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INDEPENDENT AUDITOR’S REPORT

We have audited the accompanying consolidated financial statements of Tirk Ekonomi Bankasi A.§. (the
“Bank™) and its subsidiaries (together the “Group”), which comprise the consolidated balance sheet as at
December 31, 2009 and the consolidated statements of income, changes in equity and cash flows for the year
then ended, and a summary of significant accounting policies and other explanatory notes.

Management’s Responsibility for the Financial Statements

The Group’s management is responsible for the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards. This responsibility includes: designing,
implementing and maintaining internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances.

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 International Standards on Auditing, Those standards require that we comply with
ethical requirements and plan and perform the audit to obtain reasonable assurance 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.

Opinion
In our opinion, the financial statements present fairly, in all material respects, the consolidated financial position of

the Group as at December 31, 2009 and of its financial performance and its cash flows for the year then ended, in
accordance with International Financial Reporting Standards.

By BoFrman Dewellin. ue JUHM A d.

IM VE SERBEST MUHASEBECI MALI MUSAVIRLIK A.S.
Member of DELOITTE TOUCHE TOHMATSU

Istanbul, February 15, 2010

Member of Deloitte Touche Tohmatsu
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TURK EKONOMi BANKASI ANONIM SiRKETI
CONSOLIDATED BALANCE SHEET
AS AT DECEMBER 31, 2009

Amounts expressed in thousands of Turkish Lira (TRY) unless otherwise stated.

December 31, December 31,
Notes 2009 2008

ASSETS
Cash and balances with central banks 4 1,661,036 2,477,071
Deposits with and loans due from banks and other financial institutions 4 1,029,378 1,196,248
Other money market placements 4 704,319 756,902
Financial assets at fair value through profit and loss 5,16 200,023 101,141
Derivatives used for hedging purposes 6 31,330 56,424
Available-for-sale financial assets 5 1,678,893 1,236,706
Loans and receivables 6 9,205,630 8,744.834
Remeasurement adjustment on interest rate risk hedged portfolios 46,589 45,757
Held-to-maturity investments 5 901,640 818,811
Factoring receivables, net 7 374,121 319,643
Minimum lease payments receivable 8 402,490 574,993
Premises and equipment 9 143,835 171,855
[ntangible assets 10 15,483 12,861
Deferred tax asset 15 §3.339 34,993
Other assets 11 399,263 358,340
Total assets 16,877,369 16,906,579
LIABILITIES AND EQUITY
LIABILITIES
Deposits from other banks 12 296,581 270,262
Customers’ deposits 12 10,066,703 10,225,624
Other money market deposits 12 1,071,971 201,744
Financial liabilities at fair value through profit and loss 16 57,989 176,247
Derivatives used for hedging purposes 16 73,493 67,611
Funds borrowed:

- Subordinated debt 13 480,574 439.091

- Other funds borrowed 13 2,457,679 3,327,285
Other liabilities 14 558,501 553,107
Provisions 14 30,535 34,250
Income taxes payable 15 3,375 656
Deferred tax liability 15 - 223
Total liabilities 15,097,401 15,346,100
EQUITY
Equity attributable to equity holders of the parent 1,779,968 1,560,479
Share capital issued 17 1,100,000 1,100,000
Premium in excess of par 2,158 2,158
Adjustment to share capital 17 926 926
Unrealized gains/(losses) on available-for-sale investments, net of tax 18 21,823 5,218
Other reserves and retained earnings 18 655,061 452,177
Total cquity 1,779,968 1,560,479
‘Fotal liabilities and equity 16,877,369 16,906,579

The accompanying policies and explanatory notes are an integral part of these consolidated financial statements.



TURK EKONOMIi BANKASI ANONIM SIRKETi

CONSOLIDATED STATEMENT OF INCOME FOR THE YEAR ENDED

DECEMBER 31, 2009

Amounts expressed in thousands of Turkish Lira {TRY) unless otherwise stated.

December 31, December 31,

Notes 2009 2008
fnterest income
[nterest on loans and receivables 1,339,563 1,599,851
Interest on securities 288,681 285,212
[nterest on deposits with and loans due from banks and other financial institutions 70,370 124,239
Interest on other money market placements 27,102 87.353
Interest on financial leases 54,684 60,184
[nterest income on hedging derivatives 14,268 14,686
Other interest income 1,020 120
Total interest income 1,795,688 2,171,647
Interest expense
Interest on customer deposits (619,490) (911,031)
Interest on other money market deposits (44,249) (93,389)
Interest on funds borrowed and deposits from other banks (233,357 (346,069
Interest on hedging derivatives {65,281) {40,068)
Total interest expense (962,377 (1,390,757
Net interest income 833.311 780,890
Fees and commissions and other operating income
Fees and commissions income 24 424,532 364,284
Fees and commissions expenses 24 (145,855) {135,811)
Net gain/loss on financial instruments at fair value through profit or loss 23 41,525 35,183
Gains less losses on investment securities 55,570 (4.644)
Net income/ {expenses) from other activities (9,210) 1,805
Net banking income 1,199,873 1,041,707
Cperating expenses
Salaries and employee benefits 21 (402,741) (421,049
Other operating expenses 22 (240,233) (221,557
Depreciation and amortization 9,10 (53,726) {45.718)
Taxes other than on income (20,151) (39,529)
Gross operating income 483,022 313,854
Provisions for impairment of loan, lease and factoring receivables, net of
recoveries (274,425) (131,594)
Net operating income 208,597 182,260
Gain/(loss) on sale of fixed assets and investments, net (362) 218
Profit from operating activities before income tax 208,235 182,478
Income tax — provisions 15 (735) -
Income tax - cuerent 15 (58,061) 29518
Income tax — deferred 15 52,762 (21,846)
Net profit for the year 202,201 190,150
Attributable to :
Equity holders of the parent 202,201 190,150
Net profit 202,201 190,150
Earnings per share (full TRY) 19 0.1838 0.2249

The accompanying policies and explanatory notes are an integral part of these consolidated financial statements.



TURK EKONOMI BANKASI ANONIM SiRKETI
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED DECEMBER 31, 2009

Amounts expressed in thousands of Turkish Lira (TRY) unless otherwise stated.

January 1- January 1-

December 31, December 31,

2009 2008

Profit for the period 202,201 190,150
Other comprehensive income

Fair value gains on avaiable-for-sale financial assets, net of tax 16,605 2,820

Net change in fair values 60,798 (2,964)

Net amount transferred to income {44,193) 5,782

Currency translation differences 683 31,812

Other comprehensive income for the period, net of tax 17,288 34,632

Total comprehensive income for the period 219,489 224,782

Total comprehensive income attributable to equity holders of the Parent 219,489 224,782

The accompanying policies and explanatory notes are an integral part of these consolidated financial statements.



"SIUBLUDIEIS [BIDURUY PRIEpI{osued asayl jo wed [eidain ue sie sajou Lojgue(dxs pue satotjod Surduedurosde sy,

896'6LL'1 T08'SH9 657'6 £T8'1T 976 8517 000001°1 6007 ‘1€ JaquIdda(q 1y
68F61Z 102702 £89 S09°91 - - - pouad a2y 10] auroou] aasusy2idwion (elo],
6LY 0951 109'€h¥ 9.5'8 817§ 976 8SI°T 000'001°1 6007 ‘[ Aenuer 3y
6410971 109°et 9L8°8 8IT'C 9z6 851°C 000°001°1 800Z "L £ 1Rquisa( 3V
I8LTT 0£1°061 rAEd LS 0787¢ " - - potsad ay) 105 swedur saisuayaidiod [eo],
Kt - - - - [#4y 000°shE L1 aseatout [ende)
§LT'066 ISF'EST (9gT°cT) 86€°C 9Z6 9EL'] 000°SSL 800z ‘1 Arenuey 1y
Aunba [elo]  sTupures paueias DA19821 X JO 19U [eudes areys  1ed Jo s590%3 [endes SMION
PUE 2419821 [BFa] uolje|sues; ‘S1UIWISAAUL o juaunNsnipy  up wniwaig aryg
fousnnyy JES-10}J-2]qB[IBAR UG

(sassof)/sured pazijeaiun

juaaeg ) Jo saapjoy Aunba o1 31qeInquny

"PRIRIS 9SIAMIDYI0 SSI[UN (A 1) eI ] (ST, JO SPUESHOLT Ui PasssIdRs STUnoiy

6002 ‘1€ YAFINIDAd CIANT ¥VIA THL HOJ
ALINOT SYICTOHTIVHS NI STINVHD 40 INTIWILVLS AILVAIOSNOD
LLIDRIIS WINONV ISVINVE INONOA SR(.L



TURK EKONOMI BANKASI ANONIM SIRKETI
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2009
Amounts expressed in thousands of Turkish Lira {TRY) unless otherwise stated.

Notes December 31,  December 31,
2009 2008

Cash flows from operating activities
Interest received 1,954,295 1,888,773
Interest paid (1,184,401) (1,311,863)
Fees and commissions received 424,532 364,284
Trading income 171,573 699,381
Recoveries of impairment of loan, lease and factoring receivables 142,915 31,125
Fees and commissions paid (145,855) (135811)
Cash payments to employees and other parties (392,629) {(394,042)
Cash received from other operating activities - 1,805
Other operating activities {198.,888) (433,545)
[ncome taxes paid (83,651) (32,426}
Cash flows from operating activities before changes in

operating assets and liabilities 717,891 677,679
Changes in operating assets and liabilities
Net (increase) / decrease in trading securities {120,077) 182,661
Net (increase)} / decrease in reserve deposits at central banks 28,090 (469,119
Net (increase) / decrease in deposits with and loans due from banks and other
financial institutions (60,315) (179,291)
Net (increase) / decrease in loans and receivables {929,073) (1,301,644)
Net (increase) / decrease in factoring receivables (62,961) (11,335)
Net (increase) / decrease in minimum lease payments receivable 150,953 (175,926)
Net (increase) / decrease in other assets {40,183) (77,457)
MNet increase / (decrease) in deposits from other banks 26,744 (250,77
Net increase / (decrease} in customers® deposits (123,805) 2,525,987
Net increase / (decrease) in other money market deposits 866,628 (707,593)
Net increase / (decrease) in other liabilities 61,679 (39470
Net cash (used in} provided by operating activities (202,320) (503,964)
Cash flows from investing activities
Purchases of available- for- sale securities (3,053,655) (1,246,630)
Proceeds from sale and redemption of available-for-sale securities 2,662,878 134,212
Purchases of held-to-maturity investments (103,360) -
Purchases of property and equipment {19,653) (69,480
Proceeds from the sale of premises and equipment 9,918 3,687
Purchases of intangible assets (9,203) (9,773)
Net cash provided by (used in) investing activities (513,075) (1,185,984}
Cash flows from financing activities
Proceeds from funds borrowed and debt securities 24,125,882 16,543,292
Repayment of funds borrowed and debt securities (25,148,582) (15,841,106)
Issue of share capital 17 - 345,000
Premium in excess of par 17 - 422
Net cash provided by (used in) financing activities (1,022,700) 1,047,608
Effect of net foreign exchange difference (41,407} 570,816
Net increase/ (decrease) in cash and cash equivalents (1,061,611 606,155
Cash and cash equivalents at the beginning of the year 4 2,779,846 2,173,691
Cash and cash equivalents at the end of the year 4 1,718,235 2,779,846

The accompanying policies and explanatory notes are an integral part of these consolidated financial statements.



TURK EKONOMI BANKASI ANONIM SIRKETI
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2009

Amounts expressed in thousands of Turkish Lira (TRY) unless otherwise stated.

1. CORPORATE INFORMATION
General

Tiirk Ekonomi Bankasi A.S. (the Bank) was incorporated in Turkey in 1927 under the name of Kocaeli Halk
Bankast T.A.3. and was acquired by the Colakoglu Group in 1982. The name of the Bank was changed as Tiirk
Ekonomi Bankasi A.$. and its headquarters moved to Istanbul. Certain shares of the Bank, representing 20% of
the total, were listed on the Istanbul Stock Exchange in February 2000, Currently, 15.63% of the total shares are
publicly traded. TEB’s shares are also listed and traded on the London Stock Exchange as GDR’s since 2000.
The registered office address of TEB is Meclis-i Mebusan Caddesi, No: 57, Findikli-Istanbul/Turkey.

For the purposes of the accompanying consolidated financial statements, the Bank and its consolidated
subsidiaries are referred to as “the Group™.

On February 10, 2005 BNP Paribas acquired 50% shares of TEB Mali Yatirimlar A.S., the ultimate shareholder
of the Group by 84.25%,

The consolidated financial statements of the Bank were authorized for issuance by the management on February
15, 2010. The General Assembly and certain regulatory bodies have the power to amend the statutory financial
statements after issue.

Nature of Activities of the Group

The operations of the Group consist of banking, leasing, factoring, securities brokerage and portfolio
management, which are conducted mainly for local customers.

The subsidiaries included in the consolidation and the effective shareholding percentages of the Group as of
December 31, 2009 and 2008 are as follows:

Place of Effective Shareholding
Incorporation And Voting Rights %

December December
31, 2009 31, 2008

The Economy Bank N.V. (Economy Bank) Netherlands 100.0 100.0
TEB Yatirim Menkul Degerler A.S. (TEB Yatirim) Turkey 100.0 100.0
TEB Faktoring A.S. (TEB Faktoring) Turkey 100.0 100.0
TEB Finansal Kiralama A.S. {TEB Leasing) Turkey 100.0 100.0
TEB Portfoy Yonetimi A.S. (TEB Portfoy) Turkey 100.0 100.0
Stichting Effecten Dienstverlening Netherlands 100.0 100.0
Kronenburg Vastgoed B.V., Netherlands 100.0 100.0



TURK EKONOMIi BANKASI ANONIM SIiRKETI
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2009

Amounts expressed in thousands of Turkish Lira (TRY) unless otherwise stated.
1. CORPORATE INFORMATION (continued)

The principal activities of the consolidated subsidiaries are as follows:

Economy Bank —Commerciai bank, which mainly deals in foreign trade finance, corporate banking, private
banking and correspondent banking services.

TEB Yatirim — Rendering fixed income and equity brokerage and corporate finance services in line with the rules
of the Capital Markets Board of Turkey.

TEB Faktoring — Providing both domestic and export factoring services to industrial and commercial enterprises
in Turkey.

TEB Leasing - Providing financial leasing services to corporate customers, investing in industrial machinery and
equipment, various equipment and transport vehicles.

TEB Portfy — Managing individual customer portfolios and mutual funds which consist of capital market
instruments.

Stichting Effecten Dienstverlening — Operating under Economy Bank for holding securities of customers, located
in the Netherlands.

Kronenburg Vastgoed B.V. — Real estate company founded for the purpose of the ownership of property
possessed by Economy Bank in the Netherlands.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
2.1 Basis of Preparation

The consolidated financial statements of the Group have been prepared in accordance with [nternational
Financial Reporting Standards (IFRS), These financial statements have been prepared under the historical cost
convention, except for those assets and liabilities measured at fair value.

The Bank and its subsidiaries which are incorporated in Turkey maintain their books of account and prepare their
statutory financial statements in accordance with the regulations on accounting and reporting framework and
accounting standards which are determined by the provisions of Turkish Banking Law and accounting standards
promulgated by the other relevant laws and regulations. The foreign subsidiaries maintain their books of account
and prepare their statutory financial statements in their local currencies and in accordance with the regulations of
the countries in which they operate. The consolidated financial statements have been prepared in accordance
with IFRS and presented in Turkish Lira (TRY). For the purpose of fair presentation in accordance with [FRS,
certain adjustments and reclassifications have been made, which mainky comprise the effects of deferred taxation
and reserve for impairment of loans.

Factoring payables are offset from factoring receivables in 2008 financial statements presented for comparison
purposes. Loans to banks which were shown under loans and receivables in 2008 have been classified under
deposits with and loans due from banks and other financial institutions for comparison purposes.



TURK EKONOMI BANKASI ANONIM SiRKETi
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2009

Amounts expressed in thousands of Turkish Lira {TRY) unless otherwise stated.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
2.2 Summary of Significant Accounting Policies, Judgments and Estimates
Judgments and Estimates

The preparation of the financial statements in accordance with [FRS, including International Accounting
Standards (IAS) requires management to make estimates and assumptions that are reflected in the measurement
of income and expenses in the profit and loss statement and in the carrying value of assets and liabilities in the
balance sheet, and in the disclosure of information in the notes to the financial statements. Managers do exercise
judgment and make use of information available at the date of the preparation of the financial statements in
making these estimates. The actual future results of operations in respect of the areas where these judgments and
estimates have been made may in reality be different than those estimates. This may have a material effect on the
financial statements,

The judgments and estimates that may have a significant effect on amounts recognized in the financial statements
are discussed in the relevant sections below,

Functional and Presentation Currency
Functional and Presentation Currency for the Bank and Its Subsidiaries Which Operate in Turkey:

Functional currency of the Bank and its subsidiaries, which operate in Turkey, is Turkish Lira {TRY). Until
December 31, 2004, the date at which the Group considers that the qualitative and quantitative characteristics
necessitating restatement pursuant to [AS 29 (“Financial Reporting in Hyperinflationary Economies™) were no
longer applicable, the financial statements of these companies were restated for the changes in the general
purchasing power of TRY based on 1AS 29, which requires that financial statements prepared in the currency of
a hyperinflationary economy be stated in terms of the measuring unit current at the balance sheet date and the
cotresponding figures for previous periods be restated in the same terms.

In accordance with Law No: 5083 “Monetary Unit of the Turkish Republic” (Law No: 5083), the name of the
Turkish Republic’s monetary unit and its sub-currency unit is changed to the Turkish Lira and the Turkish Cent,
respectively. However, in accordance with the additional resolution of the Council of Ministers in regards to the
order on the removal of the phrase “New” in the New Turkish Lira and the New Turkish Cent and Its Application
Principles, the phrase “New” used in the Turkish Republic’s monetary unit is removed both from New Turkish
Lira and the New Turkish Cent as of January 1, 2009,

Functional Currencies of Foreign Subsidiaries:

As of December 31, 2009, Economy Bank operating in Netherlands adopted the Euro (EUR) as its functional
currency.



TURK EKONOMI BANKASI ANONIM SIiRKETI
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2009

Amounts expressed in thousands of Turkish Lira (TRY) unless otherwise stated.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

22 Summary of Significant Accounting Policies, Judgments and Estimates (continued)

Foreign Currency Translation

The consolidated financial statements are presented in TRY, which is the Group’s functional and presentation
currency. Each entity in the Group determines its own functional currency and items included in the financial
statements of each entity are measured using that functional currency. Transactions in foreign currencies are
initially recorded in the functional currency rate ruling at the date of the transaction. Monetary assets and
liabilities denominated in foreign currencies are retranslated at the functional currency rate of exchange ruling at
the balance sheet date. All differences are recognized in the income statement.

Foreign currency translation rates used by the Group as of respective year-ends are as follows:

EUR/TRY USD/TRY
December 31, 2007 .71 1.16
December 31, 2008 2.13 1.52
December 31, 2009 2.14 1.49

The assets and liabilities of foreign subsidiaries (none of which has the currency of a hyperinflationary economy)
are translated into the presentation currency of the Group (TRY?) at the exchange rate ruling at the balance sheet
date. The income statements of foreign subsidiaries are translated at average exchange rates for the period. For
consolidation purposes, exchange differences arising from the translation of the net investment in foreign entities
are included in equity as currency translation differences until the disposal of the net investment.

On disposal of a foreign entity, the deferred cumulative amount recognized in equity relating to that particular
foreign operation is recognized in the income statement as a component of the gain or loss on disposal.

Basis of Consolidation and Goodwill

The consolidated financial statements comprise the financial statements of the Bank and its subsidiaries, as at
December 31 of each year.

Subsidiaries are entities over which the Group has power to govern the financial and operating policies so as to
benefit from their activities. Subsidiaries in which the Group owns directly or indirectly more than 50% of the
voting rights, or has power to govern the financial and operating policies under a statute or agreement are subject
to consolidation. The existence and effect of potential voting rights which are currently exercisable or
convertible are considered when assessing whether the Group controls another entity or not.

Subsidiaries are fully consolidated from the date of acquisition, referring to the date on which control is
transferred to the Group and cease to be consolidated from the date on which control is transferred out of the
Group.

The purchase accounting method is used for acquired businesses. The purchase accounting method includes
allocating the cost of the business combination to the fair value of assets acquired and liabilities and contingent
liabilities assumed at the date of acquisition. Goodwill represents the excess of the cost of the acquisition over the
fair value of the Group’s share of the net identifiable assets of an acquired subsidiary or associate at the date of
acquisition. Goodwill on acquisition of subsidiaries is included in “intangible assets”. Following initial
recognition, goodwill is measured at cost less any accumulated impairment losses. Goodwill is reviewed for
impairment, annually or more frequently if events or changes in circumstances indicate that the carrying value
may be impaired. This requires an estimation of the value in use of the cash-generating unmits to which the
goodwill is allocated. For the purpose of impairment testing, goodwill acquired in a business combination is,
from the acquisition date, allocated to cash generating units. The carrying amount of goodwill at December 31,
2009 and 2008 was TRY 1,205 (see Note 10) and there is no impairment recorded related to goodwill. Gains and
losses on the disposal of an entity include the carrying amount of the goodwill relating to that entity sold. If the
cost of acquisition is less than the fair value of the net assets of the subsidiary acquired, the difference is
recognized directly in the income statement. There is no negative goodwill recognized by the Group.



TURK EKONOMI BANKASI ANONIM SIRKETI
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2009

Amounis expressed in thousands of Turkish Lira (TRY) unless otherwise stated.
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.2 Summary of Significant Accounting Policies, Judgments and Estimates (continued)

Basis of Consolidation and Goodwill (continued)

The financial statements of the subsidiaries are prepared for the same reporting period as the Bank, using
consistent accounting policies.

All intra-group balances, transactions, and unrealized gains on intra-group transactions are eliminated; unrealized
losses are also eliminated unless the transaction provides evidence of impairment of the asset transferred.
Premises and Equipment

Premises and equipment are stated at cost less accumulated depreciation and accumulated impairment in value.

Depreciation is calculated on a straight-line basis over the estimated useful lives of the assets as follows:

Buildings and land improvements 50 years
Machinery and equipment 5 years
Office equipment 5 years
Furniture, fixtures and vehicles 5 years
Leasehold improvements Lease period
Land Not depreciated

The residual values, useful lives and depreciation methods are reviewed, and adjusted if appropriate, at each year
end.

The carrying values of premises and equipment are reviewed for impairment when events or changes in
circumstances indicate the carrying value may not be recoverable. If any such indication exists and where the
carrying values exceed the estimated recoverable amount, the assets of cash generating units are written down to
their recoverable amount. The recoverable amount is defined as the amount that is the higher of the asset’s fair
value less costs to sell and value in use. Impairment losses are recognized in the income statement. There is no
impairment recorded related to premises and equipment.

An item of premises and equipment is derecognized upon disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss arising on derecognition of the asset (calculated as the
difference between the net disposal proceeds and the carrying amount of the asset) is included in the income
statement in the year the asset is derecognized.

Intangible Assets

Intangible assets acquired are capitalized at cost. Following initial recognition intangible assets are carried at cost
less any accumulated amortization and any accumulated impairment losses. [ntangible assets with finite lives are
amortized on a straight-line basis over the best estimate of their useful lives and assessed for impairment
whenever there is an indication that the intangible asset may be impaired. There is no impairment recorded
related to intangible assets. The amortization petiod and the amortization method for an intangible asset with a
finite useful life are reviewed at least at each financial vear-end. Changes in the expected useful life or the
expected pattern of consumption of future economic benefits embodied in the asset is accounted for by changing
the amortization period or method, as appropriate, and treated as changes in accounting estimates.

The Group amortizes intangible assets with a finite life on a straight-line basis over the estimated useful lives of 3
to 5 years. There are no intangible assets with indefinite useful lives, other than goodwill.

Gains or losses arising from the derecognition of an intangible asset are measured as the difference between the

net disposal proceeds and the carrying amount of the asset and are recognized in the income statement when the
asset is derecognized.
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TURK EKONOMi BANKASI ANONIM SIRKETI
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2009

Amounts expressed in thousands of Turkish Lira (TRY) unless otherwise stated.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
2.2 Summary of Significant Accounting Policies, Judgments and Estimates (continued)
Financial Assets

The Group classifies its financial assets in the following categories: financial assets at fair value through profit or
loss; loans and receivables; held-to-maturity investments and available-for-sale financial assets. When financial
assets are recognized initially, they are measured at fair value. The Group determines the classification of its
financial assets at initial recognition.

The Group recognizes all regular way purchases and sales of financial assets on the settlement date i.e. the date
that the asset is delivered. Regular way purchases or sales are purchases or sales of financial assets that require
delivery of assets within the time frame generally established by regulation or convention in the market place.
Changes in fair value of assets to be received during the period between the trade date and the settlement date are
accounted for in the same way as the acquired assets ie. for assets carried at cost or amortized cost; change in
value is not recognized.

Financial assets at fair value through profit or loss

Financial assets classified as held-for-trading are included in this category. Trading securities are securities,
which were either acquired for generating a profit from short term fluctuations in price or dealer’s margin, or are
securities included in a portfolio in which a pattern of short term profit taking exist. Derivatives are also
classified as held-for-trading unless they are designated as effective hedging instruments. Gains or losses on
investments held-for-trading are recognized in income.

Held-to-maturity investments

Non-derivative financial assets with fixed or determinable payments and fixed maturity where management has
both the intent and the ability to hold to maturity are classified as held-to-maturity. [nvestments intended to be
heid for an undefined period are not included in this classification. The Group follows the guidance of 1AS 39 on
classifying non-derivative financial assets with fixed or determinable payments and fixed maturity as held-to-
maturity. This classification requires significant judgments. [n making this judgment, the Group evaluates its
intention and ability to hold such investments to maturity, If the Group fails to keep these investments to maturity
other than for the specific circumstances such as selling an insignificant amount close to maturity - it will be
required to classify the entire class as available-for-sale. The investments would therefore be measured at fair
value; not amortized cost. If the entire class of held-to-maturity investments is tainted, the carrying value would
increase by TRY 37,913 (December 31, 2008: TRY 7,392) before tax effect, by fair valuing due to change in the
classification and hence, the valuation methodology, with a corresponding entry in the net unrealized gains on
available-for-sale investments under equity. There has been no tainting in the held-to-maturity portfolio during
2009 or 2008.

Held-to-maturity investments are subsequently measured at amortized cost using the effective interest methed,
less any impairment in value. Amortized cost is calculated by taking into account all fees paid or received
between parties to the contract that are an integral part of the effective interest rate, transaction costs and all other
premiums or discounts. For investments carried at amortized cost, gains and losses are recognized in income
when the investments are derecognized or impaired, as well as through the amortization process.

Interest earned whilst holding held-to-maturity securities is reported as interest income.
When financial assets are transferred to held-to-maturity category from available-for-sale portfolio, as a result of
a change in intention, the fair value carrying amount of the related financial assets becomes the new amortized

cost. Any previous gain or losses on those assets that have been recognized in equity are amortized over the
remaining life of the held-to-maturity investments using the effective interest method.

11



TURK EKONOMI BANKASI ANONIM SIRKETi
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2009

Amounts expressed in thousands of Turkish Lira (TRY) unless otherwise stated,
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.2 Summary of Significant Accounting Policies, Judgments and Estimates (continued)
Financial Assets (continued)
Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted
in an active market, They arise when the Group provides money, goods or services directly to a debtor with no
intention of trading the receivable. Such assets are carried at amortized cost using the effective interest method
less any impairment in value, Gains and losses are recognized in income when the loans and receivables are
derecognized or impaired, as well as through the amortization process. Interest earned on such loans and
receivables is reported as interest income.

Available-for-sale financial asseis

Available-for-sale financial assets are those non-derivative financial assets that are designated as available-for-
sale or are not classified in any of the three preceding categories. After initial recognition, available-for-sale
financial assets are measured at fair value. Gains or losses on remeasurement to fair value are recognized as a
separate component of equity until the investment is derecognized, or until the investment is determined to be
impaired, at the time the cumulative gain or loss previously reported in equity is included in the income
staterment, However, interest calculated on available-for-sale financial assets using effective interest method is
reported as interest income.

For investments that are traded in an active market, fair value is determined by reference to stock exchange or
current market bid prices, at the close of business on the balance sheet date. For investments where there is no
market price or market price is not an indicator of the fair value of the instrument, fair value is determined by
reference to the current market value of substantially the same instrument, by recent arm's length transactions, by
discounted cash flow analysis or through other valuation techniques commonly used,

Repurchase and Resale Transactions

The Group enters into sales of securities under agreements to repurchase such securities at a fixed price at a fixed
future date. Such securities, which have been sold subject to a repurchase agreement (“repos’), are recognized in
the balance sheet and are measured in accordance with the accounting policy of the security portfolio which they
belong to. Securities sold subject to repurchase agreements (‘repos’) are referred to as loaned securities when the
transferee has the right by contract or custom to sell or repledge the collateral. The counterparty liability for
amounts received under these agreements is included in other money market deposits. The difference between
sale and repurchase price is treated as interest expense and accrued over the life of the repurchase agreement
using the effective interest method.

Securities purchased with a corresponding commitment to resell at a fixed price at a specified future date
(‘reverse repos’) are not recognized in the balance sheet, as the Group does not obtain control over the assets.
Amounts paid under these agreements are included in other money market placements. The difference between
purchase and resale price is treated as interest income and accrued over the life of the reverse repurchase
agreement using the effective interest method.

Netting of Financial Assets and Liabilities
Financial assets and liabilities are offset and the net amount is reported in the balance sheet when there is a

legally enforceable right to offset the recognized amounts and there is an intention to settle on a net basis or
realize the asset and settle the liability simultaneously.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.2 Summary of Significant Accounting Policies, Judgments and Estimates {continued)

Recognition and Derecognition of Firancial Instruments

The Group recognizes a financial asset or financial liability in the balance sheet only when it becomes a party to
the contractual provisions of the instrument,

The Group derecognizes a financial asset (or, where applicable a part of a financial asset or part of a group of
similar financial assets) when the rights to receive cash flows from the asset have expired; or while retaining the
right to receive cash flows from the asset the Group has also assumed an obligation to pay them in full without
material delay to a third party; or the Group has transferred its rights to receive cash flows from the asset and
either has transferred substantially all the risks and rewards of the asset, or has transferred the control of the asset.

The Group does not have any assets where the Group has transferred its rights to receive cash flows from an asset
and has neither transferred nor retained substantially all the risks and rewards of the asset nor transferred control
of the asset that is recognized to the extent of the Group’s continuing invelvement in the asset.

The Group derecognizes a financial liability when the obligation under the liability is discharged or cancelled or
expires.

When an existing liability is replaced by another from the same lender on substantially different terms, or the
terms of an existing liability are substantially modified, such an exchange or modification is treated as a
derecognition of the original liability and the recognition of a new liability, and the difference in the respective
carrying amounts is recognized in profit or [oss.

Impairment of Financial Assets
a) Assets carried at amortized cost

In determining whether an impairment loss should be recorded in the income statement, the Group makes
judgments as to whether there is any observable data indicating that there is a measurable decrease in the
estimated amounts recoverable from a portfolio of loans and individual loans, Objective evidence that a financial
asset or group of assets is impaired includes observable data that comes to the attention of the Group about the
following loss events:

(a)  significant financial difficulty of the issuer or obliger;

(b)  a breach of contract, such as a default or delinquency in interest or principal payments by more than 90
days;

(c)  the Group granting to the borrower, for economic or legal reasons relating to the borrower’s financial
difficulty, a concession that the lender would not otherwise consider;

{d)  becoming probable that the borrower will enter bankruptcy or other financial reorganization;

(e} the disappearance of an active market for that financial asset because of financial difficulties; or

(f)  observable data indicating that there is a measurable decrease in the estimated future cash flows from a
group of financial assets since the initial recognition of those assets, although the decrease cannot yet be
identified with the individual financial assets in the group, including:
(i) adverse changes in the payment status of borrowers; or
(ii)  national or local economic conditions that correlate with defaults on the assets in the group.

All loans with principal and/or interest overdue for more than 90 days are considered as impaired and
individually assessed.

If there is objective evidence that an impairment loss on loans and receivables or held-to-maturity investments
carried at amortized cost has been incurred, the amount of the loss is measured based on the difference between
the carrying amount and the estimated recoverable amount of the asset, determined by the net present value of the
expected future cash flows discounted at the loan’s original effective interest rate. The estimated recoverable
amount of a collateralized financial asset is measured based on the amount that is expected to be realized from
foreclosure less costs for obtaining and selling the collateral, whether or not the foreclosure is probable. The
carrying amount of the asset is reduced through the use of an allowance account. The amount of the loss is
recognized in the income statement.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.2 Summary of Significant Accounting Policies, Judgments and Estimates {continued)
Impairment of Financial Assets (continued)

The Group first assesses whether objective evidence for impairment exists individually for financial assets that
are individually significant, and individually or collectively for financial assets that are not individually
significant. If it is determined that no objective evidence for impairment exists for an individually assessed
financial asset, whether significant or not, the asset is included in a group of financial assets with similar credit
risk characteristics and that group of financial assets is collectively assessed for impairment, Assets that are
individually assessed for impairment and for which an impairment loss is or continues to be recognized are not
included in a collective assessment of impairment.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognized (such as an improvement in the debtor’s
credit rating), the previously recognized impairment loss is reversed by adjusting the allowance account. Any
subsequent reversal of impairment loss is recognized in income statement, to the extent that the carrying value of
the asset does not exceed its amortized cost at the reversal date.

A write off is made when all or part of a loan is deemed uncollectible or in the case of debt forgiveness. Such
loans are written off after all the necessary procedures have been completed and the amount of the loss has been
determined. Write offs are charged against previously established allowances and reduce the principal amount of
a loan. Subsequent recoveries of amounts previously written off are included in income.

The methodology and assumptions used for estimating both the amount and timing of recoverable amounts are
reviewed regularly to reduce any differences between loss estimates and actual loss experience. The total
carrying value of such loans and receivables as of December 31, 2009 is TRY 9,982,241 (December 31, 2008 -
TRY 9,639,470} net of impairment allowance of TRY 437,922 (December 31, 2008 - TRY 203,116).

b) Assets carried at cost

If there is objective evidence that an impairment loss on an unquoted equity instrument that is not carried at fair
value since its fair value cannot be reliably measured, or on a derivative asset that is linked to and must be settled
by delivery of such an unquoted equity instrument has been incurred, the amount of the loss is measured as the
difference between the carrying amount and the present value of the recoverable amount of the asset. There is no
impairment recorded related to assets carried at cost.

c) Available-for-sale financial assets

The Group determines that available-for-sale equity investments are impaired when there has been a significant
or prolonged decline in the fair value below its cost. This determination of what is significant or prolonged
requires judgment,

If an available-for-sale asset is impaired, an amount comprising the difference between its cost (net of any
principal payment and amortization) and its current fair value, less any impairment loss previously recognized in
profit or loss, is transferred from equity to the income statement. Reversals of impairment losses on debt
instruments are reversed through profit or loss; if the increase in fair value of the instrument can be objectively
related to an event occurring after the impairment loss was recognized in profit or loss.

Interest - Bearing Deposits and Borrowings
All deposits and borrowings are initially recognized at the fair value of consideration received less directly
attributable transaction costs. After initial recognition interest-bearing deposits and borrowings are subsequently

measured at amortized cost using the effective interest method. Gains or losses are recognized in the income
statement when the liabilities are derecognized as well as through the amortization process.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.2 Summary of Significant Accounting Policies, Judgments and Estimates (continued)

Employee Benefits
Defined Benefit Plans

In accordance with existing social legislation in Turkey, the Bank and its subsidiaries in Turkey are required to
make lump-sum termination indemnities to each employee who has completed over one year of service with the
Group and whose employment is terminated due to retirement or for reasons other than resignation or
misconduct. Economy Bank and its subsidiaries do not carry such obligations.

Such defined benefit plan is unfunded since there is no funding requirement in Turkey. The cost of providing
benefits under the defined benefit plan is determined by independent actuaries annually using the projected unit
credit method. All actuarial gains and losses are recognized in the income statement.

In calculating the related liability to be recorded in the financial statements for this defined benefit plan, the
Group uses independent actuaries and also makes assumptions and estimation relating to the discount rate to be
used, turnover of employees, future change in salaries/limits, etc. These estimations which are disclosed in Note
14 are reviewed regularly. The carrying value of employee termination benefit provisions as of December 31,
2009 is TRY 18,512 (December 31, 2008 - TRY 13,795).

Other Contributions

The Group pays contributions to Social Security Funds on a mandatory basis. There are no other liabilities
related to employee benefits to be provisioned.

Provisions

Provisions are recognized when the Group has a present obligation as a result of a past event, it is probable that
an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable
estimate can be made of the amount of the obligation. The expense relating to any provision is presented in the
income statement net of any reimbursement. If the effect of the time value of money is material, provisions are
determined by discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and, where appropriate, the risks specific to the liability.

Leases
{a)  The Group as Lessee

Finance leases

Assets held under finance leases are recognized as assets of the Group at their fair value at the inception of the
lease or, if lower, at the present value of the minimum lease payments. The corresponding liability to the lessor is
included in the balance sheet as a finance lease obligation. Lease payments are apportioned between finance
charges and reduction of the lease obligation so as to achieve a constant rate of interest on the remaining balance
of the liability. Finance charges are charged directly to profit or loss, unless they are directly attributable to
qualifying assets, in which case they are capitalized in accordance with the Group’s general policy on borrowing
costs,

Operating leases

Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are classified as
operating leases. These include rent agreements of branch premises, which are cancellable subject to a period of
notice. Related payments are recognized as an expense in the income statement on a straight-line basis over the
lease term.

When an operating lease is terminated before the lease period expires, any payment required to be made to the
lessor by way of penalty is recognized as an expense in the period in which the termination takes place.
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2, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.2 Summary of Significant Accounting Policies, Judgments and Estimates (continued)
Leases (continued)

()] The Group as Lessor

Finance leases

The Group classifies leased assets as a receivable equal to the net investment in the lease. Finance income is
based on a pattern reflecting a constant periodic rate of return on the outstanding net investment. Initial direct
costs are included in the initial measurement of the financial lease receivable and reduce the amount of income
recognized over the lease term.

Factoring Receivables

Factoring receivables are recognized at original factored receivable amount less advances extended against
factoring receivables, interest and factoring commissions charged, and are carried at amortized cost, which
represents the fair value of consideration given, and subsequently remeasured at amortized cost less reserve for
impairment.

Income and Expense Recognition

Interest income and expenses are recognized in the income statement for all interest bearing instruments on an
accrual basis using the effective interest method. The effective interest method is a method of calculating the
amortized cost of a financial asset or a financial liability {or group of financial assets or financial liabilities) and
of allocating the interest income or interest expense over the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash payments or receipts through the expected life of the financial
instrument or, when appropriate, throughout the period to the next repricing date. When calculating the effective
interest rate, the Group estimates cash flows considering all contractual terms of the financial instrument (for
example. prepayment) but does not consider future credit losses. The calculation includes all fees paid or
received between parties in the contract that are an integral part of the effective interest rate, transaction costs,
and all other premiums or discounts.

Fees and commissions are generally recognized on an accrual basis when the service has been provided. Loan
commitment fees for loans that are likely to be drawn down are deferred (together with related direct costs) and
recognized as an adjustment to the effective interest rate of the loan. Commission and fees arising from
negotiating or participating in the negotiation of a transaction for a third party are recognized on completion of
the underlying transaction. Portfolio and other management advisory and service fees are recognized based on the
applicable service contracts. Asset management fees and custody service fees that are continuously provided over
an extended period of time are recognized ratably over the period service is provided.

Fee for bank transfers and other banking transaction services are recorded as income when collected.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.2 Summary of Significant Accounting Policies, Judgments and Estimates (continued)

Income Tax

Tax expense/ (income) is the aggregate amount included in the determination of net profit or loss for the period
in respect of current and deferred taxes.

The Group is subject to income taxes in various jurisdictions. Where there are matters causing the final tax
outcome to be different from the amounts initially recorded, such differences will impact the income tax and
deferred tax provisions in the period in which such determination is made. As of December 31, 2009, the Group
carries TRY 3,375 of income taxes payable (December 31, 2008 - TRY 656), TRY 83,339 of deferred tax asset
(December 31, 2008 - TRY 34,993) and has no deferred tax liability (December 31, 2008 - TRY 223).

Current tax

Current tax assets and liabilities for the current and prior periods are measured at the amount expected to be
recovered from or paid to the tax authorities. The tax rates and tax laws used to compute the amount are those
that are enacted or substantially enacted by the balance sheet date.

Deferred tax

Deferred income tax is provided, using the liability method, on all temporary differences at the balance sheet date
between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred income tax assets are recognized for all deductible temporary differences, carry-forward of unused tax
credits and unused tax losses, to the extent that it is probable that taxable profit will be available against which
the deductible temporary differences, carry-forward of unused tax credits and unused tax losses can be utilized.

The carrying amount of deferred income tax assets is reviewed at each balance sheet date and reduced to the
extent that, in the management’s judgment, it is no longer probable that sufficient taxable profit will be available
to allow all or part of the deferred income tax asset to be utilized. Unrecognized deferred income tax assets are
reassessed at each balance sheet date and are recognized to the extent it has become probable that future taxable
profit will allow the deferred tax asset to be recovered.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the period
when the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or
substantially enacted at the balance sheet date.

Income tax relating to items recognized directly in equity is recognized in equity and not in the income statement,
Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to set off current tax

assets against current tax liabilities, and deferred taxes relate to the same taxable entity and the same taxation
authority.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

22 Summary of Significant Accounting Policies, Judgments and Estimates (continued)

Derivative Financial Instruments and Hedge Accounting
Derivatives Held for Trading

The Group enters into transactions with derivative instruments including forwards, swaps, options and futures in
the foreign exchange and capital markets. Fair values of foreign currency forward and swap transactions are
determined by comparing the period end foreign exchange rates with the contractual forward rates discounted to
the balance sheet date with the current market rates. The resulting gain or loss is reflected in the income
statement.

In the assessment of fair value of interest rate swap instruments, interest amounts to be paid or to be received due
to/from the fixed rate on the derivative contract are discounted to the balance sheet date with the current
applicable fixed rate in the market that is prevailing between the balance sheet date and the interest payment date,
whereas interest amounts to be paid or to be received due to/from the floating rate on the derivative contract are
recalculated with the current applicable market rates that are prevailing between the balance sheet date and the
interest payment date and are discounted to the balance sheet date again with the current applicabie market rates
that are prevailing between the balance sheet date and the interest payment date, The differences between the
fixed rate interest amounts and floating rate interest amounts to be received/paid are recorded in the profit/loss
accounts in the current period.

The fair value of call and put option agreements are measured at the valuation date by using the current premium
values of all option agreements, and the differences between the contractual premiums received/paid and the
current premiums measured at valuation date are recognized in the statement of income,

Futures transactions are valued on a daily basis by the primary market prices and related unrealized gains or
losses are reflected in the income statement.

All derivatives are carried as assets when their fair value is positive and as liabilities when it is negative. As of
December 31, 2009, the carrying amount of derivative financial assets held for trading is TRY 62,106 (December
31,2008 - TRY 85,536) and the carrying amount of derivative financial liabilities held for trading is TRY 57,989
{December 31, 2008 - TRY 176,247).

Derivatives and Hedge Accounting

As of July 1, 2008, the Bank has started to apply fair value hedge accounting for the interest rate risk of a certain
portfolio of its consumer loans with certain cross currency and interest rate swaps designated as hedging
ingtruments,

At the inception of the hedge, the Bank prepared formal documentation of the hedging relationship identifying
the hedged item, the hedging instrument, the hedging strategy, the type of risk covered and the methods used to
assess the effectiveness of the hedging relationship. On inception and on a quarterly basis the effectiveness of the
hedging relationship is assessed consistently with the original documentation.

The fair value changes of the hedged portfolio are included under "remeasurement adjustment on interest-rate
risk hedged portfolios" in the balance sheet and "net gain/loss on financial instruments at fair value through profit
or loss" in the income statement, Additionally, the difference between the fair value and the carrying value of the
hedged portfolio at the inception of hedge accounting is amottized based on the respective maturities and
included in "net gain/loss on financial instruments at fair value through profit or loss" in the income statement
together with the fair value changes of the hedged portfolio and hedging instruments. The actual interest income
and expense on the derivatives used for hedging purposes are recorded as interest income and expense.

As of December 31, 2009, the carrying amount of derivative financial assets used for hedging purposes is TRY
31,330 (December 31, 2008 — TRY 56,424) and the carrying amount of derivative financial liabilities for
hedging purposes is TRY 73,493 (December 31, 2008 — TRY 67,611).
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

22 Summary of Significant Accounting Policies, Judgments and Estimates (continued)

Fiduciary Assets

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

Segment Reporting

A business segment is a group of assets and operations engaged in providing products or services that are subject
to risks and returns that are different from those of other business segments. A geographical segment is engaged
in providing products and services within a particular economtic environment that are subject to risks and return
that are different from those of segments operating in other economic environments,

2.3 Changes in Accounting Policies

In the current year, the Group has adopted all of the new and revised Standards, Amendments and Interpretations
issued by the International Accounting Standards Board (“the IASB™) and the International Financial Reporting
Interpretations Committee (“IFRIC™) of the [ASB that are relevant to its operations and effective for accounting
periods beginning on | January 2009. The adoption of these new and revised Standards and Interpretations has
resulted in changes to the Group’s accounting policies in the following areas:

s [AS I(Revised), “Presentation of Financial Statements”

The revised standard prohibits the presentation of items of income and expenses (referred to as ‘non-owner
changes in equity’) in the statement of changes in equity. Non-owner changes in equity are to be presented
separately from owner changes in equify and are required to be disclosed in a Statement of Comprehensive
Income. Entities have the option of either presenting one statement or two statements. The Group has applied
IAS] (Revised) from | January 2009 and have chosen to present both a statement of income/ (loss) and a
statement of comprehensive income/ (loss). The adoption of IAS 1 (Revised) does not have any impact on the
reported results or financial position of the Group.

o [FRS 7 (Amendments), “Financial Instruments: Disclosures”

Amendments to IFRS 7 which was issued in March 2009 is applicable to the Group beginning on 1 January 2009,
These amendments require enhanced disclosure on fair value measurements as well as on liquidity risks.
Specificaily, the amendments require the Group to disclose changes in valuation techniques for classes of
financial instruments where valuation techniques were used to determine fair values. In addition for each class of
financial instrument, the Group is required to disclose the level in the fair value hierarchy into which the fair
value measurements are categorized. When valuation techniques used to determine fair values of financial
instrument changes, the transfers between levels of the fair value hierarchy are required to be disclosed.
Furthermore, the Group is required to provide a reconciliation of fair values measurements that are determined
based on unobservable inputs. Sensitivity analysis on changes in assumptions related to unobservable inputs
should also be presented if such changes would produce significant fair value changes.

IFRS 7 further clarifies that the current maturity analysis for non-derivative financial instruments should include
issued financial guarantee contracts, and requires the Group to add disclosure of 2 maturity analysis for derivative
financial liabilities.

The Group has implemented the amendments to [FRS 7 in 2009 and has disclosed fair value hierarchy
information in Note 27 to the consolidated financial statements. In the current year, the Group did not make
significant transfers between fair value hierarchy levels. TFurthermore, the Group has included coniractual
maturity analysis in Note 26 to the consolidated financial statements.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.3 Changes in Accounting Policies (continued)
» IFRS 8 “Operating Segments”

[FRS 8 replaces IAS 14 ‘Segment reporting’ and requires segment information to be presented under a
‘management approach’, where segment information is to be shown on the same basis as that used for internal
repotting purposes.

The Group has adopted the provisions of [FRS 8 Operating Segments in 2009. Revised segment disclosure is
presented in Note 3 to the consolidated financial statement. The Group has identified operating segments in a
manner consistent with the internal reporting provided to the chief operating decision makers,

s [FRIC 13 *Customer Loyalty Programmes”

Under [FRIC 13, customer loyalty programs are recognized as a separately identifiable component of the sales
transactions. A portion of the fair value of the consideration received in respect of the initial sale shall be
allocated to the award credits and the consideration allocated to award credits should be recognized as revenue
when awards credits are redeemed.

Standards. amendments and interpretations effective in 2009 but not refevant

The following standards, amendments and interpretations to published standards are mandatory for accounting
periods beginning on or after 1 January 2009 but they are not relevant to the Group’s operations:

e [IFRS 1 “First time adoption of IFRS” and IAS 27 “Consolidated and separate financial
statements’”(Amendment relating to cost of an investment on first-time adoption)

* IFRS 2 “Share-based Payment” (Amendment relating to vesting conditions and cancelations)

e [AS 1 “Presentation of Financial Statemenis” and IAS 32 “Financial Instruments — Presentation”
(Amendments relating to disclosure of puttable instruments and obligations arising on liquidation)

» IAS 39 “Financial Instruments: Recognition and Measurement” (Amendments for embedded derivatives
when reclassifying financial instruments)

e  Amendments resulting from May 2008 Annual Improvements to IFRSs (IAS 1 “Presentation of Financial
Statements”, [AS 16 “Property, Plant and Equipment”, IAS 19 “Employece Benefits”, IAS 20 “Government
Grants and Disclosure of Government Assistance™, IAS 23 “Borrowing Costs”, IAS 27 “Consolidated and
Separate Financial Statements”, IAS 28 “Investment in Associates™, IAS 31 “Interests in Joint Ventures”, [AS 29
“Financial Reporting in Hyperinflationary Economies”, IAS 36 “Impairment of Assets”, IAS 39 “Financial
Instruments: Recognition and Measurement”, IAS 40 “Investment Property”, IAS 41 “Agriculture™)

e [FRIC 15, “Agreements for the Construction of Real Estate”

e [FRIC 16, “Hedges of a Net Investment in a Foreign Operation™
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.3 Changes in Accounting Policies (continued)

Standards, amendments and interpretations to existing standards that are not vet effective and have not been early
adopted by the Group

e IFRS I “First Time Adoption of IFRS” (Amendments relating to oil and gas assets and determining whether
an arrangement contains a lease)

s IFRS 2 “Share-based Payment” (Amendment relating to group cash-settled share-based payment
transactions)

s [IFRS 3 “Business Combinations”, [AS 27 ‘Consolidated and separate financial statements’, 1AS 28
“Investment in Associates”, IAS 31 “Interests in Joint Ventures” (Comprehensive revision on applying the
acquisition method)

e IFRS 9 “Financial Instruments” (First stage of the project to replace IAS 39 “Financial Instruments:
Recognition and Measurement” including provisions related to recognition and derecognition, classification and
measurement of financial instruments)

¢ [AS 39 “Financial instruments: Recognition and Measurement” {Amendments for eligible hedged items)

e IFRIC 17 “Distributions of Non-cash Assets to Owners”

e  Amendments resulting from May 2008 Annual Improvements to IFRSs (IFRS 5 “Non-current Assets Held
for Sale and Discontinued Operations)

* Amendments resulting from April 2009 Annual Improvements to IFRSs (IFRS 2 “Share-based Payment”,
IFRS 5 “Non-current Assets Held for Sale and Discontinued Operations, IFRS 8 “Operating Segments”, IAS |
“Presentation of Financial Statements”, [AS 7 “Statement of Cash Flows”, [AS 17 “Leases”, IAS 36 “Impairment
of Assets, IAS 38 “Intangible Assets”, [AS 39 “Financial Instruments: Recognition and Measurement”

s IFRIC 18 “Transfers of Assets from Customers” is effective for all transfers received on or after | July 2009.

Other than IFRS 9, these changes are not expected to have any significant influence on the financial statements of
the Group.

2.4 Statement of Cash Flows
The cash and cash equivalents balance comprises cash and balances with central banks (excluding obligatory
reserve deposits), deposits with banks and other financial institutions and other money market placements with an

original maturity of three months or less.

Changes in cash and cash equivalents related to operating activities reflect cash flows generated by the Group’s
operations.

Changes in cash and cash equivalents related to investing activities reflect cash flows resulting from acquisitions
and disposals of subsidiaries, as well as acquisitions and disposals of premises and equipment.

Changes in cash and cash equivalents related to financing activities reflect the cash inflows and outflows resulting
from transactions with shareholders and cash flows related to subordinated debt.
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3. SEGMENT INFORMATION
Business segments

The Group has two main business segments which are organized and managed separately according to the nature
of the products and services provided.

Year ended December 31, 2009

Retail Corporate Treasury/
Banking Banking Head Office Eliminations Group

External revenues 406,326 1,423,038 389,993 (8,347} 2,211,010
Revenues from other segments - - - - -
Total revenues 406,326 1,423,038 389,993 (8,347) 2,211,010
Segment result (A) (24,636) 246,929 (13,711) {327 208,235
Unallocated costs (B) - - - - -
Operating profit (A-B) (24,656) 246,929 (13,711) (327 208,235
Dividend Income - - 14,554 (14,554) -
Profit before income tax (24,656) 246,929 843 (14,881) 208,235
Income tax - - (6,034) - (6,034)
Net profit {24.,656) 246,929 (5.191) (14,881} 202,201
Assets and Liabilities

Segment assets 1,917,169 8,369,480 6,143,172 (194,372} 16,235,449
Unallocated assets - - 641,920 - 641,920
Total assets 1,917,169 8,369,480 6,785,092 (194,372) 16,877,369
Segment liabilities 5,690,273 5,467,287 3,377,785 (30,333) 14,504,990
Unallocated liabilities - - 592,411 - 592411
Total linbilities 5,690,273 5,467,287 3,970,196 (30,355) 15,097,401
Other segment information

Capital expenditures

Tangible fixed assets - - . - 19,829
Intangible fixed assets - - - - 9,570
Depreciation - - - - 47,152
Amortization - - - - 6,574
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3. SEGMENT INFORMATION (continued)

Year ended December 31, 2008

Retail Corporate Treasury/
Banking Banking Head Office Eliminations Group

External revenues 277454 1,562,262 700,748 (2,728) 2,537,736
Revenues from other segments - - - - -
Total revenues 277,454 1,562,262 700,748 (2,728) 2,537,736
Segment result (A) {3,592) 452,662 (267,427) 2,835 182,478
Unallocated costs (B) - - - - -
Qperating profit (A-B) (5,592) 452,662 (267.427) 2,835 182,478
Dividend income - - 21,817 (21,817 -
Profit before income tax (5,592) 452,662 (245,610) (18,982) 182,478
Income tax - - 7,672 - 7.672
Net profit (5,592) 452,662 (237.938) (18,982) 190,150
Assets and Liabilities

Segment assets 1,571,624 8,571,679 6,398,188 (212,961) 16,328,530
Unallocated assets - - 578,049 - 578,049
Total assets 1,571,624 8,571,679 6,976,237 (212,961) 16,906,579
Segment liabilities 5,965,511 5,448,885 3,392,743 (490,275) 14,757,864
Unallocated liabilities - - 588,236 - 588,236
Total liabilities 5,965,511 5,448,885 3,980,979 (49,275) 15,346,100
Other segment information

Capital expenditures

Tangible fixed assets - - - - 64,610
Intangible fixed assels - - - - 5,881
Depreciation - - - - 40,639
Amortization - - - - 5,079

Geographical segments

The Group’s geographical segments are based on the location of Group’s assets. The Group’s activities are

conducted predominantly in Turkey and Turkey is the home country of the Bank, which is also the main

operating comparty. The areas of operation include all the primary business segments,

Total assets and total liabilities are based on the country in which the branch or subsidiary is located. Segment
revenue from external customers included in operating income is based on the geographical location of customers
or counterparties. The Group conducts majorify of its business activities with local customers in Turkey.
Accordingly, geographical segment revenue from customers outside of Turkey does not exceed 10% of total

Group revenue,

23



TURK EKONOMI BANKASI ANONIM SIRKETI
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2009

Amounts expressed in thousands of Turkish Lira (TRY) unless otherwise stated.
3. SEGMENT INFORMATION (continued)

Year ended December 31, 2009

European
Turkey Union Total
Other segment information
Segment assets 15,083,475 1,151,974 16,235,449
Unallocated assets 630,642 11,278 641,920
Total assets 15,714,117 1,163,252 16,877,369
Capital expenditures
Tangible fixed assets 19,589 240 19,829
Intangibie fixed assets 8,706 864 9,570
Year ended December 31, 2008
European
Turkey Union Total
Other segment information
Segment assets 14,918,606 1,409,924 16,328,530
Unallocated assets 567,353 10,696 578,049
Total assets 15,485,959 1,420,620 16,906,579
Capital expenditures
Tangible fixed assets 64,504 106 64,610
Intangible fixed assets 9,403 478 9.881

4. CASH, BALANCES WITH CENTRAL BANKS AND DEPOSITS WITH AND LOANS
DUE FROM BANKS AND OTHER FINANCIAL INSTITUTIONS

December 31, December 31,
2009 2008
Cash on hand 327,971 269,065
Balances with central banks 131,043 068,662
Reserve deposits 1,202,022 1,239,344
Cash and balances with central banks 1,661,036 2,477,071
Deposits with and loans due from banks and other financial institutions 1,029,378 1,196,248
Funds lent under reverse repurchase agreements 9,402 216
Interbank placements 694,917 756,686
Other money market placements 704,319 756,902
Less: Loans due from banks (454,553) (405,571}
Less: Time deposits with original maturities of more than three months (19,466) (4,393)
Less: Reserve deposits {1,202,022) (1,239,344)
[ess: Interest accruals 457 (1,067)
Cash and cash equivalents in the statements of cash flows 1,718,235 2,779,846
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4. CASH, BALANCES WITH CENTRAL BANKS AND DEPOSITS WITH AND LOANS
DUE FROM BANKS AND OTHER FINANCIAL INSTITUTIONS (continued)

The effective interest rates on deposits and placements are as follows:

December 31, 2009 December 31, 2008
Effective interest rate Effective interest rate
Turkish Foreign Turkish Foreign
Lira Currency Lira Currency
Balances with central banks 5.17%-10.81% 0.25% 11.43%-12.56% 0.95%-3.25%
Reserve deposits 5.20% - 12.00% 0.15%-1.18%
Deposits with and loans due from banks and other 6.23%-20.81% 0.18%-1.69% 14.50%-23.00% 0.02%4.57%
financial institutions
Funds lent under reverse repurchase agreements 5.70%-15.05% 15.00%-15.15%

Interbank placements 6.55%-14.24% 0.50%-2.00% 15.00%-16.75% 3.00%-4.00%

According to the regulations of the Central Bank of Turkish Republic {the Central Bank), banks are obliged to
deposit a portion of certain liability accounts as specified in the related decree. Such mandatory reserves are not
available for use in the Group’s day-to-day operations. Reserves deposited with the Central Bank of Turkish
Republic amounted to TRY 926,438 {December 31, 2008 - TRY 892,183).

As of December 31, 2009, the reserve deposit requirements applicable in Turkey for Turkish Lira and foreign
currency deposits were 5% and 9% (December 31, 2008: 6% and %9), respectively.

Banks in the Netherlands are required to maintain a certain amount of funds and/or reserves on an account at the

Dutch Central Bank and receive interest on their reserve requirement deposits at rates in line with open-market
facilities. 2% reserve deposit requirement is applicable in Netherlands for all deposits maturing less than 2 years.

5. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS AND
INVESTMENT SECURITIES

Financial assets at fair value through profit and loss:

December 31, 2009 December 31, 2008
Amount Effective interest rate Amount Efiective interest rate
Foreign Foreign
Turkish Lira Currency Turkish Lira Currency
Financial asscts at fair value
through profit and loss
Debt instruments 137,917 15,605
Turkish government bonds and
treasury bills 133,892 4.20%-15.00% 2.85%-7.00% 15,125 6.64%-22 44% 5.05%-9.00%
Eurobonds issued by the Turkish
government 4,025 - 2.12%-6.91% 480 - 6.03%-8.93%
Derivatives held for trading 62,106 85,536
Total 200,023 101,141
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5.  FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS AND
INVESTMENT SECURITIES (continued)

Investment Securities:

December 31, 2009 December 31, 2008
Amount Effective interest rate Amount Effective interest rate
Foreign Foreign
Turkish Lira Currency Turkish Lira Currency
Available- for-sale securities at fair value
Debt instruments
Turkish government bonds 1,605,310 10.15%-16.29% 2.00% 1,012,253  6.64%-20.81% -
Turkish treasury bills 3,012 12.69% - 97,906 16.07%-20.55% -
Eurobonds issued by the Turkish government 65,272 - 5.60%-3.08% 124,628 - 4.63%12.38%
Equity instruments -listed 3,209 - - 1,830 - -
Total available- for-sale securities at fair value 1,676,803 1,236,617
Available-for-sale securities at cost
Equity instruments —unlisted 2,090 - - 39 - -
Total available- for- sale securities 1,678,893 1,236,706
Held-to-maturity securities at amortized cost
Debt instruments
Turkish government bonds 380802 [0.82%-18.46% - 797,771 18.64%-19.06% -
Turkish treasury bills 3,522 5.78% 11.38% 3,745 17.77% -
Eurobonds issued by the Turkish government 17,316 - 4.253%3.25% 17,295 - 423%11.75%
Total held-to-maturity securities 901,640 318,811
Taotal investment securities 2,580,533 2,085,517

Unlisted equity securities classified as available-for-sale securities represent the Group’s equity holdings in the
companies, shares of which are not publicly traded. Consequently they are reflected at cost less reserve for
impairment, if any, as a reliable estimate of their fair values could not be made.

Loaned Securities:

Carrying value of debt instruments given as collateral under repurchase agreements, which are included in the
related portfolio are:

December 31, 2009  December 31, 2008

Financial assets at fair value through profit and loss - -

Available-for-sale securities 526,835 -
Held-to-maturity securities 560,365 206,825
Carrying value of securities given as collateral under repos 1,087,220 206,829
Related liability 1,071,971 201,744

As of December 31, 2009, government securities with carrying values of TRY 352,472 (December 31, 2008 -
TRY 473,660) are pledged to the Central Bank and the IMKB Takas ve Saklama Bankas: Anonim Sirketi
(Istanbul Stock Exchange Clearing and Custody Incorporation) and Vadeli islem Opsiyon Borsasi (Turkish
Derivatives Exchange) for regulatory requiretnents and as a guarantee for stock exchange, money market
operations and derivatives. '
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