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INDEPENDENT AUDITOR’S REPORT

To the Board of Managers of Bank Mellat, Head Office: Tahran-iran Istanbul Turkey Main, Ankara and [zmir
Branches:

Report on the Financial Statements

We have audited the accompanying financial statements of Bank Mellat, Head Office: Tahran-iran istanbul-
Turkey Main, Ankara and {zmir Branches (“the Branch™), which comprise the balance sheet as at 31
December 2016, and the statement of income, statement of income and expense items accounted under
shareholders' equity, statement of changes in shareholders’ equity and statement of cash flows for the year
then ended, and a summary of significant accounting policies and other explanatory information.

The Branch Board of Managers’ Responsibility for the Financial Statements

The Branch Board of Managers is responsible for the preparation and fair presentation of the financial
statements in accordance with “the Banking Regulation and Supervision Agency (“BRSA”) Accounting and
Reporting Regulations” including the regulation on “The Procedures and Principles Regarding Banks’
Accounting Practices and Maintaining Documents” published in the Official 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 Turkish Accounting
Standards for the matters not legislated by the aforementioned regulations, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with the regulation on “Independent Auditing of Banks™ published in the Official Gazette
dated 2 April 2015 with No. 29314 and Independent Auditing Standards which is a part of Turkish Auditing
Standards published by the Public Oversight Accounting and Auditing Standards Authority (“POA”). Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

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

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

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee (“DTTL"), its network of member firms, and their
related entities. DTTL and each of its member firms are legally separate and independent entities. DTTL (also referred to as "Deloitte Global') does not provide
services to clients. Please see www.deloitte.com/about to learn more about our global network of member firms.

© 2016. For information, contact Deloitte Touche Tohmatsu Limited.



Deloitte.

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of Bank
Mellat, Head Office: Tahran-Iran Istanbul-Turkey Main, Ankara and Izmir Branches as at 31 December 2016,
and of its financial performance and its cash flows for the year then ended in accordance with the BRSA
Accounting and Reporting Regulations.

Report on Other Legal and Regulatory Requirements

In accordance with paragraph four of the Article 402 of the Turkish Commercial Code No. 6102 (*TCC”),
nothing has come to our attention that may cause us to believe that the Branch’s set of accounts for the period
1 January-31 December 2016 does not comply with TCC and the provisions of the Branch’s articles of
association in relation to financial reporting.

In accordance with paragraph four of the Article 402 of TCC, the Board of Managers provided us all the
required information and documentation with respect to our audit.

Additional paragraph for English translation

The effect of the differences between the accounting principles summarized in Section 3 and the accounting
principles generally accepted in countries in which the accompanying financial statements are to be distributed
and International Financial Reporting Standards (“IFRS”) have not been quantified and reflected in the
accompanying financial statements. The accounting principles used in the preparation of the accompanying
financial statements differ materially from IFRS. Accordingly, the accompanying financial statements are not
intended to present the Branch’s financial position and results of its operations in accordance with accounting
principles generally accepted in such countries of users of the financial statements and IFRS.

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

[I)
Yaman Polat

Partner

Istanbul, 14 April 2017
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The year end unconsolidated financial report designed by the Banking Regulation and Supervision
Agency in line with Communiqué on Financial Statements to be Publicly Announced and the Related

Policies and Disclosures consists of the sections listed below:

e GENERAL INFORMATION ABOUT THE BRANCH AND HEAD OF BRANCH
o UNCONSOLIDATED FINANCIAL STATEMENTS OF THE BRANCH
e EXPLANATIONS ON THE CORRESPONDING ACCOUNTING POLICIES APPLIED IN THE

RELATED PERIOD

INFORMATION ON FINANCIAL STRUCTURE OF THE BRANCH
EXPLANATORY DISCLOSURES AND FOOTNOTES ON UNCONSOLIDATED FINANCIAL

STATEMENTS

OTHER EXPLANATIONS

INDEPENDENT AUDITOR’S REPORT

The unconsolidated financial statements and the explanatory footnotes and disclosures, unless otherwise
indicated, are prepared in thousands of Turkish Lira, in accordance with the Communique on Banks’
Accounting Practice and Maintaining Documents, Turkish Accounting Standards, Turkish Financial
Reporting Standards, related communiqués and the Banks’ records, have begn independently audited
and presented as attached. ’

g

ziz Akhondi Asl Mohammadhossein Abbasi Alimad Jamehdor Yusuf Cagala
Chairman of the Board =~ Member of the Board of Member of the Board Member of the Board of
of Managers Managers and of Managers Managers and Internal
General Manager Systems Executive

Information related to responsible personnel for the questions can be raised about financial statements:

Name-Surname / Title : Yener Bozkurt / Accounting Department Chief
Phone No :(0212) 279 80 15
Fax No :(0212) 284 62 14

www.mellatbank.com
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BANK MELLAT, HEAD OFFICE: TAHRAN-iRAN ISTANBUL TURKEY MALIN,
ANKARA AND IZMIR BRANCHES

NOTES AND DISCLOSURES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER. 2016

Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL™).

SECTION ONE

GENERAL INFORMATION

L. HISTORY OF THE BRANCH, INCLUDING ITS ESTABLISHMENT DATE, INITIAL LEGAL
STATUS AND AMENDMENTS TO LEGAL STATUS, IF ANY:

Bank Mellat, Head Office: Tahran-[ran Istanbul Tiirkive Main, Ankara and Izmir Branches (“the
Branch™), which is based in Tahran, fran, established its branches in Istanbul, Ankara and Izmir on
18 August 1981, 23 February 1984 and 16 January 1992, respectively. The branches are registered under
the scope of Foreign Capital Encouragement Law No. 6224, which permits the transfer of distributable
profits to the Headquarter. The branches started operations after getting the approval from the Treasury
Undersecretariat in April 1982, May 1985 and October 1992, respectively.

II. EXPLANATION ABOUT THE BRANCH’S SHAREHOLDING STRUCTURE,
SHAREHOLDERS WHO INDIVIDUALLY OR JOINTLY HAVE POWER TO CONTROL THE
MANAGEMENT AND AUDIT DIRECTLY OR INDIRECTLY, CHANGES REGARDING
THESE SUBJECTS DURING THE YEAR, IF ANY, AND INFORMATION ABOUT THE
CONTROLLING GROUP OF THE BRANCH:

The shareholding structure of the main shareholder of the Branch — Bank Mellat Tahran, Iran, is as

foliows:
31 December 2016‘ 31 December 2015
Shareholders (**)Share Percentage (%) (*)Share Percentage (%)
Justice share recipients (provincial investors) 30,00 30,00
lamic Republic of Iran 17,00 18,95
Saba Tamin Investrent Co. 8,71 9,91;
Bank Meliat’s Staff Future Security Fund 6,45 6,99
Social Security Organisation of Iran 3,81 3,81
Mellat Financial Group Co. 3,40 3,43
Other Shares Quoted on Stock Exchange 30,63 26,91
Total 100,00 100,000

© Shareholding structure of the Bank Mellat of Tehran-Iran as of 31 December 2015 which has been
issued by Stock and Shares Office, has been reported to the BRSA (Banking Regulation and Supervision
Agency) in the statement dated 11 January 2016 and with No. 236.

") Shareholding structure as of 31 December 2016, announced by the Bank Mellat General Directorate
of Financial Affairs, Stock Exchange and Shareholders of Iran.




BANK MELLAT, HEAD OFFICE: TAHRAN-IRAN ISTANB

ANKARA AND IZMIR BRANCHES
NOTES AND DISCLOSURES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

Unless otherwise stated amounts are expressed in thousands of Turkish Lira “TL™).

UL TURKEY MAIN,

.

Iv.

GENERAL INFORMATION (Continued)

EXPLANATION ABOUT THE BRANCH’S CHAIRMAN AND MEMBERS OF THE BOARD
OF MANAGERS, MEMBERS OF THE AUDIT COMMITTEE, PRESIDENT AND
EXECUTIVE VICE PRESIDENTS, ANY CHANGES, AND THE INFORMATION ABOUT
THE BRANCH SHARES THEY HOLD:

of

Title

Chairman of the Board of
Managers:

Members of Board
Managers:

Assistant General Manager /

Vice General Managers:w

INFORMATION ON SHAREHOLDERS HAVING QUALIFIED SHARES:

Explanations of shareholders and entities that have share in the ca

Name

Aziz Akhondi Asl

Mchammadhossein Abbasi

Ahmad Jamehdor
Yusuf Cagala

Ahmad Jamehdor

Nader Motedaien

which has all of the capital of the company;

Responsibility Education
Chairman Under Graduate
Genel Midtir Under Graduate
Member Under Graduate
Internal Audit, Member of  Under Graduate
Internal Control and Risk

Management

Financial Controlling, Under Graduate
Treasury, Accountancy,

Human Resources,

Information Systems,

Adminisirative and

Operations Assistant

General Manager

Current Accounts Under Graduate

Responsible Assistant

General Manager

pital of Bank Mellat Tahran Iran,

31 December 2016
Name/Commercial Title Share amounts| Share percentage; Paid-in capital| Unpaid portion
Justice share recipients (provincial investors) 60.000 %30,00 60.000 i
[slamic Republic of Iran 34.000 %1700 34.000 -
31 December 2015
IName/Commercial Title Share amounts; Share percentage| Paid-in capital| Unpaid portion
Justice share recipients (provincial investors) 47.074 30,00% 47.074 4
Islamic Republic of Iran 29.735) 18,95% 29.923

BRIEF INFORMATION ON THE BRANCH’S SERVICES AND AREAS OF OPERATION:

The Branch operates in banking services and its core business activity is financing the commercial
activities between The Republic of Turkey and Islamic Republic of Iran.

As of 31 December 2016, the Branch has 50 employees (31 December 2015: 48 employees).

2



BANK MELLAT, HEAD OFFICE: TAHRAN-IRAN ISTANBUL TURKEY MAIN,
ANKARA AND iZMiR BRANCHES

UNCONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2016

Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL”).

SECTION TWO
UNCONSOLIDATED FINANCIAL STATEMENTS

1. BALANCE SHEET (STATEMENT OF FINANCIAL POSITION)

CURRENT PERIOD PRIOR PERIOD
ASSETS Note 31 December 2016 31 December 2015
T FC| Total TL)| FC Total|
I CASH AND BALANCES WITH CENTRAL BANK (I-a) 22,233 52,679 74.912 14388 41.757 44245
FINANCIAIL ASSETS AT FAIR VALUE THROUGH PROFIT OR
Ir. LOSS (Net) (I-h} - - - - - -
2.1 Trading Financial Assets - - - - - -
2,11 Public Debt Securities - - - - - _
212 Share Cenlificates - - - - - -
213 Trading Derivative Financial Assets - - - - - -
214 Other Marketable Securitics - - - - - _
22 Financial Assets Desipnated at Fair Value through Profit ar Loss - - - - - -
2.2.1 Public Debt Securities - - - - - -
222 Share Certificates - - - - - _
223 Loans - - - - - -
224 Other Marketable Securities - - - - - -
jir BANKS {I-¢) 47.961 152.774] 200.735 34,070 81.831 116.001
V. MONEY MARKETS E R ] 7201 ] 7207
4.1 Interbank Money Market Placements E R | 7.201 - 720}
4.2 Receivables from Istanbul Stock Exchange Money Market : E - - - - -
43 Receivables from Reverse Repurchase Apreements - B - - - -
V. AVAILABLE-FOR-SALE FINANCIAL ASSETS (Net) (I-d) 232561 = 232.551 152216 = 152,216
51 Share Cerntificates 654 R 654 727 E 727
5.2 Public Debt Securities 60.904] B 60,504 146.573] | 146,573
33 Other Marketable Securties 171.003 e 171.003 4.916 | 4914
Y. LOANS AND RECEIVABLES (I-e) 6.33% 1.126 7964 9.033] 1.423 10.456
6.1 Loans and Receivables 2.668! L126 .79 4.576) 1.423 5999
6.1.1 Bank’s Risk Group 74 R 74 58] . 5]
6.12 Public Pebt Securties N N R
6.1.3 Othzr 2,594 1.128] 3.720 4518 1.423, 5941
62 Non-Performing Loans 6.957 - 6957 7.613 - 7.613
6.3 Specific Pravisions () 2.787) - (2.787) (3.156) - (3.156)
VIL FACTORING RECEIVABLES R R - ] | ]
YIIL. HELD-TO-MATURITY SECURITIES (Net) (L} E - R N N N
3.1 Public Debt Secunties . E - E B ] ]
8.2 Other Marketable Securities . o ] ] . 1
IX. INVESTMENTS IN ASSOCIATES (Net) (I-h) | B ] K E N
9.1 Consolidated Based on Equity Method - - . ] R R
9.2 Unconsolidated 4 - E E - |
5.2.1 Financial [nvestments in Assaciates i E K E ] -
9.2.2 Non-Finaneial Investments in Associates B E E E E .
X. SUBSIDIARIES {(Nct) {I-i) . o ] ] ] ]
0.1 Unconsolidated Financial Subsidianies R E E R K i
0.2 Uneonsolidated Non-financial Subsidiaries ] E 4 o ] ]
XI. ENTITIES UNDER COMMON CONTROL (JOINT VENT.) (Net) (-} e r - g - R
1.1 Consolidated Based on Equity Method E - - ] - ]
11.2 Unconsolidated E - - E - R
11.2.1 Financial Joint Ventures ] B E K - ]
11,22 Non-Financial Jeint Ventres K J i N = ]
XIIL FINANCIAL LEASE RECEIVABLES {Net) [{25) - - E R - N
12,1 Financial Lease Receivables ] ) ] B ] N
2.2 Operating Lease Receivables ] i E B | ]
2.3 Other 3 ] N K = ]
3.4 Uneamed Income [} E ] ] K E 7
XIII. BEDGING DERIVATIVE FINANCIAL ASSETS (D - - = E - .
13.1 Fair Yalue Hedge 1 E 1 0 K ]
13.2 Cash Flow Hedge E i E J E N
13.3 Foreign Net Investment Hedpe ] o ] ] R R
XTIV, TANGIBLE ASSETS (Net) (L-mn} 8226 - 8.22¢ 8,430 - 8.48
p4TA INTANGIBLE ASSETS (Net) (I-n) 358 3 388 73 K 73
15,1 Goodwill E ] ] K - i
15.2 Gther 388 - 338 73 - 73
XVI. INVESTMENT PROPERTY {Net) (-0} b = = E - ]
XVIIL TAX ASSET (I-p) 698 R 698 724 - 724
7.1 Current Tax Asset 4 E 4 N N
7.2 Deferred Tax_Asset 698 | 608 T4 K 724
ASSETS HELD FOR RESALE AND RELATED TO
XVIIL DISCONTINUED OPERATIONS (Net) {l.) - R R - - 4
18.1 Held for Sale Purposes E ] ] R ] ]
18.2 Related to Discontinued Operations E p ] R ] ]
XIX. OTHER ASSETS (I-5) 527 121 648 657 435 1.092
TOTAL ASSETS 319.432| 206,700 526132} 2]5.042| 125446 340488

The accompanying explanations and notes form an integral part of these financial statements.




BANK MELLAT, HEAD OFFICE: TAHRAN-IRAN iSTANBUL T
ANKARA AND iZMIiR BRANCHES
UNCONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2016

Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL™),

URKEY MAIN,

L BALANCE SHEET (STATEMENT OF FINANCIAL POSITION)

CURRENT PERIOD PRIOR PERIOD
LIABILITIES Note 31 December 2016 31 December 2015
TL FC Total TL FC Total
I DEPOSITS (II-a) 99.964 175.627 275,591 21.792 103.287 125.079
1.1 Deposits of Bank’s Risk Group 56.340 52,561 108.901 10.493 73.203 B3.696
1:2 Other 43,624 123.066 166.690 11.299 30.084 41.383
1L TRADING DERIVATIVE FINANCIAL LIABILITIES (I-b) - - - - - -
Im. FUNDS BORROWED (O-c) - - - - - .
v, MONEY MARKETS - B - - - -
4.1 Funds from Interbank Money Market - - - - - -
4.2 Funds from Istanbul Stock Exchange Money Market - - - - - -
4.3 Funds Provided Under Repurchase Ag; - - - - - -
V. MARKETABLE SECURITIES ISSUED (Net) - - - - - -
5.1 Bills ] - - . B - -
3.2 Asset Backed Securities - - - - - -
53 Bonds - - - - - -
Y1 FUNDS - - - - - -
6.1 Bormower Funds - - - - - -
6.2 Other - - - - - -
VIL SUNDRY CREDITQRS 1.245 464 1.709 413 566 979
VIII, OTHER LIABILITIES (O-d) 1316 187 1.503 1.285 11 1.296
IX. FACTORING PAYABLES - - - - - -
X. FINANCIAL LEASE PAYABLES (Net) (II-¢) - - - - - -
10.1 Financial Lease Payables B - - . - -
10.2 Operational Lease Payables - - - - - N
10.3 Other - - . - - B
10.4 Deferred Financial Lease Expenses ( - - - - - - _
XI. HEDGING DERIVATIVE FINANCIAL LIABILITIES (1I-f) - - - - - -
11.1 Fair Value Hedge - - - - - .
11.2 Cash Flow Hedge B - - . - N
11.3 Foreign Net Investment Hedpe - - - - - -
XIL PROVISIONS (d-g) 3.623 126 3.749 2.464 1.902 4,366
12.1 General Loan Loss Provision 1,763 32 1.797 463 1.824 2287
12.2 Restructuring Provisions - B - - - N
12.3 Reserve for Employee Rights 1.734 - 1.734 1.801 - L3
12.4 Insurance Technical Provisions (Net} - - . - - B
12.5 Orher Provisions 124 94 218 200 78 278
XIIT, TAX LIABILITY (II-h) 3.608 - 3.608 167 - 767
13.1 Current Tax Liability 3.608 - 3.608 767 - 767
13.2 Deferred Tax Liability - - - - - .
PAYABLES RELATED TO ASSETS HELD FOR SALE
XIV. AND DISCONTINUED OPERATIONS (Net) {O-i) - - - - . -
14.1 Held for Sale - - - - - -
14.2 Discontinued Operations - - - - - -
XV. SUBORDINATED LOANS (1) . - . . N N
XVI, SHAREHOLDERS' EQUITY (II-k) 239972 - 239,972 208.001 - 208.001
16.1 Paid-in capital 200.000 - 200.000 156,914 - 156.914
16.2 Capital Reserves (422) - (422) {1.090) - (1.090)
16.2.1 Share Premium - - - - - -
16.2.2 Share Cancellation Profits - - - - - -
16.2.3 Marketable Securities Valuation Differences () {169) - (169) {781) - (781)
16.2.4 Tangible Asscts Revaluation Differences - - - - N -
16.2.5 Intangible Assets Revaluation Differences - - - - - -
16.2.6 Revaluation differences of investment property - - - - - -
Bonus Shares from Investments in Associates, Subsidiaries
16.2.7 and Joint Ventures (Business Partners) - . . - - .
16.2.8 Hedging Funds (Effsctive Portion) - - - - - -
Accumulated valuation differences from assets held for sale
16.2.9  [and from discontinued operations - - - . - -
16.2.10  |Other Capital Reserves (253) - (253) (309) - (309)
16.3 Profit Reserves 724 - 724 1352 - 1352
16.3.1 Lepl Reserves - - - - B -
16.3.2 Status Reserves - - - - - -
16.3.3 Extraordinary Reserves 724 - 724 1,352 - 1.352
16.3.4 Other Profit Reserves - - - - - _
16.4  |Profit or (Loss) 39.670 - 39.670 50.825 - 30.825
16.4.1 Prior Years' Income or (Loss) 11.302 - 11,302 39.394 - 39.394
16.4.2 Currerd Year Income or (Loss) 28.368 - 28.368 11.431 - 11.431
TOTAL LIABILITIES 349.728 176.404 526.132 234.722 105.766 340.488

The accompanying explanations and notes form an integral part of these fipancial statements,




BANK MELLAT, HEAD OFFICE: TAHRAN-IRAN iSTANBUL TURKEY MAIN,
ANKARA AND IZMIR BRANCHES

UNCONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMRBER 2016

Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL>).

1L

STATEMENT OF OFF-BALANCE SHEET CONTINGENCIES AND COMMITMENTS

OFF-BALANCE SHEET COMMITMENTS

Note

CURRENT PERIOD
31 December 2016

PRIOR PERIOD

31D

ber 2015

TL

TL]

FC

OFF-BALANCE SHEET COMMITMENTS (I+iI+1I)

4.445

400]

961

-

GUARANTEES AND WARRANTIES

(II}-a-2, 3)

4,365

. 287}

961

Total
4.36;1
424

Letters of Guaraniec

4.365

.287)

650

Guarantees Subject 1o State Tender Law

155

Gug Given for Fortign Trade Ope:

Lol b,

Other Letiers of Guarantee

4.36

3.837)

o P P [ e
bafi] ] d

Bank Acceptances

630

Import Letter of Acceptance

ko’

Other Bank Acceptances
Letters of Credit

3]

311

Documentary Letiers of Credit

311

31

[emp

Ll Wofhali

Other Letters of Cradit

Prefinancing Given as Guarantee

Endorsements

Endorsements o the Centra] Bank of the Republic of Turkey

R’

Orther Endorsements

Securities Issue Purchase Guarantces

Factoring Guarantecs

Other Guarantees

sdadvie

Other Collaterals

rialsleis
1

COMMITMENTS

[ )]

113

=i lafbelly oninfindinf )

113

Imevecable Commitments

Fonward Asset Purchase Commitments

Forward Deposit Purchase and $ales Commitments

Sharc Capitz] Cammitments to Associates and Subsidiaries

g et
1

Loan Granting C. itments

L il Lol bols

Seguritics Underwriting Commitments

pledady

Commitments for Reserve Deposit Requirements

Commi for Cheques

—
LJj

Tax and Fund Liabilitics from Export Commitments

Commitments for Credit Card_Limits

Commitments jor Credf Cards and Banking Services Promotions

Receivables from Short Sale Commitments of Marketable Secusitics

Payables for Short Sale Commitments of Markezble Sacuntics

eig sz 1y

Other Irievocable Commitments

v it H L 00d i i et L i i e i B =1

Revocable Commitments

Revocahle Loan Granling Commitments,

Other Revocable Commitments

DERIVATIVE FINANCIAL INSTRUMENTS

{Hi-ny

Llede )il

' AP T I T T P

Hedging Derivative Finandial Instroments

Transactions for Fair Value Hedge

T ions for Cash Flow Hedge

Transactions far Forejgn Net fnvesinent Hodpe

Trading Transactions

pleba doda ol b

Forward Foraien Cupency Buy/Sell Transactions

Forwerd Forcign Currency Transactions-Buy

Forward Forcign Currency Transactions-Sell

Swap Transactions Related to Foreign Curency and Interest Rates

Foreign Currency Swap-Buy

e e e [T e

tolka fol 2

ade L b fe by flaiada

Mladeiady

' PR T T P T T P

Foreign Currency Swap-Sell

Interest Rate Swap-Buy

Interest Rate Swap-Sell

Foreipn Currency, Interest Rate and Sccurities Options

Foxeign Currency Options-Buy

Fareign Curyency Options-Sell

Interest Rate Options-Buy

Interest Rate Options-Sell

sqadaletelals

.
fo]
sdedadodo e bt da s b b oo b bbb b b Ll L b b Lo b L iSludg,

1
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Sceyritics Options-Buy

_Securities Options-Sell

Fareion Curyency Fuinres

Forcign Currency Futures-Buy

Foreign Currency Futures-Selt
Intérest Rate Futures

Interest Rate Futures-Buy

e el ladeds

sdaelais

RSN N R

Interest Rata Futures-Sell

Other

eiada e ol

CUSTODY AND PLEDGES RECEIVED (IV+V+VT)

70.827,

1.211,03; 1.281.862

76.682i

1.047.25%

ITEMS HELD IN CUSTODY

16 16]

498,

43

Customer Fund and Porifolie Balances

Investment Seewritics Held in Custody

Checks Received for Collection

1 16

23

Commertial Notes Received for Collection

473

Other Assets Received for Callection

Assets Received for Public Offering

Other Items Under Custody

Custodians

PLEDGES RECEIVED

21.614;

180,166 211.780;

14.368

185.830)

Marketable Securilies

Guaranice Noles

8.68

55025, 03,716

7.621

55.857]

Commodity

Waranty

Immovable

12,687

134,820, 147.517,

5.34%

122.504

128.251

Qtbher Pledped Items

230

317 547

1.400]

328

1,728

Pledged ltems-Depository

ACCEPTED INDEPENDENT GUARANTEES AND WARRANTIES

49.213!

1.020.853 1.070.066

61816

. B75.74%

937.564

TOTAL OFF-BALANCE SHEET COMMITMENTS (A+R)

75272

1211018 1367750

£0.082:

1048220

1.125.302|

The accompanying explanations and notes form an integral part of these financial statements.



BANK MELLAT, HEAD OFFICE: TAHRAN-IRAN iSTANB

ANKARA AND IZMIR BRANCHES
UNCONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2016

Unless otherwise stated amounts are expressed in thousands of Turkish Lira “TL™

UL TURKEY MAIN,

HOI. STATEMENT OF INCOME
CURRENT PERIOD PRIOR PERIOD

INCOME AND EXPENSE ITEMS Note (0L/01/2016-31/12/2016); (01/01/2015-31/12/2015)
L INTEREST INCOME (IV-a) 23.097 19.954
L1 Interest on Loans (IV-a-1) 2312 3.230
1.2 Interest Received from Reserve Requircments 428 55
13 Interest Received from Banks (IV-a-2) 6815 3.146
1.4 Interest Received from Money Market Transactions 193 381
1.5 Interest Received from Marketable Securities Portfolio (IV-a-3) 18.348 13.117
L.5.1 Trading Financial Assets - -
1.5.2 Financial Assets at Fair Value Through Profit or Loss - -
1.53 Available-for-sale Financial Assets 18.348 13.117
154 Held-to-Maturity Investments - -
1.6 Financial Lease Incoma - -
L7 Other Interest Income 1 25
1L INTEREST EXPENSE {IV-b) (520) (416)
2.1 Interest on Deposits (Vb9 (518) (416}
2.2 Interest on Funds Bormowed (IV-b-1) - -
23 Interest Expense on Money Market Transactions - -
24 Interest on Securities Issued (IV-b-3) - -
25 Other Interest Expenses (2) -
1, NET INTEREST INCOME (1+ I} 27577 19538
IV. NET FEES AND COMMISSIONS INCOME 9.694 817
4.1 Fees and Commissions Received 9.770 1.080
4.1.1 Non-cash Loans 519 616
412 Other 9.251 464
42 Fees and Cormissions Paid (76) (263)
421 Non-cash Loans Z -
422 Other (76) (263)
. DIVIDEND INCOME (T¥-c) - -
V1. TRADING INCOME/(LOSS) (Net) {IV-d) 6545 2.845
6.1 Trading Gains / (Losses) on Securities - -
6.2 Trading Gains/{Losses) on Derivative Financial Instroments - -
63 Foreign Exchange Gains / (Losses) 6.545 2.845
VIL OTHER OPERATING INCOME (IV-g) 2883 382
VI TOTAL OPERATING INCOME {(IHIVHVHVIHVID) 46.699 23,582
Y. PROVISION FOR LOAN LOSSES AND OTHER RECEIVABLES {-) {IV-f) (1.481) (285)
X. OTHER OPERATING EXPENSES (-} (I¥-g) {9.871) (9.060)
XI. NET OPERATING INCOME/ALOSS) (VII+IX+X) 35347 14.237
XIIL. EXCESS AMOUNT RECORDED AS INCOME AFTER MERGER - -
XIII. GAIN /(LOSS) ON EQUITY METHOD - -
XIV. GAIN / (LOSS) ON NET MONETARY POSITION - -
XV, PROFITALOSS) FROM CONTINUED OPERATIONS BEFORE TAX ES (IV-h) 35347 14237

(XI+.. . +XIV)
XVI. FROVISION FOR TAXES ON INCOME FROM CONTINUING OPERATIONS (%)} (TV-i) (6.979) (2.806)
16.1 Current Tax Provision (7.012) {2.717)
16.2 Deferred Tax Provision 33 (89)
XVIL NET PROFIT/LOSSES FROM CONTINUING OPERATIONS (X vEX V1) 28368 11.431
XVIII, INCOME FROM DISCONTINUED OPERATIONS - -
18.1 Income on assets held for sale - -
8.2 Incowme on sale of associates, subsidiaries and entities under common contmol .

(Joint vent) . B
13.3 Income on other discontinued operations - -
XIX. LOSS FROM DISCONTINUED OPERATIONS (-) - -
19.1 Loss from assets held for sale - -
[9.2 Loss on sale of assaciates, subsidiaries and joindy controlled entities (JToint vent) - -
19.3 Loss from other discontinued opzrations - -
XX. PROFIT /LOSSES BEFORE TAXES FROM DISCONTINUED QOPERATIONS _

(XVII-XIX) -
XXI. PROVISION FOR INCOME TAXES FROM DISCONTINUED OPERATIONS [E5) - R
21.1 Current Tax Provision - -
21.2 Deferred Tax Provision - -
XXIL NETPROFTI/LOSSES FROM DISCONTINUED OFERATIONS (XX3XXT) - -
XXIIL. NET PROFIT/LOSSES (XVII+XXII) {IV-j) 28,368 11431

Eamings/(LLoss) per share - -

The accompanying explanations and notes form an integral part of these financial statements,



BANK MELLAT, HEAD OFFICE: TAHRAN-IRAN ISTANB

ANKARA AND iZMiR BRANCHES
UNCONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2016
Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL").

UL TURKEY MAIN,

IV. STATEMENT OF PROFIT AND LOSS ACCOUNTED FOR UNDER EQUITY
CURRENT PERIOD PRIOR PERIOD
1 Januaary - 1 Januaaxy -
PROFIT AND LOSS ACCOUNTED FOR UNDER EQUITY 31 December 2016 31 Becember 2015

I ADDITIONS TO THE MARKETABLE VALUATION DIFFERENCES FROM THE AVAILABLE

FOR SALE FINANCIAL ASSETS 765 (1.320)
IL TANGIBLE ASSETS REVALUATION DIFFERENCES - -
im. INTANGIBLE ASSETS REVALUATION DIFFERENCES - -
Iv. CURRENCY TRANSLATION DIFFERENCES FOR FOREIGN CURRENCY TRANSACTIONS - -
V. PROFIT OR LOSS ON CASH FLOW HEDGE DERIVATIVE FINANCIAL ASSETS (Effective part of

the fair value differences) - -
VI THE EFFECT OF CORRECTION OF ERRORS AND CHANGES IN ACCOUNTING POLICIES - -
VIL  EFFECTS OF CHANGES IN ACCOUNTING POLICY AND ADJUSTMENT OF ERRORS - -
VIO, OTHER PROFIT AND LOSS ACCOUNTED FOR UNDER EQUITY ACCORDING TO TAS 70 (386)
KX, DEFERRED TAX RELATED TQ VALUATION DIFFERENCES (167) 341
X. NETPROFIT OR LOSS ACCOUNTED DIRECTLY UNDER SHAREHOIDERS’ EQUITY

(. AHIX) 668 (1.365)
XL CURRENT YEAR PROFIT/LOSS 28368 11431
L1 Net change in fair value of marketable securities (transfer to profit-loss) 781 (275}
1.2 Reclassification of cash flow hedge transactions and presentation of the related under income statement - -
L3 Reclassification of foreign net investment hedge transactions and presentation of the related part under income

statement - -
14 Other 27.587 11.706
XII. - TOTAL PROFIT/LOSS RELATED TO THE CURRENT PERIOD (X-XI) 29.036 10.065

The accompanying explanations and notes form an integral part ofthese financial statements,
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BANK MELLAT, HEAD OFFICE: TAHRAN-IRAN ISTANBE

ANKARA AND iZMIR BRANCHES
UNCONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2016

Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL™).

UL TURKEY MAIN,

VI. STATEMENT OF CASH FLOWS
CURRENT PERIOD PRIOR PERIOD

STATEMENT OF CASH FLOWS Note (0170172016 - 31/12/2016) (01/01/2015 — 31/12/2015)
A CASH FLOWS FROM BANKING OPERATIONS
1.1 Operating Profit before changes in operating assets and Liabilities 26.006 5.344
111 Interest received 24,422 19.830
112 Interest paid (512) (464}
113 Dividend received - z
114 Fees and commissions receivad 9.770 1112
115 Other income 116 114
1.16 Callections from previously written-off loans and other recejvables 762 309
117 Payments to personnel and service suppliers (5.925) {6.152)
118 Texes paid (323%) (2.697)
119 Other 2,612 (2.708)
1.2 .Changes in operating assets and liabilities 156,037 3.691
1.2.1 Net {increase) / decrease in trading financial assets - -
122 Net (increase) / decrease in fair velue through profitfloss financial assets - -
123 . Net (increase) / decrease in banks (190) (12)
124 Net (increase) / decrease in loans 1.794 392
1.25 Net (increase) / decrease in other assets 2.398 622
1,2.6 Netincrease in bank deposits 03,452 18,476
127 Net inerease / {decrease) in other deposits 57.278 (13.775)
128 ‘Net (decrease) in funds borrowed Z T
125 Netincrease / (decrease) in payables - Z
1.2.10_} Netincrease in other liabilities 1305 (1.742)
I Net cash provided from banking operations 182,043 13305
B. CASH FLOWS FROM INVESTING ACTIVITIES
IL Net cash provided from Investing activities {78.074) (11.902)

Cash paid for purchase of entities under common control, asscciates and subsidiaries
2.1 {Joint Vent.) - -

Cash obtained from sale of entities under comimon control, associates and subsidiaries
2.2 (Joint Vent.) - -
23 Fixed assets purchases (54) (539}
24 Fixed assets sales 12 -
2,5 Cash paid for purchase of investments available-for-sale (210.858) (115.854)
.6 Cash obtained from sale of investments available-for-sale 133.300 104.491
2.7 Cash paid for purchase of investment securities - -
2.8 Cash obtained fiom sale of investment sccurities - B
2.9 Other 479 -
C. CASH FLOWS FROM FINANCING ACTIVITIES
III. Net cash provided from financing activities 2.9315 -
31 Cash obtained from funds borrowed and securities issued - -
32 Cash used for repayment of funds borrowed and securities issued - -
3.3 Capital increase 2,935 -
34 Dividends paid - -
3.5 Payments for finance leases - -
3.6 Other - z
V. Effect of change in foreign exchange rate o cash and cash equivalenis O3-2) 1.120 3.728
V. Net ingrease in cash and cash equivalents (I+ IT + 1T + V) 108.024 5.131
VL Cash and cash equivalents at beginning of the period OTa) 167.271 162.140
VIL Cash and cash equivalents at end of the perjod (V + VI) (Vl-a) 275295 167.271

The accompanying explanations and notes form an integral part of these financial statements
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BANK MELLAT, HEAD OFFICE: TAHRAN-IRAN ISTANBUL TURKEY MAIN,

ANKARA AND iZMIR BRANCHES

UNCONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2016

Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL™.

VII. PROFIT DISTRIBUTION TABLE

CURRENT PERIQD
(01/01/2016 — 31/12/2016)

PRIOR PERIOD
(01/01/2015 - 31/12/2015)

L DISTRIBUTION OF CURRENT YEAR INCOME

Cument Year Income

35.347

14.237

Taxes And Duties Payable {-)

(6.979)

{2.806)

Corporate Tax {Income tax)

{(7412)

Qnn

Income withhalding tax

o et | b [ i | e
Pofiatboboti
e B

Other taxes and duties

3

(89}

>

NET INCOME FOR THE YEAR (1.1-1,2)

28,368

11431

Prior Year Losses (=)

First Legal Reserves (-)

e i ]
Lhidaits

Gther Statutory Reserves (-)

L

NET INCOME AVAILABLE FOR DISTRIBUTION [(A+(1.3H.4+1 3)]

First Dividend To Shareholders {-)

To Owners Of Ordinary Shares

To Owners Of Preferred Shares

To Owners Of Preferred Shares (Preemptive Rights)

To Profit Sharing Bonds

Lng b U b e

To Holders Of Profit And Loss Sharing Certificates

Dividends To Personnel (=)

Dividends To Board Of Directors (-)

Second Dividend To Shareholders (-)

To Owners Of Ordinary Shares

To Owners Of Preferred Shares

To Owners Of Preferred Shares (Preemptive Rights)

S e P

To Profit Sharing Bonds

To Holders Of Profit And Loss Sharing Certificates

=ie
Siial o]t

Second Legal Reserves (=)

Sttutory Reserves ()

Extraordinary Reserves

(Onher Reserves

ol Fanl Eel o Tt Tt el £l el 2 P P REY (VY (Y Y RPN SRS FRIOR

Ll Leed Ll Ll
o [y e

Special Funds

II. DISTRIBUTION OF RESERVES

2.1 Distributed Reserves

2.2 Second Legal Reserves ()

2.3 Dividends To Shareholders (-)

2.3.1 | ToOwners Of Ordinary Shares

2.3.2 | To Owners Of Preferred Shares

2.3.3 { To Owners Of Preferred Shares

2,34 | ToProfit Sharing Bonds
2.3.5 | To Holders OF Profit And Loss Sharing Cerificates

24 Dividends To Personnel (-)

2.5 Dividends To Board Of Directors (-)

II1. EARNINGS PER SHARE

3.1 To Owners Of Ordinary Shares

3.2 To Owners Of Ordinary Shares { %)

33 To Qwners Of Preferred Shares

3.4 To Owners Of Preferred Shares ( % )

Iv. DIVIDEND PER SHARE

4.1 To Owners Of Ordinary Shares

4.2 To Owners Of Ordinary Shares (% )

4.3 To Owners Of Preferred Shares

4.4 To Owners Of Preferred Shares (% )

Note: As at date of these financial statements, profit distribution for 2016 has not yet been determined.
{*) Deferred tax income is presented under other tax and legal duties. Deferred tax income should be deducted during profit distribution, thus it is

classified under extraordinary reserves,

The accompanying explanations and notes form an integral part of these financial statements
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BANK MELLAT, HEAD OFFICE: TAORAN-IRAN ISTANBUL TURKEY MAIN,

ANKARA AND IZMIR BRANCHES

UNCONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2016
Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL").

VIIL.

CONSOLIDATED FINANCIAL STATEMENTS OF THE BRANCH'S HEADQUARTER

As of 20 March 2016, the financial statements issued b

y the Headquarters of the Branch is presented

below.
BANK MELLAT (IRAN)
CONSOLIDATED COMPARATIVE BALANCE SHEET
(THOUSANDS OF USD)
CURRENT PERIOD PRIOR PERIOD
(20 March 2016) (20 March 2015)(%)
Cash and cash equivalents 840.164 733.043
Central bank 6.665.083 5.234.598
Other assets 51.901.141 39.577.349
Total Assets 59.406.393 45.544.990
Deposits 40.692.776 30.814.499
Other liabilities 15.917.492 12.162.176
Shareholders’ equity 2.796.125 2.568.315
Total Liabilities 59.406.393 45.544.990
BANKMELLAT ( IRAN )
CONSOLIDATED COMPARATIVE INCOME STATEMENT
(THOUSANDS OF USD)
CURRENT PERIOD PRIOR PERIOD
(20 March 2016) {20 March 2015)(*)
Interest and investment income 6.061.741 4.553.691
Interest expense on deposits (1.260.766) (911.530)
Other expenses (4.481.364) (3.170.980)
Other income 1.999.703 1.858.991
Total net income 2.315.314 2.330.172
Personnel and operating expenses {1.968.698) (1.790.185)
Profit before tax 350.616 539.987
Taxes payables (4.827) {(6.042)
Net Profit 345,789 533.945
(*) As restated,
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IIL.

SECTION THREE

EXPLANATIONS ON ACCOUNTING POLICIES
EXPLANATIONS ON THE BASIS OF PRESENTATION:

The preparation of the financial statements and related notes and explanations in accordance with
the Turkish Accounting Standards and Regulation on the Accounting Applications for Banks and
Safeguarding of Documents:

The Branch, financial siatements in accordance with “the Banking Regulation and Supervision Agency
(“BRSA”) Accounting and Reporting Roegulation” which includes the regulation on “The Procedures
and Principles Regarding Banks® Accounting Practices and Maintaining Documents™ published in the
Official 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 Turkish Accounting Standards published by the Public Oversight
Accounting and Auditing Standards Authority for the matters not regulated by the aforementioned
legislations.

EXPLANATIONS ON STRATEGY OF USING FINANCIAL INSTRUMENTS AND FOREIGN
CURRENCY TRANSACTIONS:

The Branch’s operation scope involves all commercial banking operations and business lines described
in the banking legislation.

The Branch invests the funds obtained through fixed rate deposits, loans from Head Office and cash -
guarantees to short-term, high interest bearing and relatively low risk bank placements and credit for
banks. The Branch manages the liquidity risk by providing sufficient cash and cash equivalent sources
for its current and contingent liabilities. In this context, the Branch aims at ensuring a liquidity structure
which matches liabilities due. ,

The Branch protects itself from interest rate risk, currency risk and price fluctuations by its investments
in short-term placements and provides cash collaterals.

The Branch takes a position according to the currency basket of the Ceniral Bank of the Republic of
Turkey (“CBRT™) in order to hedge itself against possible foreign exchange risks. The Branch with the
change in the currency system to floating currency, limits the total foreign currency position in
accordance with the legal limits because of the increasing uncertainties in the changing currency path.

As of 31 December 20186, rates used for conversion of foreign currency balances into Turkish Lira are

- TL 3,5192 for USD, TL 3,7099 for Euro and TL 0,03003 for Yen.

EXPLANATIONS ON INVESTMENTS IN ASSOCIATES AND SUBSIDIARIES:

As of 31 December 2016 and 31 December 2015, the Branch has no investments in associates and
subsidiaries.
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EXPLANATIONS ON ACCOUNTING POLICIES (Continued)

Iv.

EXPLANATIONS ON FORWARD TRANSACTIONS, OPTIONS AND DERIVATIVE
INSTRUMENTS:

Derivative instruments are measured at fair value om initia] recognition and are subsequently
re-measured at their fair values. The accounting method for the income or loss arising from derivative
instruments depends on the derivative being used for hedging purposes or not and depends on the type
of the item being hedged. As of 31 December 2016, the Branch has no derivative instruments that
qualify for hedge accounting.

"The Branch bas no forward transactions, options or other derivative instruments.
EXPLANATIONS ON INTEREST INCOME AND EXPENSE:

Interest income and expenses are recognised in the income statement on an accrual basis using the
effective interest method.,

The Branch, ceases accruing interest income on non-performing loans according to the related
regulation.

EXPLANATIONS ON FEE AND COMMISSION INCOME AND EXPENSES:

All fees and commission income/expenses are recognised on an accrual basis, except for certain
commission income and fees for various banking services which are accounted for as income when
collected. Borrowing fees and commission expenses paid to other financial institutions are recognised as
operational costs and recorded using the “effective interest method”. Contract based fees or fees
received in return for services such as the purchase and sale of assets on behalf of a third party or legal
person are recognised as income at the time of collection.

EXPLANATIONS ON FINANCIAL ASSETS:

The Branch classifies and accounts its financial assets as “Fair value through profit or loss”, “Available-
for-sale”, “Loans and receivables” or “Held-to-maturity”. Sales and purchases of the financial assets
mentioned above are recognised at the “seitlement dates™. The appropriate classification of financial
assets is determined at inception according to Branch management’s purpose of purchase.

Financial assets at fair value through profit or loss:

This category has two sub categories: “Trading financial assets”” and “Financial assets designated at fair
value through profit or loss at initial recognition.”

Trading financial assets are financial assets which were either acquired for generating a profit from
short-term fluctuations in prices or dealers’ margin, or are financial assets included in a portfolio in
which a pattern of short-term profit making exists.

Trading financial assets are initially recognised at fair value and are subsequently re-measured at their
fair value. However, if fair values cannot be obtained from the fair market transactions, it is accepted
that the fair value cannot be measured reliably and financial assets are measured using the official
prices announced by the CBRT. All gains and losses arising from these evaluations are recognised in
the income statement. Interest earned while holding financial assets is reported as interest income and
dividends received are included separately in dividend income.
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EXPLANATIONS ON ACCOUNTING POLICIES (Continued)

VI1.

a.

C.

EXPLANATIONS ON FINANCIAL ASSETS : (Continued)
Financial assets at fair value through profit or loss: (Continued)

Derivative financial instruments are classified as trading financial assets unless they are not designated
as hedge instruments.

The Branch has no financial assets designated as financial assets at fair value through profit or loss.

Loans and receivables:

Financial assets that are originated by the Branch by providing money, services or goods to borrowers
are categorised as loans and receivables. Loans and receivables originated by the Branch are carried
initially at cost and subsequently recognised at the amortised cost vahic calculated using the “effective
yield method™.

If the collectibility of any receivable is identified as limited or doubtful by the management through
assessments and estimates; the Branch, as per the provisions “Communiqué Related to Principles and
Procedures on Determining the Qualifications of Banks® Loans and Other Receivables and the Provision
for These Loans and Other Receivables” as published in the Official Gazette dated 1 November 2006
with No. 26333, categorizes them under group III, TV and V loans and provides specific provisions. The
Bank may allocate specific provisions above the minimum rates as provided for the tier of the relevant
loans which are financially weak and/or insolvent loans.

Provision expenses are deducted from the net income for the period. Uncollectible receivables are
written-off after all the legal procedures are finalised. If there is a subsequent collection from a
receivable that was already provisioned in the previous years, the recovery amount is presented in other
income.

Held-to-maturity financial assets:

Held-to-maturity financial assets are assets that are not classified under “loans and receivables” with
fixed maturities and fixed or determinable payments where management has the intent and ability to
hold the financial assets to maturity. Held-to-maturity financial assets are initially recognised at cost,
and subsequently carried at amortised cost using the “effective vield method”, interest earned whilst
holding held-to-maturity securities is reported as interest income. Interest income from held-to-maturity
financial assets is reflected in the income statement.

There are no financial assets that were previously classified as held-to-maturity but which cannot be
subject to this classification for two years due to the contradiction of classification principles.

The Branch has no financial assets that are classified as held-to-maturity as of 31 December 2016 and
31 December 2015.
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EXPLANATIONS ON ACCOUNTING POLICIES (Continued)

VIL

d.

EXPLANATIONS ON FINANCIAL ASSETS : (Continued)

Available-for-sale financial assets:

Debt securities classified as available-for-sale financial assets are subsequently remeasured at fair value.
Unrealised gains and losses arising from changes in the fair value of securities classified as available-
for-sale are recognised in shareholders® equity as “Marketable securities value increase fund”, unless
there is a permanent decline in the fair values of such assets or they are disposed of. When these
securities arc disposed of or impaired, the related fair value differences accumulated in the shareholders’
equity are transferred to the income statement.

EXPLANATIONS ON IMPAIRMENT OF FINANCIAL ASSETS:

Where the estimated recoverable amount of the financial asset, being the present value of the expected
future cash flows discounted based on the “effective interest method”, or the fair value if one exists is
lower than its carrying value, then it is concluded that the asset under consideration is impaired. A
provision is made for the diminution in value of the impaired financial asset and it is charged against the
income for the year.

The principles regarding the accounting of provisions of loans and receivables are explained in detail in
Note VILb. of this section.

EXPLANATIONS ON OFFSETTING FINANCIAL INSTRUMENTS:

Financial assets and liabilities are offset and the net amount is reported in the balance sheet when the
Branch has a legally enforceable right to offset the recognised amounts and there is an intention to
collect/pay related financial assets and liabilities on a net basis or to realise the asset and settle the
liability simultaneously. '

EXPLANATIONS ON SALES AND REPURCHASE AGREEMENTS AND SECURITIES
LENDING TRANSACTIONS:

The Branch does not have any sales and repurchase agreements and securities lending transactions as of
31 December 2016 and 31 December 2015.

Securities subject to repurchase agreements (“repo™) are classified as “Fair value difference through
profit or loss”, “Available-for-sale”™ and “Held-to-maturity” according to the investment purposes of the
Branch and measured according to the portfolio to which they belong. Funds obtained from repurchase
agreements are accounted under “Funds Provided under Repurchase Agreements™ in liabilities and the
difference between the sale and repurchase price is accrued over the life of repurchase agreements using
the “effective interest method™.

Funds given against securities purchased nnder agreements (“reverse repo”) to resell are accounted
under “Receivables from Reverse Repurchase Agreements” in the balance sheet. The difference between
the purchase and determined resell price is accrued over the life of repurchase agreements using the
“effective interest method”.
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EXPLANATIONS ON ACCOUNTING POLICIES (Continued)

XL

XTI

XII1.

ASSETS HELD FOR SALE AND DISCONTINUED OPERATIONS AND EXPLANATIONS ON
OBLIGATIONS RELATED TO THESE ASSETS:

The Branch has no discontinued operations and obligations related to these asstes as at the balance sheet
date (31 December 2015: None),

Assets held for sale consist of property, plant and equipment acquired from impaired borrowers and they
are accounted in non-consolidated financial statements in accordance with "Regulation on Procedures
and Principles for the Exercise of Commodities and Real Estates for Banks' Purchase and Sale of
Precious Metals and Their Receivables" published in the Official Gazette dated November 1, 2006 and
munbered 26333 and dated 24 April 2007 and numbered 26592 Regulation on the Procedures and
Principles for the Existence of Share Certificates™.

EXPLANATIONS ON GOODWILL AND OTHER INTANGIBLE ASSETS:
The Branch has no goodwill as of 31 December 2016 and 31 December 2015.

Intangible assets consist of softwares. The intangible assets are amortized in their useful lifes, between 3
and 5 years, on a straight-line basis. At the balance sheet date TL 159 thousand of amortization expense
(31 December 2015: TL 186 thousand).

EXPLANATIONS ON TANGIBLE FIXED ASSETS: .

Property and equipment is measured at its cost when initially recognised and any directly aftributable
costs of setting the asset in working order for its intended use are included in the initial measurement.
Subsequently, property and equipment is carried at cost less accumulated depreciation and impairment,
if any.

Depreciation is calculated over of the cost of property and equipment using the straight-line method.
The expected useful lives are stated below:

Buildings 50 years
Furniture, fixture and vehicles 5 years

The depreciation charge for items remaining in property and equipment for less than an accounting
period at the balance sheet date is calculated in proportion to the period the item remained in property
and equipment.

Where the carrying amount of an asset is greater than its estimated recoverable amount, it is written-
down immediately to its recoverable amount and the impairment for the diminution in value is charged
to the income statement.

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

Expenditures for the repair and renewal of property and equipment are recognised as expense. The
capital expenditures made in order to increase the capacity of the tangible asset or to increase ifs future
benefits are capitalised over the cost of the tangible asset. The capital expenditures include the cost
components which are used either to increase the useful life or the capacity of the asset or the quality of
the product or to decrease the costs.

There are no pledges, mortgages or purchase commitments on property and equipment as of 31
December 2016 and 31 December 2015.
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EXPLANATIONS ON ACCOUNTING POLICIES (Continued)

XIvV.

XV.

XVIL

EXPLANATIONS ON LEASING TRANSACTIONS:
The Branch has no leasing transactions as of 31 December 2016 and 31 December 2015.
EXPLANATIONS ON PROVISIONS AND CONTINGENT COMMITMENTS:

Provisions and contingent liabilities are accounted in accordance with “Turkish Accounting Standard for
Provisions, Contingent Liabilities and Contingent Assets™ (“TAS 37,

Provisions are recognised when the Branch has a present legal or constructive obligation as a result of
past events, it is probable that an outflow of resources embodying economic benefits will be required to
settle the obligation, and a reliable estimate of the amount of the obligation can be made. The provision
for contingent liabilities arising from past events should be recognised in the same period of occurrence
in accordance with the matching principle. When the amount of the obligation cannot be estimated and
there is no possibility of an outflow of resources from the Branch, it is considered that a “contingent™
liability exists and it is disclosed in the related notes to the financial statements.

EXPLANATIONS ON OBLIGATIONS RELATED TO EMPLOYEE RIGHTS:

a.

Defined Benefit Plans:

Under the Turkish Labour Law, the Branch is obliged to pay a certain employment termination
benefit to the employees who have been retired or whose employment is terminated other than the
reasons specified in the Turkish Labour Law.

In accordance with “Turkish Accounting Standard for Employee Rights” (“TAS 197) the reserve
for employment termination benefits is calculated by using Projection Method based on personnel
service completion time and previous experience gained. The reserve for employment termination
benefits is discounted by the rate of return of the goverment bonds at the balance sheet date,

Branch Management has evaluated the impact of the actuarial profit/loss for calculating the
employment termination benefit on the current balance sheets and recognized the effect in the
statement of income, since it’s not material for the financial statements.

The Branch has no employees who are members of any foundation or likewise corporations.
Defined Contribution Plans:

In accordance with the law the Branch is obliged to pay a contribution fee to Social Security
Institution (“SSI”) on behalf of the employees. The Branch has no other payment obligations to
employees or “SSI”. These contribution fees are reflected to personnel expenses at the date of
accrual,

Short-Term Benefits to Employees:

Vacation fees defined as “Short-Term Benefits to Employees” in accordance with “Turkish
Accounting Standard for Employee Rights” (“TAS 19”) are accrued in the periods that they were
entitled to and they cannot be discounted.
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EXPLANATIONS ON ACCOUNTING POLICIES (Continued)

XVII. EXPLANATIONS ON TAXATION:

a.

Current tax:

“Corporate Tax Law” (“New Tax Law”) No.5520 was taken into effect after being published in the
Official Gazette dated 21 June 2006 No.26205. Many clauses of the “New Tax Law” are effective
from 1 January 2006. According to this Law, the corporate tax rate is 20% for the year 2016 (2015:
20%). Corporate tax is calculated on the total income of the Bank after adjusting for certain
disallowable expenses, exempt income (eg. gain on subsidiaries, investment incentives) and
investments and other allowances (eg. research and development expenses). No further tax is
payable unless the profit is distributed.

Dividends paid to non-resident corporations, which have a place of business in Turkey or are
resident corporations, are not subject to withholding tax. Otherwise, dividends paid are subject to
withholding tax at the rate of 15% after 23 July 2006. An increase in capital via issuing bonus
shares is not considered as profit distribution and thus does not incur withholding tax.

Corporations are required to pay advance corporate tax quarterly at a rate of 20% on their corporate
income. Advance tax is declared by the 14th and paid by the 17th day of the second month
following each calendar quarter end. Advance tax paid by corporations is for the current period is
credited against the annual corporation tax calculated on their annual corporate income in the
following year. Despite the offset, if temporary prepaid tax remains, this balance can be refunded or
used to offset any other financial liabilities to the government.

A 75% portion of the capital gains derived from the sale of equity investments and immovable
properties held for at least two years is tax exempt, if such gains are added to paid-in capital or held
in a special account under shareholders’ equity for five years.

In Turkey, there is no procedure for a final and definitive agreement on tax assessments.
Companies file their tax returns until the twenty fifth day of the following fourth month after the
closing of the accounting year to which they relate.

Tax returns are open for five years from the beginning of the year following the date of filing
during which period the tax authorities have the right to audit tax returns, and the related
accounting records on which they are based, and may issue re-assessments based on their
findings.Under the Turkish Corporate Tax Law, losses can be carried forward to offset against
future taxable income for up to five years. Tax losses cannot be carried back to offset profits from
previous periods.

Deferred tax:

The Branch calculates and accounts for deferred income taxes for all temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in these financial
statements in accordance with “Turkish Accounting Standard for Income Taxes” (“TAS 12). In
the deferred tax calculation, the enacted tax rate, in accordance with the tax legislation, is used as of
the balance sheet date.

Deferred tax liabilities are recognized for all resulting temporary differences whereas deferred tax
assets resulting from temporary differences are recognized to the extent that it is probable that
future taxable profit will be available against which the deferred tax assets can be utilized. The
calculated deferred tax assets and deferred tax liabilities are presented on a net basis in these
financial statements,
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EXPLANATIONS ON ACCOUNTING POLICIES (Continued)

XVHIL

XIX.

XXII.

XXIII

XXIV.

XXV.

EXPLANATIONS ON BORROWINGS:

Trading financial liabilities and derivative instruments are valued at the fair value and other financial
liabilities are carried at amortised cost using the “effective interest method”,

EXPLANATIONS ON ISSUANCE OF SHARE CERTIFICATES:

Direct transaction costs regarding the issuance of share certificatos are recorded under shareholders’
equity after climinating the tax effects. The Branch has no share certificates issued as of 31 December
2016 and 31 December 2015.

EXPLANATIONS ON ACCEPTANCES AND AVAILED DRAFTS:

Avalized drafts and acceptances are the contingent labilities of the Branch and are included in the off-
balance sheet commitments.

EXPLANATIONS ON GOVERNMENT GRANTS:
"The Branch has no government grants at as of 31 December 2016 and 31 December 2015,

EXPLANATIONS ON PROFIT RESERVES AND PROFIT APPROPRIATION:
Retained earnings are available for profit distribution, subject to the written permission of BRSA.
EXPLANATIONS ON EARNINGS PER SHARE:

Eamings per share disclosed in the income statement is calculated by dividing net profit for the year to
the weighted average number of shares outstanding during the period concerned. In Turkey, companies
can increase their share capital by making a pro-rata distribution of shares “bonus shares” to existing
shareholders from retained earnings. Such “bonus shares” distributions are treated as issued shares in
earnings per share calculations. Accordingly, the weighted average number of shares used in these
calculations is determined by taking into account the retrospective effects of such share issuances. If the
issued share price increases after the balance sheet date but only because of the distribution of the bonus
shares prior to the preparation date of the financial statements, the calculation of earnings per share is
made considering the total new share name. Earnings per share have not been calculated since the
branch is not publicly traded.

EXPLANATIONS ON RELATED PARTIES:

For the purpose of these financial statements, shareholders, key management personnel and board
members together with their families and companies controlled by/affiliated with them, and associated
companies are considered and referred to as related parties in accordance with “Turkish Accounting
Standard for Related Parties™ (“TAS 24%). The transactions with related parties are disclosed in detail in
Note VII of Section Five,

EXPLANATIONS ON CASH AND CASH EQUIVALENTS:

For the purposes of the cash flow statement, cash includes cash, effectives and demand deposits
including balances with the Central Bank; and cash equivalents include interbank money market
placements and time deposits at banks with original maturity periods of less than three months,
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EXPLANATIONS ON ACCOUNTING POLICIES (Continued)

XXVL

EXPLANATIONS ON SEGMENT REPORTING:

Informations related with areas of operations of the bank prepared in line with the organizational and
internal reporting structure of the branch and in accordance with “Turkish Financial Reporting
Standards related with Segment Reporting” (“TFRS 8”) are disclosed.

The Branch manages its banking operations through three strategic business units: Retail baoking,
Corporate and Commercial banking and Treasury operations.

Retail banking provides deposits and loans to individual and small business customers. Other products
and services include foreign currency exchange, cheques and bills and money orders.

Corporate and Commercial banking provided corporate and commercial customers financial solutions
and banking services. Products and services include FC and TL loans, foreign trade finance, domestic
and international non-cash credit line facilities such as letters of credit and guarantees, foreign exchange
and deposits.

Treasury operations are managed by the Treasury Department. The Treasury Department has
transactions such as purchases-sales of domestic marketable securities and TL and FC placement
transactions.

Informations about the operating segments as of 31 December 2016 are presented on the table below:

Retail Corporate and Total operations
Banking | Commercial Banking | Treasury i Other of the Branch

31 December 2016

Interest Income 15 2.298 25.784 . 28.097

Net Fees and Commissions i 9.604 | i

Income ’ 9.694

Other Operating Income and

Trading Income/(Loss) (Net) ] 9.428 ] i . 9.428
Operating Revenue 15 21.420 25.784 - 47.219

Interest Expense {14 (479 27 — (520

Other Operating Expense and

Provision for Loan Losses and

Other Receivables (1.363 (7.720 (2.269 - (11.352
Operating Expense {1377 (8.199): (2.296) - (11.872
Operating Profit (1.362) 13.221 23.488 4 35.347
Profit Before Tax - - - 35.347 35347

Corporate Tax - - - (6.979) (6.979

Minority Rights . - - - 4
Net Profit § 3 { 28368 23.36£J

Segmment Assets (7 5.264 2,700 508.208 9.960 526,132

Investment in Associates and

Subsidiaries N 4 - . E
Total Assets 5.264 2.700 508.208 9.960, 526.132

Segment Liabilities®™ 6.768 33.176 237.356 8.860; 286.160)

Shareholders’ Equity - - 4 239.972 239972
Total Liabilities 6.768 33.176 2373568  248.832 526.132

(*) “Segment Assets™ in “Other” column amounting to TL 9.960 include tangible assets amounting to TL ; 8.226, intangible
assets amounting to TL 388, tax assets amounting to TL 698 and other assets amounting to TL 648; “Segment Liabilities” in
the “Other” column amounting to TL 8,860 include other liabilities amounting to TL 1.503, provisions amounting to TL 3.749
and tax liability amounting to TL 3.608.
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EXPLANATIONS ON ACCOUNTING POLICIES (Continued)
XXVI. EXPLANATIONS ON SEGMENT REPORTING {Continued)

XXVIL

Retail Corporate and Total operations
Banking | Commercial Banking ! Treasury | Other ™ of the Branch

31 December 2015

Interest Income 16, 3.239 16.699 . 19.954

Net Fees and Commissions i 817 i i

Income 817

Other Operating Income and

Trading Income/(Loss) (Net) i 3.227 | ] 3.227
Operating Revenue 16 7.283 16.699 - 23.99%

Interest Expense (43 (336} 3D . {416)

Other Operating Expense and

Provision for Loan Losses and

Other Receivables (1.168 (6425 (1.752 . (8.345
Operating Expense (1.211) (6.761 (1.789 - (9.761
Operating Profit {1.195) 522 14.910 - 14.237
Profit Before Tax - - - 14.237 14.237

Corporate Tax, - . - (2.806) (2.806

Minority Rights - - 5 5 b
Net Profit - - 4 11.431 11.431

Segment Assets (7 5.874 4.582] 319.663 10.369 34043

Investment in Associates and

Subsidiaries . < : - .
Total Assets 5.874 4.582 319.663; 10.369, 340488

Segment Liabilitiest™ 5.355 26.626 94.073 6.429 132487

Sharehelders® Equity - 4 4 208.001 208.001
Total Liabilities 5.359, 26.626 94.073  214.430¢ 340.488

;

the “Other™

(*) “Segment Assets” in “Other” column amountin
assets amounting to TL 73, tax assets amounting to TL 724 and other assets amounting fo TL 1.092;
column amounting to TL 6.429 include other liabilities amounting to TL 1.296, provisions amounting to TL 4.366
and tax liability amounting to TL 767,

RECLASSIFICATIONS

There are no reclassifications to the 31 December 2015 financial statements in order to be in conformity
with the financial statements as of 31 December 2016.

XXVIII. OTHER INFORMATION

None.
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SECTION FOUR
INFORMATION RELATED TO FINANCIAL STRUCTURE OF THE BRANCH

L EXPLANATIONS ON SHAREHOLDERS ‘EQUITY:
The capital adequacy ratio of the Branch is 80,21% (31 December 2015: 85,61%)

Capital adequacy ratio is calculated within the scope of the “Regulation on Measurement and Assessment
of Capital Adequacy Ratios of Banks (the “Regulation™)”, published in the Official Gazette No: 29511
dated 23 October 2015, “Communiqué on Credit Risk Mitigation Techniques™ published in the Official
Gazette No: 29111 dated 6 September 2014 and “Communiqué on Calculation of Risk Weighted
Amounts for Securitizations” published in the Official Gazette No: 29511 dated 23 October 2015 and the
“Communiqué on Equities of Banks™ published in the Official Gazette No: 28756 dated 5 September

2013, ‘ '

In the calculation of capital adequacy ratio, the data prepared from accounting records in compliance with
the current legislation are used. Such accounting data is included in the calculation of credit and market
risks subsequent to their designation as “trading book” and “panking book™ according to the Regulation.
Trading accounts ("trading book") consist of financial instruments and commodities which are in the
purpose of buying and selling transactions in a short term of the Bank in order to benefit from the
expected or realized price differences between the purchase and selling prices or to benefit from the
change in other price and exchange rates. These financial instruments also represent derivative financiai
instruments for hedging or mitigating risks arising from these financial instruments and commodities or
off-balance sheet and on balance sheet accounts and positions on which derivative financial instruments
for speculative purposes. Accounts other than trading accounts are defined as "banking books".

Banking accounts consist of Receivables from the Central -Bank, Receivables from Banks, Loans and
Receivables, Lease Transactions and Other Receivables on the asset side. Liabilities are constitute of:
Funds Collected, Issued Securities, Loans Used, Subordinated Loans, Other Debt. Derivatives and
available-for-sale financial assets are monitored in trading accounts.

The risk measurement methods used to determine the capital adequacy standard ratio are to determine the
risk weighted assets and non-cash loans according to the risk weight ratios in the related legislation and to
include the market risk and operational risk into the capifal adequacy standard ration calculations
according to the related legislation. While the credit risk is calculated by applying risk weighted assets
and non-cash loans to the risk weight ratios in the relevant legislation and by applying risk mitigation
techniques, for market risk and operational risk, the standard method and basic indicator method is used
respectively.
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE

BRANCH (Continuned)

L EXPLANATIONS ON SHAREHOLDERS ‘EQUITY (Centinued)

Amount for
Amount application before
| Meery
Common Equity Tier I Capital 240.394
Paid-in Capital to be Entitled for Compensation after All Creditors 200,000 ;
Share Premiums i
Reserves 24
Gains reflected to equity according to Turkish Accounting Standards (TAS) |
Profit 39.670
Current Period Profit 28.368
Prior Period Profit 11,302 §
Bonus Shares from Associates, Subsidiaties and Joint- Ventures not Accounted in Current Period's Profit -
Minority Interest
Common Equity Tier I Capital Before Deductions 240394
Deductions From Common Equity Tier I Capital
Valuation adjustments calculated as per the article 9, (i) of the Regulation on Bank Capital - -
Cumrent and Prior Periods' Losses not Covered by Reserves, and Losses Accounted under Equity according to TAS (-) (422} -
Leasehold Improvements on Operational Leases {-) - -
Goodwill Netied with Deferred Tax Liabilities - -
Cther Intangible Asseis Netted with Deferred Tax Liabilities Except Mortgage Servicing Rights {233) 310
Net Deferred Tax Asset/Liability (-) {419 -

Differences arise when assets and liabilities not held at fair value, are subjected to cash flow hedge
accounting

Total credit losses that exceed tatal expected loss cateulated accarding to the Regulation on Calculation of
Credit Risk by Internal Ratings Based Approach

Securitization gains

Unrealized gains and losses from changes in bank's liabilities’ fair values due to changes in
creditworthiness

Net amount of defined henefit plans

Direct and Indirect Investments of the Bank on its own Tier I Capital (-)

Shases 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 Financial
Institutions where the Bank Qwns 10% or less of the Issued Share Capital Exceeding the 10% Threshold of
above Tier I Capital (-)

Total of Net Long Positions of the Investments in Equity Items of Unconsolidated Banks and Financial
Institutions where the Bank Qwns 10% or more of the Issued Share Capital Exczeding the 10% Threshold
of above Tier I Capital {-)

Mortgage Servicing Rights Exceeding the 10% Threshold of Tier I Capital (=)

Net Defemed Tax Assets arising from Temporary Differences Exceeding the 10% Threshold of Tier [

Amount Exceeding the 15% Threshold of Tier I Capital as per the Aricle 2, Clause 2 of the Repulation on
Measurement and Assessment of Capital Adequacy Ratios of Banks (<)

The Portion of Net Long Position of the Investments in Equity Items of Unconsolidated Banks and
Financial Institutions where the Bank Owns 10% or more of the Issued Share Capital not deducted from

Tiar L awital £

Mortgage Servicing Rights not deducted (-)

Excess Amount arising from Deferred Tax Assets from Temporary Differences (-)
Other items to be Defined by the BRSA ()
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE

BRANCH (Continued)

L EXPLANATIONS ON SHAREHOLDERS ‘EQUITY (Continued)

Amount

Deductions from Tier I Capital in cases where there are no adequate Additional Tier I or Tier IT Capitals (-)

Total Deductions from Commeon Equity Tier I Capital

(1.074)

Total Commoen Equity Tier I Capital

239320

ADDITIONAL TIER [ CAPITAL

Preferred Stock not Included in Common Equity Tier I Capital and the Related Share Premiums

Debt Instruments and the Related Issuance Premiums Defined by the BRSA

Debt Instruments and the Related Issuance Premiums Defined by the BRSA (Covered by Temporary

Third parties’ shares in additional main capital

The shares of third parties in additional main capital (thoss under Temporary Article 3)

Additional Tier I Capital before Deductions

Deductions from Additional Tier I Capital

Anrount as per
the regulation
bafore

112014 (%

Direct and Indirect Investments of the Bank on its own Additional Tier [ Capital (-)

Investments in Equity Instruments Issued by Banks or Financial Institutions Invested in Benk's Additional
Tier 1 Capital and Having Conditions Stated in the Article 7 of the Regulation

Total of Net Long Positions of the Investments in Equity ltems of Unconsolidated Banks and Financial
Institutions where the Bank Owns 10% or less of the Issued Share Capital Exceeding the 10% Threshaold of
above Tier I Capital (-)

The Total of Net Long Position of the Direct or Indirect Investments in Additional Tier § Capital of
Uncansolidated Banks and Financial Institutions where the Bank Owns more than 10% of the Issued Share
£

Mal £

Giher items to be defined by the BRSA (-)

Items to be Deducted from Tier I Capital during the Transition Period

“Goodwill and Other Intangible Assets and Related Deforred Taxes not dedected from Tier I Capital as per
the Temporary Article 2, Clause [ of the Regulation on Mensurement and Assessment of Capital Adequacy
Ratios of Banks (-)

(155)

Net Deferred Tax Asset/Liability not deducted from Tier I Capital as per the Temporary Article 2, Clause 1
of the Regulation on M nent and A it of Capital Adequacy Ratios of Banks (-) .

(279)

Deduction from Additional Tier I Capital when thers is not enough Tier IT Capital (-)

Total Deductions from Additional Tier I Capital

“34)

‘Total Additional Tier I Capital

Total Tier I Capital {Tier I Capital= Common Equity Tier I Capital + Additional Tier I Capital)

238.886

TIER I CAPITAL :

Debt Instruments and the Related Issuance Premiums Defined by the BRSA

Debt Instruments and the Related Issuance Premiums Defined by the BRSA (Covered by Tetnporary

Provisions (Amounts explained in the first paragraph of the article 8 of the Regulation on Bank Capital)

Total Deductions from Tier 11 Capital

Deductions from Tier 1¥ Capital

Direct and Indirect Investments of the Bank on its own Tier Il Capital (-)

Investments in Equity Instraments Issued by Banks and Financial Institutions Invested in Bank's Tier IT
Capital and Having Conditions Stated in the Ariicle 8 ofthe Regulation

Tatal of Net Long Positions of the Inve stments in Equity Itams of Unconsolidated Banks and Financial
Institutions where the Bank Owns 10% or less of the Issued Share Capital Exceeding the 10% Threshold of
above Tier I Capital (-)

Total of Net Long Positions of the Investments in Equity Items of Unconsolidated Banks and Financial
Institutions where the Bank Qwns 10% or more 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 I Capital and Tier IT
Capital of Unconsolidated Banks and Financial Institutions where the Bank Owns 10% or more of the
Issued Share Capital Exceeding the 10% Threshold of Tier Capital {-)

Other items to be defined by the BRSA (-)
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE

BRANCH (Continued)

L EXPLANATIONS ON SHAREHOLDERS ‘EQUITY (Continued)

lrdma unt as per

t the regulati
hefore 1/1/2014 (%)

Total Deductions from Tier I Capital

Total Tiex II Capital

1797

Total Equity (Total Tier I and Tier II Capital)

240.683

Total Tier I Capital and Tier IT Capital { Total Equity)

Loans Granted against the Articles 50 and 5t of the Banking Law (-}

Net Book Values of Movables and Immovables Exceeding the Limit Defined in the Aricle 57, Clause 1 of
the Banking Law and the Assets Acquired against Overdue Receivables and Held for Sale but Retained
more than Five Years (-)

Other items to be Defined by the BRSA (-)

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

The Portion of Total of Net Long Positions of the Investments in Equity Items of Unconsolidated Banks and Financial
Institutions where the Bank Owns 10% or less of the Issusd Share Capital Exceeding the 10% Threshold of above Tier I
Capital not deductzd from Tier I Capital, Additional Tier I Capitaf or Tier IT Capital as per the Temporary Article 2, Clause 1
. [of the Regulation (-}

The Portion of Total of Net Long Positions of the Investments in Eguity Items of Unconsolidated Bariks and Financial
Institutions whers the Bank Owns more than 10% of the Issued Share Capital Exceeding the 10% Threshold of abave Tier]
Capital not deducted from Additional Tier I Capital or Tier II Capital as per the Temporary Article 2, Clause [ of the
Regulation (- .

The Portion of Net Long Position of the Investments in Equity Items of Unconsolidated Banks and Financial Instimifons
where the Bank Owns 10% or more of the Issued Share Capital, of the Net Deferred Tax Assets arising from Temporary
Differences and of the Mortgage Servicing Rights not deducted from Tier I Capital as per the Temporary Article 2, Clause 2,
Paragraph (1) and (2) and Temporary Article 2, Clause 1 of the Regulation )

CAPITAL

Tatal Capital ( Total of Tier I Capital and Tier If Capital )

240.683

Total Risk Weighted Assets

300,080

CAPITAL ADEQUACY RATIOS

CETI Capital Ratio (%)

19,75

Tier I Capital Ratio (%)

78,61

Capital Adequacy Ratio (%)

80,21

BUFFERS

Bank-specific total CET1 Capital Ratio

Capital Conservation Buffer Ratio (%)

0,625

Bank-specific Counigr-Cyclical Capital Buffer Ratio (%)

Additional CET1 Capital Over Total Risk Weighted Assets Ratio Calculated According 10 the Article 4 of Capital
Conservation and Counter-Cyclical Capital Buffers Regulation

Amounts Lower Than Excesses as per Deduction Rules

Remaining Total of Net Long Positions of the Investments in Equity Items of Unconsolidated Banks and
Financial Institutions where the Bank Owns [0% or less of the Issued Share Capital

Remaining Total of Net Long Positions of the Tnvestments in Tier I Capital of Unconsolidated Banks and
Financial Instimtions where the Bank Owns more than 10% or less of the Issued Share Capital

Remaining Mortgage Servicing Rights

Net Deferred Tax Assets arisiag from Temporary Differences
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE

BRANCH (Continued)

L EXPLANATIONS ON SHAREHOLDERS ‘EQUITY (Continued)

Amount as per
Amownt the regulation
before 1/12014 (%)
Limits for Provisions Used in Tier II Capital Calculation
General Loan Provisions for Exposures in Standard Approach (before limit of one hundred and twenty fve - .
General Loan Provisions for Exposures in Standard Approack Limited by 1.25% of Risk Weighted Assets 1.797 -

Tota] Loan Provision that Exceeds Total Expected Loss Calculated According to Communiqué on
Caleulation of Credit Risk by Internal Ratings Based Approache '

Total Loan Provision that Excccds- Total Expected Loss Calculated According to Communiqué on
Calculation of Credit Risk by Internal Ratings Bassd Approach, Limited by 0.6% Risk Wei ghted Assets

Debt Instruments Covered by Temporary Article 4 (effective between 1.1.2018-1.12022)

Upper Limit for Additicnal-Tier I Capital Items subject to Temporary Anticle 4

Amount of Additicnal Tier I Capital Tems Subject to Temporary Article 4 that Exceeds Upper Limit

Upper Limit fer Additional Tieg Il Capital Items subject to Temporary Article 4

Amount of Additional Tiey II Capital Items Subject to Temparary Article 4 that Exceeds Upper Limit
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE
BRANCH (Continued)

L EXPLANATIONS ON SHAREHOLDERS ‘EQUITY (Continued)

31.12.2015

Common Equity Tier I Capital 207.972
Paid-in Capital to be Entitled for Compensation after All Creditors 156.914
Share Premium -
Share Cancellation Profits -
Reserves 1.352
Other Comprehensive Income according to TAS .
Profit ’ 50.825
Current Period Profit 11.431
Prior Period Profit 39.394
General Reserves for Possible Losses : -
Bonus Shares from Associates, Subsidiaries and Joint-Ventures not Accounted in Current Period's Profit -
Common Equity Tier I Capital Before Deductions -
Deductions From Common Equity Tier I Capital . -
Current and Prior Periads' Losses not Covered by Reserves, and Losses Accounted under Equity according to TAS () (1.090)
Leagehold Improvements on Operational Leases {-) -
Goodwill and Other Intangible Assets and Related Deferred Taxes €] (29)
Net Deferred Tax Asset/Liability (-) -
Shares Obtained against Article 56, Pamagraph 4 of the Banking Law - .
Direct and Indirect Investments of the Bank on its own Tier [ Capital (-) -
Total of Net Long Positions of the Investments in Equity Items of Unconsolidated Banks and Financial
Institutions where the Bank Owns 10% or less of the Issued Share Capital Exceeding the 10% Threshold of above Tier I Capital (-)
Total of Net Long Positions of the Investments in Equity Items of Unconsolidated Banks and Financial
Institutions where the Bank Owns 10% or more of the Issued Share Capital Exceeding the 10% Threshold of above Tier 1Capital {-)
Mortgage Servicing Rights Exceeding the 10% Threshold of Tier I Capital (-) -
Net Deferred Tax Assets arising from Temporary Differences Exceeding the10% Threshotd of Tier I Capital (=) -
Amount Exceeding the 15% Threshold of Tier I 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 Items of Unconsolidated Banks and Financial
Institutions where the Bank Owns [0% or more of the Tssued Share Capital not deducted from Tiez I Capital (-)
Mortgage Servicing Rights not deducted (-) .
" Excess Amount arising from Deferred Tax Assets fram Temporary Differences (-) -
Other items to be Defined by the BRSA (-) .
Deductions from Tier I Capital in cases where there are no adequate Additional Tier I or Tier I Capitals (-) -
Total Deductions from Common Equity Tier I Capital -
Total Common Equity Tier I Capital 207.972
ADDITIONAL TIER I CAPITAL -
Preferred Stock not Included in Common Equity Tier I Capital and the Related Share Premiums .

Debt Instruments and the Related Issuance Premiums Defined by the BRSA (Issued or Obtained after 1.1.2014) -
Debt Instruments and the Related Issuance Premiums Defined by the BRSA (Issued or Obtained before 1.1.2014) .

Additional Tier I Capital before Deductions -
Deductions from Additional Tier I Capital

Direct and Indirect Investments of the Bank on its own Additiona] Tier I Capital (-) -
Tota] of Net Long Positions of the Investments in Equity Items of Unconsolidated Banks and Financial -
Institutions where the Bank Owns 10% or less of the Issued Share Capital Exceeding the 10% Threshold of above Tier I Capital {-)

The Total of Net Long Position of the Direct or Indirect Investments in Additional Tier I Capital of -
Unconsolidated Banks and Financial Institutions where the Bank Owns more than 10% of the Issued Share Capital (-)

Other items to be Defined by the BRSA (-) -
Deductions from Additional Tier I Capital in cases where there are no adequate Tier If Capital (-) -

Total Deductions from Additienal Tier I Capital .
Total Additional Tier I Capitai -
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE
BRANCH (Continued)

L EXPLANATIONS ON SHAREHOLDERS ‘EQUITY (Continued)

Deductions from Tier I Capital

Goodwill and Other Intangible Assets and Related Deferred Taxes not deducted fiom Tier 1 Capital as per the

Temporary Article 2, Clause 1 of the Regulation on Measurement and Assessment of Capital Adequacy Ratios of Banks (-)
Net Deferred Tax Asset/Liability not deducted fiom Tier I Capital as per the Temporary Article 2, Clause 1 of the
Regulation on Measurement and Assessment of Capital Adequacy Ratios of Banks (-}

Total Tier I Capital
General Provisions

Tier IY Capital before Deductions

Deductions from Tier II Capital

Direct and Indirect Investments of the Bank on its own Tier II Capital ()

Tatal of Net Long Positions of the Investments in Equity ltems of Unconsolidated Banks and Financial

Institutions where the Bank Qwns 10% or less of the Issued Share Capital Exceeding the 10% Threshold of above Tier I Capital (-)

The Total of Net Long Position of the Direct or Indirect Investments in Additional Tier I Capital and Tier TT

Capital of Unconsolidated Banks and Financial Institutions where the Bank Owns 10% or mare of the Issued Share Capital Exceeding the 10%
Threshold of Tier I Capital (-)

Other items to be Defined by the BRSA (-)

Total Deductions from Tier II Capital

“9
@8

207.928
1.886
1.886

Total Tier IT Capital

1.886

CAPITAL BEFORE DEDUCTIONS

209.814

Loans Granted against the Articles 50 and 51 of the Banking Law (-)

Net Bock Values of Movables and Immovables Exceeding the Limit Defined in the Article 57, Clause 1 of the

Barking Law and the Assets Acquired against Overdue Receivables and Held for Sale but Relained more than Five Years (-}
Loans to Banks, Financial Institutions (domestic/foreign) or Qualified Shareholders in the form of Subordinated

Debts or Debt Instruments Purchased from Such Parties and Qualified as Subordinated Debts =)

Deductions as per the Article 20, Clause 2 of the Regulation on Measurement and Assessment of Capital Adequacy Ratios of Banks {-)

Other items fo be Defined by the BRSA {-)

The Portion of Total of Net Long Positions of the Investments in Equity Items of Unconsolidated Banks and

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

Threshold of above Tier I Capital not deducted from Tier I Capital, Additional Tier I Capital or Tier Il Capital as per the Temporary Article 2,
Clause 1 of the Repulation (-} )
The Portion of Total of Net Long Paositions of the Investments in Equity Items of Unconsolidated Banks and

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

Threshold of above Tier I Capital not deducted from Additional Tier I Capital or Tier I Capital as per the Temporary Article 2, Clause 1 of the
Regulation (=)

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

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

arising from Temporary Differences and of the Mortgage Servicing Rights not deducted from Tier I Capital as per

the Temporary Article 2, Clause 2, Paragraph (1) and (2) and Temporary Article 2, Clause 1 of the Repulation (-)

TOTAL CAPITAL

209.814

Amounts lower than Excesses as per Deduction Rules

Remaining Total of Net Long Positions of the Investments in Equity Ttems of Unconsclidated Banks and
Financial Institutions where the Bank Owns 10% or less of the Issued Share Capital

Remaining Total of Net Long Positions of the Investments in Tier I Capital of Unconsolidated Banks and
Financial Institutions where the Bank Owns more than 10% or less of the Issued Share Capital

Remaining Mortgage Servicing Rights
Net Deferred Tax Assets arising from Temporary Differences
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE
BRANCH (Continued)

L EXPLANATIONS ON SHAREHOLDERS ‘EQUITY (Continued)

b. Reconciliation of capital items to balance sheet:

Carrying Amount of Value of the capital

- Expianation of difference.
value correction report P f differences

Current Period

Paid-in capital 200,000 - 200.000

Capital Reserves - - -

Ciher Comprehznsive Income

According to TAS (169 - (169

Securities Value Increase Fund (169) R (169)

Revaluation Surplus on Tangible
Assets " - -

Revaluation Suiplus on Intangible
Assets - - -

Revaluation Suiplus on Investment N
Property - - -

Hedping Reserves (Effective
Porticn) - - -

Revaluation Surplus on Assets Held
for Sale and Assets of Discontinued E _ i
Operations

Other Capital Reserves (253) - (253)

Bonus Shares of Associates,
Affiliates and Joint-Ventures

Shate Premium - .

Profit Reserves 24 - 724

Profit or Loss 35.670 - 39.670

Prior Periods Profit/Loss 1.302 - 11.302

Current Period Net Profit/Loss 28.368 . 28.368

Minority Shares - - -

Deductions frem Common Equity (652) {652)

Tier I Capital {-}
Common Eguity Tier I Capital 239.320 238320

Amount of Value of the

Current Period . Carrping value Explanation of differences

correction capital report
w

Subordinated Debts

Deductions from Tier I Capital (0) (434

Tier I Capital

Subordinated Debts

General Provisions L.797

Deductions from Tier I Capital (-}

Tier I Copital 1,797

Deductions from Total Capital (-} (434)

Total 240.683
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE
BRANCH (Continued)

L EXPLANATIONS ON SHAREHOLDERS ‘EQUITY (Continued)

€. Approaches applied to assess the adequacy of internal capital requirement in terms of

current and future activities

The Branch prepares 'Internal Capital Assessment Process' document on the basis of Risk Management
Policies and Implementation Procedures' approved by the Board of Managers on November 27, 2012 and
updated on November 9, 2016. It has been aimed to determine the needed capital size in the period of next
one year by evaluating and caleulating effectively all risks that Branch will be met due to this document.
Branch prepared taking into account the latest information 2015 “2016, 2017, 2018 Internal Capital
Requirement Analysis” March 30, 2016, No. 7 was accepted by the Board of Managers. Branch prepared
taking into account the latest information 2016 <2017, 2018, 2019 Internal Capital Requirement Analysis™

March 31, 2017, No. 13 was accepted by the Board of Managers.

In the Analysis of Internal Capital Requirement, the Branch's activities and services, the main and sub-risk
elements that may be exposed to them and the current legal capital requirement are analyzed based on the
recent developments over the financial data of the previous year and the forecasts and anticipations
calculated for the next three years of operation within the scope of the scenario submitied by BRSA.,
Besides of these matters, the main and sub-types of risk that has been considered for Branch, and the
quantification of these risks are incleded in the calculation of internal capital requirements for these risks
has been placed. It has been considered credit risk (in general, country), market risk (currency and interest
rate) and operational risk in addition to banking accounts that cannot quantifiy with re-pracing risk with

reputational risk.
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE
BRANCH (Continued)

II.

EXPLANATIONS ON CREDIT RISK:

a.

The branch tries to reduce credit risk by classifying the credibility with high banks and financial
institutions. The Branch requires additional guarantees from the real persons and entities that the
Branch extends loans to who were assessed as high risk after performing detailed risk ratings on
individual loans. Due to the imposed sanctions, the credit transactions of the Branch decreased after
2014,

The credit worthiness of borrowers is monitored regularly. Audited information is obtained for the
new rendered loans if possible. Unaudited information is examined in detail by loan department of
the Branch.

At 31 December 2016, the Branch has no forward and option contracts or any other similar
agreements,

At 31 December 2016, the Branch has been faced with an insignificant amount of credit risk
exposure,

The Branch subjects the non-cash loans which are reimbursed, to the same risk weight as the loans
which are passed due but not collected.

Rescheduled or restructured loans are monitored by the Branch according to the risk management
and monitoring principles of the Branch. The financial conditions and commercial operations of the
related customers are continuously analysed where interest and capital payments according to new
payment plans are closely monitored.

The Branch’s transactions in foreign countries with regard to banking operations and credit
facilities are mainly held with corporations based in Islamic Republic of Iran, where the head office
of the Branch is also based.

The Branch is not active in international banking market.

1. The proportion of the largest 100 cash loan balances in the total cash loan portfolio of the
Branch is 100% (31 December 2015: 100%).

2. The proportion of the largest 100 non-cash loan balances in the total non-cash loan portfolio of
the Branch is 100% (31 December 2015: 100%).

3. The proportion of the cash and non-cash loan balances in the total assets and non-cash loans is
2,50% (31 December 2015: 2,97%).

The general loan loss provision amount provided for credit risk is TL 1.797 thousand (31 December
2015: TL 2.287 thousand).
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UL TURKEY MAIN,

INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE

BRANCH (Continued)
II. EXPLANATIONS ON CREDIT RISK (Continued)
Current Period Current Period
Exposure Categories (Current Year) Risk Average Risk
. Amount(*) Amount(*%)
Conditional and unconditional receivables from central governments or central banks 127116 150.734
Conditional and unconditional receivables from regional orlocal governments - -
Conditional and unconditional receivables from administrative units and non-commercial enterprises - -
Corditienal and unconditional receivables from multilateral development banks - -
Conditional and unconditional receivables from intemational organizations - -
Conditional and unconditional receivables from banks and brokerage houses 350.561- 256,734
Conditional and unconditional receivables from corporates 6.400 8.631
Conditional and unconditional retail receivables 408 848
Conditional and unconditional receivables secured by morigages - -
Past due recejvables 4,451 4,417
Items in regulatory high-risk categories - -
Exposures in the form of bonds secured by mortgages - -
Securitization positions - -
Short-term reccivables from banks, brokerage houses and corporzies - -
Exposures in the form of collective investment undertakings - -
Shares 654 655
Other items 22.077 23.490
Total 511.757 445.509

(*  Includes total risk amounts before the effect of credit risk mitigation but after credit conversions.
(**) Average risk amounts are the arithmetical average of the amounts in monthly reports prepared aceording to “the Regulation on Measurement
and Assessment of Capital Adequacy Ratios of Banks™.
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BANK MELLAT, HEAD OFFICE: TAHRAN-IRAN IST.

ANKARA AND iZMIR BRANCHES

NOTES AND DISCL.OSURES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL>,

ANBUL TURKEY MAIN,

INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE

BRANCH (Continued)
II. EXPLANATIONS ON CREDIT RISK (Continued)
Current Period Current Period
Exposure Categories (Prior Year) Risk Average Risk
Amount(*) Amount(**)

Conditional and unconditional receivables from ceniral governments or central banks 167.561 157.894
Conditicnal and unconditional receivables from regional orlocal governments - -
Conditional and unconditional receivables from administrative units and non-commercial Enterprises - -
Conditional and unconditional receivables from multilateral development banks - -
Conditional and unconditional receivables from international organizations - -
Corditional and unconditional receivables from banks and brokerage houses 121.642 90.799
Couditional and unconditional receivables from corporates 6.193 20.244
Conditional and unconditional retail receivables 1.963 866
Conditional and uncorditional receivables secured by mortgages - -
Past due receivables 4.690 5.563
Items in regulatory high-risk categories - 12
Exposures in the form of bonds secured by mortgages - -
Securitization positions - -
Short-term recgivables from banks, brokerage houses and comporates - -
Exposures in the form of collective investment undertakings - -
Shares 728 865
Other items 42.218 39933
Total 344,995 316176

(*) Includes total risk amounts before the effect of credit risk mitigation but after credit conversions.
(**} Average risk amounts are the arithmetical average of the amounts in monthly reports prepared according to “the Regulation on Measurement
and Assessment of Capital Adequacy Ratios of Banks™.
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BANK MELLAT, HEAD OFFICE: TAHRAN-IRAN ISTANBUL TURKEY MAIN,
ANKARA AND iZMiR BRANCHES
NOTES AND DISCLOSURES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2016

Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL™).

INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE

BRANCH (Continued)

1I. EXPLANATIONS ON CREDIT RISK (Continued)

k. Analysis of maturity-bearing exposures according to remaining maturities:

31 December 2016

Term to Maturity

I month

1-3 months

3—6 mounts

612 months

Over I year

Exposure Categories (*)(**)

Conditional and unconditional receivables
from central governments or ceniral banks

5.087

14.789

40.250

Conditional and unconditional receivables |

from regional or local governments

Conditional and unconditional receivables
from administrative wnits and non-
commercial enterprises

Conditional and unconditional receivables
from multilateral development banks

Conditional and unconditional receivables
from international organizations

Conditional and anconditional receivables
from banks and brokerage houses

54.451

117.830

65.032

Conditional and unconditional receivables
from corporates

492

632

1.020

1.551

47

Conditional and unconditional retail

receivables

25

87

215

Conditional and unconditional receivables
secured by mortgages

Past due receivables

Receivables defined in high risk category
by BRSA

Securities collateralized by mortgages

Securitization positions

Short-term  receivables from  banks,
brokerage houses and corporates

Investments  similar to  collective

investment funds

Other receivables

TOTAL

54.943

123.574

80.844

1.639

40.512

(M Includes risk amounts before the effect of credit risk mitigation but after the credit comversions,
(**) Credit risk amounts which have no maturities do not comprise in the table.
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BANK MELLAT, HEAD OFFICE: TAHRAN-IRAN ISTANBUL

ANKARA AND iZMiR BRANCHES
NOTES AND DISCLOSURES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2016

Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL™.

TURKEY MAIN,

INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE

BRANCH (Continued)

IL. EXPLANATIONS ON CREDIT RISK (Continued)

k. Analysis of maturity-bearing exposures according fo remaining maturities (Continued):

31 December 2015.

Term to Maturity

1 month

1-3 months

3—-6 mounts

6-12 months

Over I year

Exposure Categories (*)(**)

Conditional and unconditional receivables
from central governments or central banks

17.574

20.021

21.278

87.054

7.847

Conditional and unconditional receivables
from regional or local governments

Conditional and unconditional receivables
from administrative units and non-
commercial enterprises

Conditional and unconditional receivables
from multilateral development banks

Conditional and unconditional receivables
from infernational organizations

Conditional and unconditicnal receivables
from banks and brokerage houses

2.861

54.625

Conditional and unconditional receivables
from corporates

152

651

213

1.325

2338

Conditional and unconditional retail

receivables

246

62

977

153

309

Conditional and unconditional receivables
secured by mortgapges

Past due receivables

Receivables defined in high risk category
by BRSA

Securities collateralized by mortgages

Securitization positions

Short-term  receivables from banks,
brokerage houses and corporates

Investments similar to  collective

investment funds

Other receivables

TOTAL

26.833

75.359

22.468

38.532

10.494
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BANK MELLAT, HEAD OFFICE: TAHRAN-IRAN ISTANBUL TURKEY MAIN,
ANKARA AND IZMIR BRANCHES

NOTES AND DISCLOSURES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2016

Unless otherwise stated amounis are expressed in thousands of Turkish Lira CIL™.

INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE
BRANCH (Continued)

II. EXPLANATIONS ON CREDIT RISK (Continued)
L Exposure Categories:

External risk ratings are not used to determine the risk weigths of the risk categories as per the Article 6
of the "Regulation on Measurement and Assessment of Capital Adequacy Ratios of Banks".

m. Exposures by risk weights:

Current Period Deduetions
Risk weights 0%| 10%| 20% 50%|  75%  100%| 150%| 200%! __1250%)| from Equity
Exposures before Credit

Risk Mitigation 99.047 -| 159.159; 78.387 174.949 215}- - _
Exposures after Credit

Risk Mitigation 160.689 - 159,159 78387 -| 173.307 215 - - .
Prior Period Deduetions
Risk weights 0% 10%| 20% | 50%[ 75%| 100%| 150%| 200%|  1250%! from Equity
Exposures before Credit i
Risk Mitigation 189.097 - 5512 -1 150.117 230 39 - -
Exposures after Credit

Risk Mitigation 189.891 - 5.512 - -| 149.323 230 39 - -

n. Information by major sectors and type of counterparties:

As per the TAS and TFRS;

Impaired Credits; are the credits that either overdue more than 90 days as of the reporting date or are
treated as impaired due to their creditworthiness. For such credits, “specific provisons™ are allocated as
per the Provisioning Regulation.

Past Due Credits; are the credits that overdue upto 90 days but not impaired. For such credits, “general
provisions” are allocated as per the Provisioning Regulation.
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BANK MELLAT, HEAD OFFICE: TAHRAN-IRAN iSTANBUL TURKEY MAIN,
" ANKARA AND iZMiR BRANCHES

NOTES AND DISCLOSURES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2016

Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL™,

INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE
BRANCH (Continued)

. EXPLANATIONS ON CREDIT RISK (Continued)

n. Information by major sectors and type of counterparties: (Continued)

31 December 2016 Credits

Impaired Past Due
Credits . Credits
Agrienlture - - - -

Farming and Stockbreeding - - - -
Forestry - - - -
Fishery - - - _
Manufacturing - - - -
Mining and Quarrying - - - -
Production - - R -
Electricity, Gas and Water - - - -
Construction 6.699 - - 2.712
Services - - - .
Wholesale and Retail Trade - - - -
Accommodation and Dining - - - -
Transportation and Telecom. - - - -
Financial Institutions - - - .
Real Estate and Rental - - - .
Professional Services - - - -
Educational Services - - - -
Health and Social Services - -
Others 258 1.545 - 105
Total 6.957 1.545 - 2,817

Value Adjustments (¥) Provisions(**)

(*)The figures represent the general provision amount for past due loans.
(**) The figures represent the specific provisions amount for imparied loans.
(***) The figures represent the non-cash loan risk is not included in the related table.
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BANK MELLAT, HEAD OFFICE: TABRAN-IRAN iSTANBUL TURKEY MAIN,
ANKARA AND JZMiR BRANCHES

NOTES AND DISCLOSURES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2016

Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TT>).

INFORMATION RELATED TO FINANCIAL STRUCTURE
BRANCH (Continued)

AND RISK MANAGEMENT OF THE

iI. EXPLANATIONS ON CREDIT RISK (Continued)

n.  Information by major sectors and type of counterparties: (Continued)

Credits

Impaired
Credits
Agriculture -
Farming and Stockbreeding - - - - -
Forestry - - - .
Fishery -
Mapufacturing - - - -
Mining and Quarrying - - - -
Production - - - R
Electricity, Gas and Water

Construction

- |Services - .
Wholesale and Retail Trade - - - -
Accommodation and Dining - - - -
Transportation and Telecom. - - - -
Financial Institutions - - - -
Real Estate and Rental - - - -
Professional Services - - - -
Educational Services - - - -
Heaith and Social Services - - - -
Others 257 - -
Total 7.613 - -

31 December 2015

Past Due

T ®
Credits Value Adjustments (%)

Provisions(*+*)

3.156

(*)The figures represent the general provision amount for past due loans.
(**) The figures represent the specific provisions amount for imparied loans,
(***) The figures represent the non-cash loan risk is not included in the related table.

0. Movements in value adjustments and provisions:

Current Period

Opening Balance|

Provision for Period

Provision Reversals

Other Adjustments

Closing Balance

Specific Provisions

3.156

107

(476)

2,787

General Provisions

2.287

1.374

(1.864)

1.767

Prior Period

Opening Balance

Provision for Period

Provision Reversals

Other Adjustments

Closing Balance

Specific Provisions

3.119

100

(63

3.156

General Provisions

1.992

72

93)

318

2,287
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BANK MELLAT, HEAD OFFICE: TAHRAN-IRAN ISTANBUL TURKEY MAIN,

ANKARA AND IZMIiR BRANCHES

NOTES AND DISCLOSURES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2016
Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL™).

INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE
BRANCH (Continued)

I,

EXPLANATIONS ON CURRENCY RISK:

The Branch with the change in the currency system to floating currency, limits the total foreign currency
position in accordance with the legal limits because of the increasing uncertainties in the changing
currency path.The Branch does not hedge its foreign exchange debt instruments and net foreign
exchange investments by the hedging derivatives.

The Branch holds position in line with the currency basket of CBRT to hedge the currency risk. Foreign
Exchange asset-liability management has been effected as such all rates may be kept to be within
liquidity and credit risks determined within the framework of risk-return profile of the Branch and in a
way to ensure the sustainable profitability. Measurable and manageable risks have been undertaken as
per the ratios that must be adhered to.

The foreign currency position risk of the Branch is monitored as per the limits and measured by
“standard method™

The Branch’s foreign exchange bid rates as of the date of the financial statements and for the last five
days prior to that date are presented below:

UsD Euro 100 Japanese Yen U.A.E. Ditharm
As of 30 December 2016 3,5192 3,7099 3,0025 0,95896
As of 29 December 2016 3,5329 3,6901 2,9961 0,96274
As of 28 December 2016 3,5135 3,6711 2,9883 0,95746
As of 27 December 2016 3,5041 3,6639 2,9852 0,95496
As of 26 Decernber 2016 3,5077 3,6647 2,9809 0,95592

The simple arithmetical averages of the Branch’s foreign exchange bid rates for the last thirty days are:

USD: TL 3,4818
Euro: TL 3,6772
100 Japenese Yen:  TL 2,9964

U.AE: TL 0,94881
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE
BRANCH (Continued)

1108 EXPLANATIONS ON CURRENCY RISK: (Continued)

Information on the foreign currency exchange rate risk of the Branch
Euro UsDh Other FC Total

31 December 2016

Assets
Cash (Cash in Vault, Effectives, Cash in Transit,
Cheques Purchased) and Balances with the Central
Bank of the Republic of Turkey 13.766 38.731 182 52.679
Banks 121.905 30744 125] 152,774
Financial Assets at Fair Value Through Profit or Loss - - - -
Interbark Money Market Placements - - - -
Available-for-Sale Financial Assets - -
Loans and Receivables 1.126 - - 1.126
Investments in Associates, Subsidiaries and Joint
Ventures - - - -
Held to Maturity Securities - - - -
Hedging Derivative Financial Assets - - - -
Tangible Assets - - - - -
Intangible Assets -
Other Assets 65 56 - 12]

Total Assets 136.862 69.531 307, 206.700

Liabilities
Bank Deposits 44,220 49.197 46 93.463
Foreign Currency Deposits 76.335 5.379 450 82.164
Funds from Interbank Money Market - - - -
Borrowings - - - -
Marketable Securities Issued - - - -
Sundry Creditors 376 88 - 464
Hedging Derivative Financial Liabilities - - - -

Other Liabilities 109 172 - 281
Total Liabilities 121.040 54,836 496! 176372
Net On-Balance Sheet Position 15.822 14.695 (189) 30.328

Net Off Balance Sheet Position - - - -
Financial Derivative Assets - - N -
Financial Derivative Liabilities - - - -
Non-Cash Loans 419 370, r 789

31 December 2015
Total Assets 40.550 84.627 269] 125446|
Total Liabilities 31.696 71,722 446]  103.864
Net On-Balance Sheet Position 8.854 12.905 (177 21.582
Net Off Balance Sheet Position - - -

Financial Derivative Assets - - - -
Financial Derivative Liabilitics - - - -
Non-Cash Loans 606 276 ~ 882

The table above summarizes the Branch’s exposure to foreign currency exchange rate risk, categorised
by currency. Foreign currency indexed assets, classified as Turkish lira assels according to the Uniform
Chart of Accounts, are considered as foreign currency assets for the calculation of net foreign currency
position. As of 31 December 2016, the Branch has no foreign currency indexed loans (December 31,
2015: None) that is recorded on the TL column in the balance sheet has not been included in the table
above. Besides, general loan loss provision amounting to TL 32 thousand (31 December 2015: TL 1.824
thousand) has also not been included in the table above. The provision was determined for non-cash
loan in the amount of TL 94 (31 December 2015: TL 78)
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UL TURKEY MAIN,

INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE

BRANCH (Continued)

IV,

EXPLANATIONS ON INTEREST RATE RISK

liabilities of the Branch.

“Interest rate risk” is defined as the impact of interest rate changes on interest-sensitive assets and

The Branch evaluates interest rate in two dimensions. This is maturity risk originating from the
differences of maturity structures and repricing risk originating from the fluctuations of net interest

assets with interest rate sensitive liabilities.

margin. Interest rate risk is managed using natural hedges that arise from offs etting interest rate sensitive

Interest rate sensitivity of assets, liabilities and off-balance sheet items (based on repricing dates):

Non
Uptol 1-3 "3-12 1-5 Over 5| Interest

31 December 2016 Monthi Months| Months years years| Bearing Total
Assets

Cash (Cash in Vault, Effectives,

Cash in Transit, Cheques Purchased)

and Balances with the Central Bank i

of the Republic of Turkey 56.837 - - - - 18.075 74.912

Banks 47.742 21.699 - - - 131.294)  200.735

Financial Assets at Fair Value

Through Profit or Loss - - - - - - -

Interbank Money Market Placements - - - - - - -

Available-for-Sale Financial Assets 22.910 87.862 80.418 40.716 - 655 232,561

Loans and Receivables 353 652 2.574 215 - 4.170 7.964

Held to Maturity Securities - - - - - - -

Other Assets () 12 - - ~ - 99481  9.960
Total Assets 127.854| 110213 82.992 40,931 - 164142 526132
Liabilities

Bank Deposits - - 9.973 - - = 177337 187310

Other Deposits 806 - 868 - - 86.607 88.281

Funds From Interbank Money

Market - - - - - - -

Sundry Creditors - - . - - 1.709 1.709

Marketable Securities Issued - - - - - - -

Funds Borrowed From Other

Financial Institutions - - - - - - -

Other Liabilities @) 617 - 9 - - 248.206] 248.832
Total Liabilities 1.423 9.973 877 - - SI13.859 526.132
Balance Sheet Long Position 126431 100,240 82.115 40.931 - - 349.717
Balance Sheet Short Position - - - - - (349.717) (349717
Off-Balance Sheet Long Position - - - - - - -
Off-Balance Sheet Short Position - - - - - - -
Total Position 126.431;  100.240 82.115 40.931, - (349.717) -

]

(2
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE
BRANCH (Continued)

V.

EXPLANATIONS ON INTEREST RATE RISK (Continued)

Non
Uptol 1-3 3-12 1-5 Over5] Interest
-131 December 2015 Month! Monthsi Months years yearsi Bearing Taotal
Assets
Cash (Cash in Vault, Effectives,
Cash in Transit, Cheques Purchased)
and Balances with the Central Bank
of the Republic of Turkey 28.428 - - - -1 15.817 44.245
Banks 6.383 52.190 - - - 57428 116.001
Financial Assets at Fair Vale
Through Profit or Loss - - - - - - -
Interbank Money Market Placements 7.201 - - - - - 7.201
Available-for-Sale Financial Assets 12.851 22459 108332 7.847 - 727 152216
Loans and Receivables 373 892 2.126 2.608 - 4.457 10.456
Held to Maturity Securities - - - - - - -
Qther Assets V 56 - - - - 10.313 10.369
Total Assets 55.292 75.541]  110.458 10.455 - 88.742] 340.488
Liabilities
Bank Deposits 9,978 20428 - - - 63.667 94.073
Other Deposits 2.612 1.325 1.623 - - 25446 31.006
Funds From Interbank Money .
Market - - - - - - -
Sundry Creditors - - - - - 979 979
Marketable Securities Issued - - - - - - -
Funds Borrowed From Other
Financial Institations - - - - - - -
Other Liabilities 444 - 32 - -l 213.954] 214430
Total Liabilities 13.034 21.753 1.655 - -l 304.046] 340.488
Balance Sheet Long Position 42.258 53.788; 108.803 10.455 - - 215304
Balance Sheet Short Position - - - - - @C15304); (215.304)
Off-Balance Sheet Long Position - - - - - - -
Off-Balance Sheet Short Position Co- - - - - - -
Total Position 42,258, 53.788]  108.803 10.455 -l (215.304) -

() “Other Assets” line includes Tangible Assets, Deferred Tax Assets, and Other Assets.

@ Shareholders® equity is presented under “Other liabilities” item in the “Non interest bearing” column.
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE
BRANCH (Continued)

Iv. EXPLANATIONS ON INTEREST RATE RISK (Continued)
Effective average interest rates for monetary financial instruments:

Interest rates in the below tables are the weighted average rates of the related balance sheet items.

31 December 2016 Eurg USD Yen TL
Ye % Yo Yo

Assets
Cash ve Central Bank of Turkey E 0,49 < 4.9
Banks and Other Instutions 0,50 1,40 E 8,56
Financial Assets at Fair Value Through Profit/ Loss . E 4 4
Interbank Money Market Placements E - . -
Available-for-Sale Financial Assets 4 E . 10,74
Loans and Receivables ) 9,00 . . 16,08
Held to Maturity Securities 4 4 - .

Liabilities
Bank Deposits - 0,25 . 4,50
Other Deposits 0,25 0,75 . 4,30
Funds From Interbank Money Market . - 4 -
Sundry Creditors 4 - - E
Moarketable Securities Issued 4 . - o
Funds Borrowed From Other Financial Institutions . - 4 1

31 December 2015 Eurd USD Yen| TL]

% % Yol %

lAssets
Cash ve Central Bank of Turkey n 0,28 . - 5,01
Banks and Other Instutions 3,00 - 4 8,69
Financial Assets at Fair Value Through Profit / Loss . 5 . -
Interbank Money Market Placements - - - 7,30
Available-for-Sale Financial Assets < 4 - 9,14
Loans and Receivables 9,00 - b 16,82
Held to Maturity Securities - 1 : -

Liabilities
Bank Deposits - 0,25 - 4 4,50
Other Deposits . 0,25; 0,53 A 431
Funds From Interbank Money Market . - - -
Sundry Creditors . - . -
Marketable Securities Issued - : - -

Funds Borrowed From Other Financial Institutions N J E
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE
BRANCH (Continued)

1v.

EXPLANATIONS ON INTEREST RATE RISK (Continued)
Interest rate risk resulting from banking book:

According to “Regulation on Equities of Banks” published in the official gazette no 28756 dated 5
September 2013 and items followed in the trading book; interest rate risk is arising from all balance
sheet and off-balance sheet items which are sensitive to interest except subordinated debts which are
taken into account when equity is calculated. The interest rate risk resulting repricing risk, yield-curve
risk, base risk and option risk.

Repricing Risk

The repricing risk is defined as probable loss from bank’s net interest income and negative economic
value caused by the interest rate fluctuations. On demand assets and lizbilities in the Branch’s balances
sheet are not affected the fluctuations of interest rate change. Assets and liabilities,which having a fixed
term, are sensitivite to the repricing risk.

Yield Curve Risk

The yield curve risk is defined as probable loss from bank’s net interest income and negative economic
value caused by the alteration of yield curve, The Branch has not used financial instruments which are
exposed to the yield curve risk. The Branch has not exposed to the vield curve risk.

Base Risk

The base risk is defined as probable loss from bank’s net interest income and negative economic value
casued by the base of interest rate increase or decrease in the Bank’s operations. The Branch has not
used the different base of the operations.

Option risk

The option risk is defined as probable loss from bank’s net interest income and negative economic value
caused by the option right/liability included embedded. The Branch has not nsed derivative instruments,
There is no interest sensitive items including option except time deposit and the part of amount is
immaterial.

The interest rate risk resulting from the banking book is measured legally as per the “Regulation on
Measurement and Evaluation of Interest Rate Risk Resulting from Banking Book as per Standard Shock
Method”. Economic value differences arising from interest rate fluctuations table is preparen in
accordance with “Standard Shock Method” and presented as below
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE
BRANCH (Continued)

v EXPLANATIONS ON POSITION RISK OF EQUITY SECURITIES IN BANKING BOOK:
Position risk of equitjr shares on banking book

a) Relation of risks with gains accounted under equity and analyzing according to their aims including
strategic reasons and the accounting policies applied and general information about valuation
techniques with assumptions in this application, the elements that manipulate valuation and important
changes:

The branch does not have stocks that are not traded on the stock exchange.

b) For balance sheet values of equity investments, fair value and for those traded on the stock exchange,
the comparison with the market price if the market value differs si gnificantly from the fair value:

31 December 2016

Comparison
Equity Investmentés Carrying Value Fair Value Market Value
1) Securities Available for Sale 654 654 -
Traded on Stock Exchange 654 654 -
2) Associates - - -
Traded on Stock Exchange . - -
3) Subsidiaries - - -
Traded on Stock Exchange - h - -

31 December 2015

Comparison
Equity Investments Carrying Value Fair Value Market Value
1) Securities Available for Sale 727 727 -
Traded on Stock Exchange 727 727 -
2) Associates - - -
Traded on Stock Exchange - - -
3) Subsidiaries - - -
Traded on Stock Exchange - - ) -

¢) Realized gains/losses, revaluation surpluses and unrealized gains/losses on equity securities and results
included in core and supplementary capital

None.
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE
BRANCH (Continued)

VI EXPLANATIONS ON LIQUIDITY RISK:

The liquidity risk of the Branch is the risk of being unable to fulfill its payment obligations on time due to
not having enough cash sources or cash inflows to finance its cash outflows fully and on time due to cash

flow instabilities. It has been evaluated in two main categories:

Funding Liquidity Risk : It is a kind of risk which does not meet the any unexpected loss and non

defaulting debts and liabilities.

Market Liquidity Risk : It is a kind of risk which consists of the position that cannot be sold without
affecting market price due to insufficient market depth or market conditions’ deterioration or that cannot

be completed with the position of market price for any reasons.

a. Information on liquidity risk management, including the risk capacity of the branch, the
responsibilities and structure of the liquidity risk management, the reporting of the liquidity risk
within the bank, the liquidity risk strategy, and how the policies and practices are communiecated to

the board and lines of business:

The applications and responsibilities related to the liquidity risk has been determied according to the
Treasury Liquidity and Market Management Policies and Practices approved by Board of Managers. The
Branch’s liquidity policy is fo own sufficient liquidity reserve and opportunities to meet its liabilities even

in cases of stress, resulting from the market conditions or other conditions specific to the Branch.

Branch has a high risk coverage ratio due to its capital and asset / lability structure. The liquidity
coverage ratio of the Branch which is able to meet the cash outflows with high quality liquid asset stake is
considered to be well above the market averages and quite high. There are also ready-to-use limits for the

CBRT

In the daily / weekly / periodically structured meetings of the Assets and Liabilities Comunittee and the
Risk Committee attended by the senior management, the indicators related to the liquidity status are
examined and the liquidity risk is addressed. In addition, the Board of Managers is informed through the

regular reports prepared by the Risk Management Department and the Audit Committee.

For liquidity risk management, the Risk Management Unit monitors the funding and liquidity risk, market
conditions, the distribution of accounts in different foreign currency types, the maturity structure, costs
and expected future cash flow obligations. The Risk Management Unit monitors the limits on liquidity
risk determined by the Board of Managers. In addition to these, the Risk Management Unit implements
periodic liquidity stress tests to measure the effects of adverse scenarios on the liquidity situation of the
Branch. The Fund Management Department manages the fanding and liquidity risk to prevent inadequate
funding at any time or any source and regularly reports on the liquidity position of the Assets and
Liabilities Committee and the Branch's liquidity position. The General Accounting Unit Financial

Reporting Service monitors the liquidity coverage ratio and regularly reports to the BRSA.
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I INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE
BRANCH (Continued)

VI.

EXPLANATIONS ON LIQUIDITY RISK (Continued):

b. Information on the centralization degree of liquidity management and funding strategy and the
functioning between the Bank and the Bank’s subsidiaries:

The Branch’s liquidity management is performed by the Asset and Liability Management. The branch has
no subsidiary subject to censolidation.

¢. Information on the Bank’s funding strategy including the policies on funding types and variety of
maturities:

Branch spread to the base of demand current and time deposit accounts and that a stable, long-term
diversification and aims to be the source of the funds used. Ratio of liquid asses to total assets ratio and
risk indicators related to liquidity, credit and the ratio of funds, issues such as the concentration in
provided funds are being closely monitored.

¢. Information on liquidity management on the basis of currencies constituting a minimum of five
percent of the Branch’s total liabilities:

The total liabilities of branches are in Turkish Lira, Euro or US Dollar, and GBP and Iranian Riyal are in
foreign cuirency. TL liquidity of the branch is managed by cash and cash convertible securities held by
CBRT and Banks. TL assets are used for funding TL assets and FC liabilities are used for funding of FX
assefs. Foreign currency funds are provided from foreign currency denominated borrowings and foreign
bank deposits held in our Branch. Foreign currency liquidity is held in correspondent bank accounts
within limits.

d. Information on liquidity risk mitigation techniques:

Liquidity risk is mitigated by using techniques such as maintaining high quality liquid asset buffer to
cover possible fund outflows, diversification of funding sources so far as possible and inclusion to the
base, homogenizing the maturity distribution of repayments as far as possible, obtaining limits from
funding institutions to use when necessary and cnsuring that a determined portion of funding sources are
comprised of deposits. In addition,core deposit analysis is performed and concentration on collected finds
are closely monitored.

e. Information on the use of stress tests:

In order to analyze the source of the possible liquidity insufficiencies and whether comformably move
exists on existing off-balance sheet and balance sheet positions relavent with liquidity risk expectation,
The scenarios are implemented by Risk Management Directorate and 3 types liquidity stress tests are
prepared by Banking Regulation and Supervision Agency (BRSA). These includes stress test scenarios
are special to the Branch, related with the overall market or scenarios take in consideration both of the
situations. Stress tests telated with liquidity risk are repeated at monthly periods. Results are tracked with
key risk indicators and monitored by Senior Management.
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE
BRANCH (Continued) '

VI

EXPLANATIONS ON LIQUIDITY RISK (Continued):
f. General information on urgent and unexpected liquidity situation plans:

Necessary strategy and procedures for the management of possible liquidity crisis are determined with the
Liquidity Contingency Plan, which is approved and reviewed by the Board of Managers. The plan
ultimately aims to protect current and participating account holders, lenders and shareholders. The basic
indicators of the Liquidity Emergency Action Plan have been identified, and if the unexpected
developments in the liquidity situation or other indicators are triggered, the plan is put into practice. The
Risk Committee is responsible for monitoring the plan, and the Asset and Liability Committee is
responsible for its implementation.

Analysis of financial liabilities by remaining contractual maturities:

The following table is prepared before the Branch’s liabilities are undiscounted and based on the earliest
date to the payment. )

Demand and 1-3 3-12 1-5 Over s
31 December 2016 Up to 1 Month ; Months Months Months Years Total
Liabilities
Deposits 264.750 10.012 374 - - 275.636
Borrowings - - - - - -
Total 264.750 10.012 874 . - - 275.636

Demand and

Uptol 1-3 3-12 1-5 Over5

31 December 2015 Month Months Months Months Years Total
Liabilities :
Deposits 101.738 21,761 1.628 - - 125,127
Borrowings - - - - - -
Total 101.738 21.761 1.628 - - 125127
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE
BRANCH (Continued)

V1.

EXPLANATIONS ON LIQUIDITY RISK (Continued):

Breakdown of assets and liabilities according to their outstanding maturities:

Uptol| 1-3 3-12 1-5 |Over 5 Unclassified
Demand | Month ; Months | Months | years | years o Total
31 December 2016 )
Assets
Cash and the Central Bank of the
Republic of Turkey 13.828 61.084 . - E - - 74912
Banks 131294  47.7420  21.699 . - . - 200.735
Financial Assets at Fair Value
Through Profit or Loss - - - . - E - .
Interbank Money Market Placeménts 4 - 4 - . - . .
Available-for-sale Financial Assets 4 22910 87.862 80418 40.716 - 655 232561
Loans and Receivables e 353 652 2.574 215 . 4.170, 7.964
Held-te-maturity Securities . 4 . : . E - T
Other Assets (I 12 . - 204 - . 9.744] 9,960
Total Assets 145134 132.08% 110.213 83.196  40.931 . 14.569; 526.132]
Liabilities
Bank Deposits 177.337 4 9.973 9 - . - I87.310
Other Deposits 86.607 806 4 868 E - - 88.281
Funds Borrowed From Other
Financial Institutions - - . 4 E . - h
Funds From Interbank Money
Market . . . . : E . . -
Marketable Securities Issued e - 4 - E - - ©
Sundry Creditors 1.709, . . - . . - 1.709
Other Liabilities ® L . 617 . 9. . - 248.206!  248.832
Total Liabilities 265653  1.423 9.973 877 - - 248206  526.132
Net Liquidity Gap (120.519) 130.666 100.240 82,319  40.931 4 (233.637) -
B1 December 2015
Total Assets 73343 55194 75541 110577 10.455 . 15.378  340.48§
Total Liabilities 590.092 13.034 21,753 1,655 4 E 213.954 340488
Net Liquidity Gap (16.749) 42.160 53.788  108.922 10.455 4 (198.576). .

m

@

Assets that are necessary for banking activities and that cannot be liquidated in the short-term, such as tangible assets,
subsidiaries, stationary, pre-paid expenses and non-performing loans, are classified in this column.

Sharehelders® Equity is presented under the “Other Liabilities” item in the “Unallocated” column,
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TURKEY MAIN,

INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE

BRANCH (Continued)

VI.  EXPLANATIONS ON LIQUIDITY RISK (Continued)

Leverage Ratio:

The leverage ratio table prepared in accordance with the communiqué “Regulation on Measurement and
Assessment of Leverage Ratios of Banks” published in the Official Gazette no. 28812 dated 5 November

2013 is presented below:

Current Prior Period
On-balance sheet assets Period (%) ™
On-balance sheet items (excluding derivative financial instruments -
! and credit derivatives but including collateral) 562.221 339.222
2 [ Assets deducted in determining Tier I capital) (1113} (77}
3 | Total on-balance sheet risks (sum oflines 1 and 2) 561.108 339,145
Dexivative financial instruments and credit derivatives - -
4 Replacement cost associated with all derivative instruments and
credit derivatives - )
5 | Add-on amounts for PFE assoclated with al] derivative instruments ]
and credit derivatives -
5 Total risks of derivative financial instruments and credit derivatives _
(sumoflines 4 10 5) -
Securities or commodity financing transactions (SCET) - -
7 | Risks from SCFT assets (excluding on-balance sheet) B -
& | Risks from brokerage activities related exposures - -
9 Total risks related with securities or commodity financing
transactions (sum of lines 7 to §) - )
Other off-balance sheet transactions - -
10 | Gross notional amounts of off-halance sheet transactions 5.466 4.690
11 § (Adjustments for conversion to credit equivalent amounts) - -
12 | Total risks of off-balance sheet items (sum of Lines 10 and 11) 5.466 4,650
Capital and total risks
I3 { Tier I capital 234,174 207.267
14 | Total risks (sum of lines 3, 6, 9 and 12) 566,574 343,835
Leverage ratio
15 | Leverage ratio 41,33 60,28

(*) Amounts in the table are three-month average amounts,
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE
BRANCH (Continued)

VL.  EXPLANATIONS ON LIQUIDITY RISK (Continued)

Liquidity Coverage Ratio

Total Unweighted Value Total Weighted Value
Current Period (Average) () (Average) (*
TI+FC | TL+FC FC
High-Quality Liquid Assets : 108.637 31873
1  Total high-quality liquid assets (HQLA) 131.121 46.511 108,637 31873
Cash Outilows
2 Retail deposits and deposits from small .
business customers, of which: 7.610 6.857 571 523
3 Stable deposits 3792 3253 190 163
4 Less stable deposits 33818 3.604 382 360
5 Unsecured wholesale funding, of which:
313.718 147.430 248.294 120,555
6 Operational deposits 2.198 2,039 550 510
7 Non-operational deposits 106.202 42.243 42,517 16.897
8 Unsecured fanding | 205.228 103.148 205,228 103,148
9 Secured wholesale funding - .
10 Other cash outflows of which: - - - -
1 Qutflows related to derivative exposures and
other collateral rquirements - - - -
12 QOutflows related to restractured financial
instruments - - - .
Paymenat commitments and other off-balance
13 sheet commitments granted for debts to .
financial markets - - - -
14 Other revocable off-balance sheet
commjtments and contractual obligations
15 Difer caylamaz veya sart1 bagh olarak cayilabilir bilango dis1 borglar 4466 1.202 551 218
16 Total Cash Outflows I 249417 121,297
NAKIT GIRISLERI
17 Secured receivables - - - -
18 Unsecured receivables - - - -
19 Other cash inflows 263.492 133.404 263.492 133.404
20 Total Cash Inflows
263.492 133.404 263492 133,404
2 Total HQLA i 108637 31873
22 Total Net Cash Qutflows
64.805 30.324
23 Liquidity Coverage Ratio (%)
i 168,13 98,39
(*) The average of last three months® liquidity coverage ratio calculated by weekly simple averages,
The table below presents highest, lowest and average liquidity coverage ratios of the last three months of 2016:
Current Period Highest Date Lowest Date Average
TLAFC 254,54 01.11.2016 96,45 07.10.2016 174,12
FC 133,37 30.12.2016 71,80 18.10.2016 100,64
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE
BRANCH (Continued)

VI

Liquidity Coverage Ratio (Continued)

EXPLANATIONS ON LIQUIDITY RISK (Continued)

Total Unweighted Value Total Weighted Value
Prior Period (Average) (*) (Average) (*)
TL+FC FC TL+FC FC
High-Quality Liquid Assets 183.006 33.969
1 I Total high-quality liquid assets (HQLA) 191,343 41.942 183.006 33.069
Cash Outflows
2 Retail deposits and deposits from small
business customers, of which: 4.370 4.410 306 296
3 Stable deposits 2620 2420 131 121
4 Less stable deposits 1.750 1.950 175 175
5 Unsecured wholesale funding, of which:
111.679 99,666 92.960 B86.515
6 Operational deposits 1.020 1012 255 253
7 Non-operational deposits 29.923 20.653 11.969 8.261
8 Unsecused funding 80.736 78.001
9 Secured whelesale funding - -
10 Qther cash outflows of which: - - - -
1 Qutflows related to derivative exposures and
other collateral requirements - - - -
12 Outflows related to restructured financial
instumenis - - - -
Payment commitments and other off-balance
13 sheet commitments granted for debts to
financial markets - - - -
14 Other revocable off-balance sheet
comumitments and contractual obligations
15 Other itrevocable or conditionally revocable
off-balance sheet obligations 4,600 790 553 171
16 Total Cash Outflows 93.819 86.982
Cash Inflows
17 Secured receivables - - - -
18 Unsecured receivables - - - -
19 Other cash inflows 93,744 75.190 93.744 75.190
20 Total Cash Inflows
93.744 75.190 93.744 75.190
2t Total HQLA . 183.006 33.969
n Total Net Cash Qutflows 23,799 2.100
. .
23 Liquidity Coverage Ratio (%) 77477 153.59
(¥} The average of last three months® liquidity coverage ratio calculated by weekly simple averages.
The table below presents highest, lowest and average liquidity coverage ratios as of 2015:
Current Period Highest Date Lowest Date Average
TLAFC 929,40 02.01.2015 189,26 23.12.2015 824,56
FC 257,03 18.03.2015 122,38 11.09.2015 164,53
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE

BRANCH (Continued)

VII.  EXPLANATIONS ON FAIR VALUES OF FINANCIAL ASSETS AND LIABILITIES

The estimated fair value of demand deposits refers to the amount to be paid on demand. Estimated fair value of
fixed rate deposits is calculated by using discounted cash flow using market interest rates applied to similar loans

and other debts.

Fair values of loans are calculated discounting future cash flows at current market interest rates for fixed rate
loans. The carrying values of floating-rate loans are deemed an approximation for their fair values.

The table summarizes thie book value and fair value of the financial assets and liabilities that were not accounted
by the values in Bank’s financial statements. Book value is the sum of the acquisition value and accumulated

profit share accruals,

Carrying Value Fair Value

31 December 31 December| 31 Decemberi 31 December

2016 2015 2016 2015
Finansal Assets 441.260 285.874 441.260 286.234
Interbank Money Market Placements - 7.201 - 7.201
Banks 200.735 116.001 200,735 116.001
Financial Assets Available-for-Sale 232.561 152216 232561 152216
Loans (*} 7.964 10456 7.964 10.816
\Financial Liabilities 277300 126.058 277300 126.058
Bank Deposits 187310 94,073 187.310 94.073
Other Deposits §8.281 31.006 §8.281 31.006
Miscellaneows Payables 1.709 979 1.709 979

{*} It is observed that the fair value approximates to the recorded valne,

'TFRS 7 the standard of "Financial Instruments: Disclosures" requires to be classified according to certain levels,
with items presented with fair values on the financial statements. These levels are based on the observability of
the data used to calculate the fair value. The classification of the fair value is as follows:

VIIL. EXPLANATIONS ON THE ACTIVITIES CARRIED OUT ON BEHALF AND ACCOUNT OF

OTHER PERSONS

The Bank does not perform purchases, sales and cusfody services in the name of others. The Bank has no

fiduciary based transactions.

IX. EXPLANATIONS ON RISK MANAGEMENT

Risk Management System refers to the Board of Managers, the Audit Committee, the Risk Management
Committee Internal Systems Coordinator and the Risk Management Department which has been composed in
order to manage systemic risks that the Branch is exposed. Board of Managers is the owner of the Branch’s
Risk Management System and ensures the establishment of an effective, sufficient and appropriate risk
management system as well as the continuity of the system. The main objective of the Branch's Risk
Management System is to identify, measure, monitor and control the risks that the Branch is exposed to, by
determining the policies, limits and procedures to control, to monitor, and if necessary to change the risk-return
structure of the Branch's future cash flows and the level & the quality of related activities.
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE
BRANCH (Continued)

IX. EXPLANATIONS ON RISK MANAGEMENT (Continued)
a. Explanation on risk management and rish weighted amounts:

1. Risk weighted amounts:

. Minimum
Risk Weighted Amounts Capital
Risk Agehiklh Tutarlara Genel Balag Requirements
. Prior Current
Current Period Period Period
Credit risk (excluding counterparty credit risk) (CCR) (¥)
1 244.001 141.970 19.520
Of which standardised approach (SA)
2 244.001 141.570 19.520

Of which internal rating-based (IRB) approach

Counterparty credit risk

Of which standardised approach for counterpary credit
3 | rsk (SA-CCR) - -

Of which internal model method (IMM)

Equity position in banking book under basic risk .
7 _| weighting or internal rating-based 654 597 52

Equity investments in funds - look-through approach

g . .
Equity investments in fonds — mandate-based approach

9 - -
Equity investments in funds - 1250% risk weighting

10 | Approach - -
Settlement risk

11 - -
Securitisation exposures in banking book

12 . -
Gf which IRB ratings-based approach (RBA)

13 - -
Of which IRB supervisory formula approach (SFA}

14 - -

Of which § A/simplified supervisory formula
15 | approach (SSFA) - -

Market risk
16 20.100 23.563 1.608

Of which standardised approach (SA)
17 20.100 23.563 1.608

Of which internal model approaches (IMM)

Operational risk
19 35326 35326 2.826

Of which basic indicator approach
20 35326 - 35326 2.826

Of which standardised approach

Of which advanced measurement approach

Amounts below the thresholds for deduction from capital (subject to 250% risk weight)

Floor adjustment
24 - -

Total (1+4+7+3+9-+10+11+12+16+19+23+24) )
25 300.080 201.455 24.006
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE

BRANCH (Continued)

IX. EXPLANATIONS ON RISK MANAGEMENT (Continued)

a, Explanation on risk management and rish weighted amounts (Continued):
2, Differences and matching between asset and liabilities’ carrying values in financial

statements and risk amounts in capital adequacy calculation:

Carrying values of items in accordance with Turkish Accounting
<

2,
TEY

3] December 2015

Carrying
values in
Snancial
Statements
prepared as
perTAS

Subfoct to
eredit risk

Subject te
Counterparty
eredit risk

Subject to
trarket risk

)

Not subject to
capital
requirements or
subject to
deductior from
capital

Assets

Cash (Cash on Hand, Money in Transit,
Purchased Cheques) and Balances With
Central Bank of Turkey

74.912

40.548

34,126

Financial Assets Held for Trading

Financial Assets at Fair Value Through
Profit or Loss

Banks

200.735

200.621

Interbank Money Markets Placements

Financial Assets Available-for-Sale

232.561

171.657

Loans

7.964

7915

Factoring Receivables

Investment Held-to-Maturity

Investment in Associates

Investment in Subsidiaries

Investment in Joint-Ventures

Leese Receivables

Derivative Financial Assets Held for Risk Management

Tangibls Assets

Intangible Assets

Investiment Propetty

Tax Asset

Assets Held for Sale and Assets of Discontinued Operations

Other Assets

648

4.972

Total Assels

526.132

434637

Liabilities

Deposits

275,591

Derivative Financial Liabilities Held for Trading

Funds Borrowed

Interbank Money Markets

Securities Issued

Fonlar

Miscellansous Payables

Muhtelit borglar

1.70%

Other External Fundings Payable

1.503

Factoring Payables

Lease Payables

Derivative Financial Liabilities Held for
Risk Management

Provisions

3,748

Tax Liability

3,608

Liabilities for Assets Held for Sale and Assets of Discontinued Operations

Subortinated Debts

Shareholders’ Equity

239.972

Total Liabilities

526.132

¢ Disclosed based on gross position amounts subject to general market risk and specific risk
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE
BRANCH (Continued)

IX. EXPLANATIONS ON RISK MANAGEMENT (Continued)

a. Explanation on risk management and rish weighted amounts (Continued):
3. Main sources of differences between regulatory exposure amounts and carrying values in financial
statenments:
Items Ttems Items Items
Total sub]ec.t subject to subject to subject to
to credit R counterparty | market
. securitisation Al .
risk framework credit risk risk
31 December 2016 framework ra framework | framework
1- Carrying Value of Assets in Accordance with
TAS (as per template 1B) 526.132 434.637 - - -
2- Carrying Value of Liabilities in Accordance with |
TAS (as per template IB) - - - - -
3- Total net amount 526.132 434.637 - - -
4- Off-balance sheet amounts 5.328 4.953 - - -
3- Differences in valuations - - - - -
6 Differences due to different netting rules (other than .
those already included in row 2) - - - - -
7- Differences due to consideration of provisions - - - - -
8- Differences due to prudential filters - - - - -
9-Risk Tutarlar: 531.460 439.590 - - -

b. Gemeral qualitative information on credit risk:
1. How the business model translates into the components of the branch’s credit risk profile:

The business model of the Branch basically consists of two main business fields: collecting funds by means of
demand current accounts, scattered customer time deposit accounts, especially with Bank Melllat Iran and other
foreign Iranian banks repo accounts subject to the interest-free banking rules, and using those funds and equity
funds to make fnds available to customers. Because of these main business fields, the branch’s assets have a low
credit-weighted structure. Reflecting this business model, its tota] assets consist mainly of government bonds and
domestic marketable bond securities, while the loans provided to customers remian in small proportions. The
branch aims to increase the loan amount, taking into account the risk-return balance, and thus to achieve a
sustainable growth.

The risk profile of the Branch indicates the types of risks to which it is exposed or expects to be exposed, and its
risk level by type of risk. The largest type of risk to which the Branch is exposed or expects to be exposed within
its current and target business model is not the SME or commercial customer credit risk. Although the credits
remain in the active ratios, the sectoral concentration and maturity structure are followed in the scope of the risk
of concentration. Conversion rates and limitations are followed for exposure risk. Intrinsic limits have been set for
borrowers and credit risk groups in terms of credit risk intensities, taking into account the coherent size
orders.Country limits have been established in order to prevent concentration in the countries determined within
the scope of the country risk. Although it is a branch status and ownership structure is naturally higher country
risk is Iran, it is considered to include a reasonably low risk. In legal reporting, risks in Iran and other countries
are monitored in accordance with BRSA regulations.
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE
BRANCH (Continued)

IX. EXPLANATIONS ON RISK MANAGEMENT (Continued)
b. General qualitative information on credit risk (Continued):
2. Criteria and approach used for defining credit risk policy and for setting credit risk Iimits:

The main purpose of the credit risk policy is to measure the counterparty risk undertaken as part of a credit
transaction, to monitor the risk against the legal limits and the Branch’s internal limits, to research new techniques
and applications for measuring and controlling the risk, to monitor overdue receivables, to analyze the reason of
overdue, and to take measures to prevent such reasons from repeating. The term ‘credit risk’ refers to the potential
loss the branch might be exposed to because of credit borrowers’ partial or full default of the credit agreements
they signed with the branch. This term also includes the loss of market value because of the breakdown of the
counterparty’s financial position. This term includes on-balance sheet and off-balance sheet transactions too.

Risk limits; As part of the risk appetite structure, are determined by considering the size of the brach in the capital
structure and the financial system. In this context the appetite for risk approved by the Board of Managers are
divided between and allocated to other levels considered necessary by fype of risk. The uses of the limits are
closely monitored, and overdrafts are reported to the executive management for ensuring the necessary measures
to be taken.

3. Structure and organization of the credit risk management and control function:

Risk Management, by Internal Control - Compliance and Internal Audit Units through Internal Systems
Coordination Unit; works under the Audit Committee is affiliated to the Board of Mana gers. Risk Management
Unit and the Internal Systems Coordinator to which it is affiliated are responsible for implementing the strategies
and policies approved by the Branch Management Board and for carrying out other duties assigned by the Internal
Systems Supervisor performing the Audit Committee mission.

4. Relations between the credit risk management, risk conirol, compliance and internal audit functions:

The units within the scope of the internal systems were established in accordance with the Board of Managers
within the branch organization structure. The board of managers has delegated its duties and responsibilities
within internal systems to the Audit Committee, which is designated as Internal Systems Responsible. These units
carry out their activities under the supervision of the Internal Systems Supervisor and the coordination of the
Internal Systems Coordinator.

The internal control function of the Branch is performed by the Internal Control Department. Internal Control
System has been founded in such a manner to be capable and efficient to mitigate, manage, monitor and confrol
the exposure risks of the Branch in accordance with the Branch’s organizational structure and business fields as
well as changing circumstances, and covers all domestic and international branches, head office, consolidated
subsidiaries and all business activities of the Branch. The internal control system and internal control aciivities of
the Branch are designed by the Internal Control Department in cooperation with the relevant management
executives and are performed at a sufficient and efficient extent.
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE
BRANCH (Continued)

IX. EXPLANATIONS ON RISK MANAGEMENT (Continued)

b. General qualitative information on credit risk {Continued):

4. Relations between the credit risk management, risk control, compliance and internal audit functions
(Continued):

Compliance checks are carried out within the Internal Control Unit in accordance with the legislation in
accordance with the structure of the Branch

Efforts are being made to ensure that the risk of compliance in the branch is effectively managed and
controlled, that such risks are identified and prevented before they occur, and that the activities of the
Branch are carried out in accordance with the relevant legislation and regulations in a continuous
manner.

Risk Management Department performs the tasks of determining, measuring and managing the exposure risks of
the branch. An efficient risk management system infrastructure has been established for credit risk management
tasks, credit policy, and risk management activities falling within the credit risk policy. The internal credit risk
limits set by the Board of Directors are measured and reported at regular intervals to the Audit Committee.

Internal audit department is in charge of assuring the Board of Managers and the executive management that the
Branch’s business activities are performed in accordance with the Banking Law, other applicable laws and
regulations and the internal strategies, policies, principles and targets of the branch, and that the internal control
and risk management systems are efficient and sufficient.

5. Scope and main content of the reporting on credit risk exposure and on the credit risk management
function to the executive management and to the Board of Directors:

Risks exposed to the Branch are reportéd on the basis of risk types in daily / monthly and periodic regular reports
provided to the Board of Managers and senior management. Credit risk reporting includes the following main
content.

The asset quality is analyzed and compared to the previous period in the framework of the Regulation on the
Procedures and Principles for the Determination of the Qualifications of Loans and Other Receivables by Banks
and the Provisions to be Subscribed and thus the sustainability of the asset quality is monitored. Credit risk limits
and realizations in the related period. Loan disbursements are monitored on the basis of cash, non-cash and total
loans. Risk limits and realizations are defined for the risk appetite of the branch.

Distribution of cash loans according to cash flows is monitored. Administrative and legal follow-up customers are
monitored as well. In addition, the limits and limits of the Branch Risk Group are being reported.

Country ratings, limits and limit achievements are being followed and compared with the previous period.

In order to observe whether there is an increase or decrease in the value of the real estate collateral acquired
during the fund disbursement process, the analysis of the real estate price index is examined and the appraisal
values are updated routinely and at necessary intervals.
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE
BRANCH (Continued)

IX. EXPLANATIONS ON RISK MANAGEMENT (Continued)

b. General qualitative information on credit risk (Continued):

5. Scope and main content of the reporting on credit risk exposure and on the credit risk management
function to the executive management and to the Board of Directors (Continued):

Credit quality of assets:
Gross carrying value as per TAS Allowances/amontisation
Lo, Net values
and impairments
Defaulted Non-defaulted
1 | Loans 6.957 204529 2.787 208.699
2 | Debt securities - 233,144 583 232.561
Off-balance sheet
3 exposures(*) 375 3.047 94 5.328
4 | Total 7.332 442.720 3.464 446.588
Changes in stock of defaulted loans and debt securities:

Cari Dénem (*)
1 | Defaulted loans and debt securities at end of the previous reporting period 7.264
2 | Loans and debt securities that have defaulted since the last reporting period -
3 | Receivables back to non-defaulted status - -
4 | Amounts written off ) -
5 | Other changes 68
6 | Defaulted loans and debt securities at end of the reporting period (142-3-4+5) 7.332

*

{

) Non-indemnified cash non-cash loans are included.

6. Qualitative disclosures related to the credit quality of assets

a) Scope and definitions of "overdue" and "provision allocated" receivables for accouating purposes and
the differences of definitions between "overdue” and "provision allocated” , if any

Overdue receivables and provision allocated receivables are determined according to the Communique on
Principles and Procedures for the Determination of the Quality of Loans and Other Receivables and Reserves.

b) The part of the overdue receivables (past 90 days) for which provision is not allocated and reasons for
this application

Provisions are made on time and at the required rates within the scope of the legislation. Within the branch capital
structure, the amount of credits required to allocate both loans and special provisions in general is very low.
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INFORMATION RELATED TO FINANCIAL STRUCTURE OF THE BRANCH (Continued)

IX. EXPLANATIONS ON RISK MANAGEMENT (Continued)

6. Qualitative disclosures related to the credit quality of assets (Continued):

¢) Definitions of the methods used when determining the provision amount

The minimum legal reserve requirement ratios stafed in the same 7th and 8th articles of the Regulation on loans or
other receivables classified in the third, fourth, fifth group defined in Article 4 of the Regulation on the
Procedures and Principles for the Determination of the Qualifications of Loans and Other Receivables and the
Provisions to be Forbidden by Banks, Including the minimum legal guarantees defined in Articles 9 and 10.

d) Definitions of restructured receivables

According to the Principles and Procedures for the Determination of the Quality of Loans and Other

Receivables and Reserves, restructuring for the performing and non-performing loans means new contractural
conditions only for the loan obligators encountered or likely to be encountered in repayment as a result of

financial difficulties, excluding loan obligators with no repayment difficulties.

¢) Breakdown of expesures by geographical areas, industry and ageing:

. Loans Under
Current Period (*) Follow-Up Specific Provisions Write-Offs

Domestic

7.332 2.881 -

European Union (EU) Countries

OECD Countries

Off-Shore Banking Countries
USA, Canada
Other Couniries
Total 7.332 2.851 -
(*)Indemnified- non cash koan amounts which are not included.
Upto3 312 3-12 3-5158 Years and
Months Months Months Years | Over
Current period
Corporate and Commercial Loans 1.004 2.485 - - -
Retail Loans 1 89 215 ~ -
Credit cards - - - - -
Other - - - - -
Total 1.005 2.574 215 - -
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE
BRANCH (Continued)

IX. EXPLANATIONS ON RISK MANAGEMENT (Continued)

6. Qualitative disclosures related to the credit quality of assets (Continued):

1) Credit risk mitigation techniques:

In accordance with Article 33 of the Communique on Credit Risk Reduction Techniques, the Branch reduces the
credit risk according to the simple financial guarantee method in which the risk reduction effects are calculated
based on the fair value determined in accordance with Article 19 of the Communiqué on financial guarantees.

In the credit risk reduction calculations, no tools other than cash or similar assets are considered.

Financial collateral can not be used for credit reduction if the remaining maturity of the collateral is less than the
remaining maturity (maturity mismatch) and / or currency incompatibility of recievables.

Exnosures Collateralized Collateralized Collateralized

m’fm od: Exposures amount of Exposures | amount of | Exposures amount of

carevin ’ e c:::e dby eXDOSUres secured by | exposures | secured by exposures

g P financial | secured by credit secured by

amount as per | collateral secured by N . .
TAS collateral | BUarantees financial | derivatives c_:red.lt
guarantees derivatives
31 December 2016

1| Loans 1.850 8.901 8.901 - - - -
2 | Debt securities 232.561 - - - - - -
3 | Total 234411 8.901 8.901 - - - -
4 | Overdue 6.957 4.344 - - - -

c. Information on counterparty credit risk (PPE):

a) Risk management objectives and polices for CCR:

Determination of the creditworthiness of financial counterparties has been made in addition to the Credit Policy of
the Branch in accordance with the regulations published by BRSA and the international practices in order to limit
the exposure to be suffered by the Branch in case of financial counterparty defanlt. This annex describes
allocation of limit to financial counterparties and continuous monitoring activities. In this respect, the
creditworthiness assessments of the financial and non-financial entities for CCRs especially including sovereign
assessments and limits are finally decided by the committees specified under the Policy.

b) The method used to allocate the operatioal limits defined in terms of internal capital for CCR and
central counterparty risks:

Internal model method is not used for calculating the capital requirements for counterparty credit risk and central
counterparty risks.
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IX. EXPLANATIONS ON RISK MANAGEMENT (Continued)

c) Policies relating to guarantees and other risk mitigation and assessments concerning counterparty credit
risk, including central counterparty risk:

When it is necessary, cash collateral is taken if it is possible and the risk is reduced. As a general principle in risk
hedging, risk can be reduced by taking a real estate mortgage lien which has high value margin according to the
risk. However, only cash and similar collateral are taken into account in the calculation of credit risk mitigation
techniques.

d) Rules with respect to wrong-way risk:

Internal model is not used for CCR; and as such, no calculation is made with respect to the wrong-way risk.

) The impact in terms of the amount of collateral that the bank is required to provide in case of a credit
. rating downgrade:

For the cash risk-bearing transactions that the branch owes, Borrowing is not ensured by providing
collateral in the current situation. Therefore, there will be no such influence in the downgrading of a
possible rating of the Branch, such contracts do not include such articles.

1) Counterparty credit risk (CCR) approach analysis

Alpha
. EEPE

Potential , used for
Replacement future (Effective computing EAD post RWA

cost Expected CRM
exposure or regulatory
Positive
EAD
Exposure)

Standardised Approach CCR (for derivatives)

Internal Model Method (for repo transactions, securities or
commodity lending or borrowing transactions, long
settlement transactions and securities financing transactions)

Simple Approach for credit risk mitigation {(for repo

transactions, securities or commodity lending or borrowing
3 | transactions, long settlement transactions and securities - - - - -
financing transactions)

Comprehensive Approach for credit risk mitigation (for repo
transactions, securities or commeadity lending or borrowing

4 | transactions, long setlement transactions and securities - - - - - -
financing transactions)

Value-at-Risk (VaR) for repo transactions, securities or
commodity lending or boirowing transactions, long
settlement transactions and securities financing transactions

6 [ Total B
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE

BRANCH (Continued)
IX. EXPLANATIONS ON RISK MANAGEMENT (Continued)

g) Capital requirement for credit valuation adjustment (CVA)

Risk tutan (Kredi riski
azaltim teknikleri kullamm
SOIrast)

Risk agirhkl tutarlar

Gelismis yonteme gore KDA sermaye yikiimlilligiine tabi
Total portfolios subject to the Advanced CVA capitai obli gation

(i) VaR component (including the 3xmultiplier)

(i) Stressed VaR compenent (including the 3xmultiplier)

All portfolios subject to the Standardised CVA capital
obligation

Total subject to the CVA capital obligation
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BANK MELLAT, HEAD OFFICE: TAHRAN-IRAN ISTANBUL TURKEY MAIN,
ANKARA AND IZMIR BRANCHES

NOTES AND DISCLOSURES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2016

Unless otherwise stated amounts are cxpressed in thousands of Turkish Lira (“TL™).

INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE
BRANCH (Continued)

IX. EXPLANATIONS ON RISK MANAGEMENT {Continued)
d. Explanations on securitization positions

None.

¢. Qualitative explanations on market risk

1. Bank's processes and strategies:

The branch defines market risk as market prices and changes in market parameters such as interest, exchange rate
and stocks as the value of assets in the resulting trading accounts.

The Risk Management Policies and Implementation Procedures prepared in the framework of "Regulation on
Assessment of Internal Systems and Internal Capital Adequacy of Banks" and "Regulation on Measurement and
Assessment of Capital Adequacy of Banks" published in the Official Gazette No. 29057 dated 11 July 2014,

The Branch does not actively trade on its own behalf and account, it does not carry any trading securities or
commodity position and does not use derivative instruments.

The effects of fluctuations in the interest rates of the Turkish lira, especially due to the securities available for
sale, are assessed using the method of durations

Another market risk that the bank is exposed to is the cwirency risk. This authority has been transferred to the
Risk Commiittee by the Board of Managers together with the authority of the Board of Managers in pringiple to
determine the rules and limitations regarding the direction, amount and composition of the branch foreign
exchange position. Risk Committee ¢valuates economic developments in Turkey and in the world at appropriate
intervals and makes amendments that are appropriate for limits and limitations on foreign exchange position.

The components of the market risk are closely monitored within the limits accepted by the Board of Managers.
2. The organization and structure of the market risk management function:

Definition of the market risk management structure established for the implementation of the branch's strategies
and processes and the communication mechanism and relationship between the different parties involved in
market risk management, as described in part 1.

The market risk service, operates under the Deputy Head responsible from the Market Risk, Operational Risk and
Capital Planning within Risk Management Department. This service directly reports to the Board of Managers
through the Internal Systems Committee, The results of risk measurement and risk monitoring are shared with
other related units. The activities coordinated within the Internal Capital Adequacy Assessment Process are
carried out together with other relevant departments of the Branch

3. Structure and scope of risk reporting and/or measurement systems:
Within the scope of risk management system, the Branch established a reporting system which ensures effective

analysis and evaluation for market risks. The risk measurement and risk monitoring results is reported to the
Internal Systems Committee on a timely manner.
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE
BRANCH (Continued)

IX. EXPLANATIONS ON RISK MANAGEMENT (Continued)
e. Qualitative explanations on market risk (Continued)
3. Structure and scope of risk reporting and/or measurement systems (Continued)

There is a risk measurement system which covers the scope and complexity of significant market risk components
including transactions and operations exposed to market risk.

The details of the market risk calculated as of 31 December 2016 in accordance with the principles in the third
part of the "The Regulation on Measurement and Assessment of Capital Adequacy Ratios of Banks" published in
the Official Gazette numbered 29511 and dated 23 October 2015 are as follows:

4. Market risk under standardised approach:

Risk Weighted Amounts

Current Period Prior Period

Direct (Pre-paid) Products ' 1.608 1.742

1| Profit share risk (general and specific) - -
2 | Equity risk (general and specific) - -
3 | Foreign exchange risk 1.608 1.742
4 | Commedity risk - -
Options - -

5 | Simplified approach - -
6 | Delta-plus method - -
7 | Scenario approach - -
8 | Secaritisation - -
9| Total 1.608 1.742
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE
BRANCH (Continued)

IX. EXPLANATIONS ON RISK MANAGEMENT (Continued)

f. Explanation on Operational Risk

The operational risk base amount is calculated according to the basic indicator method in accordance with Article
14 of the Regulation on Measurement and Evaluation of Capital Adequacy of Banks.

Annual gross income is calculated as the sum of the net amounts of interest incomes and non-interest incorne after
deducting the profit / loss arising from the sale of marketable securities that are available for sale and securities
held to maturity and the amounts compensated from extraordinary income and insurance.

Current Year
Total/ No. of
Years of Positive
Basic Indicator Method 31.12.2013 31.12.2014 31.12.2015 Gross Rate (%) Total
Gross Income 18.149 15.552 22.820 56.521 15 2.826
Value at Operational Risk
(Total*12.5) 35.326
Prior Year
Total/ No. of
Years of Positive
Basic Indicator Method 31.12.2012 31.12.2013 31.12.2014 Gross Rate (%) Total
Gross Income
Value at Operational Risk
(Total*12.5) 41.203 18.149 15.552 24.968 15 3.745
Operasyonel Riske Esas Tutar
(Total x 12,5) 46.815
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE
BRANCH (Continued)

IX. EXPLANATIONS ON RISK MANAGEMENT (Continued)

g. Profit-share rate risk related to banking book:

1. Economic value differences arising from fluctuations in profit share rates in accordance with the
regulation on measurement and evaluation of profit share rates derived from banking accounts with
standard shock methed

Current Period

Gains/Shareholder’s equity-

Currency Applied Shock (+/- x basis points) Gains/Losses__Losses/shareholder’s equity

1. TRY (+) 500 (4.303) %(1,79)

(1400 3.723 %I1,55

2.USDh () 200 1 %0,0005

(=) 200 ' m %0,0

3.EURO (+) 200 (43) %{0,02)

(-)200 (14} %(0,01)

Total (For negative shocks ) 3709 % 1,54

Total (For positive shocks) (4.345) %(1,81)
Prior Period

: Gains/Sharcholder’s equity-

Currency Applied Shock (/- x basis points) Gains/Losses  Losses/sharcholder’s equity

L TRY () 500 (3.718) %(1,77}

(-}400 3.198 %1,52

2.USD {+) 200 44 %0,02094

(=) 200 5 ) %0,00

3.EURO {+) 200 )] %(0,004)

{200 1 90,00

Total (For regative shocks ) 3.194 %1,52

Total (For positive shocks) {3.683) %(1,76)
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE
BRANCH (Continued)

IX. EXPLANATIONS ON RISK MANAGEMENT (Continued)

h. Risk management chjectives and policies:

Risk is defined as the probability of a loss of monetary loss related to a transaction or activity, or a decrease in
economic benefit if a loss or damage occurs.

The branch is exposed to some risks due to the activities it has undertaken to achieve its objectives. The aim of
risk management is to identify, measure, report, monitor and control the risks exposed through defined application
procedures and limits and to determine the internal capital requirement in accordance with the risk profile to be
adopied in this context

In defining risk management policy and implementation procedures, the following points are taken into
consideration.

e The vision, mission, strategy and goals of the branch

Priority and weighted areas of activity of the branch, products and their volume and

characteristics

The organizational structure of the branch, human resources

Past events and experiences related to exposure risks

Database coverage and quality of risk management,

The level of technological competence of the branch and its contribution to risk monitoring

and management activities,

* Inirinsic capital requirement and actual equity level and the level of risk compatible with
them.

Risk management policies and procedures are determined and developed taking into account such
factors as the size of the bank, the scope and complexity of the activities, and the product variety used.
Management of credit risk is of great importance when evaluated from these angles.
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INFORMATION RELATED TO FINANCIAL STRUCTURE AND RISK MANAGEMENT OF THE
BRANCH (Continued)

IX. EXPLANATIONS ON RISK MANAGEMENT (Continued)
h. Risk management objectives and policies (Continued):

Hierarchy of valuation techniques which establishes basis for fair value calculation of financial assets and
liabilities:

Level 1: Quoted prices in active markets for identical assets and liabilities.

Level 2: Inputs other than quoted prices included within Level 1 that are observable market information for the
assets or liability, either directly or indirectly.

Level 3: Inputs for the asset or liability that is not based on observable market information.

According to the classification principles, the fair value classification of the financial assets and liabilities for
which the Branch is carrying at fair value is as follows:

31 December 2016 Level Level2 Level 3 Total

Financial Assets in Fair Velue Reflected to Profit or Loss N - u ]
Government Debt Securities 4 N J ]
Securities Representing Shareholding in the Company . - - 5
Derivative Financial Assets Held for Trading - j
Financial Assets Available for Sale 232.561 = 4 232,561

Government Debt Securities 60.904 - - 60.904
Other Marketable Securities 171.657 1 4 171,657
Total Assets 232.561 - 4 232561

Derivative financial lisbilities held for trading - i - .
Derivative financialliabilities for hedging purposes i - A i

Total Liabilities ) - J E i

31 December 2015 Levelll Level 2 Ievel 3 Total
Financial Assets in Fair Velue Reflected to Profit or Loss - - = -
Government Debt Securities - - - 4
Securities Representing Shareholding in the Company - - d -
Derivative Financial Assets Held for Trading - - - -
Financial Assets Available for Sale 152.216 - 4 152.214
Government Debt Securities 146.573 . 4 146.573
Other Marketable Securities 5.643 - - 5.643
Total Assets 152.216 < 4 152214

Derivative financial labilities held for trading - J . ]
Derivative financialliabilities for hedging purposes g - i i

Total Liabilities 4 N E
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SECTION FIVE
EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL
STATEMENTS
L EXPLANATIONS AND NOTES RELATED TO ASSETS:
a. Information related to cash and the account of the Central Bank of the Republic of Turkey
(the “CBRT):
1. Information related to cash and the account of CBRT:
31 December 2016 31 December 2015
TL FO TL EQ
Cash 35]] 12,131 1,708 14,109
'The CBRT 21.882 40.548 780 27.648
Other 4 i ] i
[Total 22.233 52.67¢ 2.488 41.757
2. Information related to the account of the CBRT:
31 December 2016 31 December 2015
- TL FC TL F(O
[Demand Unrestricted Account 07 1.107 - 12 N
[Time Unrestricted Account 4 16.88% . 11.084
Time Restricted Account 20.775! 4,750 768 1.924!
Reserve Requirement 4 18.869 . 14.64
Total 21.882 40.548 780 27.64

U The TL reserve requirement booked as average has been classificd in “Central Bank Demand Unrestricted
Account™ based on the correspondence with BRSA as of 3 January 2008.

3. Information on reserve requirements:

As of 31 December 2016, the reserve rates for the reserve deposits at the Central Bank of Turkey for
Turkish Lira are implemented within an interval from 4% to 10,5% depending on the maturity of
deposits and the reserve rates for the foreign currency liabilities are within an interval from 4,5% to
24,5% depending on the maturity of deposits.

b.  Information on financial assets at fair value through profit or loss:

As of 31 December 2016, the Branch does not have any financial assets at fair value through profit
or loss (31 December 2015: None).
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UL TURKEY MAIN,

EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS

(Continued)
L EXPLANATIONS AND NOTES RELATED TO ASSETS {Continued):
c¢. Information on Banks:
1. Information on banks:
31 December 2016 31 December 2015

TL FC TL FC

Banks
Domestic 47.960 127.309 210 54.270
Foreign - 779 il 600
Head Quarters and Branches Abroad 1 24.686 33.954 26.961
Other Financial Institutions 4 - 4 .
Total 47.961 152.774 34.170 81.831

2. Information on foreign banks account::
Unrestricted Amount Restricted Amoﬁnt

31 December 201631 December 201531 December 201631 December 2015
EU Countries 211 329 - i
USA, Canada R i ] K
OECD Countries (! 299 24 - i
Off-Shore Banking Regions - - . -
Other 269 253 - 4
Total 77% 606 E E

M OECD countries except EU countries, USA and Canada.

d. Information on available-for-sale financial assets, net:

L.

As of 31 December 2016 there are no available for-sale-financial assets subject to repo transactions

(31 December 2015: None).

As of 31 December 2016 there are no available-for-sale financial assets given as collateral/blocked

amount (31 December 2015: None).

Information on available-for-sale financial assets:

31 December 2016 31 December 2015
Debt Securities 231.907 151.602
Quoted on Stock Exchange 231.907 151.602,
Not Quoted . E
Share Certificates 1.237 1.237
Quoted on Stock Exchange 1.237 1,237
Not Quoted E -
[mpairment Provision (-)' (583 {623
Total 232.561 152.214

*lmpairment Provisions for share certificates TL 583 thousands, there is no impairment provision for debt securities.
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS
(Continued)

I EXPLANATIONS AND NOTES RELATED TO ASSETS (Continued):
e. Information on loans:

1. Information on all types of loans and advances given to shareholders and employees of the Branch:

31 December 2016 | 31 December 2015 |

Cashi Non-cash| Cashi Non-cash|

Direct Loans Granted to Branch’s Shareholders . - J i
Corporate Shareholders - - f i
Real Person Shareholders E o 3 i
Indirect Loans Granted to Branch’s Shareholders . 4 N ]
Loans Granted to Branch’s Employees 282 - 259 .
[Total 282 - 259 g

2. Information on the first and second group loans, other receivables and loans that have been
resituctured or rescheduled and other receivables:

Standard Loans and Other Receivables | Loans and Other Receivables Under Close
Monitoring
Cash Loans Loans and Other Loans and
(31 December 2016) | “p ceivables | Loans and Receivables vith Recelrer | Loans and Receivables with
(Total) Revised Contract Terms ec;;::g;)e § Revised Contract Terms
Extension of
Repayment Extension of]
Plan] Other] Repayment Plan Other]
Non-specialized Loans 2.249 - - 1.115 430 -
Working Capital Loans - - - - - -
Export Loans - - - 574 430 -
Import Loans - - - - - -
Loans to Financial - - - - - -
Consumer Loans 282 - - 23 - -
Credit Cards - - - - - -
Others (%) 1.967 - - 518 - -
Specialization Loans - - - - - -
Other Receivables - - - - - -
Total 2.249 - - 1.115 430 -

(*)Discount notes are included that the balance.
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS

{Continued)

I EXPLANATIONS AND NOTES RELATED TO ASSETS (Continued):

e. Information on loans: (Continued)

Standard Loans and Other Receivables

Loans and Other Receivables Under Close

Monitoring
Cash Loans L 40t T.oans and
0ans an er . .
(31 December 2015) Receivables Loans and Receivables with Other Loans. and Recefvables with
N Receivables Revised Contract Terms
(Total) Revised Contract Terms
(Total)
Extension of
Repayment Extension of]
Plan| Other Repayment Plan! Other

Non-specialized Loans 5874 125 - - - -

Working Capital Loans - - - - - -

Export Loans 1.423 - - - R -

Import Loans - - - - - _

Loans to Financizal - - - - - -

Consumer Loans 309 4 - - - -

Credit Cards - - - - - -

Others (%) 4.142 121 - - - -
Specialization Loans - - - - - -
Other Receivables - - - - - -
Total 5.87 125 - - - -

Loans and other receivables with extended payment plans;

31 Decemeber 2016

Performing Loans Loans and Other
and Other Receivables under
No. of Extensions Receivables Follow-up
1 or 2 times - 430
3,4 or 5 times - -
Over 5 times - -

31 December 2015

Performing Loans

Loans and Other

and Other Receivables under
No. of Extensions Receivables Follow-up
1 or 2 times 125 -
3,4 or 5 times - -
Over 5 times - -
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS
(Continued)

L EXPLANATIONS AND NOTES RELATED TO ASSETS (Continued):

e. Information on leans (Continued):
Loans and other receivables with extended payment plans (continued):

31 December 2016

Performing Loans Loans and Other
and Other Receivables under
Extention Periods Receivables Follow-up

0 - 6 months - -
6 - 12 months - 430
1 -2 years - -
2 - 5 year - -
5 years and gver - -

31 December 2015

Performing Loans Loans and Other
and Other Receivables under
Extention Periods Receivables Follow-np

0 - 6 months 4 -
6 - 12 months 121 -
I -2 years - -
2 -5 year - -
5 years and over - -
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS
(Continued)

I EXPLANATIONS AND NOTES RELATED TO ASSETS (Continued):

e. Information on loans (Continued):

3. Maturity analysis of cash loans:
Standard Loans and Other Loans and Other Receivables Under
Receivables Close Monitoring
Loans and other | Restractured orf Loans and other Resfructured or
31 December 2016 receivables Rescheduled receivables Rescheduled
Shorf-term Loans and Other
Receivables 322 - -
Non-specialised Loans 322 : -
Specialised Loans - 4 .
Other Receivables . - -
Medium and Long-term Loans and
Other Receivables 1.927 - 1L11s
Non-specialised Loans 1.927 . 1.115
Specialised Loans . . -
Other Receivables - E -
Standard Loans and Qther Loans and Other Receivables Under
Receivables Close Monitoring
Loans and other | Restructured or] I.oans and other Restructured or
31 December 2015 receivables Rescheduled receivables Rescheduled
Short-term Loans and Other
[Receivables 1.913 - -
Non-specialised Loans 1,913 k -
Specialised Loans - | - -
Other Receivabies E - -
Medium and Long-term Loans and
Other Receivables 3.961 125 -
Non-specialised Loans 3.961 125 -
Specialised Loans . ) . -
Other Receivables - - E
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS
(Continued)

L EXPLANATIONS AND NOTES RELATED TO ASSETS (Continued): -
e. Information on loans (Continued):

4. Information on consumer loans, consumer credit cards, personnel loans and personnel credit cards:

Long and medium
31 December 2016 Short-term g form Tota
Consumer Loans - TL - 23 23

Housing loans i i

Automotive loans E J i

Consumer loans g 23 23

Qther i J
Consumer Loans - FC indexed i i J

Housing loans 4 i i

Automotive loans J E

Consumer loans . d ]

Other E ] ]
Consumer Loans - FC 4 i i
Housing loans § -
Automotive loans 4 N ]
Consumer loans ] E 1
Other i ] ]
Consumer Credit Cards — TL . g 4
With installment d K i
Without installment J J i
Consumer Credit Cards —FC - i J ]
With installment 4 E J
Without installment 4 | ]
IPersonnel Loans - TL 4 282 2872
Housing loans 4 4 J
Automotive loans i ] ]
Consumer loans b 282 282
Other 1 E J
Personnel Loans — FC indexed J 4 i
Housing loans - i i
Automotive loans d 4 ]
Consumer loans . ] i
Other 4 N i
Personne] Loans-FC 4 E ]
Housing loans E |
Automotive loans 4 R i
Consumer loans ] ] ]
Other E J ]
IPersonnel Credit Cards — TL 4 E |
With installment 4 i ]
Without installment E ] i
Personnel Credit Cards — FC 4 J 4
With installment ] 4 |
Without installment i J i
Overdraft-TL (Real Person) - | .
Overdraft-FC (Real Person) - i _
[Total Consumer Loans 4 305 30
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS
{Ceontinued)

L EXPLANATIONS AND NOTES RELATED TO ASSETS (Continued):
e. Information on loans (Continued);

4. Information on consumer loans, consumer credit cards, personnel loans and personnel credit cards
(Continued):

Long and medium

31 December 2015 Short. terme; g term Total
Consumer Loans - TL 11 43 541
Housing loans R J i
Antomotive loans 4 J i
Consumer loans 11 43 54
Other 4 . ]
Consumer Loans - FC indexed : E E |
Housing loans i R
Automotive loans J I i
Consumer loans - J ]
Other o g ]
Consumer Loans - FC - i |
Housing loans i - i
Automotive loans | k ]
Consumer loans ] | i
Other - i J o J
Consumer Credit Cards — TL. N R ]
With installment i ] J
Without installment . N ]
Consumer Credit Cards - FC i 4 ]
With installment i i .
Without installment ] | ]
Personnel Loans - TL N 250 259
Housing loans o i J
Automotive loans E J ]
Consumer [oans 4 259 259
Other ] ] I
Personnel Loans — FC indexed 4 i
Housing loans i i ]
Automotive loans 4 J ]
Consumer loans 4 4 i
Other | i ]
[Personnel Loans-FC . 4 A
Housing loans ] i i
Automotive loans - i ]
Consumer loans E 4 R
Other i ] ]
Personnel Credit Cards — TL 4 N ]
With installment 4 4 ]
Without installment J K i
Personnel Credit Cards — FC . i ]
With installment E ] ]
Without installment E i i
Overdraft-TL (Real Person) g i i
Overdrafi-FC (Real Person) - - i
'Total Consumer Loans 11 302 31
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS
(Continued)

L EXPLANATIONS AND NOTES RELATED TO ASSETS (Continued):
e. Information on loans (Continued):

5. Information on commercial installment loans and corporate credit cards:

31 December 2016 31 December 2015

Medium
Medium and
Short | and Long Short Long
Term Term Total Term Term Total

Commercial Loans with Installment
Facility - TL 2,123 2.123 128 2.511 2.639

Real Estate Loans - - - - - “

Auntomobile Loans - - - - - _

Personal Need Loans - 2.123 2.123 128 2511 2.639

Other - - - - - -

Commercial Loans with Installment
Facility — FC Indexed -1 - - - - -

Real Estate Loans - - - - - -

Automobile Loans - - - - - -

Personal Need Loans . - - - - -

Other - - - - - -

Commercial Loans with Installment
Facility - FC - - - - - -

Real Estate Loans - - - - - -

Automobile Loans - - - - - -

Personal Need Loans - - - - - -

Other - - - - - -

Corporate Credit Cards - TL - - - - - -

Installment - - - - - -

Non -- Installment - - - - - -

Corporate Credit Cards — FC - - - - - -

Installment - - - - - R

Non — Installment - - - - - -

Overdraft Accounts -- TL (Legal Entities) - - - - - -

Overdraft Accounts — FC (Legal Entities) - - - . - .

Total

1
L
2
W
i
i
b
w0
ot
[
o0
Ll
un
-
b
g
2
o
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS

(Continued)

L

€.

EXPLANATIONS AND NOTES RELATED TO ASSETS (Continued):

Information ox loans (Continued):

6.

{i) Information on loans by types and specific provisions:

31 December 2016 Corporate Loans Consumer Loans Total
Standart loans 3.489 305 3.794
Non-Performing loans 6.957 - 6.957
Specific Provisions (-} (2.787) - (2.787)
Total 7.659 305 7.964
31 December 2015 Corporate Loans Consumer Loans Total
Standart loans 5.686 313 5.999
Non-Performing loans 7.613 - 7.613
Specific Provisions () (3.156) - (3.156)
Total 10.143 313 10.456
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BANK MELLAT, HEAD OFFICE: TAHRAN-IRAN ISTANBUL TURKEY MAIN,

ANKARA AND iZMIiR BRANCHES

EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS

(Continued)

L EXPLANATIONS AND NOTES RELATED TO ASSETS (Continuned):

e. Information on loans (Continued):

6.

10.

(i) Fair value of collaterals (Loans and advances given to customers}:

31 December 2016 Corporate Loans Consumer Loans Total
Watch listed - - -
Non-Performing loans (*) 4.170 - 4.170
Total 4.170 - 4.170
(¥ Refers net amounts
31 December 2015 Corporate Loans Consumer Loans Total
Watch listed - - -
Non-Performing loans (*) 4.457 - 4.457
Total 4.457 - 4.457
(*) Refers net amounts
Loans according to type of borrowers::
31 December 2016 31 December 2015
Public 4 E
[Private 3,794 5.999
[Total 3.794 5.99

Distribution of domestic and foreign loans: Loans are classified according to the locations of the

custommers.
31 December 2016 31 December 2015

Domestic Loans 3.472 5.799
[Foreign Loans 322 200
[Total 3.794 5.999
Loans granted to investments in associates and subsidiaries:
None (31 December 2015: None).
Specific provisions provided against loans:

31 December 2016 | 31 December 2015
Loans and other receivables with limited collectibility - -
Loans and other receivables with doubtful collectibility - -
Uncollectible loans and other receivables (2.787) (3.156)
[Total (2.787) (3.150)
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS

{Continued)

L EXPLANATIONS AND NOTES RELATED TO ASSETS (Continued):

e. Information on loans (Continued):

11. Information on non-performing loans (Net):

11 (i) Information on loans and other receivables rescheduled or restructured from non-performing

loans:

The Branch has no loans and other receivables rescheduled or restructured from noxn-performing

loans.

11 (ii) Information on the movement of total non-performing loans:

ITL. Group TV, Group V. Group
Loans and Other |Loans and Other| Uncollectible
Receivables with | Receivables with| Eoans and
Limited Doubtful Other
Collectibility Collectibility Receivables
31 December 2015 4 7.613
Additions (+) b 106
Transfers from other categaries of
non-performing loans (+) - .
Transfers to other categories of non-performing loans (-) - E
Collections (-) - (762)
Write-offs () - .
Corporate and commercial loans - .
Consumer loans E -
Credit cards b .
Others . .
31 December 2016 - 6.957
Spreciific provisions (-) - (2.787)
[Net Balance on Balance Sheet e 4.170)
I Group IV. Group V. Group
Loans and Other !Loans and Other| Uncollectible
Receivables with : Receivables with|{ Loans and
Limited Doubtful Other
Collectibility Collectibility Receivables
31 December 2014 - 7.822
Additions (%) - 100
Transfers from other categories of
non-performing loans (+) - "
Transfers to other categories of non-performing loans (-) b .
Collections (-) . (309)
Write-offs (=) - .
Corporate and commercial loans - .
Consumer loans 4 .
Credit cards - n
Others - .
31 December 2015 - 7.613
Sprecific provisions (-) . (3.156)
INet Balance on Balance Sheet E 4,457]
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS
(Continued)

L EXPLANATIONS AND NOTES RELATED TO ASSETS (Continued):
e. Information on loans (Continued):
1. Information on non-performing loans (Net) (Continued):

11 (iif) Information on non-performing loans granted as foreign currency loans:

The Branch has no foreign currency loans and other receivables in non-performing loans.

11 (iv) Information on non-performing loans according to user groups:

III. Group IV. Group V. Group
Loans and Other | Loans and Other! Uncollectible
Receivables with | Receivables with | Loans and Other
Limited Doubtful Receivables
31 December 2016 (Net) ¥ 7 4.170
Loans to real and legal persons {Gross) ] . 6.957
Specific provisions (-) 7 — (2.787)
Loans to real and legal persons (Net) N 9 4. 170
Banks (Gross) - 7 b
Specific provisions (-) h 7 ]
Banks (Net) 7 7 ]
Other loans and receivables (Gross) 7 ¥ 1
Specific provisions (-) | ] 7
Other loans and receivables (Net) i i ]
31 December 2015 (Nef) 7 7 4.457
Loans to real and legal persons (Gross) N E 7.613
Specific provisions (-) 4 : (3.156)
oans to real and legal persons (Net) § . 4.457
Banks (Gross) N ] y
Specific provisions (-} 7 ] 7
Barks (Nef) i 7 1
Other loans and receivables (Gross) i ] i
Specific provisions {-) ] i ]
Other loans and receivables (Net) ¥ 3

12. The policy followed for the collection of uncollectible loans and other receivables:

Uncollectible loans and other receivables are aimed to be liquidated through the collection of collaterals
and legal procedures. The policy of the Branch regarding the writing-off the non — performing loans is
as writing-off the ones that are proved as uncollectible,

f. Information on the write-off policy

The Bank’s general policy for write-offs of loans and receivables under follow-up is to write of such
loans and receivables that are proven to be uncollectible in legal follow-up process.
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EXPLANATIONS AND NOTES RELATED TQ UNCONSOLIDATED FINANCIAL STATEMENTS

(Continued)

I.

m. Explanations on property and equipment:

Information on subsidiaries (Net):
As of 31 December 2016 and 31 December 2015, the Branch has no subsidiaries.

Infermation on joint ventures:
As of 31 December 2016 and 31 December 2015, the Branch has no joint ventures.

Information en held-to-maturity investments:
As of 31 December 2016 and 31 December 2015, the Branch has no held-to-maturity securities.

Information on investment in associates (Net):

Information on finance lease receivables (Net):
None (31 December 2015: None).

Explanations on hedging derivative instruments:
None (31 December 2015: None).

EXPLANATIONS AND NOTES RELATED TOQ ASSETS (Continued):

As of 31 December 2016 and 31 December 2015, the Branch has no investments in associates.

Other Tangibl
Immovables Vehicl Fixed Assets Total

31 December 2016

Cost 11.133 129 458 11.720

Accumulated depreciation (3.140 (112) (242) (3.494)

Net book value 7.993! 17 216 8.226
31 December 2016

Net book value

at beginning of the year 8.167 43 270 8.430)

Additions E - 54 54

Disposals - . (12) (12

Transfers - - - -

Depreciation (174) (26 (96) (296)

Depreciation, Disposals - 4 . .

Depreciation, Transfers - . . .

Closing net book value 7.993 17 216 8.226

Cost at year end 11,133 129 458 11.720

Accumulated depreciation at year end (3.140% (112) (242), (3.494)

Closing net book value 7.993 i7 216 8.226
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS
(Continued)

L EXPLANATIONS AND NOTES RELATED TO ASSETS (Continued):

n.  Explanations on intangible assets:

Software Total
31 December 2016
Cost . 574 574
Accumulated depreciation (186} (186)
Net bock value 388 388
31 December 2016
Net book value at beginning of the year 73 73
Additions 474 474
Disposals, net - -
Transfers - -
Depreciation (159) (159)
Depreciation, Disposals - -
Depreciation, Transfers - -
Closing net book value 388 388
Cost at year end 574 574
Accumulated depreciation at year end (186) (186)
Closing net book value 388 388

o. Explanations on investment property:
None (31 December 2015: None).

p. Explanations on investment property:

The Branch has no carry forward tax loss that can be deducted from current tax Hability. Assets and
labilities, which are calculated over the temporary differences arising between applied accounting
policies and valvation principles and tax legislation are accounted as TL 698 thousand (31 December
2015: TL 724 thousand) on net basis to deferred tax assets.

31 December 2016 31 December 2015

Tax Base Deferred Tax Tax Base Deferred Tax
Property, equipment and intangibles, net 1.045 209 1.075 215
Reserves for employment termination
benefit 1.734 347 1.801 360
Court case provision 124 25 200 40
Shares 583 117 510 102
Other - - 35 7
Total deferred tax asset - 693 - 724
Total deferred tax liability - - - -
Deferred Tax Asset, net - 698 - 724

89



BANK MELLAT, HEAD OFFICE: TAHRAN-IRAN iISTANBUL TURKEY MAIN,
ANKARA AND iZMIR BRANCHES
NOTES AND DISCLOSURES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2016
Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL™).

EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS
(Continued)

I EXPLANATIONS AND NOTES RELATED TO ASSETS (Continued):

r. Explanations on assets held for resale:

Net carrying value of assets held for sale is not available as of 31 December 2016 (December 2015:
None).

s. Explanations on other assets:

Other assets amount to TL 648 thousand (31 December 2015: TL 1.092 thousand) and do not exceed 10%
of the total balance sheet, excluding off-balance sheet commitments.
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TURKEY MAIN,

EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS
(Continued)

II.

a.

EXPLANATIONS AND NOTES RELATED TO LIABILITIES:

Information on deposits

L. Information on maturity structure of the deposits:

There are no deposits with seven days notification and accumulative deposits.

i) 31 December 2016:
Uptol 3~6 6 month- 11 year and
Demand | Month |1 -3 Months| Months year over Total
Saving Deposits 77 - . - 91 . 168
Foreign Currency Deposits 81.387 - - - 162 615 82.164
Residents in Turkey 46.595; - - - - . 46.595
Residents Abroad 34.792 . - - 162 615 35.569
Public Sector Deposits - - - - - . .
Commercial Deposits 5.129) 806 - - - 5 5.935
Other Institutions Deposits 14 - - - - . 14
Gold Vault . - . - . . .
Bank Deposits 177337 - 9.973 . . < 187310
The CBRT - - - - 4 . -
Domestic Banks - - - - - - 1
Foreign Banks 177337 - 9.973 - E 4 187.310
Special Finance Institutions - . . - 4 - 1
Other - . . - ] - -
[Total 263.944 806 9.973 - 253 615 27559
(i) 31 December 2015:
Uptel 3-6 |6month-|1 yearand
Demand ;| Month | 1-~3 Months i Months 1 vear over Total
Saving Deposits 58 - . . - 89] 147
Foreign Currency Deposits 17.223 194 2.690 487 . 1.342]  21.934
Residents in Turkey 10.143 - 2.088 - . - 12231
Residents Abroad 7.080 194 602 487 - 1.342 9.705
Public Sector Deposits N - - . - - E
Commercial Deposits 8.143 757 . - . - 8.900
Other Institutions Deposits 23 . ; - - - 23
Gold Vault . - . . - - .
Bank Deposits 63.667 - 30.406, - - 4 94073
The CBRT . - - . - - .
Domestic Banks . - . . . - .
Foreign Banks 63.667 . 30.406 4 - - 94073
Special Finance Institutions E - . . - - 4
Other - - . E . -
Total 89.114 951 33.096 487 4 1431  125.07
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS

{Continued)

.
a. Information on deposits (Continued):

2. Information on saving deposits insurance:

EXPLANATIONS AND NOTES RELATED TO LIABILITIES (Continued):

(1) Information on saving deposits under the guarantee of the saving deposits insurance fund and
amounts exceeding the limit of the deposit insurance fund:

Under the Guarantee of Exceeding the Limit of Deposit
Deposit Insurance Insuerance

31 December 2016 31 December 2015 31 December 2016 31 December 2015
Saving Deposits 168 145 ; 2
Foreign Currency Saving Deposits 3.044 2171 3.562 3,034
Other Deposits in the Forrn of
Saving Deposits . . . .
Foreign Branches Deposits
under Foreign Authorities®
Insurance . - - E
Off-Shore Banking Regions®
Deposits under Foreign
Authorities’Insurance 9 . 4 .

{ii) Saving deposits which are not under the guarantee of deposit insurance fund:

None (31 December 2015: None).

(i)} Saving deposits which are not under the guarantee of saving deposit insurance fund of real

persons:

31 December 2016

31 Decemnber 2015

Foreign Branches” Deposits and other accounts

Saving Deposits and Other Accounts of Controlling Shareholders and
Deposits of their Mother, Father, Spouse, Children in care

Mother, Father, Spouse, Children in care

Saving Deposits and Other Accounts of President and Members of
Board of Managers, CEO and Vice Presidents and Deposits of their

35

19

N0:5237 dated 26.09.2004

Saving Deposits and Other Accounts in Scope of the Property Holdings
Derived from Crime-Defined in Article 282 of Turkish Criminal Law

Order to Engage in Off-shore Banking Activities Solely

Saving Deposits in Deposit Bank Which Established in Turkey in

As of 31 December 2016 and 31 December 2015, the Branch has no trading derivative financial

b. Information on trading derivative financial liabilities:
liabilities.
¢. Information on borrowings:

1. Information on banks and other financial institutions:

As of 31 December 2016, the Branch has no borrowings (31 December 2015: Noneg),
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS

(Continued)

II. EXPLANATIONS AND NOTES RELATED TO LIABILITIES (Continued):

¢. Information on borrowings (Continued):

2.

Information on maturity structure of borrowings:

As of 31 December 2016, the Branch has no borrowings (31 December 2015: None).

d. Information on other liabilities:

Other liabilities amount to TL 1.503 thousand (31 December 2015: TL 1.296 thousand) and do not
exceed 10% of the total balance shest.

e. Information on financial leasing agreements:

. As of 31 December 2016 and 31 December 2015, the Branch has no financial lease payables.

f.  Information on hedging derivative financial liabilities:

None (31 December 2015: None).

g. Information on provisions:

1.

Information on general loan loss provisions:

31 December 2016

General Loan Loss Provisions

31 December 2015

Loans and Receivables in Group I 17, 776
~ Additional Provision for Loans and Receivables

with extended maturities - 5
Loans and Receivables in Group II 30 .
- Additional Provision for Loans and Receivables

with extended maturities - .
Non-Cash Loans 9 89
Others 1,741 1.422
Total 1.797, 2.287

Information on reserve for employee rights:

The provision for employee rights has been calculated by estimating the present value of the future
probable obligation of the Branch arising from the retirement of its employees. TAS 19 requires
actuarial valuation methods to be developed to estimate the enterprise’s obligation for such
benefits. Accordingly, the following actuarial assumptions were used in the calculation of the total

Hability.
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS

(Continued)

II. EXPLANATIONS AND NOTES RELATED TO LIABILITIES (Continued):

g. Information on previsions (Continued):

2. Information on reserve for employee rights (Continued):

31 December 2016 31 December 2015
Discount rate (%) 3,49 2,84
Rate for the Probability of Retirement (%) 94,21 94,21

The prineipal actuarial assumption is that the maximum liability will increase in line with inflation, Thus,
the discount rate applied represents the expected real rate after adjusting for the effects of future inflation.
As the maximum liability is revised semi-annually, the maximum amount of TL 4.426,16 (1 January
2016: TL 3.541,37) effective from January 1, 2017 has been taken into consideration in caiculating the

reserve for employment termination benefits.

Movements in the reserve for employment termination benefits durin g the periods are as follows:

31 December 2016 31 December 2015
[Prior Period Ending Balance 1.444 887
Provisions Recognised During the Period 195 206
Actuarial loss (70 384 .
Paid During the Period (-} (60), {35
Reversed During the Period (-) - .
Balance at the End of the Period 1.509i 1.444;

In addition as of , the Branch has provided a provision for unused vacation rights amounting to TL 225
thousand as of 31 December 2016 (31 December 2015: TL 357 thousand).

3. Information on Provisions Related with Foreign Currency Difference of Forei gn Indexed Loans:

As of 31 December 2016, the Branch has no provision related to foreign currency difference of

foreign indexed loans (31 December 2015: TL None).

4. Specific provisions for non-cash loans that are non-funded and non-transformed into cash:

As of 31 December 2016, the Branch has specific provision for non-cash loans amounting to TL 94
thousand (31 December 2015: TL 78 thousand).
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS

(Continued)

IL

EXPLANATIONS AND NOTES RELATED TO LIABILITIES (Continued):

g.

5.

Information on provisions (Continued):

Information on other provisions:

(i) Information on provisions for possible risks::

As of 31 December 2016 and 31 December 2015, the Branch has no provisions for possible risks.

(i) Other provisions if they exceed 10% of total provisions:

From the previous period of 2007 some employees and previous employees of the Branch sued the
Branch claiming their employee benefits related to previous periods. As of 31 December 2016, the
Branch had prudently provided a provision amounting to TL 124 (31 December 2015: TL 200
thousand), the remaining TL 94 thousand (31 December 2015: TL 78) provision is provided for
imdemnified cash loans. Mentioned provisions are classified in the balance sheet under “Other
Provisions™.

h.

1.

Information on tax payable:
Information on current tax payable:

(i) Information on taxes payable:

31 December 2016 31 December 2015
Corporate Tax Payable 3.215 530
Taxation of Markefable Securities - k
Property Tax p) 2
Banking Insurance Transaction Tax (BITT) 130 37
Foreign Exchange Transaction Tax . E
Value Added Tax Payable 7 §
Other 91 85
Total 3.495 668
(i) Information on premium payables:

31 December 2014 31 December 2015
Social Security Premiums — Employee 41 34
Social Security Premiums — Employer 63 54
Bank Social Aid Pension Fund Premiums — Employee - -
Bank Social Aid Pension Fund Premiums - Employer -
Pension Fund Membership Fees and Provisions — Employee - R
Pension Fund Membership Fees and Provisions — Employer - g
Unemployment Insurance — Employee 3 2
[Unemployment Insurance — Employer 6 5
Other - -
[Total 113 99
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS
(Continued)

II. EXPLANATIONS AND NOTES RELATED TO LIABILITIES (Continued):
2.  Information on deferred tax liability:
The Branch has no deferred tax liability (31 December 2015: None).

i Information on liabilities for property and equipment held for sale and related to discontinued
operations:

None (31 December 2014: None).
J-  Explanations on subordinated loans:
The Branch has no subordinated loans as of 31 December 2016 and 31 December 2015.

1. Presentation of paid-in capital: Since the entity has the status of a branch, paid-in capital is not
received in exchange for shares.

2. The amount of paid-in capital, explanation on whether the registered share capital system is used, if
this system is used the amount of registered share capital:

Capital system Paid-in capita[] Ceilin
Registered Share Capital 200.000 200.00

3. Information on share capital increases and thejr sources; other information on increased capital
shares in current period:

The branch has increased its paid in capital by TL 43.086 to TL 200.000 in the second quarter by with
the addition of TL 39.394 of profits for the past year 201 2,2013,2014, by adding TL 757 reserve funds
and payment in cash TL 2.935 by the Headquarter / Iran (31 December 2015: None).

4.  Information on share capital increases from capital reserves in current period:

None (31 December 2015 None).

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

The branch has increased its paid in capital by TL 43.086 to TL 200.000 in the second quarter by with
the addition of TL 39.394 of profits for the past year 2012,2013,2014, by adding TL 757 reserve funds
and payment in cash TL 2.935 by the Headquarter / fran (31 December 2015: None).

6. Information on income, profitability and liquidity of the Group by taking into consideration prior
period indicators and uncertainities and their possible effects on shareholders’ equity:

There is no adverse change expected in the profitability and liquidty of the Branch,
7. Summarised information about privileges given to shares representing the capital:

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

(Continued)

II. EXPLANATIONS AND NOTES RELATED TO LIABILITIES (Continued):

1. Information on marketable securities value increase fund:

31 December 2016 31 December 2015
TL FC TL FC
From Investments in Associates,
Subsidiaries and Joint Ventures - - - -
Valuation Difference {(169) 4 {781 .
Foreign Currency Difference - - i i
Total (169) . (781) .
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(Continued)

Il

Explanations on off-balance sheet commitments:

Type and amount of irrevocable commitments:

(i). Non-cash loans including guarantees, bank avalized and acc
accepted as financial commitments and other letters of credit;

EXPLANATIONS AND NOTES RELATED TO OFF BALANCE SHEET ACCOUNTS:

As of 31 December 2016, all commitments of the Branch are irrevocable, The commitments for cheques
is TL 80 thousand (31 December 2015: TL 113 thousand).

2. Type and amount of probable losses and obligations arising from off-balance sheet items:

The Branch has no probable losses arising from off-balance sheet items. Obligations arising from the
off-balance sheet are disclosed in “Off-balance sheet commitments™.

eptance loans, collaterals that are

31 December 2016] 31 December 2015
Bank acceptance loans - -
Letters of credit 375! 311
Other gnarantees - “
Total 375 311

(i). Revocable, irrevocable guarantees and other similar commitments and contingencies:

31 December 2016; 31 December 2015
Revocable letiers of guarantee - 4
Imevocable letters of guarantee 1.029 893
Letters of guarantee given in advance 209 -
Guarantees given to customs 3.000, 3.000
Other letters of guarantees 635 -
TFotal 4.873 3.937
(i) Total amount of non-cash loans:
31 December 2016/ 31 December 2015
Non-cash Loans Given for the Purpose of Obtaining Cash Loans - -
With Original Maturity of 1 Year or Less Than 1 Year - -
With Original Maturity of More Than 1 Year - -
Other Non-cash Loans 5.248 4,248
Total 5.248 4.248
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS

{Continued)

1L, EXPLANATIONS AND NOTES RELATED TO OFF BALANCE SHEET ACCOUNT

(Continued):

a. Explanations on off-balance sheet commitments (Continued):

(ii) Information on sectoral risk concentrations of non-cash loans:

31 December 2016

31 December 2015

TL

(%%

FC

(%o}

TL

(%) FC

lAgricultural

Farming and Raising livestock.

Forestry

Fishing

IManufacturing

Mining

Production

Electric, Gas and Water

Construction

Services

Wholesale and Retail Trade

Hotel, Food and Beverage

Transportation and
Telecommunication

Financial Institutions

Real Estate and Leasing
Services

Self-Employment Services

. 111

Edueation Services

Health and Social Services

Other

185

4,24

25

2,83

285

8,67 21

[Fotal

4.365

100,00

883

100,00

3.287

100,00 961

(iii) Information on non-cash loans classified in Group I and Group II:

31 December 2016

Group I

Group Il

TL

FC

TL

Non- Cash Loans

Letters of Guarantee

4.365

Bank Acceptances

Letters of Credit

Endorsements

Underwriting Commitments

Factoring Guarantees

Other Commitments and Contingencies

Total

31 December 2015

Group I

Group II

Non- Cash Loans

Letters of Guaraniee

Bank Acceptances

Letters of Credit

Endorsements

Underwriting Commitments

Factoring Guarantees

Other Comunitments and Contingencies

Total
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RKEY MAIN,

EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS

{Continued)

II. EXPLANATIONS AND NOTES RELATED TO OFF BALANCE SHEET ACCOUNTS
{Continued):

a.  Explanations on off-balance sheet commitments (Continued):

(iv) Maturity distribution of non-cash loans:

31 December 2016 ¥ Indefim'ttaE Up to 1 year 1-5Years  Above 5 years Total
Letter of Credit 375 - - - 375
Letter of Guarantee 4.460 249 164 - 4.873
Other - - - - -
Taotal 4.835 249 164 - 5.248
31 December 2015 Indefinite Up to 1 yeanr 1-5Years  Above 5 vears Total
Letter of Credit 311 - - - 311
Letter of Guarantee 3.273 576 88 - 3.937
Other - - - - -
Total 3.584 576 38 - 4.248

(0 The distribution is based on the original maturities.

b. Explanations on derivative financial instruments:

The Branch has no derivative financial instruments as of 31 December 2016 and 31 December 2015.

e

Explanations on loan derivatives and risks imposed:

None (31 December 2015: None).

d. Explanations on contingent liabilities and assets:

From the previous period of 2007 some employees and previous employees of the Branch sued the
Branch claiming their employee benefits related to previous periods. As of 31 December 2016, the
Branch had prudently provided a provision amounting to TL 124 thousand (31 December 2015: TL 200
thousand). The remaining provision amounting to TL 94 thousand {31 December 2015: 78 ‘TL) is
provided for imdemnified cash loans. Mentioned provisions are classified in the balance sheet under
“Other Provisions”.

e

Explanationé on activities carried out on behalf and account of other parties:

The Branch does not carry out trading, custody and fand management services on behalf of others and on
their account as of 31 December 2016 and 31 December 2015.
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS

(Continued)

Iv.

a. Information on interest income:

1.

31 December 2016 -31 December 2015
TL FC TL FC
Short-Term Loans 334 5 141 33
Medium and Long-Term Loans 618 97 579 66
Interest on Non-Performing loans - 1.258 96 2.315
Premivms Received from the Resource Utilisation
Support Fund - - - -
Total 952 1.360 816 2.414
Information on interest income on banks:
31 December 2016 31 December 2015

TL ¥C TL FC
From the CBRT 314 114 35 20
From Domestic Banks 5.134 48 b -
From Foreign Banks - 2 . .
Headquarters and Branches Abroad 1.28] 350 2.459 687
Total 6.729, 514 2.494; 707

3. Information on interest income on marketable securities:
31 December 2016 31 December 2015

TL FC TL FC
IFrom Trading Financial Assets . - - -
From Financial Assets at Fair Value Through Profit or
Loss E - E -
From Available-for-Sale Financial Assets 18.348 - 13.117 -
From Held-to-Maturity Investments - - . -
Total 18.34% - 13.117 -

Information on interest income on loans:

EXPLANATIONS AND NOTES RELATED TO ON INCOME STATEMENT:

Information on interest income received from investments in associates and subsidiaries:

The Branch has no interest income received from investments in associates and subsidiaries (31

December 2015: None).
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS

{(Continued)

V.

b.

EXPLANATIONS AND NOTES RELATED TO ON INCOME STATEMENT {Continued):

Information on interest expense:

L

Information on interest expense on borrowings:

The Branch has no interest expense on borrowings (31 December 2015:None).

2. Information on interest expense given to investments in associates and subsidiaries:

The Branch has no interest expense given to investments in associates and subsidiaries (31 December

+ 2015: None).

3. Inferest expense on Securities Issued:

The Branch has no interest expense given to securities issued ( 31 December 2015: None).

4.

Maturity structure of the interest expense on deposits:

There are no deposits with seven days notification and accumulative deposits.

Demand Time Deposit
Deposits Uptol 1-3 3-6: 6Months | 1Yearand
31 December 2016 Month Months Months | —1Year Over Total
TL
Bank Deposits - - - - 448 - 448
Saving Deposits - - - _ _ 6 3
Public Sector Deposits - - - - - - -
Commercial Deposit - 31 - - - - 31
Other Deposits - - - - - - C
Total - 31 - - 448 6 485
FC
Foreign Currency
Deposits - - 3 2 - 3 8
Bank Deposits - - - - 25 - 25
Gold Vault - - - - - - _
[Total - - 3 2 25 3 33
Grand Total - 31 3 2 473 9 518
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS

(Continued)-
Iv.

b. Information on interest expense: (Continued)

EXPLANATIONS AND NOTES RELATED TO ON INCOME STATEMENT (Continued):

Demand Time Deposit
Deposits Uptol 1-3 3-6] 6Months 1Year
31 December 2015 Month Months Months {| —1Year | and Qver Total
TL
Bank Deposits - - - - 307 - 307
Saving Deposits - - - - - 3 3
Public Sector Deposits - - - - - -
Commercial Deposit - 29 - - - - 20
Other Deposits - - - - - - -
Tota] - 29 - - 307 3 339
FC
Foreign Currency
Deposits - - 1 7 3 - 29 40
Bank Deposits - - - - 37 - -
Gold Vault - - - - - - -
Total - 1 7 3 37 29 77
IGrand Total - 30 7 3 344 32 416
¢. Explanations on dividend income:
None (31 December 2015: None).
d. Expianations on trading loss/income (Net):
31 December 2016; 31 December 2015
Income 8.448 8.480
Income from Capital Market Transactions - .
Derivative Financial Transactions - -
Other o J
Foreign Exchange Gains 8.448 8.480
.|Loss =) (1.903) (5.635)
Loss from Capital Market Transactions - .
Derivative Financial Transactions - .
Other - -
Foreign Exchange Loss {1.903) (5.635)
Net Income / Loss 6.545 2.845)

e. Explanations on other operating income:

The Branch’s other operating income; including reversal of provisions is TL 2.340 thousand 31
December 2015: Including reversol of provision amount to TL 158 Thousand).
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS
(Continued)
V. EXPLANATIONS AND NOTES RELATED TQ ON INCOME STATEMENT (Continued):

£ Provision expenses related to loans and other receivables of the Branch:

31 December 2016 31 December 2015
Specific Provisions for Loans and Other Receivables 107 104
I, Group Loans and Receivables E .
IV. Group Loans and Recejvables - -
V. Group Loans and Receivables 107 100
General Provision Expenses 1.374 72
Provision Expense for Possible Risks . -
Marketable Sccurities Impairment Expense - .
FPinancial Assets at Fair Value Through Profit or Loss . -
Available-for-sale Financial Assets - 113
[nvestments in Associates, Subsidiarfes and Held-to-Maturity  Securities
[Value Decrease . - .
Investrnents in Associates . .
Subsidiaries - -
Joint Ventures . .
Held—to-maturity Securities . 1
Other - .
Total 1.481 285
Information related to other operating expenses:
31 December 2016 31 December 2015
Personnel Expenses 5.925 6.152
Reserve for Employee Termination Benefits 195 204
Bank Social Aid Provision Fund Deficit Provision - i
Impairment Expenses of Fixed Assets . -
Depreciation Expenses of Fixed Assets 296 316
Impairment Expenses of Intangible Assets - -
Goodwill Impairment Expenses - .
Amortization Expenses of Intangible Assets 159 186
[mpairment Expenses of Equity Participations for Which Equity
Method is Applied 5 -
Impairment Expenses of Assets Held for Resale . -
Depreciation Expenses of Assets Held for Resale - .
Impairment Expenses of Fixed Assets Held for Sale E -
Other Operating Expenses 1.393 1.213
Operational Leasing Expenses 135 135
Maintenance Expenses 86 87
Advertisement Expenses 11 1]
Other Expenses 1,161 920
Loss on Sales of Assets . .
Other 1.903 987
Total 9.871 9.061

Explanations on profit and loss from continuing operations before tax:

Profit and loss before tax consists of net interest income amounting to TL 27.577 thousand (31
December 2015: TL 19.538  thousand), net fee and commission income amounting to TL 9.694 (31
December 2015: TL 817 thousand) and total other operating expense amounting TL 9.871 thousand (31
December 2015: TL 9.060 thousand).
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" EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS
(Continued)

V.

V.

EXPLANATIONS AND NOTES RELATED TO ON INCOME STATEMENT (Continued):

Explanations on tax provision:
1. Explanations on calculated current tax income or expense and deferred tax income or expense:

As of 31 December 2016, the Branch has a current tax expense of TL 7.012 thousand (31 December
2015: TL 2.717 thousand) and deferred tax income of TL 33 thousand (31 December 2015: TL 89
thousand expense).

2. Explanations on deferred tax income or expense arising from the temporary differences occurred or
closed: .

The Branch calculated net deferred tax income of TL 33 (31 December 2015: deferred tax expense of
TL 89 ) due to the occurrence of temporary differences as of 31 December 2015.

3. Explanations on reflection of temporary difference, financial loss, diminution of tax and exceptions
on income statement:

As of 31 December 2016, the Branch has TL 33 deferred tax income due to the occurrence of temporary
differences (31 December 2015: deferred tax expense of TL 89 thousand).

j- Explanations on net income/loss for the period:

To understand the Branch’s current year performance, the characteristics of income or expense items
arising from common banking transactions, and the dimension and recurrence of these transactions are
not required.

k. Other items do not exceed 10% of the total income statement.

EXPLANATIONS AND NOTES RELATED TO CHANGES IN SHAREHOLDERS’ EQUITY:
a. Explanation on profit distributions:

Retained earnings of the Branch can be distributed through the permission of the BRSA.
b. Amounts transferred to legal reserves:

None (31 December 2015: None).

¢. Information on capital increase:

Branch, the addition of past years profits for 2012-2013-2014 amounting to TL 39.394 within the
2nd quarter, addition of reserve funds amounting to TL 757 and payment of cash amounting to TL
2.935 by Headquarters / Iran, the total paid-up capital has increased by TL 43,086 to TL 200,000

d. Explanations on available-for-sale financial assets:

“Unrealised gain/loss™ arising from changes in the fair value of securities classified as available-
for-sale are not recognised in current year profit or loss statement but recognised in the “Marketable
securities value increase fund” account under sharcholders’ equity, until the financial assets are
derecognised, sold, disposed of or impaired.
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{Continued)

VL EXPLANATIONS AND DISCLOSURES ON STATEMENT OF CASH FLOWS:
a. Information on cash and cash equivalents:

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

Cash and effectives together with demand deposits at banks including the CBRT are defined as
“Cash™; interbank money market placements and time deposits in banks with original
maturities less than three months are defined as “Cash Equivalents”,

2. Effect of a change on the accounting policies: None (31 December 2015: None).
Reconciliation of cash and cash equivalent items with balance sheet and cash flow statements:

(1). Information on cash and cash equivalents at the beginning of the year:

31 December 2016 31 December 2015

Cash 101.644 105232
Cash and Effectives 15.817 32.089
Demand Deposits in Banks 85.827 73.143
Cash Equivalents 65.627, 56.908
Interbank Money Market Placements 7.200 6.000)
Time Deposits in Banks 58.427 50.908
[Lotal Cash and Cash Equivalents 167.271 162.140)

The total amount from the operations the in prior period gives the total cash and cash
equivalents amount at the beginning of the current period.

(i1). Information on cash and cash equivalents at the end of year:

31 December 2016 31 December 2015

Cash 205.967 101.644
Cash and Effectives 12.482 15,817
Demand Deposits in Banks 193.485 85.827
iCash Equivalents 69.328 65.627
Interbank Money Market Placements - 7.200,
Time Deposits in Banks 69.328 58.427
[Fotal Cash and Cash Equivalents 275.295 167.271

b. Information on cash and cash equivalent assets of the Branch that is not available for free use
due to legal restrictions or other reasons:

None (31 December 2015: None).

¢. Explanations on the other cash flow items and effect of changes in foreign exchange rates on
cash and cash equivalents:

Decrease in the “Other” item amounting to TL (11.945) thousand (31 December 2015: TL 2.708
thousand decrease) which is classified under “Cash flows from banking operations”consists mainly
of items such as fees and commissions, foreign exchange gains/losses and other operating expenses
excluding personnel expenses.

The effect of changes in the foreign currency rates on the cash and cash equivalents is calculated

approximately TL 17.368 thousand as of 31 December 2016 (31 December 2015: TL 3.728
thousand).
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS
(Continued) '

VII EXPLANATIONS AND NOTES RELATED TO BRANCH’S RISK GROUP:

The volume of transactions relating to the Branch’s risk
transactions and profit and loss of the period:

1. 31 December 2016:

group, outstanding loan and deposit

Investments in Other real and legal persons
associates, subsidiaries and Direct and indirect that have been included in
joint ventures shareholders of the Branch the risk group
Branch’s Risk Group W@ Cash Non-Cash Cash Cash Non-Cash Cash
Loans and Other Receivables
Balance at the Beginning of the Period E - - . 61.127 4
Balance at the End of the Period . - - - 24,878 E
Interest and Comimission
Income Received b | - - 1.631 107
() Defined in the 49th article of subsection 2 of the Banking Act No. 5411.
@ The information in table above includes banks as well as loans.
2. 31 December 2015:
Investments in Other real and Jegal persons
associates, subsidiaries and Direct and indirect that have been included in the
joint ventures shareholders of the Branch risk group
Branch’s Risk Group “» & Cash Non-Cash Cash Cash Non-Cash Cash
Loans and Other Receivables
Balance at the Beginning of the Period . - . - 53.464 4
Balance at the End of the Period . - - - 61.127 -
Interest and Commission
Income Received - -} 4 - 3.119 o

' Defined in the 49th article of subsection 2 of the Banking Act No. 5411.
@ The information in table above includes banks as well as loans.

3. Information on deposits of the Branch’s risk group:

Investments in Associates, Other Real and Legal Persons|
Subsidiaries and Joint Direct and Indirect That Have Been Included in

Branch’s risk group { Ventures Shareholders of the Branch the Risk Group
31 December| 31 December| 31 December| 31 December| 31 December| 31 December
Deposit 2016 2015 2016 2015 2014 2015
Balance at the Beginning of the Period . . . . 83.694 76.010
Balance at the End of the Perjod - - - - 108.901 83.696
Interest Expense on Deposits - - < - 25 37

(1) Defined in the Subsection 2, article 49 of the Banking Act No, 5411,

(2) (As of 31 December 2016, TL 108.901 of deposits denominated in the deposit-risk group line of the balance sheet
belongs to Bank Mellat Iran Central and TL 50.882 to the Central Bank of fran.)

(3) (As of 31 December 2015, TL 83.696 of deposits denominated in the deposit-risk group line of the balance sheet
belongs to Bank Mellat fran Central and TL 16.075 to the Central Bank of Iran.)
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS

(Continued)
VIL.

EXPLANATIONS AND NOTES RELATED TO BRANCH’S RISK GROUP (Continued):

The volume of transactions relating te the Branch’s risk group, outstanding loan and deposit
transactions and profit and loss of the period (Continued):

4.

Information on borrowings from the Branch’s risk group:

Direct and indirect Other items that have been

Associates and subsidiaries shareholders of the Branch | included in ¢he risk group®

Branch’s risk group

31 December; 31 December| 31 December{31 December] 31 December 31 December
Borrowings 2016 2015, 2016 2015 2016; 2015
Beginning of the Period - E b i . i
End of the Period E J d d i ]
Interest Expense 4 E E i 4

) Defined in the 49th article of subsection 2 of the Barnking Act No. 5411,
@ 31 December 2016- None (31 December 2015 None).

Information on forward and option agreements and other similar derivative transactions with the
Branch’s risk group:

The Branch has no forward and option agreements and other similar derivative transactions as of 31
December 2016 and 31 December 2015.

Information on benefits provided to key management:

As of 31 December 2016, benefits provided to the Branch’s key management amount to TL 1.665
thousand (31 December 2015: TL 1.572 thousand).

EXPLANATIONS RELATED TO THE DOMESTIC, FOREIGN, OFF-SHORE BRANCHES
AND FOREIGN REPRESENTATIVES OF THE BRANCH

Number Number of

Employees

Domestic Branch 3 50
Country of
Incorporation

Foreign Rep. Offices

Statutory Share
Total Assets Capiial
Foreign Branch
Off-Shore Banking
Region Branch
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EXPLANATIONS AND NOTES RELATED TO UNCONSOLIDATED FINANCIAL STATEMENTS
{Continued)

IX. EXPLANATIONS AND NOTES RELATED TO SUBSEQUENT EVENTS:

Shareholding structure of the Bank Mellat of Tehran-Iran presented herein below as of 31 December
2016, holding the whole equity of the Branch.

31 December 2016
No Shareholder Rate
1 JUSTICE SHARE RECIPIENTS (PROVINCIAL INVESTORS) 30,00
2 ISLAMIC REPUBLIC OF IRAN 17,00
3 SABA TAMIN INVESTMENT CO. 8,7
4 BANK MELLAT’S STAFF FUTURE SECURITY FUND 645
5 SOQCIAL SECURITY ORGANISATION OF IRAN 3,81
6 MELLAT FINANCIAL GROUP CO. 3,40
7 MOEIN ATIYE KHAHAN COOPERATIVE CO. 2,90
8 NATIONAL IRANIAN OIL REFINING AND DISTRIBUTION CO. 144
9 MELLAT INVESTMENT FUND BFM 1,40
10 MEHR 78 SUPPORT SERVICES COMPANY 1,37
11 IRAN’S OIL INDUSTRY PENSION FUND INVESTMENT CO. 1,21
12 SHIRIN ASAL CO. 1,21
13 IRAN NATIONAL INVESTMENT CO. 1,14
14 OTHER SHARES (LOWER THAN 1%) 19,96
TOTAL 100,00
31 December 2015
No Sharcholder Rate
1 JUSTICE SHARE RECIPIENTS (PROVINCIAL INVESTORS) 30,00
2 ISLAMIC REPUBLIC OF IRAN 18,95
3 SABA TAMIN INVESTMENT CO. 9,91
4 BANK MELLAT’S STAFF FUTURE SECURITY FUND 6,99
5 SOCIAL SECURITY ORGANISATION OF IRAN 3,81
6 MELLAT FINANCIAL GROUF CO. 3,43
7 MOEIN ATIYE KHAHAN COOPERATIVE CO. 2,90
8 NATIONAL IRANIAN QIL REFINING AND DISTRIBUTION CO. 1,49
9 TRAN’S OIL INDUSTRY PENSION FUND INVESTMENT CO. 1,21
10 SHIRIN ASAL CO. 1,21
11 JRAN NATIONAL INVESTMENT CO. 1,12
12 OTHER SHARES (LOWER THAN 1%) 18,98
13 TOTAL 100,00
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SECTION SIX
OTHER EXPLANATIONS AND NOTES

L OTHER EXPLANATIONS ON THE BRANCH’S OPERATIONS:

None.
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SECTION SEVEN
EXPLANATIONS ON INDEPENDENT AUDITOR’S REPORT
L EXPLANATIONS ON INDEPENDENT AUDITOR’S REPORT:;
The unconsolidated financial statements as of 31 December 2016 have been audited by DRT Bagimsiz
Denetim ve Serbest Muhasebeci Mali Miisavirlik A.S. (a member of Deloitte Touche Tohmatsu
Limited).
The independent anditor’s report is presented preceding the financial statements.

IL EXPLANATIONS AND NOTES PREPARED BY INDEPENDENT AUDITOR:

There is no significant matter or disclousure which may be in connection with the Bank’s operations but
not explained in the above sections, .
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