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Convenience Translation of the Report on Review of Interim Finamétamation Originally Issued in
Turkish

REPORT ON REVIEW OF UNCONSOLIDATED INTERIM FINANCIAL INFORMATION
To the General Assembly of T¢rkiye Hal k Bankaseé
Introduction

We have reviewed the accompanying unconsolidated statement of financial position of Turkiye Halk
Bankaseée A. k. (At he Banko) as at 30 June 2019,
unconsolidated statement of profit or loss and other compsatleeincome, unconsolidated statement of
changes in shareholdersod6 equity andmouathpermodten! i dat
ended, and a summary of significant accounting policies and other explanatory notes. The Bank
management isssponsible for the preparation and fair presentation of the accompanying unconsolidated
interim financi al information in accordance wit
(ABRSAO0O) Accounting and Financieglul Rép omt iomg iR gu
and Principles Regarding Banksd Accounting Prac
Official Gazette dated 1 November 2006 with No. 26333, and other regulations on accounting records of
banks published by the Bamkj Regulation and Supervision Board and circulars and pronouncements
published by the BRSA and Turkish Accounting St
for the matters not legislated by the aforementioned regulations. Our responsibitityexpress a
conclusion on this unconsolidated interim financial information based on our review.

Scope of Review

We conducted our review in accordance with the Independent Auditing Standard on Review Engagements
2410, fReview of I nterim Financi al I nf or mati on P
review of interim financial information consists of nrakinquiries, primarily of persons responsible for

financial reporting process, and applying analytical and other review procedures. A review of interim
financial information is substantially less in scope than an independent audit conducted in accordance
with Independent Auditing Standards and the objective of which is to express an opinion on the financial
statements. Consequently, a review of the interim financial information does not provide assurance that
the audit firm will be aware of all significamatters which would have been identified in an audit.
Accordingly, we do not express an audit opinion.

Basis for Qualified Conclusion

1. During the current period, the Bank reversed the total amount of general reserve amounting to TRY
414.000 thousand lich was provisioned as at 31 December 2018. If the mentioned general
provision was never provisioned in the prior period and not reversed in the current period, prior
periodsd income would be higher by TRW¥db&14.000
lower by TRY 414.000 thousand as at 30 June 2019.



2. The Bank reclassified the government bonds amounting to TRY 18.965.006 thousand, which were
previously classified under financial assets at fair value through other comprehensive income
accordingo the business model prepared in accordance with Turkish Financial Reporting Standard
(ATFRSO) 9, into financi al as s e marketaldesscuritiee d a't
revaluation fundaccumulated under other comprehensive income otddss reclassified through
profit or loss amounting to TRY 2.229.977 thousand on 23 May 2018. The reclassification
constitutes a departure from TFRS 9. The government bonds reclassified into financial assets
measured at amortised cost as at 30 June 20b@rdged to TRY 18.116.813 thousand. If such
classification were not mad e, tot al assets and
lower by TRY 2.446.404 thousand as at 30 June 2019.

Qualified Conclusion

Based on our review, except for the effects of the matters described in the basis for qualified conclusion
paragraphs, nothing has come to our attention that causes us to believe that accompanying
unconsolidated interim financial information does not predairly, in all material respects, the
financi al position of Tg¢rkiye Halk Bankasé A. k.
and its cash flows for the simonth period then ended in accordance with the BRSA Accounting and
Financial Rporting Regulations.

Emphasis of Matter
We draw attention to the following:

As detailed in Section 5 Note 7, one of the Bank
for some of the charges by the &)uoft tme twieo lUatii
USA sanctions involving Iran as of 16 May 2018. Defendant former director was released on 19 July
2019. The appeal process of the case still continues.

The Bank is not a trialist or defendant in this case. The respective court in this trial has not issued any
administrative or monetary decision against the Bank. The Bank is also closely following this trial by
hiring external legal counsel resident in thBA.

Separate from this trial, there is an uncertainty of any negative decisions by the USA authorities against
the Bank affecting its financi al position, i f a
enforcement or other actions against Benk at this stage. No provision has been made in the
accompanying unconsolidated financial statements related to this matter. Our conclusion is not modified

in respect of this matter.

Report on Other Legal and Regulatory Requirements

Based on our rew, nothing has come to our attention that causes us to believe that the unconsolidated
interim financi al i nformation provided in the M:
the accompanying unconsolidated financial statements, is esérged fairly, in all material respects,

and is not consistent with the reviewed unconsolidated interim financial statements and the explanatory
notes.



Additional paragraph for English translation:

The effect of the differences between the accognfpirinciples summarized in Section 3 and the
accounting principles generally accepted in countries in which the accompanying unconsolidated interim
financial statements are to be distributed and International Financial Reporting Standards (IFRS) have not
been quantified and reflected in the accompanying unconsolidated financial statements. The accounting
principles used in the preparation of the accompanying unconsolidated interim financial statements differ
materially from IFRS. Accordingly, the accompamyifinancial statements are not intended to present
the Bankdéds financi al position and results of [
generally accepted in such countries of users of the unconsolidated interim financial statemeRS.and IF

DRT BAJI MSI Z DENETKM VE SERBEST MUHASEBECK MALK
Member ofDELOITTE TOUCHE TOHMATSU LIMITED

Hasan Keéel é-
Partner

Istanbul, 8 August 2019
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T! RKKYE HALK BANKASI Ak
THE UNCONSOLIDATED FINANCIAL REPORT
FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2019

IHALKBANK

1. The Bankds Headquarter Address
Barbaros Mahall eddliAt kebboy/ 8skakbihOo

2. The Bankdéds Cont ac:t Phone and Facsimil e
Phone : 0216 503 70 70
Facsimile 10212 340 93 99

3. TheBanko6s We bnailiAtddeessand E
Website:www.halkbank.com.tr
E-mail Address: halkbank.ir@halkbank.com.tr

The unconsolidatedix-month periodendedfinancial report designed by the Banking Regulation and
Supervision Agency in line with Communiqoé Financial Statements to be Publicly Announced and
the Accompanying Policies and Disclosures consists of the sections listed below:

1 Section One : GENERAL INFORMATION ABOUT THE BANK

1 Section Two : UNCONSOLIDATED FINANCIAL STATEMENTS

1 Section Three : EXPLANATIONS ON ACCOUNTING POLICIES

1 Section Four - INFORMATION RELATED TOFINANCIAL STRUCTUREAND RISK
MANAGEMENT OF THE BANK

1 Section Five - EXPLANATIONS AND NOTESRELATED TO THE
UNCONSOLIDATED FINANCIAL STATEMENTS

1 SectionSix : LIMITED REVIEW REPORT

1 SectionSeven : INTERIM ACTIVITY REPORT

The unconsolidatedrfancial statements for tlsex-month periocand related disclosures and footnotes
that are subject tolimited review andare prepared in accordance with the Regulation on Accounting
Applications for Banks and Safeguarding of Documents, Turkish Accounting Standards, Turkish
Financial Reporting Standards and the related statementguahghce and in compliance with the
financial records of our Bank and, unless stated otherwise, presettiedsands of Turkish Lira.

Istanbu) 8 August2019

R. Suleyman Osman Arslan Sadek T MehmetEmin Yusuf Duran Os man B
Ozdil Ozcan Ocak
Chairman of Member of the Independent Independent Financial Financial
the Board of Board of Member of the Member of Management  Accounting
Directors Directors, Board of the Board of and Planning  Department
Chief Executive Directors, Directors, Vice Chief Head
Officer Chairman ofthe Member of Executive
Audit Committee the Audit Officer
Committee

For any questions regarding this financial report, contact details of the persohakge is given
below:

Namefitle : Arman Acar/ Manager

Tel 10216 503 57 59
Fax No 0212 340 09 90


http://www.halkbank.com.tr/
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TURKKYE HALK BANKASI Ak
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2019
(Amountsexpressed in thousand Turkish Lira (TRY) unless otherwise stated.)

ISECTION I: GENERAL INFORMATION ABOUT THE BANK H

I ESTABLISHMENT DATE OF THE BANK, INITIAL ~ ARTICLES OF ASSOCIATION,
HISTORY OF THE BANK INCLUDING THE CHANGES OF THESE ARTICLES

T¢rkiye Hal k Bankaseé Amo miHm) ledam kedoperatiofist h e A B¢
accordance with the law no: 22841938 and still continues its activities as alputommercial
bank.

Il CAPITAL STRUCTURE OF THE BANK, SHAREHOLDERS THAT RETAIN DIRECT
OR INDIRECT CONTROL AND MANAGEMENT OF THE BANK SOLELY OR
TOGETHER, CHANGES ABOUT THESE ISSUES DURING THE YEAR AND
DISCLOSURES ABOUT THE GROUP

The capital of the Bank is controlled directly bythe r ki ye Varl ék Fonu
As of30 June2019t he sharehol dersdé structure and their

as follows:
30 June 31 December
Shareholders 2019 % 2018 %
Te¢rkiye Warl ék Fonu 638.276 51,06 638.276 51,06
Public share® 611.641 48,93 611.641 48,93
Other shareholdefs 83 0,01 83 0,01
Total 1.250.000 100,00 1.250.000 100,00

@  Theslar es of t he Tamolnting e TRY&50hav&kbedn meluded in Public shares. With these
shares, the total shares amounting TRY 638.826 held By ¢he k i y e \Ms5d4,11% d&f the-tatah dhares.

@ TRY 81 of the shares included osharehdiderswh@se $haresddibtar e h o |
trade on the exchange (though these shareholders have been dematerialized in their own accounts) while TRY
2 of which belong to shareholders whose shares are monitored under the shares not registered under the custody
of the Central Securities Depository of Turkey due to the ongoing legal action.

In accordance with the Law No: 6327 dated 13 June 2012 and 3wart&id added to the
Article 2 of the Law No: 4603, as per the Turkish Commercial Code, the Public shares will b
controlled and represented by the Minister the Bank is reporting to, until the sale procedures of
the public shares are completed.



TURKKYE HALK BANKASI

Ak

NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2019
(Amountsexpressed in thousand Turkish Lira (TRY) unless otherwise stated.)

HSECTION I: GENERAL INFORMATION ABOUT THE BANK (continued)

a)

b)

EXPLANATIONS REGARDI NG THE BANKO S

CHAI RMAN

THE BOARD OF DIRECTORS, AUDIT COMMITTEE MEMBERS, CHIEF
EXECUTIVE OFFICER AN D EXECUTIVE VICE PRESIDENTS AND THEIR
SHARES ATTRIBUTABLE TO THE BANK, IF ANY

Name

Title

RecepS¢ | ey man
HimmetKk ARADAJ

Osman ARSLAN
Meltem TAYLAN AYDIN
Mehmet Emin OZCAN

Maksut SERKM
Sadék TILTAK

Sezai UCARMAK
Mevliit UYSAL

Yél maz ¢OLAK

Faruk ¥Z¢ELKK
Kl han B¥L| KBAK
Ergin KAYA

Yal -én MADENCK
Yusuf Duran OCAK

Hasan TUNCAY

People mentionechao v e do
The Bankds top

and dates of assignment.

not

management

¥ Z D K Chairman of the Board of Directors

Vice Chairman of the Board of Directptadependent Member
of the Board of Director

Member of the Board of Directors, Chief Executive Officer
Member of the Board of Directors

IndependenMember of the Board of Directors, Member of the
Audit Committee

Member of the Board of Directors

Independent Member of the Board of Director, Chairman of t
Audit Committee

Member of the Board of Directors

Member of the Board of Directors

Member of the Supervisory Board

Member of the Supervisory Board

Executive Vice President, Loan Allocation and Management
Executive Vice PresidenBanking Operations and Information
Technology

Executive Vice President, Corporate and Commercial Marke
Executive Vice President, Financial Management and Planni
Executive Vice President, Retail Banking

own any shares in the

member s who have

Title Name Starting Date
Member of the Board ddirectors Sezai UCARMAK 27 February 2019
Executive Vice President Er kan KKLKMCK |22February 2019
Member of the Board of Directors Mehmet Emin OZCAN 27 May 2019
Member of the Board of Directors Mevlit UYSAL 27 May 2019

Executive Vice President

Yal MADENCK 11 June 2019

Executive Vice President Kl han B¥L; KBAKk| 11 June 2019
The Bankdéds top management members who have
of leaving.

Title Name Leaving Date

Member of the Board of Directors Mehmet Ni hat ¥|27May2019

Member of the Board of Directors Ahmet YARIZ 27 May 2019

Executive Vice President Sel ahattin S| L|31May?2019

Executive Vice President Me hmet Aki f AY]|31May?2019

Executive Vice President Mustafa CODEK 31 May 2019

Executive Vice President Metin KOSTEK 31 May 2019

Executive Vice President Mehmet Sebahattin BULUT 31 May 2019

Executive Vice President

Erkan KKLKMCK 25 June 2019

4

Bankods

A B OME MB

capit

assign

|l eft t

|



TURKKYE HALK BANKASI Ak
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2019
(Amountsexpressed in thousand Turkish Lira (TRY) unless otherwise stated.)

HSECTION I: GENERAL INFORMATION ABOUT THE BANK (continued) H

V.

b)

INFORMATION ABOUT THE PERSONS AND INSTITUTIONS THAT HAVE
QUALIFIED SHARES ATTRIBUTABLE TO THE BANK

Exceptt or t he T¢ r knopersonvoainstitidekhaskmy gualified shares attributable
to the Bank.

EXPLANATIONS ON THE BANKO GNSFANINIGNES OF ACTIVITY
Gereral information about the Bank:

T¢e¢rkiye Hal kB a nbkegarsité opératians in 1888&ccordineetwith the Law
No: 2284 and still continues its activities as a public commercial bank.

Law numbered 4603 reg&udhnongiybkbéei iZawaan Bagnkt
Bankasé Anonim kirketi and T¢rkiye Emlak Bank
framework of the macreconomic program for the period 26R002. The purpose of the law

is to modernize the operations oéthanks to arrive at a point where the requirements of the
international norms and international competition can both be reached and it also aims to sell
the majority of the banksd shares to individal
revised its charter of establishment, elected a new board of directors and increased its nominal
capital from TRY 250.000 to TRY 1.250.000 in the extraordinary general assembly held on 14

April 2001. Within the scope of the restructuring process, the Baekeztgovernment bonds

in settlement of the accumul ated specific du
receivable was thus eliminated as at 30 April 2001. In addition, a significant number of
personnel were encouraged to sign new contracts teansferred to other government
institutions.

According to Article 2.2 of Law No: 4603, subsequent to the completion of the restructuring
procedures, the procedures involved in sale of the shares of the Bank were to be concluded
under the provisionsofdw No: 4046 based on the ARegul ati
and Amendment of Some Laws and Decrees with
to restructuring and sale of the shares vgeiagto be completed within three years (until 25
Novemler 2003) as of the effective date of the related law. However, by Law No: 5230 dated

31 July 2004, the term A 3 yearso in Article
to A5 yearsod and subsequently by dtewmwaso: 557
amended to fAl0 y esamemmesAhe pratizatorsperiod of thef Bartk h

was extended. The Council of Ministers has the authority to extend this period by the half of

that period for one time onlythe Council of Ministers é&xended t he hal f of t
period as published in the Official Gazette by the Decree numbered 2010/964 and dated 6
November 2010.

As per the Higlr Council of Privatizationdecisionnumbered 2006/69 dated 11 August 2006,

the public shares were tnaferred to the Pratization Administration and 9% of the Bank
shares were decided to be sold before 25 May 2008 using the block sale mé&hod.
Department of Council of State with its decision numbered 2006/4258 dated 29 November 2006
to cease thexecution ofthe High Councibf Privatizatio® decisionnumbered 2006/69 dated

11 August 2006. Thereupon, as per thexisionof the Higher Council of Privatization
numbered 2007/8 dated 5 February 2007, up to 25% of the public shares that were previously
transferred to the Privatization Administration, were decided to be privatized by a public
offering and it was decided to be concluded by the end of 2007. The first phase of the
privatization procesef the Bank corresponding to 28% was completed in ¢hfirst week of

May 2007 and Halkbank shares wetarted tdrade orBo r s a Klsas af atbMay 200

with the base price of TRY full 8,08s per thadecisionof the Higher Council of Privatization
numbered 201280 dated 4 October 2012; Z2% of the public shares held by the
Privatization Administration were privatized by a second public offering and privatization was
completed on 21 November 2012.



TURKKYE HALK BANKASI Ak
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2019
(Amountsexpressed in thousand Turkish Lira (TRY) unless otherwise stated.)

|SECTION |: GENERAL INFORMATION ABOUT THE BANK (continued) |

V.

d)

€)

VI.

EXPLANATIONS ON THE BANKOG ®ONSFAND AINES OF ACTIVITY
(continued)

Under No: 25539 Law regarding the AAct No: 5
Té¢rk Anonim kirketi to Tegrkiye Hal k Bankasé
into force apublished irthe Official Gazetteumbered 25539 dated 31 July 20Bamukbank

(whose shares, management, and control were previously inherited to the Saving Deposit

Il nsurance Fund (ASDIFO0)) was transferred to t
sector deposit bank established by limtedur ova
partnershipand more than 500 shareholders. Pamukbank started its private banking operations

as an incorporan in accordance with the decision of the Council ahisters numbered

4/4573 dated 5 March 1955. According to the decision of the Banking Regulation and
Supervision Agency numbered 742 published in the Official Gazette numbered 24790 dated 19

June 2002 including 3rd and 4th Saiticles inthe Article 14 ofthe Banking Law No: 4389,

the shareholders rightsxcluding dividends, management and supervision of Pamukbank were
transferred to the Saving Deposit Insurance Fund as of 18 June 2002.

The BankOos service activiti esatng aréas iocjuger at i ng
commercial financing and corporate banking, fund management operations, retail banking and
credit card operations.

As of 30 June2019 the Bank operates with a total386 branches consisting 890domestic
and 6 foreign branchdbat are 5n Cyprus and 1 in Bahrain. Domeshcanchesnclude 45
satellitebranche. The Bank has als®representative office iRngland Singaporandlran.

DIFFERENCES BETWEEN THE COMMUNIQUE ON PREPARATION OF
CONSOLIDATED FINANCI AL STATEMENT S OF BANKS AND TURKISH
ACCOUNTING STANDARDS AND SHORT EXPLANATI ON ABOUT THE
INSTITU TIONS SUBJECT TO LINE-BY-LINE METHOD OR PROPORTIONAL
CONSOLIDATION AND IN STITUTIONS WHICH ARE DEDUCTED FROM EQUITY
OR NOT INCLUDED IN T HESE THREE METHODS

Due tothe differenes betweerthe Communiqué on Preparation of Consolidated Financial
Statements of Banks arfdirkish Accouning Standards (TAS)he nonfinancial subsidiary
Bil ekxkim Al t er k &ndtdccoudtador undéracansolidétion principlaa the
consolidatedfinancial statementsn the financial statementsrepared in accordance with
InternationaFinancial Reportingtandards B i |letkei rnm aAt i Ak isiheluded intKea n .
scope oconsolidatiorby-line method

The Bankds s \Bbgioditar iAks Hallk Hayat Emekl il il
Dej er lHearl KAkGayr i menk €l AXat éHraé kh G thadkBaala Ki r al
A.D. Skopjeand its subsidiarialk Osiguruvanje A.D. Skopjéda | k F a k,Halkbankn g Ak
AD.Beograa nd Hal k Var |ageknclikiédindhe scopaainSolidatiorby line-

by-line method

Demir-Halkbank NV( i Demi rniH&)ob i B&i ri Ki m Ser mayadi Yat €
Turk P vel Si g owhichaare Ajuakfied as investments in associatesinatededin the

financial statements based on equity method of accoummmgestic and foreign subsidiaries

which invested in Fae nt b ay) Have signéiganinfluencealthough it has no controh

it.

There is no investment in shares of banks and financial institutions, with shareholding of more

than 10% as deducted from capital.

Since all banks has the same equal shareholdimge d i Kayét Begrosu Ak ar
Kart Mer kezi Ak are not c¢ onandthustdeaBank das hon t h e
controlover these entities



TURKKYE HALK BANKASI Ak
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2019
(Amountsexpressed in thousand Turkish Lira (TRY) unless otherwise stated.)

|SECTION |: GENERAL INFORMATION ABOUT THE BANK (continued) |

VII.

THE EXISTING OR POTENTIA L, ACTUAL OR LEGAL O BSTACLES ON THE
TRANSFER OF SHAREHOLDERG6 S EQUI TY BHETBMEK NND ITS
SUBSIDIARIES OR THE REIMBURSEMENT OF LIA BILITIES

Immediatetransfer of theequity between the Bank and its subsidiai®esiot in question
Dividend distribution from equity isiadeaccording tadherelated regulations.

There is no existing or potential, actual or legal obstacle to the reimbursement of liabilities
between the Bank and its subsidiariEse Bank charge or pay cost of the servaesording to
the service agreemergstered intdetween the Bank and gsibsidiaries



TURKKYE HALK BANKASI Ak
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2019
(Amountsexpressed in thousand Turkish Lira (TRY) unless otherwise stated.)

HSECTION [I: UNCONSOLIDATED FINANCIAL STATEMENTS

II.
A

V.

V1.

Balance Sheet (Statement of Financial Position)

Statement of OfBalance Sheet Items

Statement oProfit or Loss

Statement oProfit or Lossand Other Comprehensive Income
Statemento€Changes in Sharehol der so
Statement of Cash Flows

Equity



TURKKYE HBAKKASI Ak

UNCONSOLIDATED BALANCE SHEET AS OF 30 JUNE 2019
(Amounts expressed finousandTurkish Lira (TRY) unless otherwise stated.)

BALANCE SHEET (STATEMENT OF FINANCIAL POSITION)

Reviewed

Audited

Current Period

Prior Period

30 June2019 31 December 2018

ASSETS Note TRY FC TOTAL TRY FC TOTAL
I. FINANCIAL ASSETS (NET) 30.275.631 37.403.27t 67.678.90¢ 21.189.52¢ 38.439.54! 59.629.06¢
11 Cash and Cash Equivalents 4.184.95z 32.837.83t 37.022.787 4.149.691 35.934.00: 40.083.69%
1.1.1  Cash and Balances with Central Bank 1) 4.017.32€ 30.194.327 34.211.647 3.982.87€ 30.974.17: 34.957.05(
1.1.2 Banks ?3) 183.497 2.643.51¢ 2.827.011 180.91f 4.959.82¢ 5.140.74:
1.1.3  Money Markets - - - - - -
1.1.4  Expected_oss Provision+) 15.871 - 15.871 14.100 - 14.100
1.2 Financial Assets at Fair Value Through Profit or Loss ) 17.085.78: 22.902 17.108.68t 14.475.24¢ 21.455 14.496.69¢
1.2.1  Government Debt Securities 17.070.627 22.902 17.093.52¢ 14.409.03¢ 21.455 14.430.49¢
1.2.2  Equity Instruments - - - - - -
1.2.3  Other Financial Assets 15.156 - 15.156 66.205 - 66.205
1.3 Financial Assets at Fair Value Through Other Comprehensive Income 4) 9.004.83z 3.310.82% 12.315.65: 2.564.581 1.422.61% 3.987.19¢
1.3.1 Government Debt Securities 8.391.50€ 3.195.46€ 11.586.97: 2.389.86¢ 1.339.997 3.729.86:
1.3.2  Equity Instruments 69.194 115.357 184.551 58.724 82.616 141.34C
1.3.3  Other Financial Assets 544.132 - 544.132 115.991 - 115.991
14 Derivative Financial Assets (2)(11) 64 1.231.71f 1.231.77¢ 9 1.061.471 1.061.48C
1.4.1 Derivative Financial Assets at Fair Value Through Profit or Loss 64 1.231.71f 1.231.77¢ 9 1.061.471 1.061.48C
1.4.2 Derivative Financial Assets at Fair Value Through Other Comprehens

Income - - - - - -
1. FINANCIAL ASSETS MEASURED AT AMORTISED COST (Net) 238.125.76% 108.691.97: 346.817.73¢210.751.96( 95.936.717 306.688.67"
2.1 Loans (5) 196.442.82¢ 90.376.51¢286.819.34¢174.099.89¢ 84.974.33: 259.074.22¢
2.2 Lease Receivables (10) - - - - - -
2.3 Factoring Receivables - - - - - -
2.4 Other Financial Assets Measured at Amortised Cost (6) 51.453.871 18.315.45¢ 69.769.327 45.110.667 10.962.38¢ 56.073.05:
2.41 Government Debt Securities 51.403.39¢ 18.315.45¢ 69.718.85( 45.060.15: 10.962.38¢ 56.022.53¢
2.4.2  Other Financial Assets 50.477 - 50.477 50.514 - 50.514
2.5 Expected Credit Loss {) 9.770.93: - 9.770.93z 8.458.60z - 8.458.60:
1. PROPERTY AND EQUIPMENT HELD FOR SALE PURPOSE AND

RELATED TO DISCONTINUED OPERATIONS (NET) (13) 2 B 2 39.377 - 39.377
3.1 Held for Sale Purpose 2 - 2 39.377 - 39.377
3.2 Related to Discontinued Operations - - - - - -
V. EQUITY INVESTMENTS 3.443.80¢ 1.657.20¢ 5.101.01€ 3.367.60z 1.403.197 4.770.79¢
4.1 Investments inAssociates (Net) @) 23.365 449.382 472.748 22.490 415.82¢ 438.31¢€
4.1.1  Associates Valued Based on Equity Method - - - - - -
4.1.2  Unconsolidated Associates 23.365 449.382 472.748 22.490 415.82¢ 438.31¢€
4.2 Subsidiaries (Net) 8) 3.420.44: 1.207.82t 4.628.26¢ 3.345.11: 987.36¢  4.332.481
4.2.1  Unconsolidated Financial Subsidiaries 3.363.297 1.207.82t 4.571.12z 3.287.96¢ 987.36¢ 4.275.33t
4.2.2  Unconsolidated NorFinancial Subsidiaries 57.146 - 57.146 57.146 - 57.146
4.3 Joint Ventures (Net) 9) - - - - - -
4.3.1  Joint Ventures Valued Based on Equity Method - - - - - -
4.3.2  Unconsolidated Joint Ventures - - - - - -
V. PROPERTY AND EQUIPMENT (Net) 5.936.72¢€ 109 5.936.83t 3.147.81¢ 100 3.147.91¢
VI. INTANGIBLE ASSETS (Net) 132.177 B 132.177 140.25C - 140.25C
6.1 Goodwill - - - - - -
6.2 Other 132.177 - 132.177 140.25C - 140.25C
VII. INVESTMENT PROPERTIES (Net) (12) 355.248 - 355.248 356.84¢8 - 356.84¢8
VIIIL CURRENT TAX ASSET 1.446 B 1.446 6.042 - 6.042
1X. DEFERRED TAX ASSET B B - B - -
X. OTHER ASSETS (14) 2.639.71¢ 310.985 2.950.70% 2.742.05¢ 901.02Z  3.643.08:

TOTAL ASSETS

280.910.52:148.063.55: 428.974.07: 241.741.47° 136.680.57¢ 378.422.05!

The accompanying notes are an integral part of thlesensolidated financial statements.



TURKKYE HALK BANKASI

Ak

UNCONSOLIDATED BALANCE SHEET AS OF 30 JUNE 2019
(Amounts expressed tinousandTlurkish Lira (TRY) unless otherwise stated.)

BALANCE SHEET (STATEMENT OF FINANCIAL POSITION)

Reviewed Audited
Current Period Prior Period
30June 2019 31 December 2018

LIABILITIES Note TRY FC TOTAL TRY FC TOTAL
I. DEPOSITS (1) 127.871.25: 135.708.92: 263.580.17: 140.018.43¢ 108.836.81f 248.855.25:
1. FUNDS BORROWED 3) 363.702 10.624.16t 10.987.867 372.398 11.543.62¢  11.916.021
Il MONEY MARKETS 61.523.99t  4.947.237 66.471.23. 32.759.78¢ 5.402.27¢  38.162.06]
V. SECURITIES ISSUED (Net) 4) 5.294.67¢ 10.186.72% 15.481.407 3.023.13¢ 12.024.83¢  15.047.97¢
4.1 Bills 3.647.08€ - 3.647.08¢ 2.011.697 - 2.011.697
4.2 Assets Backed Securities 1.010.91C - 1.010.91C 1.011.44: - 1.011.44:
4.3 Bonds 636.680 10.186.72¢ 10.823.40% - 12.024.83¢  12.024.83¢
V. FUNDS 2.872.037 - 2.872.037 2.874.121 - 2.874.121
5.1 Borrower Funds - - - - - -
5.2 Other 2.872.037 - 2.872.037 2.874.121 - 2.874.121
VI FINANCIAL LIABLITIES AT FAIR VALUE THROUGH PROFIT

OR LOSS - - - - - -
VII. DERIVATIVE FINANCIAL ASSETS ) (7) 70 587.627 587.697 16 410.422 410.438
7.1 Derivative Financial Liabilities at Fair Value Through Profit or Loss 70 587.627 587.697 16 410.422 410.43¢8
7.2 Derivative Financial Liabilities at Fair Value Throu@ther

Comprehensive Income - - - - - -
VIIL FACTORING LIABILITIES - - - - - -
IX. LEASE LIABILITIES (6) 474.920 97.013 571.932 - - -
X. PROVISIONS 8) 1.106.16C - 1.106.16( 1.853.91¢ - 1.853.91¢
10.1 Restructuring Provisions - - - - - -
10.2 Reserve for Employee Benefits 717.139 - 717.13¢ 887.22¢8 - 887.22¢
10.3 Insurance for Technical Provision (Net) - - - - - -
10.4 Other Provisions 389.021 - 389.021 966.68€ - 966.68€
XI. CURRENT TAX LIABILITY 9) 976.595 78 976.672 669.903 106 670.00¢
Xl DEFERRED TAX LIABILITIES 9) 178.552 - 178.552 452.76¢ - 452.76¢
XI. LIABILITIES FOR PROPERTY AND EQUIPMENT HELD FOR

SALE AND RELATED TO DISCONTINUED OPERATIONS (Net) B B - - - -
13.1 Held for Sale Purpose - - - - - -
13.2 Related tdDiscontinued Operations - - - - - -
XIV. SUBORDINATED DEBT INSTRUMENTS (10) 6.178.44¢ 5.908.897 12.087.34¢ 6.182.08¢ - 6.182.08¢
14.1 Loans - 5.908.897 5.908.891 - - -
14.2 Other Debt Instruments 6.178.44¢ - 6.178.44¢ 6.182.08¢ - 6.182.08¢
XV. OTHER LIABILITIES (5) 23.135.791 1.362.637 24.498.42¢ 22.085.65¢ 891.011 22.976.66¢
XVI. SHAREHOLDERS® EQUITY (11) 29.350.321 224,252 29.574.57: 28.896.43¢t 124.299  29.020.73¢
16.1 Paidin Capital 1.250.00C - 1.250.00C 1.250.00C - 1.250.00C
16.2 CapitalReserves 1.077.23¢4 59.881 1.137.11f 1.230.67¢ - 1.230.67¢
16.2.1 Share Premium - - - - - -
16.2.2 Share Cancellation Profits - - - - - -
16.2.3 Other Capital Reserves 1.077.23¢4 59.881 1.137.11f 1.230.67/ - 1.230.67¢
16.3 Accumulated Othe€omprehensive Income or Loss Not Reclassified

Through Profit or Loss 1.334.34¢ - 1.334.34t  1.334.34¢ - 1.334.34¢
16.4 Accumulated Other Comprehensive Income or Loss Reclassified Thrc

Profit or Loss 1.371.681 164.371 1.536.05z 1.379.79: 124.299 1.504.09:
16.5 Profit Reserves 23.701.62¢ - 23.701.62¢ 20.475.29t - 20.475.29¢
16.5.1 Legal Reserves 2.252.73¢ - 2.252.73¢ 1.864.26¢€ - 1.864.26¢€
16.5.2 Status Reserves - - - - - -
16.5.3 Extraordinary Reserves 21.401.70¢ - 21.401.70¢ 18.563.84¢ - 18.563.84¢
16.5.4 Other Profit Reserves 47.181 - 47.181 47.181 - 47.181
16.6 Income or (Loss) 615.437 - 615.437  3.226.32¢ - 3.226.32¢
166.1 Prior Periodsd Income or (Loss) - - - 704.534 - 704.534
16.6.2 Current Period Income or (Loss) 615.437 - 615.437 2.521.79% - 2.521.79¢
16.7 Minority Shares - - - - - -

TOTAL LIABILITIES 259.326.51¢ 169.647.55! 428.974.07: 239.188.66. 139.233.39:  378.422.05¢

Accompanying notes are an integral part of these unconsolidated financial statements.
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TURKKYE HALK BANKASI

Ak

UNCONSOLIDATED STATEM ENT OF OFF-BALANCE SHEET ITEMS

(Amounts expressed fnousandTurkish Lira (TRY) unless otherwise stated.)

STATEMENT OF OFF -BALANCE SHEET ITEMS

AS OF 30 JUNE 2019

Reviewed

Audited

Current Period

Prior Period

30 June 2019

31 December 2018

OFF-BALANCE SHEET Note TRY FC TOTAL TRY FC TOTAL
A. COMMITMENTS AND CONTINGENCIES  (I+I1+I11) 92.356.04 120.388.88 212.744.92 70.717.92 86.627.05 157.344.97
l. GUARANTEES AND WARRANTIES 1) 39.621.38 51.160.31 90.781.69 37.167.93 45.871.89 83.039.82
1.1 Letters of guarantee 37.142.58 39.284.33 76.426.91 35.165.36 35.686.85 70.852.21
1.1.1 Guarantees subject to pubficocurement law 1.953.87! 12.130.77 14.084.64 1.982.72 12.444.94 14.427.66
1.1.2 Guarantees given for foreign trade operations - - - - - -
1.1.3 Other letters of guarantee 35.188.71 27.153.55 62.342.27 33.182.64 23.241.90 56.424.54
1.2 Bank loans 12.57: 8.021.56' 8.034.13 11.84¢ 7.038.41! 7.050.26'
121 Import acceptances - 66.22! 66.22¢ - 94.57: 94.57:
1.2.2 Other bank acceptances 12.57: 7.955.34 7.967.91. 11.84: 6.943.84 6.955.68
13 Letters of credit 115.46: 3.740.29 3.855.75 119.89! 3.016.49 3.136.39
1.3.1 Documentary letters of credit 115.46: 3.740.29 3.855.75 119.89! 3.016.49' 3.136.39
132 Other letters of credit - - - - - -
14 Guaranteed refinancing - - - - - -
15 Endorsements - - - - - -
151 Endorsements to Central Bank of the Republic of Turkey - - - - - -
152 Other Endorsements - - - - - -
1.6 Purchase guarantees on marketable security issuance - - - - - -
1.7 Factoring guarantees - - - - - -
1.8 Other guarantees 2.350.77 11411 2.464.88 1.870.82 130.12: 2.000.95
1.9 Other sureties - - - - - -
1. COMMITMENTS 23.280.73 2.114.03 25.394.76 24.243.82 1.853.81 26.097.64
2.1 Irrevocable commitments 1) 23.027.17 1.468.67 24.495.84 24.091.68 1.680.92! 25.772.60
211 Forward asset purchase commitments 20.81¢ 980.21: 1.001.03 807.73 1.228.93 2.036.66
212 Forward deposit purchase and sale commitments - - - - - -
213 Capital commitments to subsidiaries and associates - - - - - -
2.1.4 Loangranting commitments 2.089.76! 488.461 2.578.221 4.159.89 451.98¢ 4.611.88
2.15 Securities underwriting commitments - - - - - -
2.1.6 Payment commitments for reserve deposits - - - - - -
217 Payment commitments for Cheques 3.314.96: - 3.314.96: 2.661.41 - 2.661.41
2.1.8 Tax and fund liabilities from export commitments 73.06( - 73.06( 65.28( - 65.28(
2.19 Commitments for credit card expenditure limits 13.632.79 - 13.632.79 12.674.64 - 12.674.64
2.1.10  Commitments for creditards and banking services promotions 29.20¢ - 29.20¢ 31.40¢ - 31.40¢
2111 Receivables from short sale commitments - - - - - -
2.1.12 Payables for short sale commitments - - - - - -
2.1.13  Other irrevocable commitments 3.866.57 - 3.866.57 3.691.30 - 3.691.30
22 Revocable commitments 253.55! 645.36- 898.91¢ 152.13t 172.89¢ 325.03
221 Revocable loan granting commitments - - - - - -
222 Other revocable commitments 253.55! 645.36: 898.91¢ 152.13t 172.89t 325.03
. DERIVATIVE FINANCIAL INSTRUMENTS 29.453.92 67.114.53 96.568.46 9.306.16 38.901.34 48.207.51
3.1 Derivative financial instruments held for risk management - - - - - -
311 Fair value risk hedging transactions - - - - - -
3.1.2 Cash flow risk hedgingransactions - - - - - -
3.1.3 Net foreign investment risk hedging transactions - - - - - -
3.2 Transactions for trading 29.453.92 67.114.53 96.568.46 9.306.16 38.901.34 48.207.51
3.21 Forward foreign currency buy/sell transactions 2.309.77 6.134.74 8.444.51 1.806.18 5.243.12! 7.049.31
3.2.1.1  Forward foreign currency transactiebgy 1.574.72 3.526.06' 5.100.79 1.553.37 3.068.33! 4.621.71
3.2.1.2  Forward foreign currency transactiesell 735.04: 2.608.67 3.343.72. 252.81. 2.174.78 2.427.60'
3.2.2 Currency and interest rate swaps 18.125.57 48.741.10 66.866.67 5.202.18 27.857.29 33.059.48
3.2.2.1  Currency swagbuy 470.72¢ 23.732.65 24.203.38 1.012.98 6.973.57 7.986.55
3.2.2.2  Currency swasell 17.654.84 6.145.25! 23.800.09 4.189.20. 3.490.83' 7.680.04
3.2.2.3 Interest rate swapuy - 9.431.59 9.431.59! - 8.696.44. 8.696.44
3.2.2.4  Interest Rate swagell - 9.431.59 9.431.59 - 8.696.44. 8.696.44
3.23 Currency, interest rate and marketadeurities options 2.363.37: 3.667.27: 6.030.65 2.297.79 3.561.45! 5.859.24
3.2.3.1 Currency call options 1.007.54! 1.996.07! 3.003.61! 1.148.90 1.780.72: 2.929.63
3.2.3.2  Currency put options 1.355.82 1.671.20 3.027.03 1.148.88 1.780.72 2.929.61
3.2.3.3 Interest rate call options - - - - - -
3.2.3.4 Interest rate put options - - - - - -
3.2.3.,5 Marketable securities call options - - - - - -
3.2.3.6  Marketable securities put options - - - - - -
3.24 Currency futures 6.655.20! 6.105.09' 12.760.30 - - -
3.2.4.1  Currency futureduy 2.029.79! 4.198.31 6.228.11 - - -
3.2.4.2  Currency futuresell 4.625.411 1.906.78 6.532.19! - - -
3.25 Interest rate buy/sell futures - - - - - -
3.2.5.1 Interest rate futurebuy - - - - - -
3.2.5.2  Interest rate futuresell - - - - - -
3.2.6 Other - 2.466.31 2.466.31 - 2.239.46! 2.239.46
B. CUSTODY AND PLEDGED ASSETS (IV+V+VI) 1.045.814.24 347.964.81 1.393.779.05 954.219.49 310.868.81 1.265.088.31
V. CUSTODIES 519.624.63 50.500.87 570.125.50 432.711.28 42.627.03 475.338.32
4.1 Assets under management - - -
4.2 Custody marketable securities 187.003.34 1.258.95 188.262.30 161.920.32 1.017.19 162.937.51
4.3 Cheques in collection process 15.802.82 30.906.71 46.709.53 15.226.26 26.439.65 41.665.92
4.4 Commercial notes in collection process 265.842.96 6.740.55: 272.583.52 239.240.55 5.575.68 244.816.23
4.5 Other assets in collection process - - - - - -
4.6 Underwrittensecurities - - - - - -
4.7 Other custodies 3.047.46 817.89! 3.865.35! 4.280.91 486.43¢ 4.767.35
4.8 Custodians 47.928.03 10.776.75 58.704.79 12.043.22 9.108.06! 21.151.29
V. PLEDGED ASSETS 526.189.61 297.463.93 823.653.55 521.508.20 268.241.77 789.749.98
51 Marketable securities 5.963.72. 805.08! 6.768.81! 5.608.54 733.25( 6.341.79
5.2 Collateral notes 7.842.20: 1.206.59 9.048.79 7.595.28 1.024.37 8.619.66
5.3 Commodity 25.81% - 25.81% 25.81; - 25.81;
5.4 Warranty - - - - - -
55 Land and buildings 413.175.07 243.713.70 656.888.78 384.287.72 224.420.83 608.708.56
5.6 Other pledged assets 76.251.05 40.335.32 116.586.37 76.477.70 39.614.52 116.092.22
5.7 Pledges 22.931.74 11.403.23 34.334.98 47.513.13 2.448.78 49.961.92
VI ACCEPTED BILL GUARANTEES AND SURETIES - - - - - -

TOTAL OFF -BALANCE SHEET ACCOUNTS (A+B) 1.138.170.28 468.353.70 1.606.523.98 1.024.937.42 397.495.86 1.422.433.28

The accompanying notes are an integral part of thesensolidated financial statements.
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TURKKYE HALK BANKASI Ak

UNCONSOLIDATED STATEMENT OF PROFIT OR LOSS FOR THE PERIOD ENDED 30 JUNE 2019

(Amounts expressed fnousandTurkish Lira (TRY) unless otherwise stated.)

STATEMENT OF PROFIT OR LOSS

Revi Revi Reviewed Reviewed
Current Period Prior Period Current Period Prior Period
1 January- 1 January- 1 April - 1 April -
30 June 30 June 30 June 30 June
INCOME AND EXPENSES Note 2019 2018 2019 2018
I. INTEREST INCOME 1) 22.891.751 14.805.586 12.148.713 7.879.383
11 Interest on Loans 17.737.893 12.236.473 9.297.428 6.506.619
1.2 Interest on Reserve Requirements 66.929 69.065 41.191 32.803
1.3 Interest orBanks 234.233 195.331 97.428 110.691
14 Interest on Money Market Transactions - 24.452 - 13.089
15 Interest on Marketable Securities Portfolio 4.807.589 2.267.646 2.680.391 1.211.441
151 Fair Value Through Profit or Loss 6.598 5.480 2.499 3.492
152 Fair Value Through Other Comprehensive Income 727.540 60.652 458.359 (363.625)
153 Measured at Amortized Cost 4.073.451 2.201.514 2.219.533 1.571.574
1.6 Financial Lease Interest Income - - - -
17 Other Interest Income 45.107 12.619 32.275 4.740
1. INTEREST EXPENSE (-) ) 18.896.151 10.681.140 9.881.137 5.724.314
2.1 Interest on Deposits 12.400.125 7.960.363 6.132.533 4.170.283
2.2 Interest on Funds Borrowed 149.577 216.475 73.994 114.801
2.3 Interest Expense on Money MarKatinsactions 5.005.812 1.858.066 2.936.754 1.090.102
2.4 Interest on Securities Issued 1.152.888 532.915 644.598 298.526
2.5 Interest on Leases 48.668 - 25.016 -
2.6 Other Interest Expenses 139.081 113.321 68.242 50.602
1. NET INTEREST INCOME (I -11) 3.995.600 4.124.446 2.267.576 2.155.069
V. NET FEES AND COMMISSIONS INCOME 1.336.403 907.220 720.168 500.848
4.1 Fees and Commissions Received 1.893.760 1.188.510 1.031.987 652.197
4.1.1 Noni cash Loans 459.351 250.435 242.231 133.094
4.1.2 Other (11) 1.434.409 938.075 789.756 519.103
4.2 Fees and Commissions Paiyl ( 557.357 281.290 311.819 151.349
4.21 Noni cash Loans 68 38 21 26
4.2.2 Other (11) 557.289 281.252 311.798 151.323
V. DIVIDEND INCOME 421.328 374.321 44.214 374.236
VI. TRADING INCOME / LOSS (Net) 3) (1.845.725) 59.830 (1.414.500) 29.778
6.1 Trading Gains / (Losses) on Securities 31.406 12.591 13.673 2.610
6.2 Gains / (Losses) on Derivate Financial Transactions (52.558) 303.098 (508.582) 233.726
6.3 Foreign Exchange Gains / (Losses) (1.824.573) (255.859) (919.591) (206.558)
VII. OTHER OPERATING INCOME (4) 1.871.732 374.240 1.440.120 126.528
VIIL. GROSS OPERATING INCOME (lIlI+IV+V+VI+VII) 5.779.338 5.840.057 3.057.578 3.186.459
IX. EXPECTED LOSS PROVISIONS (-) (5) 2.482.770 911.907 1.435.696 519.536
X. OTHER PROVISION EXPENSES (-) (5) 478 103.336 (31.831) 32.337
XI. PERSONNEL EXPENSE ¢) 1.289.936 1.149.532 577.191 599.130
Xil. OTHER OPERATING EXPENSES (-) (6) 1.622.063 1.393.508 807.995 745.518
X1, NET OPERATING INCOME /LOSS (VIIl -IX-X-XI-XII) 384.091 2.281.774 268.527 1.289.938
XIV. INCOME AFTER MERGER - - - -
XV. INCOME /( LOSS ) FROM INVESTMENTS IN SUBSIDIARIES
CONSOLIDATED BASED ON EQUITY METHOD - - - -
XVI. INCOME / (LOSS) ON NET MONETARY POSITION - - - -
XVII. PROFIT / LOSS BEFORE TAX FROM CONTINUED OPERATIONS
(XII+...+XVI) @) 384.091 2.281.774 268.527 1.289.938
XVIIl.  TAX PROVISIONS FOR CONTINUED OPERATIONS (+) (8) 231.346 (379.070) 41.722 (177.426)
18.1 Current TaxProvision 6.423 3.587 3.810 (56.536)
18.2 Deferred Tax Income Effect (+) 519.452 760.780 (166.835) 564.887
18.3 Deferred Tax Expense Effec) ( 757.221 385.297 (121.303) 330.925
XIX. CURRENT PERIOD PROFIT / LOSS FROM CONTINUED
OPERATIONS (XVII£XVIII) 9) 615.437 1.902.704 310.249 1.112.512
XX. INCOME FROM DISCONTUNIUED OPERATIONS - - - -
20.1 Income from nonCurrent Assets Held for Sale - - - -
20.2 Profit from Sales of Associates, Subsidiaries and Joint Ventures - - - -
20.3 Income from Othebiscontinued Operations - - - -
XXI. EXPENSES FOR DISCONTINUED OPERATIONS () - - -
21.1 Expenses for Nogurrent Assets Held for Sale - - - -
21.2 Loss from Sales of Associates, Subsidiaries and Joint Ventures - - - -
21.3 Expenses for Othddiscontinued Operations - - - -
XXII. PROFIT/LOSS BEFORE TAX FROM DISCONTINUED OPERATIONS
(XX-XXI) - - - -
XXIIl.  TAX PROVISION FOR DISCONTINUED OPERATIONS (<) - - - -
23.1 Current Tax Provision - - - -
23.2 Deferred Tax Expense Effect (+) - - - -
23.3 Deferred Tax Income Effect)( - - - -
XXIV.  PROFIT/LOSS BEFORE TAX FROM DISCONTINUED
OPERATIONS (XIX+XXII) - - - -
XXV. NET PROFIT/(LOSS) (XVIII+XXIV) (10) 615.437 1.902.704 310.249 1.112.512
25.1 Profit / (Loss) of Group 615.437 1.902.704 310.249 1.112.512
25.2 Profit / (Loss) of Minority Shares) - - - -
Profit / (Loss) Per Share (full TRY) 0,4923496 1,5221632 0,2481992 0,8900096

The accompanying notes are an integral part of these unconsolidated financial statements.
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TURKKYE HALK BANKASI Ak
UNCONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME FOR THE PERIOD ENDED 30 JUNE 2019

(Amounts expressed thousandTurkish Lira (TRY) unless otherwise stated.)

IV. STATEMENT OF PROFIT OR LOSSAND OTHER COMPREHENSIVE INCOME

Reviewed Reviewed

Current Period Prior Period
1 January - 30 June 1 Januaryi 30 June
STATEMENT OF PROFITORLOSSI TEMS ACCOUNTED UNDER SHAREHOLDERSS6 EQUITY 2019 2018
I CURRENT PERIOD INCOME/LOSS 615.437 1.902.70«
1. OTHER COMPREHENSIVE INCOME 31.960 216.09¢
2.1 Not Reclassified Through Profit or Loss - (4.486)
2.1.1 Property and Equipment Revaluation Increase/Decrease - (4.985)
2.1.2 Intangible Assets Revaluation Increase/Decrease - -
2.1.3 Defined Benefit Pension Plan Remeasurement Gain/Loss - -
2.1.4 Other Comprehensive Income Items Not Reclassified Through Profit or Loss - -
2.1.5 Tax Related Other Comprehensive Income Items Not Reclassified Through Profit or Loss - 499
2.2 ReclassifiedThrough Profit or Loss 31.960 220.584
2.2.1 Foreign Currency Translation Differences 6.601 (57.618)
2.2.2 Valuation and/or Reclassification Income/Expense of the Financial Assets at Fair Value through Other Comprehensive Income (11.088) 370.48¢
2.2.3 Cash Flow Hedge Income/Loss - -
2.2.4 Foreign Net Investment Hedge Income/Loss - -
2.2.5 Other Comprehensive Income Items Reclassified Through Profit or Loss - -
2.2.6 Tax Related Other Comprehensive Income Items Reclassified Through Profit or Loss 36.447 (92.287)
647.397 2.118.80:

TOTAL COMPREHENSIVE INCOME (I+ll)

The accompanying notes are an integral part of these unconsolidated financial statements.
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TURKKYE HALK BANKASI
DATED STATEMENT OF

UNCONSOL I

Ak

CHANGES |

(Amounts expressed thousandTurkish Lira (TRY) unless otherwise stated.)

V. STATEMENT OF

CHANGES

N SHAREHOLDERSD®

Accumulated Other Comprehensive Income
or Expense Not Reclassified through Profit or Loss

Other(Shares of Investments
Valued
by Equity Method in Other
Comprehensive Income Not
Classified Through Profit or

N SHAREHOLDERSD®

EQUI TY

Accumulated Other Comprehensive Income
or Expense Reclassified through Profit or Loss

Other (Cash Flow Hedge
Gain/Loss,
Shares ofinvestments Valued by

EQUITY FOR THE PERI

Loss and Equity Method in Other
Other Accumulated Amounts Accumulated  Comprehensive Income Classified
of Other Revaluation and/or ~ Through Profit or Loss and Other
Accumulated Accumulated  Comprehensive Income Items Remeasurement Accumulated Amounts of Other
Revaluation ~Remeasurement Not Foreign Gain/Loss of the Comprehensive Income Items Current  Total Equity
Share Other Increase/Dec Gain/Loss of Reclassifed Through Other Currency Financial Assets at Fair Reclassified Through Other Profit Prior Period Period Expect

Paid in Share  Cancellation Capital ease of Fixe  Defined Benefit Profit or Translation Value Through Other or Profit Profit or Profit or Minority Minority Total
Reviewed (LJanuaryi 30 June2018) Capital _ Premiums Profits Reserves Assett Pension Plan Loss) Differences  Comprehensive Income Loss) Reserves (Loss) (Loss) Shares Shares Equity
1. Prior Period End Balance 1.250.000 - - 1.176.589 1.273.315 (10.263) - 52.631 972.898 - 16.936.107 3.725.462 - 25.376.739 - 25.376.739
1. Corrections and Accounting Policy Changes Made
According to TAS 8 - - - - - - - - - - - 704.534 - 704.534 - 704.534
2.1 Effectsof Corrections - - - - - - - - - - - - - - - -
2.2 Effects of the Changes in Accounting Policies - - - - - - - - - - - 704.534 - 704.534 - 704.534
IIl. Adjusted Beginning Balance (I+11) 1.250.000 - - 1.176.589 1.273.315 (10.263) - 52.631 972.898 - 16.936.107 4.429.996 - 26.081.273 - 26.081.273
IV. Total Comprehensive Income - - - - (4.486) - - (57.618) 278.202 - - - 1.902.704 2.118.802 - 2.118.802
V. Capital Increase by Cash - - - - - - - - - - - - - - - -
VI. Capital Increase by Internal Sources - - - - - - - - - - - - - - - -
VII. Paid in Capital Inflation Adjustment Difference - - - - - - - - - - - - - - - -
VIII. Convertible Bonds to Share - - - - - - - - - - - - - - - -
IX. Subordinated Debt Instruments - - - - - - - - - - - - - - - -
X. Increase / Decrease by Other Changes - - - 57.618 - - - - - - - - - 57.618 - 57.618
XI. Profit Distribution - - - - - - - - - - - - - - - -
11.1 Dividends Paid - - - - - - - - - - - - - - - -
11.2 Transfers to Reserves - - - - - - - - - - - - - - - -
11.3 Other - - - - - - - - - - - - - - - -
Period End Bal ance crrr+ 1.250.000 - - 1.234.207 1.268.829 (10.263) - (4.987) 1.251.100 - 16.936.107 4.429.996 1.902.704 28.257.693 - 28.257.693
(1January i 30 June 2019
I. Prior Period End Balance 1.250.000 - - 1.230.674 1.324.802 9.543 - (1.454) 1.505.546 - 20.475.295 704.534 2.521.795 29.020.735 - 29.020.735
1l. Corrections and Accounting Policy Changes Made
According to TAS 8 - - - - - - - - - - - - - - - -
2.1 Effects of Corrections - - - - - - - - - - - - - - - -
2.2 Effects of the Changes in Accounting Policies - - - - - - - - - - - - - - - -
Il. Adjusted Beginning Balance (I+11) 1.250.000 - - 1.230.674 1.324.802 9.543 - (1.454) 1.505.546 - 20.475.295 704.534 2.521.795 29.020.735 - 29.020.735
IV. Total Comprehensive Income - - - - - - - 6.601 25.359 - - - 615.437 647.397 - 647.397
V. Capital Increase by Cash - - - - - - - - - - - - - - - -
VI. Capital Increase by Internal Sources - - - - - - - - - - - - - - - -
VII. Paid in Capital Inflation Adjustment Difference - - - - - - - - - - - - - - - -
VIII. Convertible Bonds to Share - - - - - - - - - - - - - - - -
IX. Subordinated Debt Instruments - - - - - - - - - - - - - - - -
X. Increase / Decrease by Other Changes - - - (93.559) - - - - - - - 2.521.795 (2.521.795) (93.559) - (93.559)
XI. Profit Distribution - - - - - - - - - - 3.226.329 (3.226.329) - - - -
11.1 Dividends Paid - - - - - - - - - - - - - - - -
11.2 Transfers to Reserves - - - - - - - - - - 3226329  (3.226.329) - - - -
11.3 Other - - - - - - - - - - - - - - - -
Period End Balance (111 +1\ 1.250.000 - - 1.137.115 1.324.802 9.543 - 5.147 1.530.905 - 23.701.624 - 615.437 29.574.573 - 29.574.573

The accompanying notes are an integral part of these unconsolidated financial statements.
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VI.

TURKKYE HALK BANKASI Ak
UNCONSOLIDATED STATEMENT OF CASH FLOWS FOR THE PERIOD ENDED 30 JUNE 2019

(Amounts expressed finousandTurkish Lira (TRY) unless otherwise stated.)

STATEMENT OF CASH FLOWS

Reviewed Reviewed
Current Period Prior Period
1 January- 1 January-
Note 30 June 201¢ 30 June2018
A. CASH FLOWS FROM BANKING OPERATIONS
11 Operating profit before changes in operating assets and liabilities (6.095.653 (4.626.600
1.1.1 Interest received 20.778.00" 13.050.26(
1.1.2 Interest paid (18.840.899 (10.090.619
1.1.3 Dividend received 421.32¢ 374.321
1.14 Fees and commissions received 1.891.99¢ 1.191.987
1.1.5 Otherincome 864.681 140.127
1.1.6 Collections from previously written off loans 721.39< 623.46¢€
1.1.7 Cash payments to personnel and service suppliers (1.308.702 (1.161.450
1.1.8 Taxes paid (475.090 (388.172
1.1.9 Other (10.148.369 (8.366.520
1.2 Changes inAssets and Liabilities Subject to Banking Operations 9.246.78¢ (2.665.507
1.2.1 Net Increase / decrease in financial assets at fair value through profit or loss (2.613.047 (94.288)
1.2.2 Net (increase) / decrease in due from banks (5.730) (2.725)
1.2.3 Net (increase) / decrease in loans (26.128.356 (35.381.490
1.2.4 Net (increase) / decrease in other assets (6.140.135 (4.481.700
1.2.5 Netincrease / (decrease) in bank deposits (3.047.394 6.382.61¢
1.2.6 Netincrease / (decreasa)other deposits 17.803.48 21.310.91:
1.2.7 Net Increase / decrease in financial liabilities at fair value through profit or loss - -
1.2.8 Netincrease / (decrease) in funds borrowed (944.916 (575.788
1.2.9 Netincrease / (decrease) in matupeglables - -
1.2.10 Net increase / (decrease) in other liabilities 30.322.87¢ 10.176.95¢
l. Net cash provided from banking operations 3.151.13¢ (7.292.107
B. CASH FLOWS FROM INVESTMENT ACTIVITIES
I. Net cash provided from/ (usedn) investing activities (22.444.055 (5.790.106
2.1 Cash paid for purchase of joint ventures, associates and subsidiaries (89.974) (142.652
2.2 Cash obtained from sale of entities joint ventures, associates and subsidiaries 39.375 -
2.3 Fixed assets purchases (2.483.538 (644.293
24 Fixed assets sales 268.01% 134.214
25 Cash paid for purchase of financial assets at fair value through other compreher
income (9.479.916 (5.274.321
2.6 Cash obtained from sale of financissets at fair value through other comprehensi
income 1.759.78¢ 2.301.90¢
2.7 Cash paid for purchase of investment securities (14.231.803 (3.865.471
2.8 Cash obtained from sale of investment securities 1.740.45¢ 1.683.29¢
2.9 Other 33.543 17.213
C. CASH FLOWS FROM FINANCING ACTIVITIES
. Net cash flow from financing activities 5.143.84: 2.051.38¢
3.1 Cash obtained from loans borrowed and securities issued 10.123.54¢ 3.071.04¢
3.2 Cash used for repaymentlofins borrowed and securities issued (4.585.202 (1.019.660
33 Bonds issued - -
3.4 Dividends paid - -
3.5 Payments for leases (132.118 -
3.6  Other (262.384 -
V. Effect of change in foreign exchange rate on cash and cash equivalents 1.209.20¢ 2.262.701
V. Net increase / (decrease) in cash and cash equivalents (12.939.875 (8.768.128
VI. Cash and cash equivalents at beginning of the period 23.631.61¢ 27.121.86¢
VII. Cash and cash equivalents at end of the period 10.691.74« 18.353.73¢

The accompanying notes are an integral part of these swi@ated financial statements
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TURKKYE HALK BANKASI AK
EXPLANATION AND NOTES RELATED TO THE UNCONSOLIDATED FINANCIAL
STATEMENTS FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2019

(Amounts expressed tinousandlurkish Lira (TRY) unless otherwise stated.)

SECTION IlI: EXPLANATIONS ON ACCOUNTING POLICIES

EXPLANATIONS ON BASIS OF PRESENTATION

The Bankprepares its financial statements in accordance withWiBRSA Accounting and
Reporting Regul ationd which includes the re
Regarding Banksé Accounting Practices and Ma
Gazette dated 1 November 2006 with No. 26333, and other regulations on accounting records of
banks published by the Banking Regulation and Supervision Board and circulars and
pronouncements published by the BRSA and Turkisiancial Reportingstandards puished

by the Public Oversight Accounting and Auditing Standards Authority for the matters not
regulated by tb aforementioned legislations.

The accompanying unconsolidated financial statements are prepared in accordance with the
historical cost basisxeept for financial assets and liabilities carried at fair valdmounts
expressed in thousand Turkish Lira (TRY) unless otherwise stated.

Accounting policies and accounting estimates on which the accompanying financial statements
based are in compliance Wit A The Banking Regulation and Su
Accounting and Reporting Regul atpromoongcementsd ot t
published by the BRSA arlgy the POAfor those that are not stipulated by them amnkish

Accounting Standards issued by Public Oversight Agency for the matters not regulated by the
aforementioned legislations and have been applied consistently Bgrtke

I n accordance with the ACommuni que &dmentsdi ng
and Rel ated Disclosures and Footnotes to be
Official Gazette dated 1 February 2019 with No. 30673, the accompanying previous period
financial statements wepresented in complianaeth the new finanial statement formats.

Additional paragraph for convenience translation to English

The differences between accounting principles, as described in the preceding paragraphs, and the
accounting principles generally accepted in countries, in whichatiicempanying financial
statements are to be distributed, and I ntern.
have significant influence on the accompanying financial statements. Accordingly, the
accompanying financial statements are not inteidgaesent the financial position and results

of operations in accordance with the accounting principles generally accepted in such countries
and IFRS.
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TURKKYE HALK BANKASI AK
EXPLANATION AND NOTES RELATED TO THE UNCONSOLIDATED FINANCIAL

STATEMENTS FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2019
(Amounts expressed tinousandlurkish Lira (TRY) unless otherwise stated.)

SECTION I1I: EXPLANATIONS ON ACCOUNTING POLICIES (continued)

a)

b)

EXPLANATIONS ON THE S TRATEGY OF USE OF FINANCIAL INSTRUMENTS AND
FOREIGN CURRENCY TRA NSACTIONS

The Bankds strategy on financi al i nstrument s

Due to its historical mission, the Bank focuses on granting loans to Small and Medium Size
Enterprises (SMEs) and craftsmen besidegporate commercial and individual segmented
firms. In addition to the main fund source deposits, the Bank can raise funds from money market
andborrowings abroad

The Bank follows the developments in the markets and uses funds raised in most yielding areas.
Thestrategies of the Bank are evaluated in the weekly Asset and Liability Committee meetings.

The Bankdéds explanations on foreign currency t

In the statutory records of the Bank, transactions accounted in foreign currencies (currencies
except for TRY) are converted into TRY by using the prevailing exchange rates at the transaction
dates. Foreign currency monetary asset and liability itemsoaneeded into TRY by using the
prevailing exchange rate at the balance sheet datemdaortary items in foreign currencies
carried at fair value are converted into TRY by using the exchange rates at the date of which the
fair value is determined. Exchand#ferences arising from the conversions of monetary foreign
currency items andettlement®f foreign currency transactions are reflected tostagement of

profit or loss

The financial statements of the foreign branches of the Bank are preparedimrgncy of the
primary economic environment in which the entity operates (functional currency). The financial
statements of foreign branches are expressed in TRY which is the functional currency of the Bank
and the presentation currency of the finansiatements.

Assets and liabilities of the foreign branches of the Bank are converted into TRY by using the
prevailing exchangeates at the balance sheet déteome and expenses are converted by at
exchange rates at the dates of the transactions.

The Bank started to apply fair value hedge accounting as at 1 July 2015 by designating the
exchange rate risk of Halkbank A.D. Bead (subsidiary), Halk Banka A.[3kopje (subsidiary),
Demirhalkbank NV (associate), foreign investments that are recognizedr ufade value
accounting as hedged item, in compliance WitkS 39 gandard Accordingly, the effective
portion of the foreign exchange differences is recorded ustdegment of profit or losis the
current period.

EXPLANATIONS ON ASSOCIATES, SUBSIDIARIES AND JOINT VENTURES
Associates and subsidiaries areaccoufied he A Tur ki sh Accounting St

and Separate Financi al Statements Standardo
Investments in Associates and JointMente s 0 ( ATAS 280) and TFRS 9
Turkish Financi al Reporting Standardso i n unc
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TURKKYE HALK BANKASI AK
EXPLANATION AND NOTES RELATED TO THE UNCONSOLIDATED FINANCIAL

STATEMENTS FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2019
(Amounts expressed tinousandlurkish Lira (TRY) unless otherwise stated.)

SECTION I1I: EXPLANATIONS ON ACCOUNTING POLICIES (continued)

V.

VI.

VII.

EXPLANATIONS ON FORWA RD AND OPTION CONTRACTS AND DERIVATIVE
PRODUCTS

Derivative transactions of the Bank consist of foreign currency and interest rate swaps,
currency swapsyptions and forwards. The bank uskesivatives to avoid economical risks and
account for as trading undéFRS 9 StandardsfiChanges in Fair Value through Profit ards .

Pledges arises derivative transactions recorded-inadéince sheet accounts with their agreement
amountsDerivative transactions are valued at their fair values and the changes in their fair values
areecorded on bal ance sheet under Afderivativ
l'iabilitieso, respectively depending on the
changef derivative instrumentare recorded undetatement of profit oloss Fair values of
derivatives are calculated using discounted cash flow model or market value.

Explanations related to credit derivatives and its risk exposures:

The Bank has credit termly derivative transactions as part of its tradamgactionsThese
transactions include credit default swaps wh
risk. As of30 June 201%he bank has credit defaatinditioned cross currensyvap transamn

amounting to USD 31illion with 5 year maturity. In tlsi transactions the Bank sells protection.

EXPLANATIONS ON INTEREST INCOME AND EXPENSES

Interest income and expenses are recognized on an accrual basis using the effective interest
method (the rate that equals the future cash flows of a financial adiséility to its present net
book value) in conformity witfFRS 9 Standard.

Starting from 1 January 2018, the Bank has started accruing interest accruaip@rfooning
loans. Net book value of the ngerforming loans are discounted with effectinterest rate and
recognized with the gross book value of the-performing loan.

EXPLANATIONS ON FEE AND COMMISSION | NCOME AND EXPENSES

Banking service income igcorded in the income in the period when they are colleetegaid
fees anccommission income obtained from cash and-cash loans are recorded in th&ated
period by using discountingnethodwith internal rate of returaccording to the loan maturity
within the matching principle.

Fee and commission expenses on borrowingsatiegpaid to other institutions and incorporations

for financial liabilities comprise operational costs.efbfee and commission expenses are
booked under prepaid expenses and transferred to expense accounts in the related periods by using
the straight ecrual method according to the financial borrowing maturity withinntiagéching

principle.

EXPLANATIONS ON FINA NCIAL ASSETS

Financial instruments comprise financial assets, financial liabilities and derivative instruments.
The financial assets anmgcluded in the balance sheet of the Bank, if the Bank is a legal party of
these financial assets.

Financial assets mainly constitute the majority of the commercial activities and operations of the
Bank. These instruments have the ability to expose, adfettdiminish the risks of liquidity,
credit and interest in the financial statements.

Fair value is the amount for which an asset could be exchanged or a liability could be settled,
bet ween knowl edgeabl e wil |l i nNBarketavalueisthesamount an a
obtainable from the sale or payable on the acquisition of a financial instrument in an active market,

if one exists.
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TURKKYE HALK BANKASI AK
EXPLANATION AND NOTES RELATED TO THE UNCONSOLIDATED FINANCIAL

STATEMENTS FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2019
(Amounts expressed tinousandlurkish Lira (TRY) unless otherwise stated.)

SECTION I1I: EXPLANATIONS ON ACCOUNTING POLICIES (continued)

VII.

EXPLANATIONS ON FINA NCIAL ASSETS (continued)

The estimated fair values of financial assets have been determined by the Bank using the available
market information and appropriate valuation methodologies. However, judgment is necessarily
required to interpret market data to develop the estimategblaie. Hence, estimations presented

in this report may not be same with the prices in the current market conditions in the case of assets
disposals. Book values of some financial assets (which equals to their costs) are assumed to
approximate to their fawvalues due to their short term nature.

Classification of the category of a financial instrument at initial recognition depends on both the
business model for managing the financialets and their contractual bafow characteriscs.

Assesment of Business Model

The Bank classifies its financial assets in accordance with TFRS 9 through its business model
which is used for financial assetmnagement

The Bankds business model i s related with hov
csh fl ows. I n other ter ms, the source of ca:
whether the cash flow is generated from contractual terms or through sale of financial asset or
both. Classificationof financial assets is made at initial recognition considering the aim of
purchase of the financiabset. Thd an k6 s busi ness model s are cl as
in accordance with TFRS 9.

A business nodelwhose tjective is tohold assets irorder to collect contractual cash fows:

A business model whose objective is to hold assets in order to collect contractual cash flows are
managed to realise cash flows by collecting contractual payments over the life of the instrument.
The purpose ofie business model does not require to hold to collect the contractual cash flows
of the instruments over their life, even the aim of the business model is to himistthments up

to maturity for the contractual cash flows. Therefore, even when finaass#t sales are
anticipated or expected to occur in the future, the business model may still be a model that aims
to retain financial assets in order to collect contractual cash flows.

The financial assets that are held within the scope of this businedsl are measured at
amortized cost when the contractual terms of the financialsamset the condition of giving rise
onspecified dates to cash flows that are solely payments of principal and interespondipeal
amount outstanding.

A business nodel whose objective is achieved by both collecting contractual cash flows and
selling financial assets:

The Bank may hold financial assets in a business model whose objective is achieved by both
collecting contractual cash flows and selling financial assets.

Fair value changsof the financial assets that are held within the scope of this business model are
accountedor under other comprehensive income when the contractual terms of the financial asset
meet the condition of giving rise on specified dates to cash flows thabkelg payments of
principal and interest on the principal amount outstanding.
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TURKKYE HALK BANKASI AK
EXPLANATION AND NOTES RELATED TO THE UNCONSOLIDATED FINANCIAL

STATEMENTS FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2019
(Amounts expressed tinousandlurkish Lira (TRY) unless otherwise stated.)

SECTION I1I: EXPLANATIONS ON ACCOUNTING POLICIES (continued)

VII.

3.

EXPLANATIONS ON FINA NCIAL ASSETS (continued)

Other Business Models:

Financial assets are measuredaat value through profit or loss if they are not held within a
business model whose objective is to hold assets to collect contractual cash flows or within a
business model whose objective is achieved by both collecting contractual cash flows and selling
financial assetsThe Bank makes its decisions on the basis of business model,isshaded on

the fair value of the assets and manages the assets to obtain their fair value. Therefore, if the
financial assets are held for the purpose of obtaining tash &rising from their sale, the change

in fair value are measured at fair value through profit or loss.

Measurement Categories of Financial Assets and Liabilities

As of 1 January 2018, the Bank classified all its financial assets based on the busoder
managing the financial assets. Accordingly, the financial assets are classified as per TFRS 9 in
three main categories listed below:

1. Financial assets measured at amortized cost,
2. Financial assets measured at fair value thinaether comprednsive income
3. Financial assets measured at fair value through profit/loss.

TFRS 9, the paragraph 4, explains how financial assets are classified in accordanoethvds
explained in Article 1 and and other than these financial assets, remaining financial assets are
classified in accordance withe method detailed in Article 3

Included in its securitiggortfolio; the Bank also haspnsumer price indexed government bonds

(CPI) measured at fairalue through other comprehensive income and CPI government bonds
measured at amorti sed c o fotaccordiigtobhs effectiveinterestt u e d
rate method which is calculated perthe real coupon rate and the reference inflatioexnzh

the issue datelThe reference index used during the calculation of the actual coupon payment
amountisdet er mi ned by wusi ng t. Thhe Bgokdetermes isexpected mo n |
inflation rates similarlyThe estimated inflation rate accorglito the Central Bank of Turkey and

t he Bankbés expectations, is updat eAdofZDduné ng t h
2019 the valuation othese securities is based on2D8% annual inflation forecastt such

valuation of these CRhdexed securities was made according to the reference index vaia for

June 2019the revaluation differences of financial assets within the eq#iitygeoBank would

increase TRY 43.10{het),and the interest income from the setes would decrease byRY

1.006.126

Financial Assts Measured at Amortised Cost

A financial asset is measuratlamortized cost both ofthe following conditiongremet

(a) Asset is held within a business model whose objectite li®ld financial assets in order to
collect contractual cash flows.

(b) Contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

Financial assets measured at amortised cost are loans and receivables and financial assets.
Subsequent to the initial recognition, financial investments are accounted for at amortised cost
calculated by using the effective interest rate method. Loans are inigatygmized with their

cost and carried at their amortized costs calculated using the internal rate of return subsequent to
recognition.
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TURKKYE HALK BANKASI AK
EXPLANATION AND NOTES RELATED TO THE UNCONSOLIDATED FINANCIAL

STATEMENTS FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2019
(Amounts expressed tinousandlurkish Lira (TRY) unless otherwise stated.)

SECTION I1I: EXPLANATIONS ON ACCOUNTING POLICIES (continued)

VII. EXPLANATIONS ON FINA NCIAL ASSETS (continued)

Financial AssetsMeasuredat Fair Value thr ough other comprehensive income

A financial asset is measured if both loé tfollowing conditions are met:

(a) Financial asset is held within a business model whose objective is achieved by both collecting
contractual cash flows and selling financial assets and

(b) Contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

A gain or loss on a financial asset measured at fair value through other comprehensive income
shall be recognized in other comprehensive income, except for impairment gains oatasses
foreign exchange gains and losses, until the financial assirsognizedor reclassifiedrom

equity to profit or loss as a reclassification adjustment at the reclassification date.

Financial Assets Measured at Fair Value through profit or loss

According to TFRS 9 paragraph 4.1.4, the financial asdete fair value through profit or loss

are initially recognized at fair value and remeasured at their fair value after recognition. All gains
and losses arising from these valuations are reflected statament of profit or los¢owever,

the Bank mayirrevocably prefer to apply to the financial assets at fair value through other
comprehensive income for reflecting future changes in fair value for certain investments in equity
instruments that would normally be measured at fair value through prédisoat the time of

initial inception in the financial statements.

Cash Equivalents and Banks

Cash and bank balances in foreign currencies
exchange rates. The presented values of cash in TRY, fauwigamcy cash and banks at balance
sheet are the estimated fair values of these assets
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TURKKYE HALK BANKASI AK
EXPLANATION AND NOTES RELATED TO THE UNCONSOLIDATED FINANCIAL

STATEMENTS FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2019
(Amounts expressed tinousandlurkish Lira (TRY) unless otherwise stated.)

SECTION I1I: EXPLANATIONS ON ACCOUNTING POLICIES (continued)

VII. EXPLANATIONS ON FINA NCIAL ASSETS (continued)

FinanciaAssetsMeasuredat Fair Value through profit or loss (continued)
Loans and Receivables

Loans and receivables represent unquoted financial assets in an active market that provide money,
goods or services to the debtor with fixed or determinable payments.

Loans andeceivables are initially recognized with their fair values including settlement costs and
carried at their amortized costs calculated using the internal rate of return subsequent to
recognition. Transaction fees, dues and other expenses paid for loantgesrare recognized
under the profit and loss accounts.

Consumer and corporate cash loans are recognized under the accounts specified by the Uniform
Chart of Accounts and Explanations with their original balances based on their context.

Foreign currencyndexed consumer and corporate loans are followed at TRY accounts after
converting into TRY by using the opening exchange rates. At the subsequent periods, increases
and decreases in the loan capital are recognized under the foreign currency incomese exp
accounts in thatatement of profit or losdepending on foreign currency rates being higher or
lower than opening date rates.

Repayments are calculated using the exchange rates at the repayment dates and exchange
differences are recognized under the foreign currency income and expense accounts in the
statement of profit or loss.

Associates and subsidiaries:

As of 1 January 2012he Bank changed its accounting policy of Turkislka denominated
subsidiaries, ands of 18 June 2015 the Bank change@dtsounting policy oforeigncurrency
denominated subsidiaries darassociates and started to measure related subsidiaries and
as®ciates with their fair valuegoreign currency denominated associates and subsidiaries are
converted into TRY by using the exchange rates at the date of which the fair value is determined.
Fair values of the subsidiaries, whose shares are unquotedaotiveenmarket (stock exchange)

are determined with the valuation reports that are prepared by an independent valuation company
and fair values of the subsidiaries, whose shares are quoted on an active market (stock exchange)
are determined by taking inte@unt values at stock exchange, and valuation differences are

added to the subsidiaries valwues and <corres
Comprehensive I ncome or Loss Reclassified Th
equity.
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TURKKYE HALK BANKASI AK
EXPLANATION AND NOTES RELATED TO THE UNCONSOLIDATED FINANCIAL

STATEMENTS FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2019
(Amounts expressed tinousandlurkish Lira (TRY) unless otherwise stated.)

SECTION I1I: EXPLANATIONS ON ACCOUNTING POLICIES (continued)

VII'l. EXPLANATIONS ON IMPA IRMENT OF FINANCIAL ASSETS

As of 1 January 2018, the Bank recognizes loan loss allowances for expected credit losses on
financial assets and loans measured at amortissidand measured at fair value through other
comprehensive income, loan commitments and financial guarantee contracts not measured at fair
value through profit / loss based on TFRS 9 and the regulation published in the Official Gazette

no. 29750 dated 22 une 2016 in connection with AnProc
Classifications of Loans and Allowancel Ao cat ed for Such Loanso ef
2018. Financial assets measured at fair value are not assessed for impairment.

As of the reportinglate, the Bank assesses whether the credit risk on a financial instrument has
increased significantly since initial recognition in actamce with TFRS 9 paragraph 3.5Vhen
making the assessment, the Bank shall use the change in the risk of a defauibg for the
financial instrument.

As of the reporting date, if the credit risk on a financial instrument has not increased significantly
since initial recognition, the Bank shall measure the loss allowance for that financial instrument
at an amount el to 12 month expected credit losses. However, if there is a significant increase
in credit risk of a financial instrument since initial recognition, the Bank measures loss allowance
regarding such instrument at an amount equal to lifetime expectetlosseéis.

The Bank calculates the expected credit loss on a collective basis by grouping the financial assets
having common credit risk features or on an individual basis.

The Bank constituted a policy in order to make an assessment whether thesgreditrfinancial
instrument has increased significantly since initial recognition by taking into consideration the
change in the risk of a default event occurring over the expected life of the financial instrument.

Calculation of expected credit losses

A credit loss is present value of calculated difference between the total cash flows that will occur
based on the contractual terms of financial instruments and the total cash flows, which the Bank
expeds to collect, with the initial effective interest eatThe Bank calculates expected credit
losses based on a probabilityveighted estimate of credit losses (the present value of all cash
shortfalls) over the expected life of the financial instruments. The Bank estimates cash flows over
expected life of dinancial instrument with the consideration of contractual terms of the financial
instrument, and considers the weighted average of the credit losses as the expected default risk as
the expected credit loss.

TFRS 9 Financial Instruments Standard allokes calculation of expected credit loss provisions

in aggregate or individually by grouping financial assets with common credit risk characteristics.
The Bank has been collectively calculating and accounting for expectidass provisions. As

of 30 June 2A.9, the Bank has individually assessed a portion of the loans, which were classified
as the 3rd stage lifetime expected creditddsfault whose ECL was collectively calculated since
the date of transition to TFRS 9 standl as of 01.01.2018, on augent basis by assessing
alternative cash flows and possible sales of collaterals, and adjusted the resultsssEgiment

in the expected credit loss provisions which are reflected in the financial statements.
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SECTION IlI: EXPLANATIONS ON ACCOUNTING POLICIES (continued)

VIII.

EXPLANATIONS ON IMPA IRMENT OF FINANCIAL ASSETS (continued)
Probability of Default (PD):

It is defined as the probability that the debtor does not fulfill its obligations to the bank or in other
words it can not repay its delttsthe bank. This ratio is calculated for each loan based on various
statistical assumptions depending on the maturity, internal behavioral model, external behavioral
model and financial module dafEhe probability valuetake a value between 0 and figaas the
probability value increases, the likelihood of the credit defaulting increases.

Loss given Default (LGD):

This is the parameténdicatesthe expected economic loss of the bank if the credit defailts.
the case of the credit defaults and Baak collects the entire amount of the default, LGD is zero,
in the case of noollection, LGD is 100%_GD rates areeviewedon a maximum of 1 year basis.

Exposure at Default (EAD)

It is the parameter that indicates how much of a loan will diefabedefault amount for a spot

or installment loan is the amount, which is listed on the payment schedule at the time of default.
Additionally, the default amount for the credit cards and limit gaps of overdraft accounts and non
cash loans, are calculated wdtlparameter called credit c@mrsionfactor(CCPH. The default risk
amount in the future is estimated by calculating by the statistical methods with the credit
conversion rate, since it is not known at the time of loan origination due to undrawn commitment
for limit of credit cards and overdraft accounts.

12 Month Expected Credit Losses

It is the estimateexpected credit lossexccurring within the next 12 months following the
balance sheet date. According to Article 5.5.5 of TFRS 9 standard, in the case of that there is no
significant increase in credit risk of a financial instrument since its first recognitiomBathie

shall measure at #hprovision for loss of the rated financial instrument as equal as 12 month
expected credit losses.

In the case of a customer or a loan that is classified under Standard Loans (Stage 1), the provision
for loan is calculated on 365 days evetihe maturity of the loan is above 1 year. In the case of
maturity of the loan is under 1 year, number of days left to maturity (except revolving loans and
credit cards) are used in calculations.

Lifetime Expected Credit Losses

It is the estimated probdity of default occurring over the remaining life of the financial
instrument. Accorithg to aticle 5.5.3of TFRS 9 tandard,in case 6 a significant increase in
credit risk for a financial instrument since its initial recognition Baakshall measure provision
for loss ofrelated financial instrumerats equal as expectéfittime expected credit losamount.

In the case of a customer or loan is classifiestage 2 and / or Stage 3, the provision for expected
credit loss ismeasured ahe lifetime probability of default. Despite the fact that the methods for
used calculation for provision of expected credit loss are similar for Stage 2 and &iags 3
the probability of default for Stage 3 credits is accepted as 100%.

TFRS 9 Standardioes not include a direct definition of default, but requires a consistent
definition of default to be used in credit risk management. The Bank is considering qualitative
indicators (&. financial commitments), if appropriate, when defining a defaulbralticg to

article B5.5.37 of TFRS 9, for the purpose of determining the risk of business default and adopts
a definition of default, consistent with the definition used fehause credit risk management
purposes for the relevant financial instrumentsweleer, there is a rebuttable presumption that
default does not occur later than when a financial asset is 90 days past due unless an entity has
reasonable and supportable information to demonstrate that a more lagging default criterion is
more appropriate.
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SECTION I1I: EXPLANATIONS ON ACCOUNTING POLICIES (continued)

VIl 1. EXPLANATIONS ON IMPA IRMENT OF FINANCIAL ASSETS (continued)
Lifetime Probability of Default (continued)

AThe definition of default us e dinahcalinstturheats e pur
unless information can be obtained that demonstrates that another definition of default is more
appropriate for a particular financial instrument." in line with Article 90 of the Communiqué on
Calculation of the Risk Weighted Exposukenount for Credit Risk by Internafatings Based
Approaches assumes that debt defaulted if at least one of the following two conditions occurs.

a) Consideringhat a debtor is unlikely tpay credit obligationgsot he Bank and to t
consolidatedinancial subsidiaries without using guarantees

b) Consideringthat a debt having past due more than 90 daythe Bank or its financial
subsidiaries

The expected loan loss provision for the loans classified aperdorming loans (Stage 3) is
calculated using the estimation of loss given default (LGD). Aforementioned estimation is based
on the historical data on a segment basis and determined by the principle loss charge, being the
remaining amount after the collection made within the peritet @ach segment has defaulted.

Low Credit Risk

TFRS 9 standard states that in some cases, the credit risk on a financial instrument can be
calculated as low if the financial instrument has a low risk céudiefvhen there is no reliable
past default data.

According to Article 5.5.Q, if the entity determines that a financial instrument has a low credit
risk as of the reporting date, it assumes that the credit risk on the financial instrument has not
increasd significantly following its initial recognition in the financial statement. Those
transactions in the Bank are classified as follows:

a) CBRT transactions (Currencies held in CBRT andrk@seequiremen)s

b) Securities (Fair valuthrough other comprehsive income anfinancial assetsneasured at
amortised cost)

c) TreasunyLoans
d) Loans guaranteed by Treasury of Republic of Turkey
The Rules of Significant Increase in Credit Risk

Significant increase in creditovisidndokexpedegui r es
credit losses at lifetime probability of default instead of 12 month expected credinlake.

event of a significant increase in credit risk since initial recognition, the financial asset is
transferred to Stage 2.

IX. EXPLANATIONS ON OFFSETTING FINANCIAL INSTRUMENTS

A financial asset and a financial liability shall be offset and the net amount shall be presented in
the balance sheet only when a party currently has a legally enforceable right to set off the
recognized amounts antends either to settle on a net basis or to realize the asset and settle the
liability simultaneously.
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SECTION I1I: EXPLANATIONS ON ACCOUNTING POLICIES (continued)

X.

XI.

XIT.

EXPLANATIONS ON SALES AND REPURCHASE AGREEMENTS (REPOS) AND
TRANSACTIONS ON SECURITIES LOANED

Mar ket able securities subject t Binamcialf\ssetcah a s e
Fair Value through Other Comprehensive Income d-air Vdilue measured at Amortised Gost

in the Bankdos portfolio and they are valued
portfolios

Funds obtained from the r epur ¢imdssObtaired)frome me nt
Money Markeb account i n | i ablbetween ihessle andrepurchbse priced i f f
determined by the repo agreements for the period; expense accrual is calculated using the internal
rate of return method.

Reverse repo transactions ar éMoneyeMakgsadcauetd un de
For the difference between the purchase and resale prices determined by the reverse repo
agreements for the period; income accrual is calculated using the internal rate of return method.

EXPLANATIONS ON ASSETS HELD FOR SALE, ASSETS OF DISCONTINUED
OPERATIONS AND RELATED LIABILI TIES

Assets that meet the criteria to be classified as held for sale are measured at carrying amount and
depreciation of such assets is ceased and they are presented separately in the balance sheet. In
order to classify an asset as higldsale, the asset (or the disposal group) should be available for

an immediate sale in its present condition subject to the terms of any regular sales of such assets
(or such disposal groups) and the sale should be highly probable. For a highly psabealitee
appropriate level of management must be committed to a plan to sell the asset (or the disposal
group), and an active program to complete the plan should be initiated to locate a customer. Also,
the asset (or the disposal group) should have tweanarket sale value, which is a reasonable

value in relation to its current fair value. Events or circumstances may extend the completion of
the sale more than one year.

Such assets are still classified as held for sale if there is sufficient evitiahtieet delay in the
sale process is due to the events and circumstances occurred beyond the control of the entity or
the entity remains committed to its plan to sell the asset (or disposal group).

A discontinued operation is a component of a bank tHaditas been disposed of, or is classified
as held for sale. Gains or losses relating to discontinued operations are presented separately in the
statement of profit or loss

EXPLANATIONS ON GOOD WILL AND OTHER INTAN GIBLE ASSETS

As at the balance shegste, there is no goodwill recorded in the unconsolidated balance sheet of
the Bank.

Intangible assets that are purchased prior to 1 January 2005 are carried at their restated historical
costs and intangible assets that are purchased in the subsequimg pex carried at their
historical cost, less any accumulated amortization and any impairment losses. Intangible assets
are amortized by using the straight line method based on their useful lives. Amortization method
and period are assessed periodicallthe end of each year. Intangible assets consist of software
expenses and they are amortized by usihegstraight line method over years. There is no
significant change in the accounting estimates expected or to be expected having a significant
effecton the amortization method, amortization period or residual value.
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SECTION I1I: EXPLANATIONS ON ACCOUNTING POLICIES (continued)

XITl.  EXPLANATIONS ON PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment except buildings that are purcpasedo 1 January 2005 are

carried at their 31 December 2004 dated restated costs and property, plant and equipment that are
purchased in the subsequent periods are carried at cost, less any accumulated depreciation and
any impairment losses. Propertyapl and equipment are amortized by using the straight line
method during their useful lives. Gain or loss arising from the disposal or retirement of an item

of property, plant and equipment is determined as the difference between the sales proceeds and
the carrying amount of that asset and is recognized in profit or loss.

As of 1 April 2015, the Bank adopted the revaluation method for buildings in tangible assets in

accordance witf ur ki sh Accounting Standard No: 16 AP
16). Expertise values determined by independent appraisal companies are reflected to the financial
statement s. Reval uat i éaumdlatdd Othar Eamprehensive ineome e c o r

or Loss Not Reclassified through ProfitorLossunder t hedshguéehgl de

Ordinary maintenance and repair expenses of property, plant and equipment items are recognized
as expenses.

Estimated useful lives of property, plant and equipment are as follows:

Estimated useful

lives (Year) Depreciation rate
Buildings 50 % 2
Safes 50 % 2
Other movable properties 3-25 % 4-33,33
Assets held under financial leases 4-5 % 2025

Leasehold improvements are depreciated over the lower of the periods of the respective leases
and useful lives, on a straiglinme basis. In any caseseful life cannot exceed the lease period. If

the duration of lease agreement is not determined or longer than five years, amortization duration
is considered as five years.

There is no change in accounting estimates that is expected to have sigaffiann current
period and subsequent periods.

There are no material mortgages, pledges or similar in cumbrances designated for the property,
plant and equipment.

Classification of Investment Properties:

If a land or building is being used by an owner and the intention is changed to an investment
property, this property is classified as an investment property.

When the use of an immovable is changed and reclassified as an investment property, the actual
value of the date on which the change in the use of the named property takes place will be the
cost of the subsequent accounting.

XIV. EXPLANATIONS ON INVESTMENT PROPERTIES
Investment properties are properties held to earn rentals and/or for capitalajpreci

Investment properties in the attached unconsolidated financial statements that are purchased prior
to 1 January 2005 are carried at their 31 December 2004 dated restated costs and property, plant
and equipment that are purchased in the subsequeindpere carried at cost, less any
accumulated depreciation and any impairment losses. Investment properties are amortized by
using the straight line method during their useful lives. Gain or loss arising from the disposal or
retirement of an item of prapty, plant and equipment is determined as the difference between
the sales proceeds and the carrying amount of that asset and is recognized in profit or loss.
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SECTION I1I: EXPLANATIONS ON ACCOUNTING POLICIES (continued)

XV.

XVI.

EXPLANATIONS ON LEASING TRANSACTIONS

Assets acquired under financial leases are carried at the lower of their fair values or amortized
value of the lease payments. Leasing payables are recognized as liabilities in the balance sheet
while the interest payable portionstbé payables are recognized as a deferred amount of interest.
Assets held under financial leases are recognized under the property, plant and equipment
(movable properties) account and are depreciated by using the straight line method.

The Bankdoesnotpat i ci pate in the financi al |l easing t

Accordington TFRS 16 LeasesoO standard which became
difference between the operating lease and financial lease was removed and the lease transactions
weresarted to be Pemedycgnd Esupthentu mderani asset (t enu
fiLeaseLi abi |l i ti es0 as a cationaflFRSi1& concerningthimnsiton a nd a
were explained in Section three, footnote XXIV.

EXPLANATIONS ON PROVISIONS AND CONTINGENT LIABILITIES

Provisi on and contingent | i abi | i t iPeosisiors,r e ac
Contingent Liabilities and Contingent Asset s

In the financial statements, a provision is made for an existing commitmehedesam past

events if it is probable that the commitment will be settled and a reliable estimate can be made of

t he amount of the obligation. Provisions are
management on the expenses to incur dseobalance sheet date and, if material, such expenses

are discounted for their present values. If the amount is not reliably estimated and there is no
probability of cash outflow from the Bank to settle the liability, the related liability is considered
ashcontingento and disclosed in the notes to t
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SECTION I1I: EXPLANATIONS ON ACCOUNTING POLICIES (continued)

XVII.

EXPLANATIONS ON EMPL OYEE BENEFIT LIABILI TIES

Employee benefits liabilities are recognized in accordance with the Turkish Accounting Standard
No: 19 AEmployee Benefitso. According to rel:é
required to make lump sum retirement payments to employees whwohwleted one year of

service, is called up for military service, dies, resigns, retires or whose employment is terminated
without due cause, or for female employees who resigns subsequent to her marriage within one
year. The Bank provides provision bgtienating the present value of the future retirement pay
liability.

The retirement pay provision of the Bank has been determined by the actuarial report of an
independent actuary firm. As of 1 January 2013, actuarial gains and losses are recorded under th
sharehol dersd equity according to the revisec

T. Hal k Bankasé Employee Pension Fund, T. Zi
Pension Fund Foundations were founded in accordance with the provisional article 20 of the
Social Insurance Act (8) No: 506 and their members including employees of the Bank.
Provisional article 23 of the Banking Act No:
the scope of SIA to be transferred to the Social Insurance Institution (SllI) within 3 years
subsguent to the publishing date of the act. The procedure and essentials for the transfer were
determined by the Council of Mini stersd dec
2006/11345 and accordingly, both pension funds would have been transfer&d toBever,

with the decree of the Constitutional Court numbered E.2005/139, K.2007/13 and K.2007/33
published in the Official Gazette dated 31 March 2007 and numbered 26479, the first paragraph

of the temporary first article of the provisional articlea2he Banking Act No: 5411 is cancelled

and the execution has been ceased starting from the date the decree is published.

After the justified decree related to cancelling the provisional article 23 of the Banking Law was
announced by the Constitutionab@t on the Official Gazette dated 15 December 2007 and
numbered 26731, Turkish Grand National Assembly (TGNA) started to work on establishing new
legal regulations, and after it was approved at the General Assembly of the TGNA, the Law
number ed Sating&ocial Seaerity and General Health Insurance Act and Certain Laws
and Decree Lawso, which was published on the
26870, came into effect. The new law decrees that the contributors of the bank pensipthéund

ones who receive salaries or income from these funds and their rightful beneficiaries will be
transferred to the Social Security Institution and will be subject to this Law within 3 years after
the release date of the related article, without argdrfer further operation. The three year
transfer period can be prolonged for maximum 2 years by the Cabinet decision. However related
transfer period has been prolonged for 2 years by the Council of Ministers decision dated 14
March 2011, which was publisd on the Official Gazette dated 9 April 2011 and numbered
27900. I n additi on, by the Law numbered 6283
l nsurance Act 0, which was published on the Of
28227, theauthority of the Council of Ministers extending 2 years has been raised to 4 years.

The statement fAThe Counci l of Ministers have
place in the scope of the Article 51 of the Law No: 6645 which was publishét: dsazette on
23 April 2015 and numbered 29335.

In accordance with the related legislation, as of the transfer date, the income and expenses of the
transferred funds will be considered by the insurance branches and the present value of the
actuarial lidvilities will be calculated with the technical interest rate of 9,8%. Moreover, after the
transfer to SllI, the unfulfilled other social rights and payments existed in the settlement deeds of
the subjected pension funds of the transferred participants, engmbthe rightful owners will

be continued to be fulfilled by the employer entities of the funds and its participants. Based on
the results of the actuarial repprepared as of 31 December 20iBtechnical deficit has been
reported.
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SECTION IlI: EXP LANATIONS ON ACCOUNTING POLICIES (continued)

XVI 1. EXPLANATIONS ON TAXATION

In accordance with provisional article 10 of the Law No. 5520 on Taxation No. 7061 added to the
Article No 91 of the Law on Taxation, the 20% rate institutions listed in the first paragraph of the
Article 32 of the Corporate Tax Law are subject to the taxation periods of 2018, 2019 and 2020
(for fiscal years beginning in the year concerned for the designati#dtiong. In addition, the
President of the &oublicof Turkeyis authorized to reduce the rate of 22% written in the first
sentence to 20%

The tax rate used in the calculation of deferred tax assets and liabilities is 22% over temporary
timing differences expected to reverse in 2018, 2019 and 2020 and 20% over temporary timing
differences expected to rage after 2021.

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

Tax expense is the sum of the current tax expense and deferred tax charge. Current year tax
liability is calculated over taxable profit. Taxable profit is different from the profit istdte ment

of profit or losssince taxable income or deductible expenses for the following years and non
taxable and nodeductible items are excluded.

Deferredtax is recognized on differences between the carrying amounts of assets and liabilities
in the financial statements and the corresponding tax bases used in the computation of taxable
profit. Deferred tax liabilities are generally recognized for all taxadinporary differences and
deferred tax assets are recognized to the extent that it is probable that taxable profits will be
available against which deductible temporary differences can be utilized.

The carrying amount of a deferred tax assetvgwedat each balance sheet date. An entity shall
reduce the carrying amount of a deferred tax asset to the extent that it is no longer probable that
sufficient taxable profit will be available to allow the benefit of part or all of that deferred tax asset
to beutilized.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability
is settled or the asset realized. Deferred tax is charged or credited to profit or loss, except when it
relates to items charged or creditiicectly to equity, in which case the deferred tax is also dealt
with in equity.

Prepaid corporation taxes and corporation tax liabilities are offset as they relate to income taxes
levied by the same taxation authority. Deferred tax assets and lialitdiedso offset.

Tax practices in the countries that foreign branches operate:

Turkish Republic of Northern Cyprus (TRNC)

According to the tax regulations in the Turkish Republic of Northern Cyprus, corporate gains are
subject to 10% of corporate tax amdsttaxed amount is subject to 15% of income tax.

The tax bases for corporate are determined by adding the expenses that cannot be deducted
according to TRNC regulations, to commercial gains and by subtracting exemptions and
deductions from commercighins. Income tax is paid in June, and corporate tax payment is made

in two installments, in May and in October.

On the other hand, withholding tax is paid in TRNC over interest income and similar gains of
corporations. The relevant withholding tgayments are deducted from the corporate tax
payable. In the case the amount of the withholding tax collections is higher than the corporate tax
payable, the difference is deducted from income tax payable.

Bahrain
Banks in Bahrain are not subject to tag@ding to the regulations of the country.
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SECTION I1I: EXPLANATIONS ON ACCOUNTING POLICIES (continued)

XIX.

XX.

XX1.

XXI'T.

XX,

ADDITIONAL EXPLANATI ONS ON BORROWINGS

The Bank borrows funds from domestic and foreign institutions and issues marketable securities
when neededlhese borrowing activities are recognized at fair value including the acquisition
costs at the transaction date and they are valued at amortized costs by using the internal rate of
return method.

Interest rate and liquidity risks are reduced by havingtasgith shorter or equal maturity terms
than borrowing instruments such as syndication, securitization and borrowing with collateral and
bears higher interest than costs of those instruments.

Also, asset composition is designed in accordance wifixéigdvariable cost nature of borrowing
instruments.

EXPLANATIONS ON SHAR ES ISSUED

Share issuances related to costs are recognized as expenses. Dividends related with the equity
shares are determined by the General Assembly of the Bank.

The Bank has rtassued any shares in the current and prior period. In accordance with the decision
of the Higher Council of Privatization dated 5 February 2007 and numbered 2007/8, the process
of public offering for the 25% of shares pertaining to the Privatization Adtnation was
completed and the Bank shares were registered with the Capital Markets Board as per the CMB
decision dated 26 April 2007 and numbered 16/471, and the shares were traded on the Borsa
Kstanbul Ak as of 10 May 2007.

As per the decision of thiligher Council of Privatization numbered 2012/150 and dated 4
October 2012; 232 of the public shares that were previously held by the Privatization
Administration were privatized by a second public offering and privatization was completed on
21 NovembeR012.

EXPLANATIONS ON BILL GUARANTEES AND ACCEPTANCES

Bill guarantees and acceptances are realized simultaneously with the customer payments and they
are presented as possible liabilities and commitments in thelaiiice sheet accounts.
EXPLANATIONS ON GOVERNMEN T INCENTIVES

There are no government incentives utilized by the Bank

EXPLANATIONS ON SEGM ENT REPORTING

Segment reporting focuses on business segment considering the main source and nature of the
risks and returns of the Bank. The Bank operates mainly in corporate, commercial, entrepreneur
banking and investment banking.

The informati on gssfsegrente is 8xplained ia settionsfoun @isclosure
numbered VII.
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SECTION I1I: EXPLANATIONS ON ACCOUNTING POLICIES (continued)

XXIV . EXPLANATIONS ON TFRS 16 LEASESSTANDARD

The Bank assesses whether the contract has the quality of a lease or whetifzgrsftution
includesa leaset the beginning of a contract.

A lease agreement is an agreement between two or more parties that gieesrittbe legally
enforceable riglstand obligations of the underlying asset. In case the contract is transferred for a
certain period of time to control the use of the asset defined for a price, it is either leased or
includes a lease. The Bank egfts the existence of a rigbt-use anda lease liability to the
financial statements at the effective date of the lease.

Existence of rightof-use:

As a result of internal evaluations, the Bank accoustd estate and vehiclesubject to
operational lease in accordance with TFRSAIBMs and other leasing transaction balances are
not considered within the scope of TFRS 16 as they are below the materiality level and the
corresponding rent payments are recognized under Other Operating Expenses.

At the commencement date, the Bank measueesghtof-use eal estates consideredths cost
of right-of-use assebeing theright-of-use asset in accordance with TFRS T6e cost of the
right-of- use;

a) The amount of the initial measurement of the lease liability,

b) Any lease payments made @t before the commencement date, less any lease incentives
received,

¢) Any initial direct costs incurred by the lessee and an estimate of costs to be incurred by the
lessee in dismantling and removing the underlying asset, restoring the site on vwehicbated
or restoring the underlying asset to the condition required by the terms and conditions of the lease.

When applying the cost method, The Bank takes into account the accumulated depreciation and
impairment losses for the subsequent penmisurement dhe existence of rightf-use. The

Bank applies the depreciation requirements in TAS 16 Property, Plant and Equipment in
depreciating real assets considered as-ofjise asset.

The Bank applies TAS 36 Impairment of Assets to determiretheh the real estates considered
as rightof-use assets are impaired and to account for any impairment loss identified.

The Lease Obligations:

Based on TFRS 16, at the commencement date, the Bank measures the lease liability at the present
value of theg¢ase payments that are not paid at that date. The lease pagradissounted using
the alternative borrowing interest rate.

After the commencement date, the Bank measures the lease liakiitypas:
a) Increasing the carrying amount to reflegerest on the lease liability,
b) Reducinghe book value to rédct the lease payments made

¢) Reducing the carrying amount to reflect the lease payments made; and remeasuring the carrying
amount to reflect any reassessment or lease modificatiomstedtect revised irsubstance fixed
lease.

Interest on the lease liability in each period during the lease term shall be the amount that produces
a constant periodic rate of interest on the remaining balance of the lease liability.
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SECTION IlI: EXPLANATIO NS ON ACCOUNTING POLICIES (continued)

XXIV. EXPLANAT IONS ON TFRS 16 LEASES STANDARD (continued)

XXV.

The Lease Obligations (continued):

In the event of a modification in the lease agreement which affects the lease payments or defined
assets, the Banke-measures its lease liability by using the current borrowing rate. The Bank
reflects the remeasured leasirabliity and the righf-usein the financiaktatements. Otie other

hand, in the changes in the shortening of the lease term, the termiofatien contract and the
decreases in the scope of the underlying asset, the gains or losses are recognized in profit or loss.

First Transition to TFRS 16 Leasing Standard

ATFRS 16 Leaseso0 St antieaffidal Gazete tqphe capplied mahe e d i
accounting period starting on 31 December 201
as of 1 January 2019, the date of first implementation.

TFRS 16 Leases standard abolishes the dual accounting model guampited for lessees
through recognizing finance leases in the balance sheet whereas not recognizing operational lease.
Instead, it is set forth a single model similar to the accounting of finance leases (on balance sheet).
For lessors, the accounting yaaalmost the same. The Bank preferred to adopt the facilitative
procedure at its first transition date amas not madany changes in the comparative financial
statements of the previous period.

Details based on the asset with regard to the recogassed tenure is as follows:

1 January 30 June
Existence of Righbf-use 2019 2019
Real Estate 513.592 560.177
Vehicles 85.867 86.311
Total 599.459 646.488

In accordance with TFRS 16, The Bank recognised a lease liability ghtofiuse asset
amounting to TRY591.596 a®f 1 January 2019 for &ses previously classified aperating
leass.

In accordance with TFRS 16, the Bank recognised prepatdpgyments amounting to TRY
7.863as of 1 January 201@nder tangible assets as rigiftuse which were previously classified
underprepaid expenses

1 January

2019

Operational Leasing Commitments 1.012.188
Contracts that are excluded from the scope of TFRS) 1¢ 111.608
Total Leasing Liability 900.580
Discounted Lease Obligation 591.596

EXPLANATION SON OTHER MATTERS

None.
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SECTION [IV: INFORMATION RELATED TO FINANCIAL POSITION AND RISK
MANAGEMENT OF THE BANK

I EXPLANATIONS ON C APITAL

Calculation of the amount of equity is made according to the "Regulation on Equities of Banks" and the
calculation of capital adequacy standard ratio according to "Regulation Regarding the Measurement and
Evaluation of Banks' Capital Adequacy”. As®d Jwme 2019 t he Bankds capital
accordance with théi Regul ati on Regarding the Measurement
Adequacy i s % 134 Déeember 2018: 13%(), The equity is calculated as TR¥3.796.343n
accordance with the priges of "Regulation on Eqtiés of Banks" (31 December 2018RY
37.119.404

D) Information on Equity items:
Amounts related
to
treatment before
Current Period Amount 1/1/2014(*)
COMMON EQUITY TIER 1 CAPITAL
Paidin Capital to be Entitled fo€ompensation after All Creditors 2.470.451
Share Premium -
Reserves 23.701.682
Other Comprehensive Income according to TAS 3.005.688
Profit 615.437
Current Period Profit 615.437
Prior Period Profit -
Bonus Shares from Associatédfiliates and JoirHVentures not Accounted in Current Period's Prof 184.137
Common Equity Tier 1 Capital Before Deductions 29.977.395
Deductions from Common Equity Tier 1 Capital
Valuation adjustments calculated as per the article 9. (i) of the Regulation on Bank Capital
Current and Prior Periods' Losses not Covered by Reserves, and Losses Accounted under Eqt
according to TAS-) 140.438
Leasehold Improvements @perational Leases)( 68.755
Goodwill Netted with Deferred Tax Liabilities -
Other Intangible Assets Netted with Deferred Tax Liabilities Except Mortgage Servicing Rights 132.177 132.177

Net Deferred Tax Asset/Liability) -
Differences arisa&vhen assets and liabilities not held at fair value, are subjected to cash flow hed

accounting -
Total credit losses that exceed total expected loss calculated according to the Regulation on C:

of Credit Risk by Internal Ratings Based Approach -
Securitization gains -
Unrealized gains and |l osses from changes i
creditworthiness -
Net amount of defined benefit plans -
Direct and Indirect Investments of the Bank on its own Tier | Capjtal 262.384
Shares Obtained against Article 56, Paragraph 4 of the Banking-Law ( -
Total of Net Long Positions of the Investments in Equity Items of Unconsolidated Banks and Fi

Institutions where the Bank Owns 10% or less of the Issued Shaital Exceeding the 10% Threshc

of above Tier | Capital) -
Total of Net Long Positions of the Investments in Equity Items of Unconsolidated Banks and Fi

Institutions where the Bank Owns 10% or more of the Issued Share Capital Exceetliig fheresholc

of above Tier | Capital) -
Mortgage Servicing Rights Exceeding the 10% Threshold of Tier | Cagital ( -
Net Deferred Tax Assets arising from Temporary Differences Exceeding the10% Threshold ¢

Capital €) -
Amount Exceeding the 15% Threshold of Tier | Captaper the Article 2, Clause 2 of the Regulat

on Measurement and Assessment of Capital Adequacy Ratios of Banks -
The Portion of Net Long Position of the Investments in Equity Itendnebnsolidated Banks and

Financial Institutions where the Bank Owns 10% or more of the Issued Share Capital not deduc

from Tier | Capital {) -
Mortgage Servicing Rights not deducte ( -
Excess Amount arising from Deferred Tax Assets from Temp®tferences <) -
Other items to be Defined by the BREA -
Deductions from Tier | Capital in cases where there are no adequate Additional Tier | or Tier Il

@) -
Total Deductions from Common Equity Tier | Capital 603.754
Total Common Equity Tier | Capital 29.373.641
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SECTION [IV: INFORMATION RELATED TO FINANCIAL POSITION AND RISK
MANAGEMENT OF THE BANK (continued)

.  EXPLANATIONS ON CAPITAL (continued)

ADDITIONAL TIER | CAPITAL

Preferred Stock not Included in Common Equity Ti€apital and the Related Share Premiums -
Debt Instruments and the Related Issuance Premiums Defined by the BRSA 5.861.520
Debt Instruments and the Related Issuance Premiums Defined by the BRSA (Covered by Temg

Article 4) -

Additional Tier | Capital before Deductions 5.861.520

Deductions from Additional Tier | Capital

Direct and indirect investments of the Bank in its own Additional Tier | Capital -
Investments of Bank to Banks that invest in Bank's additional equity and componegistpissued

by financial institutions with compatible with Article 7. -
Total of Net Long Positions of the Investments in Equity ltems of Unconsolidated Banks and Fin

Institutions where the Bank Owns 10% or less of the Issued Share CapitaliEgdbedL0%

Threshold of above Tier | Capital -
The Total of Net Long Position of the Direct or Indirect Investments in Additional Tier | Capital o -
Unconsolidated Banks and Financial Institutions where the Bank Owns more than 10% of the Is

ShareCapital

Other items to be defined by the BRSA -

Items to be Deducted from Tier | Capital during the Transition Period -

Goodwill and Other Intangible Assets and Related Deferred Taxes not deducted from Tier | Cag -
per the Temporary Article Zlause 1 of the Regulation on Measurement and Assessment of Cap

Adequacy Ratios of Banks)(

Net Deferred Tax Asset/Liability not deducted from Tier | Capital as per the Temporary Article 2 -
Clause 1 of the Regulation on Measurement and Assessiméapital Adequacy Ratios of Bank$ (

Deduction from Additional Tier | Capital when there is not enough Tier Il Capjtal ( -

Total Deductions From Additional Tier | Capital

Total Additional Tier | Capital 5.861.520

Total Tier | Capital (Tier | Capital=Common Equity+Additional Tier | Capital) 35.235.161
TIER Il CAPITAL

Debt Instruments and the Related Issuance Premiums Defined by the BRSA 5.929.795
Debt Instruments and the Related Issuance Premiums Defined by the BRSA (CovEeetpbyary

Article 4) -
Provisions (Amounts explained in the first paragraph of the article 8 of the Regulation on Bank ( 2.645.649
Tier Il Capital Before Deductions 8.575.444

Deductions From Tier Il Capital

Direct and indirect investments the Bank on its own Tier |l Capitad)( -
Investments of Bank to Banks that invest on Bank's Tier 2 and components of equity issued by - -
institutions with the conditions declared in Article 8.

Total of Net Long Positions of the Investmemt$&Equity Items of Unconsolidated Banks and Financ -
Institutions where the Bank Owns 10% or less of the Issued Share Capital Exceeding the 10%

Threshold of above Tier | Capital) (

Total of Net Long Positions of the Investments in Equity ltems afddeolidated Banks and Financi: -
Institutions where the Bank Owns 10% or more of the Issued Share Capital Exceeding the 10%

Threshold of above Tier | Capital) (

Other items to be defined by the BRSA ( -

Total Deductions from Tier Il Capital -

Total Tier Il Capital 8.575.444

Total Equity (Total Tier | and Tier Il Capital) 43.810.605

Total Tier | and Tier |l Capital (Total Equity)

Loans Granted against the Articles 50 and 51 of the Banking {aw ( -

Net Book Values of Movables amthmovable Exceeding the Limit Defined in the Article 57, Claus:

of the Banking Law and the Assets Acquired against Overdue Receivables and Held for Sale bt

Retained more than Five Years -
Other items to be defined by the BRSA ( 14.262
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SECTION [IV: INFORMATION RELATED TO FINANCIAL POSITION AND RISK
MANAGEMENT OF THE BANK (continued)

.  EXPLANATIONS ON CAPITAL (continued)

Items to be Deducted from the Sum of Tier | and Tier Il Capital (Capital) During the Transition
Period

The Portion ofTotal of Net Long Positions of the Investments in Equity Items of Unconsolidated E

and Financial Institutions where the Bank Owns 10% or less of the Issued Share Capital Exceec

10% Threshold of above Tier | Capital not deducted from Tier | @agidditional Tier | Capital or

Tier Il Capital as per the Temporary Article 2, Clause 1 of the Regulajion ( -
The Portion of Total of Net Long Positions of the Investments in Equity Items of Unconsolidated

and Financial Institutions where tBank Owns more than 10% of the Issued Share Capital Excee

the 10% Threshold of above Tier | Capital not deducted from Additional Tier | Capital or Tier Il

Capital as per the Temporary Atrticle 2, Clause 1 of the Regulajion ( -
The Sum of net longositions of investments in the common stock of banking, financial and insur.

The Portion of Net Long Position of the Investments in Equity Items of Unconsolidated Banks ar

Financial Institutions where the Bank Owns 10% or more of the Issued Shatad, @& the Net

Deferred Tax Assets arising from Temporary Differences and of the Mortgage Servicing Rights |

deducted from Tier | Capital as per the Temporary Article 2, Clause 2, Paragraph (1) and (2) an

Temporary Article 2, Clause 1 of the Regulat{®) -

TOTAL CAPITAL

Total CapitalTotal of Tier | Capital and Tier Il Capital) 43.796.343

Total Risk Weighted Assets 299.114.17¢

Capital Adequacy Ratios

CET1 Capital Ratio (%) 9,82

Tier | Capital Ratio (%) 11,78

Capital Adequacy Rati%) 14,64

BUFFERS

Bank-specific total CET1 Capital Ratio (a+b+c) 2,527
a) Capital Conservation Buffer Ratio (%) 2,500
b) Bankspecific CounteCyclical Capital Buffer Ratio (%) 0,027
¢) Systemic significant bank buffer ratio (%) 0,000

Additional CET1 Capital Over Total Risk Weighted Assets Ratio Calculated According to the Art

of Capital Conservation and Counteyclical Capital Buffers Regulation 5,320

Amounts Lower Than Excesses as per Deduction Rules

Remaining Total oNet Long Positions of the Investments in Equity Items of Unconsolidated Ban!

and Financial Institutions where the Bank Owns 10% or less of the Issued Share Capital 131.605
Remaining Total of Net Long Positions of the Investments in Tier | Capitahobnsolidated Banks

and Financial Institutions where the Bank Owns more than 10% or less of the Issued Share Cay 463.396
Remaining Mortgage Servicing Rights -

Net Deferred Tax Assets arising from Temporary Differences 2.167.156

Limits for Provisions Used in Tier Il Capital Calculation

General Loan Provisions for Exposures in Standard Approach (before limit of one hundred and 1

five per ten thousand) 2.645.649
General Loan Provisions for Exposures in Standard Apprioagited by 1.25% of Risk Weighted
Assets 2.645.649

Total Loan Provision that Exceeds Total Expected Loss Calculated According to Cominmmiqu

Calculation of Credit Risk by Internal Ratings Based Approach -
Total Loan Provision that Exceeds TdEdpected Loss Calculated According to Communhign

Calculation of Credit Risk by Internal Ratings Based Approach, Limited by 0,6% Risk Weighted -

Debt Instruments Covered by Temporary Article 4 (effective between 1.1.20181.2022)

(effective between 1.1.2014.1.2022)

Upper Limit for Additional Tier | Capital ltems subject to Temporary Article 4 -
Amount of Additional Tier | Capital ltems Subject to Temporary Article 4 that Exceeds Upper Lin -
Upper Limit for Additional Tier Il Capitaltems subject to Temporary Article 4 -

Amount of Additional Tier Il Capital ltems Subject to Temporary Article 4 that Exceeds Upper Lit -

*Amounts in this column represents the amounts of items that are subject to transitional provisions.

**The systemic significant bank buffer ratio shown as 0.000% in the unconsolidated financial report since it is necii$gath¢o
systematic significant banks that are not required to prepare consolidated financial statements in accordahe¢hwitrandthefourth
paragraph of the Article 4 of the "Regulation on Systemic Significant Banks".
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MANAGEMENT OF THE BANK (continued)

SECTION [IV: INFORMATION RELATED TO FINANCIAL POSITION AND RISK

I EXPLANATIONS ON CAPITAL (continued)

Amounts related to
treatment before

Prior Period Amount 1/1/2014(*)
COMMON EQUITY TIER 1 CAPITAL
Paidin Capital to be Entitled for Compensation after All Creditors 2.470.451
Share Premium -
Reserves 20.476.807
Other Comprehensive Incoraecording to TAS 3.030.210
Profit 3.226.329
Current Period Profit 2.521.795
Prior Period Profit 704.534
Bonus Shares from Associates, Affiliates and Juiemtures not Accounted in Current Period's Profit 8.711
Common Equity Tier 1 Capital Before Deductions 29.212.508
Deductions from Common Equity Tier 1 Capital
Valuation adjustments calculated as per the article 9. (i) of the Regulation on Bank Capital
Current and Prior Periods' Losses not Covered by Reservelsosses Accounted under Equity according to T
) 191.773
Leasehold Improvements on Operational Leages ( 67.145
Goodwill Netted with Deferred Tax Liabilities -
Other Intangible Assets Netted with Deferred Tax Liabilities Except Mort§agécing Rights 140.250 140.250

Net Deferred Tax Asset/Liability) -
Differences arise when assets and liabilities not held at fair value, are subjected to cash flow hedge accot -
Total credit losses that exceed total expecteddaksilated according to the Regulation on Calculation of Cre

Risk by Internal Ratings Based Approach -
Securitization gains -
Unrealized gains and |l osses from changes in bar -
Netamount of defined benefit plans -
Direct and Indirect Investments of the Bank on its own Tier | Capjtal ( -
Shares Obtained against Article 56, Paragraph 4 of the Banking-Law ( -
Total of Net Long Positions of the Investments in Equity Itefridnconsolidated Banks and Financial Institutic

where the Bank Owns 10% or less of the Issued Share Capital Exceeding the 10% Threshold of above Ti

Capital €) -
Total of Net Long Positions of the Investments in Equity Items of Unconsolidatdéd Bad Financial Institution

where the Bank Owns 10% or more of the Issued Share Capital Exceeding the 10% Threshold of above 1

Capital €) -
Mortgage Servicing Rights Exceeding the 10% Threshold of Tier | Cagital ( -
Net Deferred Tax Assetmising from Temporary Differences Exceeding the10% Threshold of Tier | Capital -
Amount Exceeding the 15% Threshold of Tier | Capital as per the Article 2, Clause 2 of the Regulation on

Measurement and Assessment of Capital Adequacy Ratios of Banks -
The Portion of Net Long Position of the Investments in Equity ltems of Unconsolidated Banks and Financi

Institutions where the Bank Owns 10% or more of the Issued Share Capital not deducted from Tier FCapi -
Mortgage Servicing Rightsot deducted-{ -
Excess Amount arising from Deferred Tax Assets from Temporary Differef)ces ( -
Other items to be Defined by the BRSA ( -
Deductions from Tier | Capital in cases where there are no adequate Additional Tier | or Tier Ik@Gpital

Total Deductions from Common Equity Tier | Capital 399.168

Total Common Equity Tier | Capital 28.813.340
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SECTION [IV: INFORMATION RELATED TO FINANCIAL POSITION AND RISK
MANAGEMENT OF THE BANK (continued)

l. EXPLANATIONS ON CAPITAL (continued)

ADDITIONAL TIER | CAPITAL

Preferred Stock not Included in Common Equity Tier | Capital and the Related Share Premiums -
Debt Instruments and the Related Issuance Premiums Defined by the BRSA -
Debt Instruments and the Related Issuance Preniefised by the BRSA (Covered by Temporary

Article 4) -

Additional Tier | Capital before Deductions -

Deductions from Additional Tier | Capital

Direct and Indirect Investments of the Bank on its own Additional Tier | Capjtal ( -
Investments n Equity I nstruments |Issued by Banks

Additional Tier | Capital and Having Conditions Stated in the Article 7 of the Regulation -
Total of Net Long Positions of the Investments in Equity Items of Unconsetidzanks and Financia

Institutions where the Bank Owns 10% or less of the Issued Share Capital Exceeding the 10%

Threshold of above Tier | Capital -
The Total of Net Long Position of the Direct or Indirect Investments in Additional Tier | Capital

Unconsolidated Banks and Financial Institutions where the Bank Owns more than 10% of the Is

Share Capital-§ -
Other items to be defined by the BRSA ( -

Items to be Deducted from Tier | Capital during the Transition Period -

Goodwill andOther Intangible Assets and Related Deferred Taxes not deducted from Tier | Capi

per the Temporary Article 2, Clause 1 of the Regulation on Measurement and Assessment of Ci

Adequacy Ratios of Banks)( -
Net Deferred Tax Asset/Liability nateducted from Tier | Capital as per the Temporary Article 2,

Clause 1 of the Regulation on Measurement and Assessment of Capital Adequacy Ratios of Ba -
Deduction from Additional Tier | Capital when there is not enough Tier Il Capjtal ( -

Total Deductions from Additional Tier | Capital -

Total Additional Tier | Capital -

Total Tier | Capital (Tier | Capital= Common Equity Tier | Capital + Additional Tier | Capital) 28.813.340
TIER Il CAPITAL

Debt Instruments and the Relatsduance Premiums Defined by the BRSA 5.929.795
Debt Instruments and the Related Issuance Premiums Defined by the BRSA (Covered by Temg

Article 4) -
Provisions (Amounts explained in the first paragraph of the article 8 of the Regulation o€ &atz) 2.386.241
Total Deductions from Tier |l Capital 8.316.036

Deductions from Tier Il Capital

Direct and Indirect Investments of the Bank on its own Tier Il Capital ( -
Investments in Equity Instruments Issued by Banks and Findncias t i t ut i ons | nv

Capital and Having Conditions Stated in the Article 8 of the Regulation -
Total of Net Long Positions of the Investments in Equity ltems of Unconsolidated Banks and Fin

Institutions where the Bank Owns 1@86less of the Issued Share Capital Exceeding the 10%

Threshold of above Tier | Capital) ( -
Total of Net Long Positions of the Investments in Equity ltems of Unconsolidated Banks and Fin

Institutions where the Bank Owns 10% or more of the IsSiede Capital Exceeding the 10%

Threshold of above Tier | Capital) ( -
Other items to be defined by the BRSA ( -

Total Deductions from Tier Il Capital

Total Tier |l Capital 8.316.036

Total Equity (Total Tier | and Tier |l Capital) 37.129.376

Total Tier | and Tier Il Capital (Total Equity)

Loans Granted against the Articles 50 and 51 of the Banking {)aw ( -
Net Book Values of Movables and Immovables Exceeding the Limit Defined in the Article 57, CI
1 of the Banking Lavand the Assets Acquired against Overdue Receivables and Held for Sale b
Retained more than Five Year} ( -
Other items to be Defined by the BRSA ( 9.972

38



TURKKYE HALK BANKASI AK
EXPLANATION AND NOTES RELATED TO THE UNCONSOLIDATED FINANCIAL

STATEMENTS FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2019
(Amounts expressed tinousandlurkish Lira (TRY) unless otherwise stated.)

SECTION [IV: INFORMATION RELATED TO FINANCIAL POSITION AND RISK
MANAGEMENT OF THE BANK (continued)

. EXPLANATIONS ON CAPI TAL (continued)

Items to be Deducted from the Sum of Tier | and Tier Il Capital (Capital) During the Transition Period

The Portion of Total of Net Long Positions of the Investments in Equity ltems of Unconsokaties and

Financial Institutions where the Bank Owns 10% or less of the Issued Share Capital Exceeding the 1C

Threshold of above Tier | Capital not deducted from Tier | Capital, Additional Tier | Capital or Tier Il Ci

as per the Temporary Article 2Jause 1 of the Regulatior) ( -
The Portion of Total of Net Long Positions of the Investments in Equity ltems of Unconsolidated Bank:

Financial Institutions where the Bank Owns more than 10% of the Issued Share Capital Exceeding the

Threshold ofabove Tier | Capital not deducted from Additional Tier | Capital or Tier Il Capital as per the

Temporary Article 2, Clause 1 of the Regulatien ( -
The Portion of Net Long Position of the Investments in Equity Items of Unconsolidated Barikaamcial

Institutions where the Bank Owns 10% or more of the Issued Share Capital, of the Net Deferred Tax /

arising from Temporary Differences and of the Mortgage Servicing Rights not deducted from Tier | Ca

per the Temporary Article 2, Claa 2, Paragraph (1) and (2) and Temporary Atrticle 2, Clause 1 of the

Regulation {) -

TOTAL CAPITAL

Total Capital ( Total of Tier | Capital and Tier Il Capital ) 37.119.404

Total Risk Weighted Assets 269.022.27E

CAPITAL ADEQUACY RATIOS

CET1Capital Ratio (%) 10,71

Tier | Capital Ratio (%) 10,71

Capital Adequacy Ratio (%) 13,80

BUFFERS

Bank-specific total CET1 Capital Ratio 1,894
a) Capital Conservation Buffer Ratio (%) 1,875
b) Bankspecific CounteCyclical Capital Buffer Ratio (%) 0,019
c) Systemic significant bank buffer ratio (%) 0,000

Additional CET1 Capital Over Total Risk Weighted Assets Ratio Calculated According to the Atrticl

Capital Conservation ar@ounterCyclical Capital Buffers Regulation 4,71

Amounts Lower Than Excesses as per Deduction Rules
Remaining Total of Net Long Positions of the Investments in Equity Items of Unconsolidated Banks ar

Financial Institutions where the Bank Owns 1684ess of the Issued Share Capital 96.102
Remaining Total of Net Long Positions of the Investments in Tier | Capital of Unconsolidated Banks a

Financial Institutions where the Bank Owns more than 10% or less of the Issued Share Capital 428.967
Remaining Mortgage Servicing Rights -

Net Deferred Tax Assets arising from Temporary Differences 1.480.963

Limits for Provisions Used in Tier Il Capital Calculation

General Loan Provisions for Exposures in Standard Approach (before limit biindeed and twenty five

per ten thousand) 2.386.241
General Loan Provisions for Exposures in Standard Approach Limited by 1.25% of Risk Weighted As: 2.386.241
Total Loan Provision that Exceeds Total Expected Loss Calculated According to Cominumi@alculation

of Credit Risk by Internal Ratings Based Approach -
Total Loan Provision that Exceeds Total Expected Loss Calculated According to Cominumigalculation

of Credit Risk by Internal Ratings Based Approach, Limited by 0,6% Risk Weidistats -
Debt Instruments Covered by Temporary Article 4

(effective between 1.1.2018.1.2022)

Upper Limit for Additional Tier | Capital ltems subject to Temporary Article 4 -
Amount of Additional Tier | Capital Items Subject to TemporaAriicle 4 that Exceeds Upper Limit -
Upper Limit for Additional Tier Il Capital ltems subject to Temporary Article 4 -
Amount of Additional Tier Il Capital ltems Subject to Temporary Atticle 4 that Exceeds Upper Limit -

*Amounts in this columrepresents the amounts of items that are subject to transition provisions

(2) The equity is calculated on the capital adequacy ratio calculation basis having reedgetibleassets
on equity from the sum of core capital and supplementary capiti@hvthe scope of "Regulation on
Equities of Banks" (Regulation). The difference between Total Capital and Equity in the consolidated
balance sheet mainly arises from the general provésidaubordinated debt instrumeimtsTier || Capital
andsubordinated debt instrumentAalditional Tier | Capital On the other hand, in the calculation of the
Total Capital, development costs for operating leases followed underléaagiiets in the balance sheet
and intangible assets. Additionally, somehw# ticcounts determined by the Board are reducted from the
total equity in the calculation of capital.
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SECTION IV:
MANAGEMENT OF THE BANK

(continued)

INFORMATION RELATED TO FINANCIAL POSITION AND RISK

.  EXPLANATIONS ON CAPITAL (continued)

®3)

Informationaboutinstruments to be included in the Equity Calculation

Details on Subordinated Liabilities:

T. Hal k T. Hal k T. Hal k T¢erkiye
Issuer A. k. A. k. A. k. Fonu
Unique identifier (ex CUSIP, ISIN or Bloomberg identifier fg
private placement) TRSTHALE2716 | TRSTHAL62811| TRSTHAL92826 -

BRSA and CMB | BRSA and CMB| BRSA and CMB
Governing Law(s) of the instrument Legislation Legislation Legislation BRSA Legislation

Regulatory treatment

Subject to 10% deduction as of 1/1/2015 No No No No

Eligible at unconsolidated / consolidated

Consolidated
Unconsolidated

Consolidated
Unconsolidated

Consolidated
Unconsolidated

Consolidated
Unconsolidated

Instrument type (types to be specified by each jurisdiction) Bond Bond Bond Loan
Amount recognized in regulatory capital (Currency in mil, a

most recent reporting date) 1.000 1.950 2.980 5.862
Par value of instrument 1.000 1.950 2.980 -
Accounting classification 346.011 346.011 346.011 347.0001
Original date of issuance 20.10.2017 3.07.2018 26.09.2018 24.04.2019
Perpetual or dated Dated Dated Dated Perpetual
Original maturity date 20.10.2017 3.07.2018 26.09.2018 24.04.2019

Issuer call subject to prior supervisory approval

At the end of the
fifth year, the Bani
has arearly
redemption option

At the end of the]
fifth year, the
Bank has an
early redemption
option.

At the end of the
fifth year, the Bank
has an early
redemption option|

At the end of the
fifth year, the BanK
has an early
redemption option

Optional calldate, contingent call dates and redemption am;

Subsequent call dates, if applicable

Coupons /

dividends

Fixed or floating dividend/coupon

Floating Coupon

Fixed Coupon

Fixed Coupon

No Coupon
Payment

Coupon rate and any related index

Government Debt
Security for 5 year:
+350 base points

14,10 %

12,79 %

Existence of a dividend stopper

5 years 25,38%

Fully discretionary, partially discretionary or mandatory

Existence of step up or other incentive to redeem

Noncumulative or cumulative

Convertible or n

on-convertible

If convertible, conversion trigger (s)

If convertible, fully or partially

If convertible, conversion rate

If convertible, mandatory or optional conversion

If convertible, specify instrument type convertible into

If convertible, specify issuer of instrument it converts into

Write -dow

n feature

If write-down, writedown trigger(s)

Decrease in core
capital adequacy
ratio below5,125%

If write-down, full or partial

Fully or partially

If write-down, permanent or temporary

Permanent or
temporary

If temporary writedown, description of writelp mechanism

Position in subordination hierarchy in liquidatipecify
instrument type immediately senior to instrument)

After borrowing,
beforeAdditional
Tier | Capital

After borrowing,
beforeAdditional
Tier | Capital

After borrowing,
beforeAdditional
Tier | Capital

After borrowings
and Additional Tier
Il Capital

The instrument is

The instrument is
in compliance

The instrument is

The instrument is

I'n compliance with articl e]incompliancewithl with article in compliance with| in compliance with
regul ationo article number 8. number 8. article number 8. | article number 7.
The instrument is| The instrument i The instrumentis| The instrument is
not in compliant | notin compliant| notin compliant not in compliant
Details of incompliances w with article with article with article with article
fund regulationo numbered 7. numbered 7. numbered 7. numbered 8.
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SECTION [IV: INFORMATION RELATED TO FINANCIAL POSITION AND RISK
MANAGEMENT OF THE BANK (continued)

Il. EXPLANATIONS ON CURRE NCY RISK

Foreign currency riskadicates the probability of loss that banks are subject to due to the exchange
rate movements in the market. While calculating the share capital requirement, all foreign
currency assets, liabilities and forward transactions of the Bank are taken intecation. Net
short term and long term positions of each currency are caldutaterms of the Turkish Lira.

I n accordance with ARegul ation on Measur ement
the foreign currency position risk of the Groupnee asur ed by HAstandard
calculated daily and is reported monthly. Also VAR based values and limits are reported to the
Executives on a daily basis by using internal model methods. The currency risk has been closely
followed. The Bank makes deative transactions against the currency risk, in case of need.

Announced current foreign exchange buying rateshef Bank as ateporting dateand the
previous five working days in full TRY are as follows:

21.06.201¢ 24.06.201¢ 25.06.201¢ 26.06.201¢ 27.06.201¢ 28.06.201¢

usD 5,780000( 5,780000( 5,750000( 5,740000( 5,740000( 5,720000(
CHF 5,877400( 5,932100( 5,899500( 5,872000( 5,857900( 5,858500(
GBP 7,311100( 7,339700( 7,303600( 7,270300( 7,272600( 7,260900(
JPY 0,053624 0,053734: 0,053710¢ 0,053260" 0,053149¢ 0,053003’
EUR 6,545900( 6,586000( 6,546400( 6,524700( 6,524700( 6,512800(

The simple arithmetic averages of the major current foreign exchange buying rates afkhe Ba
for the thirty days beforeeporting datere as follows

Monthly average
buying rate of exchange

uUsD 5,780588:
CHF 5,844664"
GBP 7,314058t¢
JPY 0,053409:
EUR 6,532747:
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SECTION [IV: INFORMATION RELATED TO FINANCIAL POSITION AND RISK
MANAGEMENT OF THE BANK (continued)

[I.  EXPLANATIONS ON CURRENCY RISK (continued)
Information related to currency risk:

Current Period EUR uUsb OTHER FC TOTAL
Assets

Cash (cash in vault, foreign currency cash, money in tra

cheques purchased, precious metals) and balances witl

CBRT 12.650.89: 11.683.02: 5.860.40¢ 30.194.32:
Banks 1.321.07¢ 947.59; 374.83¢ 2.643.51.
Financial assets at fair value through profit andibss - 22.90: - 22.90z2
Money market placements - - - -
Financial assets at fair value through other comp. incom 2.106.37: 1.204.45: - 3.310.82:
Loan$? 48.161.26:. 41.827.60 886.66¢ 90.875.53i
Subsidiaries, associates and entities under common cor 449.38: - 1.207.82! 1.657.20¢
Financial assets measured at amortised cost 6.434.74. 11.880.71- - 18.315.45!
Derivative financial assets held for rislanagement - - - -
Tangible assets - - 109 109
Intangible assets - - - -
Other assef8 247.32¢ 1.292.36¢ 2.61¢ 1.542.30¢
Total assets 71.371.05 68.858.65 8.332.46¢ 148.562.17
Liabilities
Bank deposits 8.825.66" 4.351.19: 594.28¢ 13.771.14
Foreign currency deposits 59.134.41° 57.094.01! 5.709.34: 121.937.77.
Money market balances 2.308.61¢ 2.638.61¢ - 4.947.23°
Funds provided from other financial institutions 6.639.93! 3.983.68" 543 10.624.16!
Bonds issued - 10.186.72! - 10.186.72!
Sundry creditors 176.08¢ 281.40( 548 458.03¢
Derivative financial liabilities held for risk management - - - -
Other liabilitie$® 6.780.68¢ 616.62¢ 100.90¢ 7.498.21¢
Total liabilities 83.865.41. 79.152.26- 6.405.62! 169.423.30
Net balance sheet position (12.494.358 (10.293.607 1.926.84: (20.861.124
Net off-balance sheet position 11.454.07 9.580.39¢ (1.665.054 19.369.411
Financial derivative asséts 12.956.81: 20.147.28 1.196.38t¢ 34.300.48:
Financial derivative liabiliti€® 1.502.73° 10.566.89: 2.861.44( 14.931.06!
Non-cash loarf® 27.664.19! 21.177.33 2.318.77¢ 51.160.31
Prior period
Total assets 61.549.09¢ 67.929.71 7.965.63! 137.444.44.
Total liabilities 61.266.45. 72.715.17! 5.127.47: 139.109.09:
Net balance sheet position 282.64¢ (4.785.456 2.838.16( (1.664.650
Net off-balance sheet position (310.646 4.242.08¢ (1.863.820 2.067.62.
Financial derivative assets 1.429.16¢ 10.031.92 941.41¢ 12.402.50!
Financial derivative liabilities 1.739.81( 5.789.83¢ 2.805.23¢ 10.334.88
Non-cash loan® 22.836.41! 21.002.59 2.032.87! 45.871.89I

@ Non-cash loans are not included in the-bfflance sheet position items.

@ Includes TRY499.0200f foreign currency indexed loans and their acctuals

® I'n accordance with the principles of the fiRegul atiohdensMeBgui &wm
Rati o on a Consolidated ancaensddfTlRB¥Ms ol hdatsdt 8aesqaiy (RYLMeE)prhotddex pod
liabilities are not taken into consideration in the currency risk measurement.

@ Financial derivative assets include forward precious metal purchase transactions amounte®46.3RYFinancial derivative liabilities
include forward precious metal sale transactions amounted to Z'/R¥5.994 Besides, drivative transactions under forward foreign
currency purchase and sale commitments are included.
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SECTION [IV: INFORMATION RELATED TO FINANCIAL POSITION AND RISK
MANAGEMENT OF THE BANK (continued)

M. EXPLANATIONS ON INTEREST RATE RISK

Interest rate sensitivity of assets, liabilities andbaffance sheet items are measured by the Bank.

The Bankés interest r aneralandspediicintesestcatelrisk tatleaine d u
the standard method including the assets and liabilities and is considered as a part of the general
market risk in the calculation of the capital adequacy standard ratio.

The priority nmafageménedemBranerk i§ o avoid tkeleffects of the interest rate
volatility. Sensitivity analysis performed within this context is calculated by the risk management
department and reportedttee Asset iability Committee.

Simulations on interest incoma&re performed in connection with the forecasted economic
indicators used in the budgeting process of the Bank. The effects of the fluctuations in the market
interest rates on the financial position and on the cash flows are minimized by revising budget
tagets. The Bankodés funding costs of TRY and fc
are determined by the Treaswayd International Bankings per the authority extended by the

Board of Directors

The Bankdoes not allow or limits interest rate smatch and thereforsignificant interest rate
risk exposuress not expected
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SECTION [IV: INFORMATION RELATED TO FINANCIAL POSITION AND RISK

MANAGEMENT OF THE BANK (continued)

[l EXPLANATIONS ON INTEREST RATE RISK (continued)
1. Information related to the interest rate sensitivity of assets, liabilities afdlaiice sheet items

(based on rpricing datek

Uptol 1-3 312 1-5 5 years anc Non-bearing

Current period month months Months years over interest Total
Assets

Cash (cash in vault, foreign currency cas

money in transit, cheques purchased,

precious metals) and balances with the

CBRT 15.550.03t - - - - 18.661.60¢ 34.211.64

Banks and financial institutions 769.47: 202.79¢ 2.00C - - 1.852.74« 2.827.01:

Financial assets at fair value through pro

and loss 816 2.61¢ 45.811 280 22914 17.036.24! 17.108.68!

Money market placements - - - - - - -

Financial assets at fair value through oth

comprehensive income 7.84¢ 1.832.19¢ 3.763.16! 5.124.99¢ 1.402.89¢ 184.55] 12.315.65!

Loang” 81.802.411  39.662.831 79.490.831 57.882.78: 9.760.81! 18.219.67. 286.819.34

Financial assets measured at amortised

cost? 651.00¢ 13.130.32¢ 7.488.92( 17.489.68( 22.164.51: 8.844.87: 69.769.32'

Other asset8 684.66( 1.692 8.07¢ 23.165 687 5.204.12( 5.922.40!
Total assets 99.466.25 54.832.46! 90.798.80-  80.520.91: 33.351.82  70.003.81! 428.974.07.
Liabilities

Bank deposits 11.416.56. 6.308.98! 9.621 - - 10.173.66!  27.908.83:

Other deposits 141.995.077  35.185.53( 15.254.75I 341.64: 2.12¢ 42.892.21. 235.671.33

Money market balances 65.455.65! 859.57¢ - - - 156.00C 66.471.23:

Sundry creditors 2.929.23t - - - - 2.406.70: 5.335.94(

Bonds issued 1.901.23! 1.734.78:  4.898.97t 6.714.08: - 232.32¢  15.481.40:

Funds provided from other financial

institutions® 243.44: 4516.67° 2.924.81: 2.364.66¢ 870.23: 68.03:  10.987.86°

Other liabilitie$?-® 1.000.00¢ - 2.661.86' 14.374.38 10.791.31!  38.289.89! 67.117.45!
Total liabilities 224.941.20 48.605.54° 25.750.031  23.794.77: 11.663.67:  94.218.84. 428.974.07.
Balance sheet long position - 6.226.92. 65.048.77. 56.726.13 21.688.14! - 149.689.98:
Balance sheet short position (125.474.95¢5 - - - - (24.215.027 (149.689.982
Off-balance sheet long position 572.00( 1.487.20( 5.344.99¢ 321.41( 3.479.19( 37.103.02! 48.307.82-
Off-balance sheet short position - (286.000 (5.344.999 (1.425.780 (3.479.190 (37.724.668 (48.260.637
Total position (124.902.95E 7.428.12. 65.048.77.  55.621.76 21.688.14! (24.836.670 47.181

D TRY 178.5520f defared taxliability is disclosed under theon-bearinginterestcolumn in othefiabilities.

@ Shareholdersd equity b abeaingoterestcomimndr other liabiltiesdineunder the non

®  Funds provided from other financial institutions include borrowings.
4)
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TURKKYE HALK BANKASI AK
EXPLANATION AND NOTES RELATED TO THE UNCONSOLIDATED FINANCIAL

STATEMENTS FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2019
(Amounts expressed tinousandlurkish Lira (TRY) unless otherwise stated.)

SECTION [IV: INFORMATION RELATED TO FINANCIAL POSITION AND RISK
MANAGEMENT OF THE BANK (continued)

II. EXPLANATIONS ON INTEREST RATE RISK (continued)

1. Information related to thmterest rate sensitivity of assets, liabilities andbaffance sheet items
based on rpricing dates (continued)

Uptol 1-3 3-12 5 years anc Non-bearing

Prior period month months months  1-5 years over interest® Total
Assets

Cash(cash in vault, foreign currency cash

money in transit, cheques purchased,

precious metals) and balances with the

CBRT 16.093.52: - - - - 18.863.52!  34.957.05!

Banks and financial institutions 3.497.15¢ - 4.00C - - 1.639.58! 5.140.74:

Financial assetat fair value through profit

and loss 50.56¢ - 50.092 185 21.47¢  14.374.38(  14.496.69'

Money market placements - - - - - - -

Financial assets availabler-sale - 653.96¢ 1.019.80t 1.892.01( 280.07( 141.34( 3.987.19:

Loang? 37.534.96/ 33.990.65! 98.206.96. 61.221.79 14.092.70!  14.027.14. 259.074.22

Held-to-maturity investment§ 301.63¢ 10.740.141 7.619.02¢ 10.233.03( 19.720.62! 7.458.58! 56.073.05:

Other assetd 830.86: 2.84C 7.76C 26.791 1.32¢ 3.823.50¢ 4.693.09(
Total assets 58.308.701 45.387.60¢ 106.907.64 73.373.81. 34.116.21 60.328.07. 378.422.05:
Liabilities

Bank deposits 8.615.09¢ 1.529.11: 10.00(¢ - - 20.787.231  30.941.44:

Other deposits 119.237.541 47.476.46' 17.240.99: 388.921 1.752 33.568.14. 217.913.81.

Money market balances 37.129.67! 842.27: - - - 190.11¢  38.162.06:

Sundry creditors 2.390.54: - - - - 2.189.24( 4.579.78:

Bonds issued 673.66% 1.338.03! 2.634.85! 10.208.71: - 192.717  15.047.97:

Funds provided from other financial

institutions® 254.331 5.159.77¢ 2.934.34¢ 2.425.90: 1.043.01¢ 98.65¢ 11.916.02

Other liabilitiesP® 1.150.25( 7 26.88¢ 14.529.69! 6.870.18! 37.283.92.  59.860.95:
Total liabilities 169.451.09. 56.345.66: 22.847.08. 27.553.23: 7.914.95! 94.310.02! 378.422.05:
Balance sheet long position - - 84.060.56! 45.820.57 26.201.25! - 156.082.39
Balance sheet short position (111.142.38¢€ (10.958.055 - - - (33.981.953 (156.082.397
Off-balance sheet long position 1.032.86: 1.415.00( 4.506.34: 1.139.32: 3.208.89° 13.021.621  24.324.041
Off-balance sheet short position (646.460 (1.054.000 (4.084.721 (1.983.234 (3.208.897 (12.906.156 (23.883.468
Total position (110.755.98€ (10.597.055 84.482.18! 44.976.66 26.201.25! (33.866.489 440.57¢

D TRY 452.76%f deferred tax liability is disclosed under the Amraring interest column in othiabilities.

@ Shareholdersd equity b abeaingnerest @lunthinotber l@aslited ineEnder t he non
®  Funds provided from other financial institutions include borrowings.

4 Accrualsand provisions are disclosed under the-hearing interest column in other assets.
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SECTION [IV: INFORMATION RELATED TO FINANCIAL POSITION AND RISK
MANAGEMENT OF THE BANK (continued)

II. EXPLANATIONS ON INTEREST RATE RISK (continued)

2. Average interest rates applied to financial instruments

Current period EUR UsD JPY TRY

Assets
Cash (casln vault, foreign currency cash, money in transit, chequ
purchased) and balances with the CBRT - 2,00 - 13,00
Due from other banks and financial institutiBhs 0,18 2,64 - 21,30
Financial assets at fair value through profit and loss - 6,56 - 14,66
Money market placements - - - -
Financial assets at fair value through other comprehensive incom: 3,04 6,18 - 19,54
Loan$? 5,19 7,39 - 16,90
Financial assets measured at amortised cost 4,95 6,59 - 18,16

Liabilities
Bank deposits 1,39 3,69 - 21,16
Other deposit¥ 1,25 2,95 0,25 17,67
Money market borrowings 2,23 4,50 - 23,93
Sundry creditor@ - - - 4,75
Bonds issued - 4,38 - 18,32
Funds provided from other financial institutions 1,02 3,60 - 15,98

@ nterest rates amalculated using weighted average method for placements as of the balance sheet date

@ |nterest rates for loans given as of the balance sheet date are calculated by using client based weighted average interests.
® Declared maximum deposits interest rate with a maturitwelve months as 080 June 2019

@ Customer based calculated interest rates are applied to TRY and FC depos3 &snef 2019

® Average interest rates for reserve requirements ot émgral Bank.

Prior Period EUR USsD JPY TRY
Assets
Cash (cash in vault, foreign currency cash, money in transit,
cheques purchased) and balances with the CBRT - 2,00 - 13,00
Due from other banks and financial institutihs 0,19 2,22 - 19,58
Financial assets at fair value through profit and loss - 6,62 - 18,62
Money market placements - - - -
Financial assets at fair value through other comprehensive inct 4,05 5,83 - 24,36
Loang? 5,15 7,22 1,54 16,25
Financial assets measurechatortised cost - 5,61 - 21,94
Liabilities
Bank deposits 2,98 5,30 - 24,33
Other deposit¥ 2,50 4,54 0,25 18,82
Money market borrowings - 4,55 - 23,35
Sundry creditor® - - - 4,75
Bonds issued - 4,46 - 16,46
Funds provided from othdinancial institutions 0,85 2,80 1,40 12,07

@ Interest rates are calculated using weighted average method for plasaseitihe balance sheet date

@ Interest ratefor loans given as dhebalance sheet dasee calculatethy usingclient basedveighted averagiterests
®  Declared maximundepositdnterest rate with a maturity ¢fvelve months as 081 December 2018

@ Customer based calculated interest rates are afpliERY and FC deposits as of Becember 2018

®  Average interestates for eserverequiremers of the Central Bank.
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SECTION [IV: INFORMATION RELATED TO FINANCIAL POSITION AND RISK
MANAGEMENT OF THE BANK (continued)

V. EXPLANATIONS ON POSITION RISK OF SHARES

Information on the carrying value, fair valuearket value and capital requirement amounts of
equity investments resulting from banking accounts:

Comparison

Carrying Fair Value Capital
Equities Value Change  Market Value Requirements
Investment in ShareGrade A 507.620 507.620 507.620 40.610
Quoted Securitie® 507.620 507.620 507.620 40.610
Investment in ShareGrade B - - - -
Quoted Securities - - - -
Investment in ShareSrade C - - - -
Quoted Securities - - - -
Investment in Share§rade D? 492.895 492.895 - 39.432
Other 4.119.819 4.100.501 - 394.257
OThe Bankos subsidiary Halk Gayrimenkul Yatéréem Ortakleje Ak
the shares are traded on the Borsa |Istanbul Ak.
@l'n accordance with the Capital Mar kets Boarddés ACommuni qu®
I, No. 40; the shares of Halk Sigorta Ak are traded on the B
SigotaA was determined by the valuation report prepared by an |

Realized gains/losses, revaluation surpluses and unrealized gains/losses on equity securities and
results included in core and supplementary capitals:

Revaluatedappreciation in

the fair value Unrealized gains and losses
Realized
gains
(losses) in Included
the Included To To total Included to
current Supplementary Core Supplementary
Portfolio period Total Capital Total Capital Capital
1. Private equitynvestments - - - - - -
2. Share certificates quoted ¢
a stock exchande® - 185.032 185.032 - - -
3. Other share certificates - 1.482.447 1.482.447 - - -
Total - 1.667.479 1.667.479 - - -
®l'n accordance with the Capital Mar kets Boardodés ACommuni qu® o

No. 40; the shares of Halk Sigorta Ak are traded omttaheAkBor sa
was determined by the valuation report prepared by an independent valuation company.

@The Bankso6 subsidiary Halk Gayrimenkul Yatéréem Ortakleje Ak
shares are traded on the Bordagsn b u |l Ak .
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SECTION [IV: INFORMATION RELATED TO FINANCIAL POSITION AND RISK
MANAGEMENT OF THE BANK (continued)

V.

EXPLANATIONS ON LIQUIDITY RISK AND LIQUIDITY COVERAGE RATIO

The liquidity risk occurs when there is insufficient cash or cash inflows to mesasheutflows

fully and timely. Liquidity risk may also occur when the market penetration is not adequate, when
the open position cannot be closed immediately at the suitable prices in sufficient amounts due to
barriers and breaups in the markets.

The lIquidity risks of the Bank are managed within the framework of risk and transaction limits
approved by the Board of Directors, and the written duties and responsibilities of the units related
to liquidity risk management is established. Within this scbpéts are determined in terms of

TL and FC for the purposes of following gap values for certain maturity tranches for liquidity
analysis. On the other hand, for Treasury transactions; there are upper limits on TL and FX terms
in all maturities in the ovethe-counter market, upper limits on repo and reverse repo transactions
that can be realized in TL and FC terms with maximum FX position limits on all maturities in the
interbank market, and maximum limits on foreign currency position, forward and swap
transactions.

Liquidity risk analyzes (gap analysis, core deposit reports, etc.) are conducted on a daily basis
and shared with the Bank's top management and related departments. In addition, results of
liquidity analysis are evaluated at the Asset hiadbility Committee (ALCO) meetings. On the

ot her hand, metrics within the scope of ALiI gl
the Board of Directors and early warning indicators related to these metrics are monitored on a
daily basis. Written aixins, if required, to be taken as part of this plan are determined.

The extension of the maturity structure of term deposits which reflects the primary funding source
for the Bank, the development of new products encouraging savings and the proteatian of ¢
deposit levels have been implemented as a strategic objective. Limits have been determined for
issuing bonds based on Turkish Lira to provide long term funding resource for the purposes of
extending maturity structure of liabilities besides deposits.

For the purposes of utilizing advantage of the new borrowing facilities in line with the needs of
the Bank, alternative funding resources are evaluated in parallel with the close monitoring of
price/cost movements in international capital markets and witlienient conditions.

The reduction of liquidity risk is provided by effective collateral management structure. Upper
borrowing limits are determined under certain criteria and balance sheet size related with the
domestic organized markets (CBRT, BIST ahrdKASBANK) by the relevant authorities.
Existing |limits available to use are continu
instant liquidity needs under the condition that depositing and/or withdrawing additional
collateral

Effects of the macro size balance sheet changes or important changes of the market data on the

Bankds | iquidity, prudenti al l'iquidity ratio
Stresdests specific to the Bank or the market are applied and the respective effects are quantified
on the prudential and internal changes on | ic
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SECTION [IV: INFORMATION RELATED TO FINANCIAL POSITION AND RISK
MANAGEMENT OF THE BANK (continued)

V. EXPLANATIONS ON LIQUIDITY RISK AND LIQUIDITY COVERAGE RATIO
(continued)

According to ARegul ation for Banks®6 Liquidit
Liquidity Coverage Ratio (LCR), tHereign currency and tdtiquidity coverage ratios ofdnks

are required to have high quality liquid assets sufficient to meet the net cash outflows. These ratios
are calculated on the basis of TL+FC and FC by using high quality liquid assets dividet by

cash outflows to be realized within 30 days. Within the scope of the aforementioned Regulation,

the legal minimum limits of Liquidity Coverage Ratios are cl@d on a consolidated and
unconsolidatedbasis for TL + FC and FC; TL + FC is applied a®%0and FC is applied as 80%,

asof 2019.

High quality liquid assets are composgds2,22% accounts held by the Central Bank and the
Central Banks of the foreighranches42,91% securities considerad high quality liquid assets
and 4,86% cash and castjuivalents.

The nmain funding source composition is composed of 66,37% deposits, 16,74% money market
borrowings, 6,94% securities issued andadinated debt instruments, 8% funds borrowed,
and the rest consists of other sources.

As in the previous period, derivative transactions did not cause a net cash outflow that would
negatively affect the liquidity position. The estimated cash outflows from derivative financial
instruments and other liabilities calculated on the basis afttheges in fair value in the last 24
months on a consolidated basis, are TRY 730.310 thousand.

The Bank does not have any operational or legal restrictions on liquidity transfer to subsidiaries
or foreign branches. Each of the consolidated subsidiaréagmge their own liquidity risk and
liquidity adequacy is ensured on a consolidated basis.

Liguidity ratios and its daily changes are calculated and monitored under "Liquidity Coverage
Ratio" and "Liquidity Emergency Action Plan" within the scope offhe gu !l at i on on i
Liguidity Coverage Ratio Calculation" and reported to the Audit Committee and the- Asset
Liability Committee regularly.

Throughout the current period, Bankds Liquidi
the weeks of theselues are monitored are given in the table below:

Liguidity Minimum-Maximum

Liquidity Coverage FC TRY+FC
Ratio Related Week (%) Related Week (%)

24.06.2019 24.06.2019

Maximum 300,24 107,06
30.06.2019 30.06.2019
03.06.2019 03.06.2019

Minimum 173,93 90,81
09.06.2019 09.06.2019
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SECTION IV:

INFORMATION RELATED TO FINANCIAL POSITION AND RISK
MANAGEMENT OF THE BANK (continued)

V. EXPLANATIONS ON LIQUIDITY RISK AND LIQUIDITY COVERAGE R ATIO

(continued)

Total HQLA Stock

Total Net Cash Outflows

Liguidity Coverage Ratio (%)

Total Unweighted Value Total Weighted Value
(averagef™ (average)¥
Current Period TRY+FC FC TRY+FC FC
High Quality Liquid Assets
High Quality Liquid Assets _ 59.672.839 38.169.251
Cash Outflows
Retail and Small Business Customers, of which; 132.078.627 61.412.793 11.895.674 6.141.279
Stable Deposits 26.243.769 - 1.312.188 -
Less Stable Deposits 105.834.854 61.412.793 10.583.486 6.141.279
Unsecured wholesale funding , of which; 119.935.304 69.648.932 54.309.390  32.046.633
Operational Deposits 30.418.601 10.760.519 7.604.650 2.690.130
Non-operational Deposits 83.382.948 55.688.307 41.278.573 26.221.87Q
Other Unsecured Funding 6.133.755 3.200.106 5.426.167| 3.134.633
Secured Funding - -
Other cash outflows, of which; 9.143.870 6.419.217| 4.679.802 3.957.783
Derivatives cash outflow and liquidity needs related to marke
valuation changes on derivatives or other transactions 935.427 1.915.735 935.427 1.915.735
Obligations related to structured financial products - - - -
Commitments related to debtsftoancial markets and other of
balance sheet obligations 8.208.443 4.503.482 3.744.375 2.042.048
Other revocable ofbalance sheet commitments and contractual
obligations - - - -
Other irrevocable or conditionally revocable-btflance sheet
obligations 106.221.626 47.804.409 8.422.723 3.877.779
Total Cash Outflows 79.307.589 46.023.474
Cash Inflows
Secured Lending - - - -
Unsecured Lending 29.129.079 10.872.943 18.824.387, 8.191.180
Other Cash Inflows 350.424 20.738.564 350.424| 20.738.564
Total Cash Inflows 29.479.503 31.611.507 19.174.811 28.929.744
Total Adjusted Value

59.672.839 38.169.25]
60.132.778§ 17.093.73(¢
99,37% 233,43%

@ Calculated by shple arithmetic average, daitpnsolidated average calculated for the last three mohths tiquidity coverage ratio.




TURKKYE HALK BANKASI AK
EXPLANATION AND NOTES RELATED TO THE UNCONSOLIDATED FINANCIAL

STATEMENTS FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2019
(Amounts expressed tinousandlurkish Lira (TRY) unless otherwise stated.)

SECTION [IV: INFORMATION RELATED TO FINANCIAL POSITION AND RISK
MANAGEMENT OF THE BANK (continued)

V. EXPLANATIONS ON LIQU IDITY RISK AND LIQUI DITY COVERAGE RATIO
(continued)

Total Unweighted Value Total Weighted Value
(average)” (average)¥
Prior Period TRY+FC FC TRY +FC FC

High Quality Liquid Assets

High Quality Liquid Assets __I 53.548.927 26.490.737

Cash Outflows

Retail and Small Business Customers, of which; 117.269.443 44.798.169 10.455.442 4.479.817|
Stable Deposits 25.430.055 - 1.271.503 -
Less Stable Deposits 91.839.388 44.798.169 9.183.939 4.479.817|

Unsecuredvholesale funding , of which; 103.093.631 45.323.571 42.320.022 19.834.657
Operational Deposits 35.321.677 10.662.62¢ 8.830.419 2.665.657|
Non-operational Deposits 62.172.418 31.656.223 28.650.071 14.640.113
Other Unsecured Funding 5.599.536| 3.004.720 4.839.532 2.528.887|

Secured Funding - -

Other cash outflows, of which; 7.984.120 4.929.059 3.826.946 2.655.849
Derivatives cash outflow and liquidity needs related to marke
valuation changes on derivatives or other transactions 347.969 778.628 347.969 778.628

Obligations related to structured financial products - - - -
Commitments related to debts to financial markets and other o
balance sheet obligations 7.636.151] 4.150.431 3.478.977| 1.877.221
Other revocable ofbalance shee&tommitments and contractual
obligations - - - -
Other irrevocable or conditionally revocable-bfflance sheet
obligations 99.664.172 42.704.070 7.991.349 3.477.943

Total Cash Outflows 64.593.759 30.448.264

Cash Inflows

Secured Lending - - - -

Unsecured Lending 25.940.951] 11.734.05( 18.347.893 9.836.691
Other Cash Inflows 188.791 2.008.440 188.791 2.008.440
Total Cash Inflows 26.129.742 13.742.490 18.536.684 11.845.131

Total Adjusted Value
53.548.927 26.490.737
46.057.075 18.603.135

Liquidity Coverage Ratio (%) 116,32% 143,36%
@ cCalculated by simple arithmetic average, daily consolidated average calculated for the last three months of the ligradieyratio.

Total HQLA Stock
Total Net Cash Outflows




TURKKYE HALK BANKASI AK
EXPLANATION AND NOTES RELATED TO THE UNCONSOLIDATED FINANCIAL

STATEMENTS FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2019
(Amounts expressed tinousandlurkish Lira (TRY) unless otherwise stated.)

SECTION [IV: INFORMATION RELATED TO FINANCIAL POSITION AND RISK
MANAGEMENT OF THE BANK (continued)

V. EXPLANATIONS ON THE LIQUIDITY RISK AND THE LIQUIDITY COVERAGE
RATIO (continued)

1. Presentation of assets and liabilities according to their remaining maturities

The Bank followaup and measures the consistency of payments comparing its assets and liabilities
with the interest rates on a daily and transactional basis

Uptol 1-3 312 1-5 5 years anc
Current period Demand month months Months years over  Undistributed Total
Assets
Cash (cash in TRY, foreign currency ca:
money in transit, cheques purchased,
precious metals) and balances with the
CBRT 3.284.03¢  30.925.98I - 1.62¢ - - - 34.211.64
Banks 2.019.72: 797.25( - 10.04( - - - 2.827.01:
Financial assets &ir value through profit
and loss - 816 2.664.48: 14.420.19. 280 22.91¢ - 17.108.68!
Money market placements - - - - - - - -
Financial assets at fair value through ott
comprehensive income - 6.74% 1 3.693.13. 6.979.14¢ 1.452.08( 184.551 12.315.65!
Loans 13.902.55. 20.344.56! 16.001.71¢ 79.584.321 125.583.63  31.402.54 - 286.819.34.
Financial assets measured at amortised - 372.85! - 4.544.35. 33.942.42. 30.909.70: - 69.769.32
Other asset® 2.70z 431.45¢ 568.27: 762.59¢ 78.00¢ 108.22: 3.971.14. 5.922.40:
Total assets 19.209.01.  52.879.67. 19.234.47! 103.016.26 166.583.49  63.895.46. 4.155.69: 428.974.07.
Liabilities
Bank deposits 10.096.47. 11.480.00. 6.321.34: 11.01¢ - - - 27.908.83
Otherdeposits 41.119.19! 142.908.57 35.395.14. 15.898.40. 347.89¢ 2.12¢ - 235.671.33
Funds provided from other financial
institutions® 38 205.45¢ 589.841 2.612.85{ 4.833.46( 2.746.21¢ - 10.987.86
Money market balances - 63.298.03. 293.15:  2.308.04t - 572.00( - 66.471.23.
Bonds issued - 981.63t 1.431.77( 6.353.91: 6.714.08. - - 15.481.40:
Sundry creditors 17.50¢ 2.248.12¢ 289.73¢ 613.31¢ 1.853.85: 55.97¢ 257.41¢ 5.335.94(
Other liabilities™ 108 3.503.87( 2.904.30! 14.865.96. 7.815.25¢ 7.349.05¢ 30.678.901 67.117.45!
Total liabilities 51.233.32. 224.625.69 47.225.29. 42.663.51! 21.564.55. 10.725.37 30.936.311428.974.07.
Liquidity gap (32.024.307 (171.746.02€ (27.990.818 60.352.74i 145.018.94  53.170.08'  (26.780.624 -
Net off-balance sheet position - (267.980 (56.523  (297.140 668.83( - - 47.181
Derivative financial assets - 24.42842; 6.671.82¢ 7.833.17' 2.416.01¢ 6.958.37¢ - 48.307.82
Derivative financial liabilities - (24.696.402 (6.728.352 (8.130.315 (1.747.189 (6.958.379 - (48.260.637
Non-cash loans 2.762.13( 4.721.25! 7.794.76° 32.277.06. 16.356.52: 26.869.95! - 90.781.69!
Prior Period
Total Assets 15.681.49  47.990.67! 16.040.75' 96.169.98. 137.872.89 61.765.83. 2.900.42¢ 378.422.05!
Total Liabilities 52.716.981 172.040.88 53.115.44. 38.500.19' 19.338.16( 11.503.48- 31.206.89: 378.422.05!
Liquidity Gap (37.035.489 (124.050.21E (37.074.689 57.669.78. 118.534.72  50.262.34!  (28.306.465 -
Net off-balancesheet position - 44.22C  (121.257 (8.676 526.29] - - 440.57¢
Derivative financial assets - 8.365.00f 1.275.14. 4.617.25  3.648.84( 6.417.79: - 24.324.041
Derivative financial liabilities - (8.320.785 (1.396.399 (4.625.933 (3.122.557 (6.417.794 - (23.883.468
Non-cash loans 2.567.37- 3.295.07. 5.997.29° 29.566.34. 16.377.301 25.236.43. - 83.039.82!
O Shareholdersd equity is disclosed in other liabilities Iline under t

@ Other asset items which are not expected todmeerted into cash in short term but required for continuity of banking operations like tangible and intangible

assets, office supply inventory, associatessrsidiaries, prepaid expenses disclosed in other assets under the undistributed column.
®  Funds provided from other financial institutions include borrowings
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SECTION [IV: INFORMATION RELATED TO FINANCIAL POSITION AND RISK
MANAGEMENT OF THE BANK (continued)

VI. EXPLANATIONS ON LEVE RAGE RATIO

Leverage raticalculatedaccording to thearticle "Regulation Regarding the Measuent and
Evaluation of Banks' Leverageelel" published in the Official Gazette No. 28812 dated 5
November 2013s as follows.

Current Period @  Prior Period @

On-Balance Sheet Items
1.0nbalance sheet items (excluding derivatives and SFTs

including collateral) 427.988.146 373.308.958
2.Assets that are deducted from core capital (201.296) (198.802)
3.Total on balance sheet exposures 427.786.85C 373.110.15€

Derivative exposuresand credit derivatives
4.Replacement cost associated with derivative financial instrur

and credit derivatives 1.289.637 1.060.813
5.The potential amount of credit risk with derivative finant
instruments and credit derivatives 527.599 301.456
6.The total amount of risk on derivative financial instruments
credit derivatives 1.817.236 1.362.269

Investment securities or commodity collateral financing

transactions

7.The amount of risk investment securities or commodity colla

financing transactions (Excluding

on balance sheet items) 2.927.545 1.524.846
8.Risk amount of exchange brokerage operations -
9.Total risks related with securities or commodity financ

transactions 2.927.545 1.524.846
Off -Balance Sheet Items

10.Gross notional amount of dffalance sheet items 116.430.936 107.657.161
11.Adjustments for conversion to credit equivalent amounts -
12.The total risk of ofbalance sheet items 116.430.936 107.657.161
Capital and Total Exposures

13.Tier 1Capital 34.735168 28.323.502
14.Total Exposures 548.962.567 483.654.432

Leverage Ratio

15.Leverage Ratio %6,3 %5,86

@ The amounts in the table represémeemonth average
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SECTION [IV: INFORMATION RELATED TO FINANCIAL POSITION AND RISK
MANAGEMENT OF THE BANK (continued)

VII.

EXPLANATIONS ON BUSINESS SEGMENTATION

The Bankds operations are grouped bamkinand t he

treasury/investment bankirggategories. Branches are grouped considering the information above

and are scaled according to the classification shown in the table below, with the classification

reflected to the head office and branches

The Bank is rendering services to a wide rangsoaipanies in all sectors, especially to Small and

Medium Size Enterprises (SMEas well as individual consungin this context, the Bank has no

restrictions on the area in which it operates.

The Bank categorizes its real and legal entities that itersrgkrvices into three groups as; firms,

individual customers and other customers.

Firms are composed of traders and sygadlle retailers having real and legal entity status. Within

the Bankbés application, firms alrfiens, snéeegpnsieqn t e d

business firms, small size enterprises and seatalle retailers

Individual customers are repkrsonswithout having any commercial or professional purposes

ot her than their individual demands in the Be

Other cusbmers are referred to as associations, organizations, trade unions, foundations, societies,

building managements, paregetcher associations and similar institutions that are not included in

the aforementioned classification

The following are the serves provided by the Bank to all of its customers:

1  Accepting deposits,

9 Issuance of cash, noncash loans,

1 All kinds of reimbursements and cash receipt operations, including cash and deposit

reimbursements, fund transfers, correspondent banking transactionseuad checking

accounts,

Purchasing cheques and bank bills,

Performing custody services,

Issuing payment instruments such as; credit cards, cash cards and travel cheques, and

performing related transactions,

1 Including spot transactions, foreign exchangensactions, trading of money market
securities, bullion trading and/or performing the related custody services,

1 Trading of forward transaction agreements, option agreements and financial instruments with

more than one derivative instrument and perforntiiregrelated intermediary services based

on the economic and financial indicators, capital markets instruments, commodities, precious

metals and exchange rates,

Assuming guarantee transactions such as; warranties and other liabilities in favor of others,

Having intermediary transactions on Interbank mameyket transactions

Rendering insurance agency transactions and individual pension services,

Acting as a market maker in trade operations in accordance with liabilities assumed within

the context of the agreemeatganisedby the Ministry of Treasury and Financand/or

Central Bank and associations,

Trading capital market instruments and perfoigmigpurchase and reverse repo transactions,

Acting as an intermediary in the sale process of capital market instruments by means of

issuing instruments or through a public offering,

1 Trading the capital market instrumemtshe secondary markgdr the pupose of performing
intermediary services,

1 Acting as an operator in order to provide risk management systems related to technical

support and consulting services,

Providing technical support and consulting

Acting as acustalian in order tokeepc | i ent 6s assets rel ated

management gortfolio management companies,

1 Acting as a portfolio management agency.

=A =4 =9

= = —a -9

E

=a =
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SECTION [IV: INFORMATION RELATED TO FINANCIAL POSITION AND RISK
MANAGEMENT OF THE BANK (continued)

VIl.  EXPLANATIONS ON BUSINESS SEGMENTATION (continued)

Under the Treasury transactions, medium and -tenm fund provision is performed through
securities exchange, money market operations, spot and time TRY and foreign exchange transactions,
derivative irstruments (such as; forwards, swaps, futures and options), syndication and securitization,
etc.

Details of t
Statements o
the table below

he segment information prepared in
f Banks and ThasofBlelline2018ale preseptedénn t at i |

Current Period Corporate/ SME/ Treasury/
(1 Januaryi 30 June 2019) Commercial  Integrated  Investment Total
OPERATING INCOME / EXPENSES
Interest income 5.973.107 12.016.236 4.902.408 22.891.751
Interest on loans 5.971.273 11.765.08S 1.531 17.737.893
Interest income on marketable securit - 237.208 4.570.381 4.807.589
Interest received from banks - - 234.233 234.233
Other interest income 1.834 13.939 96.263 112.036
Interest expense 4.075.623 7.805.993 7.014.535 18.896.151
Interest on deposits 4.056.729 7.558.721 784.675 12.400.125
Interest on borrowings 11.028 34.188 104.361 149.577
Intereston money market borrowings - 114.503 4.891.309 5.005.812
Intereston marketablédondsissued - - 1.152.888 1.152.888
Other interest expense 7.866 98.581 81.302 187.749
Net interest income / (loss) 1.897.484 4.210.243 (2.112.127) 3.995.600
Net fees and commissions income 553.341 621.815 161.247 1.336.403
Net trading profit / (loss) 13.610 368.522 (2.227.857) (1.845.725)
Dividend income - - 421.328 421.328
Other income 808.738 342.491 720.503 1.871.732
Expected credit loss 1.242.903 836.636 403.231 2.482.770
Other expenses 74.392 1.227.403 1.610.682 2.912.477
Income before taxes 1.955.878 3.479.032 (5.050.819) 384.091
Income tax provision - - 231.346 231.346
Net profit for the period 1.955.878 3.479.032 (4.819.473) 615.437
SEGMENT ASSETS
(30 June 2019)
Marketable securitié8 - 8.436.822 90.745.788 99.182.610C
Derivative financial assets - 201.613 1.030.166 1.231.779
Banks and money market receivables - 1.246 2.825.765 2.827.011
Associates and subsidiaries (net) - - 5.101.016 5.101.016
Loang? 106.751.77¢€ 167.832.207 2.475.483  277.059.46¢
Other assets 2.845.291 3.027.622 37.699.274 43.572.187
TOTAL ASSETS 109.597.07C 179.499.51C 139.877.492  428.974.07Z

SEGMENT LIABILITIES
(30 June 2019)

Deposits 89.163.598 154.313.09C 20.103.485 263.580.17¢<
Derivative financial liabilities - 145.125 442,572 587.697
Money market balances - 4.947.237 61.523.995 66.471.232
Borrowing funding loans 799.353 888.617 9.299.897 10.987.867
Bonds issued - - 15.481.401 15.481.401
Other liabilities 1.449.828 8.096.694 30.483.222 40.029.744
Provisions and tagayable 196.403 343.646 1.721.336 2.261.385
Sharehol dersdé equi 1.190.701 2.971.267 25.412.605 29.574.573
TOTAL LIABILITIES 92.799.883 171.705.67€ 164.468.513 428.974.072
OFF-BALANCE SHEET ITEMS

(30 June 2019) 50.770.148 47.424.048 114.550.732 212.744.92¢
Guarantees and sureties 50.156.49C 25.373.262 15.251.947 90.781.699
Commitments 613.658 8.770.427 16.010.683 25.394.768
Derivative financial instruments - 13.280.359 83.288.102 96.568.461

@ TFRS 9 Expected 1@dit Loss provisions ipresented in related lines

55



TURKKYE HALK BANKASI AK
EXPLANATION AND NOTES RELATED TO THE UNCONSOLIDATED FINANCIAL

STATEMENTS FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2019
(Amounts expressed tinousandlurkish Lira (TRY) unless otherwise stated.)

SECTION [IV: INFORMATION RELATED TO FINANCIAL POSITION AND RISK
MANAGEMENT OF THE BANK (continued)

VIl.  EXPLANATIONS ON BUSINESS SEGMENTATION (continued)

Prior Period Corporate/ SME/ Treasury/
(1 January-30 June 2018) Commercial Integrated  Investment Total
OPERATING INCOME / EXPENSES
Interest income 3.710.257 8.636.525 2.458.804 14.805.586
Interest on loans 3.709.455 8.448.903 78.115 12.236.473
Interest income on marketable securitie - 176.593 2.091.053 2.267.646
Interest received from banks - 6 195.325 195.331
Other interest income 802 11.023 94.311 106.136
Interest expense 1.513.249 5.914.761 3.253.130 10.681.14C
Interest on deposits 1.497.511 5.766.646 696.206 7.960.363
Interest on borrowings 3828 16.452 196.195 216.475
Intereston money market borrowings - 70.279 1.787.787 1.858.066
Interest on marketable bonds issued - - 532.915 532.915
Other interest expense 11.910 61.384 40.027 113.321
Net interest income 2.197.008 2.721.764 (794.326) 4.124.446
Net fees and commissions income 281.878 460.772 164.570 907.220
Net trading profit / (loss) 6.349 493.652  (440.171) 59.830
Dividend income - - 374.321 374.321
Other income 123.354 191.438 59.448 374.240
Expected loss provisions 140.599 452.376 318.932 911.907
Other expenses 57.839 1.033.448 1.555.089 2.646.376
Income before taxes 2.410.151 2.381.802 (2.510.179) 2.281.774
Income tax provision - - (379.070) (379.070)
Net profit for the period 2.410.151 2.381.802 (2.889.249) 1.902.704
SEGMENT ASSETS
(31 December 2018)
Marketable securitié8 - 8.756.221 65.792.636 74.548.857
Derivative financial assets held for trading - 102.003 959.477 1.061.480
Banks and money market receivables - 2.088 5.138.655 5.140.743
Associates and subsidiaries (net) - - 4.770.799  4.770.799
Loang! 95.618.369 152.062.31€ 2.943.026 250.623.71%
Other assets 746.613 2.793.595 38.736.255 42.276.463
TOTAL ASSETS 96.364.982 163.716.225 118.340.84€ 378.422.05%

SEGMENT LIABILITIES
(31 December 2018)

Deposits 84.389.782 141.103.73c 23.361.739 248.855.254
Derivative financial liabilities - 53.332 357.106 410.438
Money market balances - 5.402.273 32.759.788 38.162.061
Borrowing funding loans 393.832 1.114.372 10.407.823 11.916.027
Bonds issued - - 15.047.978 15.047.978
Other liabilities 1.184.135 7.070.252 23.778.483 32.032.870
Provisions and tax payable 246.071 288.821 2.441.800 2.976.692
Sharehol dersd equit 4948569 3.392.443 20.679.723 29.020.735
TOTAL LIABILITIES 91.162.38S 158.425.22¢ 128.834.44C 378.422.05E
OFF-BALANCE SHEET ITEMS

(31 December 2018) 47.586.392 44,934,571 64.842.016 157.344.97¢
Guarantees and sureties 46.602.17C 23.260.633 13.177.022 83.039.825
Commitments 966.222 9.648.799 15.482.619 26.097.640
Derivative financial instruments - 12.025.13¢ 36.182.375 48.207.514

M TFRS 9 Expecte@redit Loss provisions is presented in related lines.
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SECTION [IV: INFORMATION RELATED TO FINANCIAL POSITION AND RISK
MANAGEMENT OF THE BANK (continued)

VIII.

EXPLANATIONS ON RISK MANAGEMENT AND RISK WEIGHTED AMOUNTS

(continued)
Overview of Risk WeightedAmounts:

Risk Weighted Amounts

Minimum Capital
Requirements

Current Period

Prior Period

Current Period

Credit risk (excluding counterparty credit risk)

267.233.325

245.251.114

21.378.664

Standardized approach

267.233.325

245.251.114

21.378.666

Internal ratingbased approach

AW[IN |

Counterparty credit risk

6.195.292

3.597.146|

495.623

(63}

Standardize@pproach for counterparty credit
risk

6.195.292

3.597.146|

495.623

(o2}

Internal model method

Basic risk weight approach to internal models equity
position in the banking account

Investments made in collective investment companies
look-through approach

9

Investments made in collective investment companies
mandatebased approach

10

Investments made in collective investment companies
1250% weighted risk approach

11

Settlement risk

12

Securitizatiorpositions in banking accounts

13

IRB ratingsbased approach

14

IRB Supervisory Formula Approach

15

SA/simplified supervisory formula approach

16

Market risk

5.901.288

2.933.787|

472.103

17

Standardized approach

5.901.288

2.933.787|

472.103

18

Internal model approaches

19

Operational Risk

18.625.782

16.167.810

1.490.063

20

Basic Indicator Approach

18.625.782

16.167.810

1.490.063

21

Standard Approach

22

Advanced measurement approach

23

The amount ofhe discount threshold under the equity
(subject to a 250% risk weight)

1.158.491

1.072.418

92.679

24

Floor adjustment

25

Total (1+4+7+8+9+10+11+12+16+19+23+24)

299.114.17§

269.022.275

23.929.134

* Amounts below the thresholds for deductifmoen capital are excluded from credit risk standard approach of RWA amount.
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SECTION [IV: INFORMATION RELATED TO FINANCIAL POSITION AND RISK
MANAGEMENT OF THE BANK (continued)

VIII.  EXPLANATIONS ON RISK MANAGEMENT AND RISK WEIGHTED AMOUNTS
(continued)

Counterparty Credit Risk (CCR) Approach Analysis:

Alpha used
EEPE(Effective for
Potential Expected  computing
Replacement  Future Positive  regulatory EAD
cost exposure Exposure)” EAD postCRM RWA

Standardised Approach

CCR (forderivatives) 1.231.779 496.915 14 2.306.738 1.874.323
Internal Model Method (for

repo transactions, securities

or commodity lending or

borrowing transactions, long

settlement transactions and

securities financing

transactions) - - - -
SimpleApproach for credit

risk mitigation (for repo

transactions, securities or

commodity lending or

borrowing transactions, long

settlement transactions and

securities financing

transactions) - -
Comprehensive Approach

for credit risk mitigation (for

repo transactions, securities

or commodity lending or

borrowing transactions, long

settlement transactions and

securities financing

transactions) 4.763.740 4.320.969
Value-atRisk (VaR) for repo

transactions, securities or

commodity lending or

borrowing transactions, long

settlement transactions and

securities financing

transactions - 4.320.969
Total 7.070.478 6.195.292
(*) Expected effective positive risk amount

Capital requirement for credit valuation adjustment (CVA):

Risk weight

EAD post-CRM amount
Total portfolios subject to the Advanced CVA capital
obligation - -
(i) VaR component (including the 3*multiplier) - -
(ii) Stressed VaR component (including the
3*multiplier) - -
All portfolios subject to th&tandardised CVA capital
obligation 2.306.738 1.874.323
Total subject to the CVA capital obligation 2.306.738 1.874.323
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SECTION IV:

MANAGEMENT OF THE BANK (continued)

INFORMATION RELATED TO FINANCIAL POSITION AND RISK

VIII.

(continued)

EXPLANATIONS ON RISK MANAGEMENT AND RISK WEIGHTED AMOUNTS

Standardised Approach- Counterparty Risk Per Risk Classification And Risk Weighted Amounts:

Risk weight / Risk Classifications 0%

10%

20%

50%

75%

100%

150%

Other

Total Credit Risk

Claims on sovereigrend Central
Banks

Claims on regional governments
local authorities

Claims on administrative bodies
and other nortommercial
undertakings

Claims on multilateral
development banks

Claims on international
organizations

Claims on banks and intermediar
institutions 92
Claims on corporates

Claims included in theegulatory

retail portfolios

Claims secured by residential

property

Overdue loans

Higher risk categories decided by

the Board

Secured by mortgages

Securitization positions

Shortterm claims and shoeterm
corporate claims on banks and
intermediary institutions

Undertakings for collective

investments in mutual funds

Equity share investments

Other receivables

Other Assets

36.271

552.364

89.803

55

698.517
52

- 2.936.252
- 2.746.192

126.074

55

4.187.225
2.746.244

10.872

Total 36.363

552.364 788.427 10.872 5.682.452

7.070.478

Collaterals for Counterparty Credit Risk

Collateral for other

Collateral for derivative transactions transactions

Received Collaterals Given Collaterals Received

SegregatedNonsegregatd Segregate(Nonsegregated Collaterals Given Collaterals
Cashdomestic currency - 8.264 - 439.49 - - -
Cashforeign currency - 263.69 - 131.82 114.34]107.536 -
Domestic sovereign debts - - - - - - -
Other sovereign debts - - - - - - -
Government agency debts - - - - - - -
Corporate debts - - - - - ; .
Equity securities - - - - - - -
Other collateral - - - - - - -
Total - 271.96 - 571.32 114.34]107.536 -

Counterparty Credit Risk -Credit Derivatives:

None.

Exposures to Central Counterparties (CCP):

None.
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SECTION [IV: INFORMATION RELATED TO FINANCIAL POSITION AND RISK
MANAGEMENT OF THE BANK (continued)

VIII.  EXPLANATIONS ON RISK MANAGEMENT AND RISK WEIGHTED AMOUNTS
(continued)

Credit Quality of Assets

Allowances/amortisation

Gross carrying value as per TAS and impairments® Net values

Defaulted® Non-defaulted
1 Loans 11.523.658 275.295.686 9.759.875 277.059.469
2  Debt Securitied - 82.215.564 58.142 82.157.422
3  Off-balance sheet exposure - 116.176.467 - 116.176.467
4 Total 11.523.658 473.687.717 9.818.017 475.393.358

@ In accordance with The Regulation on procedures and principles for classification of Loans and Prthésamespnts in the table represent receivables defined as
non-performing loans.

@ n accordance with The Regulation on procedures and princigletafsification of Loans and Provisions, the amounts in the table represent provisions.
® As of 30 June 2019TRY 17.036.245f borrowed securities is not included in Financial Assets at Fair Value through profit or loss.

Changes in Stock of Default Lans and Debt Securities

1 Defaulted loans and debt securities at end of the previous reporting period 8.527.848
2 Loans and debt securities defaulted since the last reporting period 3.717.203
3 Receivables back to preforming status (10.448)
4 Amountswritten off -
5 Other changes (710.949
6 Defaulted loans and debt securities at end of the reporting period (1+24+5) 11.523.658

Credit Risk Mitigation Techniques- Overview

Exposures Exposures
Exposures secured by Financial secured by
unsecured: collateral, Exposures guarantees, Exposures credit
carrying Exposures of which secured by of which secured by derivatives, of
amountas  secured by secured financial secured credit which secured
per TAS collateral  amount guarantees amount derivatives amount
1 Loans 134.304.11€ 140.991.57C 90.385.889 22.971.21C 19.374.256 - -
2 DebtInstrumentd  82.157.422 - - - - - -
3 Total 216.461.537 140.991.57C 90.385.889 22.971.21C 19.374.256 - -
4 Of which defaulted  1.456.031 2.765.812 1.782.243 384.201 371.816 - -
*)

As of 30 June 2019, TRY7.036.24%f borrowed securities is not included in Financial Assets at Fair Value through profit or loss.

Standardised Approach Credit Risk Exposure and Credit Risk Mitigation Techniques

Exposures beforeCCF

and Exposures postCCF and RWA and RWA
CRM CRM density
Off-
On-balance Off-balance On-balance balance

sheet sheet sheet sheet RWA
Risk Classification amount amount amount amount RWA density
Claims on sovereigns and Central Banks 103.728.372 427.726 123.385.463 1.482.579 12.145.640 9,73%
Claims on regional governments or local authorities 3.321.368 89.993  3.313.431 39.925 1.676.678 50,00%
Claims on administrative bodies and other4commercial undertakings 379.569 393.923 377.064 166.979 544.043 100,00%
Claims on multilateral development banks - 88.980 2.449 - -
Claims on international organizations - - - - - -
Claims on banks and intermediary institutions 7.481.776 2.371.150 7.481.776 1.725.237 5.797.031 62,96%
Claims on corporates 110.018.917 73.254.977 103.018.583 47.978.837 147.880.484 97,94%
Claims included in the regulatory retail portfolios 91.413.022 30.196.231 74.407.634 6.334.695 60.556.744 75,00%
Claims secured by residential property 39.106.984 2.462.963 39.106.984 1.210.049 14.110.962 35,00%
Claims secured by
commercial property 27.262.763 4.367.937 27.262.763 2.851.878 15.057.321 50,00%
Overdue loans 4.251.216 542.466 3.877.423 222.934 2.940.991 71,73%
Higher risk categories decided by the Board - - - - - -
Secured by mortgages
Shortterm claims and shoeterm corporate claims on banks and intermedian
institutions
Undertakings for collective investments in mutual funds - - - - - -
Other receivables 5.121.801 - 5.121.801 - 5.816.895 113,57%
Equity share investments 18.212.964 943.135 18.212.964 10.806 8.060.319  44,23%
Total 410.298.752 115.050.501 405.654.866 62.026.368 274.587.108 58,71%
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SECTION IV:

INFORMATION RELATED TO FINANCIAL POSITION AND RISK
MANAGEMENT OF THE BANK (continued)

VIII.
(continued)

Standardised Approach Claims By Risk Classification And Risk Weights

EXPLANATIONS ON RISK MANAGEMENT AND RISK WEIGHTED AMOUNTS

Risk Classification/Risk
weight amount 0%

20%

35%* 50% 75% 100%  150%

200%

Total risk
amount
(post-CCF

250% and CRM)

Claims on sovereigns and
Central Banks

Claims on regional government
or local authorities

Claims on administrative bodie:
and othenoncommercial
undertakings

Claims on multilateral
development banks

Claims on international
organizations

Claims on banks and
intermediary institutions
Claims on corporates

Claims included in the
regulatory retail portfolios
Claims secured bsesidential
property

Claims secured by
commercial property

Overdue loans

Higher risk categories decided
by the Board

Secured by mortgages
Shortterm claims and short
term corporate claims on banks
and intermediary institutions
Undertakings for collective
investments in mutual funds
Equity share investments
Other receivables

100.591.919

91.429

5.861
1.553.830

9.704.886

3.447.290
795.184

538.040

- 24.260.967 15.156

3.353.356

544.043

4.461.284
- 146.794.487

1.292.578
1.853.919

- 80.742.329
40.317.033

- 30.114.641

2.588.365 1.242.359 269.633

- - 4.658.405 -
- - 112.534  7.868.310 -

124.868.042

3.353.356

544.043

91.429

9.207.013
150.997.420

80.742.329
40.317.033

30.114.641
4.100.357

5.121.801

463.396
- 18.223.770

Total 111.947.925

4.780.514 40.317.03

63.463.826 80.854.863 165.584.044 269.63

463.396 467.681.234

(*) Secured by mortgage.

Market Risk: Standardised approach

RWA

Outright products

Interest rate risk (general and specific)

Equity risk (general and specific)
Foreign exchange risk
Commaodity risk

2.754.625
330.475
2.688.763

Options

Simplified approach
Deltaplus method
Scenario approach
Securitization

127.425

Total

5.901.288
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SECTION V: EXPLANATIONS AND NOTES RELATED TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS

l. EXPLANATIONS AND NOTES RELATED TO THE ASSETS
(2) Cash andcCentral Bank othe Republic offurkey:
a) Information oncash equivalents and the accotlmg Central Bankf the Republiof Turkey:

Current period Prior period
TRY FC TRY FC
Cash and foreign currency 1.213.437 2.070.269 1.259.602 3.158.262
CBRT 2.803.889 28.124.039 2.723.274 27.815.892
Other - 13 - 20
Total 4.017.326 30.194.321 3.982.876 30.974.174

b) Information on balances with the Central Bankhaf Republic offurkey:

Current period Prior period
TRY FC TRY FC
Demand unrestricteamountt 2.656.499 2.008.326 2.470.993 9.347.358
Time unrestricted amount - - - -
Time restricted amount - - - 2.259.938
Othef? 147.390 26.115.713 252.281 16.208.596
Total 2.803.889 28.124.039 2.723.274 27.815.892

MReservaleposits kept ilCentral Bankof theRepublic ofTurkey.

@ Blocked reserve deposits kept in Central BahtheRepublicof Turkey and Central Bank of Cyprus.
As per the Communi qu® no. 2013/ bheReRublea r v e
Turkey (CBRT), banks keep reserve deposits at th&TBor their TRY, FCand/or standard gold
and/or scrap goldiabilities mentioned in the communiqué. The reserve deposit rates vary
according to their maturity compositions; the reserve deposit rates are realizechidSiwee
for TRY deposits and o#r liabilitiesbetween %-21% for FC deposits for othétC liabilities
In accordance with the related communig@&ntral Bankof the Republic of Turkey pays
interests to TRY and USEeserves.

The interest related to the reserve requiremseitsas TRYs paid at a rate of 130fasis points
rateas of21 SeptembeR018

With the change dated 23 January 2015, it has been decided to apply a charge on daily account

balances and two days notice amtbdenominated in Euro, and collected on a daily basis, on

reserve requirements held by banks commencing on 1 February 2015. As of 27 July 2015

commission ratios have been announced on the CBRT website as zero percent.
With the change on 2 May 2015 madethe CBRT, interest is paid on USD denominated reserve

requirements, reserve options and free reserves held at Central Bank of the Republic of Turkey.
The interest rate is set on daily basis by taking global and local financial markets conditions into

acount. Theapplicable interest rate i®/2for the eporting period (announced on 23 October
20138.

With the decision No.1014 dated 20 Septeni¥8 of the TRNC, reservequirementatio is
between 0,125%0,65% for foreign currency liabilities and 13f6r TRY liabilities.

62



TURKKYE HALK BANKASI AK
EXPLANATION AND NOTES RELATED TO THE UNCONSOLIDATED FINANCIAL

STATEMENTS FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2019
(Amounts expressed tinousandlurkish Lira (TRY) unless otherwise stated.)

SECTION V: EXPLANATIONS AND NOTES RELATED TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS (continued)

.
(2)

a)

b)

®3)

EXPLANATIONS AND NOTES RELATED TO THE ASSETS (continued)
Financial assets at fair value through profit and loss:
Financialassets at fair value through profit and loss blocked/given as collateral:

Current Period Prior Period
TRY FC TRY FC

Treasury bills, government bonds
and similar securities 14.374.38C - 14.374.38C -
Total 14.374.38C - 14.374.38C -

Financial assets at fair value through profit and loss subject to repurchase agreements:

Current Period Prior Period
TRY FC TRY FC
Treasury bills, government bonds
and similar securities 914.566 - - 15.763
Total 914.566 - - 15.763

Positive differences related to the derivative financial assets at fair value through profit or loss

Current Period Prior Period
TRY FC TRY FC

Forward transactions - 112.570 - 204.002
Swap transactions - 1.118.84z - 857.384
Futuregtransactions - - - -
Options 64 303 9 85
Other - - - -
Total 64 1.231.71¢ 9 1.061.471

Information on banks and other financial institutions

Information on banks:

Current Period Prior Period
TRY FC TRY FC
Banks
Domestic banks 81.81: 95.40¢ 6.20( 2.642.00.
Foreign banks 101.68: 2.548.111 174.71! 2.317.82
Branches and offices abroad - - - -
Total 183.49° 2.643.51. 180.91! 4.959.82
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SECTION V: EXPLANATIONS AND NOTES RELATED TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS (continued)

.
(4)

a)

a.l.

a.2.

b)

EXPLANATIONS AND NOTES RELATED TO THE ASSETS (continued)
Information on financial asseds fair value through other comprehensive income

Financial assetat fair value through other comprehensive incdmoeked/given as collateral or
subject to repurchase agreements:

Information on financiahssetat fair value through other comprehensive incdmoeked/given
as collateral

Current Period Prior Period
TRY FC TRY FC
Treasury billsgovernment bonds
and similar securities 3.834.252 177.399 432.417 168.246
Total 3.834.252 177.399 432.417 168.246

Information on financial asset fair value through other comprehensive incaubject to
repurchase agreements:

Current Period Prior Period
TRY FC TRY FC
Treasury bills, government bonds
and similar securities - 890.739 45.539 392.500
Total - 890.739 45,539 392.500

Information on financial assets at fair value through other comprehénsormae portfolio:

Current Period Prior Period

Debt securities 12.136.97 3.850.62!
Quoted on a stock exchange 12.136.97 3.850.62!
Not quoted - -
Share certificates 225.59° 184.93¢
Quoted on a stock exchange 188.99¢ 151.10¢
Not quoted 36.59¢ 33.83¢
Impairment provision 46.92: 48.37(
Total 12.315.65 3.987.19.
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SECTION V: EXPLANATIONS AND NOTES RELATED TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS (continued)

l. EXPLANATIONS AND NOTES RELATED TO THE ASSETS (continued)
(5) Information on loans:

a) Information on all types of loans and advances given to shareholders and employees of:the Bank

Current period Prior period
Cash loans Non-Cash loans Cash loans  Non-Cash loans
Direct loans granted to shareholders - - - -
Corporate shareholders - - - -
Real person shareholders - - - -
Indirect loans granted to shareholders - - - -
Loans granted to employees 356.98: - 319.72! -

Toplam 356.98: - 319.72! -

b) Information on the first and second group loans and atwivables including loans that have
been restructured or rescheduled

Loans and other receivables under close monitoring

Loans and Restructured Loans andReceivables
Recavables Not  Loans and Receivable:
Standard Loans and Subjectto with Revised Contract
Cash Loans Other Receivables restructuring Terms Refinance
Non-specialized loans 198.912.42 11.122.35 48.99¢ 9.518.04-
Corporation loans 120.710.25 7.404.25: - 9.004.79
Export loans 12.004.05 240.61: - -
Import loans - -
Loans given to financial
sector 2.856.74. 1.430.00! - -
Consumer loans 39.873.47 839.93( 42.17. 10.89:
Credit cards 5.197.64 429.06( 6.827 -
Other 18.270.24 778.49! - 502.35!
Specialized lending 49.302.10 1.423.96. - 247
Other receivables - - - -
Accruals 4.352.75! 47.97¢ 1.38¢ 565.43°
Total 252.567.27 12.594.29 50.38° 10.083.72

Loans and Other Receivables Under

Standard Loans

Close Monitoring

Current Period Prior Period Current Period Prior Period
12 Months Expected Loss
Provision 1.259.202 984.741 - -
Significant Increase in Credit Ris - - 1.198.858 1.182.480
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SECTION V: EXPLANATIONS AND NOTES RELATED TO THE UNCONSOLIDATED

FINANCIAL STATEMENTS (continued)

I EXPLANATIONS AND NOTES RELATED TO THE ASSETS (continued)

(5) Information on loangcontinued)

c) Information on consumer loans, individual credit cards, personnel loans anctarddit:

Current Period Short-term

Medium and
long-term

Total

Consumer loar3RY
Real estate loans
Automobile loans
Consumer loans
Other
Consumer loardndexed to FC
Real estate loans
Automobile loans
Consumer loans
Other
Consumer loanrd=C
Real estate loans
Automobile loans
Consumer loans
Other
Individual credit cardd’RY
Installment
Norrinstallment
Individual credit card$-C
Installment
Nortinstallment
Personnel loansRY
Real estate loans
Automobile loans
Consumer loans
Other
Personnel loankdexed to FC
Real estate loans
Automobile loans
Consumer loans
Other
Personnel loanEC
Real estate loans
Automobile loans
Consumer loans
Other
Personnel credit cardeRY
Installment
Nortinstallment
Personnel credit cardsC
Installment
Nortinstallment
Overdraft account§RY (Retail customers)
Overdraft account&C (Retail customers)

498.06!
5.30¢
3.21C

489.55!

3.410.83
1.092.25
2.318.57
521

521
18.27¢

12t
1.160.39

38.839.14
23.862.40

165.54:
14.811.19

39.337.20
23.867.71

168.75:
15.300.74

3.411.73
1.093.15!
2.318.57
521

521
268.87(
307

268.56:

12t
1.160.39

Total

5.176.20

39.090.63

44.266.84

®Interest income accruals are not included in the table above.
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SECTION V: EXPLANATIONS AND NOTES RELATED TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS (continued)

l. EXPLANATIONS AND NOTES RELATED TO THE ASSETS (continued)
(5) Information on loangcontinued)

¢) Information on consumer loans, individual credit cards, personnel loans and caedkt
(continued®:

Medium and
Prior Period Short-term long-term Total
Consumer loan§RY 414.77 38.974.31 39.389.09
Real estate loans 6.68¢ 24.164.58 24.171.27
Automobile loans 2.25¢ 206.04- 208.30:
Consumer loans 405.82¢ 14.603.68 15.009.51
Other - - -
Consumer loardndexed to FC - - -
Realestate loans - - -
Automobile loans - - -
Consumer loans - - -
Other - - -
Consumer loanrd-C - - -
Real estate loans - - -
Automobile loans - - -
Consumer loans - - -
Other - - -
Individual credit cardd’RY 3.472.90 1.457 3.474.36.
Installment 1.229.51. 1.457 1.230.96!
Nortinstallment 2.243.39! - 2.243.39!
Individual credit card$-C 29¢ - 29¢
Installment - - -
Nortinstallment 29¢ - 29¢
Personnel loansRY 13.20¢ 217.27( 230.47¢
Real estate loans - 402 40z
Automobile loans - - -
Consumetoans 13.20¢ 216.86¢ 230.07-
Other - - -
Personnel loankidexed to FC - - -
Real estate loans - - -
Automobile loans - - -
Consumer loans - - -
Other - - -
Personnel loarEC - - -
Real estate loans - - -
Automobile loans - - -
Consumer loans - - -
Other - - -
Personnel credit cardERY 89.18¢ - 89.18¢
Installment 30.14¢ - 30.14¢
Nortinstallment 59.03¢ - 59.03¢
Personnel credit cardsC 64 - 64
Installment - - -
Nortinstallment 64 - 64
Overdraft account§RY (Retail customers) 1.207.34 - 1.207.34
Overdraft accountsC (Retail customers) - - -
Total 5.197.78 39.193.04 44.390.82
®Interest income accruadmd rediscountare not included in the table above.

67



TURKKYE HALK BANKASI Ak
EXPLANATION AND NOTES RELATED TO THE UNCONSOLIDATED FINANCIAL

STATEMENTS FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2019
(Amounts expressed tinousandTlurkish Lira (TRY) unless otherwise stated.)

SECTION V: EXPLANATIONS AND NOTES RELATED TO THE UNCONSOLIDATED

FINANCIAL STATEMENTS (continued)

I EXPLANATIONS AND NOTES RELATED TO THE ASSETS (continued)

(5) Information on loangcontinued)
d) Information on commercial installments loans and corporate credit cards
Medium and
Current Period Short-term long-term Total
Commercial installment loarBRY 1.195.25; 35.078.25 36.273.50
Business premises loans 1.211 550.31¢ 551.52¢
Automobile loans 14.27¢ 383.74¢ 398.02!
Consumer loans 1.179.76. 34.144.18 35.323.95
Other - - -
Commercial installment loangndexed to FC - 66.48: 66.48:
Business premises loans - - -
Automobile loans - 717 717
Consumer loans - 65.76¢ 65.76¢
Other - - -
Commercial installment loandFC 295.02! 18.468.99 18.764.01
Business premisdsans - - -
Automobile loans - - -
Consumer loans 295.02! 18.468.99 18.764.01
Other - - -
Corporate credit cardBRY 2.133.12; - 2.133.12:
Installment 703.35( - 703.35(
Norrinstallment 1.429.77. - 1.429.77.
Corporate credit carelBC 41 - 41
Installment - - -
Nortinstallment 41 - 41
Overdraft account¥RY (Commercial customers) 2.537.92! - 2.537.92!
Overdraft accountsC (Commercial customers) - - -
Total 6.161.36! 53.613.72 59.775.09
*Interest and income accruasd rediscountare not included itable above.
Medium and
Prior Period Short-term long-term Total
Commercial installment loarABRY 1.018.83 26.689.45 27.708.28
Business premises loans - 601.30: 601.30:
Automobile loans 13.78° 411.03¢ 424.82(
Consumer loans 1.005.04 25.677.11 26.682.16
Other - - -
Commercial installment loangndexed to FC 142 119.22: 119.36¢
Business premises loans - - -
Automobile loans - 1.23: 1.23:
Consumer loans 14z 117.98¢ 118.13(
Other - - -
Commercial installment loard=-C 166.85 16.554.59 16.721.45.
Business premisdsans - - -
Automobile loans - - -
Consumer loans 166.85 16.554.59 16.721.45
Other - - -
Corporate credit cardERY 1.833.27. - 1.833.27.
Installment 598.18: - 598.18:
Nortinstallment 1.235.08: - 1.235.08:
Corporatecredit cardd=C 45 - 45
Installment - - -
Nortinstallment 45 - 45
Overdraft account§RY (Commercial customers) 2.572.29 - 2.572.29
Overdraft account&C (Commercial customers) - - -
Total 5.591.44 43.363.27 48.954.71

*Interest and incomaccruals and rediscounts are not included in table above.
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SECTION V: EXPLANATIONS AND NOTES RELATED TO THE UNCONSOLIDATED

FINANCIAL STATEMENTS (continued)

.
()

e)

f)

0)

h)

EXPLANATIONS AND NOTES RELATED TO THE ASSETS (continued)

Information on loangcontinued)

Domestic and foreign loans

Current Period Prior Period
Domestic loans 273.174.31 248.491.85
Foreign loans 2.121.37 2.054.51!
Total 275.295.68 250.546.37
Loans granted to subsidiaries and associates

Current Period Prior Period
Direct loans granted to subsidiaries asdociates 1.552.917 1.377.51.
Indirect loans granted to subsidiaries asdociates - -
Total 1.552.917 1.377.51,
Creditimpaired losses (Stage )

Current Period Prior Period
Loans and receivables with limited collectability 1.250.492 689.81¢
Loans and receivables with doubtful collectability 1.076.867 585.79¢
Uncollectible loans and receivables 4.974.456 5.007.67!
Total 7.301.815 6.283.29,

The reasons of increase in #agected loss provision for the Bank's Stage 3 loans are additions
to nonperforming loan portfolio and increasing loss given default ratio after initial transferring

date to norperforming loan portfolio.

Information on n-performing loangNet).

h.1. Information on loans and other receivables included in-peforming loas which are

restructured
Il. Group 1IV. Group V. Group
Loans anc Loans anc
receivables witt receivables witt
limited doubtful Uncollectible loans
collectability collectability and receivable:
Current period
Gross amounts before the specific
provisions 130.928 68.752 1.313.982
Rescheduled loans and other receivable: 130.928 68.752 1.313.982
Prior period
Gross amounts before the specific
provisions 61.786 67.344 1.258.926
Rescheduled loans and other receivable: 61.786 67.344 1.258.926
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STATEMENTS FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2019
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SECTION V: EXPLANATIONS AND NOTES RELATED TO THE UNCONSOLIDATED

FINANCIAL STATEMENTS (continued)

I EXPLANATIONS AND NOTES RELATED TO THE ASSETS (continued)

(5) Informationon loans (continued):

h.2. Information on the movement of nqerforming loans:

I1l. Group IV. Group V. Group
Loans and Loans and
receivables receivables with  Uncollectible
with limited doubtful loans and
collectability collectability receivables
Prior period end balance 1.533.72. 1.165.57! 5.828.55.
Additions (+) 3.242.95 135.06: 339.18:
Transfers from other categories of loans
under followup (+) - 1.884.66! 926.29:
Transfers to other categories of loans under follpa(-) 1.918.24 892.70° -
Collections €) 212.66t 210.15! 298.57-
Write-offs (-) - - -
Sold ¢) - - -
Corporate and Commercial Loans - - -
Consumer Loans - - -
Credit Cards - - -
Other
Current period end balance 2.645.76! 2.082.43! 6.795.45.
Provision §) 1.250.49: 1.076.86 4.974.45i
Net balance on balance sheet 1.395.27. 1.005.57. 1.820.99:
h.3. Information on foreign currency negerforming loans and other receivables
lll. Group IV. Group V. Group
Loans and Loans and
receivables  receivables with Uncollectible
with limited doubtful loans and
collectability collectability receivables
Current period:
Balance at the end of the period 1.150.53 494.80: 2.160.20!
Provisions({) 744.06! 294.55! 1.295.01
Net balance in the balance sheet 406.46¢ 200.24¢ 865.19:
Prior Period:
Balance at the end of the period 415.553 199.312 2.004.43;
Provisions{) 212.465 133.080 1.829.18
Net balance in the balance sheet 203.088 66.232 175.24;
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SECTION V: EXPLANATIONS AND NOTES RELATED TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS (continued)

l. EXPLANATIONS AND NOTES RELATED TO THE ASSETS (continued)
(5) Information on loans (continued):

h.4. Gross and net amounts of nparforming loans according to user groups:

Il. Group IV. Group V. Group
Loans and Loans and
receivables with receivables witl Uncollectible
limited doubtful loans and
collectability collectability receivables
Current period (Net) 1.395.27: 1.005.57: 1.820.99¢
Loansgrantedto real persons and legal entities (G)oss 2.645.76t 2.082.43t 6.795.45:
Provisiong(-) 1.250.49: 1.076.86° 4.974.45!
Loans togranted real persons and legal entities (Net) 1.395.27: 1.005.57: 1.820.99¢
Banks (Gross) - - -
Provisiong(-) - - -
Banks (Net) - - -
Other loans and receivabl@Sross) - - -
Provisiong(-) - - -
Other loans and receivables (Net) - - -
Prior period (Net) 843.90¢ 579.77: 820.87¢
Loansgrantedto real persons and legal entities (Gjoss 1.533.72: 1.165.57( 5.828.55:
Specific provisiong-) 689.81¢ 585.79¢ 5.007.67t
Loans togranted real persons and legal entities (Net) 843.90¢ 579.77: 820.87¢

Banks (Gross) - - -
Specific provisiong-) - - -
Banks (Net) - - -
Other loans and receivables (Gross) - - -
Specific provisiong-) - - -
Other loans andreceivables (Net) - - -

i) Information on interest accruals, rediscounts and valuation differences calculated-for non
performing loans and their provisions:

lll. Group IV. Group V.Group
Loans and Loans and .
. . . . Uncollectible
receivables with  receivables with
T loans and
limited doubtful receivables
collectability collectability
Current Period (Net) 260.711 118.033 110.977
Interest Accruals and Valuation Difference 515.005 283.304 318.672
Provision §) 254.294 165.271 207.695
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SECTION V: EXPLANATIONS AND NOTES RELATED TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS (continued)

l. EXPLANATIONS AND NOTES RELATED TO THE ASSETS (continued)
(6) Information onfinancial assetmeasured at amortised cost

a) Information onfinancial assetmeasured at amortised ctdbcked/given as collateral or subject

to repurchase agreement transactions are explained comparatively with net value
a.l. Financial assetneasured at amortised castestments blocked/given as collateral

Current Period Prior Period
TRY FC TRY FC
Bills - - - -
Government bonds and similar securities 3.635.28¢ 10.026.45¢ 37.195.684 2.464.98E
Total 3.635.28¢ 10.026.45¢ 37.195.684 2.464.98E

a.2. Financial assetseasured at amortised castestments subject to repurchase agreements

Current Period Prior Period

TRY FC TRY FC
Treasury bills, government bonds and similar 42.372.775 7.485.126 2.194.216 8.214.062
Total 42.372.775 7.485.126 2.194.216 8.214.062

b)  Information on public sector debt investmeifmsincial assetmeasured at amortised cost

Current Period Prior Period
Government bonds 69.708.26 56.006.92
Treasury bills - -
Other public sector debt securities 10.59( 15.61(
Total 69.718.85 56.022.53

c) Informationonfinancial assetmeasured at amortised cost

Current Period Prior Period

Debt securities 69.769.32 56.073.05
Quoted on a stock exchange 69.769.32 56.073.05
Not quoted - -
Impairment provision-} - -
Total 69.769.32 56.073.05

d) Movement offinancial assetmeasured at amortised cegthin the year

Current Period Prior Period

Beginning balance 56.073.05 21.727.16
Foreign currency differences on monetal

assets 942.35¢ 1.974.14
Purchases durintpe yeaf® 14.494.37 36.157.15
Disposals through sales and redemption (1.740.454 (3.785.416
Impairment provision-j - -
Balance at the end of the period 69.769.32 56.073.05

@ Interest income accrual differersdeetweer80 June2019amounting to TR 8.844.874and 31 December 20H8nounting to TRY
7.458.58%as been included in purchases row.
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SECTION V: EXPLANATIONS AND NOTES RELATED TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS (continued)

EXPLANATIONS AND NOTES RELATED TO THE ASSETS (continued)

(7) Information on associates (Net):
a) Information on associates:
Bank?©o:e
group
Bankés share
Address percentage, if different percentage
Title (City/ Country) voting percentage (%) (%)
1. Demir-Halkbank NV TheNetherlands 30,00 30,00
2. Kobi Girikim Ser may®s Ankara/Turkey 31,47 33,12
3. Kredi Kayé&t B¢rosu AK Istanbul/Turkey 18,18 18,18
4. Bankal ararasée®Kart Me Istanbul/Turkey 18,95 18,95
5. T¢rk P ve @ Sigorta Istanbul/Turkey 16,67 16,67
b) Information related to the associatssshown ir{a)®:
Income from
marketable Current Prior ]
Shar e hc Total fixed Interest securities period period Fair
Total assets equity assets income portfolio profit/loss profit/loss value®
1. 10.110.523 1.510.292 27.901 173.797 1.343 50.730 44.160  449.383
2. 52.275 51.405 65 2914 - 1.346 368 -
3. 286.943 178.113 193.762 7.642 - 14.616 22.018 -
4, 126.652 82.384 59.192 2.555 - 17.418 8.630 -
5. 77.009 17.936 1.746 747 - 3.627 1.938 -

[6)
@)
@)
)

The financial data is obtained fro3® June 2019inancial statements used in consolidation.
Financialinformat i on of Kr e d iis olifengddroniinied reviantinankial statements as 80 June2019

Financial informatioo f Bankkaratr aMaskezi Ak. i s obtained from |imited

Financial information about thaif value of Demir Halkbank N¥ias been obtainddom valuation report as &0 June 2019

c) Movement of associates

Current Period Prior Period
Balance at the beginning of the period 438.318 332.792
Movements during the period 34.430 105.526
Purchases - 375
Bonus shares obtained ¢ 875 3.032
Dividends froncurrent year income - -
Sales - -
Transfers - -
Revaluation decrease)(/ increase 33.555 102.119
Impairment Provisions-] - -
Balance at the end of the period 472.748 438.318

Capital commitments -
Share percentage at the end of the period (%) -
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EXPLANATION AND NOTES RELATED TO THE UNCONSOLIDATED FINANCIAL

STATEMENTS FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2019
(Amounts expressed tinousandTlurkish Lira (TRY) unless otherwise stated.)

SECTION V: EXPLANATIONS AND NOTES RELATED TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS (continued)

l. EXPLANATIONS AND NOTES RELATED TO THE ASSETS (continued)
) Information on associates (Nétontinued)

d) Sectorialinformation and related carrying amounts of associates:

Current Period Prior Period
Banks 449.383 415.828
Insurance companies 2.495 1.620
Factoring companies - -
Leasing companies - -
Financing companies - -
Other financial investments 11.518 11.518
Other non financial investments 9.352 9.352
e) Associates quoteon a stock exchange:
None.
(8) Information on subsidiaries (Net
a) Information onsubsidiarie$:
Halk Halk
Yat € Halk Hayat Gayrimenkul Halk Halk Halk
Menkul Halk ve Yat € Finansal Banka Halk Halk Varl
De] e Sigorta Emeklilik Or t ak Kiralama AD, Faktoring BankAD, Kiralama
Ak Ak Ak Ak Ak Skopje Ak Beograd Ak
CORE CAPITAL
Paid in Capital 104.000 349.000 412.000 928.000 323.000 452.226  96.000 213.395 100
Effect of Inflation Adjustment on
Paid in Capital - - - - - - - - -
Share premium - 101 - 49.945 - 11.633 - 99.004 -
Reserves 23.490 26.973 131.559 75.495 14.959 272.515 15.008 260.363 622
Other Comprehensive Income
according to TAS 10.091 - - 711.994 - 8.675 10 16.084 -
Profit / Loss 32.845 36.447 200.309 21.050 (121.656) 28.337 23.798 12.694 699
Net Profit 32.845 101.683 175.775 21.050 564 24.161 3.822 12.694 474
Prior Period Profit/Loss - (65.236) 24.534 - (122.220) 4.176 19.976 - 225
Bonus Shares from Associates,
Subsidiaries and Joint Ventures
not Accounted in Current
Periodds Profit - - - - - - - - -
Current and Prior Periods' Loss¢
not Covered by Reserves, and
Losses Accounted under Equity
according to TAS-) - 435 13.983 - 95 - - - -
Leasehold Improvements) ( - - 297 2.819 - 10.361 - 7.115 -
Intangible Assets-{ 1.002 3.942 2.329 328 1.686 5.459 858 13.999 4
Total Core Capital 169.424 408.144  727.259 1.783.37 214522 757.566 133.958 580.426 1.417
SUPPLEMENTARY CAPITAL - - - - 29.938 22.806 39.445 6.489 -
CAPITAL 169.424 408.144 727.259 1.783.337 244.460 780.372 173.403 586.915 1.417
NET AVAILABLE CAPITAL 169.424 408.144  727.259 1.783.337 244.460 780.372 173.403 586.915 1.417
OThe information is presented B0Jnm20d® mpani esd financial statem

There is no internal capital adequacy assessment approach for the subsidiaries.

Paid in capital has been indicated as Turkish Lira in articles of incorporation anenetist
trade registry.

Effect of inflation adjustments on paid in capital is the difference caused by the inflation
adjustment on shareholders' equity items.

Extraordinary reserves are the status reserves which have been appropriated with the General
Assembly decision after distributable profit have been transferred to legal reserves.

Legal reserves are the status reserves which have been appropriated from distributable profit in
accordance with the third clause of first and second paragraph of 466 asdi&#9 of Turkish
Commercial Code no. 6102.
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SECTION V: EXPLANATIONS AND NOTES RELATED TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS (continued)

l. EXPLANATIONS AND NOTES RELATED TO THE ASSETS (continued)
(8) Information on subsidiarigdNet) (continued)
b) Information on subsidiaries

Bankoés

percentage, if
Address different-voting Bankés ri
Title (City/ Country) percentage (%) share percentage (%)
1. Hal k Yat érém Menkul Istanbul 99,96 99,96
2. Hal k Sigorta Ak Istanbul 89,18 95,32
3. Hal k Hayat ve Emekl:i Istanbul 100,00 100,00
4, Hal k Gayri menkul ®Gat Istanbul 79,33 79,36
5. Hal k Finansal Kiral a Istanbul 100,00 100,00
6. Halk Banka AD, Skopje Macedonia 99,29 99,29
7. Hal k Faktoring AKk Istanbul 97,50 100,00
8. Bilekim Alternatif D Istanbul 100,00 100,00
9. Halkbank A.D. Beograd Serbia 100,00 100,00
100Hal k Varl ek Kiral ama Istanbul 100,00 100,00

c) Information relagd to the subsidiaries as shownr{b):®

Current Prior
Income from period period

Total Shar eh ¢ Total fixed Interest marketable profit/  profit/ Fair

assets equity assets income securities portfolio loss loss Value
1 724.587 170.426 8.748 66.487 3.491 32.845 20.509 227.604
2 2.757.371 412.086 13.871 182.127 31.208 101.683 22.311 492.895
3 1.373.93¢ 729.885 11.908 126.243 9.915 175.775 145.284 1.525.53C
4 2.134.42% 1.760.322 1.366.47¢€ 1.292 - 21.050 30.035 507.620
5 3.447.96¢ 216.208 3.536 160.546 - 564 28.634 469.552
6 5.241.83¢ 773.386 127.475 99.342 6.441 24161 22.466 767.220
7 1.312.30¢ 134.816 3.020 168.087 - 3.822 16.587 138.296
8 62.607 43.424 7.927 4.094 - 8.538 3.086 57.146
9 3.372.537 601.540 89.984 62.242 7.804 12.694  5.690 440.605
10 1.158.971 1.421 4 - - 474 55 1.800

M The fnancial data is obtained fro80 June2019financial statementssed in consolidation

@Halk Gayimenkul Yat ér ém Oatdtoakkptice.] € Ak i s valued

®The Banksd subsidiary Hal kwaspawatized byeapublic bfferingan 8rFébnuar2013arndkhé ] € Ak
shares are traded. on the Borsa |stanbul Ak

d) Movement of the subsidiaries:

Current Period Prior Period

Balance at the beginning of the period 4.332.48: 3.626.70:
Movements during the period 295.78° 705.77:
Purchasé 89.97¢ 310.09¢
Bonus shares obtained profi 171.78¢ 266.21:
Dividends from current year income - -
Sales - -
Transfer - (39.375
Revaluation(Increasé / (Decreasg 9.067 330.46t
Reversals Provisionsf) for impairment 24.95) (161.627
Balance at the end of the period 4.628.26! 4.332.48

Capital commitments - -

Share percentage at the end of the period (%) - -

@ Between 1 January 31 March2019, The Bank paid TRY 89.974 for 0,13% shares of Halkbank Skapje,which is located in Macedonia and
increased its shares to 99,29%
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(Amounts expressed tinousandTlurkish Lira (TRY) unless otherwise stated.)

SECTION V: EXPLANATIONS AND NOTES RELATED TO THE UNCONSOLIDATED

FINANCIAL STATEMENTS (continued)

I EXPLANATIO NS AND NOTES RELATED TO THE ASSETS (continued)

ACommuni qu® o

thek Borsa K

indep

(8) Information on subsidiaries (Ngicontinued):
e) Sectorial information on subsidiaries and the related carrying amounts
Current Period Prior Period
Banks 1.207.82! 987.36¢
Insurance companies 2.018.42! 2.018.42!
Factoring companies 138.29¢ 138.29¢
Leasing companies 469.55:. 469.55:
Financing companies - -
Other financial subsidiaries 737.02: 661.69:
Other norfinancial subsidiaries 57.14¢ 57.14¢
f) Subsidiaries quoted in the stock exchange
Current
Period Prior Period
Quoted to domestic stoldk @ 1.000.51! 925.18!
Quoted foreign stock exchange - -
W'n accordance with the Capital Markets Boardods
No.40; the shares of Halk Sigorta Ak are traded on
was determined by the valuation report prepared by an
transactn depth on the Borsa Kstanbul Ak.
@The Bankso6 subsidiary Halk Gayrimenkul Yatéréem Ortaklejeée Ak
shares are traded on the Borsa |stanbul Ak.
(9) Information on jointly controlled entitiggoint ventures)
None.
(10) Information on finance lease receivables {Net
None.
(11) Information on derivative financial assets for hedging purposes

None.
(12) Information on investment property

Current Period Prior Period

Cost:

Opening Balance 432.347 430.845
Acquisitions 24 1.502
Transfer - -
Disposals {) - -
Impairment Provisions) - -
Ending Balance 432.371 432.347
Accumulated Depreciation €)

Opening Balance 75.499 72.271
Amortization Charge-{ 1.624 3.228
Transfer - -
Disposals {) - -
Impairment Provisions) - -
Ending Balance 77.123 75.499
Net Book Value 355.248 356.848
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SECTION V: EXPLANATIONS AND NOTES RELATED TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS (continued)

l. EXPLANATIONS AND NOTES RELATED TO THE ASSETS (continued)
(13) Information on assets held for sale and held from discontinued operations:

Current Prior
Period® Period
Cost 2 39.377
Accumulated Depreciationr)( - -
Net book value 2 39.377
Balances at end of prior period 39.377 -
Transfer (net) - 39.377
Disposals (net) (39.375) -
Additions - -
Impairment - -
Depreciation - -
Closing net book value 2 39.377
O)within the context of the existing loan agreements, all creditors including the Bank have reached an agreement
restructuring the |l oans granted to Ojer Telekom¢gni kas
Telekom¢gni kasyon A. k. (T¢rk Telekom) and it is contemp

group shares own e d>55BoyfitOigsdeld share oapital lkageebeeh pladged as a guarantee for the
existing facilities would be taken over by a special purpose entity which is incorporated or will be incorporated in the
Turkish Republic, and owned by directly or indirectly allditers. As per the agreed structure, it is agreed on the
corresponding agreements, completed all required corporate and administrative permissions and the transaction is
concluded by a transfer of the aforementioned shares to the special purpose entioyated in the Turkish Republic

owned by directly or indirectly all creditors. In this regard, the Bank owned 3,6562% of the founded special purpose
entity and the related investment 1is consi deontieudd wit hin
Operationso.

(14) Information on other assets:

Other assets balance in the balance sheet amounts t@ BRY.703and does not exceed 10%
of the balance sheet total (31 December 2018: TRY 3.643.082).
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SECTION V: EXPLANATIONS AND NOTES RELATED TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS (continued)

Il. EXPLANATIONS AND NOT ES RELATED TO THE LIABILITIES

(2) Information on maturity structure of depoditsinds collected
a) Information on deposit / funds collected:
Current period:
7daycall Uptol 1-3 3-6 6 months lyear Cumulative
Demand accounts month months months year and over deposits Total
Saving deposits 7.661.27: - 2.165.35. 37.860.43 8.500.41. 1.438.41 2.129.17. 109.72(  59.864.77
Foreign currencgeposits  19.351.54 - 14.183.75 69.535.22 5.134.10' 2.614.23! 6.256.32! 11.71° 117.086.92
Residents in Turkey 15.433.56 - 10.670.80 65.148.42 4.836.56. 1.750.97! 3.763.65. 11.19C 101.615.17
Residents abroad 3.917.98 - 3.512.95 4.386.80! 297.54° 863.26( 2.492.67 527 15.471.74
Public sector deposits 3.158.07 - 1.945.15: 3.333.99' 1.205.24( 208.25! 14.37¢ - 9.865.09!
Commercial inst. Deposit ~ 6.043.25. - 6.133.26.  13.231.04 2.423.80: 871.27¢ 1.468.11 - 30.170.76
Other inst. Deposits 814.86: - 240.88¢ 4.334.65! 4.889.54! 1.066.56. 2.486.40! - 13.832.92
Precious metals 4.090.17. - 4.91¢ 642.14. 41.30¢ 30.29( 42.02¢ 4.850.85!
Interbank deposits 10.096.47 - 6.359.221  10.549.55 890.27¢ 6.24¢ 7.05¢ - 27.908.83
CBRT - - - - - - - - -
Domestic banks 102.89¢ - 5.126.65 6.345.94! 368.43! 6.24¢ 7.05¢ 11.957.23
Foreign banks 9.978.61. - 42.45: 3.916.04! - - - 13.937.10
Participation banks 14.96: - 1.190.11 287.56! 521.84:« - - - 2.014.48:i
Total 51.215.66 - 31.032.55 139.487.05 23.084.69 6.235.28. 12.403.47 121.43° 263.580.17
Prior period:
7 day call Uptol 1-3 3-6 6 months 1lyear Cumulative
Demand accounts month months months year and over deposits Total
Saving deposits 6.742.10 - 1.948.02 45.655.98 4.207.98. 2.061.57 792.49! 101.93! 61.510.09
Foreign currency deposii  13.245.04 - 7.574.58. 53.656.35 7.229.611 2.473.78: 6.122.73: 11.26¢ 90.313.37
Residents in Turkey 11.173.10 - 6.767.44! 50.285.36  6.849.84. 1.790.41 3.681.211 10.78¢ 80.558.17
Residents abroad 2.071.93 - 807.13¢ 3.370.99. 379.77: 683.37: 2.441.511 484 9.755.20:
Public sector deposits 2.920.27. - 2.293.65: 3.890.64. 1.257.65! 1.186.54 16.71¢ - 11.565.47
Commercial inst. deposit 5.017.84 - 10.189.87 19.475.30 2.147.88! 2.213.40 277.42: - 39.321.73
Other inst. deposits 736.01( - 344.87¢ 5.478.121  2.459.51 2.055.49 571.26¢ - 11.645.28
Precious metals 3.132.48. - 1.44¢ 353.33! 16.32¢ 22.15( 32.09¢ - 3.557.84
Interbank deposits 20.729.13 877.73! 9.019.201 177.01( 4.11¢ 134.24¢ 30.941.44
CBRT - - - - - - - - -
Domestic banks 116.07: - 370.15: 6.526.93 17.76¢ 4.11¢ 6.24 - 7.041.28:
Foreign banks 20.120.09 - 32.60¢ 2.173.43. - - 127.99¢ - 22.454.13
Participation banks 492.97: - 474.97¢ 318.83( 159.24! - - - 1.446.02;
Total 52.522.88 - 23.230.19. 137.528.94 17.495.99 10.017.06 7.946.97! 113.20{  248.855.25
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SECTION V: EXPLANATIONS AND NOTES RELATED TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS (continued)

Il. EXPLANATIONS AND NOT ES RELATED TO THE LIABILITIES (continued)
Q) Information on maturity structure of deposits / funds collected (continued):
b) Information on saving deposits in the scope of Saving Deposits Insurance Fund:
b.1. Amounts exceeding insurance limit:

b.1.1. Saving deposits undéne guarantee of deposit insurance and exceeding the insurance limit:

Under the guarantee

Saving deposits insurance Exceeding the insurance limi
Current Prior Current Prior
Period Period Period Period

Saving deposits 29.892.45: 29.259.703 29.701.530 32.011.973

Foreign currency saving deposits 14.188.75¢ 10.687.058 40.879.691 32.319.474

Other deposits in the form of saving deposi - - - -
Foreign branchesé6 d-

authorities' insurance 349.21z 349.453 - -
Off-shorebanki ng regions

foreign authorities’ insurance - - - -

b.1.2. Saving deposits at foreign branches are excluded from the scope of Saving Deposits Insurance
Fund according to the related legislation, andsafgject to insurance of foreign authorities in
compliance with the foreign legislations.

c) Saving deposits which are not under the guarantee of deposit insurance fund

Current Period Prior Period

Foreign branchesd saving deposit: 231.58¢ 215.452
Deposits and other accounts belonging to dominant partners as well as tt

fathers, mothers, spouses and children under their custody - -
Deposits and other accounts belonging to the chairman and members of

board of directorggeneral managers and deputy general managers as wel

their fathers, mothers, spouses and children under their custody 1.841 3.066
Deposits and other accounts covered by assets generated through the of

mentioned in Article 282 of the Turkish Pei@dde No.5237 and dated

26.9.2004 - -
Deposits in the banks to be engaged exclusively in offshore banking in Tt - -

(2) Information on derivative financial liabilities held for trading

Negative differences table related to the derivative finafiaialities heldfor-trading

Current Period Prior Period
TRY FC TRY FC
Forward transactions - 159.156 - 98.286
Swap transactions - 426.869 - 302.162
Future transactions - - - -
Options 70 1.602 16 9.974
Other - - - -
Total 70 587.627 16 410.422
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SECTION V: EXPLANATIONS AND NOTES RELATED TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS (continued)

EXPLANATIONS AND NOT ES RELATED TO THE LI ABILITIES (continued)

3) Information on funds borrowed:
a) Information on Banks and other finandiastruments:
Current Prior
Period Period
TRY FC TRY FC
Funds borrowed from CBRT - - - -
Domestic banks and institutions 363.702 1.659.587 372.398 1.456.532
Foreign banks, institutions and funds - 8.964.57¢ - 10.087.097
Total 363.702 10.624.16F 372.398 11.543.62¢
b) Maturity structure of funds borrowed:
Current Prior
Period Period
TRY FC TRY FC
Shortterm 363.350 852.150 372.030 1.802.51¢
Medium and longerm 352 9.772.01F 368 9.741.11C
Total 363.702 10.624.16F 372.398 11.543.62¢
(4) Marketable securities issued:
Current Prior
Period Period
TRY FC TRY FC
Bills 3.647.086 - 2.011.697 -
Bonds 636.680 10.186.725 - 12.024.83¢9
Assets Backed Securities 1.010.910 - 1.011.442 -
Total 5.294.676 10.186.725 3.023.139 12.024.83¢

)

(6)

b)

Information on other liabilities:
Other liabilities balance does not exceed 10% of the balancetstaet

(31 December 2@t Other liabilities balance does not exceed 10% of the balance sheet total).

Information on finance lease payables (Net):

The general explanations on criteria used in determining installments of financial lease
agreements, renewal and purchasing options and restrictions in the agreements that create
significant obligations to the Bank:

In the financial lease agreements, itistants are based on useful life, usage periods and
provisionswith respect to related accountisgndards

Explanation on finance lease payables

None.

Explanations regarding operational leases:

Current Period Gross Net
Up to 1 year 41.284 40.895
1-4years 275.167 248.396
More than 4 years 500.589 282.642
Total 817.040 571.933
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SECTION V: EXPLANATIONS AND NOTES RELATED TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS (continued)

I.
()

©)

9)

a)

b)

EXPLANATIONS AND NOT ES RELATED TO THE LI ABILITIES (continued)

Information on derivative financial liabilities for hedging purposes
None.

Explanations on provisions:
Foreign exchange loss provisions on the foreign currency indexed loans and finance lease
receivables

As of 30 June 2019 the Parent Bank dneshave an amount of the currency differences on
foreign currency indexed loans and finance lease receivables (31 December 2018: None).

Speific provisions provided for Lindemnified norcash loans:

Asof 30Jun019 t he Bankdés speci fi c -gashdoaris balancaisf or
TRY 73.791(31 December 2018 RY 169.363.

Information on other provisions:

Total other provision balance amountingTiBY 389.021(31 December 2018TRY 966.686
consists of TRY73.791 (31 December 2018TRY 169.363 for specific provisions of
unindemnifiedand unfunded non cash load®Y 160.660(31 December 2018: TRY 196.831)
for expected loss amount of noash loansTRY 76.553(31 December 2018’ RY 115.02( for
legal cases filed against the Bank, and TRY017(31 December 2018TRY 71.472 of other
provisions.

Explanations related to tax liabilities:

a) Information on current tax liability:

a.l. Information on tax provision:

Asof DJune2 01 9, t he BuaasdetissamauntingrtoeTRY 1.446
(As of 31 December 2018, corporate tax payable amount is6l642).

a.2. Information on taxes payable

Current Period Prior Period
Corporate tax payable - -
Income on securities tax 619.497 419.083
Property income tax 2.105 1.879
Banking and insurance transactions tax (BITT) 168.115 172.999
Foreign exchange transactions tax 6.880 13
Value added tax payable - -
Other 88.990 42.750
Total 885.587 636.724
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SECTION V: EXPLANATIONS AND NOTES RELATED TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS (continued)

Il. EXPLANATIONS AND NOT ES RELATED TO THE LI ABILITIES (continued)
a) Information on current tax liability (continued):

a.3. Information on premiums:

Current Period Prior Period
Social insurance premiunrgnployee 27 20
Social insurance premiurgnployer 36 25
Bank social aid pension fund premitemployee 34.722 12.674
Bank social aid pension fund premitemployer 48.320 17.609
Pension fund membehip fees
andprovisionsemployee - -
Pension fund membership fees
and provisionsemployer - -
Unemployment insuraneemployee 2.494 922
Unemployment insuraneamployer 4.955 1.805
Other 532 230
Total 91.086 33.285

b) Information eferred tax liability:

Current Period Prior Period

Deferred Tax (Asset) /Liability

Provision$) 756.954 753.154
Revaluation of Financial Assets (1.806.600)  (1.634.098)
Other 871.094 428.175
Deferred Tax (Asset) /Liability: (178.552) (452.769)
Deferred tax accounted unders har ehol der sd « (122.319) (158.766)
Fair value through other comprehensive income arising from

securities 27.267 (9.180)
Actuarial gaindbsses (2.386) (2.386)
Valuation of subsidiaries (147.200) (147.200)

@ Provisions are comprised of the employee terminatanefits and other provisions.

(10) Explanations on the number of subordinated loans the Bank used maturity, interest rate,
institutions that the loan was borrowed from, and conversion option, if any:

Current Period Prior Period

Information on Subordinated Loans TRY FC TRY FC

To be included in the calculation of additional capital

borrowings instruments - 5.908.897 - -
Subordinated loans - 5.908.897 - -

Subordinated debt instruments - - - -
Debt instruments to be included in contribution capital

calculation 6.178.449 - 6.182.084 -
Subordinated loans - - - -
Subordinated debt instruments 6.178.449 - 6.182.084 -
Total 6.178.449 5.908.897 6.182.084 -
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SECTION V: EXPLANATIONS AND NOTES RELATED TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS (continued)

I.
(11)

a)

b)

f)

9)

h)

EXPLANATIONS AND NOT ES RELATED TO THE LI ABILITIES (continued)
I nformation on :sharehol ders6é equity

Presentation of paiih capital

Current Prior
Period Period
Common stock 1.250.00¢ 1.250.000

Preferred stock - -

Application of registered capital system and registered capital ceiling amount:
There isanapplication of registered capital system and registered capital ceiling amount is TRY
7.500.000.

Information on share capital increases and their sources; other information on increased capital
shares in the current period:

None.
Information on additions from capital reserves to capital in the current period
None.

Capital commitments in thiast fiscal year and at the end of the following interim period, the
general purpose of these commitments and projected resources required to meet these
commitments

None.

I nformation on the Bankds acquired shar e
The Bank has repurchased shares amountiigrd 262.384 wihin the scope of the Board of
Di rectorsd decision dated 29 August 2019.

I ndicators of the Bankds i ncome, profitabili:t
effectsot hese future assumptions on the Bankods eq

The Bank has sustainable profitability and equity structure. There are no uncertainties that would
impact the current position.

Information on preferred shares:
None.
Information on marketable securities revaluation fund:

Current Period Prior Period
TRY FC TRY FC

From subsidiaries, associates and jointly controll

entities (joint ventures) 1.367.817 299.662 1.404.394 291.471
Valuation differences 1.367.817 299.662 1.404.394 291.471
Exchange rate difference - - - -
Financal assets at fair value througther

comprehensive income 3.864 (135.291) (24.601) (167.172)
Valuation differences 3.864 (135.291) (24.601) (167.172)
Exchange ratdifference - - - -
Total 1.371.681 164.371 1.379.79< 124.299
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SECTION V: EXPLANATIONS AND NOTES RELATED TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS (continued)

[l EXPLANATIONS AND NOT ES RELATED TO THE OF F-BALANCE SHEET ITEM S
(2) Information on offbalance sheet liabilities:
a) Amount and nature of irrevocable loan commitments:

Types of irrevocable commitments Current Period Prior Period

Commitments for credit card expenditure limits 13.632.79& 12.674.648
Payment commitments faheques 3.314.963 2.661.413
Loan granting commitments 2.578.226 4.611.884
Two days forward foreign exchange buy/sell transactions 1.001.031 2.036.669
Commitments for credit cards and banking services promotions 29.203 31.409
Tax and fund liabilitiesrom export commitments 73.060 65.280
Share capital commitments to associates and subsidiaries - -

Other irrevocable commitments 3.866.571 3.691.303
Total 24.495.84¢ 25.772.60€

b) Amount and nature of probable losses and commitments fronoffHealance sheet items
including the below mentioned:

b.1. Non-cash loans including bank bill guarantees and acceptances, guarantees substituting financial
guarantees and other letters of credit:

Current Period Prior Period
Letters of credit 3.855.75 3.136.39
Bank acceptances 8.034.13 7.050.26!
Other guarantees 2.464.88I 2.000.95:
Total 14.354.78 12.187.60

b.2. Certain guarantees,niative guarantees, suretisd similar transactions:

Current Period Prior Period
Letters of certaimguarantees 16.770.40 17.065.88
Letters of advance guarantees 5.636.32. 6.037.36;
Letters of tentative guarantees 938.17¢ 804.60¢
Letters of guarantee given to customs offices 1.775.06 1.742.02!
Other letters of guarantee 51.306.94 45.202.33
Total 76.426.91 70.852.21

c) Total noncash loans:

Current Period Prior Period

Non-cash loans for providing cash loans 7.570.37 6.481.38!
Within one year or less original maturity 1.843.87¢ 1.974.87
Within more than one year maturity 5.726.49¢ 4.506.50¢

Other norcash loans 83.211.32 76.558.44.

Total 90.781.69! 83.039.82!

d) Information on contingent liabilities and assets:

Bankds commitments for the 3X3049063BEDecemben2018: t o ¢
TRY 2.661.413).

e) Services provided on behalf of others:
None.
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SECTION V: EXPLANATION AND NOTES RELATED TO THE UNCONSOLIDATED

FINANCIAL STATEMENTS (continued)

b)

d)

EXPLANATIONS AND NOT ES RELATED TO THE STATEMENT OF PROFIT OR

LOSS
Information on intereshcome:

Information on interest income on loans:

Current Period Prior Period

TRY FC TRY FC
Interest on loang?
Short term loans 4.918.02° 274.66: 3.088.81( 115.26:
Medium and long term loans 9.614.94¢ 2.601.14( 6.952.13( 1.976.14°
Intereston nonperforming loans 329.11¢ - 104.12¢ -
Premiums from resource utilization support fund - - - -
Total 14.862.09. 2.875.80: 10.145.06. 2.091.40¢

®1ncludes fees and commissions obtained from cash.loans

Interest received from banks

Current Period Prior Period

TRY FC TRY FC
CBRT 158.23] 26.94¢ 122.61: 28.50z
Domestic banks 18.82¢ 2.634 22.271 16.347
Overseas banks 11.127% 16.472 3.09¢ 2.50E
Head office and branches - - - -
Total 188.18: 46.051 147.97" 47.35¢
Interest incomdrom marketable securities

Current Period Prior Period

TRY FC TRY FC
From Financial Assets at Fair Value throt
Profit or Loss 5.864 734 5.282 198
Financial Assets at Fair Value through Ot
Comprehensive Income 660.577 66.96: 15.342 45.31(
Financial Assets Measured at Amortized
Cost 3.694.77 378.67¢ 1.988.10: 213.41:
Total 4.361.21¢ 446.37] 2.008.72! 258.92!
Interest income from subsidiaries and associates:

Current Period Prior Period

Interest income from subsidiaries amskociates 67.55¢ 20.81(
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SECTION V: EXPLANATIONS AND NOTES RELATED TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS (continued)

V.

)

EXPLANATIONS AND NOT ES RELATED TO THE STATEMENT OF PROFIT OR

LOSS (continued)
Information on interestxpenses:

a) Information on interest expense on funds borrowed:

b)

Current Period Prior Period
TRY FC TRY FC
Banks 24.10¢ 115.83: 16.387 191.62¢
CBRT - - - -
Domestic banks 24.10¢ 20.27¢ 10.68¢ 11.90¢
Overseas banks - 95.55¢ 5.69¢ 179.71¢
Overseas head office and branches - - - -
Other institutions 6 9.63( 7 8.45E
Total 24.11° 125.46: 16.39¢ 200.08!
Interest expensagvento subsidiaries and associates:
Current Period Prior Period
Interest expensagvento subsidiaries and associates 290.71: 189.96¢
Information on interest expenses to marketable securities issued
Current Period Prior Period
TRY FC TRY FC
Interest on securities issued 815.11: 337.77¢ 295.84! 237.07:
Total 815.117 337.77¢ 295.84: 237.07:
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SECTION V: EXPLANATIONS AND NOTES RELATED TO THE UNCONSOLIDATED

FINANCIAL STATEMENTS (continued)

V.

)
d)

EXPLANATIONS AND NOT ES RELATED TO THE STATEMENT OF PROFIT OR

LOSS (continued)

Information on interest expens@®ntinued)

Maturity structure of interest expenses on deposits:

Current Period

Time deposits

More
Demand Upto1l Upto3 Upto 6 Upto1l than 1 Cumulative
Account name deposits month months months Year year deposit Total

TRY

Bankdeposits 320 469.777 497.168 9.402 1.332 - - 977.999

Saving deposits 26 241.269 4.226.02€ 410.371 205.196 89.436 6.409 5.178.73¢Z

Public deposits 40 206.063 343.938 96.476 44595 1.693 - 692.805

Commercial deposits 13 980.872 1.474.03% 146.828 232.002 51.925 - 2.885.672

Other deposits 2 52.117 486.579 431.300 109.192 69.234 - 1.148.424

7 days call accounts - - - - - - - -
Total 401 1.950.09€ 7.027.744 1.094.377 592.317 212.288 6.409 10.883.63¢
Foreign currency

Deposits 49 188.829 964.652 96.694 39.610 86.243 - 1.376.077

Interbank deposits 1 135.936 - - - - - 135.937

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

Precious metal - 12 3.451 210 288 516 - 4.477
Total 50 324.777 968.103 96.904 39.898 86.759 - 1.516.491
Grand total 451 2.274.875 7.995.847 1.191.281 632.215 299.047 6.409 12.400.12%
Prior Period Time deposits

Demand Uptol Upto3 Upto 6 Uptol Morethan Cumulative
Account name deposits month months months Year 1 year deposit Total

TRY

Bankdeposits 280 202.089 172555 13.676 108 - - 388.708

Saving deposits 3 55.597 2.780.433 99.268 23.916 21.934 4967 2.986.11¢

Public deposits 95 100.802 245779 43.461  283.028 2.336 - 675.501

Commercial deposits 9 367.784 1.540.23t 163.197 114.280 16.419 - 2.201.924

Other deposits - 44.623 526.035 76.410 57.448 1.280 - 705.796

7 days call accounts - - - - - - - -
Total 387 770.895 5.265.037 396.012 478.780  41.969 4.967 6.958.047
Foreign currency

Deposits 12 45.647 675.336  42.633 48.137  47.889 - 859.654

Interbank deposits 5 141.429 - - - - - 141.434

7 days call accounts - - - - - - -

Precious metal - 20 835 66 109 198 - 1.228
Total 17 187.096 676.171  42.699 48.246  48.087 - 1.002.31¢€
Grand total 404 957.991 5.941.20€ 438.711 527.026  90.056 4.967 7.960.36Z
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SECTION V: EXPLANATIONS AND NOTES RELATED TO THE UNCONSOLIDATED

FINANCIAL STATEMENTS (continued)

V. EXPLANATIONS AND NOT ES RELATED TO THE STATEMENT OF PROFIT OR

LOSS (continued)
(©)] a) Information ortrading profit/loss
Current Period Prior Period
Profit 26.710.71C 16.051.593
Profit from the capital markétansactions 37.285 21.888
Profit on derivative financiaransactions 5.398.322 1.969.141
Foreign exchange gains 21.275.103 14.060.564
Loss(-) 28.556.435 15.991.763
Loss from the capital mark&tansactions 5.879 9.297
Lossfrom derivative financiatransactions 5.450.880 1.666.043
Foreign exchange losses 23.099.676 14.316.423
4 Information on other operating income:
Current Period Prior Period
Adjustments for prior period expenses 1.764.202 279.506
Income from the asset sale 44.058 51.982
Rent income 19.719 17.292
Other income 43.753 25.460
Total 1.871.732 374.240
5) Impairment losses on loans and other receivables
Current Period Prior Period
Expected Credit Logs 2.482.77 911.90°
12 Month Expected Credit Loss (Stage 1) 263.58! 129.27¢
Significant Increase in Credit Risk (Stage 2) 179.37! 207.98:
Noni Performing Loans (Stage 3) 2.039.81 574.64¢
Marketable Securities ImpairmeRtovision - -
Financial Assets at Fair Value through Profit or Loss - -
Financial Assets at Fair Value through Other Comprehensive Incon - -
Impairment losses from associates, subsidiaries, jointly contretitties - -
Associates - -
Subsidiaries - -
Joint Ventures - -
Other 47¢ 103.33¢
Total 2.483.24: 1.015.24.
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SECTION V: EXPLANATIONS AND NOTES RELATED TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS (continued)

V. EXPLANATIONS AND NOT ES RELATED TO THE STATEMENT OF PROFIT OR
LOSS (continued)
(6) Information on other operating expenses:
Current Period Prior Period
Reserve for employee termination benefits 53.223 53.477
Bank social aid provision fund deficit provisior - -
Fixed assetsnpairment expense - -
Depreciation expenses of fixed assets 163.334 57.617
Intangible assets impairment expense - -
Goodwill impairment expense - -
Amortization expenses of intangible assets 20.481 25.250
Impairment expense for equity shares subjec - -
Impairment expense of assets that will - -
Amortization expenses of assets that will 5.315 7.394
Impairment expense for property and equipm - -
Other operating expenses 877.925 1.064.759
Leasing Expenses on TFRS 16 Exceptions 42.807 131.333
Maintenance expenses 23.494 15.403
Advertisement expenses 95.489 78.965
Other expenses 716.135 839.058
Loss on sales of assets 24 21
Other 501.761 184.990
Total 1.622.063 1.393.508
@) Information on profit/loss from continuing and discontinued operations before taxes:
The Bankds income before tax is due from cont
consists TRY3.995.6000f net interest income and TRY.336.403f net fees and commissions
income The profit from continuing operations before tax of Bemk is amounting to TRY
384.091
(8 Information on tax provisions for continuing and discontinued operations:
For theperiodthenended30 June 201%th e Bankdés tax pr ov23%346 n amo
consists of TRY6.423 of current tax chargand TRY 519.4520f deferred taxcharge, TRY
757.2210f deferred tax income.
9 Information on net operating income/expense from continuing and discontipaedations after
tax:
For the period ended 30 JuP@19, net opetiang income after tax is TR$15.437
(10) Information on net Profit or Loss:
a) Income and expenses from ordinary banking operations:
None.
b) Effects of changes in accounting estimates
There is no issue to be disclosed.
(1) Other items irstatement of profit or loss

Theotheritems undeFees and Commissions Received and Fee€ammissions Paid generally
consistof credit card, insurance andtherbankingtransaction commissions
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SECTION V: EXPLANATIONS AND NOTES RELATED TO THE UNCONSOLIDATED

FINANCIAL STATEMENTS (continued)

V. EXPLANATION SRELATED TO THE RISK GROUP OF THE BANK

(2) Vol ume of the Banko6s transactions
as of the periognd, period income and expenses from the risk group

s k

Wi

Information on the.oansoft h e B a rmglowp:s r i

Current period:

t h i

Subsidiaries, associates an Direct or indirect

jointly controlled entities

Other real and legal
shareholders of the persons in the risk

Risk group (joint ventures) Bank group
Cast Non-CasF Casl Non-Cask Cash Non-Casr
Loans anddther receivables
Beginning balance 1.377.51 224.57: - - - -
Closing balance 1.552.91 251.31: - - - -
Interest and commissions
income 67.55¢ 78¢ - - - -
Prior period:
Subsidiaries, associates an  Direct or indirect Other real and legal
jointly controlled entities ~ shareholders of the  persons in the risk
Risk group (joint ventures) Bank group
Casr Non-Cask Casl  Non-Cast Casl  Non-Casr
Loans and other receivable
Beginning balance 967.16: 234.55! - - - -
Closing balance 1.377.51 224.57: - - - -
Interest and commissions
income 20.81( 50¢ - - - -
b) Deposits held by: the Bankds risk group

Subsidiaries, associates ar

Other real and legal

jointly controlled entities

Direct or indirect

persons in the risk

Risk group (joint ventures) shareholders of the Bank group
Current Prior  Current Prior  Current Prior
Deposits Period Period Period Period Period  Period
Beginning balance 2.889.48 2.857.22I - - - -
Closing Balance 3.064.91 2.889.48 - - - -
Interest expensen
deposits 285.12: 185.66¢ - - - -
c) Forward and option contracts and similar

Subsidiaries, associate
and jointly controlled

Direct or indirect Other real and legal

entities shareholders of the persons in the risk
Risk group (joint ventures) Bank group
Financial Assets At FV Current Prior  Current Prior  Current Prior
Through Profit And Loss Period Period Period Period Period Period
Beginning balance 109.32: 11.93¢ - - - -
Closing Balance 17.81: 109.32. - - - -
Total Profit/Loss (357, 6C - - - -
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EXPLANATION AND NOTES RELATED TO THE UNCONSOLIDATED FINANCIAL

STATEMENTS FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2019
(Amounts expressed tinousandlurkish Lira (TRY) unless otherwise stated.)

SECTION V: EXPLANATIONS AND NOTES RELATED TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS (continued)

VIl.  EXPLANATION SRELATED TO THE RISK GROUP OF THE BANK (continued)
(2) Disclosures for risk group:

a) Therelations of the Bank with the entities controlled by the Bank and its related parties, regardless
of whether there are any transactions or not:

In the normal course of its banking activities, the Bank conducted various business transactions
with related prties at commercial terms and at rates which approximate market rates.

Brancheof t he Bank are the agency of Hal kinh Si gor
addition, the Banks anintermediary forbrokerages er vi ces of Hal k evat ér é
A. k. within sdOder€ontfr a8rd@ker age

b) Besides the structure of relationship, nature of the transaction, amount and ratio to the total
volume of transactions, amount of major items and ratio to all items, pricing policies and other

factors
% compared to the
amounts in the financial
Amount statements
Cash loans 1.552.917 0,56
Non-cash loans 251.311 0,28
Deposits 3.064.918 1,16
Forward and option contracts 17.811 0,02

Pricing of these transactions are in accordance with the gemigialy policies of the Bank and
are in line with market rates

c) In cases whereby separate disclosure is not necessary, the total of similar items in order to present
the total impact on the financial statements

Explained in b).
d) Transactionsccounted under the equity method

None.

3) Benefits given to the key management personnel:

Benefits given to the key management personnel are 3B¥8as of30 June2019 (30 June
2018 TRY 5.1349.
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SECTION V: EXPLANATION AND NOTES RELATED TO THE UNCONSOLIDATED
FINANCIAL STATEMENTS (continued)

VI.

VII.

EXPLANATIONS RELATED TO THE SUBSEQUENT EVENTS
None.
OTHER EXPLANATI ONS ON THE BANKO6S OTHER ACTI VI

One of the Banko6s former directors has been
by the court in the United States of Ameri cze
involving Iran as of 16 May 2018efendant former director was released19 July 2019. The

appeal process of the case still continues.

The Bank is not a trialist or defendant in this case. The respective court in this trial has not issued
any administrative or monetary decision against the Bank.

The Bank is always sensié in complying with national and international regulations and puts
considerable efforts in improving such compliance policies in line with international standards.

In providing the banking transactions, the Bank is not following the foreign trade dippls;a
mechanisms, methods and systems, other than prevailing banking practices and those adopted by
other banks. Théoreign trade transactions andney transfers are open and transparent, and
easily be monitored by authorities. The Bank will continueatlopt the same policies of
transparency and compliance with international regulations.

The Bank placed a high importance on this m
Department o.
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| SECTION VI: LIMITED REVIEW REPORT H

EXPLANATI ONS ON | NDEPENDE REVIEALREPORDR S 0

The Bankods publicly available unconsol3dated
June2019have been reviewed by DRT Bajémseéz Den
M¢kabvi k AL k. (Member of Deloitte Touche Tohm:
review report date® August2019is presented in front of the financethtements

EXPLANATIONS AND NOTES PREPARED BY THE INDEPENDENT AUDITORS

None.
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SECTION VII: INTERIM ACTIVITY REPORT H

INTERIM PERIOD ACTIVITY REPORT INCLUDED CHAIRMAN OF THE BOARD OF
DI RECTORS AND CEO6S ASSESMENTS FOR THE | NTERI M A

Assessment of Chairman of the Board of Directors
Esteemed Stakeholders,

Economicds influenced by the analysis of financial data as well as by the observation of social conditions
and the complex world of politics. In this sense, we see that 2019 is a very difficult period for economists
with its different variables. Improvements aoddeterioration in trade and political relations between
countries create continuous uncertainty and fluctuation in financial data. Both international investors and
countries waiting for investment are trying to find the best position to protect themselve

In this process, we observe that the Federal Reserve cut interest rates affecting the markets positively. The
European Centr al Bank has taken steps to support
on the exchange rate. It is expecteat tisks in foreign trade will decrease with the bilateral talks between

the United States and China at the G20 summit and the growth expectations of the countries will be
affected positively.

We believe that companies in Turkey should actively motitese developments and turn towards high
valueadded production to meet the external demand, likely to increase in the near future, by balancing
their profit and loss statements. In this period of inflation stabilization, domestic demand will increase
agan ; however, i n the c ooriened growth ktrategy, we heleverthatrourd s e
companies should continue their foreign exchasgming activities.

The fact that SMEs are widespread in our country is an important opportunity in thiodir6 MEs are

able to adapt to international competition more rapidly with their flexible production and financing
conditions. The Turkish banking system, primarily our state banks, while continuing to be the cash
guarantor of SMEs will also be an impamt factor that will contribute to our economic growth.

| believe that we demonstrated our resolve in this matter with the performance we achieved in the first
half of the year. In the second half of the year, we will continue to provide strong supiherbiusiness

world to the extent allowed by the recovering market indicators. Thesfartion agenda and the business
world concentrating on its own agenda will increase the acceleration of economic growth.

In addition to the products and services previde within the scope of our banking activities, we will
continue to support our country through our efforts in line with our social responsibility principle. We
will increase our efforts primarily for the education of children and youth, who areuhddton of our

future, in accordance with the requirements of the modern world, so that they can display their talents in
culture, art and sports.

We are not an institution that establishes temporary relations with our customers based on credit or depos
terms. We strive to develop a trdmsed relationship from generation to generation. We want our youth

to grow with the awareness that this country has a bank dedicated to its nation, just as their families
experienced in the past. They are our hopeye will support their hopes accordingly.

® Interim activity report information concerning amounts are unconsolidated and full TRY unless otherwise stated.
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SECTION VII: INTERIM ACTIVITY REPORT (continued) H

INTERIM PERIOD ACTIVITY REPORT INCLUDED CHAIRMAN OF THE BOARD OF
DI RECTORS AND CEO6S ASSESMENTS FOR THE | NTERI M A

Assessment of Chairman of the Board of Directors (continued)

Esteemed stakeholders,

As a result of the hard work carried out with of my colleagues, we are already looking forward to
achieving successful results in the second half of the year. Behind our excitement is the desire to take our
country even further together with the tradespeople, artisans and SMEs, remaining agdgesir
supporters. We sincerely thank our valuable stakeholders who share this excitement with us and always
remain by our side.

Respectfully,

R. S¢l eyman ¥ZDKL
Chairman

® Interim activity report information concerning amounts are unconsolidated and full TRY unless otherwise stated.
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| SECTION VII: INTERIM ACTIVITY REPORT (continued) H

INTERIM PERIOD ACTIVITY REPORT INCLUDED CHAIRMAN OF THE BOARD OF
DI RECTORS A NASSEIVENTS FOR THE INTERIM ACTIVITIES (continued)

Assessment of General Manager

Esteemed Stakeholders,

Due to the strength of its financial infrastructure, Turkey was one of the countries who dealt most
effectively with the pressure that global instapitreated on financial markets in the first half of the year.

The strict fiscal discipline measures taken to achieve the economic indicator targets yielded very positive
results. Our country has entered the second half of the year even more optignisticall

The interest rate cut led by the Central Bank has been a significant development towards achieving our
growth targets. The |l oosening of developed counft
domestic developments, will cause financing castsontinue to decline in the upcoming period, which

will ensure the continuation of the fall in credit interest rates.

This process wil!/l further increase our compani e:
from it. On the other hand, i& important to note that Halkbank met the needs of its customers even in

the periods when funding resources were tight and financial fluctuations were the highest. It is widely
known that Halkbank implemented a strong risk management approach and wiflecbimarket risks

to its customers thanks to the knowledge accumulated by its experienced staff and the visionary attitude

of the public institutions it is affiliated with.

In line with this understanding, we introduced innovative products in thedeg@rter of the year that

will encourage our stakeholders to invest in the Turkish lira. We believe these products, created by
considering the improvements in the financial data, will both increase the returns of our depositors and
also provide conveniee to our customers who are considering taking out a house loan.

In the first two quarters of the year, we added value to the Turkish economy with our products supporting
exportsandvaluaedded producti on, primarily t Naue KORArME Fi n
The KVME Finance Package is one of the innovatiyv
period in order to reduce the current account deficit and encourage-agilad technology
manufacturers, and is an important step towardsdwanced, Efficient and National Industry. As part of

the program, financial support is provided to companies with investments in machine manufacturing and
raw material and intermediate goods manufacturing, and domestic manufacturers are supported in terms
of producing highly importiependent products domestically.

While diversifying our practices directed towards different sectors, we did not neglect fieldwork and
organized special studies especially for companies that carry out their activities iizegtgadustrial

zones. In this context, in the second quarter of the year, we visited OlZs in Corum, Kayseri, Samsun,
Antalya, Denizli and Istanbul and met with the company representatives. We listened to the demands and
expectations of the companies iregle provinces in order to increase their production and export
capacities. We will remain in touch with the business world in the second half of the year as well and
continue to introduce our new products to companies.

® Interim activity report information concerning amounts are unconsolidated and full TRY unless otherwise stated.
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| SECTION VII: INTERIM ACTIVITY REPORT (continued) H

I INTERIM PERIOD ACTIVITY REPORT INCLUDED CHAIRMAN OF THE BOARD OF
DI RECTORS A NASSEIVENTS FOR THE INTERIM ACTIVITIES (continued)

Assessment of General Manager (continued)

Esteemed Stakeholders,

At the end of this period, in which we were in constant contact with our customers, Halkbank continued
to grow while maintaining its balanskeet quality. In this period, our total loans, including cash and non
cash loans, reached 377.6 billion TRY, up by 10.4 percent compared tergka018. Likewise, our
commercial loans, including SME loans, reached 241.3 billion TRY, up by 13 pertehis process,

our artisan loan balance reached 40.8 billion TRY. As of the end of the second quarter, our asset size
reached 429 billion TRY, an increase of 13.4 percent compared teryg@018.

While we perform a strategic responsibility for our mmmy during this process, we are also working on

new soci al responsibility projects. We believe w
with the projects that expand the work we do as part of our communication activities. We want to carry

the value we add to our country to every aspect of life, by conducting special studies especially for our
children and young people. While we will continue to work devotedly in the next period, the support of

our valuable stakeholders will be our greasestrce of strength.

Respectfully,

Osman Arslan
General Manager

® Interim activity report information concerning amounts are unconsolidated and full TRY unless otherwise stated.
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H SECTION VII: INTERIM ACTIVITY REPORT

(continued)

INTERIM PERIOD ACTIVITY REPORT INCLUDED CHAIRMAN OF THE BOARD OF

DI

RECTORS AND CEO6S ASSESMENTS FOR THE
Major Unconsolidated Financial Information

Summary Balance June December
Sheet Million TRY) 2019 2018 Change (%)
Total Assets 428.974 378.422 13,4
Loans 286.819 259.074 10,7
TRY 196.443 174.100 12,8
FC 90.377 84.974 6,4
Marketable Securities 99.194 74.557 33,0
Deposit 263.580 248.855 59
TRY 127.871 140.018 (8,7)
FC 135.709 108.837 24,7
Total Equity 29.575 29.021 19
Summary Statement of Profit June June
or Loss (Million TRY) 2019 2018 Change (%)
Interest Income 22.892 14.806 54,6
On Loan 17.738 12.236 45,0
On Securities 4.808 2.268 112,0
Interest Expense 18.896 10.681 76,9
On Deposit 12.400 7.960 55,8
Net Interest Income 3.996 4,124 3,1)
Net Fee and Commission 1.336 907 47,3
Net Profit 615 1.903 (67,7)
June December
Ratio (%) 2019 2018
Cash Loans/Total Asset 66,9 68,5
Non-Performing Loans/Total Cash Loans (Gros 4,0 3,3
Demand Deposit/Total Deposit 19,4 21,1
Loan/Deposit Ratio 108,8 104,1
Average Return on Asset (ROA) 0,3 0,7
Average Return on Equity (ROE) 4,2 9,3
Capital Adequacy Ratio 14,6 13,8
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SECTION VII: INTERIM ACTIVITY REPORT (continued) H

INTERIM PERIOD ACTIVITY REPORT INCLUDED CHAIRMAN OF THE BOARD OF
DI RECTORS AND CEOOG6S ASSHBSTHEMNACTIVIFIES(coitikugd)

2019 Second Quarter Interim Developments

Significant Developments

A During the quarter, our Bank issued bonds with a total nominal value of 2,874,900,000 Turkish Lira,
and inflationprotected bonds with a nominal value oD3#0,000 Turkish Lira, and repo indexed
yield protected bonds with a nominal value of 1,000,000,000 Turkish Lira to qualified investors. In
addition, as a result of the bobkilding carried out on June 1IB, 2019, the Bank issued CPI
indexedyield proected bonds with a nominal value of 500,486,580 Turkish Lira and wittddy2

term.

A A subordinated loan agreement of Euro 900,000,000 to be included in the Additional Tier 1 Capital
calculations in accordance witBhArehol deiwsof Et
Banksd with a prepayment option available at t
and the first interest payment due in five yea
ve Denge Alt Fonu, whichipart of T¢rkiye Varl ek Fonu Y°net

dated April 19, 2019.

A To protect the value of our shareholderso inve
shares, under the Communiqué on Backed Shares, the Board of Qiters of the Bank decided
to repurchase publicly traded shares with a nominal value of 70,000,000 Turkish Lira, which
corresponds to 7,000,000,000 shares and valued at a maximum of 450,000,000 Turkish Lira.
Accordingly, a total of 4,797,684,500 shares wegurchased in this period, which corresponds to
47,976,845 Turkish Lira in nominal value.

New Products and Campaigns

A ATCCI Support Credito was established to meet
companies, in line with the protocol signeetween the Bank and Tunceli Chamber of Commerce.

A To strengthen the competitiveness and sustainability of SMEs and to promote entrepreneurship
culture, the Bank and the Credit Guarantee Fund (CGF) signed the CGF Support Loan Indemnity
Protocol and COSMEJQompetitiveness of Enterprises and Small and Mesdiined Enterprises).

A To commemorate the Banko6s 81st anniversary, w
meet the cash needs of our customers.

Social Responsibility Projects and Activities

A The Bark sponsored the HildlAhmer Collection of crescent designs, organized by the Turkish Red
Crescent in honor of its 150th anniversary.

A The Bank sponsored the 10th Energy Efficiency Forum and Fair. Many national and international
companies involved in ergy efficiency exhibited their products at the event.

A The Bank sponsored the seventh International Conquest Cup held by the Presidency, attended by
more than 600 national and international athletes from more than 40 countries.

A The Bank sponsored tWéorld Rafting Championships, which was held at Munzur River in Munzur
Valley National Park and attended by many international athletes.

A The Bank sponsored the Machinery Summit organized by the Turkish Machinery Federation.

® Interim activity report information concerning amounts are unconsolidated and full TRY unless otherwise stated
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