate of 20% since 1 Januan’ 2006. The corporate tax rate is calcuiated on the total income of
the Bank after adjusting for certain disallowable expenses, exempt income (such as capital gains
derived from the sale ofequity investrnents) and otheraliowances. No further tax k payable unless
the profit is distributed.

Dividends paid to non-resident corporations, which have a place of business in Turkey or to resident
corporations are not subject to withholding tax. Otherwise, dividends paid are subject to withholding
tax aL the rate of 15%. An increase in capital via issuing bonus shares is not considered as profit
distribution and thus does not incur withholding tax.

Corporations are required to pay advance corporate tax quarterly ata rate of 20% on their corporate
incorne. Advance tax is deciared by the l4th and paid by the l7th day of the second month following
each calendar quarter end. Advance tax paid by corporations which is for the current period is
credited against the annual corporation tax calculated on their annual corporate incorne in the
following year. Despite the offset. if İhere k temporaıy prepaid İax remaining, İhis balance can be
refunded or used to offset any other fınancial Iiabilities to the government.

A 75% portion of the capital gains derived frorn the sale of equity investments and immovable
properties heid for at least two years is tax exempt, ifsuch gains are added to paid-in capital or heid
in a special account under shareholder’s equitv for Fıve years.

Under the Turkish Corporate Tax Law, losses can be carried forward to offset against future taxable
income for tıp to five years. Losses cannot be carried back to offset proflts from previous periods.

in Turkey, there is no procedure for a final and defınitive agreemeııt on tax assessments. Tax returns
are required to be fılled and dehivered to the related tax offıce until the evening of the 25th of the
fourth month following the balance sheet date. Tax returns are open for fıve years from the beginning
of the year folhowing the date of fıling during which period the tax authorities have the right to audit
tax returns, and the related accounting records on which they are based, and may issue re-assessments
based on their findings.

b. Deferred Tax:

The Bank caiculates and accounts for deferred income taxes for ali temporary differences arising
between the tax bases of assets and Iiabilities and their canying amounts in these fınancial staternents
in accordance with “Turkish Accounting Standard for İncome Taxes” (“TAS 12”). in the deferred
tax calculation. the enacted tax rate, in accordance with the tax legislation. is used as of the balance
sheet date.

Deferred tax liabilities are recognized for ali resulting temporary differences whereas deferred tax
assets resuhing from temporary differences are recognized to the extent that it is probable that future
taxable profıt wiil be available againsi which the deferred İax assets can be utilized.

The calcuiated deferred tax asset and deferred tax liability are presented as net in these fınancial
statements.
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EXPLANATIONS ON ACCOUNTING POLİCİES (Continued)

c. Transfer Pricing:

The article 13 of the Corporate Tax Law describes the issue of transfer pricing under the title
oP’Disguised profit distribution” by vay of transfer pricing. “The General Comrnııniqu on
DisguisedProflt Distribution by Way of Transfer Pricing” explains the application relaled issues on
this matter.

According to this Comrnuniqu The Bank is required to fili out Traıısfer Pricing form, ifthe taxpayers
conducı transactions like purchase and sale of goods or services witlı the related partles as vell as
the methodology of the transfer pricing.

XVII. EXPLANATİONS ON BORROWİNGS

Tnding and derivative financial liabilities are vaiued with tiıeir fair values aııd the other financial
liabilities are carried al “amortised cost” using the effective interest method.

The Bank utilises various heding techniques rn minirnise the cuneııcy. interesi rate and liquiditv risks of
its financial hiabilities.

XVIİI. EXPLANATIONS ON ISSUANCE OF SHARES CERTIFICATES

Transaction cosis regarding the issuance of share ceitificates are accounted under shareholders’ equity
after elirninating the tax effects. Dividend payments are determined by the General Assembly of Bank.

The Bank has not issued any share certificates.

No dividend payrnents were announced after the balance sheet date.

XIX. EXPLANATIONS ON AVALIZED DRAFTS AND ACCEPTANCES

Avalized drafts and acceptances shown as liabilities against assets are inciuded in the “Off-balance siıeet
commitments”. The Bank has no avalized drafts and acceptances shown as liabilities against assets.

XX. EXPLANATIONS ON GOVERNMENT GRANTS

As of 30 June 2016 and 31 December 2015, the Bank has no govemment grants.

XXI.EXPLANATIONS ON PROFIT RESERVES AND PROFIT DISTRİBUTİON

Retained earnings as per the statutory financial statements other than legal resen’es are available for
distribution, subject to the legal resen’e requirernenz refened to below. Under the Turkish Commercial
Code (“TCC”) the legal resenes are composed of first and second reserves. The TCC requires first
reserves to be 5% of the profit until the total reserve is equal to 20% of issued and fully paid-in share
capital. Second reserves are required to be 10% of alI cash profit distributions that are in excess of 5% of
the issued and fuhiy paid-in share capital. However holding companies are exempt from this apphication.
According to the Turkish Commercial Code, legal reserves can only be used to compensate accumulated
losses and cannot be used for other purposes unless they exceed 50% of paid-in capital.
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EXPLANATIONS ON ACCOUNTING POLICİES (Continued)

XXII. EXPLANATIONS ON EARNINGS PER SHARE

Earnings per share are calculated by dividing net profit for the year to the weighted average number of
shares outstanding during the period concerned. Earnings per share disclosed in the income statemeni are
calculated by dividing net profıt for the year to the weighted average capital outstanding during the period
concerned.

in Turkey, companies can increase their share capital by making a pro-rata distribution ofshares (“bonus
shares”) to existing shareholders from retained eamings. For the purpose of eamings per slıare
computations. the weighted average number of shares outstanding during the year has been adjusted in
respect to bonus shares issued withoııt a corresponding ehange in resources by giving thern a retroactive
effect for the year in which the sere issued and for each earlier period. \Vhere the number of outstanding
shares increase due to distribution of bonus shares afler the balance sheet date but before the release of
the financial statements, earnings per share computations are performed based on the revised average
number of shares.

XXIII. EXPLANATIONS ON RELATED PARTIES

Panies defıned in Article 49 of the Banking Law No.541 t, Bank’s senior management and Board
Members are deerned as related parties. Transactions regarding related parties are presented in Section
Five.

XXIV. EXPLANATIONS ON CASU AND CASH EQUIVALENTS

For the purposes of the preparation of staternent of cash flows, “Cash” ineludes cash, effectives, and cash
in transit, purclıased cheques and demand deposits including balances with the Central Bank; and “Cash
equivalents” include interbank money market placements and time deposits at banks wiih original
maturity periods of Iess than three rnonths.

XXV. EXPLANATİONS ON SEGMENT REPORTİNG

Information on operational fıelds which are determined in accordance with the Rank’s organisational and
intemal reporıing siructure and the requirements of “Turkish Accounting Standards on Segment
Reporting” (“TAS 8”) is disclosed in Section Four.

XXVI. RECLASSIF1CATIONS

in order to consistentwith the presentation of fınancial statements dated 30 Jııne 2016, there are cerıain
reclassifıcations made on statement of income and expense items accounted in equity table.

XXVII.EXPLANATIONS ON OTHER MATTERS

None.
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SECTİON FOUR

INFORMATION RELATED TO UNCONSOLIDATED FİNANCİAL POSİTİON AND RİSK
MANAGEMENT

İ. İNFORMATİON AHOUT SHAREHOLDERS’ EQUITY ITEMS

Equily Capital amount and capital adequacy siandard ratlo is calculated in accordance with the “Regulation on
Measurernent and Assessment of Capital AdeqLıacy Ratios of Banks” and Regulation on Equities of Banks”.

The ctınent period equity amount of the Bank is TL 240,050 while its capital adequacy srandard ratio 1566.49% as
ofiune 30.2016. Calculations of December 31, 2015 have been made in the frarnework ofrepealed regulations and
equity amount is TL 232.480 while the capital adequacy standard ratio is 91.75%. The capital adequacy ratio of the
Bank k far beyond the minimum rate determined by the related legislation.

Amounts

Subject to

1’ re- B as el!

111

treatmentj

Curreot (Hefore the

Period JJ%OI4) j
CONIMON EQUITY TIER 1 CAPITAL

Paid-up Capital
255000

Sharc iSSUL’ premıums
-

ketained eamings
324

\ccumula(ed other comprehensive income and other diselosed reserves which defıned in the Türk ish Accounting

Standards

Profıt

Ne protit of the period
6.625

Profıt of (hc prcvious years

;harcs acquired free of chargc from subsidiaries. affıliates and jointly controlled panncrships and cannot be rccognise
vithin profıt for the period

:ommon Equity Tier 1 capital before regulatory adjustments
261.946

Common Equity Tier 1 capital: regulntory adjustments

Pmdential valuation adjustmenls

rhe suni of the net Ioss for the current period and the prcvious years which could not be absorbed by the retained
arnings and losses recognised in eguity in accordancc with TAS 24.690
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INFORMATİON RELATED TO UNCONSOLIDATED FINANCİAL POSITİON AND
RİSK MANAGEMENT (Continucd)

Improvement costs for operating leasing 23

3oodiII (net of related ta’ liabilitv)

]ther intangihles other Ihan mongage-ser\iein2 rights (net ofrelaled las liabiliiy)
319 588

Jeferred tax assets ıhat reiv on future profıtahilitv excluding those arising from Iemporary dilkrcnces (net of relatec
ax liabiliıy)

:ash-nov hedge reser’ e

Shortfall of provisions to expected losses -

Securitisation gam on sale -

3ains and losses due to changes in own crediı risk on fair alued Iiahilities -

Defıned-henefıt pension fund net assets -

Investments in own shares

:redits e\tended contran to the fouh paragraph of Articles 56 of the Banking Law

Investments in the capital of hanking. linancial and insurance entities that are cutside the scope of regulaton
:onsolidadon. net of eligihle short positions. where the hank does not oun more than 10% of the issued share capital
amount above 10% threshold) -

Signifıcant investrnents in the common stock of banking. fınancial and insurance entities that a outside the scope ol
tgulaton consolidation. net of ehgible short positions (amount above 10% thrcshold) -

Mongage senicing rights (amount above 10% flırcshold)

Jeferred tas assets arising from temporan difterences (amount above 10% threshold. net of related tas Iiabilitv)

mountexceeding the I5%threshold (as set out in the paraemph 2 ofthe Proıisional Aniclc 2 of the Regulation on
Banks Own Funds)

ofwhich: signiflcanı invesırncnıs in the common stock offınancials

ofuhich: mongage sen icing rights

ofwhich: deferred tas assets arising from temporary difterences

‘ationaI specitic regulatory adjustments which shall be determined by the Board -

Regulaton adjustments applied lo Common Equity Tier 1 duc to insuflicient Additional Tier 1 and Tier 2 10 COVCI

leductions

fotal regulatory adjustments to Common cquity Ticr 1
zI32

Common Equity Tier 1 capital (CETI)
236.817

ADDITIONAL TIER 1 CAPITAL -

Prefl’ered shares that are not included in Common Equity Tier 1 capital and related shares issue premiums -

Eligible capital instruments and relevant share issue premiums Ihat are approved by the Ageney -

Eligible capital instruments and relevant share issue premiums that are approved hy the Agency (For the purposes ol
hc Provisional Article 4 of the Regulation on Banks’ Own Funds)
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PASHA YATIRIM BANKASI A.Ş.
NOTES TO UNCONSOLİDATED FINANCİAL STATEMENTS
AT 30 JUNE 2016
(Amounts are expresscd in ıhousands of Turkish Lira rTL) unless otherwise staıed.)

INFORMATİON RELATED TO UNCONSOLIDATED FİNANCİAL POSİTİON AND
RİSK MANAGEMENT (Continued)

Xddjtional Tier t capital before regulatory adjustments

Additional Tier 1 capital: regulaturv adjustments

nvestments in ovn Additional ter 1 instmments

Reciprocal cross-holdings in Addilional 11cr 1 inslruments

Investments in the capital of hanking. fınancial and insurance enlilics thal are outside the seope of regulaıoı3
:onsolidaıion. nel of eligihle short positions. where the hank does not o’sn more ıhan 10% of the issued common share
apital of the entity (amounı above 0% threshold)

Signilicant investmenıs in the capital of banking. fınancial and insurance cntities that are outside the seope of
eguIato consolidution (net of eligible short positions)

ttional specilic regulatory adjustments which shall be determined by the floard -

Regulatory Adjustmcnts whiclı wiil be deducted from Tier 1 capital during the transition period 280

3oodwill and other intangible assets and related deferred tax liabilities which wili not deducted from Common Eguity
rier 1 capital for the pumoses of the first suh-paragraph of the Provisional Aflıcle 2 of the Regulation on Banks’ Own
Funds (-) 280

Net deferred tax asset/liability which is not deducted from Common Eguity 11cr 1 capital for the purposes of the sub
ıaragraph_of the Provisional AflicJe 2 of the_Regulation_on Danks On Funds_(.1

Regulatory adjustments applied to Additional Tier 1 due to insuffıeient 11cr 2 to cover deductions

[ataK regulatary adjustmcnts ta Additional Tier 1 capital

[ataK Additional Ticr t capital -

bini Tier 1 capital (Ticr 1 capital = Common Equitv Tier t capital + Additional ter K capital)

TIER 2 CAPITAL

ligihIe capital insırurnenıs and relevant share issue premiums thaı are approcd by the Ageney -

Eligible capital instruments and relevant share issue premiums that are approved by the Agency (For the purposes ol
hc ProisionaI Articlc 4 of the Regulation on Banks O’sn Funds) -

Provisions
353

Her 2 capital before rcgıılatory adjustments
3.513

Tier 2 capital: regulatory adjustments

Investments in oun Ticr 2 insıruments -

Reciprocal cross-holdings in 11cr 2 instruments -

Invcstments in the eapiıal of banking. linancial and insurance enliıies thaı are outsidc the seope of regulato
:onsolidation. net of eligihle short positions. where the hank does not on more than 10% of the issued common share
:apital of the entity (amount above the 10% threshold) (.) -
Signifıcant investrnents in the eapital banking. fınancial and insurance entities that are outside the scope of regulatoiy
:onsolidation (net of eligible short positions) (-)
‘Jational specifıe regulatoıy adjustments whieh shall be determined by the Board

fotal regulatory adjustments ta Tier 2 capital
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(Amounls are c\prcssed in ıhousands ofTurk-ish Lira (TL’) unless othcn%ise stated.)

İNFORMATİON RELATED TO UNCONSOLATED FINANCİAL POSITİON AND
RİSK MANAGEMENT (Continued)

Fotal Tier 2 capital 3.513

fotal Capital (The sum of ter 1 capital and ter 2 capital)
210.050

The Suni ofTier 1 Capital and Tier 2 Capital (Total Capital)

redits extendcd contran tü the provisions of Aflicles 50 and 51 of the banking Law -

Ponion of the sum of the banks real estale net hook valucs. shich is in eNCeSS of flfty per cent oftheirown funds and
ıet book alues of those of merehandise and real estate which have to be acquired due ıo their receivables and disposed
fpursuantto Aniçle 57 of the Banking Law, which cannot be disposed of despite the lapse ofa period of ftve >ears
ince the date ofsuch acguisition -

ğational specific regulatory adjustments which shall be dekrmined by ıhe Board

Regulatory Adjustments which viIl be deducted from Total Capital during the transition period

Iovestments in the capital of hanking. financial and insuranee entities that are outside the seope of regulatory
onsolidation. net of eligible sho positions. where the hank does not own marc than 10% of the issued common share

:apital of the entity (amount ahove the 10% threshold) uhich ıvill not deducted from Common Eguity Tier 1 capital.
Additional Tier 1 capital. ter 2 capital for the purposes of the first suh-paragraph of the Provisional Article 2 of the
Regulatioo on Banks Own Funds (-) -
Signiflcant invesıments in the Mditional Tier 1 capiatl and Tier 2 capital of hanking. financial and insurance entities
hat are outside the scope of regulaton consolidation. net of eligible short positians (amount ahove 10% threshold)

vhich “ili not deduçted from Common Eguity Tier 1 capital. Additional Tier 1 capital. Tier 2 capital for the purposes
f the first sub-paragraph of tite Provisional Ağiclc 2 of the Regulation on Banks Own Funds (-) -
Sienifıcant investrncnts in Ihe common stock ofbaoking. financial and insurance entities that are outside the seope ol
:egulatory consolidation. net of eligihle shon positions(amount above 10% Ihreshold). mongage servieing right!
amount abo’e I0%threshold). deferred rnx asscts arising From temporan differences (amount ahove l0%threshold.
ıet of related tax Iiahilitv) hich iII not deducted from Common LguiI Tier 1 capilal for the purposes of the first
;ub-paragraph of the Provisional Artiele 2 of the Regulation on Banks O’..n Funds (-)

OVN FUNUS

fotal Capital (The sum of ter 1 capital and Tier 2 capital)
240.050

fotal Risk Weighted Assets
361.036

CAPITAL ADEQUACY RATİOS

:ommon Equit ter t Capital Adequacy Ratic <%)
65 sri

rıer 1 Capital Adequacv Ratio (%)
65.52%

:apitaı Adequeacv Ratio (%)
66.49%
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(Amounls are expressed in thoosands ofTurkish Lim CTL’) unless otheru ise stated.)

İNFORMATİON RELATED TO UNCONSOLİDATED FİNANCİAL POSİTİON AND RİSK
MANAGEMENT (Continued)

BUFFERS

lnstitution speciflc buflir requirement
.63%

ofwhich: capital conscnation huflirrequirement(%)
63%

ofwhich: hank specilic counıercvclical buffer requirement (%)

the ratio of Addilional Common Equity her 1 capital uhich “ili be calculated by the first paragraph of the AnicIc 4 ot
Regulalion on Capital Conservaıion and Countercyclical Capital bulters ta Risk Weighıed Assets (%) —

Amounts below the thresholds for deduction (before risk weighting)

‘4on-signilieant invesıments in the capital of other tinancials

Signilicant investments in the eommon stoek of fnancials

Mongaae servicing rights (net of related Iax Iiahility)

Deferred tax asseis arising from temporary differenees (net of related tax Iiahility)

Applicable caps on the inelusion of provisions in Tier 2 capital

Provisions ciigihic for inclusıon in Tier 2 in respect of exposures suhjcct to standardised apprnach (prior to applicalion ofcap) —

:ap on ınctusion of provisions in Tier 2 undcr standardised approaclı —

Pro’isions eli’ib)e for inciosion in Tier 2 in respcct of eposures suhject ta internal ratings-based approach (priorto application ofcap

:ap for inciosion of provisions in Tıer 2 under intemal mıings-based approatı

Capital instruments subject ta phase-out arrangements (oniy applicable between t jan 2018 and 1 Jan 2022 —

Current eap on Additional Tier 1 capital instruments whieh subject to phase otU arrangements in the Provisional Article
1 of the Regulation on Banks Oun Funds —

Amount excludcd from ATI due ta eap (exeess over cap after redcmptions and maturities) \%hich suhject ta Pro’.isional
kflicle 4 of the Rcuulation on Banks Own Funds —

:urrent aip on Tier 2 capital instruments \%hich suhject ta phase out anangements in the Provisional Article 4 of tht
Reutation on Banks Own Funds —

mounI excloded from T2 due tü cap texeess o\er cap afler redemptions and maturities) tshieh subjcct ta Provisionat
rlicIe 4 of the Reguhtion on flanks Otto Funds —

A ,nannls ni Iliis coloutni’ represt7lts ilie altininüs of iıe,ns iliar are sahjeçt Iv ira,isifıo,, provisians in accorda,we oHh t/rt IL’rnprvnırı .lrucles of
‘Regülattons rL’garding ıo changes on Regülation on Eqınıj of Banks’ and ıak’,, irna cons,deratson al t/re end of ıto “sit/on pracwss.
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INFORMATİON RELATED TO UNCONSOLİDATED FINANCİAL POSITİON AND RİSK
MANAGEMENT (Continued)

31 Drcemhrr
2015(1

COMMON EQUITY TIER 1 CAPiTAL
raid-ın capirni tü be Eniitled fr Compensrnıon afler Ali Creditors 155,000
Share prcmıum
Sharc cancellatıon profıt -
Lecal resen es 323
Income passd on to si,arehoidcrs’ t’quitv in accordencc wıth TAS
Profıt

Neı Income for currcnt period
Prıor peniid prof! -

Provısions for possible rısks
Donus sharns of Assncıaıes, Suhsidiaries and Joint-Vernures
Common Egoilv Ticr 1 Capital Before Dcductions 255.323
Dcdızclions Frnm Common Eguitv Ticr t Capital
Loss excess ofrcsenes and bas passed on to sharciıolders’ equıty in accordance ‘vıth TAS (-) 24,772
Leasehold imprnvcmcnts (-) 26
Goodu.ıIi and otlıer intangihle assets and relaied deferred tax lıahilıties (-1 468
Net dcfcrred Iax income/expense (.) 99
Shares noncompliant with aniclc 5614 oftlıc Law (-) -
Dircct or indirect investmcnts on Banka own Common Tier 1 Capital (-) -
Total net bong position exceedıng 10% of Bank’s Common Tier t capital. bebonging 10 inveslments on own funds of hanks and
fınanciai ınsiılutions that are not consolıdated, with a sbareholdıng of 10% and heiow
Tolal net tong positıon cxceedıng 10% of Banka Common Tıer t capital. hebonging tü invesıments on o”n fonda of hanks and
fınancıab ınstııutıons that am not consolidated, with a shareholding of t O’J and ahove
Rights ofprovidıng moogage SCRice exceedıng 10% of Common Ticr t capiiai (-) -
Deffcred la’ assets based on temporaıy dib1rences exceeding 10% of Comrnon Der capital (-1 -
Babances in aceordance with the lemporaıy aniclc 2/2 of Reguiatıon on Siıarehoiders’ Equity of Banks exceeding 15% of
Commtın Tier t capital (-)
Excess amoont arisıng from total net long position heiongıng tü incstments on Conıınon Tier Capitai of hanks and fınancıal
ınstıtuıions that am not consn!ıdaıed, wiih a shareho!ding above 10% -
Lcess amnunt arısıng from nghts nfprovıdıng morıgage servıce (-)
Lceess amount arısıng from deikred tas asscts hased on temporary dıllerences (-) -
Other ilcıns dcicrmıned by board (-)
Dcducıion arnoont from Common Tıcr 1 Capiıal in case ofshonage ofadditional Tier 1 capimi orsupplementan’ capilai t-)
Tolal Dedurtions From Common Eguitv Ticr 1 Capitul 25365
Tolal (‘ommon Eguiıv Tier ICapitül 229,959
ADDITIONAL TIER t CAPITAL
Premıums ofpriılege sisam capital not incbuded in Common Lquıt Ticr 1 capimi
Dehı insırumenıs hich is seen approprıale h corporation and premıurns in accordance iıIı Ihese inslrurnents (Issued after
1.12013)
Dcbt ınstrumcnts which 5 seen approprıale by corporation and prcmıums in accordance with Ihese inslnıments (Issued beftıre
1,1 2014)
Additional Ticr t Capital Defore Dedurtions -
Dedoctions From Additional Tier 1 Capital -
Dircct ur ındırcet ın’estments hich bmık provides for its’ on addıtıonai Tıer t capıcal (-)
10% ccccd pan of Common Tıer Icapital of bank from dıe sum of pannershıp share on hanks and fnancıal rnstitutıons that ara
not consobidated. ıth a sisareholding tass than 10% (-)
10% ccccd pan ofCommon Der t capital ofbank frans dıe sam ofpannershıp sisam on hanks and fınancial institutıons tisat ara
not consobıdated, sviilı a sharehniding of 10% and above (-t -
Olber tems determinad by bnard (-)
Deduclıon amounl ofaddıtinnal cnrc capıtal En CÜSC ofthere la not enough addııional cara capitat or supplementan capılal t-) -
Tolal Deductions From Additional Tier t Ctıpitul
Total Additionıd Ticr 1 Capilal -
Dedurtions From Tier 1 Capital
Non deducıed Common Tıer 1 capilal pan in accordance wıth defered ıax epensa and goodwill impainnent and oıher intangible
Fıed asseıs whıch Es in temporary articlc 2/1 ofRegulation ofSharegoldcrs’ Equity of Banka (-)
Non deduciad Common Tier 1 capiıai pan in accordance with net deferred tax ıncome/expense which is in temporaıy anicle 2/1 of
Regulation of Sharegoiders’ Eguitv of Banka. 1-) 149
Total Ticr 1 Capital 229,810
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INFORMATİON
MANAGEMENT (Continued)

Amounls Below Overrun Amonnts in Applied Rcducin rrocedurcs
Amoont generatıng from long position of rnvestments to shareholders’ equiiy and panncrslııp share on hanks and financial
instilotions Ihal am not consolıdated, with a shareholding Iess than 1 0 b
Amount generatıng from long position of ınvestments to shareholders’ equııy and pannership share on hanks and flnancıal
instilutıons ihal are not consolıdated, with a shareholding of 10% or ahovu
Amount generating from right of oltering mongage service
Amount cenerating from temporary dilTerences of deferred ineome ıax ıneome
( Tutu! capira! has been cakufated in accordance ırith the ‘‘Regıdarions regarduıg ‘ü chünges on Regıdaı,on on
£quig’ of Banks ‘‘ effectivefrwn dale 31 Match 2016. the inforination giyen in tim prior puriod cuhun,, has heen
cakıdaled pursu ani lofarmer regıdation.

b. Information about instruments (hat wili be included in Ustal capitol calculation:

None.

RELATED TO UNCONSOLIDATED FINANCİAL POSITİON AND RİSK

it Occt,mhcr 2015
SLPPLEMENTARV CAPITAL
Dcbt ınstrumenıs which is seen apprnpriaıe by corporation and prcmiums in accordance with thesc ınstnıments (Eponed afta
1 1 2013)
Debt ınsIrumenss hıeh it men apprnprızıe b corporation and premıums in aceordance “,ıh ıhcsc instnımenıs tLpond before

1 12014)
Nedeed snurces 10 bask from shawholders ‘hıch it used for share capıtal ıncreasıng ofbank
General Prnçısıons 2670
Sopplcmcnlan Capilal Urfore Deducrions 2,670

Deduclions From Supplemcntary CapiuI
Dırecı or indırecı ınvestmenls hich basık provides for its’ own supplementaı7 capılal (-)

0% exceed pan ofCommon Tıer 1 capiml ofbank from the suni ofpannerslııp share on hanks and Onancial ınsıituııons thaı
are not consolıdated, wıth a shareholding less than 0% (.)

0% eceed pan ofCommon Tier 1 capiml ofbank from the suni of pannershıp share on hanks and Fınancial ınsıitutınns ihat
are not consolıdated. wıth a shareholding of 10% and above (-)
OlIıer ‘tenis determined bv board t-)
Tolal Dcduclions From Suppltmenıary Capilal
Tolal Sııpplcmenıan’ Capilal 2,670

CAI’ITAL 232,381)
Lnans eıended heıng nonconiplianı witlı anicles 50 and 51 of the Law (.)
Net book values of propenies owned, eceedıng 50% of hanks’ equity and propenıes. and trade gonds nvenakcn in ciclıange for
bant and receıvahles tlıat shau!d k dısjwsed within içe vears in accordance tvids aıtıcle 57 ofthe üw. but not et dısposed (.)
lnestments tü bant extended ta hanks. financial ınstitulions (domestic and abroad) and qualıüd sharebobders, ıLe secondan
subordınated oan and deht ınstmrnenıs purchased from these ınstitutıons issued. lıke pdmary and sccondary suhordınated oan
()
Deductıon from equıtv in accordance “ııh nd anıcle of2otli hem in Regularıty of Measurement and Valuatıon ofCapıtal
AdeqLacv of Ranks (.)
Otlıer accounts deıennined by board (.)
Non deducted pan of comon equıtv tierl , addıtional core and supplemenurv capıtal in accordance ‘idı temporarv anicle 2/1 of
Regubation ofsiıaregolders’ Lquıt of Banks which it 10% exceed pan ofCommon her 1 capiıal ofhank from the suni of
pannershıp share on hanks and iinancıab institutiors that are not consobıdated. ‘itbı a sharehobdıng test than 0% (.)
Non deductcd pan of comon equitv deri. addit,onal core and supplemenian capital in occordance wiih ıemporary anıcle 211 of
Regulationofshxegolders’ Equit’ of Banks dnch it l0%exceedpart ofCommonTier 1 capıtal of bank fromthe sumof
pannershıp share on hanks and Onancial instıtut,ons that arc not consolidated. “ith a shareholdıng oF 0% ur ahove (-)
Non deducted pan ofcomon eqııits ııerl generadng from e’cee d amount generating frorn ınvestmcnts ta Common Tie, 1
capıtais ofpannership share on hanks and önjncıal instıtutıons that are nol consolıdated. wıth a sharcholdıng of 0% and above,
temporan dıtkrences of deferred ta.’ ıncome and dıe riııht ofoflirıng mongaae sen ıces espbained in the st and 2nd paragrapiıs
nflemporan’ anıcbc 2 of Regulation ofsharehobders’ Eguity ofBanks (-)
SIIAREIIOLI)ERS’ EOLTITV 232,380

382

382
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PASHA YATİRİM BANKASİ A.Ş.
NOTES TO UNCONSOLIDATED FİNANCİAL STATEMENTS
AT 30 JUNE 2016
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INFORMATİON RELATED TO UNCONSOLIDATED FINANCİAL POSİTİON AND RİSK
MANAGEMENT (Continued)

İİ. EXPLANATİONS ON CURRENCY RİSK

The Hanks foreign curenev position is managed within the Iimits set by hegislation and the Bank.
The basic principle in foreign curreııcy risk managernent is not to be exposed to currency risk.
Accordingly, the exchange-trading risk positions are not allocated to the limit. banking accounts as of the
currency by creating a matched asset-liability structure is aimed to provide natura! protection. The Bank
uses derivative financial instruments such as forward foreign exchange contracts and currency swaps for
hedging purposes in foreign cunency denorninated transactions.

Hanks rnethodology of digitising the foreign cnrrency position inchııdes the use ofstandard method when
calculating the capital adequacy ratio and application of iııternah stress tests/ sensitivity anaiysis.

The BanhCs publiciy announced foreign exchange bid rates as of the date of the financial staternents and
for the last five business days prior to İhat dale:

BiLl Rate 2.8 848

USD EURO

1. Bid rate 2.8936 3.2044
2. Bid rate 2.9130 3.2262
3. Bid rate 2.9365 3.2402
4. Bid rate 2.9266 3.2414
5. Bid rate 2.8799 3.2728

3 .2078

The simple arithmetic avemge of the Banks foreign exchange bid rates for the
the balance sheet dale:

last thiııy days preceding

Ariihmetic average - 30 days 2.91 78

By 31 December 2015; The Bank’s USD bid rate is 2.9181 and EUR bid mte is 3.1838.

USD
30 June 31 Deccmbcr 30 June 31 December

2016 2015 2016 2015

LURO

2.9177 3.2750 3.1770
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CONVENİENCE TRANSLATİON OF PUBLİCLY ANNOUNCED
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INFORMATİON RELATED 10 UNCONSOLİDATED FINANCİAL POSİTİON AND RİSK
MANAGEMENT (Continued)

İnformation on currency risk of the Bank:

The following table shows the foreign curency net general position of the bank on the basis of
foreign currencies. in accordance with GAAP, assets which are indexed to foreign cıınency are
shown on Fınancial statements as TL rather than foreign currencies.

Assets whiclı are indexed to foreign currency are considered as foreign currency item in calculation
of foreign currency net general position. in accordance wiih the “Regulation on Calculation and
irnpleınentation of Foreign currency net general position/equity standard rate by banks on
consohidated and non-consohidated basis”, ınarketable derivative financial assets, hedge derivative
fınancial asseis. deferred tax assel and paid in cash expenses in asseis; general provisions, deferred
tax liabihity. marketable derivative fınancial liabihities. lıedge derivative fınanciah hiabiiities and
equities in liabihities are taken inlo account in calcuiation of cxchange risk. Therefore. there are
differences between foreign currency assets and liabihities total inchuded in table behow and those
included in balance sheet. Actual foreign currency position of the Bank is shown in the table below
in fınancial and econornic context.
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INFORMATİON RELATED TO UNCONSOLİDATED FINANCİAL POSİTJON AND RİSK
MANAGEMENT (Continucd)

30 Ju ne 20 16
Assets -

Cash and Balances with The Central Rank of thej
RepuhlicofTurkey

—

Duc FromBanks 1
Financial Asseis atFa alue Trou£ Proflı or Loss] - - -.

Inlerbaniç Moneş Market Placemenis
Availahle.for-sak Financial Asscts
Loans()
In’.es;rncnıs in Associales. Subsidiaries and ioint
Ventures
l-IeId-to-maıurity Investments

-

l-Iedin Derivative FinancialAssets
TanibIe Asseis -

Intangible Assets — - —

Other Assets
Total Assets

________________________

Liabilitles

______________________

Baıık Deposits

_____________________________

Foreign Cuneney Deposiis
Funds From lnterbank Money Market . -

Funds Borrowed From Other Fjnonçjal lnstitutions 35.506 78.497 . 114.003
Marketable Secudties Issued

.

NflsceflaneousPayables
--

_____

He4jperivativeFinancialLiabiIides
--—-——-————..-——— --

Other Liabilities

_____________________________ ______

91 4 -ı
Total Liabilitles

_________________

35,597 -- 78.511! flMW8

- -
- 8,685 . i6.3sı

(6,4161
Financial Derivative Assets(”) . -

Financial Derivative Liabilities(’) 6,416 - . 6,416
Non—Cash Laans 24.258 30.349 2.512 57,119

31 December 2015
Tatil Assets 15.055 89.355 IO.234ı 114.643
Total Liabilities 6.409 75,171 -I 81.580
NctOn-ba!ancesheetPosiüon

—

Ş64 ‘M!1 ._.i92PAL__S
Net Off-balanceSheet Position 1 (8,438) L’filL. -- _:L. (26,822)

nanciaI DerivativeAssets
-

8437
-

Financial DerivativeLiabi!ities
-

l87Ş. - 18384[

______

Non-Cash Loans (“1 - 21.101 41.563 1,6661 67,330

7,666

q!L_.__._ (6316)

Net On-balance Sheet Position

EUR USD Other FC Total

3.725 .! 11.726
1.811 9.4131 -l 11.294

--:

413811 63.02L —İ 104.402

43.263
37

87,896
37

13 0,459

(9 Foreign xcIıançc lınked loıns amooniing la TL 8.130 (31 Deccmher 2015 TL Z.846) are alsa ncludd
(‘9 Fonvard and sw ap ıransactıons ineluded
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(Amounls are expressed in ıhousands ofTurkish Lira (‘TL”) unless oıheruise slated.)

İNFORMATİON RELATED TO UNCONSOLİDATED FINANCİAL POSITİON AND RİSK
MANAGEMENT (Continued)

111. EXPLANATİONS ON INTEREST RATE RİSK

Interest rate risk is the risk that expresses the effects of fluctuations in the market interest rales on the
value increase/decrease of the Bank’s interest rate sensitive assets and liabilities.

The interest rate sensitivity ofAsseıs. Liabilities and Off-balance sheet items is carefuliy followed up by
the treasuıy department of the Bank. Assets and Iiabilities which are sensitive to interest are managed in
such a wav that minimizes the interest risk.

The interest rate risk of the banking items is measured legaliy in accordance with the “Regulation on
Measurement and Assessment of Standard Shock Method on the interest rate risk arising from banking
accounts”, and this legal limit is monitored and reported monthly, based on this measurement.

Interest rate sensitivity of the Bank:
a. İnterest rate sensitivity of assets, liabilitles and off-balnnce slıect itcms based on repricing dates

(‘) Oıher macıs includcs mi sccll ancousrcccivableı angihic Asacıt inıanibIc Ass and non-inıcreis bcarın 3150(1 ıl olher asselı and ısı assoıa
Sharcholdaa’ cquily, fon-inter nıs bearing Iiabilitirs in oıhcr liabilılles and ıa’ı liabiliiy is prcncnırd sndrr Oı hcr Liahiliıies in hc Non—Inıcrcsı Rcaring colsmn

5 Ycar
Non

Interest
Months. 1-5 Year and over Ben Total

436

-J. .H

-;

5.365T.İ

5.059

20309

Upto 1 1-3 3-12
3OJune2OI6 Month Montlıs
Assets

Cash (Cash in vaulL. [fletives, Caslı in’
Transit. Chcqucs Purchased) and
Balances vilh The Central Bank ol’ıhe
Republic oflurkey 4.623
Duc From Bants l7.373 -f
Financial Asseis at Fair Valuc Ihrough j

ProfiuLoss - -.

Interbank Monev Market Placements 11304 -.
Available-for-Sale Financial Asscs 6.353 4.721
Loans 45.639 94.238 83.605
HeId-to-Maturity lnvestments f - -
Otlıer Assets > f -

T Aşşets ŞJQI 9Ş9

Liabilities

_________

Bank Depusits

_______

-
OtherDeposits

.

________

.: -
Funds From Interbank Money Market 10,010

-

Miscellaneous Payables . .

Marketahle Seçurities Issucd - -
Funds Borrowed From Other Financial

18 Vi 3220
Institutions —
Other Liabihties() 1 .

-i

Total Liabilities 58,731 3220 43,689

Haiance Sheet Lone Position 136.571 95,739 44,789

Balance Sheel Short Posiıion - -
-. Off-balance Sheet Lont Position . . -

. ..,...z .
Off-halance Sheeı Short Position - -

Total Position 136,571 95,739 34,789

40Ş
11,303
16.539

3.293

3.293
8,831
2,203

326.785

8.831
399,235

- -
- 10.010

......:. :1 . .

34.689 41.380 -. . 138.010

.

251.176[ ]Ş7Ş
41380 - 251215. 399335

- - 277.099

(38,087) - (239,012)
(277.099

(38,087) - (239,0t2) -

9
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CONVENIENCE TRANSLATİON OF PUBLICLY ANNOUNCED
UNCONSOLİDATED FINANCİAL STATEMENTS OG1NALLY ISSUED
İN TURKISH, SEE NOTE 1 OF SECTION THREE

PASHA YATİRİM BANKASI A.Ş.
NOTES TO UNCONSOHDATED FINANCİAL STATEMENTS
AT 30 JUNE 2016
(Amounts are expressed in ıhousands ofTurkish Lira (TL”) nnless othenise staled.)

İNFORMATION RELATED TO UNCONSOLIDATED FINANCİAL POSITION AND RİSK
MANAGEMENT (Continued)

1 11.7721. . - 89! 12,663
26.015 . - 1 . 21342 47.357

* .*.PQtL. zzL : -{ 604

256! . 9.363 . 1 9.619—. !0Ş,p8•• 4!A. 52.357 2,164 14.0521 -, 245.744

- - 6.4181 6.118
J43•,726 42 25j 6,4 33,052 28 65 322,405

T .ZTZ.ZZ zzzzzzzz.zr:.z T

100 100

9.125 - 2L086L 41.100
-i 71.511

250.9941 250.993
9,125 - 2I,086L41QO 251fl4.i 22,305

42.092

44.052] -
.1 - . -‘

..8.936I -! - 222.443 261.379

t -
134,6011 42,0921 1 - 38336 34.OSil £22.441 -

Othera,setsinciudes min:ellancous receivables, langible And,. iniangıble Annem and non’inlenela b nng ‘55dm in other as Scls ta, annem
(••) Shareholdcrseqnı ıy. non-ınıeress bearing iabiliıiesin nıher liabil um, and na Iiahulmıy in presenned under Omher l_iabiliımen in the ‘Non-Inıcresı carung” column

34

Uptol 1-3
Morıtlı Months

3-12
Months 1-5 Year

Non
5 Year Interest

nlovçr Bearing Total31 December20ls
Assets

Cash (Cash in Vault. EfTectives. Cash
in Transit. Cheques Purehased) and
Balances “ith The CRRT
Duti From Banks
Financial Assets al Fair Valuc
Thrcuch ProfmULoss
Interbank Money Market Placcments
Avajlahle-for-SaIe Financial Assets
L oan s
IIeId_to_N!laturjl\ Invcstmcnts
Other Assets (fl

Total Assets

Limıbilities
Deposits

Other Deposits

!:.4.!t.m !ntcrbank arket
Miscellaneous Payahles
Markelahle Sccurities Issued
Funds Borroued From Other- Financial Inslitulions
Other Liahilities (‘e)

Total Liabilities

alance Sheet LongPosition
Balance Sheet Slıorı Position- Oflbalance Sheet Lan Position
OIT-balancc Shcet Shon Position

Total Position



CONVENIENCE TRANSLATION OF PUBLİCLY ANNOUNCED
UNCONSOLİDATED FİNANCIAL STATEMENTS ORIGINALLY İSSUED
İN TURKISH, SEE NOTE 1 OF SECTİON THREE

PASHA YATIRIM BANKASI A.Ş.
NOTES TO UNCONSOLIDATED FINANCIAL STATEMENTS
AT 30 JUNE 2016
(Amounts are expressed in thausands of Turkish Lira (“TL”) unless otlıen ise stated.)

İNFORMATION RELATED TO UNCONSOLIDATED FINANCİAL POSİTION AND RİSK
MANAGEMENT (Continucil)

k Average interest rates for monetary financial instruments:

The average interest rates in the following tables are calculated by weighting the simple inlerest to
principle amounts.

30june2016 EUR%’ USD% JPY% TL%
%ssets r -

Cash (Cash in Vault. Eltectives. Cash in
Transit. Cheques Purchascd) and Balances
viıh the CBRT 0.49 473
Duc From Banks - 0.40] 10.27
Financial Assets al Fair Valuc Through
ProfıULoss -,
Intcrbank Nionev Market Placcmcnts 11.89
AailabIe-for-Sale Financial Asseis - 9.29
Loans 1 3.39 43! -! 13.19
FieId-to-Maıuritylnvestrnents . d - —

Lıabıhtıes J 1

ŞanJçppsiş _j
OtherDeposks -

. . -..-- -
Funds From Interbank Monev Market ı . J . 935

— Misceliancous Payables . . .
Mark’ctahle Securilies lssued -. 1
!runds Borrowed Erom Other Pinancijlnst 1.77] 2jğ -j 1 oiö

EUR%] USD%] TL%
jiDecember 2015 1
Sssets

Cash (Cash in Vault. Eflctives. Cash in
Transit. Chequcs Purehased) and Balances
with the CBRT -
Duc From Banks 0.99] - 10.60
Financial Asscts at Fair Valuc Through
Pre ÇıtlLoss -
Interbank Money Market Placements .] - 10.95
Available-for-Sale Financial Asscs - - .
Loans -ı 4.80] 4.82 12.28
HcId—Io—Maturity Invcstments . .

Liabilities
Bankflcpos’ils

... .
Other Dcposits . —i . -
Funds Erom Interbank Monev Market .1 _! 9.79
Miscellaneous Pavables _ —
Nlarkctahle Securities Issued -
Funds Burrowed From Other Financial Inst 2.0 3.25 -I 10.75

IV. EXPLANATIONS ON EQUITY POSITION RİSK

The Bank does not hold equity position as of30 June 2016 (3! December 2015: None).
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INFORMATİON RELATED TO UNCONSOLİDATED FINANCİAL POSITİON AND RİSK
MANAGEMENT (Continued)

V. EXPLANATIONS ON LİQUİDİTY RİSK

a) İnformation on risk capacity, responsibilities and structure of Iiquidity risk management,
reporting of Iiquidity risk at bank, Hquiditv risk management including how Iiquidifl risk strateg,
policy and implementations communicatcs with hoard of directors and business units:

Liquidity risk is the risk occıırring asa result of non-availability of suffleient cash on hand or cash inflow
to rneet cash outflows in a timely manner cornpletely as a resuli of imbalance in cash flows.

Treasuıy department manages the Iiquidity of the Bank daily and informs assets and Iiabilities committee
weekly about the Iiquidity level of the Bank. Treasnıy department is responsible for planning Iiquidity
management, taking measures and informing the senior management ofaforementioned issues,

The Bank forms its assets and Iiabilities in balance not to create a negative gap on cumıılative basis in
maturity segments.

in accordance with the “Regulation on Measuremeni and Evaluation of Liquidity Adequacy of Banks”
entered into force after published on Offıcial Gazette dated November 1, 2006 and numbered 26333 by
BRSA, weekly simple average of total Iiquidity adequacy rates related to prinıary maturiiy segmenl and
total Iiquidity adequacy rate related to secondary maturity segment cannot be less than 100% while weekly
simple average of foreign currency liquidity ratio related to primary maturity segment and foreign
currency adeqııacy rate related to secondary maturity segment cannot be Iess than 80%.

Treasuıy department manages the liquidity of the Bank daily and informs assets and Iiabiiities commiflee
weekly about the liquidity level of the Bank. Treasury department is responsible for planning liquidity
management. taking measures and informing the senior management ofaforementioned issues.

Financial planning and control department is legaliy responsible for measuring and reporting of liquidity
risk. Stress test applied to liquidity position and calculation of liquidity coverage rate is performed by
Liquidity Management Department.

Risk Manageınent Department moniiors related unifs activities and reports to the Senior Management
month Iv.

b) Information on centralization grade of Iiquidity management and funding strategy and its
functionality among Bank and its afliliates:

There is no strııctured liquidity managernent requiring centralization between bank and iis afiiliates.

e) Information on funding strategy of the Bank including policies related to diversity of funding
sources and periods:

The mum funding sources of the Bank are provided by domestic and foreign banks and repo transactions
and Money market transactions and diversifıcation of aforementioned sources are made in order to
minimize iiquidity risk. Financial Institutions Department carries out studies which are required to relate
supplying of long term foreign source.
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INFORMATİON RELATED TO UNCONSOLIDATED FİNANCL4L POSITİON AND RİSK
MANAGEMENT (Continued)

ç) Information on liquidity management based on currencies forming at least 5% of total liabilities
of the Bank:

Almost ali the iiabilities of the Bank consists oFTL. USD and EUR and equities maiııiy forming the TL
sources.

TL liqııidiiy of the Rank is managed through funds provided from domestic and foreign banks via repo
transactions made in BIST using high quality (premium) secnrities.

TL and foreign curreney cash flow of the Bank in scope of Balance sheet managemenı is monitored
separately. Risk Management Unit reports to ALCO weekly and Board of Directors ona monihly basis.

d) İnformation on liquidity risk reduction techniques

Liquidity limits are determined in order to keep the risk regarding liquidity risk in defıned limits and to
monitor iiquidity position. The aforernentioned iirnits have been determined in accordance with
“Regulation on Measurerneni and Evaluation of Bank’s Liquidity Adeqııacy” in Risk Limits document
and approved by Board of Directors.

e) Diselosure regarding use of stress test

At least one of the following liquidity stress tests related to issues mentioned beiow is applied monthiy
and result of the related test is reported to Board of Directors by Risk Management Unit.
- Negative influence of economic crisis occurring in dornestic fınance markets on the liquidhy

of the bank.
- Negative infinence of global crisis on the liquidit of the Bank.
- Negative infltıence of a problem occurred within the Bank (abuse. fraud. reputarion risk ete.).

Threshold of weekiy and monthly iiquidity rate for stress tesis which shall be applied for above mentioned
scenarios is ıaken into consideration as 80% for foreign currency assets/liabiiities and as 100% for iotal
assets/liabiiities.

1) İnformation related to emergency and unexpected situation plan for Liquidity:

“Emergency and unexpected situation plan for Liquidity” is approved by the Board of Directors and
established in order to manage possible liquidity crisis and required actions for losses which can occur in
extraordinan conditions are determined with preventing mechanisms and liquidity squeeze scenarios.
The scope of the aforementioned plan is to pre-determine appiicable scenarios, meastırernent of iiquidity
risk and the actions which shall be iaken iowards those risks.
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INFORMATION RELATED TO UNCONSOLIDATED FINANCİAL POSITİON AND RİSK
MANAGEMENT (Cuntinued)

g. Liquidity ratios realized in the current period

First Maluriiy Tranehe (Wcckly) 1 Scroııd Maturity Tnınchc (Moııthly)

[ FC1 FC+TIJ EC+T
30m 6 i
vcrauc(%)

.

246 165 531
Maxirnum(%) _.L_ 496 l,746 . 266 1,329
Minimum (%) 1 131 306] 99 269

, .

Malurity Tranclıc (%cckIy> Sccond MuturityTranchc (!%Ionltıly>

FC it +Td it +T
31 December 2015

Aveme(%) —- .. 3.178 2.7481
{aximum (%) 22.221 24.685j 54.473 41.234
iinimum (%) 120! 3901 82, 382
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INFORMATİON RELATED TO UNCONSOLIDATED FINANCİAL POSITİON AND RİSK
MANAGEMENT (Conünued)

ii. Liquidity Coverage Ratio

Referring to the BRSA’s announcement dated 29/12/20 14, No: 30223; it is announced that development and
investrnent banks’ consolidated and unconsolidated liquidity coverage ratio wili be applied as 0 % by 2016
according to paragraph 5 of article 4 of’ Regulations Aboul Banks’ Liquidity Coverage Ratlo Measurement.

Cıı rre n t Period.3 1.06.2016 Total ü oto on t wlıic ii i ıto t Tom l a mou nt Iv hiç h is ü pplicd
applicd çonsidenıtioıı nıte considtration mit

TI’+VP YI’ TP÷VP YI’
hlih-goaIitı Liguidlv Asscls (IILi)

1 Fligh.gualiıv Liguidtv AsscIs 13.003 6.939

Cttslı Oulflons

‘ 2 Real person asscts and rctaıl asscts . - . -

] 3 Stahk assets . — . —

4 Lou er Stable asscts . - —

5 Oıt oI’jonior dcbts fram rcal persofl OSSCIS and rttail asscts 8.908 6.33 14.107 9.662
6 Operational asscts .

7 Non —operaling asscts . . - -

8 Other Junior dChL 8,908 6.335 14,107 9.662
9 SecuredDebıs

- -

10 Other Cash Outflows 31.525 27.004 12.953 13.345

Il Derivative liahilities and margin liahilities 27 4.185 112 4.114

12 Dchts from Structurcd ünancial nstrurnents - —

3 Paynıent cornrnitments for dehts lo flnancial markets and olhter ofi.
hükmet shect liahilitics 31.498 22.819 12,841 9.231

14 Revocahle oiT-halancc slıcd other Iiahilities and other contraclual
hiahilities notwill,standinız to anI conditions .

15 Other irrevocahle or conditionallv revocahle off-halance slıcct Iiahilities -

16 TOTAL CASII OUTFLOWS 43.958 27.427

CASII INFLOWs

17 Sccured receivables — —
—

18 Unsecured receivables 172.439 6.330 115.466 ! 6883

19 Other cash inflous 34 86 260 194

20 TOTAL CASI! INFLOWS 172.473 6.416 115.726 ] 7.077

Uppcr limit applicd amount

21 TOTAL İlLA STOCK 13.01)3 6.939

22TOTAL NET CASII OLTFLOWS 12344 20350

23 LIQUIDİTY COVERAGE RkTION 1%) 10534% 34.10%
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INFORMATİON RELATED TO FINANCİAL POSITİON (Continued)

Breakdown of assets and Iiabilitics accordng to their outstanding maturitics:

Lip ini 1-3 3-12 5 Vear and
Denıaı,d mnnih Montlı N!ı,i,ıh 1—SVear. Over Unclassifled () Total

30 Juac 2016

______ _______

Assetı

_________

Cash (Cash in Vault, Lffeelives, Cash in
Transit, Clıequcs Purchased) and Balances
with the CBRT 436 14.623 . — . . . . 15.059
Duc Erom Banks 2.936 17.373 . - - - 2t),309
Financial Asseis at Fair Value Through
ProFıtlLoss - - 408 . - - . 408
Interhank Money Market Placements 11.304 - - -! . - 11.304
Availahle-for-Sale Financial Assets -l 6.353 4,721 5.465 . - 16.539
Loans - 94.069 61,190 124,685 3.293 43,548 . 326,785
IIeId-ıo-Maturiiy lnvestments - - - - — - . -

P!Pcrscts(.) 267 8.831
Toial Asstls 3372 150.286 663l9 I30.l50 3,293ı 33338 2267 399235

Jzzzz .T t :zt.zzz1zz
.

BankDeposıts . . -1
therDcposits .

qnIşFom ln•ıerhank Money Mkt - 48.72 220j 44.:PI 4U!0 _L.._.. -L.139!9
Miscellaneous Payahles

-,

10.010 -I _ -, -i -i 10,010
- ....:

_____-

_-.__d__-.__ - -
Funds Bououcd Umm Otlıer Fınancial
Instiwtions . .. 39 . - 4, . 39
Oiher Liahilıties (“) 167 8,346 - - 242.663: 251.176
‘[timi LiaI,ililies 167 67,116 3,220 34.689 41380 . 242.663 399335

NctL quidity Gap 3,20 83.170 Ş,9J9 43,548
31 December 2015

Total Asseis 22.2331 100.954 56,531 83.215 13.307 44,052 2.113 322.405
Total Liahililies 10.272 14,434] - 21,086 41.100 - 235.513 322.405

Net Liguidity Gap t 11.961 86.5201 56.5311 62.129 (27,793) 33,052 (233,400)

________-

(‘) Asscls ilmi am necessary for hanking acI ivili es aııd hat cannot hc Iiquidaled in the slıon-icrıa, sadi as fled assels, associates and snbsidiaries, slaliOnary
siocks, prepaid cpennes and Ioans under follow’up, am ciatsıfled in Iliis colunın
Slıarelıolders’ eııııııv. provisions and conuoissions col lecmed in advance is presenled nuder “OiIıer I iabilııies’’ ıiem n ilie ‘‘Unelassi ned’’ dal uınn
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INFORMATİON RELATED TO FİNANCİAL POSITİON AND RİSK MANAGEMENT (Continued)

Vi. EXPLANATIONS ON LEVERAGE RATIO

Unconsolidated leverage ratlo was realized as 44.41 % (31 December 2015: 54.8%). The increase
occurred in the on-balance sheet assets and off-balance sheet transactions led to a clıange in leverage
compared to the previoııs period. Regulation has been linked to the provision of the minirnum
leverage ratlo of3%.

Curreni Period* Prior Period *

Asset On The Balance Shen
Assets on the balance sheet (excluding derivative flnancial instrumcnıs and ban
derivatives. including collaterais) 375,493 309,195

(Assets deducted from core capital) (669) (737)

Total risk amount lhr asseis on the balance sheet 374,824 308,458

Derivative Financial lnstruments and Ların Derivatives

Renenal cost of derivative fınancial instruments and ban derivatives 503 498

Potential eredit risk amount of derivative fınancial instruments and oan derivatives 81 238

ToIaI risk arnount of derivative önancial instruments and oan derivatives 584 736

Financing Transactians With Securities Or Goods Warranties
Risk amount of linancial transactions with securities or goods warranties (excluding
Ihose in the balance sheet)

- —

Risk amount arising from inıermediated ıransaclions - —

imal risk amounı of fınancing trnnsaclions ith securities or uoods ananties 317 —

Off-the-Balance Slıeet Transactions

Gross nominal amount of the offthe-halance sheet transactions 154,696 108,645

Adjustment amount arising from mubtiplying by the credit conversion mte - -

I’otal risk amount for off-the-babancc sheet transacıions 154,696 108,645

Capital and Total Risk

Corecapital 235,549 229,104

Total risk amount 530,421 417,839

Leverage Ratio

Leverage ratio 44.41% 54.8%
* 3 months average.
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İNFORMATİON RELATED TO FINANCİAL POSİTİON AND RİSK MANAGEMENT (Continned)

Vİİ. EXPLANATİONS ON THE RİSK MANAGEMENT

Notes and explanations in this section have been prepared in accordance with the Communiqu on Disclosııres
abouı Risk Management to be announced to public by banks that Iıave been published in offıcial gazette no 29511
on October 23, 2015.

a. Bank’s risk managemcnt approach

The Bank’s risk management strategy covers the measıırement of risk faced with the Bank, manages the policies
keep curreat and adapıs to changing and managing conditions. Risk appetite due to goals and strategies determined
by the Board of Director of Bank is regulariy monitored with capital, liquidity, profitabilitv and other risks appetite
indicators.

Risk Managernent Unit. is responsible for making regular and timeiy repoding due to anaiysing the risk
rneasurernent and rnonitoring results to the Board of Direotor and Executive Management.

Bank exposure to risk is measured and monitored in accordaııce with Iaws and rgulations by reference to methods
that compiy with international standards. Duc to management of major risks, determining strategies and decision
making detailed reporting are created to be reviewed by Board of Directors and Executive Management.
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INFORMATION RELATED TO UNCONSOLİDATED FINANCİAL POSITİON AND RİSK
MANAGEMENT (Continued)

b. General view to risk weigbted amounts

30 June 31 December 30 June
2016 2015 2016

Mini mum
RWA capital

requiremcnts

30 June 31 December 30 June
2016 2015 2016

1 Credit risk (excluding ccunterparty credit risk) (CCR) 329.679 238,114 26.336
2 Of which standardised appmach (SA) 329.679 238.114 26.336
3 Of wkich intemal railng-bad (IRBI appmach -

4 Counterpany credit risk 556 200 44
5 of which standardised appmach for counterpaŞ credit risk (SA.CCR) 556 200 1
6 Of which intemat model method (flvfl4) - . -

7 Eguity positions in banking book under market-based approach -

8 Eguity investments in fiınds— look-through appmach - -

9 Eguity investments in Arnds — mandate-based appmach -

10 Eguitv invesıments in mnds — faII-back appmach
1 1 Settlement risk
121 Securitisation cxposures in bwıking book . . -

3 Ofvhich 1kB ratings-based approach (RBA) . - -

4 Of which 1kB SupcrvisoryFormulaApproach (SF4) -

15 Of which SıVsimphfled supeMsory fonnula nppronch (SSFA)
16 Market risk 10.269 10.635 622
17 Of which standardised appmach (SA) 10.269 10,635 %22
18 Of which internal model approaches (1MM) . - -

19 Operational risk 20.533 4.432 1.643
20 Of which Basic Indicator Approach 20.533 4.432 1.643
2! Of which Standardised Approach
22 Of which Advanced Measurement Approach . -

23 Amounts below the thrcsholds lbr deduction (subiect to 250% risk weight) -

24 Floor adjustmcnt
25 Total(l+4+7+8+9+I0+il+12+16+19+23+24) 361,036 253,381 28,845

e. Financial statements and risk amounts relation

Notes and explanations in this section have been prepared in accordance with the Communiqu on Disclosures
about Risk Managernent to Be Announced lo Public by Banks.
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INFORMATİON RELATED TO FINANCİAL POSITİON AND RİSK MANAGEMENT (Continued)

d. Issucs related with credit risk annoonced to public

Credit Risk Managernent, contains identification ofcredit risk, measurement and management.

Various diversifications are applied to prevent concentration during the determination of Banks credit risk profile.
Customer choice is made in line with specifıed risk limiis and the borrower’s obligations. cash flow expecled to be
oblained from its own activities and capability to pay on time are taken into consideration in ilie assessments.

Risk rating modeis developed in the Bank (bonower rating model and facility rating model) provide separation of
customers in the best way in terms of credibility to grade b using objective criteria.

Outputs of risk rating modeis are also used to measure the risk of defauh of the customer and portfolio as weil as
being an irnportant part of the ban approval process.

in order to achieve the goais delermined in the bank, effective risk management policy is applied in which
mechanisms ciassiŞing risk and customers correctly are eslablished. Due to evaluate an accurate assessment of risk
objeclives appropriate decision systems are established and the customer structures of limits are defined. When
deterınining the iimits, consideration of the relevant risk factors will resnlt the appropriate level of boss and retum.

Analysis and intelligence work is carried out to measure the credibility of the customer whom Ihere exist a credit
rebation. CLıstomer lıisloıy is examined and evalualed by putting fonvard alI currenl and future non-fınancial dala.

in a manner for consislent assessment of risk, the customer’s credit request for quantifıcation and monitoring. the
derection ofa cuslomer’s credit worthiness. coliateralization. structuring the ban approvai, utilization of the ban
process consisting of monitoring ciosure phases of the ban in order to make correcl decisions for customers thar
handie alI information and documents shared are gathered under the dala base. Loan proposals are evaluated and
concluded by General Manager, Credit Committee or by the Board of Directors within the limiis specifled. Credit
risk is measured, monitored and reported by Risk Unit.
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INFORMATİON RELATED TO FINANCİAL POSİTION AND RİSK MANAGEMENT (Continued)

1. KRİ-Credit quality of asscts

Gross carrying values of(aeeording
to TAS)

Defa u Ited Non-dcfau Itcd 4 Ilow an ces/
exposurcs exposures impairements* Net values (a+b-c)

ı Loans
- 326,785 - 326785

2 Debt Securities
- 16,539 1 16,539

Off-balance sheet
3 exposures - 146,226 1 - 146.226

4 Total
- 489,550 [ - 489,550

(*) The Bank provides no general and specific provisions in the table based on the assessments and estirnates of
the rnanageıııent, by considering the “Communiqu Related to Principles and Procedures on Determining the
Qualiflcations of Banks’ Loans and Other Receivables and the Provision for These Loans and Other
Receivables” (“Provisioning Regulation”) published in the Offlcial Gazette No. 26333 dated November 1,
2006.

2. KR2 — Changcs in stock of defaulted Ioans and debt sccurities:

The taNe KR2. which shows the ehanges in stocks of receivables in default and debi instruments is not prepared
since the Bank does not have any receivables in default and debt instrurnents.

3. KR3 — Credit risk mitigation techniques — Overview

Bask principles of lending activities is the fuli rneasurement of borrowers’ capacitv to be able to pay back the debi
at a predetermined maturiiy and to fulfihl its obligations cornpletelv and accurately. For this purpose the borrower
rating system is used. Allocation of guarantee is imporiant for the risk mitigation instrunıent and process grading
systenı is used to make evaluations in this scope.
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İNFORMATİON RELATED TO FİNANCİAL POSİTİON AND RİSK MANAGEMENT (Continued)

The Bank calculates estimated cash equivalents which shall be generated to provide that the guarantees are
translated into cash ıhrough discounting guarantees over öeir vaines at certain rates.The difterence between the
cash equivalent of the guaranty and credit is defined as the net risk. The calculation of the net risk and the
coeffıcients used are considered in rating model.

Exposures
Exposurcs Exposures secured by Exposurcs

unsecured: secured by fınancial secured by
carrying collateral, of Exposures guarantees, Exposures credi(
amount Exposures whieh: secured by of wlıich: secured by derivatives, of

(According to secured by secured fınancial secured credit which: secured
TAS) collateral amount guarantees amount derivatives amount

ı Loans 326,785 - - . - . -

2 Debt securities 16,539
. 1 - . - -

3 TOTAL 343,324 . . - . -

Of which
i defaulted - - - -

e. Qualitativc disclosures using the rating grades to calculate the banks’ crcdit risk by
standard approach

Country risk ciassification. published by OECD. is taken as basis in the determination of risk weights of risk classes
mentioned in article 6 of Regıılation on Measuremenı and Evaluation of Bank’s Capital Adequacy. Determination
of risk classes and risk weights of receivables [rom banks and intermediaries and corporate receivables in
accordance with capital adequacy regulations is performed in line with related legislation.

46



CONVENIENCE TRANSLATİON OF PUBLİCLY ANNOUNCED
UNCONSOLİDATED FİNANCİAL STATEMENTS ORIGİNALLY İSSUED
İN TURKISH, SEE NOTE İ OF SECTION THREE

PASHA YATİRİM BANKASİ A.Ş.
NOTES TO UNCONSOLİDATED FİNANCİAL STATEMENTS AT 30 JUNE 2016
(Amounls are expressed in thousands ofTurkish Lira (TL) unless oıhen’ise sıaied.)

INFORMATİON RELATED TO FINANCİAL POSITİON AND RİSK MANAGEMENT (Continned)

4. KR4: Standardised approach — Credit risk cxposure and credit risk mitigation effccts

Exposures before CCF Exposures post-CCF
and CRM and CRM RWA and RWA density

On- On
balance Off-balance balance Off-balance

shcct sheet shect sheet
Asset ciasses amount amoun( amount amount RWA RWA density

Exposures to central
1 governnıents or central banks 16,619 - 16,619 11,720 4.46%

Exposures lo regional
governmenls or local

2 auıhorities - - - - - 0.00%
Exposures to public secior

3 entities - - - - - 0.00%
Exposures to multilateral

4 development banks - - - - - 0.00%
Exposures to international

5 organisations - - - - - 0.00%
6 Exposures to institutions 259,875 77,079 243,835 16,039 101,554 30.75%
7 Exposures to corporates 170,901 69,148 170,901 34,358 205.258 62.16%
8 Retail exposures - - - - - 0.00%

Exposures secured by
9 residential property - - - - - 0.00%

Exposures secured by
10 commercial real estate - - - - - 0.00%
Il Past-due loans - - - - - 0.00%

• Higher-risk categories by the
12: Agency Board - - - - - o,oo

Exposures in the form of
13 covered bonds - - - - - 0.00%

Exposures to institutions and
corporates with a short-term

14 credit assessment 4,734 - 4,734 - 947 0.29%
Exposures in the form of units
or shares in colleciive
investment undenakings

15 (CIUs) - - - - - o.oo%
16 Other assets -1 - - - - 0.00%
17 lnvestments in eguities 8.044 8,044 7,756 2.35%
18 TOTAL 460,1731 146,227 j 444,1331 50,397 330,235 160.00%
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INFORMATİON RELATED TO FINANCİAL POSITİON AND RİSK MANAGEMENT (Continued)

5. K.R5 — Standardised approach — exposurcs by asset elasses and risk wcights

—
Tabi eredit risk

expasure amount
Guaranted by (after CCF and

0% 10% 20% Mortgage 75% 100% 150% 200% DierIeri CRM)
1 1,899 - - - - 14,720 - - - 16,619
2 - - - . - - - - -

5 - - - . - - - - - -

3 - - - - - - - - - -

5 - - - - - - - - - -

6 10,010 - 86,538 - - 1,154 2,006 - 160,166 259,874
7 - - - - - 205,259 - - - 205,259
8 - - - - - - - - - -

9 - - - - - - - - - -

10 - - - - . - - - - -

Il — — — — — — — — — —

12 - - - - - - - - - -

13 - - - - - - - - - -

- - - - -

- 4,734
15 - - - - - - - - - -

16 - - - - - - - - - -

17 288 - - - - 7,756 - - - 8,044
18 12,197 - 91,272 - - 228,889 2,006 - 160,166 494,530

1 Ewosurcs 1° central govcrnrncn(s or central hanks
2 Expusttrcs to regional go eni menis Or local auilıonl es

3 Eposııres 0 publıc secior cnlıties

1 Eposures tü mnltıIaaal development hanb
5 E po5tccs tü trıcrnat ünal orgrnusaı Dos

6 Expostııcs 10 oslO tıllons

1 Ecpostııcs (ü corponleS

8 RelalI cxpnçıırcs

9 Exjwstırcs scctıred by ıcsidcnıiul propeov

10 Exposıucs sertıred 1w cümnıcrcial reai eslale
1 1 [‘asl -dtıc Inans
12 lıglıer-lisk calegorles by (Ile Agency floard

13 Exposurcs in Ile form ofcoercd bonds

14
Exposurcs 10 inSli(lıllOnS and corporales sıflt a slıonl-lcnn eredil
asscSsllIcnl

15
ENposurcs in ilie fornı of uni(s Dr slıares in coliceti’ e ‘esirnenI
cndcnakınes (CIUt)

16 in’ esnncnts in eqıııl es

Il Cliicr asscls

)8 lolal
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İNFORMATION RELATED TO HNANCIAL POSİTION AND RISK MANAGEMENT (Continucd)

f. İssucs related to counterparh crcdit risk (CCR)

1. KKRI-Analysis of countcrparty credit risk (CCR) cxposure by approach:

Exposure
Potential after eredit Risk

Revaluation crcdit risk risk Weighted
Cost exposure EBPRT Alpha mitigation Amounts

i Standart Approach-CCR 394 64 1.4 458 229

2 Intemal Model Approach - - .

Simpiifled Standardised Approach
3 for Credit Risk Mitigation - - - 300 150

Comprehensive Method for Credit . . - - -

Risk Mitigaiton

Value at Risk for Repo Transactions, .

Securities or Commodity lending or
borrowing transactions - -

6 Total - - -

- 758 379

2. KKRİ — Credit valuation adjustment capital eharge:

Exposure (Arter credit Risk
risk mitigation Weighted

methods) Amonnis
Total portfolio value with comprehensive approach CVA capital
adeguacy

. -

1 (1) Value at risk component (3*multiplier included) - -

2 (ii) Stressed Value at Risk (3*multiplier included) - -

3 Total portfolio value with simplifıed approach CVA capital adeguacy 353 176
4 Total amount ofCVA capital adeguacy 353 176
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[NFORMATION RELATED TO FİNANCİAL POSITİON AND RİSK MANAGEMENT (Continucd)

3. KKR3 — Standardised approach — CCR cxposures by regulatoş portfolio and risk
weights

Risk Weights
Total

Risk Ciasses 0% I0% 20% 50% 75% 100% 150% Diğer eredit risk

Central govertnments and central banks receivables - - . - - - - -

Local governments and municipalities receivables . - - - . - - -

Administrative and non commercial receivables . - - - - - -

Multilateral Development Bank receivables - - - - - . - . -

lntematinal Organisations receivables - . - . . - - . -

Banks and lntermediarv Insiitutions receivables
. 1 1.1 Il — 556

Corporate receivables . - - . - - - - -

Retail receivables . - . - - - - - -

Mongage receivables . - - - -

Non performing receivables - - - - . - -

fligh risk deFıned receivables - - - - - - - - -

Morıgage backed securities - - . - - - - -

Securitisation Positions . - - - - - - - -

Short term credit rated banks and Intermediary - - - - - -

Institutions receivables - - -

Collective investment undertaking investments . - - - . - - - -

Equity investments - - - - - - - - -

Other receivables - - - - - - - - -

Other assets - - - . - . -

Total
- -ı 1.111 -

- -i 556
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İNFORMATİON RELATED TO FLNANCIAL POSITİON AND RİSK MANAGEMENT (Continucd)

4. KKR4 — Risk class and counterparty credit risk based on PD:

The relevant table was not giyen because of Ihe standard method k used in the calculalion of capital adequacy.

5. KKRS — Composition of collateral for CCR cxposure:

Collaterais or Other
Collaterais for Derivatives

_____________

Transactions

Collaterais Taken Collaterais Giyen
Not Not Collaterals Collaterais

Reserved Reserved Reserved Reserved Taken Giyen

Cash-Local Currency - . - - 10,010 -

Cash - Foreign Cuency - . - . -

Treasun Bond- Local
Currency - - - 10,310
Treasuıy Bond- Foreign
Currency - - - -

Total -
- -: - 101010 10,310

6. KKRG — Credit derivatives exposures:

There is no credit derivatives arising frorn purchasing or selling the credit derivatives in the Bank’s portEollo.

7. KKR8 — Exposures to central counterparties
The Bank does not have transactions related with exposures to central counterpaıty, the related table has not been
prepared.

g. Issues related to securitisation positions announced to public

The Bank does not have transactions related with securitizations, the related table has not been prepared.
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İNFORMATİON RELATED TO FINANCİAL POSITİON AND RİSK MANAGEMENT (Continued)

h. İssucs rclated to market risk announccd le puhlic

Market risk management of the ank is organized and applied in accordance wiih principles and implementation
procedures mentioned in “Regulation on international Systems of Banks and ICAAP” and other related legislations
published by the Institution. Addiıionally, it is also aimed for the risk managemeni of the Bank İo be designed and
generated in scope ofthe best applications and risk nıanagement strategies which are giobaliy accepted and adopted.

The Bank may bear the market risk in the forrn ofopen positions in lerms of Risk Limits Document. The main
principles of market risk rnanagement in banking accounts is to create assets and liabilities matehing with each
other.

RAT

Outright products

ı Interesı rate risk (general and specific) 334

2 Equity risk (general and specWıc) -

3 Foreign exchange risk 9,936

4 Commodity risk

Options -

Simplifıed approach -

6 Delta-plus method -

7 Scenario approach

g Securitisation -

9 Total 10,270
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İNFORMATİON RELATED TO FİNANCIAL POSITION AND RİSK MANAGEMENT (Continucü)

VHI. EXPLANATIONS ON OPERATİNG SEGNİENTS

Trensury and Asset
Liabilitv

Previous Period
—

CorıorateBankinL - Nlanagement Total
Total Assets 245,744 76,661 322,405
Total Liabilitiçs 10,272 312,133. 322,405

Net Inlerest Income!(Loss) 17,647 7,374 25,021
Net Fec and Commission Income/(Loss) 345 - 345
Trading Gain/(Loss) - - 1,102 1,102
Other Operaling Segmcnts Gain/(Loss) - 97 97
Provisions for Loan Losses and Other Rcccivahlcs(-) (2,178)’ (2,178)

• Other Operating ( (12,9 03 (12,903)
Profit Before Tax 15,814 (4 ,330) 11,484
Tax Provision - (2,697) (2,697)
Net Profit

- 15,814[ (7,027)1 8,787
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Current Period
Total Assets
Total Liahiliıies - -

Net Interesı Income/(Loss)
Net Fee and Commission Income/(Loss)
irading Gain/(Loss)
Other Operating Segrnents Gainİ(Loss)
Pro’ isions for Loan Losses and Other Rcccivablcs(-)
Odıer Operaling Lxpcnse (-) -

Profit Before Tax
Tax Provision

Net Profit

Corporate Banking
326,785

167

15,467
561

Treasury and Asset
Liability

Management Total
72,450 399,235

399,068 399,235

(248) 15,219
561

897 897
124 124

- (843)
(7,468) (7,168)

-

8,390
(1,865)!. (1,865)
(8,560) 6,625

(843)

15,185

15, 185
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SECTİON FIVE

EXPLANATIONS AND NOTES RELATED TO
UNCONSOLIDATED FINANCIAL STATEMENTS

1. EXPLANATIONS AND NOTES RELATED TO ASSETS

1. Information related to cash and the account of The Central Bank of the Republic of Turkey
(the “CBRT”):

a. Infornıation on cash and the account of the CBRT:

30 June 2016 31 Dccember20l5
TL Et TL EL

:ashıroreign currency 18 6 6 5
:BRT

1

14,720 782’ 11.870,
Jıher . -. -

[Mal 333 14,726 788 11,875

b. Information on the account of the CBRT:

30 June 2016 1 31 December2ol5
TL TL F

Demand Unrcslricted Amount 3 15 97 782 98
IimcunrestrictedAmount - -

-. -I
[ime Restriclcd Arnuunt . 14.623 11,772
[Mal 315 14,720 782: 11,870

According to CBRT’s “Required Reserves Announcement” numbered 200511, For Turkish
curreney and foreign currency denominated liabilities, reserve requirement amounts heid in
CBRT have been included in the above table.

2. Information on financial assets at fair value through profit or Ioss:

a. As of 30 Jııne 2016, the Bank has no fınancial asseis at fair value through profıt or Ioss subject
to repo transactions (31 December 2015: None).

As of 30 June 2016; Ihere are no and fınancial asseis giyen as collateral/are blocked
(31 December 2015: None).

b. Positive differences related to trading dcrivative financial assets:

..3P.u9t6 3lDecember2OiS

TP

Y!. İt
onvard

-

S’ap 408 -ı
Fulures -1 —: -. — —

Oplions
. ___:L._

_____

Other -i —

TMaI 4081 -

c. Information on trading securities:

None (3 1 December 2015: None).
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCİAL STATEMENTS
(Continued)

3. Information on banks:

a. Information on banks:

b.

30 June 2016 31 December2ol5
TL FC TL FC

lanks .

Domestic 7,015 7,212 24,028 -
Foreign 2,000 4O82 21,329
1 Ieadquarters and Branehes
Abroad - - . -

ToüI 9,0151 11,294 26,0281 21,329

İnformation on foreign banks aeeounts:

Unrestricted Amount Restritted Amount
31 June 31 December: 31 June 31 December

2016 2015 2016 2015
LuropLan Lnıon CountrıL 1 1 881 287
USA. Canada 1 1.016 10.808 -
OECDCournries() 1 ..- -1 ....z1 -
OfT-shorc Banking Regions .
Other 3.155 12.234j

[otal - - 6,082 233291 — -

(*) OECD Countries other than [U countries. LISA and Canada.

4. Information on available-for-sale fınancial assets:

a. As of3O June 2016 there are fınancial assets giyen as collateral/blocked amounting to TL 1,038
(31 December2ol5: TL 1,026).

As of 30 June 2016 there are available-for-sale fınancial asseis subject to repo transactions TL
10,310 (31 December 2015: None).

5. Explanations on Ioans:

a. Information on alI types of Ioans and advances giyen to slıareholders and empIoees of the
Bank:

30Junc20I6 31 December2fll5
Debt Securities 16,539 9.638

6,539 9r638
Not Quoted . -

Share Certilicates . —
Quotcd on Stock Exchange

- [ . . -
Not Quoted

IrnpairrnentProvision (.) . (19)
Total 16,539 9.619

Jirecı Loans Granted to Shareholders
Legal Entities

-

Individunls
lndirect Loans Granted to Shareholders
LoansGed to Ernployees
Total

30 June 2016 31 December2Ol5
Cash1 Non-Cash Cash Non-Cash

-1 22,644 . 22.475
22 644! 22 475

±26 —.
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLİDATED FINANCİAL STATEMENTS
(Continued)

b. İnformation on the first and second group Ioans and other receivables ineluding Ioans that
have been restructured or reseheduled:

Number of modifications made to extend Standnrd loans and otlıer Leans and other reccivable
pament plan - receivables under elose moniturin
Lxtended by 1 ör 2 times 8,567

Extendcd by 3,4 ör 5 times -

Exıended by more than 5 times -
- 4

Total 1 8,567, -

Standard loans and uther - Laans and other receivables
Eıtendedperiod of time receivables under close monitoring -

0- 6 Months -: - -

6- 12 Months 8.5671 -
l-2Years
2-5 Years

-

5 Years and over - -

Total 8.5671 -

Breakdown of Ioans according to thcir maturities:

Slandard Loans and Olber Loans and Receivahles toder
Receivahles Ciose Monitoring

- - Loans and OtIıer Reslructured ur Loans and Other Restructured ur(asit Loans
Receivables Rcscl,cdulcd Receisables j Reschcdulcd

Shori-Tcrm Luans and Other Reccivablcs 23ŞŞ63 8,567, -
Non-Specialized Luans 1 238.363 -
Specialized Loans — -
Otiıer Recci ables — —: — —

1cdium and Long-Tcrm Loans and Other 1 -

eceivables
- :..

Non-Specialized Leans 79,855L -[ - -
Specialized Loans — - - -
Oiher Receivahles — — —

Standard Loans and Loans and Other Receivahles Ciose
OtIjer Receivahles Monitoring

Loans ;ınd Loııos and ollter receivables Loans and Loans and otlıcr recek-ahles
Otlıcr witlı rcvisıd contrnct terms Otlıcr with revised contract tcrms

Reccivahles Restructıırcd or ReccjvnI,Ies: Restroctured or
(Total Reschcduled Otlıer (iL’ a!j ResciıeduIed Other

‘on-specin!izcd Lant 326,785 8,56
-

Loans iven to cnieşriscs Il 8.570, -j - - J -
EsponLoan - 8,567

- -
- İmpaftLeans -- .

- -
Luans Granted to Financial1 156,101 ‘ -
Sedat

ConsunıerLoans -t. - -

Credıt Cards - —: —

Oıha 43.547 J --

SpecializedLıwns
-- — — —- -

Other Receivahles — — — — -

‘fotal 326.785 8,567 — - — -

e.
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCİAL STATEMENTS
(Continued)

d. Information on consumer Ioans, individual credit cards, personnel Ioans and personnel
credit cards

None (3 1 December 201 5: None).

e. Information on commercial instalment Ioans and corporate credit cards:

30 .June 2016

Commercinl iııstnllmeııt Irnı ns—TC

E3usincss residential loans

Anınmohile loans

Consurner Ioans

Oıhcr

Commercial installnıcnt Ioans- Indcxcd ıo FC

Busincss rcsidcntial Ioans

Automohilc Ioans

Consunıcr loans

Othcr

Comrncrcial inslalimeni Ioans . FC

Busincss rcsidcntial loans

Aulomobilc loans

Consunıcr Ioans

0111cr

Mcdium-LDng
Short Term Term Total

- 3.293 3,293

- 3,293 3,293

Corporalccrcditcards-TC

_____——

— —

Installnıcn( — — —

Non-Insıallnwni - - —

Corporaıecrcdilcards-FC
._.. ........i -.1 —

Inslailmenl J -
-.1 -

ıNon-lnslallmcni - - —

Ove,draft accounts-TC (Commercial customer) - — —

Ovcrdraft accounts-FC (Commercial cuslomer) - — —

Total
- J 3,293 F 3,293
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCİAL STATEMENTS
(Continued)

Medium-Long
Prior Period: 31 Decemher 2015 Short Term Term Tatil

Commercial installmcnt loans-TC - 2,163 2,163
flusincss residential luans — —

Automobilc Ioans 2.163 2,163
Consunıcr Ioans -

Otlıcr -

Commcrcial insialimenı Ioans- Indcxcd tü FC
- 1 - 1 -

Ilosiness residLnıial muns — — —

Automohile loans . -

Consuıtcr bant . — —

0111cr . —

Commercial inslallmcnt loans . FC . —

I3usincss residential bant . -

Aubomohilc bant -

Consurner bant —

Other
Corporatc crcditcards-TC

-.

lnslallmcnt . — —

Non-Installnıcnt — . —

Corporate crcdil cards-FC -

— —

1 nt mil fliL’flt — . —

Non—Instailmcnt — . —

Ovcrdraft accounts-rC (Commcrcial dustomcr) — . -

Ovcrdraft accountsFC (Comrncrcial cuslomcr)
Total 2,163 2,163

f. Loans aceording to tvpcs of borrowcrs:

______________

30 June 2016! 31 December20lf
Puhlic -

Prhale - 326,785 245,744
Tatil 326,785 245,744

g. Distribution of domestic and foreign Ioans:

30 June 2016 31 December20ll
Domestic Loans 283,237 245.744
ForcignLoans

-- - — 43,548
Total 326,785 245,744

ii. Loans granted to investmcnts in associates and subsidiaries:

None.
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FİNANCİAL STATEMENTS
(Continued)

i. Specific provisions accounted for loans:

-----1 30ıç913.Deetrnıber2Oi
Loans and Receivables ‘ithLimitedCoIkctabiIity 1

-_ :L.
Loans and Receivahles “.ith Doubtful Coliccıabilitv T

- -1 —- - - -.

UncolkcLible Loans and Receivables -

-

Total - --

j. Information on non-performing Ioans (Net):

1. Information on non-performing Ioans restructured or reschcduled and other
receivables:

None (31 December 2015: None).

2. Information on the movement of total non-performing Ioans:

3. İnformation on non-performing Ioans granted as foreign currency luans:

None (3 1 December 2015: None).
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ili. Group IV. Grnup V. Croup
Lıpaıls and OlIıcıLoaııs and Otiter Receivable4
Recd ahlcs with wiih! t[nçoflcctihle Lima

Limiled CoIIeclal>ility DouhtfuI CoIIertabiIil aııd Ociter Receivahles
Prior reriıjd Eııd l3alance:
Additions (+) j -
Transfers from Olher
Calegories of Non-pcrforrning
Lnans(+)
Transfers to Other Calegorics
ofNon-PerforminçLoans<-) —-—-—--—.—

_____

-

Collcetions (.) —
rritc.olTs (> -:

Corporate and Commercial
Loans - . -

Retail Lnans -ı -
Crcditcards —

Other —1 -

PerindEndBalance: -T -.

SpccifıcProvisions(-) — — -
Net Balance on Halance Sheel1 -

Dale -
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PASHA YATIRIM BANKASI A.Ş.
NOTES 10 UNCONSOLIDATED FINANCIAL STATEMENTS AT 30 JUNE 2016
(AtflOUfltS are expressed in thousands of Turkish Lira (TL’) unless othcrwisc stated.)

EXPLANATİONS AND NOTES RELATED TO UNCONSOLİDATED FİNANCİAL STATEMENTS
(Continued)

4. Information on non-performing Ioans based on types of borrowers:

Bi. Groupf IV. Croup V. Gron
Loans and Othcr1 Loan and Otber Receivahles!
Receivahles wi(h: with tTncoIIec(ihle Lnanr

Limited CoIIcctahiIit1 DouhIfuI Collectability! and 0111cr Receivabler

Current Period [Net)
- -l - -

Loans ranıcd lo corpomtc
cnhitks and

persons(Gross)
-.

- -t
Specific Provisions 1
Amounu-) —t - -
Loans granted to -

corporale eııtities and
yeni persons (Net)
Hanks (Gross) — —: —
Spccifıc Provispons AmounLE
(—) 1 — — —
Hanks(Nct)

- 1 . — - -
Oıbcr Loans and Advances
(Oross)
Specitic I’rovısıons Amount
t—) - — —

Other Loans and
Advances (Net) -
Prior Period (Net) — — - -
Loans aranıcd ‘e corporale
cntitics and
rcalpcrsons(Gross) —

Spccitic Pro isions
Aioint

— -

Lonns gnıııted 10 -

corponhle entilles and -

renlpcrsonsçet)
—

Hanks (Gross) — —
Specitic Provisıons -ı -
flanks (\et)

—

Olhcr Loans and Advanccs
(Gross) —

— —1
Specıfıc Provisions Arnount! -
Other Loaııs and
Advnn(NeI) [ -1 - -

k. Information on the collection policy of non-performing loans and other receivahles and
information on the write-off policy of the Bank:

Non-performing Ioans and other receivables are collecled through legal follow-up and
Iiquidation of collaterais. Credits thaı have becorne losses in nature, are attached to the
certifıcate of insolvency or insufficient collateral docurnent. and written off from the Banks
assets. However, if the Banks receivable is an insignifıcant amount compared to the costs and
expenses to be incurred for the preparation of said documenıs, writing off of assets may be
performed ifthe Board of Directors decides so. As of3O iune 2016, There is no liquidation or
decrease in assets. (3! December 2015: None).
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FİNANCIAL STATEMENTS
(Continued)

5. Information on held-to-maturitv invcstments:
None (31 December 2015: None).

6. Information on investments in associates:

None (31 December2o 15: None).

7. Information on subsidiaries (Net):

None (31 December2ol5: None).

8. Inrormation on joint vcntures:

None (31 December 2015: None).

9. Information on lease receivables (net):

None (31 December 2015: None).

10. İnformation on hedging derivative financial assets:

None (31 Decenıber 2015: None).

11. Juformation on property and cquipment:

:osı ni Period End
ccumula PeriodEndN

Elosing Net Rook Valoc

27

. (ış.j
135

716 987

4JJ1.J4!)

369[ 504

Leased Fitd Other Tangible’
l’rinr Period End: 31 Decernher 2015 Immovable Assttg flxed Assets Total
:ost 271] 716’ 987
cctm ulaled Deprcciatio*) 136 (47 (4Ş)
‘Jet Book Valuc 135] 369 504
:urrenı Period End: 30 .Iııne 2016

Book Valuc nt the beinni%t of the Period . 369 - - - 504
‘dditions . -

Jisposals(-). net
—

] —

JepreciationN - _:______

(64XL 98)
İrnpqinnent _i
:ost nt Period End 271 887] 1,158
4ccumulatcd DepreciatiDnatPeriodEndN _fl79).. <4)
:Ion Net Hook Valuc —! 101! 477 518

1 Leased Fixcd’ OiherTnngihle
‘Prior Pedod End: 31 December 2014 1 Immovable, Asseis’ Fied Asseİs Tolal

r

2711 356

________

— (435)
— — 20j[ 89,

______

t
qetnookva!ue aı±e beinn Q?!PM__

______

2031 894 292
dditions . . 334 334

)isposals(-). net
._:

Ç3J

,.

.,._...JŞ!) (!
mpainnent .
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED HNANCIAL STATEMENTS
(Continued)

12. Informations on intangible assets:

Current Period’ Previous Period
30 June 2016 31 December20fl

Net Book Value at the beinning of the Period 468 191
•\dditions 383 433
Disposals(-Lnet - -

- -

bepreciation (i
- -—

(152) (156)
knher 699 468j

13. Information on investmcnt property:

None (31 December 2015: None).

14. Information on deferred tax asset:

The Bank calcıılates deferred tax asset or liabiliiy on the differences between the applied accounting
policies and valuation bases and tax legislation that comes from tirning differences and reflects the
amount on the fınancial statements.

As of 30 June 2016, the Bank calculated deferred tax asset amounting TL 170 and reflected this
aınount to the financial staternents (31 December 2015: TL 627).

İn the situation that the difference between the book value and value subject to İax of the
assets that are subject to deferred tax k related to equity accounts, deferred tax asset or Iiability is
netted with the relevant accounts in tlıis group.

30 June 2016 i 31 December 2015
Tempornry: Temporary

Di[[erenees of Deferred Tax Differences of Deferred Tax
Deferred Tnx Base Amount Deferred Tax Base Amount

Financial Ioss 1,239: 247;
Pro’.isionforemploveebeneflts - 273 şş 1,324
Epcnsc provisions

- 108! 22, 400. 8(
.Othcr - 1055’ 21 d 738 147
Deferred Tax Asset, net - - 1,436. 288, 3,701 738

Depreciation 1 (01 (2Y
-

Oher 1 (72) (11): (556) (ili)
DcferredTaxüabillty,net (82) — (556) ( fl)

Deferred Tax Asseti (Liability), net 1.354 2721 3,1451 627

15. Information on assets held for resale and discontinued operations:

None (31 December 2015: None).

16. Information on other assets:

As of3O June 2016, other assets amount to TL 7,201 (3! December 2015: TL 4,738) and don’t
exceed 10% oftotal balance sheet except off balance sheet commitments.
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EXPLANATİONS AND NOTES RELATED TÜ UNCONSOLİDATED FİNANCİAL STATEMENTS
(Continued)

İİ. EXPLANATİONS AND NOTES RELATED TÜ LIABİLİTİES

1. İnformation on deposits:

The Bank has no deposits due to its nature as an investment bank.

2. Negative difl’erences related to trading derivative fınancial Iiabilities:

3. İnformation on borrowings:

a. İnformation on banks and other financial institutions:

30 june 2016 31 December 2015

TL:

!‘C TL rc
Borrowings from the CURT - — - -

From Domestic Banks and Institutiuns 24,007 21,685
- --

— 1 ,75 1
From Foreign Banks. lns6wtiuns and
Funds . - 92,318 69,560
Total 24,007 113,003 - 71,311

İnformation on maturitv structurc of borrowings:

30

June 20 2015

1 TLı FCj TL FC
khort-term 24.007’ 44.034

-‘

30,211
vlediurn and Long-tem 1 -

69,969 -. 4 1 1 00
Tetal 24,007, 113,003 - 71,311

e. Additional explanation related to the concentrations of the Bank’s major Iiabilities on the
basis of concentrations, fund providing customcrs, sector groups and other criteria where
risk concentration is obsen’ed

The Bank, funds its assets mainiy wiih its capital and borrowings.
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?or\ard

Swap
Futures
Options
Other
Tahıl

30 June 2016 31 Derember 2015
TL FC’ TIJ

- 10 28

- - 20 28
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EXPLANATİONS AND NOTES RELATED TO UNCONSOLİDATED FLNANCIAL STATEMENTS
(Continued)

4. İnformation on Repo Transactions:

301une2016 31 December20ls
TL. FCj — TLİ -- FC

Financial Instiıuations 10,010 -L
Other — —1
Total 10,010 . -

5. Seeuritics Issued

None (31 December 2015: None).

6. İnformation on Borrower Fund:

Upto 1.3! 3-12 1-5Demand
1 month Month Montlı Year

30-Jun-I6 1
Borrower fund 167

31-Dee- 15

Borrawer fund 10,272 [ - - ...: -

7. İnformation on other foreign sourcc:

As of3O Jiine 2016. otber Iiabilities amount 10 TL 7.591 (31 December 2015: TL 5338) and donl
exceed 10% oftotal balance sheet excepl off balance sheet commitments.

8. Information on financial lease agrcemcnts:

30

June 2016 31 December20l5

-

Gross! NetI ross1 Net
LessTlıan 1 Year

________

j -

. -I
il_-t

_____t

-: t
Marc Than 3 Ycars -

Total -

9. Information on hedging derivative fınancial Iiabilities:

None (31 December 2015: None).
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCİAL STATEMENTS
(Continued)

10. Information on provisions:

a. Information on general provisions:
30June20i6J3

iDecembar 2015
Provisions forGroup l.LoansandRcceivahles 3,109 2,130

Additional Pro’ision for Loans aııd Receivahles ‘sith
[xtcnded Maturities -

Provisions for Group il. Loans and Receivables —:
— —

Additional Provision for Loans and Receivables wiih
E\ıended Maiurities -

Provisions for Non Cash Loans 292 253
Other 1 I2 287

kneral Provisions 3,513 2,670

b. Information on provisions related wiih foreign currency difference of foreign indexed
Ioans:

As of 30 June 2016, proivisions related with foreign currency difference of foreign indexed
Ioans amount 183 TL (31 Deceinber 2015: TL 167).

e. Information on specirıc provisions for non-cash Ioans that are non-funded and non
transformed into cash:

None (31 December 2015: None).

d. Information on other provisions:

i. Information on provisions for possihle risks:

None (31 December 2015: None).

ii. Obligations related to empioyec rights:

İn accordance with Turkish Labour Law, the reserve has been calculated by estimating the
present value of the future probable obligation of the Bank arising from the retirement of
its ernployees. TAS 19 necessitates the aetuarial valuation methods to calculate liabilitles
of enterprises. in Iliis context. the following actuarial assumptions vere used in the
calculation of total Iiabilities.

30 June 2016 31 December2ol5
- 3.49 3.491

The movement of employee termination benefits is shown below:

30 June 2016 31 December2olS
Balanceat the Beginningof the Period 234 0
Provisions Recognised Durin the Period (74) - - 74
Bolance nt the end of the period 160 234

in addition, as of 30 June 2016 the Bank have unused vacation provision of TL 113
(3 1 December 2015: TL 65).

ili. Other provisions are explained if they eıceed 10% of the total provision balance

Other provisions amounl of TL 910; TL 648 is for bonus provisions and TL 262 for
ongoing lawsuits and other. (31 December 2015: TL 1,333).
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30 JUNE 2016

EXPLANATIONS AND NOTES RELATED TO UNCONSOLİDATED
(Continued)

İl. İnformation on taxes payable:

a. Information on current year tax Iiability:

1) Information on tax provision:

FINANCİAL STATEMENTS

The Bank recognized TL 481, which is dıe rernaining amount after the deduction of
temporary taxes paid in the period from corporate ta>, to financial statements as current tax
IiabiIity as ofJune 30. 2016 (December 31,2015: None).

ii) İnformation on taxes payable:

3oJune2OI6j 3! Dccember20l5
:oşorate Tax Payable - 1,077 -
[axation on Marketahle Securities - —] 1
‘roperty los - - 1 -

3anking Insurance Transaction los (Bill) - 102 81
rorein Exchane lransaction Tax - - . - -
/a uc Added Tax Payable - - - 42 - 89
Jther 145 235
fotal 1,367 407

Information on premium payables:

30 June 2016 31 Dccember2ol5
ociaI Security Premiums —Emjloyee — 4 1 32
;ociaı Securitv Prcmiums — tmployer

______

461 37
ankSociaI Aid Pension FundPremium-EmpIo>e

-.

lank Social Aid Pension Fund Prerniuın—_ployer -. —

‘ensionFund Membership Fecs and Provisions- Ernployee —
— -- -- -.

‘ension Fund Membership Eces and Provisions- Ernploer .
Jnempioymernlnsurance—EmpIoycc t
tlnempio>ment Insurance — Employcr 6 4

..

... -- - -
rfotaı 96 75

b. Information on deferred tax liahilih-:

Explanations on the taxation of the Baak are presented in explanations and notes related to
unconsolidated assets.

12. Liabilities for assets held for sale and assets of discontinued operations

None (31 December 2015: None).

13. Information on the quantity, maturity date, interest rate and supplier firm of the subordinated
Ioans giyen to the bank and transactional option if there are any marketable securities

None (3 1 December2o 15: None).

iii)
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EXPLANATİONS AND NOTES RELATED TO UNCONSOLIDATED FINANCİAL STATEMENTS
(Continned)

14. İnformation on shareholders’ equity:

a. Presentation of paid-in capital:

30 June 2016; 31 December20l5
‘ommon Stock f 255,000 255,000
‘rcrcrred Stock

k Paid-in capital amount, explanation as to whether the registered share capital system is
applied and ifso, amount of registered share capital ceiling:

The Bank does not apply the registered share capital systern.

e. İnformation on share capital increases and their sources; other relevant information on
increased share capital in current period:

None.

d. Explanation on the transfers from capital reserve to paid-in capital in the current period:

None.

e. İnformation on capital commitments, the general purpose and the estimated sources for
these commitments until the end of the fiscal year and the subsequent interim period:

None (31 December 2015: None).

f. İnformation on the Bank’s income, profıtability, prior period indicators on Iiquidity and
uncertainty on these indicators and their potential effects on the Bank’s capital:

The Bank considers there is no uncertainty regarding the prior period income, profitability and
Iiquidity indicators, therefore the Bank does not foresee an effect on capital.

g. Summary information about privilcged shares representing the capital:

None (31 December 2015: None).

h. İnformation on marketable securities value increase fund:

30 June 2016 31 December 2015
TL’ FC TL! FC

rom Subsidiaries. Affihiatcs and Joint ventures -i
—- -

ialuation digerence (g)r
. (9fJ)

RatedifTerencc - - -

fotal (8> - (90)
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FLNANCIAL STATEMENTS
(Continued)

İli. EXPLANATIONS AND NOTES RELATED TO OFF-BALANCE SHEET ACCOUNTS

Information on off-balance sheet commitmcnts:

a. The amount and tvpe of irrevocable commitmcnts:

Irrevocablc Commitments 30 June 2016 31 December 2015
Foru ard Asset purchasc and saic cammitmcnts - - . 16,9 12
Fonvard Deposit purchasc and salc ccmrnitments --

-— -

1 2,009
Tax and fond IiabiIiües from UWOÜ commıtmcnı 2 25
Other Irrevocable commitments
Total 2 18,936

b. Type and amount of probable losses and obligalions arising from off-balance sheet items

1. Non-cash Ioans including guaranices, bank acceptances, collaterais and others that
are accepted as financial commitments and other letter of credits:

As of 30 Jııne 2016, the Bank has guarantee and indemnities arnounting TL 146,225 (3!
December 2015: TL 126,995) based upon the guarantee letter.

2. Revocable, irrevocable guarantees and other similar commitments and contingencies

None (3! December 2015: None).

c. Total amount of non-cash Ioans:

30 June 2016 31 December 2015
Non-cash Loans Giyen against Cash Laans - - - 59,424 -

With Original Maturfty of t Year or Lcss ihan 1 Year 7.590 - -.
Witfi Original Maturity of Marc Tlıan 1 Year 51.924 22,091

Other Non-cash Leans 86.800, 104,904
Tolal : 146.224! 126,995

d. Information on sectoral risk concentrations of non-cash Ioans:

Currcnt Pedod Prior Period
30 bine 2016 31 Decemher 2015

ÇI%)] IkLJJ.
Agrkultural L___ ..._:

......... -1 -1 .j_J -FanunuandkaisingLiveslock L —
. :_ —

Forcstn . - . . . -

rıslıng
— t ı :.. — — —

Manufactudng J tJi9 j,1IjŞ,!L 1.845 3.0914.686,21.81
Nlirnng -J . . . -
Production I.319L 1 49T 15,301 26.79 1.730 290 14.686 21.81
Electric.GasandWatcr .1 . 1151 019
Construction - 3230 36; 8.56! I499J 130 525 6.929 10.29
SCrViCLS 84.556 93,891 33,257 58.23 53,690 - 91.66: 35.715: 67.89
Wholcsalc and Rctail Trade 6.620 743 t 7.572 13.26 33.241 5571 :0.651 3067
HoteL FoodandBeverageServices

,

11.061 - 12411 -i 5,112 -l
Tsnonrnio and TelecommunicaLion - - - 9.200 10321 4321 0.76 -‘714 403
?I P’ 54.175 60,Ş0 2 4° QJ...16 Z2L Ş9 JJ±
.!l?s!!!ead Lcasinç Services -. 3.500 3.93 13491 4.11 .
SeIfEmployment Services . . . . - . -- -
Education Services . . . - . -

. -! -

... ... :1 :.
Talat 89,105: 100.00 57.119 100.00 59.665 100.00 67.330 100.00
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EXPLANATİONS AND NOTES RELATED TO UNCONSOLİDATED HNANCIAL STATEMENTS
(Continned)

e. Information on the non-cash Ioans classifıed in Group İ and Group İİ:

301une2016 -....
rn..... Groııpl Group 1!

.-. 1
TL FC TL FC

on-Cash Loans 89,105, 57,119
LCLLCrS ofGuarantee

__________

89,105 43.394] — —

BankAccepıances -—

____

—

Leuers ofCredit 13.725 -j -

Endorsements
—- — — —1 —

Undenvriling Cornrnitments - --
-

Facioring Guarantees — — — —

Other Commitments and Contingencies — — — —

2. Information on derivative transactions:

94 16 31 December 20
Forward foreign cureny purchase . 3,335
transactions
Forward foreign cuıteny seli - 3,794
tranSactionS
Currency swap-buy 6,924 32,122
Currency swap-seil 6,416 31,465
Top’am 13,340 71,216

3. İnformation on credit derivatives and related imposed risks:

None (3 Decernber 2015: None).

4. İnformation on Contingent Assets and Liabiiities:

(1) Conıingenı asseıs

None

(11) Conthıgeıı! liabilities

As of 30 June 2016, the Bank has reflected the provision for its ongoing Iawsuits amounting
TL 262 to the financial statemenis. The process regarding the Iaw suiıs is stili ongoing and decisions
wiil be finalised after trial.

The Bank issued indemniflcation lellers in favour of fts mernbers of Board of Direclors to protect
thern against possible claims.

5. İnformation on sen’ices in the name of others’ names and accounts:

None (31 December 2015: None).
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCİAL STATEMENTS
(Continued)

IV. EXPLANATIONS AND NOTES RELATED TO INCOME STATEMENT

1. Information on interest income:

a. Information on interest income on Ioans:

3OiuneZOl6 3OJunc2Ol5

TL FC TL FC
Short-term Luans 13,516 238 5,428 223
Medium/Long4erm Loans 475 49 -
Inlerest on Loans Under Follow-up - -

— -J -

Premiums Received from Resouree Utilisution
SupportFund

. - - —

Total 13,991, 1,4761 5,477 223

Information on interest income on banks:

,

6 30June2015
TL TÜ FC

From the CBRT 644
. 8: , -

Frorn Domestic Hanks 807 - 4,350:
From Foreign Hanks

. 1 1 1 I 1 22 9
Headquartcrs and Branehes Ahroad -1
rotal 989 Il 4,480 10

Information on interest income on marketable securitles:

3OJune2Ol6 3OJune2OlS
TL FC TL Et

rom Tradina Financial Assets — —
rom Financial Asseis M Fair Valuc through Proflt or

r_os -
romAvaiIabıeforsaIeFınaı Assets -! , 921 -
‘rom HeId-to-Maturitv Investments — — —
rotal 867 921

d. Information on interest income received from investments in associates and suhsidiaries:

None (30 June 2015: None).
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS
(Continued)

2. Information on interest expense:

a. Information on interest expensc on borrowings:

3OJuneZOl6 3OJune2Ol5
TL: FC TL

Banks 247 I,230 1 179
ThCCBRT .,.,

. .J .

Domestic Banks 51 55[ 1 8
Fordn Hanks 196 1,174 - 171
1 ieadquaners and Branches Abroad

.

Othcrlnstitutions .. ...

. .1 — ... .

Tahıl r 237 I.23O 1’ 179,

k Information on interest expense giyen to invcstments in associates and subsidiaries:

None (30 June 2015: None).

c. Maturitv structure of the intcrcst expense on deposits:

None (30 June 2015: None).

d. Interest expense on issued marketable securities:

None (30 June 2015: None).

3. Information on dividend income:

None (30 June 2015: None).

4. Information on trading income/Ioss (Net):

3OJune2Ol6 3OJune2OIS
Incame 9,832 4,287

!nşpmeiom Capilal Market Tnnsactions
.. J7 -.

Income from Derivalive Financial Tnnsacıions - 1.336 156
Foreign Exchange Gains 8,479 4, 13 1
Loss(-) 8,935! 3,294
LossfromCapitalMarkctTransactions J... .

- 464
ıLossfrornDerivative FinancialTransac(ions() 433
ForeignExchangeLoss - .

. J 8,502 3,372
897 (7)

Duc to the shon maturiiy of derivalive linüncial insımments heid by the Bank. changes in exchange rate creales gains
and Ioss from derivative flnancial transactions.
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCİAL STATEMENTS
(Continucd)

5. İnformation on other operatiııg income:

Olher operating incorne ineludes cancellation of TL 7 per participant addendıım, other operating
income consisis ofTL 105 income from previous years’ provision cancellations addendum and there
is no income regarding extraordinary accounts. (30 June 2015: TL 2)

6. Provision cxpenses related to Ioans and other receivables:

3OJunc2OI6 30June2015
Specilic Provisions for Loans and Other Receivables . - -

ili. Group Loans and Receivables
- -

IV. Group Loans and Receivables .

-

V. Group Loans and Receivables
-

General Provision [xpenses
_._

Ş43
—-

Provision Lxpense for Possible Risks
— . ——

Marketable Securities ImpairmcnlE\pensc --

-

-- Financial Assets al Fair Value Througb I>roflı or I_oss
-. —

Available-for-sale Financial Assets
-

lnvestmenls in Associales, Suhsidiaries and I-IcId-ıo
Ma(urity Securities Valuc Decrease

-

Investınenls in Associales
-

Subsidiarics
-

Joinl Ventures
-

I-Ield-w-Maturity Invesıments
Olber

-

Tolal 843 842

7. İnformation related to other operating expenses:

3OJune2Ol6, 3OJune2OIS
Personnel Epcnses

.

3863; 2.686
Reserve For Employee Termination Benefıts

,_,
2

Bank Social Aid Pension Fund Delicit Provision
-

Impairmenl Expenses of Fixed Assets
Depreciation Expenses of Fixed Assets 98 55
Impairmenı Expcnses of Intanible Assets

—

Goodwill impairment expenscs
—_______ --—-—_——----—-.-.—

rnortisaUonExpçnscs of Lntanib1e Asseis
— —

— 152

_____________

-- 68
impairmenı Expenses of Equit Panicipaıions for which

- FçuityMethodisApp!ied

______________

rnpairmenl Expcnses of Assets Heid For Resale

_____________________

Depreciation EpensesofAssetsHeldforResak — —

. -

impairmcntExpensesofFixed Assets Held forSale
—

_________

JtherOperating Expenses
—

__2..3 1.639
-- OperationalLease Expenses

——

724
-- Maintcnance Expenscs :___ — — 6 — -

AdverıisingExpenses
—--—-

376
OıherE\pense

—

L529r LJQ
LossonSalesofAsscts

- 4
Dther 613 1.259
Total 7468 5.749
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EXPLANATİONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS
(Continued)

8. Information on income/Qoss) before fax from continning or discontinued operations:

Loss before tax comes from net interest income amounting TL 15,2 19, net commission fee income
amounting TL 571, trading loss amotınting TL 897, other operating income amounting TL 114,
provision for ban losses and other receivables arnounting to TL 843 and otlıer operating expenses
amounting TL 7,468.

9. Information on provision for taıes from continuing or discontinued operations:

As of3O June 2016 the Bank has cuneat tax expense TL 1,558 TL (30 June 2015: None). The Bank
has deferred tax Ioss amounting to TL 307 (30 June 2015: TL 1,135).

As of 30 June 2016, the Bank doesnt have any discontinued operations.

10. Information on net income/(Ioss) from continuing ur discontinucd operations:

The Bank doesn’t have discontinued operations. The Bank’s net profit from continuing operations
amounting to TL 6,625 (30 June 2015: TL 3,642 Ioss).

11. İnformation on net income/(loss) for the period:

a. If the disclosure of ordinan’ banking transactions and the composition of income and
eıpense items is necessary to understand the annual performance of Bank, the
composition and amount of these items:

None (30 June 2015: None).

b. If an accounting estimate change significantly affects the profit/Ioss in the current period
ur has a probability to significantly affect the profit/Iuss in the subsequent periods, the
overali effect is disclosed:

There is no signifıcant change in accounting estimates which would affect the ctırreni or the
subsequent periods.

12. Disclosure of 20% of sub-accounts in the case of other line items exceed lO% of the income
statement total.

Information related to other income and disclosure and footnotes related to incorne statement and
information related to other expenses and disclosure and footnotes related to income statement are
presented in footnote numbered 5 and footnoie numbered 7 respectively.
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EXPLANATJONS AND NOTES RELATED TO UNCONSOLIDATED FİNANCIAL STATEMENTS
(Continued)

V. EXPLANATİONS AND NOTES RELATED TO STATEMENT OF CHANGES İN THE
SHAREHOLDERS’ EQUİTY

1. Information on available-for-sale fınancial assets:

“Unrealized gains and losses” arising [rom changes in the fair valuc of securities ciassifled as
available-for-sale are not recognized in current year income statements; they are recognized in the
“Marketable securities value increase ftind” account under equity, unlu the financiai assets are soid,
disposed or impaired.

There is Ioss for marketable securities valuation difference related to available-for.sale fınancial
asseis of TL 8 (3 1 December 201 5: TL 90).

2. Amonnts transferred to legal reserves:

The Bank has no arnounts transferred to legal reserves for cıırent period.

3. Information on distribution of profıt:

No dividend distribution has been announced after the balance sheet date.
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLİDATED FINANCİAL STATEMENTS
(Continued)

Vi. EXPLANATIONS AND NOTES RELATED TO STATEMENT OF CASH FLOWS

1. İnformation on cash and cash equivalents:

Components of cash and cash equivalents and the accounting policy applied in their determination:

The effect of any ehange in the accounting policy of current period and the balance sheet recorded
amounts of the componenis that make up cash and cash equivalents (excluding rediscoıınt balances,
reserve requirernents, placernents with nıatıırity longer than 3 rnonths and blocked accounts) are
considered as cash and cash equivalents.

a. Cash and cash cquivalents at the beginning of the period:

2. Explanation about other cash flows items and the effect of changes in foreign exchangc rates
on cash and cash equivalents:

The “Other” items presented in “Net operating income before changes in operating assets and
Iiabilities” amount toTL 6,325 (30 June 2015: TL 1,902) mainly consists foreign exchange gam and
Ioss iterns and other operating expenses excluding fees and commissions paid. ırading gains/losses
and other operating expenses excluding personnel expenses.

The “Net increase/decrease in other Iiabilities” item under “Changes in operating assets and
liabilities” amountingto TL 4.182 (30 June 2015: TL 2.604) consists of mainly changes in prepaid
expenses amd other assets.

The “Net increase/decrease in other Iiabilities” item under “Changes in operating assets and
Iiabilities” amounting to TL 3,695 (30 June 2015:2,968) consists of mainiy changes in miscellaneous
payables, other Iiabilities and taxes and other duties payable.

Cash
Cash. ForeinCurrencyandOther -

TC. Central Bank
Other
Cash EftuivaIents -

Banks
Inlerbank Money Market Placemenis
Total Cash and CashEquivalents

Blocked amounts on cash and cash equivalents
Inlerest incorne rediscounts on cash and cash equivalents
Cash equivalents vith a maturity loner than ıhrcemontlıs
Unrestricted reserve deposits

Cash Flow Statements Cash and Cash Eguivalcnts

_________

3OiuneZOIĞ 3OJune2OI5
15,059 3,717

24 17
15,0351 3.700

3I,613 94,323
- 20.309 94.323

11.304 -

46,672

(14,623

________

32,049,

98,040

(2,955)

95,085
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EXPLANATİONS AND NOTES RELATED TO UNCONSOLİDATED FİNANCİAL STATEMENTS
(Continued)

Vİİ. EXPLANATIONS AND NOTES RELATED TO THE BANK’S RİSK GROUP

1. The volume of transactions relating to the Bank’s risk group, outstanding ban and deposit
transactions and profit and boss of the period:

a. Current Period (30 June 2016):

: Olher real and legal persons Ihat
Invcs(menls in Assıpçiates. Dircet and iııdircet shareholders have hecıs inçloded in the risli

anks’ Risk Croııp suhsidiaries and jıinL vcnlores1 of the Basık grnnç
Cash’ Non.Cash Cash[ Non.Cnsh] Caslı ‘on-Caçh

.oans and Other
eceivabIus

Beginning of ilie
l’criod — —p — — — —
End of the reriod - -! - 22,644 - -

lnwresi and Commission
lncoıne Received 1 —: — — 114 —

Previous Period (31 December 2015):

Ollıer nal and legal persons ilini
lnvestrnents in Associnits,1 Direet and indireet shnreholders1 Iınve heen inci uded in the risI

Hanks’ Risk Groop 1 sohsidiaries and joinl vcn1ure of the Hanki groo
Cnsh; Non.Cuslr (‘asit. Non.Cnslı: Cnsh: N oıı—Caslı

Loans and Otlıer
eceivahles

Beginning of the
Period - - - - - -
End of ilie l’criod - . - 22,475 8,082 30,227

tsıtercsl and
:ommission Income
keceived - 98 74 30

b. Information on deposits of the Bank’s risk group:

The Bank doesnt have any deposits since it is an investment bank.

c. İnformation on fonvard and option agreemcnts and other similar agreemcnts made with
the Bank’s risk group:

No option and forward aggreements wiih the Bank’s Risk Group. (31 December2ol 5: None).

As ofJO June 2016. there 15 flO amount for curent account of risk group (31 December 2015:
TL 10,213).

d. İnformation on key management compensation:

As of 30 iune 2016, key rnanagement compensation amount k TL 1.395 (30 June 2015: TL
606).

VIİİ. EXPLANATİONS AND NOTES RELATED TO THE DOMESTİC, FOREİGN, OFF-SHORE
BRANCHES AND FOREİGN REPRESENTATİVES OF THE BANK

None (31 December 2015: None).
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SECTION SIX

OTHER EXPLANATIONS AND NOTES

1. OTHER EXPLANATIONS RELATED TO OPERATIONS OF THE BANK

None.

11. EXPLANATIONS AND NOTES RELATED TO SUBSEQUENT EVENTS

None.

111. EXPLANATIONS ON REVİEW REPORT

The unconsolidated financial statements for the year ended 30 June 2016 have been reviewed by Güney
Bağımsız Denetim ve Serbest Muhasebeci Mali Müşavirlik A.Ş.
(EStY) and the independent auditor’s review report dated 08 August 2016 has been presented with the
unconsolidated financial statements.

IV. EXPLANATİONS AND NOTES PREPARED BY İNDEPENDENT AUDITORS

None (31 December 2015: None).
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SECTION SEVEN
Explanation related for İnterim ünancial report

Message from the Chairman

in accordance with PASHA Bank Turkey’s strategic and operational targets, we liave compieted the second quarter
of 2016 with a prorıt ofTL 6,6 million, which raised ıip 82% by comparison with the sarne period of previous year.
We preserved the quality of our assets, expanded our credits and balance sheet in a steady manner whiie the wise
strategies are crucial in this period. PASHA Bank has continued earning new customers and maintained its suppon
to the entrepreneurs and the Turkish economy in Iliis period respeciing its corporale vaines and shareholders
aspirations.

The lolal arnonnt ofcash loans utilized to our customers has becorne TL 326.8 million. while total assets has reached
TL 399,2 million. The tom! equities of PASHA Bank. as the primary source of funding has stood nt TL 237,3
Million. whereas borrrowings due to credit institutions reached to TL 138 Million by increasing up 94% since year
end. Asa result of prudent credit policies pursued by our Bank, the ratlo of NPL to total ioans has realized as %0
as ve had achieved in the previous period.

During this period ve have acceierated our activities to increase and diversif our funding sources and stepped
fonvard in line with our priority for sustainable growth so as to focused on increasing the operational efflciency.
whilst we fu!fllled our target for sustainable profıtability in this quarter.

PASHA Bank’s determination to apply best class corporate governance principles, its willingness to manage this
process dynamically and continuously. and finally the progress achieved the last year has been confırmed by an
independent rating agency and our corporate governance rating is increased to 9.26 from previous rating 8,94.

Bank debuted large scale PR activities in 2016 as another key strategic move to increase recognition of the PASHA
Bank brand among the target audience and continued to reinforce brand awareness by participating to the serninars
and sponsorships after two years of iıs succesfull operations.

Despite severai externai siıocks Turkey’s economic growth has shown resilience in 2015. We positiveiy thinkthat
the worst adversities are left behind for economies ofboth Turkey and Azerbaijan in the last year and ve anticipate
positive sentiments for the rest of the year.

We are working hard to achieve our business goais in 2016 and wiih an efTort to expand our array of products and
services in line with the needs and expectations ofour customers.

Our operations, ever increasing cooperation among Turkey-Azerbaijan-Georgia and the synergy among our three
hanks positioned in this triangle has been reinforcing our faith to gam higher share in the trade and investment
volume inereasing in our target region. 1am looking fonvard to have an operating period with positive developments
reflected in the forthcoming quarters and towards its economic potential; the trade relations arnong Turkey
Azerbaijan-Georgia are enhanced and the long termjoint projects are increasingly continued.

1 would like to thank our valued employees and our management team for İheir dedicated professional work, our
shareholders and ali business partners for their valuable support, and our customers for their confıdence in PASHA
Bank.

Sincerely Yours,

Agha Ali Kamalov
Chairman
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Message of General Manager

Despiıe alI the global and geopolitical developrnents, la the second quarıer of 2016 was followed by a fairiy
moderate course as in the first quarier.Durable position ofTurkish Lira against exehange rates and showing a falling
tendeney in the expected infiation. strengthen the Central Bank ofTurkey to impose reductions in interest rates and
conduce to started simpiification process.We think with the effect of domestic consumption and ptıblic expenditure
Turkey’s economy in the second quarıer continued moderate growth as welI as in the first quarter witlı a high growth
ratlo 4.8%.LS Central Banks of the Fed’s interest rate increases would process. due to the decision to exit from
England towards the European Union. which causes the acceleration in capital inflows to emerging market
countries; Japan, Etırope, and of the latest developments the announcement of Bank of England give weight to the
expansionist policies releases the moral source in the market.

AlI willı ıhis positive developments there is an ongoing profitability in the banking sector. Turkislı banking sector
continued to maintain a capital adequacy ratio of 15% with a strong capital structure and asset qualily. As of the
end of June, make profit of 6,6 million TL ve as PASHA Bank were able to maintain our goal of sustained
profitability.

We continued our advertising activities of the bank in the second quader of the year. We continued to strengthen
our relations work with the Turkish-Azeri bıısinessmen in cooperation with the Foreign Economic Relations Board,
we have been involved in various projects and Turkey-based trade volume between Azerbaüan to develop by
providing sponsorslıip to the organization ve have inereased the bank’s awareness in both countries. ‘Best Financial
Investment of the Year’ award by Ekovitrin Magazine was proııd us and our shareholders. We wili continue to
expand our customer portfolio and increase the resource diversity in second half of the year.In the second half of
2016 and 1 wislı to have a nice stable period for the Turkish econorny and extend rny respect.

11. Cenk Eynehan
General Manager and Member of the Board of Directors
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CONVENIENCE TRANSLATİON OF PUBLICLY ANNOUNCED
UNCONSOLIDATED FİNANCİAL STATENİENTS ORIGİNALLY ISSUED
İN TURKISH, SEE NOTE 1 OF SECTION THREE

PASHA YATIRIM BANKASI A.Ş.
NOTES TO UNCONSOLIDATED FINANCİAL STATEMENTS AT 30 JUNE 2016
{Amounls are cxpressed in thousands ofTurkish Lira (‘İL) unlcss olhcnvise stated.)

A. ENTRY

1. Amendments made in Articles of Incorporation within the period

There is no amendment in the Articles of Incorporation within the period.

2. Significant Events and Transactions within the Period

There is no significant change related to information except for the disclosures including numeric

information in financial statements inoluded in annual activity report prepared in accordance with

Regulation on Procedures and Principals related to Preparation and Publication ofActivity Report.

B. NON-CONSOLWATED FINANCİAL INFORMATİON AND IST QUARTER REVIEWS

(K TL) 30 June 2016 31 December 2015

Cash assets and Central Bank 15,059 12,663

Marketable Securities in the tradebook 408 604

Marketable Securitles 16,539 9,6 19

Payables to Money market and Banks 31,613 47,357

Loans 326.785 245,741

Relaled Companv - -

Other Assets 8,831 6,418

Total Assets 399,325 322,405

Credits ohtained 138,0 10 71,311

Payables to Money market 10,0 10 -

Other Liabilities 13,956 20,542

Paid in Capital 255,000 255.000

Profıt Reserves 324 324

Marketable Securities Valuation Difference (8) (90)

Accumulated profıt / loss (24,682) (33,469)

Net Prof! / Loss 6,625 8,787

Total Liabilities 399,235 322,405
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CONVENIENCE TRANSLATİON OF PUBLICLY ANNOUNCED
UNCONSOLIDATED FİNANCİAL STATEMENTS ORICINALLY ISSUED
İN TURKISH, SEE NOTE 1 OF SECTİON THREE

PASHA YATIRIM BANKASI A.Ş.
NOTES TO UNCONSOLIDATED FİNANCİAL STATEMENTS AT 30 JUNE 2016
(AnıounLs are exprcssed in thousands ofTurkish Lira (1L) unlcss oıhenvise stated.)

PASHA Bank 2ND QUARTER REVİEWS

The Bank has completed second quarter of 2016 with a profit number of TL 6,625 according to
non-consolidated data. Total non-consolidated assets of the Bank k TL 399,235 witlı a 24%
increase compared to 2015 year-end. The Bank continues its operations through Iıeadquader units
as ofiune 30, 2016.

The share of our securities in balance sheet k 4%. The credits are TL 326,785 increasing ata ratio
of33% compared 10 year end of 2015. The share ofcredits in bini assets is82%.

The capital adequacy mtio of the Bank is 66.49% as of June 30, 2016. The bank has a sirong
fınancial siructure thanks to its strong capital and asset quality.

C. EXPECTATIONS OF PASHA BANK REGARDING 2016

Pasha Bank preserves it expectaiions included in activit) report of2O 16 and anticipates an infiation
rate of 7.5-8% and an economic growth of 3.5-4% in Turkey. The Bank aiso anticipates that the
rabb of curreni defıcit to GDP wili be 4-4.5% and unernployment rate of 10.50%.
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