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To the Board of Directors of Halk Yatinm Menkul Degerler Anonim Sirketi

Report on the Financial Statements

We have audited the accompanying financial statements of Halk Yatinm Menkul
Degerler Anonim Sirketi (“the Company”) the statement of financial position as
at 31 December 2016, statements of profit or loss and other comprehensive
income, changes in equity and cash flows for the year then ended, and notes,
comprising a summary of significant accounting policies and other explanatory
information.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these
financial statements in accordance with Turkish Accounting Standards, 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.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based
on our audit. We conducted our audit in accordance with standards on auditing
issued by the Capital Markets Board of Turkey ("CMB") and Independent
Standards on Auditing which is a component of the 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.




KPMG

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on our
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,
we consider 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 during our audit is sufficient and
appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements presents fairly, in all material respects, the
financial position of Halk Yatinm Menkul Degerler Anonim Sirketi as at 31 December
2016, and its financial performance and its cash flows for the year then ended in
accordance with Turkish Accounting Standards.

Report on Other Legal and Regulatory Requirements

1) Pursuant to the fourth paragraph of Article 402 of the Turkish Commercial Code
("TCC") n0.6102, no significant matter has come to our attention that causes us to
believe that for the period 1 January - 31 December 2016, the Company’s bookkeeping
activities and financial statements are not in compliance with TCC and provisions of the
Company's articles of association in relation to financial reporting.

2) Pursuant to the fourth paragraph of Article 402 of the TCC; the Board of Directors
provided us the necessary explanations and required documents in connection with the
audit.
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Additional paragraph for convenience translation to English

The accounting principles summarized in note in section 2.1, may differ from the accounting
principles generally accepted in countries in which the accompanying financial statements are to
be distributed and International Financial Reporting Standards (“IFRS"). Accordingly, the
accompanying financial statements are not intended to present the financial position and results
of operations in accordance with accounting principles generally accepted in such countries of
users of the financial statements and IFRS.
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HALK YATIRIM MENKUL PEGERLER ANONIM SIiRKETI

Statement of Financia! Position (Balance Sheet) as at 31 December 2016

{Currency: Amounts are expressed in full Turkish Lira ("TL") uniess otherwise stated)

Notes Audited Audited
31 December 2016 31 December 2015
ASRETS
Current assets
Cash and cash cquivalents 3 457.605.632 67.467.710
Financial investments 4 29.531.553 56.136.120
Trade receivables 5 1.105.955.826 51.549.714
- Trade receivables from relared parties 23 24.037 31424
- Other trade receivables 5 1.105.931.78% 34.518.290
Other receivables & 504,183 1.332.167
Prepaid expenses H 822.694 837.367
Current tax asscts 21 963.198 -
TOTAL CURRENT ASSETS 1.595.443.086 171.323.078
Non-current assets
Financial investments 4 2.836.056 1.242.437
Investments in equity accounted investees 9 5.064.718 3.207.567
Tangible assets (net) if 1.886.364 1.690.312
Intangible assets (net) 12 274210 384.011
Other lgng-term assels 7 §26.810 64.696
TOTAL NON CURRENT ASSETS 10.888.758 £.679.023
TOTAL ASSETS 1,606331.844 178.002.101
LIABILITIES
Current liabilities
Financtal liabilities & 414.759.466 19.926.290
Trade payables b 1.073.121.30¢ 48.326.100
- Trade payables to related parties 23 3.51¢ 1410
- Other trade payables 5 L073.117.782 48.324.990
Other payables § 1.603.17] 999.289
Current tax assets 24 -- 203,857
Deferred tax liabilities 24 1.510.905 1.683.339
Short tenn provisions 3.736.017 3.170.511
-Employee benefits 14 2.413.210 2.132.604
-Provisions 13 1.342.807 1.037.907
TOTAL CURRENT 11ABILITIES 1.494.750.860 74.309.586
Non-current liahilities
Long term provisions 1.073.255 845,118
- Employee benefits 14 1.073.233 845.118
TOTAL NON CURRENT LIABILITIES 1.073.255 845.118
Equity 15
Share capital 82.000.000 82.000.000
Restricted reserves 10.610.120 9.324.969
Accumulated other comprehensive income that are or
may be reclagsified to profit or loss 1.551.413 211.285
Accumuiated other comprehensive income that wifl
never be reclassified to profit or loss {B05.853) {589.042)
Accumulated gains / (losses) 675.741 (1.691.360)
Profit for the year 16.476.308 13.591.545
TOTAL EQUITY 110.507.729 102.847.397
TOTAL EQUITY AND LIABILITIES 1.606.331.844 178.002.101

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



HALK YATIRIM MENKUL DEGERLER ANONIM SIiRKETI
Statement of Profit or Loss and Other Comprehensive Income
For the Year Ended 31 December 2016

{Currency: Amounts arc cxpressed in full Turkish Liva (“TL") unless otherwise stated}

Audited Audited
1 January — 1 January —
Notes 31 December 2016 31 December 2015
PROFIT OR LOSS
Sales revenue 16 294.482.337 434.686.843
Cost of sales 16 (254.477.832) (395.347.153)
GROSS PROFIT 40.004.505 35.339.690
General administrative expenses {7 {27.664.002) (24.755.625)
Marketing expenses 17 {7.595.994) (7.2950.479)
Other operating income {from operating activities) 19 2.876.711 2.584.631
Other operating cxpenscs {from operating activities) 19 {439.689) (969.513)
OPERATING PROFIT 7.181.531 8.908.704
Share of profit/(cxpense) of equity accounted investees 9 1.872.873 1.134.560
OPERATING PROFIT BEFORE FINANCE COSTS 9.054.404 10.043.264
Finance income 20 41.383.575 23.381.932
Finance costs 20 {30.511.593) (17.433.388)
PROFIT BEFGRE TAX 19.926.386 15.991.860
Tax expensc (3.450.078) (2.400.315)
- Current income lax gxpense 21 {3.627.602) (2.975.682)
- Deferred tax incomel{expense) 24 177.524 575.367
PROFIT FOR THE YEAR 16.476.308 13.591.545
OTHER COMPREHENSIVE INCOME
Other comprehensive income: 1.123.317 (477.402)
Items that are or may be reclassified to profit or loss
Change in fair value of available for sale financial assets 1.399.221 (76.147
Tax income/ (expense) related with other
comprehensive income 2! (59.093) --
Foreign currency translation difterences -- (23.10)
1tems that will never be reclassified to profit or loss
Other gains/(losses) (271.014) (472.806)
Deferred tax benefit/charge for items never be reclassified
to profit or loss 21 54203 94.561
TOTAL COMPREHBENSIVE INCOME 17.599.625 13.114.143

The accompanying notes are an integral part of these financial statements.
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HALK YATIRIM MENKUL DEGERLER ANONIM SIRKETI
Statement of Cash Flows For the Year Ended 31 December 2016

(Currency: Amounts are expressed in full Turkish Lira (“TL™) uniess otherwise stated)

Audited Audited
t Jannary — I Janunary —
Notes 31 Beeember 2016 31 December 2015
A, Cash flows from operating activitics 37.542.620 29.964.5383
Profit for the year 16.476,308 13.591.545
Adfustments for:
Depreciation and amortisation 17 830.297 919.696
Adjustments related to provisions 2.432.946 2.504.823
- Adjustments for provision expense for doubtful receivables 5 127.574 184,632
- Adjustments for provision expense for severance pay Hubility 14 242,233 149.520
- Adjusiments for provision for unused vacations 14 208237 169.767
- Adjustimenis for provision for personnel dividend premivm 14 1.5350.000 1.400.000
- Adjustments for other provisions 13 304.900 643.904
Adjustments related to fax expense 3.450.078 2400315
- ddfustments for income 1dx expense 21 3.627.602 2.975.682
- Adjusanents for deferved tax expense/fincome) 2! (177.524) (375,347}
Adjustments related to interest expense/income (24.275.256) (8.738.395)
- Adjustments relaied io interest income 16,20 (42.005.171) (18.714.093)
- Adjustments reluted lo interest expense 20 [7.729.9]5 0.975.698
Investments in equity accounted investees 9 (1.872.873) (1.134.560)
Changes in working capital
Adjustments related to change in trade receivables {1.033.752.381) 271,948,757
Adjustments related to change in trade payables 1.024.795.201 (2067.570.970)
Adjustments related to change in financial investments (short term _
financial agsets) 20.604.567 {3.193.900)
Other adjustments to working capital 4.256.866 (62.186)
Cash flews from operating activities
Interest received 51.300.321 22.168.911
Taxes paid 2! (4.794.657) {1.613.264}
Vacation pay lability payments 14 (77.631) (39,650}
Employee termination benefit payments i4 (281.166) {109.676)
Bonus premium payments i4 (1.550.000) (1.098.863)
B. Cash flows from investing activities: (2.032.581) (1.3171.125)
Adjustments related to change in financial investments (long term
financial assets) {1.116.033) (27.431%
Acquisitions of tangible assets i {(791.487) {949.981)
Acquisitions of intangible assets 12 (125.061) (193.713)
C. Cash flaws from financing activities 366.500.849 (53.560.458)
Financial liabilities 397.012.442 (36.147.072}
Interest paid {30.511.593) (17.433.386)
Net cash flows before effect of change in exchange rates on cash
and cash equivalents (A+B+C) 402.010.888 (14.787.000)
D. Effect of change in exchange rates on cash and cash cquivalents 131968 178.477
Net change in cash and cash equivalents (A+B+C+D) 402.142.853 (24.608.523)
E. Cash and cash equivalents at the beginning of the period 3 58.726.606 83.335.129
Cash and cash equivalents at the end of the period (A+B+C+D+E) 3 460.569.459 58.726.606

The accompanying notes are an integrat part of these financial statements.



HALK YATIRIM MENKUL DEGERLER ANONIM SIRKETI
Nofes to the financial statements
As at and for the Year Ended 31 December 2016

{Currency: Amounts are expressed in (ull Turkish Lira (“TL") unless otherwise stated)

Organisation and operations of the Company

Halk Yatirim Menku! Degerler AS (the “Company”} was established on 2 September 1997, The
purposc of the Company is to perform capital market activities in accordance with its Article of
Association and Capital Markets Law number 2499 as amended by Law number 3794.

According to Capital Market Law’s serial 1H-37.1 numbered “Disclosure of Investment Services
and Operations with Ancillary Services Principles” that was published in official gazetie on 11
July 2013 and come into force on 1 July 2014, company was classified as “Broad Authorized
Intermediary Firm”, published in Capital Market Law’s 15 October 2015 dated 2015/27 numbered

board release and accreditations was cancelled in Turkish Trade Registry Gazette and returned to
board.

The Company operates with 9 branches (31 December 2015: 9). With reference to agency
agreement, all branches of T. Halk Bankast AS are agencies of the Company and there is’
comimnission sharing with these agencies.

Branch addresses of the Company are as follows:

Head Quarter: Halide Edip Adivar Mah, Dariilaceze Cad. No: 20 Sigli / Istanbul

Istanbul Branch: Halide Edip Adivar Mah. Dariilaceze Cad. No: 20 Zemin kat Sisli / stanbul
Ankara Branch: Arjantin Cad. No: 13 Cankaya / Ankara

izmir Branch: Cumhuriyet Bulvari No: 45 Kat: | Pamuk Plaza Konak / [zmir

Géztepe Branch: Bagdat Cad. No: 251/A Pamir Apt. Goztepe/Kadikdy/Istanbul

Antalya Branch: Kircamii Mah. Avni Tolunay Cad. Bal Ismerkezi no:123/A Kat:6 No:38 Antalya
Bursa Branch: Atatiirk Cad. Hiizmen Apt. No: 65 Osmangazi / Bursa

Adana Branch: Atatiirk Cad. Pandora Sok. No: 61/A Seyhan / Adana

Denizli Branch: Kirishane Mah. {zmir Bulvari No: 17 Pamukkale / Denizli

Samsun Branch: 19 Mayis Mah, istiklal Cad, No: 71 Kat: 2 {lkadim / Samsun



HALK YATIRIM MENKUL DEGERLER ANONIM SIRKETI
Notes to the financial statements
As at and for the Year Ended 31 December 2016

{Currency: Amounts are expressed in full Turkislt Lira (“TL") unless otherwise stated}

Organisation and operations of the Company (continued)

The shareholders of the Company and their ownership percentages are as follows:

31 December 2016 31 December 2015

T. Halk Bankas1 AS 99.96% 89,96%
Other 0,04% 0,04%
Total 100,00% 100,00%

As at 31 December 2016, the Company has 155 employees (31 December 2015: 144). The
Company operates wiiht 9 branches (31 December 2015: 9).

Associates

Details of the Company’s associates are presented below:

Foundation and
Company Share (%) gperation place  Main eperation area

Halk Portfoy Yonetimi AS 25 Istanbul  Portfolic management

Halk Portfoy Yénetimi AS is accounted for using the equity method in the attached financial
statements. Operations of Halk Portfdy Yonetimi AS are explained below:

Halk Portftsy Yonetimi AS

Halk Portfoy Yonetimi AS was established on 24 June 2011 by registration to Istanbul Trade
Registry and declaration to Trade Registry Gazette dated 30 June 2011 and numbered 7848.

The principal activity of the Company as specified in the Articles of Association; The
establishiment and management of mutual funds within the framework of CMB and related
legislative provisions.In addition, management of investment trusts, Private Pension Savings and
Investment Channels investment trasts dated 28/03/2001 and number 4632 and the management
of the portfolio of foreign-funded corpanies are also included in the main activity.

The Company may engage in the marketing and distribution of shares of variable capital
ivestment trusts with participation shares to participate in the formation of portfolic management,
investment advisory and investment funds which are founders, in order to meet the requirements
in the capital market legislation and / or obtain authorization certificates.

The Company without being subject to any authorization situated in the CMB notifications and
provided they have a minimum equity size specified in the regulations on the CMB's asset
management comparies, the regulations on the CMB's investment services and activities as
appropriate;

a) Providing consultancy services related to capital markets,

b) Investigation and financial analysis or general advice on transactions related to capital market
instruments,

c) Wealth management and financial planning can also be performed as ancillary services.

The Company has the Certificate of Portfolioc Management and Investment Advisory received
from the CMB.
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HALK YATIRIM MENKUL DEGERLER ANONIM SIRKETI
Notes to the financial statements
As at and for the Year Ended 31 December 2016

{Cutrency: Amounts are expressed in full Turkish Lira (“TL") unless otherwise stated)

Basis of presentation of the financial statements
Basis of presentation
Statement of compliance

The accompanying financial statements are prepared in accordance with the Communigue Serial I1,
No: 14.1, “Basis for Financial Reporting in Capital Markets™ (“the Communiqué™) published in the
Official Gazette numbered 28676 on 13 June 2013,

Companies which report according to CMB regulations, applies Turkish Accounting Standards
(*“TAS™) / Turkish Financial Reporting Standards (“TFRS™) and related promulgations issued by
Public Oversight Accounting and Auditing Standards Authority of Turkey (“POA™).

The financial statements and statement of profit or loss and other comprehensive income as at and
for the year ended 31 December 2016 have been approved by the Board of Directors of the
Company and authorised for issue as at 13 February 2017. General Assembly has the discretion of
making changes in the accompanying financial statements after their issuance.

The preparation of financial statements

The financial statements have been prepared on a historical cost basis except for financial
instruments at fair value through profit and loss, derivative financial instruments and available-for-
sale financial assets. Historical cost is generally based on the fair value of the consideration given
in exchange for assels.

The forecasts and the assumptions which were prepared by the management, accounting policies
of the Company applied on the financial statements as af and for the year ended 31 December 2016
are same with the accounting policies used for preparation of financial statements for the same year
ended on the same date.

The financial statemenis includes ail disclosures and notes that has to include ih accordance with
Turkish Financial Reporting Standards at the end of the vear.

Functional and presentation currency

The accompanying financial statements are presented in the Company’s functional and
presentation currency, which is Turkish Lira (“TL™), in full unless otherwise stated.

Comparative information

The accompanying financial statements are presented comparatively to determine the tendency in
the financial position, performance and cash flows of the Company. If the presentation and
reclassification of the financial statement items change, the prior year financial statements are
reclassified accordingly to conform to the current year’s presentation and the restatement is
explained in the notes.
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HALK YATIRIM MENKUL DEGERLER ANONIM SiRKETi
Notes to the financial statements
As at and for the Year Ended 31 December 2016

{Cirrency: Amounts are expressed in full Turkish Lira (“TL"™) uniess otherwise stated)

Basis of presentation of the financial statements (continued)
Basis of presentation (continued)
Foreign currency transactions

Transactions in foreign currencies have been translated into TL at the exchange rates prevailing at
the date of the transaction. Monetary assets and liabilities denominated in foreign currencies have
been translated into TL at the exchange rates prevailing at the balance sheet date. Exchange gains
or losses arising from such transactions are included in profit or loss.

Foreign currency rate for 31 December 2016 and 31 December 2015 are as follows:

31 December 2016 31 December 2015
US Dollar (“USD™) 3.5192 2.9076
Euro 3.,7099 -
Sterling - 4.3007

Segment reporting

The management of the Company has not identified any segments, that financial performances of
each are followed up separately, and has not presented segment reporting information accordingly.

Changes in accounting policies, estimates and errors

The material changes in accounting policies are applied on a retrospective basis and the comparalive
financial statements have been restated where applicable. There is no any significant change on
accounting policies of the Company for the current year.

Changes in accounting estimates and errors

The preparation of the financial statements in conformity with accounting standards reguires
management to make judgments, estimates and assumptions that affect the application of
accounting policies and the reported amounts of assets, liabilities, income and expenses. Actual
results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an on-going basis. Revisions to accounting
estimates are recognised in the period in which the estimates are revised and in any future periods
affected.

The significant estimates and judgments used by {he Company are included in the following notes:
Note 4 — Financial investments

Note 14 — Provision for employee benefits
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HALK YATIRIM MENKUL DEGERLER ANONIM SIRKETI
Notes to the financial statements
As at and for the Year Ended 31 December 2016

{Currency: Amounts are expressed in fufl Tuskish Lira (“TL™) unless otherwise stated)

Basis of presentation of the financial statements (continued)
Changes in accounting policies, estimates and errors (continued)
Fair value measurement

The Company’s accounting policies and disclosures of financial and non-financial assets and
liabilities measured at fair value requires.

Fair value, according to valuation techniques used is clagsified into the following levels:
Level 1: Registered (unadjusted) prices of identical assets or liabilities inr active markets;

Level 2: Data which can be observed by directly (through prices) or indirectly (derived from prices)
and which excludes the registered prices described in Level 1;

Level 3: Data that is nol based on observable market data related to assets and liabilities (non-
cbservable data).

Classification requires the utilisation of observable market data, if available,

Fair value measurements that use the notes are as follows:

Note 4 — Financial investments

New standards and interpretations not vet adopted as at 31 December 2016
Standards, amendments and interpretfations to existing standards effective in 2016

The Company applied all of the relevant and required standards promulgated by POA and the
interpretations of POA as at 31 December 2016.

New standards and interpretations not yet adopted as at 31 December 2016

The Company implemented all of the admissible and compulsory standards and annotations of
POA as at 31 December 2016. Certain new standards, which are not yet effective as of 31
December 2016, are not applied in preparing the accompanying financial statements. These
standards and annotations are;

TFRS 9 Financial Instruments - Classification and Measurement

As amended in December 2012, the new standard is effective for annual periods beginning on or
after I January 2018, Phase 1 of this new TFRS 9 introduces new requirements for classifying and
measuring financial assets and liabilities. The amendments made to TFRS 9 will mainly affect the
classification and measurement of financial assets and measurement of fair value option (FV(Q)
liabilities and requires that the change in fair value of a FVO financial liability attributable to credit
risk is presented under other comprehensive income. Early adoption is permitted. The Company is
in the process of assessing the impact of the standard on the consolidated financial position or
performance of the Company.
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HALK YATIRIM MENKUL DEGERLER ANONIM SIRKETI
Notes to the financial statements
As at and for the Year Ended 31 December 2016

(Currency: Amounts are expressed in full Turkish Lira (“TL") unless otherwise stated)

Basis of presentation of the financial statements (continued)
Summary of significant accounting policies

Accounting of revenne and expenses

Sales revenue and financial income

-Brekerage services in capital markets: The income oblained from the brokerage services is
recognised in profit or loss at the transaction date. The brokerage services income are recorded
daily to the profit or loss on an accrual basis until there is an estimate of the management occurs
related to the uncertainty of the collection.

-Interest income: Interests received from customers are presented in “Sales revenue” (Note 16),
interests from time deposits are presented in “Finance income™ (Note 20).

-Trading income on securities: Trading income/expenses on securities are recognised in the profit
or loss on the same date of sale/purchase order given.

-Funds lended under reverse vepurchase agreements: The terms of funds lended under repurchase
agreements are short term and are comprised of government bonds and treasury bills obtained with
resale commitments at an agreed term. The difference between purchase and resale price is treated
as interest income and accrued over the life of the réverse repurchase agreement.

Service income

~Conumission income: Commission income is comprised of the commissions received from the
financial services provided and recognised as income when the service is rendered.

Other

The Company recognises the dividend and similar revenues when the right to réceive payment
have been established.

Interest expenses are recognised according to accrual basis in profit or loss.
Other revenue and expenses are recognised on acerual basis.
Tangible assets

Tangible assets acquired before 1 January 2005 are carried at restated cost for the effects of
inflation in TL units current at 31 December 2004 less accumulated depreciation and impainment
losses, and tangible assets acquired after 1 January 2005 are carried at acquisition cost less
accumulated depreciation and impairment losses.

Costs refer to expenditures directly related to acquisition of assets.

Gains/losses arising from the disposal of the tangible assets are calculated as the difference between
the net book value and the net sales price and recognised in the other operating income of the
related period.

Depreciation

Tangible assets are depreciated over the estimated useful lives of the related assets from the date
of acquisition or the date of installation, on a straight-ine basis.

10



20
2.5.
2,52

2.5.3.

2.5.5,

HALK YATIRIM MENKUL DEGERLER ANONIM SiRKETi
Notes to the financial statements
As at and fer the Year Ended 31 December 2016

{Currency: Amoums are expressed in full Turkish Lira (“TL") unless otherwise stated)

Basis of presentation of the financial statements (continued)
Summary of significant accounting policies {continued)
Tangible assets (continued)

The estimated useful lives of tangible assets are as follows:

Estimated nseful

Tangible assets life (Year)
Machinery and equipment 8
Furniture and fixtures 3-15
Leasehold improvements Shorter of 5 years or lease term

Subsequent expenditure

Expenditure incurred to replace a component of an item of tangible assets that is accounted for
separately, including major inspection and overhauls costs, are capitalised. Other subsequent
expenditures are capitalised only whes it increases the fufure economic benefits embodied in the
item of tangible assets. All other expenditures are recognised in profit or loss as an expense as
incusred.

Profit or loss resulting from disposal of tangible assets is determined by comparing the difference
of proceeds from sales and net book value of tangible asset and recognised to the relevant income
or loss ifems.

Intangible assets

Intangible assets are comprised of software. Intangible assets are carried at restated cost for the
effects of inflation in TL units current at 31 December 2004 for the intangible assets acquired
before 1 January 2005, and intangible assets acquired after 1 January 2005 are carried at acquisition
cost less accumulated amortisation and impairment losses. Intangible assets are amortised on a
straight-line hasis over their estimated useful lives for a period not exceeding 10 vears from the
date of acquisition.

Trivestmnents in associates

Associates are those entities in which the Company has significant influence, but not control, over
the financial and operating policies. Investment in associates is accounted for using the equity method
and is recognised initially at cost. The financial statements include the Company’s share of the profit
or joss and other comprehensive income, after adjustments to align the accounting policies with those
of the Company, from the date that significant influence commences until the date that significant
influence ceases. When the Company’s share of losses exceeds its interest in an equity-accounted
investee, the carrying amount of that interest, including any long-term investments, is reduced to
zero, and the recognition of further losses is discontinued except to the extent that the Company has
an obligation or has made payments on behalf of the investee.

Financial instruments

The Company’s financial assets consist of cash and cash equivalents, financial assets at fair value
through profit or loss, available-for-sale financial assets, derivative instruments and trade and other
receivables; and financial liabilities consist of financial liabilities, trade and other payables.

11
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Basis of presentation of the financial statements (continued)
Summary of significant accounting policies (continied)

Financial instruments (continued)

Financial assets

The Company recognises its trade and other receivables on the dale that theéy are originated. All
other financial assets are recognised on the transaction date that is becomes a party for related
financial agreements. The Company derecognises a financial asset when the contractual rights to
the cash flows from the asset expire, or it transfers the rights to receive the contractual cash flows
on the financial asset in a transaction in which substantially all the risks and rewards of ownership
of the financial assets are transferred. Any interest in transferred financial assets that is created or
retained by the Company is recognised as a separate asset and liability.

Except for those financial assets classified as fair value through profit or loss, non-derivative
financial assets are initially measured at fair value including the directly attributable transaction
costs. Subsequent to initial recognition, the financial assels are measured as follows:

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand, cash at banks, demand deposits and reverse
repurchase agreements which have maturities less than three months or from date of acquisition.
Cash and cash equivalents are highly liquid assets which can easily be converted into cash with
maturities less than three months and are not subject to risk of depreciating. Time deposits at banks
are initially measured at fair value and then, subsequently measured at amortised cost using the
effective interest method. The carrying amount of these assets is close to their fair values.

Financial assets at fuir value through profit or loss

A financial asset is classified at fair value through profit or loss if it is classified as held for trading
or is designed as such upon initial recognition. Financial assets are designated at fair value through
profit or loss if the Company manages such investments and makes purchase and sale decisions
based on their fair value in accordance with the Company’s documented risk management or
investment strategy. On initial recognition, attributable transaction costs are recognised in profit or
loss as incurred. Financial assets at fair value through profit or loss are measured at fair value, and
changes therein are recognised in profit or loss. Derivative financial instruments which are not
designed as effective hedging instruments for the financial risks, are also classified as financial
assets at fair value through profit or loss. These financial assets are classified as short term.

Available-for-sale financial assets

Available-for-sale financial assets are the financial assets other than assets held for trading
purposes, financial assets at fair value through profit or loss, held-to-maturity financial assets and
loans and receivables (trade receivables). Available-for-sale financial assets are recognised at the
date of realisation of the purchase commitment of these financial assets. Gains or losses derived
from the difference between the cost and discounted values calculated per effective interest rate
method of the available-for-sale financiat assets are recorded in profit or loss whereas their fair
value and the discounted value calculated per effective interest rate method are recorded in “Fair
value reserve” under shareholders’ equity. When the available-for-sale financial assets are
derecognised, the gain or losses accumulated in equity under fair value reserves are reclassified to
profit or foss.



2.5,
2.5.5.

2.5.6.

HALK YATIRIM MENKUL DEGERLER ANONIM SiRKETI
Notes to the financial statements
As at and for the Year Ended 31 December 2016

{Currency: Amounts are expressed in full Turkish Lira (“TL™) unless otherwise stated)

Basis of presentation of the financial statements (continued)
Summary of significant accounting policies (continued)

Financia instrinnents (continued)

Available-for-sale financial assets (continued)

Quoted equity investments and quoted certain debt securities held by the Company that are traded
in an active market are classified as available-for-sale financial assets and are measured at fair
value. The Company also has investments in unquoted equity investments that are not traded in an
active market but are also classified as available-for-sale financial assets and measured at cost since
their fair value may not be measured reliably.

The fair value of available-for-sale monetary assets denominated in a foreign currency is
determined in that foreign currency and translated at the spot rate at the end of the reporting period.
The foreign exchange gains and losses that are recognised in profit or loss are determined based
on the amortised cost of the monetary asset. Other foreign exchange gains and losses are recognised
in other comprehensive income,

Trade and other receivables

Trade and other receivables are recognised initially at fair value. At the reporting date, subsequent
to initial recognition, trade and other receivables are measured at amortised cost using the effective
interest method. When a trade receivable becomes uncollectible, it is written off against the
allowance account. The amount of the allowance account is the difference between the carrying
amount of the receivables and the collectible amount. Changes in the carrying amount of the
allowance account are recognised in profit or loss. The Company’s management believes that value
of trade and other receivables at statement of financial position is approaching to their fair value,

Financial liabilities

Financial liabilities are initiafly measured at fair value, net of transaction costs, at the transaction
date and then, subsequently measured al amortised cost using the effective interest method.

Derivative financial instruments

At the reporting date, the Company’s derivative financial instruments consist of forward foreign
exchange and currency swap transactions. The Company makes forward foreign currency
purchase-sales and financial instrument backed forward transactions in order to gain economic
benefit. At the reporting date, all derivative transactions are made for trading purposes and
measuted at their fair values and the foreign exchange gain or loss resulting from such derivative
transactions is recognised in profit or loss,

Capital
Common stock

Common stocks are classified as equity capital. Costs directly related with issuance of common
stock and equity securities options are recognised as decrease in equity capital, after deducting tax
effect.

Impairment of assets
Financial assets

A financial asset is impaired if objective evidence indicates that a loss event has occurred after the
initial recognition of the asset, and that the loss event had a negative effect on the estimated future
cash flows of that asset that can be cstimated reliably.
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Basis of presentation of the financial statements (continued)
Summary of significant accounting policies (continued}

Impairment of assets (continued)

Financial instruments (continued)

For financial assets and loans camried at amortised cost, the amount of the impairment is the
difference between the asset’s carrying amount and the present value of estimated future cash
flows, discounted at the original effective interest rate. The Company assesses the impairment on
its financial assets individually.

With the exception of available-for-sale equity instruments, 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 recognised, the previously recognised impairment loss is reversed
through profit or loss to the extent that the carrying amount of the investment at the date the
impairment is reversed, does not exceed what the amortised cost would have been had the
impairment not been recognised.

In respect of available-for-sale equity securities, any increase in fair value subsequent to an
impairment loss is recognised directly in the equity.

Non-financial assets

The carrying amounts of the Company’s non-financial assets are reviewed at each reporting date
to determine whether there is any indication of impairment. If any such indication exists, then the
asset’s recoverable amount is estimated. An impairment loss is recognised if the carrying amount
of an asset or its related cash-generating unit exceeds its estimated recoverable amount. The
recoverable amount of an asset is the greater of its value in use and its fair value less costs to sell.
In assessing vatue in use, the estimated future cash flows are discounted to their present value of
the time value of money and the disposal of asset. mpairment losses are recognised in profit or
loss. An impairment loss is reversed only to the extent that the asset’s carrying amount does not

exceed the carrying amount that would have been determined; if no impairment loss had been
recognised,

Offsetting

Financial assets and liabilitics are offset and the net amount is reported in the statement of financial
position when there is a legally enforceable right to set off the recognised amounts and there is an
intention {o settle on a net basis, or to realise the asset and settle the liability simultaneously.

Borrowing costs
Ali borrowing costs are recognised in profit or loss in the period they incur.
Foreign currency transactions

Transactions in foreign currencies have been translated into TL at the exchange rates prevailing at
the date of the transaction. Monetary assets and liabilities dencminated in foreign curfencies have
been translated info TL at the exchange rates prevailing at the reporting date. Exchange gains or
losses arising from such transactions are included in profit or loss.

Earnings per share

According to TAS 33 — “Earnings per Share”, companies whose shares are not traded at stock
exchange, do not have to declare earnings per share. Since, the shares of the Company are not
traded at stock exchange, earnings per share is not calculated in the accompanying financial
statements.

14
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Basis of presentation of the financial statements (continued)
Summary of significant accounting policies (consfinued}
Subsequent events

Subsequent events represents the events after reporting date comprising any event between the
reporting date and the date of authorisation for the financial statements’ issue to the benefit or loss
of the entity. Conditions of subsequent events are as follows:

- to have new evidences of subsequent events as of reporting date (adjusting events after reporting
date); and

- to have evidences of showing related subsequent events occurred after reporting dale {non
adjusting events after reporting date).

The Company adjusts its financial statements according to the new condition if adjusting
subsequent events arise subsequent to the reporting date. I it is nol necessary to adjust the financial
statements according to subsequent events, these subsequent events must be disclosed in the notes
to the financial statements.

Provisions, contingent labilities and assets

According to “TAS 37 — Turkish Accounting Standards on provisions, contingent liabilities and
assets” a provision is recognised when the Company has a legal or constructive obligation as a
result of a past event and 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. If the specified criteria are not met, the Company discloses the related issues in the
accompanying notes.

Contingent assets are disclosed in the notes and nof recognised unless it is realised.
Leasing transactions

Leases in terms of which the Company assumes substantially all the risks and rewards of ownership
are classified as finance leases. All other leases are classified as operational leasing. Whole leasing
transactions of the Company are operational leasing.

The Company as lessor
There are noet any transactions of the Company as lessor.
The Company as lessee

Operational lease expense is recognised in the profit or loss on a straight-line basis for the whole
lease period in the agreement. Start-up costs for the realisation and optimisation of the operational
lease agreement are added to the cost of the leased asset and amortised through the leased time on
a straight line basis method.

Related parties

For the purpose of the financial statements, the sharcholders, key management personnel and the
Board members, and in each case, together with their families and companies controlled
by/affiliated with them; and associates, investments and joint ventures are considered and referred
to as the related parties. Shareholders and board of directors are also included in the related parties.
Related party transactions are explained as the transfer of the asset and liabilities between
institutions with or without a charge.

15
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Basis of presentation of the financial statements (continued)
Summary of significant accounting policies (continued)
Segment reporting

An operating segment is a component of the Company and its parts that engage in business
aclivities from which it may earn income and incur expenses, including income and expenses that
relate to transactions with any of the Company’s other components. All operating segments’
operating results are reviewed regularly by the management to make decisions about resources to
be allocated to the segment and assess its performance, and for which discrete financial information
is available.

The management of the Company has not identified any segments, that financial performances of
each are followed up separately, and has not presented segment reporting information accordingly.

Income tax

Taxes on income comprise current and deferred taxes. Current taxes on income comprise tax
payable calculated based on the expected taxable income for the year using the tax rates existing
at the reporting date,

Deferred tax is recognised on differences between the carrying amounts of assets and liabilities in
the financia! statements and the corresponding tax bases which is used in the computation of
taxable profit, and is accounted for using the balance sheet liability method. Deferred tax is not
a fransaction that is not a business combination and that affects neither accounting nor taxable
profit or loss, and differences relating to investments in subsidiaries and jointly controlled entities
to the extent that it is probable that they will not reverse in the foreseeable future,

Calculated deferred tax assets and liabilities are offsetted in the financial statements.

If transactions and other occuirences are accounted at profit or loss; current year corporate tax,
deferred tax income/expense which are related to these transactions and other occurrences are also
accounted at profit or loss. If transactions and other occurrences are directly accounted at equity
balances; tax effects which are related to these transactions and other occurrences are also
accounted at equity accounts.
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Basis of presentation of the financial statements (continued)
Summary of significant accounting policies (continued)
Employee bencfits

In accordance with the existing social legislation in Turkey, the Company is required to make lump-
sum payments to employees whose employment is terminated due to retirement or for reasons other
than resignation or misconduet. The computation of the liability is based upon the retirement pay
ceiling announced by the Government. Provision for employee severance benefits has been
accounted for using discounting total provision and reflected to the financial statements.

The Company recognizes employee benefits in accordance with TAS 19 (2011) Employee Benefits
standard.

In the financial statements, the Company has reflected a liability calculated using Projected Unit
Credit Method and based upon factors derived using the Company’s experience of personnel
terminating their services and being eligible to receive benefits, discounted by using the current
market yield at the balance sheet date on government bonds.

Calculated liability is reflected in the financial statements by the Company. Actuarial gains and
losses are recognised in other comprehensive income.

Furthermore, in accordance with the existing social legislation, the Company is required to make
payment agains{ the unused vacation days of the employees. Short term liabilities of the
employee benefits are expensed in profit or loss without discounting,

Tuekish derivatives exchange market (“TDE") transactions

The cash collaterals held in TDE on behalf of customers are classified in the statement of financial
position under trade receivables and cash collaterals given by the Company for the transactions
made in the TDE are classified as other receivables as gross. Gains and losses arising from the
transactions in the current period are recognised in profit or loss from main operations. The net
amount of fair value differences recognised in profit or loss and interest income from the remaining
part of the collateral amounts arising from the open transactions are presented in trade receivables.

Statement of cash flows

The Company presents statement of cash flows as an integral part of other financial statements to
inform the users of financial statements about the changes in its net assets, its financial structure and
its ability o manage the amount and timing of its cash flows under new conditions.

In statermnent of cash flows, cash flows are classified according to operating, investment and
financing activities. Cash flows from operating activities reflect cash flows mainly generated from
main operations of the Company. Cash flows from investment activities express cash used in
investment activities {direct investments and financial investrments) and cash flows generated from
investment activities of the Company. Cash flows relating to financing activities express sources
of financial activities and payment schedules of the Company. Cash and cash equivalents comprise
cash on hand and demand deposits, investment funds, reverse repo receivables and other bank
depaosits which their maturities are three months or less from date of acquisition. Customer assets
directed to an investment and customer assets dominated in a foreign currency that are followed in
the Company’s bank accounts are excluded from the sum of the cash and cash equivalent in the
statement of cash flows.

17
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Cash and cash equivalents

As at 31 December 2016 and 31 December 2015, cash and cash equivalents atre as follows:

31 December 2016

31 December 2015

Cash at banks!! 456.122.020 66.588.319
- Time deposits 436.443.513 54.583.404
~ Demand depaosits 19.678.507 12.004.915
Receivables from reverse repurchase
agreernents 1,543,612 §79.391
Cash and cash equivalents on statement of

financial position 457.665.632 67.467.710
Interest income accruals on cash and cash
equivalents (4.696.173) (204.104)
Customer assets 7.900.000 {8.537.000)
Cash and cash equivalents on statermnent of

cash flows 460.869.459 58.726.606

9 TL 7.900.000 (31 December 2015: TL 8.537.000) of bank accounts are customer assets which are not yet invested

and evajuated with its own deposit accounts of the Company as at 31 December 2016,
As at 31 December 2016, TL 278.527.802 of cash at banks (31 December 2015: TL 44.525.103)
is held on time deposit accounts of T. Halk Bankas1 A$ which is main shareholder of the Company,
TL 11.870.543 of cash at banks is on demand deposit accounts (31 December 2015: TL 9.828.951).

As at 31 December 2016, maturity of receivables from reverse repurchase agreements is 3 day and
interest rate is 7,50%-9.50% (31 December 2015: 4 day maturity, 9,40%-10,15% interest rate).

As at 31 December 2016 and 31 December 2015, the details of time deposits are as follows:

31 December 20kG

3 Degember 2015

[aterest Interesi

rate (%) Maturicy Currency Amonnt rate (%) Maturity  Currency Amuount
T Halk Bankasi AS TE15% I8 January 2017 TL 130.195.206 13,10 21 Ly 2016 TL 0.053.838
T Halk Bankas: AS 10.80% 8 Febiruary 2017 TL  99.021.613 13,30 25 January 2016 TL 10,036,438
T. Halk Bankasi AS 10,80% 2 January 2017 TL  2iL181.058 13,75 [ Tebruary 2016 TiL 10015068
T. Halk Bankasi A% 10.80% 3 January 2017 TL 10.113.025 13.30 26 Ianuary 2416 TL £.032.066
T. Halk Bankasi AS 10,3085 5 Jaruary 2017 TL 10,087.483 13,653 16 February 2016 TL 5437.422
T. Halk Bankas1 AS 5.00% 2 Junuary 2017 TL 7.003.333 10.50 4 January 2018 TL 950.273
Other 11.00% 10 February 2017 TL 1.023.084 - - - -
Othey 11,35% 2 January 2017 TL 10,112,619 13,30 20 Janvary 2016 TL 11058301
Other 12.00% 6 February 2017 TL 10,027 983 - - - -
Other 10.70% 4 January 2017 TL 10.124.116 -
Otler 11.25% 9 January 2017 TL 3.020.221 - -
Other 11.50% 26 January 2017 L 2u3s52927 -
Other 11,50% 16 January 2017 TI.  25.119.578 -
Other 11.55% 16 January 2017 TL  44.053.653 - —
Other 11.40% 16 January 2017 TL 20065176 -
Ohhey 11,85% 9 lanvary 2017 TL 3.007.676 -
Other 11,90% & February 2017 TL 10.027.762 - -
Totsl 436.443.513 54.583.404

As at 31 December 2016 and 31 December 2015, there is no blockage on cash and cash equivalents

of the Company.
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Financial investments

Short term financial assets

As at 31 December 2016 and 31 December 2015, short term financial investments are as follows:

Financia] assets at fair value throuch profit or loss

e L.

31 December 2016

31 December 2015

Nominal Carrying Nominal Carrying

valne value value value

Government bonds 2.265.597 3.310.483 26.318.789  27.954.054
Equity securities 6.668.881  19.028.240 4.677.153  18.744.112
Private sector bonds 7.395.537 7.192.830 3.400.210 3.437.954
Total 29.531.553 50,136,120

As at 31 December 2016, government bonds with nominal value TL 700,000 (31 December 2015:
T 300.000 and TL 650.000) and carrying value of TL 720,482 (31 December 2015; TL 311.208
and TIL 674.284) is pledged as collateral at Turkish Derivatives Exchange and nominal value TL
1.760.000 (31 December 2015: TL 200.000) and the carrying value TL 1.811,498 (31 December
2015: TL 207.472) worth of government bonds are hold as deposit payments in care of BiST.

Long term financial assets

As at 31 December 2016 and 31 December 2015, long term financial assets are as follows:

Availabie for sale financial assets

31 December 2016 31 December 2015

Carrying Ownership Carrying Ownership

Share investments value rate (%) value rate (%)

Borsa Istanbul ASY 1.341.572 0,038 159.711 0,038

Halk Faktoring AS 1.215.297 1,240 785.434 1,240

Halk Gayrimenkul Yatirun Ortaklifn AS 271.283 0,038 288.788 0,038

Ziraat Portf8y Yonetimi AS @ 8.500 0,100 8.500 0,100

Halk Finansal Kiralama AS§ & 4 - 4 -
Total 2.836.650 1.242.437

" Related stocks are evaluated by the price per share as it is determined in the 2016/35 meeting
of BIST dated 29 December 2016. Valuation impact is recognised in revaluation under equity.

]

Recognised in the financial statements with cost value,

¥ Recognised in the financial statements with cost value.
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Trade receivables and payables
Trade receivables
As at 31 December 2016 and 31 December 2013, trade receivables of the Company are as follows:

31 December 2016 31 December 2015

Customer receivables from Stock Exchange

Money Market 1.032.372.600 39.000
Receivables from loan customerst 37.754.195 31.448.710
Collaterals given to TDE® 12.735.024 8.287.624
Leveraged trading collaterals ¥ 11.210.428 3.958.536
Collaterals given for borrowed securities 3.807.000 --
Company receivables from Stock Exchange

Money Market 7.612.000 7.000.000
Doubtful trade receivables 329.953 216.813
Receivables {fom customers 441,142 784.420
Receivables from related parties (Note 23) 24.037 31.424
Provision for doubtful trade receivables (329.953) (216.813)
Total 1.105.955.826 51.549.714

" As at 31 December 2016, average interest rate of the loans which were used by customers, are
15,24% (31 December 2015: 17,03%).

@ Receivables related with sales transactions made at Stock Exchange Money Market
(“SEMM?”) on behalf of customers by the Company.

B} Present value of USD colleaterals given to Settlement and Custedy Bank (“Takasbank™) for
leveraged trading transactions by the Company on behalf of customers.

As at 31 December 2016 and 31 December 2015, movement of doubtful receivables are as follows:

1 January ~ 1 Jaguary —
31 December 2016 31 December 2015

Balance at the beginning of the vear 216.813 35.181

Allowance provided during the year 127.574 181.632

Collections during the year (14.434) --

Balance at the end of the year 329.953 216.813
Trade payables

As at 31 December 2016 and 31 December 2015, trade payables are as follows:
31 December 2016 31 December 2015

Payables to Stock Exchange Money Market 1.032.372.000 39.000
TDE coliaterals 12.345.065 8.287.623
Payables to customers 11.862.421 8.905.078
Leveraged trading collaterals 11.210.428 3.904.035
Guarantees received for lended securities 3.807.000 -
Funds provided under repurchase agreements 803.768 26.577.888
Payables to suppliers 717.100 611.366
Payables to related parties (Note 23} 3.51% 1.110
Total 1.073.121.361 48.326.100
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Financial liabilities

As at 31 December 2016 and 31 December 2015, financial liabilities of the Company are as
lollows:

31 December 2016 31 December 2015

Issued Commercial Paper 272.942.997 --
Payables to Stock Exchange Money Market 141.816.469 19.926.290
Total 414.759.466 19.926.290

As at 31 December 20186, letter of guarantees amounting to TL 185.000.000 are given as collateral
for debts to Stock Exchange Money Market {31 December 2015: TL 65.000.000).

As 31 December 2016 and 31 December 2015, the Company’s financial liabilities are as follows:

31 December 2016 31 December 2015

Loans from

Takasbank Money  Interest Interest

Market rate (%) Maturity Amount rate (%)  Maturity Amount
SEMM 11,00% 2 January 2017  25.114.629 14,30 04.01.2016 19.926.290
SEMM [1,00% 2 January 2017 20,097.449 - n -
SEMM 10,55% 2 January 2017 20.060.344 - . -
SEMM 9,10% 2 January 2017 20.009.547 - - -
SEMM 10,90% 2 January 2017 19.048.532 -- -- --
SEMM 8,95% 9 lJanuary 2017  17.509.138 - - -
SEMM 10,50% 9 January 2017  10.107.255 - - --
SEMM 11,00% 9 January 2017 6.009.006 - - --
SEMM 9,50% 16 January 2017 2.501.244 - - --
SEMM 10,70% 16 January 2017 803.365 -- - -
SEMM 10,80% 26 January 2017 251.197 - - -
SEMM 11,06% 6 Febroary 2017 201.320 - - -
SEMM 10,76% 6 February 2017 100.643 -- - -
Total 141.816.469 19.926.290

As of December 31, 2016, the company’s issued bond, bill and coupon information is as folows;

?

Sccurities Tssued 31 December 2016

ISIN Date of Issue Maturity  Interest rate (%) Nominal Amount
TRFHALK11715 4 November 2016 18 Januvary 2017 10,00% 130,650,000 129.973.658
TRFHALK21714 {6 November 2016 8 Febimary 2017 10,00% 100.000.00¢  98.931.223
TRFHALK31713 13 December 2016 16 March 2017 10,70%  45.000.000  44.038.116
Total 272.942.997
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Other long-term assets

The Company designed a project with Borsa Istanbul to supply the software needs which coniprises
transactions of integrated order arrangement system, back-office and development of accounting and
reporting systems with current technology and presented it to Technopark Arbitration Board. After
confirmation of the project lend was leased and the operation was started in November 2015, The
duration of the project is 24 months.

The expenses in this context, are capitalized in other long term assets.

1 January — i January —

31 December 2016 31 December 2015

Balance at the beginning of the period 64.696 -
Increase during the period 762.114 64.696
Balance at the end of the year 826.810 64.696

Expenditures in this scope recognized as expense in other non-current assets.

Other receivables and payables
Other receivables

As at 31 December 2016 and 31 December 2015, other receivables are as follows:

31 December 2016 31 December 2015

TDE collaterals ¥ 340.969 415.053
Receivabled from leveraged transactions 117374 886.042
Rent deposits 24.213 16.713
Receivables from personnel 21.627 14.359
Total 504.183 1.332.167

M Consists of cash collaterals on behalf of the Company which are given to Settlement and
Custody Bank.

Other payables
As at 31 December 2016 and 31 December 2015, other payables are as follows:

31 December 2016 31 December 2015

Taxes and dues payable 1.603.171 999.289

Total 1.603.171 495,289
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Investments in equity accounted investees
Share (%)

Associations 31 December 2016

31 December 2615

Main opcrational
aren

Halk Portfoy" 25,00

25,00

Portfolic management

31 December 2016

31 December 2015

Total assets 21.596.301 14.245.092
Total liabilities (1.337.428) (1.054.825)
Net assets 2{.258.873 13.190.267
Company’s share in equity accounted investees 5.064.718 3.297.567
Investments in equity accounted investees 5.004.718 3.297.567

31 December 2016

31 December 2015

Total income
Net profit / (loss) for the period
Other comprehensive income

Share of profit/(loss) for the year of equity
accounted investecs

Share of profit or loss and other
comprehensive income of equity accounted
investees

14.368.993
7.491.493
(12.625)

1.872.873

1.869.717

10.181.389
4.538.240
(10.069)

1.134.360

1.132.043

‘) Halk Portfoy Yonetimi AS was established on 24 June 2011 by registration to Istanbul Trade
Registry and declaration to Trade Registry Gazette dated 30 June 2011 and numbered 7848. The
Company paid TL 2.750.000 in cash for the 25% share of Halk PortfSy Yonetimi AS. Halk Portfssy
Yonetimi A$’s share capital is comprised of 11.000.000 shares each having a nominal value of TL 1.
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Prepaid expenses

As at 31 December 2016 and 31 December 2015, other cutrent assets are as follows:

31 December 2016 31 December 2015

Prepaid expenses 416.009 353.626
Prepaid rent 406.685 483.741
Total 822.694 837.367

Tangible assets

For the years ended 31 December 2016 and 31 December 2015, movement of the fangible assels
are as follows:

Machinery
and Furniture Leasehold

equipment  and fixtures improvements Total
Cost
Opening balance, 1 January 2015 901.200 2.362.275 1.987.244 5.250.719
Additions 344 801 128.398 476.582 049081
Disposals (87.607) {683.113) -- (770.720)
Ending balance, 31 December 2015 1.158.394 1.807.760 2.463.826 5.429.980
Opening batance, 1 January 2016 [.158.394 1.807.760 2.463.827 3429980
Additions 647.061 70.288 74.138 791.487
Disposals - -- - -
Ending balance, 31 December 2016 1.805.455 1.878.048 2.537.965 6.221.467
Accuniulated depreciation
Opening balance, | January 2013 459.858 1.887.361 1.388.109 3.735.328
Current vear charge 146.825 227.582 276.655 654.062
Disposals (27.6303 (622.092) -- (649.722)
Ending balance, 31 December 2015 582.053 1.492.851 1,664.764 3.739.668
Opening balance, 1 January 2016 582.053 1.492.851 1.664.764 3.739.668
Current year charge 253.807 108.666 232.962 595435
Disposals - - -- -
Ending balance, 31 December 2016 835.860 1.601.517 1.897.726 4.335.103
Net book value
1 January 2015 441.342 474914 599,135 1.515.391
I Januvary 2016 576.341 314.909 799.063 1.690.312
31 December 2016 969.595 276.531 640.239 1.886.364

As at 31 December 2016, total insurance on tangible assets are amounting to TL 5.000.027 (31
December 2015: 5.000.027).
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12 Intangible assets

For the years ended 31 December 2016 and 31 December 2015, movement of the intangible assets

are as folows:

Software
Cost
Opening balance, 1 Janvary 2015 1.931.498
Additions 193.713
Ending balance, 31 December 2015 2.125.211
Opening balance, 1 Tanuary 2016 2.125.211
Additions 125.061
Ending balance, 31 December 2016 2.250.272
Accumulated amortisation
Opening balance, 1 January 2015 1.475.566
Current year charge 265.634
Ending balance, 31 December 2015 1.741.200
Opening balance, 1 January 2016 1.741.200
Current year charge 234.862
Ending balance, 31 December 2016 1.976.062
Net book value
1 January 2015 455.932
1 January 2016 384,011
31 December 2016 274.210

13 Provisions, contingent assets and liabilities

Provisions

As at 31 December 2016 and 31 December 2015, short-term provisions are as follows:

31 December 2016

31 December 2015

Lawsuit provisions 1.156.239 911.867
Agency expense participation accruals 54.726 38.174
Central Registry Agency (“CRA”) Settlement

and Custody Bank commission accruals 39.804 5437
Expenses payables 20.837 12.407
Account maintenance fee expense provisions 16.933 16.210
Telephone expense accruals 6.751 --
Share-bond market participation accruals -- 41.671
Other expense accruals 47.517 12.141
Total 1.342.8G7 1.037.907
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Provisions, contingent assets and liabilities (continued)
Off balance sheet liabilities

As at 31 December 2016 and 31 December 20135, off balance sheet commitments and contingencies
are as follows:

Letter of guarantees given

31 December 2016 31 December 2015

Stock Exchange Money Market Transaction

Collaterals (Settlement and Custody Bank) 185.00G.000 65.000.000
Istanbu! Stock Exchange (ISE) 63.286.000 98.120.000
Capital Blockage (Settlement and Custody

Bank) - 1.750.000
CMB 1.776 1.776
Other 234,600 148.900
Total 248.522.376 165.020.676

As at 31 December 2016, the Company has guarantees given amounting to USD 50.000 in ISE to
make operations in foreign marketable securities market and given amounting to Euro 5.000.000
in ABN AMRO Clearing Bank N.V. to make prime brokerage operations (31 December 2015:
Euro 10.000 and USD 50.0600).

Other off balance sheet Liabilities

31 December 2016 31 December 2015

Items held in custody (nominal)

Equity securities 014.495.281.974 808.180.886.384
Warrants 2.678.382.000 3.591.646.000
Other marketable securities 281.276.553 170.059.500
TDE agreements 17.887 6.944

Asat 31 December 2016, TDE transaction collaterals amounting to TL 12,345,065 are kept at BIST
Settlement and Custody Bank Inc on behalf of customers (31 December 2015: TL 8.287.624),

As at 31 December 2016 and 31 December 2015, open position transactions made on behalf of the
customers in TDE market are as follows:

31 December 2016 31 December 2015

Open position transactions amount 68.531.726 28.633.815
Lawsuits

As at 31 DPecember 2016, total risk of lawsuits sued against the Company are amounting to
approximately TL 1.156.239 (31 December 2015: TL 911.867) and TL 1.156.239 of provision is
provided for these lawsuits on the financial statements (31 December 2015: TL 911.867).

1 January - 1 January —

31 December 2016 31 December 2015

Balance at the beginning of the period 911.867 210.666
Increase during the period 244,372 701.201
Balance at the ead of the year 1.156.239 911.867
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Employee benefits

As at 31 December 2016 and 31 December 2015, the details of provisions related to employee
benefits are below:

31 December 2016 31 Pecember 2015

Short term 2,413,210 2,132,604
- Provision for unused vacation 863.210 732.604
- Personnel dividend bonus provision 1.550.000 1.400.000

Long term 1.073.255 845.118
- Employee severance pay liability 1.073.255 845.118

Unused vacation payv liability

Unused vacation pay liability is calculated according to earned but not used vacation days of
employees without discounting. As at 31 December 2016 and 31 December 2015, movements in
the provision for vacalion pay liability during the year were as follows:

1 January — 1 January -
31 December 2016 31 December 2015

Balance at the beginning of the year 732.604 602.487
Increase during the year 208.237 169.767
Paid during the year (77.631) (39.650)
Balance at the end of the year 863.210 732.604

Personnel dividend bonus provision

TL 1.550.000 of personnel dividend bonus provision is calculated according to the Company’s
estimate for the distribution of dividend for the year 2016 (31 December 2015: TL 1.400.000). In
accordance with TAS 19, the Company recognises the related amount as an expense in the current
period.

Emplovee severance pav Hability

Reserve for employee severance pay liability is calculated according to the net present value of the
future probable obligation due to retirement of personnel and stated in the accompanying financial
statements.

As at 31 December 2016 and 31 December 2015, movements in the employee severance pay
liability during the year are as follows:

1 January — 1 January —
31 December 2016 31 December 2015

Balance at the beginning of the year 845.118 335.585
Interest cost 01.949 25.803
Service cost 1306.286 123.717
Payments during the year (281.166) (109.676)
Actuarial difference 267.068 469.689
Balance at the end of the year 1.673.255 845.118
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Equity
Share capital
31 December 2016 31 December 2015
Share (%) Share  Share (%) Share  Share (%) Share
T. Halk Bankas:1 AS (A Group) 45,00 36.900.000 45,00  36.900,000 4500  356.900.000
T. Hatk Bankast AS (B Group) 5496 45.067.200 54,96 45.067.200 5496 45067200
Other (B Group) 0,04 32.800 0,04 32.800 0,04 32,300
Total 100,00 82,000,600 100,00  82.000.000 100,06  82.000.000

As per the resolution of General Assembly held on 21 April 2016 it is decided that the amount of
TL 561.222, 5% of net profit of the year 2015, is separated as primary reserve, the amount of TL
4.100.000, 5% of paid-in capital, is separated as primary dividend, the amount of TL 5.839.293 is
separated as 2™ dividend, the maximum amount of TL 1.400.000 is paid to employees so as to
cover it from 2015 employee dividend provision, the amount of TL 723.929 is separated as 2™
reserve,total of TL 9.939.293 is primary dividend and 2™ dividend decided to pay as of 22 April
2016 in cash,

Restricted reserves

Legal reserves

The legal reserves consist of first and second reserves, appropriated in accordance with the Turkish
Commercial Code (“TCC”). The TCC stipulates that the first legal reserve is appropriated out of
statutory profits at the rate of 5%, until the total reserve reaches 20% of the Company’s paid-in
share capital. The second legal reserve is appropriated at the rate of 10% of all cash distributions
in excess of 5% of the paid-in share capital, Under the TCC, the legal reserves can only be used to
offset losses and are not available for any other usage unless they exceed 50% of paid-in share
capital.

As at 31 December 2016, restricted reserves (legal reserves) of the Comparny are amounting to TL
10.610.120 (31 December 2015: TL 9.324.969).

Fair value reserves

Fair value reserve is comprised of the net change in the fair value of available for sale marketable
securities until they are disposed or impaired.

Other gains/losses

As a result of the amendments to TAS 19 (2011), all actuarial gains and losses are recognised in
other gains/losses under other comprehensive income for the periods after 31 December 2012.

Retained earnings

As at 31 December 2016, retained eamings of the Company are amounting to TL 675.741 (31
December 2015: TL 1.691.360).
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Sales revenue and cost of sales

For the years ended 31 December 2016 and 31 December 2015, sales revenue and cost of sales are

as follows;
1 January - 1 January —
31 December 2G16 31 December 2015
Sules revenue
Government bond sales 206.061.834 307.107.819
Treasury bills sales 7.443.953 30.586.623
Private sector bond sales 10.580.319% 21.106.905
Comumercial bond sales 4.772.563 20.427.232
Equity security sales 18.260.609 9.881.080
Sukuk rent certificates 4.757.334 7.070.435
Eurobond sales 3.173,145 --
255.049.757 396.180.114
Service income
Brokerage conmunission income 18.571.833 17.901.479
Public offering intermediary income 7.188.508 7.379.407
Interest income from loans and
receivables 5.007.219 3.954.479
Leveraged trading income 4.436.858 2.971.623
Fixed retumed marketable securities
(“TRMC"} and SEMM conunission
income 2.415.123 4.054.737
TDE commission income 1.367.786 1.745.310
Default inierest income 358.973 333.872
Consulting and reporting services
income 210.000 148.424
Funds management commission income 57.005 265.430
Total service income 39.613.305 38.754.761
Discounts from service income
Customer conunission returns {180.726) (248.032)
Total discounts from service income (180.726) (248.032)
Total sales revenue 294.482.337 434.686.843
Cost of sales
Government bond sales (205.392.592) (306.466.163)
Equity security sales (18.401.445) {9.802.733)
Private sector bond sales (10.574.021) (21.047.224)
Treasury bills sales (7.440.358) (30.571.901)
Sukuk rent certificates (4.757.334) (7.031.880)
Commercial bond sales (4.746.967) (20.427.252)
Eurobond sales (3.165.074) -
Taotal cost of sales (254.477.831) (395.347.153)
Gross profit 40.004.505 39.339.690
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Marketing expenses and general administrative expenses

For the years encled 31 December 2016 and 31 December 2015, general administrative expenses
are as follows:

1 January — 1 January —
31 December 2016 31 December 2015

General administrative expenses

Personnel expenises 17.973.982 16.203.416
-Salaries 13.066.020 12,079.726
-Personnel insurance expenses 2.620.599 2.538.636
-Personnel service expenses 777.966 621.589
-Personnel food expenses 560.503 546,702
-Other personnel expenses 948.894 3016.763
Rent expenses 1.386.393 1.236.489
Taxes and dues 1.378.712 985.729
Outsourced benefits and services 1.150.438 926.037
Data monitor expenses 1.073.617 967.893
Depreciation and amortisation expenses 830.297 919.696
Electricity, water and telephone expenses 706.838 498.269
Vehicle expenses 607.332 637.628
T. Halk Bankas: AS common expenses

participation provision expenses 575.302 535.923
Maintenance and repair expenses 413.259 260.257
Comorate finance expenses 237.566 211.799
Audit and advisory expenses 85.801 148.423
Representation expenses 81.89%4 234,328
Other 1.162.571 903.629
Total 27.664.002 24.755.625

For the years ended 31 December 2016 and 31 December 2015, marketing expenses ate as follows:

1 January — I January —
31 December 2016 31 December 2015

Marketing expenses

Share of stock exchange expenses 3.510.630 4.199.265
Data monitor expenses 1.582.800 1.504.969
Data server expenses 585.856 529.362
Commission and service expenses 449254 378.161
Advertising, notice and subscription expenses 770.448 254.959
Stock exchange and association subscriptions 301.284 252.864
Stock exchange access expenses 190.031 117412
Sponsorship expenses 06.629 32500
Internet and website expenses 37.500 20.636
Public offering commissions expenses 32.164 --
Other 39.398 350
Total 7.595.994 7.290.479
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Expenses by function

The Company classifies the expenses on function basis in the accompanying financial statements.
Depreciation and amortisation expenses for the year ended 31 December 2016 are TL 830.297 (31
December 2015: TL 919.696). Employee severance pay liability expense for the year ended 31
December 2016 is amounting to TL 242.235. Vacation pay liability expense for the year ended 31
December 2016 is amounting TL 208.237 (31 December 2015: TL 149.520 of employee severance

pay liability expense, TL 169.767 of vacation pay liabifity éxpense).

Other operating income / expenses

For the years ended 31 December 2016 and 31 December 2015, other operating income and

expenses are as follows:

1 January —

Other operating income 31 December 2016

1 January -
31 December 2015

Other income and profits ¢ 249.608 1.892.808
Other service income ¥ 452.653 430.232
Other extraordinary income and profits®™ 2.174.450 261.591
Total e 28T6TH 2.584.631
" Comprises dividend income on corporate porilolio,
= Compriscs other income received from customers, reflected postage fees and taxes.
) The amount of TL 2.163.363 is received as grant from treasury.
I January — 1 January —

Otlier operating expenses 31 December 2016

31 December 2015

Lawsuit provisions 244372 701.201
Other expenses and losses 195.317 268.312
Total 439.689 969.513
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Finance income / costs

For the years ended 31 December 2016 and 31 December 2015, finance income and costs are as
follows:

1 January - 1 January —
Finance income 31 December 2016 31 December 2015
Interest income on time deposits 25.407.833 3.064.011
Interest income on reverse repurchase
agreements 10.280.364 11.530.187
Foreign exchange gains 3.533.257 1.834.127
Accrual income on government bonds/
treasury bills 736.129 1.604.961
Value increase of equity investments 594.162 489.362
Interest income on (“SEMM™)} and (“TDE™) 516.772 2.406.193
Derivative income 32.967 2.092.42%
Other 272.091 360.712
Total 41.383.575 23.381.982

i January - 1 January —

Finance costs

31 December 2016

31 December 2015

Interest expense on borrowings 9.380.088 2.548.017
Interest expense on commercial paper 9.159.681 --
Interest expense on repurchase agreements 8.349.793 0.909.019
Foreign exchange losses 2.350.891 1.545.789
Letter of guarantee commissions 650.670 437.444
Rediscount income on stocks and fixed

income securities 616.339 2.903.389
Accrual expense on government bonds/

treasury bills = 66.679
Other 4731 23.049
Total 30.511.593 17.433.386
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Taxation

As at 31 December 2016 and 31 December 2015, the corporate tax rate is 20%. This rate is applied
to accounting income modified for certain exemptions (like dividend income) and deductions (like
investment incentives), and additions for certain non-tax deductible expenses and atlowances for
tax purposes. If there is no dividend distribution planned, no further tax charges are made.

Transfer pricing provisions have been stated under the Article 13 of Corporate Tax Law munibered
5520, published at Official Gazette dated 21 June 2006 and with number 26205. These new
regulations have come into force as of 1 January 2007. New arrangements for transfer pricing are
in Iine with guidelines of OECD about transfer pricing.

The article 13 of Corporate Tax Law and announcements related with this article makes clear how
to apply arm’s length principle between related parties.

If a taxpayer enters into fransactions regarding sale or purchase of goods and services with related
parties, where the prices are not set in accordance with arm's length principle, then related profits
are considered to be distributed in a disguised manner througl transfer pricing. Purchase, sale,
manufacturing and construction transactions, leasing and renting transactions, borrowing and
lending money, premium, fees and similar payment transactions are always accepted as good or
service purchase or sale.

Companies are obliged fo fill out transfer pricing form attached to yearly corporate tax return, This
form should include amounts of al transactions made with related parties and methods of transfer
pricing used for these transactions.

According to “the General Commuuiqué on Disguised Profit Distribution via Transfer Pricing”
numbered 1, dated 18 November 2007 and published on Official Gazette, taxpayers registered in
“Large Taxpayers Office” have to prepare Transfer Pricing Report for domestic or foreign
transactions made with related parties in an accounting peried. Other corporate taxpayers have to
prepare Transfer Pricing Report for foreign transactions made with related parties in an accounting
period.

As per the decision no. 2006/10731 of the Council of Ministers published in the Official Gazette
no. 26237 dated 23 July 2006, certain duty rates included in the articles no. 15 and 30 of the new
Corporate Tax Law 1n0.5520 are revised. Accordingly, the withholding tax rate on the dividend
payments other than the ones paid to the non-resident institutions generating income in Turkey
through their operations or permanent representatives and the resident institutions, increased to
15% from 10%. In applying the withholding tax rates on dividend payments to the non-resident
institutions and the individuals, the withholding tax rates covered in the related Double Tax Treaty
Agreements are taken into account.

In Turkey, there is no procedure for a final and definite agreement on tax assessments. Companies
file theirtax returns with their tax offices in the fourth month following the accounting closing date
of the related year. Tax returns are open for five years from the beginning of the vear that follows
the date of filing during which time 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.

In accordance with the tax legislation, tax losses can be carried forward up to five years.
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Taxation (continued)

A reconciliation of income tax expense applicable to profit from operating activities before income
tax at the statulory income tax rate to income tax expense at the Company’s effective income tax
rale for the years ended 31 December 2016 and 31 December 2015, are as follows:

1 January — 1 January —
31 December 2016 31 December 2015
Profit before income tax 19.926.386 15.991.860
Corporate tax computed with statutory tax rate
(20%) 3.985.277 3.198.372
Disallowable expenses 299.141 47.771
Tax exempt income (834.340) (845.828)
Tax expense 3.450.078 2.400.315

For the year ended 31 December 2016, effective tax rate is 18% (31 December 2015: 15%).

For the years ended 31 December 2016 and 31 December 20185, details of the tax expenses are as
follows:

1 January - 1 January -

31 December 2016 31 December 2015

Current income tax expense 3.627.602 2.975.682
Deferred tax income (177.524) (575.367)
Tax expense 3.450.078 2.400.315

As at 31 December 2016 and 31 December 2015, the corporation tax payable after deduction of
prepaid taxes is presented as in the “current iricome tax liabilities™ account or “current tax assets”
account.

31 December 2016 31 December 2015

Transfer from previous year (203.857) 1.158.561
Current income tax expense (3.627.602) (2.975.682)
Prepaid taxes 4.794.657 1.613.264
Current tax assets 963.198 {203.857)
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Taxation (continued}

Deferred tax

As at 31 December 2016 and 31 December 2015, assets and liabilities bearing deferred tax assets

and liabilities are as foliows:

31 December 2016 31 December 2015
Deferred tax assets
Lawsuil provision 231.248 182.373
Reserve for severance pay liability 214.651 169.024
Unused vacation pay liability 172.642 146.521
Allowance for doubtful receivables 40.423 43.363
Other 4.306 32.063
Total deferred tax assets 663.270 573.344
Deferred tax liabilities
Financial investments {2.086.491) (2.174.158)
Effect of the depreciation and amortisation
method ditference between tax regulations and
financial reporting on tangible and intangible
assets (87.684) (82.725)
Total deferred tax liabilities {2.233.268) (2.256.883)
Net deferred tax liabilities (1.510.905) (1.683.539)

Movement of deferred tax liability during the period is as follows;

31 December 2016

31 Pecember 2015

As of T January deferred tax liabilities (1.683.539) (2.353.467)

Deferred tax income 177.524 575.367

Accumulated other comprehensive income that

are or may be reclassified to profit or loss (59.093) -

Deferred tax benefit/charge for items never be

reclassified to profit or loss 54.203 64.561
Deferred tax asset (1.510.905) (1.683.539)

As of December 31, 2016, the Company has no available financial losses (31 December 2015:

None).

Earnings per share

Earnings per share are not computed in accordance with third paragraph of Turkey Accounting

Standard 33 (“TAS 33”) about earnings per share.

35



23

HALK YATIRIM MENKUL DEGERLER ANONIM SiRKETI

Notes to the financial statements

As at and for the Year Ended 31 December 2016

(Currency: Amounts are expressed in il Turkish Lira {“TL") unless otherwise stated}

Related party transactions

As at 31 December 2015 and 31 December 2043, balances with related parties are as follows:

31 December 2016

31 December 2016

Cash and cash equivalents

T. Halk Bankass AS 290.392.620 54.354.034
Total 290.392.620 54.354.054
Trade reccivables from related parties

Halk PortfSy Yénetimi AS 10.810 10.360
Halk Portfdy Yonetimi AS Funds 7.327 -~
Halk Sigorta AS 5.900 5.900
Halk Yatirim Menkul Degerler AS B Tipi

Kisa Vadeli Tahvil Bono Fonu -- 15.157
Halk Hayat ve Emeklilik AS - 7
Total 24.037 31.424

31 December 2016

31 December 2015

Payables to related parties

Bilisim Adk ve Odeme Sistemleri AS 1.987 1.110
Halk Portfy Yénetimi AS 1.174 --
Hatk Sigorta AS 315 ~
Halk Hayat ve Emeklilik AS 43 --
Total 3.519 1.110
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Related party transactions (continued)

Transactions with related parties

For the years ended 31 December 2016 and 31 December 2015, transactions with related parties

are as follows:

Income from related parties

1 January —

31 Decembrer 20146

1 January -
31 December 2085

T. Halk Bankast AS

Commission income on public offer 6.400.000 5.250.000
Interest income on time deposits 14.062,044 G98.187
Advisory service ineomne 350,000 250.000
Reflection of personnel income — 122.640
T. Balk Bankast Fonlar;

Commission incone - 3.610.446
Halk Emeklilik Fonkar

Commission income 1.164.993 1.042 531
Halk Portfoy Fonlar

Commission income 1.687.552 231
Halk Yatirim Fonlar:

Fund management cormmission income -- 265.430
Commission income - 09512
Halk Gavrimenkul Yatirim Qrtakhfl AS

Advisory service income 2.500 2.500
Custody commission income -~ 739
Halk Finansal Kiralama AS

Commission income on public offer 375,000 --
Advisory service income 2.500 2,500
Halk Sigorta AS

Advisory service income 62.500 £2.500
Comimission income 2,323 1.514
Custody commission income 5 I3
Other income - 2.067
Halk Havat ve Emgklilik AS

Commission income 16.793 2.449
Advisory service income 2.500 2.500
Custody cotmmission income 372 365
Halk Portfiy Yinetimi AS

Commission income 105.541 100.342
Advisory service income 2.500 -
Halk Faktoring AS

Advisory service income 2,560 2.500
Bilesim AS

Advisory service income - 2.500
Tatal 24.239.622 11.438.886

The Company provides a significant portion of its gross profit income and financial income from

related parties.
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Related party transactions (continued)

Expenses to related parties

1 January — 1 January —

31 December 2016 31 December 2015
T. Halk Banlas: AS
Rent expenses 1.281.872 1.206.399
Common cost participation expenses 564.532 524.749
Letler of guarantee commissions 42.783 34,231
Bank transaction expenses 15,986 13.384
Interest expense on borrowings - 590
Halk Gayrimenkul Yatinm Ortakhiffi AS
Financial Bonds Interest Expense 90.800 --
Halk Portfiv Yonetimi AS.
Performance fees 1.174 37
Halk Sigorta AS
Personnel expenses (health insurance) 545.080 401.354
Financial Bonds Interest Expense 00,800 —
Interest expense on repurchase agreements 20.192 91.029
Halk Havat ve Emeklilik AS
Personnel expenses (health insurance) 59.790 59.214
Financial Bonds Interest Expense 90.800 -
Interest expense on repurchase agreements 32931 160.155
Bilesim AS
Service expenses 16916 10,077
Total 2.853.456 2.502.619

Wages and other benefits granted to top management

For the year ended 31 December 2016, total wages and similar benefits provided to the top

management is amounting to TL 2.110.845 (31 December 2015: TL 2.081.116).
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Nature and level of risks related to financial instrnments

The Company manages its financial risk in accordance with the Communiqué Serial: V, No: 34
“Communiqué on Capital and Capital Adequacy of Brokerage Companies” (*Communiqué 34”)
promulgated by CMB. The Company is obliged to prepare risk provision, capital adequacy basis
and liquidity requirement calculation tables in accordance with Communiqué 34 and report these
to CMB periodically.

Credit risk

The Company conducts brokerage services on behalf of corporate and individual investors and
provides advisory services. The Group also makes trading of various marketable securities. The
Company may be exposed to the risk that counterparty may default on its contractual obligations
resulting in financial loss to the Company. In order to control or mitigate such risks, the Company
wants its customers to hold cash or cash equivalents in their accounts. Loan risk management is
performed by following daily values and liquidity of collaterals, by setting daily limit for
counterparty risk and by following adequacy of collaterals received for loans and receivables. The
Company sells trust collaterals if counterparty fails to keep its loan margin which determined
before.
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24 Nature and level of risks related to financial instruments (continued)
24.1 Credit risk (continied)

Credit risk exposure by the Company in terms of financial instruments:

Receivables
Trade receivables Other receivahbles
Related Other  Related Other Cash at Finaneial
31 Detember 2016 party party party party banks'? assets™
Exposure to maximum credit risk as at reporting date
{A+B+CHD+E) 24037 LI05.931.789 - SiL 183 457.665.632 10.503.313
- Guarimteed part of maximum eredit risk with collaterals
cte. - - - - - .
A Net canying value of [inancial assets which are neither
impaired nor overdue 24037 1103,803.952 - 504183 457,663,632 10.503.313
B. Nel carrying value of financial assets that are restructured,
otherwise which will be regarded as overdue or impaired .- - - - - -
C. Net carrying vatue of financial assets which are overdue
bul not impaired - 127.837 - - - -
- Guaranteed part of risk wilh collaterals etc. - 127,837 - - - -
D. Net carrying value of inpaired assets - - - - - -
- Overdue (gross book value) - 202,116 - . . _
- impairment (- - 202116 - - - -

- Guaranteed past of net value with colfaterals - - - - - -

- Undue {(gross book valuc) - - - - - -

~ Impainnent (-) — - - - - -

- Guaranteed part of net value with collaterals - - - - - .

E. Off bulance sheet iters with credil rigks - .- - - - -
1 Reverse repurchase agreements presented in cash and cash equivalents amounting to TL 1.543.612 is

included.

2 Long term financial assets are not included. Since equity securities do not bear credit risk, they are not
included in financial assets.

Reccivables
Trade receivables Other receivables
Related Other  Related Other Cashi at Financial
31 December 2013 party party party party hanks™ assets'™

Exposure te maximum credit risk as at reporting date

{A+B+C+D+E) 31424 51.518.290 1.332.167 67.467.710 31.392.008
- Guaranteed parl of maximum eredit risk with collaterals elc -- - -- - - -
A, Net carrying vatue of financial assets which are neither

impaired nor overdue 31424 51426019 - 1332167 £7.467.710 31.392.008
B. Net carrying value of (inancial assets (hat are restructured,

otherwise which will be regarded as overdue or impaired - - - - - -
C. Nel canying value of financial assets which are overdue

but not impaired - 92.271 -- - - -
- Guaranteed part of risk with collaterals cte - 92.271 - - — -
D. Net canying value of impaired assels -- - - -- - -
- Overdue {gross book vahue) - 216813 - - - -
- Impairment {-) - 216813 — - - -
- Guaranteed patl of
net value with collaterals - - - - - -

- Undlue (gross book value) - - - — - -
E. Off balance sheet ilemns wilh credil visks - - - - - -

) Reverse repurchase agreements presented in cash and cash equivalents amounting to TL 879.391 is
included.

@ Long term financial assets are not included. Since equity securities do not bear credit risk, they are not
included in financial assets.
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Nature and level of risks related to financial instruments (continued)

Credit risk (continued)

Aging of receivables which are overdue but not impaired are as follows:

Receivables
Trade receivables Other receivables
Related Other Related Other Cash at Financial
31 December 2016 party party party party banks investments
Overduc 1-30 days - - - -~ - -
Overdue 1-3 months -- - - - - -
Overdue 3-12 months -- - -- - -- -
Overdue 1-5 years - -- -- - -- -
Overdue more than 5 years - 80.862 - - - -
Guaranteed part with collaterals etc. -- 80.862 -- -- -- --
Receivables
Trade receivables QOther receivables
Related Other Related Other Cash at Financial
31 Pecember 2015 party party party party banks investments

Overdue 1-30 days -
Overdue 1-3 months -
Overduce 3-12 months -
Overduc 1-5 years -

Overdue more than 5 years - 92271 -
Guaranteed part with ¢ollaterals etc. - 92.271 -
Liguidity risk

The residual contractual maturities of the Company’s non-derivative financial liabilities as at 31

December 2016 are as follows:

Total More
Carrying contractnal 3 manths 3-12 i-5  than$
Expected maturity value  cash outflows or less months  years years

Non-derivative

financial liabilities 1.487.880.767 1.073.121.301
Financial liabilities 414.759.466 414.735.563
Trade payables 1.O73.121.301  1.073.121.301

Perivative financial
liabilities - -

1.073.121.301
414.735.563
1.073.121.30%

The residual contractual maturities of the Company’s non-derivative financial liabilities as at 31

December 2015 are as follows:

Total More

Carvying contractual 3 months 3-12 1-5 than 5

Expected maturity value cash outflows or less moenths  years Yealrs
Non-derivative

finaucial liabilities 59.964.766 60.038.736 ©0.038.736 - - -

Financial liabilities 16.926,290 16,933,581 16,933,581 e e e

Trade payables 40.038. 476 40.105.155 40.105.135 - - -

Derivative finaucial
liahilities - -
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Nature and level of risks related to financial instruments (continued)
Liguidity risk (continued)

As at 31 December 2016 and 31 December 2015, the liquidity requirement of the Company in
accordance with Communiqué 34 is as foliows:

31 December 2016 31 December 2015

Current assets (A) 558.301.261 143.356.301
Current liabilities (B) 462.745.127 48.309.656
Current assets / current liabilitics (A/B) 1,21 2,97

The Company is not exposed to liquidity risk because its current assets are more than current
liabilities.
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Nature and level of risks related to financial instruments (continued)
Market risk
Foreign currency visk

The assets denominated in foreign currency of the Company exposes to foreign currency risk,
due to changes between currency rate at transaction date and at end of the reporting date, while
translate the assets denominated in foreign currency. As of 31 December 2016 and 31
December 2015, the Company’s foreign currency position is as follows:

31 December 2016

TL Equivalent

(Functional

currency) UsSh Euro
1. Trade reccivables - - -
2a. Monetary financial assets {Include cash ,bank deposit
accounts) 9.578.702 2.703.182 17.719
2b. Non-monetary financial assets -- — o
3, Qther -- - -
4. Current assets (14+243) 9.578.702 2.703.162 17.719
5.Trade payables -- - -
6a. Monetary [inancial assets - -- --
6b. Non-monetary financial agsets - -- -
7. Other - - --
8. Non-current assets (S+6+7) - - -
9. Total assets (4-+8) 9.578.702 2.703.162 17.719
10. Trade payables 74178 21.708 -

11. Financial habilities - -
124, Other monetary liabilitics -- -
12b. Other non-monetary liobilities - -

13. Short term liabilities(10+11+12) 74.178 21.708
14. Trade payables - -
15. Financial liabilities - -
1 62, Other monctary liabilities - -
1 6b. Other non-monetary liabilitics - -

17. Long term liabilities {14+15+16} - --

18.Total liabilities (13-+17) 74.178 21,708

19.Q4f balance shect derivatives instruments’ net

asset/(lizhilities) position (19a-195) - -
| 9a. The amount of long-position off-balance sheet derivative

instruments denominated in foreign currency -- -
19b. The amount of short-position oft-balance sheet

derivative instruments denominated in foreign currency - -

20. Net foreign currency asset position

(2-18+19) 9.504.524 2.682.083 17.719

21. Net foreign currency asset/(liability) position of
monetary (TFRS 7.523) (=1-+2a+5+6a-10-11-12a-14-15-

16a) 9,504,524 2.682.083 17.719

22, Fair value of derivative instruments used in foreign

currency hedge -- --
23, The hedge amount of part of foreign currency assets - -
24, The hedge amount of part of foreign currency

liabilities - --
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24 Nature and level of risks related to financial instruments (continued)
24.3 Market visk (continued}

Foreign currency risk {continued)

31 December 2015

TL Equivalent
(Funetional

currency} UsD Euro
1. Trade receivables - - -
2a. Monetary financial assets (Include cash bank deposit
accounts) 2.367.821 811.868 2.320
2b. Non-monetary financial assets "= - -
3. Other - - -
4, Current assets (1-+243) 2.367.821 811.868 2.320
5.Trade payables - - -
6a. Monctary financial assets - - -
6b. Non-monetary {financial assets -- - -
7. Other - - -
8. Non-current assets (5+6+7) _— - -
9. Total assets (448) 2.367.821 811.868 2320
10. Trade payables - - -
I't. Financial linbilities - - -
12a. Other monetary liabilities - - -
12b. Other non-monetary liabilities - - -
13, Shert term Jiabilities(10+11+12) - - -
14. Trade payables - - -
15. Financial liabilities - - -
16a. Other monetary liabilities - - -
16b. Other non-monetary liabilitics - - -
17. Long term labilities (144+15+16) - - -
18.Total liabilities {13+17} - - -
12.0ff balance sheet derivatives instruments’ net-
asset/(liabilities) position (19a-19b) - - e

19a. The amount of long-position off-balance sheet derivative

instruments denominated in foreign currency - - -
19b, The amount of short-poesition off-balance sheet

derivative instruments denominated in forgign currency -- - -

20, Net foreign currency asset position
(9-18+1%) 2.367.821 811.868 2.320

21. Net foreign currency asset/(liability) position of
monetary (TFRS 7.B23) (=1+2a+5+6a-10-11-123-14-15-
16a) 2.367.821 811.868 2.320

22. Fair value of derivative instruments used in foreign
currency hedge - - -

23, The hedge amount of part of foreign currency assets - - -
24, The hedge amount of part of foreign currency
liabilities - - -
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Nature and level of risks related fo financial instruments (continued)

Market risk (continued)

Sensitivity to foreign currency

The Company is exposed to foreign currency risk denominated in US Dollar and Sterling.

The below table presents the sensitivity of the Company to 10% increase and decrease of US
Dollar, Euro and Sterling. This rate is the rate that 1s used in reporting of the Company’s currency
risk to top management and this rate represents possible change in foreign currency rates that is
expected by the management. Sensitivity analysis includes only foreign currency monetary items
and represents the effect of change of 10% currency rate at the end of period. Posilive value

represents increase on profit/ioss and other equity items.

31 December 2016

Strengthening
of foreign currency

Weakening
of foreign currency

10% movement of US Dollar against TL

1- US Dollar Net asset/liability 943,879 (943.879)
2- Hedging part of US Dollar (-} - -
3- US Dollar net effect (1+2) 943.879 (943.879)
10% movement of Euro against TI,
4- Euro net asset/liability 6.574 (6.574)
5- Hedging part of Euro {-) - -
6- Sterling net effect (445) 6.574 (6.574)
Total (3-+6) 950,453 (950.453)
31 December 2015
Strengthening Weakening

of foreign currency

of foreign currency

10% movement of US Dollar against TL

1- US Dollar net asset/liability 236.059 (236.059)
2- Hedging part of US Dollar (-) - -
3- US Dollar net effect (1+2) 236.059 (236.059)
10% movement of Sterling against TL

4- Sterling net asset/lability 723 (723}
5- Hedging part of Sterling (-) - -
6- Sterling net cffect (4+5) 723 (713)
Total (3+6) 236.782 {236.782)
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Nature and level of risks related to financial instraments (continued)
Market rvisk (continued)
Price risk

Share price risk is the risk that decrease of share prices, result of change in share price index level
and value of share.

As at 31 December 2016 and 31 December 2015, in case of having a 20% increase/(decrease) in
BIST stock market index while having all other variables constant, the effects on profit or loss and
comprehensive income would be as follows:

31 December 2016 Profit / (less) Equity"
20% 20% 20% 20%
increase decrease increase decrease

Finaneial assets at fair value through
profit or loss

1- Stocks 3.805.648  (3.805.648)  3.805.648  3.805.648
Available for sale financial assets
2~ Stocks - - 54.257 (54.257)
Total (1+2) 3.805.648 (3.805.648)  3.859.905  3.751.391
(" Profit or loss changes are included, as well.
31 December 2015 Profit / (loss) Equity'"
20% 20% 20% 20%
increase decrease increase decrease

Financial assets at fair value through
profit or loss

3- Stocks 3.748.822 (3.748.822)  3.748.822  3.748.822
Available for sale financial assets

4- Stocks - -- 57.758 (57.758)
Total (3-+4) 3.748.822 (3.748.822)  3.806.580  3.691.064

(U Profit or loss changes are included, as well.
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Nature and level of risks related to financial instruments (continued)

Market risk (continued)

Interest rate risk

The Company uses its cash for investing in securities and time deposits by considering the market

conditions.

Interest risk position table

31 December 2016

31 December 2015

Fixed interest rate
financial instruments

Financial assets
Trade receivables

Financial liabilities

Floating interest rate
finanecial instruments

Financial assets

Financial assets at fair
value through profit or
loss

Time deposits
Receivables from
reverse repurchase
agreeinents
Receivables from loan
customers

Financiai liabilities

Financial assets at fair
value through profit or
loss

9.818,537
436.443.513

1.543.6012

37.754.195
414,759.466

684.776

Equity securities are not inciuded in financial investments.

28.378.088
54.583.404

§79.381

31.448.711
19.926.290

3.013.920

The Company’s debt securities classified as financial assets at fair value through profit or loss, are
exposed 10 price risk depending upon interest rate changes in the market. Based on the analysis
caleulated by the Company, if the interest rate for TL were increased/(decreased) by 1% with the
assumption of keeping all other variables constant, the effect on the fair value of fixed income
financial assets and net profit/loss and the effect on equity for the year ended as at 31 December
2016 and 31 December 2015 would be as follows:

Profit/(loss)

Equity

100 bp
increase decrease

100 bp

100bp 100 bp

increase decrease

31 December 2016
Financial investments

31 December 2015
Financial investments

(30.139)
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Nature and level of risks related to financial instruments (continued)
Capital management

As at 31 December 2016 and 31 December 2015, the Company should have a minimum capital
amounting TL 25.000.000 and TL 25.000.000, respectively in accordance with the certificates of
authorisation in the scope of Communiqué 34, in order to make portfolic management, investment
advisory, reverse repo and repurchase trading, margin trading, short selling, intermediary to public
offerings, brokerage for trading at Turkish Derivatives Exchange.

The capital adequacy basis that has to be attained by the Company in accordance with the valuation
regulations in Communiqué 34, is the amount calculated by deducting following asset items from
share capital compensated by shareholders.

a) Non-current assets;
1) Tangible assets (net),
2} Intangible assets (net),

3) Non-current financial assets after deducting impairment and capital commitments except
financial assets traded at stock exchange and other organised markets,

43 Other non-current assets,

b) Unsecured receivables from personnel, shareholders, affiliates, subsidiaries, individuals or
entities related with directly or indirectly even if they are customers, and marketable securities
issued by these individuals or entities and are not traded at stock exchange or other organised
markets.

As at 31 December 2016, the capital adequacy base for the Company is TL 102.835.906 (31
December 2015: TL 99.091.677). The base for the capital adequacy liability could not be less than
following items.

a) Minimum equity capital corresponding to certificate of anthorisation,
b) Risk provision,
c} Operational expenses occurred last three months before valuation date.

As at 31 December 2016, the capital adequacy base of the Company is higher than all items
presented above.
Risk provision

The Company calculates risk provision for both statements of balance sheet and off-balance sheet
items by using the rates stated in Communiqué 34. Risk provision is the sum of position risk,
counter party risk, concentration risk and foreign cwrrency risk amounts which calculated in
accordance with the regulations of Communiqué 34.
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Nature and level of risks related to financial instruments (continued)
Capital management (continued)

As at 31 December 2016 and 31 December 2015, the risk provision amounts calculated in
accordance with the regulations of Communiqué 34 are as follows:

31 December 2016 31 December 2015

Position risk 20.389.596 6.528.942
Counter party risk 24.531.688 4.042,650
Foreign currency risk 611.279 --
Total 45.532.563 10.571.592

Financial instruments
Fafr value disclosures

The Company determined the estimated current price of the financial instruments by using the
appropriate valuation methods and available market information.

It is estimated that the fair values and carrying amounts of the financial assets and financial
liabilities are close to each other, since they have short term maturities.

Classification relevant to fair value information

“TFRS 7 — Financial Instruments: Disclosures” standard necessitates the demonstration of a
classified data sorted according to its importance and relevancy while determining the fair value
of financial instruments. This classification depends on quality of related data observability.
Observable data means the usage of market data received from independent sources and non-
observable data means the usage of the Company’s estimates and assumptions about the market.
This distinction reveals the following classifications.

1* level: Registered (unadjusted) prices of identical assets or liabilities in active markets.

2™ level: Data which can be observed by directly (through ptices) or indirectly (derived from
prices) and which exchudes the registered prices described in 1% evel.

3% level: Data that is not based on observable market data related to assets and labilities (non-
observable data).

Classification requires the utilisation of observable market data, if available.
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Financial instruments (continued)
Fair value disclosures (continued)
Classification relevant to fair value information (continued)

In this context, fair value classification of assets and liabilities which are measured over their fair
values is as follows:

31 Decentber 2016 Leveil Level 2 Levei 3 Total
Financial assets

Financial investments (short term) 29.531,553 -- -- 29.531.553
Financial investments (long term) 271.283 2.556.873 --  2.828.156
Financia} liabilities

Derivative financial instruments - -- -~ -
31 December 2015 Level 1 Level 2 Level 3 Total
Financial assets

Financial investments {short term) 50.136.120 - - 50.136.120
Financial investments {long tern) 288.788 785,438 - 1074226

Financial Habilities
Derivative financial instruments “— - - -

Fair values of Halk Hayat ve Emeklilik AS and Halk Faktoring AS which are classified as Level 2
are measured by an independent valuation company by using comparable company method with
calculating the weighted average of the amounts calculated over the market value/book value factor
and net asset value.

Since Halk Gayrimenkul Yatim Ortakligt AS’s securities have been offered to public, the fair
value is calculated over the market price and classified as Level 1 in the table above.

As of 31 December 2016 and 31 December 2015, the participation rate of the Company in the
Istanbul Stock Exchange is 0,0377%. The Company holds 159.711 shares with a nominal value of
TL 15.971.094. Related shares are valued with the price per share that is delermined in the meeting
of Borsa Istanbul dated 29 December 2016, numbered 2016/35 and valuation effects are recognized
under equity in the financial statements at the current period.

Events after reporting period

None.
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