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Independent auditors’ report to the board of directors of Kuveyt Tirk Katihm Bankasi
Anonim Sirketi on the consolidated financial statements for the year ended
December 31, 2008

We have audited the accompanying financial statements of Kuveyt Tirk Katlim Bankasi Anonim
Sirketi and its subsidiaries (the Group), which comprise the consolidated balance sheet as at
December 31, 2008 and the consolidated income statement, consolidated statement of changes in
equity and consolidated cash flow statement for the year ended, and a summary of significant
accounting policies and other explanatory notes.

Management’s responsibility for the financial statements

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

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our
audit. We conducted our audit in accordance with International Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonabie assurance whether the consolidated financial statements are free from material
misstatement.

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

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

Opinion

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

financial position of Kuveyt Turk Katilim Bankas: Anonim $irketi A.$. and its subsidiaries as of

December 31, 2008, and its financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standards.

et

February 27, 2009
Istanbul, Turkey



Kuveyt Tiirk Katilim Bankasi Anonim $irketi and its Subsidiaries

Consolidated balance sheet
As at December 31, 2008
{Currency — In thousands of Turkish Lira - TL)

Notes 2008 2007
Assets
Cash and balances with the Central Bank 4 248,988 155,508
Deposits with other banks and financial institutions 4, 28 938.608 421,431
Reserve deposits at the Central Bank 5 213,421 191,811
Financial assets — available-for-sale 6, 28 1,389 577
Financial assets — held to maturity 6, 28 7,583 5,852
Financial assets — held for trading 6, 28 64 133
Due from financing activities, net 7,28 3,879,553 2,747,645
Minimum finance lease payments receivable, net 8,28 113,475 160,940
Derivative financial instruments 19, 28 13,933 3,978
Other assets g9, 28 123,008 23,719
Construction projects, net 10 3,087 3,140
Investment properties, net 11 67,586 59,389
Property and equipment, net 13 84,150 69,742
Intangible assets, net 14 2,847 1,591
Deferred tax assets 17 14,596 7.886
5,712,288 3,853,342
Assets and a disposal group heid for sale 12 6,410 6,673
Total assets 5,718,698 3,860,015
Liabilities and equity
Due to other financial institutions and banks 15 820,954 433,318
Current and profit / loss sharing investors’ accounts 16 4,119,460 2,969,670
Other liabilities 18 46,114 34,372
Provisions 18 6,318 3,226
Derivative financial instruments 19 25,664 6,647
Income taxes payable 17 11,487 7,816
5,029,998 3,455,049
Liabilities directly associated with assets classified
as held for sale 12 - 544
Total liabilities 5,029,998 3,455,593
Share capital 20 500,000 260,000
Share premium 20 23,250 23,250
lL.egal reserves and retained earnings 21 165,450 121,172
Total equity attributable to equity holders of the parent 688,700 404,422
Total liabilities and equity 5,718,698 3,860,015

The policies and explanatory notes on pages 6 through 60 form an integral part of these consolidated

financial statements.
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Kuveyt Tiirk Katiim Bankasi Anonim $irketi and its Subsidiaries

Consolidated income statement
For the year ended December 31, 2008
{Currency - In thousands of Turkish Lira - TL}

Notes 2008 2007

Income from financing activities:
Profit on originated loans from profit / loss sharing accounts 343,087 193,582
Profit on originated loans from current accounts and equity 116,789 112,074
Profit on deposits with other banks and financial institutions 32,427 27,897
Profit on finance leases 15,803 20,455
Total income from financing activities 508,106 364,008
Profit shares distributed to participation accounts (306,462) (185,865)
Profit shares distributed to other banks and financial institutions (30,234) (30,284)
Net financing income 171,410 137,859
Provision for impairment of amounts due from financing activities and

lease receivables 7,8 (83,308) (34,150)
Net financing income after provision for impairment in due from

financing activities and lease receivables 88,104 103,709
Foreign exchange gain, net 29,402 14,114
Net financing income after net foreign exchange gain / {loss) 117,506 117,823
Fees and commission income 24 151,016 109,030
Income/ (loss) from construction projects, net (28) 473
Net trading income 49,719 7,851
Other income 21,198 13,977
Total other operating income 221,904 131,331
Fees and commission expense 24 (25,326) (16,886)
Staff costs 25 {111,555) (83,848)
Depreciation and amortization expense {15,677) {11,823}
Withholdings and other taxes (4,225) (4,018)
Rent expense (14,384) (10,109)
Other expenses 26 (51,761) (34,977}
Total other operating expense {222,928) {161,761)
Income before taxation 116,482 87,393
Current tax charge 17 {32,215) (7,816)
Deferred tax (charge) / credit 17 6,710 (11,023)
Net income for the year from continuing operations 90,977 68,5564
Net income ! {loss) after tax for the year from a discontinued 12

operation 291 (1,476)
Net income for the year 91,268 67,078
Earnings per share for net income attributabie to the crdinary

equity holders of the Group during the year (in full TL per share) 22 0.218 0.276
Earnings per share for net income attributable to the ordinary

equity holders of the Group during the year (in full TL per share}

from continuing operations 22 0.218 0.282

The policies and explanatory notes on pages 6 through 60 form an integral part of these consolidated

financial statements.
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Kuveyt Tiirk Katihm Bankasi Anonim $irketi and its Subsidiaries

Consolidated statement of changes in equity
For the year ended December 31, 2008
(Currency — In thousands of Turkish Lira - TL)

Share Share Legal Retained
Notes  capital premium reserves earnings Total
Balances at.January 1, 2007 200,188 - 6,094 63,840 270,122
Share capital increase 59,812 23,250 - (13,312) 69,750
Transfer from retained earnings to legal
reserves - - 1,812 {1,812) -
Dividends paid - - - (2,528) {(2,528)
Net income for the year - - - 67,078 67,078
Balances at December 31, 2007 260,000 23,250 7,906 113,266 404,422
Share capital increase 20 240,000 - - (40,000) 200,000
Transfer from retained eamnings to legal
reserves - - 4,406 (4,406) -
Dividends paid 21 - - - (6,990} (6,990)
Net income for the year - - - 91,268 91,268
Balances at December 31, 2008 500,000 23,250 12,312 153,138 688,700

The policies and explanatory notes on pages 6 through 60 form an integral part of these consolidated
financial statements.
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Kuveyt Tirk Katilim Bankasi Anonim $irketi and its Subsidiaries

Consolidated cash flow statement
For the year ended December 31, 2008
{Currency - In thousands of Turkish Lira - TL)

Notes 2008 2007

Cash flows from operating activities:
income from continuing operations before taxation 116,482 87,393
Income / {loss) from discontinued operations before taxation 291 (1,476}
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 11, 13, 14 15,677 11,923
Provision for employee termination benefits and personnel bonus accrual 18 3,627 12,272
Provision for impairment in due from financing activities and lease receivables 7.8 83,306 34,150
Provisicn for impairment in intangible assets, property and equipment and

investment properties 28 579
Provision for net realizable value and other receivables in construction projects 10 95 1,090
Income accrual of funds invested 7 (275,870) 14,462
Expense accrual of participation accounts 16 5,229 8,648
Income accrual from deposits at the Central Bank of Turkey (1,339) (635)
Income taxes paid (28,544) -
Expense accrual of funds borrowed 5,475 5,022
Net change in derivative financial instruments 19 9,062 2,245
Loss/ (gain) on sale of property and equipment, intangible assets, investment

properties and asset held for sale 1,71 (1,279)
Gain on sale of available for sale financial assets 6 - (3)
Gain on sale of discontinued operation (691) -
Fair value mavement of held for trading securities 6 69 27
Exchange gain of held to maturity investment 6 {1,731) -
Operating income before changes in operating assets and liabilities (67,063) 174,418
Net changes in :
Reserve deposits at the Central Bank of Turkey (20,271) (14,356)
Due from financing activities 7 (939,343) (718,967}
Minimum finance lease payments receivables 47,465 2,285
Other assets and construction projects (99,331) (7,272)
Current accounts and profitloss sharing investors’ accounts 16 1,144,561 585,261
Other liabilities 11,742 (2,012)
Payment for employee termination benefits 18 (534) (565)
Net cash provided by operating activities 77,226 18,792
Cash flows from investing activities:
Purchase of available-for-sale, held-to-maturity and held-for-trading securities 6 (812} (6,284)
Proceeds from sale of available-for-sale, held-to-maturity and held-for-trading 6 - 710

securities
Purchase of property and equipment, intangible assets and investment properties 11, 13, 14 (42,861) (45,799)
Proceeds from sale of property and equipment, intangible assets and investment

properties 5,231 5,376
Additions to assets and liabilities held for sale (5,229) -
Proceeds from sale of asset and fiabilities held for sale 1,765 786
Net cash used in investing activities (41,9086) (45,211}
Cash flows from financing activities:
Dividends paid 21 (6,990) {2,528)
Increase in due to financial institutions and banks 382,161 151,153
Premium on issue of shares 20 - 23,250
Increase in share capital 20 200,000 46,500
Net cash provided by financing activities 575171 218,375
Net increase in cash and cash equivalents 610,491 191,956
Cash and cash equivalents at the beginning of the year 4 577,105 385,149
Cash and cash equivalents at the end of the year 4 1,187,596 577,105
Profit share received 232,236 362,060
Profit share paid 331,467 207,501

The policies and explanatory notes on pages 6 through 60 form an integral part of the consolidated

financial statements.
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Kuveyt Tiirk Katihm Bankasi Anonim $irketi and its Subsidiaries

Notes to consolidated financial statements

December 31, 2008
(Currency - In thousands of Turkish Lira — TL unless otherwise indicated)

1. Corporate information
General

Kuveyt Tirk Katilim Bankas: A.S., formerly Kuveyt Tirk Evkaf Finans Kurumu A.§., (a Turkish joint-
stock company-the Bank) was formed in accordance with the provisions of Decree No. 83/7506,
issued on December 16, 1983 relating to the establishment of Special Finance Houses in Turkey. The
Bank obtained permission from the Central Bank of Turkey (CBT) on February 28, 1989 and
commenced its operations on March 31, 1989, Currently, the Bank is continuing its operations under
the purview of the Banking Regulation and Supervision Agency (“BRSA”") and the Banking Law No.
5411, dated November 1, 2005. The Bank’s head office is located at BUylkdere Caddesi No: 129,
34394 Esentepe Sislifistanbul/Turkey. The parent and the ultimate controlling party of the Bank is
Kuwait Finance House (KFH) incorporated in Kuwait.

Effective from April 8, 2006, the Bank’s commercial title was changed from Kuveyt Tiirk Evkaf Finans
Kurumu A.S. to Kuveyt Tirk Katilim Bankasi A.$. to comply with the Banking Law No. 5411, dated
November 1, 2005.

The consolidated financial statements were authorized for issue by the General Manager and Chief
Financial Officer on behalf of the Board of Directors of the Bank on February 27, 2009. The General
Assembly and certain regulatory bodies have the power to amend the statutory financial statements
after issue.

Nature of activities of the Bank and its subsidiaries

At December 31, 2008, the Bank’s core business is operating in accordance with the principles of
interest-free banking as a participation bank by collecting funds through current and profit/loss sharing
accounts, and disbursing funds to its customers.

The Bank’s subsidiary, Kérfez Gayrimenkul ingaat Taahhiit Turizm San. ve Tic. A.$. (“Kérfez"), in
which the Bank has a 100% shareholding was incorporated in June 1996 in Turkey. Korfez's
registered address is Biyiikdere Caddesi, No: 129, 34394 Esentepe Siglifistanbul. Korfez is engaged
in development and marketing of real estate projects in Turkey. Kérfez's main sources of revenue are
from the sales of these projects and expert valuations carried out on behalf of third parties.

The Bank’s other subsidiary, Kérfez Tatil Beldesi A.$. ( “Kérfez Tatil Beldesi”), in which the Bank has
a 100% shareholding was incorporated in 2001 in Edremit, Turkey. Kdrfez Tatil Beldesi is engaged in
Giire Project, which comprises the construction of 199 “time-sharing” houses in Edremit-Balikesir.

The Bank’s 100% owned subsidiary was sold in 2008 is Auto Land Otomotiv San. ve Tic. A.$. (“Auto
Land”). Auto Land's registered address is Basin Ekspres Yolu, B Blok, No:5 Halkal/lstanbul. Auto
Land is engaged in purchase, sale and lease transactions in the automotive industry.

2. Summary of significant accounting policies

21 Basis of preparation

The consolidated financial statements of the Bank and its subsidiaries have been prepared in
accordance with International Financial Reporting Standards (IFRS). The consolidated financial

statements have been prepared under the historical cost convention except for derivative financial
instruments and financial investments held for trading that have been measured at fair value.

(6)



Kuveyt Tiirk Katiim Bankasi Anonim $irketi and its Subsidiaries

Notes to consolidated financial statements {continued)
December 31, 2008
(Currency - In thousands of Turkish Lira - Tl unless otherwise indicated)

2. Summary of significant accounting policies (continued)

The Bank and its subsidiaries (collectively — the Group) maintain their books of account and prepare
their statutory financial statements in accordance with regulations on accounting and reporting
framework and accounting standards which are determined by the provisions of Turkish Banking Law,
Turkish Commercial Code and Turkish Tax Legislation.

2.2 Changes in accounting policies

The accounting policies adopted in the preparation of the financial statements are consistent with
those previous financial years except as follows:

The Bank has adopted the following new and amended IFRS and |FRIC interpretations during the
period. Adoption of these revised standards and interpretations did not have any effect on the financial
statements of the Bank. They did however give rise to additional disclosures.

. IFRIC 12 - Service Concession Arrangements

. iIFRIC 14 - The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their
Interaction

. Amendments to 1AS 39 Financial Instruments: Recognition and Measurement and IFRS 7

Financial Instruments: The amendment to IAS 39, issued in October 2008, permits an entity to
reclassify non-derivative financial assets (other than those designated at fair value through profit or
loss by the entity upon initial recognition) out of the fair value through profit or loss category to the
available-for-sale or held-to-maturity category in particular circumstances. The amendment also
permits an entity to transfer from the fair value through profit or loss, or available-for-sale categories,
to the loans and receivables category a financial asset that meets the definition of loans and
receivables, if the entity has the intention and ability to hold that financial asset for the foreseeable
future. The amendment requires detailed disclosure relating to such reclassifications. The effective
date of the amendment is July 1, 2008 and reclassifications before that date are not permitted.
Adoption of these amendments did not have any effect on the financial performance or position of the
Group.

Standards, interpretations and amendments to published standards that are not yet effective

Certain new standards, amendments and interpretations to existing standards have been published
that are mandatory for accounting periods beginning on or after the balance sheet date or later periods
but which the Group has not early adopted, as follows:

- IAS 1 Presentation of Financial Statements Revised (effective for financial years beginning
on or after January 1, 2009)

IAS 1 has been revised to enhance the usefulness of the information presented in the financial
statements. One of the main revisions are the requirement that the statement of the changes in equity
includes only transactions with share holders; the introduction of a new statement of comprehensive
income that combines all items of income and expense recognized in income statement together with
“other comprehensive income”; and the requirement to present restatements of financial statements or
retrospective application of a new accounting policy as at the beginning of the earliest comparative
period, i.e. a third column on the balance sheet. The Group will make necessary changes to the
presentation of its financial statements in 2009.

7



Kuveyt Tiirk Katihm Bankasi Anonim Sirketi and its Subsidiaries

Notes to consolidated financial statements (continued)
December 31, 2008
(Currency - In thousands of Turkish Lira - TL uniess otherwise indicated)

2. Summary of significant accounting policies (continued)
- IFRS 8, Operating Segments (effective for financial years beginning on or after January 1, 2009)

IFRS 8 replaces IAS 14 Segment Reporting and adopts a management approach to segment
reporting. The information reported would be that which management uses internally for evaluating the
performance of operating segments and allocating resources to those segments. This information may
be different from that reported in the balance sheet and income statement and entities will need to
provide explanations and reconciliations of the differences. The Group is in the process of assessing
the impact of this new standard will have on its financial statements.

- IAS 39 Financial Instruments: Recognition and Measurement - Eligible Hedged Items
(effective for financial years beginning on or after January 1, 2009)

These amendments to IAS 39 were issued in August 2008 and will become effective for financial years
beginning on or after July 1, 2009. The amendment addresses the designation of a one-sided risk in a
hedged item, and the designation of inflation as a hedged risk or portion in particular situations. It
clarifies that an entity is permitted to designate a portion of the fair value changes or cash flow
variability of a financial instrument as hedged item. The Group has concluded that the amendment will
have no impact on the financial position or performance of the Group, as the Group has not entered
into any such hedges.

- IFRIC 13, Customer Loyalty Programmes (effective for financial years beginning on or after
July 1, 2008)

This interpretation requires customer loyalty award credits to be accounted for as a separate
component of the sales transaction in which they are granted and therefore part of the fair value of
consideration received is allocated to the award credits and deferred over the period that the award
credits are fulfiled. The Group expects that this interpretation will have no impact on the Group’s
financial statements as no such schemes currently exist.

- IFRIC 15- Agreements for the Construction of Real Estate (effective for annual periods
beginning on or after January 1, 2009)

This interpretation provides guidance on how to determine whether an agreement for the construction
of real estate is within the scope of IAS 11 'Construction Contracts' or IAS 18 'Revenue’ and,
accordingly, when revenue from such construction should be recognized. The Group is in the process
of assessing the impact of this new standard will have on its financial statement.

- IFRIC 16-Hedges of a Net Investment in a Foreign Operation (effective for financial years
beginning on or after October 1, 2008)

This interpretation clarifies three main issues, namely:

1. A presentation currency does not create an exposure to which an entity may apply hedge
accounting. Consequently, a parent entity may designate as a hedged risk only the foreign
exchange differences arising from a difference between its own functional currency and that of
its foreign operation.

2. Hedging instrument(s) may be held by any entity or entities within the group.

3. While 1AS 39, 'Financial Instruments: Recognition and Measurement’, must be applied to
determine the amount that needs to be reclassified to profit or loss from the foreign currency
translation reserve in respect of the hedging instrument, IAS 21 'The Effects of Changes in
Foreign Exchange Rates' must be applied in respect of the hedged item.

This interpretation will have no impact on the Group's financial statements.



Kuveyt Tirk Katiim Bankas) Anonim $irketi and its Subsidiaries

Notes to consolidated financial statements (continued)
December 31, 2008
(Currency - In thousands of Turkish Lira - TL unless otherwise indicated)

2. Summary of significant accounting policies (continued)

- Amendments to IFRS 1 First-time Adoption of international Financial Reporting
Standards and IAS 27 Consolidated and Separate Financial Statements (effective for
financial years beginning on or after January 1, 2008).

The amendments to IFRS 1 allows an entity to determine the “cost” of investments in subsidiaries,
jointly controlled entities or associates in its opening IFRS financial statements in accordance with |AS
27 or using a deemed cost. The amendment to |AS 27 requires all dividends from a subsidiary, jointly
controlled entity or associate to be recognized in the income statement in the separate financial
statements. The revision to 1AS 27 will have to be applied prospectively. The new requirements affect
only the parent’s separate financial statements and do not have an impact on the financial statements
of the Group.

- Amendments to IFRS 2 ‘Share Based Payment’ — Vesting Conditions and Cancellations
(effective for annual periods beginning on or after 1 January 2008}

The amendment clarifies two issues: The definition of 'vesting condition’, introducing the term ‘non-
vesting condition’ for conditions other than service conditions and performance conditions. It also
clarifies that the same accounting treatment applies to awards that are effectively cancelled by either
the entity or the counterparty. The Group expects that this Interpretation will have no impact on its
financial statements.

- Amendment to IAS 23 - Borrowing Costs (effective for financial years beginning on or after
January 1, 2009)

The benchmark treatment in the existing standard of expensing all borrowing costs to the income
statement is eliminated in the case of qualifying assets. All borrowing costs that are directly
attributable to the acquisition or construction of a qualifying asset must be capitalized. A qualifying
asset is an asset that necessarily takes a substantial period of time to get ready for its intended use or
sale. In accordance with the transitional requirements of the Standard, the Group will adopt this as a
prospective change. Accordingly, borrowing costs will be capitalized on qualifying assets with a
commencement date after January 1, 2009. No changes will be made for borrowing costs incurred to
this date that have been expensed.

- Revisions to IFRS 3 ‘Business Combinations’ and IAS 27 ‘Consolidated and Separate
Financial Statements’ (effective for annual periods beginning on or after 1 July 2009)

A revised version of IFRS 3 Business Combinations and an amended version of IAS 27 Consolidated
and Separate Financial Statements were issued by IASB on January 10, 2008. IFRS 3R introduces a
number of changes in the accounting for business combinations which will impact the amount of
goodwill recognized, the reported results in the period that an acquisition occurs, and future reported
results. Such changes include the expensing of acquisition-related costs and recognizing subsequent
changes in fair value of contingent consideration in the profit or loss (rather than by adjusting
goodwill). IAS 27R requires that a change in ownership interest of a subsidiary is accounted for as an
equity transaction. Therefore such a change will have no impact on goodwill, nor will it give raise to a
gain or loss. Furthermore the amended standard changes the accounting for losses incurred by the
subsidiary as well as the loss of control of a subsidiary. The changes introduced by IFRS 3R and IAS
27R must be applied prospectively and will affect future acguisitions and transactions with minority
interests.

(9)



Kuveyt Tiirk Katilim Bankasi Anonim Sirketi and its Subsidiaries

Notes to consolidated financial statements (continued)
December 31, 2008
(Currency — In thousands of Turkish Lira - TL unless otherwise indicated)

2. Summary of significant accounting policies (continued)

- Amendments to IAS 32 and IAS 1 Puttable Financial Instruments (effective for annual
periods beginning on or after 1 January 2009)

The amendment to IAS 32 requires certain puttable financial instruments and obligations arising
on liguidation to be classified as equity if certain criteria are met. The amendment to IAS 1
requires disclosure of certain information relating to puttable instruments classified as equity.
The Group does not expect these amendments to impact the financial statements of the Group.

- IFRIC 17 - “Distributions of Non-cash Assets to Owners”: applies to all non-reciprocal
distributions of non-cash assets, including those giving the shareholders a choice of receiving
non-cash assets or cash. This interpretation is to be applied prospectively and is applicable for
annual periods beginning on or after 1 July 2009. The Group is evaluating the effect of the
Interpretation.

- IFRIC 18 - “Transfer of Assets from Customers” specifies how the assets such as property,
plant and equipment or cash for the construction or acquisition of such items received from the
customers should be accounted for. This interpretation is to be applied prospectively to transfers
of assets from customers received in periods beginning on or after 1 July 2009. The Group is
evaluating the effect of the Interpretation.

- Amendments to IFRS 7 Financial Instruments: Disclosures

The amended IFRS 7 requires fair value measurements to be disclosed by the source of inputs,
using the following three-level hierarchy:

- Quoted prices in active markets for identical assets or liabilities (Level 1)

- Inputs other than quoted prices included in Level 1 that are observable for the asset or
liability, either directly or indirectly (Level 2)

- Inputs for the asset or liability that are not based on observable market data (Level 3).

The Group is evaluating the effect of the Interpretation.
Improvements to IFRSs

In May 2008, the Board issued its first omnibus of amendments to its standards, primarily with a view
to removing inconsistencies and clarifying wording. These are separate transitional provisions for each
standard. The Group has not yet adopted the following amendments and anticipates that these
changes will have no material effect on the financial statements.

> IAS 1 Presentation of Financial Statements: Assets and liabilities classified as held for trading in
accordance with IAS 39 Financial Instruments: Recegnition and Measurement are not
automatically classified as current in the balance sheet.

» IAS 16 Property, Plant and Equipment: Replace the term “net selling price” with “fair value less
costs to sell”.

> IAS 23 Borrowing Costs: The definition of borrowing costs is revized to consolidate the two
types of items that are considered components of “borrowing costs” into one - the interest

expense calculated using the effective interest rate method calculated in accordance with IAS
39.

(10)



Kuveyt Tiirk Katithm Bankasi Anonim Sirketi and its Subsidiaries

Notes to consolidated financial statements (continued)
December 31, 2008
{Currency — In thousands of Turkish Lira - TL unless otherwise indicated)

2. Summary of significant accounting policies (continued)

» IAS 28 Investment in Associates: If an associate is accounted for at fair value in accordance
with I1AS 39, only the requirement of IAS 28 to disclose the nature and extent of any significant
restrictions on the ability of the associate to transfer funds to the entity in the form of cash or
repayment of loans applies.

An investment in an associate is a single asset for the purpose of conducting the impairment
test. Therefore, any impairment test is not separately allocated to the goodwill included in the
investment balance.

¥ 1AS 31 Interest in Joint ventures: If a joint venture is accounted for at fair value, in accordance
with IAS 39, only the requirements of IAS 31 to disclose the commitments of the venturer and
the joint venture, as well as summary financial information about the assets, liabilities, income
and expense will apply.

» IAS 36 impairment of Assets: When discounted cash flows are used to estimate “fair value less
cost to sell additional disclosure is require about the discount rate, consistent with disclosures
required when the discounted cash flows are used to estimate "value in use”.

> IAS 38 Intangible Assets: Expenditure on advertising and promotional activities is recognized as
an expense when the Group either has the right to access the goods or has received the
service. The reference to there being rarely, if ever, persuasive evidence to support an
amortization method of intangible assets other than a straight-line method has been removed.

¥ IFRS 7 Financial Instruments: Disclosures: Removal of the reference to “total interest income”
as a component of finance costs.

> IAS 8 Accounting Policies, Change in Accounting Estimates and Errors: Clarification that only
implementation guidance that is an integral part of an IFRS is mandatory when selecting
accounting policies.

» IAS 10 Events after the Reporting Period: Clarification that dividends declared after the end of
the reporting period are not abligations.

> IAS 16 Property, Plant and Equipment: Items of property, plant and equipment held for rental
that are routinely sold in the ordinary course of business after rental, are transferred to inventory
when rental ceases and they are held for sale.

> IAS 18 Revenue: Replacement of the term “direct costs” with “transaction costs” as defined in
IAS 39.
» IAS 19 Employee Benefits: Revised the definition of “past service costs”, return on plan assets”

and “short term” and “other long-term” empioyee benefits. Amendments to plans that result in a
reduction in benefits related to future service are accounted for as curtailment. Deleted the
reference to the recognition of contingent liabilities to ensure consistency with IAS 37.

» IAS 20 Accounting for Government Grants and Disclosures of Government Assistance: Loans
granted in the future with no or low interest rates will not be exempt from the requirement to
impute interest. The difference between the amount received and the discounted amount is

accounted for as government grant. Also, revised various terms used to be consistent with other
IFRS.

> IAS 27 Consolidated and Separate Financial Statements: When a parent entity accounts for a

subsidiary at fair value in accordance with IAS 39 in its separate financial statements, this
treatment continues when the subsidiary is subseguently classified as held for sale.

(11)



Kuveyt Tiirk Katilim Bankasi Anonim $irketi and its Subsidiaries

Notes to consolidated financial statements (continued)
December 31, 2008
(Currency — In thousands of Turkish Lira - TL unless otherwise indicated)

2. Summary of significant accounting policies (continued)

> IAS 29 Financial Reporting in Hyperinflationary Economies: Revised the reference to the
exception to measure assets and liabilities at historical cost, such that it notes property, plant
and equipment as being an example, rather than implying that it is a definitive list. Also, revised
various terms used to be consistent with other IFRS.

> IAS 34 Interim Financial Reporting: Earnings per share is disclosed in interim financial reports if
an entity is within the scope of IAS 33.

> IAS 39 Financial Instruments: Recognition and Measurement: Changes in circumstances
relating to derivatives are not reclassifications and therefore may be either removed from, or
included in, the “fair value through profit or loss” classification after initial recognition. Removed
the reference in I1AS 39 to a “segment” when determining whether an instrument qualifies as a
hedge. Require the use of the revised effective interest rate when remeasuring a debt
instrument on the cessation of fair value hedge accounting.

» IAS 40 Investment Property: Revision of the scope such that property under construction or
development for future use as an investment property is classified as investment property. If fair
value cannot be reliably determined, the investment under construction will be measured at cost
until such time as fair value can be determined or construction is complete. Also, revised of the
conditions for a voluntary change in accounting policy to be consistent with IAS 8 and clarified
that the carrying amount of investment property held under lease is the valuation obtained
increased by any recognized liability.

» IAS 41 Agriculture: Removed the reference to the use of a pre-tax discount rate to determine
fair value. Removed the prohibition to take into account cash flows resulting from any additional
transformations when estimating fair value. Also, replaced of the term “point-of-sale costs” with
“costs to sell”.

» IFRS 5 Non-current Assets Held for Sale and Discontinued Operations: An entity that is
committed to a sale plan involving loss of control of a subsidiary shall classify all the assets and
liahilities of that subsidiary as held for sale when the relevant criteria set out are met, regardless
of whether the entity will retain a non-controlling interest in its former subsidiary after the sale.
An entity that is committed to a sale plan involving loss of controt of a subsidiary shall disclose
the information required when the subsidiary is a disposal group that meets the definition of a
discontinued opéeration.

2.3.1 Significant accounting judgments and estimates

The preparation of the consolidated financial statements in accordance with IFRS requires
management to make estimates and assumptions that are reflected in the measurement of income
and expense in the income statement and in the carrying value of assets and liabilities in the balance
sheet, and in the disclosure of information in the notes to financial statements. Management exercises
judgment and makes use of information available at the date of the preparation of the financial
statements in making these assumptions and estimates. The uncertainty about these judgments and
estimates could resuit in outcomes that may have a material effect on future financial statements.

The judgments and estimates that may have a significant effect on amounts in the financial
statements relate to, impairment losses on due from financing activities and lease receivables and
pensions which are discussed in the relevant sections of this note below:

The principal actuarial assumptions used in accounting for the employee benefits are disclosed in
Note 18.
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