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independent auditors’ report to the board of directors of Kuveyt Tiirk Katiim Bankasi
Anonim Sirketi on the consolidated financial statements for the year ended
December 31, 2009

We have audited the accompanying financial statements of Kuveyt Tiirk Katilim Bankasi Anonim
$irketi and its subsidiaries (the Group), which comprise the consolidated statement of financial
position as at December 31, 2009 and the consolidated statement of comprehensive income,
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
reasanable assurance whether the consolidated financial statements are free from material
misstaternent.

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 coniroi relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity's internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as
well as evaluating the overall presentation of the financial statements.

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

QOpinion
In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of Kuveyt Ttrk Katiim Bankasi Anonim Sirketi A.S. and its subsidiaries as of

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

Go 9oon r

April 16, 2010
Istanbul, Turkey

A member firm of Ernst & Young Global Limited



Kuveyt Tiirk Katihm Bankasi Anonim Sirketi and its Subsidiaries

Consolidated statement of financial position
As at December 31, 2009
{Currency - In thousands of Turkish Lira - TL)

Notes 2009 2008
Assets
Cash and balances with the Central Bank 4 239,090 248,088
Balances with other banks and financial institutions 4,29 903,319 938,608
Reserve deposits at the Central Bank 5 218,689 213,421
Financial assets — held for trading 6, 29 27 64
Financial assets — available-for-sale 6, 29 4,520 1,389
Financial assets - held to maturity 6, 29 7,529 7,583
Due from financing activities, net 8,29 4,586,786 3,879,553

Minimum finance lease payments receivable, net 9, 29 53,512 113,475
Derivative financial instruments 20, 29 9,925 13,933
Other assets 10, 29 590,221 123,008
Construction projects, net ‘ 11 3,025 3,087
Investment in associate 7 12,315 -
Investment properties, net 12 47,207 67,586
Property and equipment, net 14 108,180 84,150
Intangible assets, net 15 8,256 2,847
Deferred tax assets 18 12,749 14,596

6,805,350 5,712,288

Assets and a disposal group held for sale 13 9,547 6,410

Total assets 6,814,897 5,718,698

Liabilities and equity

Due to other financial institutions and banks 16 383,681 820,954
Current and profit / loss sharing investors’ accounts 17 5,545,201 4,119,460
Other liabilities 19 49,422 46,114
Provisions 19 7,107 6,319
Derivative financial instruments 20 6,231 25,664
Income taxes payable 18 5,774 11,487

5,997,416 5,029,008

Liabilities directly associated with assets classified

as held for sale 13 - -
Total liabilities 5,997,416 5,029,998
Share capital 21 500,000 500,000
Share premium 21 23,250 23,250
Legal reserves and retained earnings 294,231 165,450
Total equity attributable to equity holders of the parent 817,481 688,700
Total liabilities and equity 6,814,897 5,718,608

The policies and explanatory notes on pages 6 through 59 form an integral part of these consolidated
financial statements.
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Kuveyt Tiirk Katilim Bankasi Anonim Sirketi and its Subsidiaries

Consolidated statement of comprehensive income
For the year ended December 31, 2009
{Currency - In thousands of Turkish Lira - TL)

Notes 2009 2008

Income from financing activities:
Profit on originated loans from profit / loss sharing accounts 427,298 343,087
Profit on originated loans from current accounts and equity 150,245 118,789
Profit on deposits with other banks and financial institutions 35,878 32,427
Profit on finance leases 7,218 15,803
Total income from financing activities 620,640 508,106
Profit shares distributed to participation accounts (349,348) (306,462)
Profit shares distributed to other banks and financial institutions {20,496) (30,234)
Net financing income 250,796 171,410
Provision for impairment of amounts due from financing activities and lease

receivables 849 (64,821) (83,306}
Net financing income after provision for impairment in due from

financing activities and lease receivables 185,975 88,104
Foreign exchange gain, net 32,731 35,154
Net financing income after net foreign exchange gain / {loss) 218,706 123,258
Fees and commission income 25 157,436 151,015
Income/(loss) from construction projects, net 642 159
Net trading income 47,762 49,719
Other income 10,904 13,644
Share of profit of an associate 7 30 -
Total other operating income 216,774 214,537
Fees and commission expense 25 {28,552) (25,326)
Staff costs 26 (134,297) (110,735}
Depreciation and amortization expense (18,216) (15,430)
Withholdings and other taxes {4,503) (4,143)
Rent expense {19,811} {14,326)
Cther expenses 27 {63,126) {48,463)
Total other operating expense {268,505) (218,423)
Income before taxation 166,975 119,372
Current tax charge 18 (34,902) {32,215)
Defarred tax (charge)credit 18 {1,847) 6,710
Net income for the year from continuing operations 130,226 93,867
Net income/(loss} after tax for the year from a discontinued cperation 13 4,055 (2,599)
Net income for the year 134,281 91,268
Other comprehensive income for the year - -
Total comprehensive income for the year 134,281 91,268
Earnings per share for net income attributable to the ordinary equity

holders of the Group during the year (in full TL per shara) 23 0.269 0.218
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 23 0.260 0.224

The policies and explanatory notes on pages 6 through 59 form an integral part of these consolidated

financial statements.
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Kuveyt Tiirk Katihm Bankasi1 Anonim Sirketi and its Subsidiaries

Consolidated statement of changes in equity
For the year ended December 31, 2009
(Currency - In thousands of Turkish Lira - TL)

Share Share Leaal Retained

Notes capital premium _reserves earnings Total

Balances at January 1, 2008 260,000 23,250 7,906 113,266 404,422
Share capital increase 21 240,000 - - (40,000) 200,000
Transfer from retained eamings to legal

reserves - - 4,406 (4,406) -
Dividends paid 22 - - - (6,990) (6,990)
Total comprehensive income for the

year - - - 91,268 91,268
Balances at December 31, 2008 500,000 23,250 12,312 153,138 688,700
Transfer from retained earnings to legal

reserves - - 5,754 {5,754} -
Dividends paid 22 - - - {5,500) (5,500)
Total comprehensive income for the .

year - - - 134,281 134,281
Balances at December 31, 2009 500,000 23,250 18,066 276,165 817,481

The policies and explanatory notes on pages 6 through 59 form an integral part of these consolidated
financial statements.
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Kuveyt Tiirk Katiim Bankasi Anonim Sirketi and its Subsidiaries

Consolidated statement of cash flows
For the year ended December 31, 2009
(Currency - In thousands of Turkish Lira - TL)

Notes 2009 2008

Cash flows from operating activities:
Income from continuing operations before taxation 166,975 119,372
Incomef{loss) from discontinued operations before taxation 4,055 {2,599)
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 12,14, 15 18,216 15,430
Provision for employee termination benefits and personnel bonus accrual 19 1,715 3,627
Provision for impairment in due from financing activities and lease receivables 89 64,821 83,306
Provision for impairment in intangible assets, property and equipment and

investment properties 12 1,259 28
Income acerual of funds invested 8 201,660 (275,870)
Expense accrual of participation accounts 17 13,285 5,229
Income accrual from deposits at the Central Bank of Turkey 1,608 {1,339)
Income taxes paid (40,615) (28,202)
Expense accrual of funds borrowed (8,154) 5,475
Net change in derivative financial instruments 20 (15,425) 8,062
Loss/(gain} on sale of property and equipment, intangible assets, investment

properties and asset held for sale 1,707 1,771
Gain on sale of discontinued operation 5,392 {691)
Fair value movement of held for trading securities 6 - 69
Exchange gain of held to maturity investment 6 54 (1,731)
Operating income before changes in operating assets and liabilities 416,553 (67,063)
Net changes in:
Reserve deposits at the Central Bank of Turkey {6,875) {20,271)
Due from financing activities 8 (973,227) {939,343)
Minimum finance [ease payments receivables 59,475 47 465
Other assets and construction projects (462,929) {129,244)
Current accounts and profit/loss sharing investors' accounts 17 1,412,455 1,144,561
Other liabilities 820 11,742
Payment for employee termination benefits 19 (829) (534)
Net cash provided by operating activities : 445,443 47,313
Cash flows from investing activities:
Purchase of available-for-sale, held-to-maturity and held-for-trading securities 6 (3,158) (812)
Proceeds from sale of available-for-sale, held-to-maturity and held-for-trading

securities 8 64 -
Purchase of property and equipment, intangible assets and investment properties 12, 14, 15 {63,314) {42,861)
Proceeds from sale of property and equipment, intangible assets and investment

properties 6,239 5,231
Additions to assets and liabilities held for sale 13 (7,130) {5.229)
Proceeds from sale of asset and liabilities held for sale 13 4,023 1,765
Net cash used in investing activities {63,276) (41,908)
Cash flows from financing activities:
Dividends paid 22 (5,500) (6,990)
Increase in due to financial institutions and banks (429,119) 382,161
Increase in share capital 21 - 200,000
Net cash provided by financing activities (434,619) 575,171
Net increase in cash and cash equivalents (52,452) 580,578
Net foreign exchange difference on cash and cash equivalents 7,265 29,913
Cash and cash equivalents at the beginning of the year 4 1,187,596 577,105
Cash and cash equivalents at the end of the year 4 1,142,409 1,187,596
Profit share received 804,925 232,236
Profit share paid 384,060 331,467

The policies and explanatory notes on pages 6 through 59 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, 2009
(Currency — In thousands of Turkish Lira - TL unless otherwise indicated)

1. Corporate information

General

Kuveyt Turk Katilim Bankasi A.§., formerly Kuveyt Ttirk Evkaf Finans Kurumu A.S., {a Turkish joint-
stock company-the Bank) was formed in accordance with the provisions of Decree No. 83/75086,
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 Biiyiikdere Caddesi No: 129,
34394 Esentepe Siglilstanbul/Turkey. The parent and the ultimate controlling party of the Bank is
Kuwait Finance House (KFH) incorporated in Kuwait. Effective from April 8, 2008, the Bank'’s
commercial title was changed from Kuveyt Turk Evkaf Finans Kurumu A.S. to Kuveyt Tork Katilim
Bankas!| 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 April 18, 2010. 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, 2009, 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 associate, Kérfez Gayrimenkul Insaat Tazhhiit Turizm San. ve Tic. A.S. ("Korfez"), in
which the Bank had a 100% shareholding was incorporated in June 1996 in Turkey. The Bank signed
an agreement with Hayat Investment Company (resident in Kuwait) on November 23, 2009 for
transferring 51% of its shares of Kérfez Gayrimenkul A.S. (Kérfez) in exchange for USD 10,613,000
and TL 2,450. The remaining 49% of its shares have been classified under the investment in an
associate in the accompanying financial statements. Kérfez's registered address is Blyiikdere
Caddesi, No: 129/1, 34394 Esentepe $isli/lstanbul. Kérfez 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 subsidiary, Kérfez Tatil Beldesi A.S. ( “Korfez Tatil Beldesi”), in which the Bank has a
100% shareholding was incorporated in 2001 in Edremit, Turkey. Kérfez Tatil Beldesi is engaged in
Gire Project, which comprises the construction of 199 “time-sharing” houses in Edremit-Balikesir.

The Bank’s other subsidiary, Kuveyt Turkish Participation Bank Dubai Limited. (“Dubai Limited"), in
which the Bank has a 100% shareholding was incorporated in 2009 in Dubai, UAE. Dubai Limited is
engaged in interest-free banking as a participation bank.

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, financial investments held for trading and precious metals that have been measured at
fair value,



Kuveyt Tiirk Katithm Bankasi Anonim Sirketi and its Subsidiaries

Notes to consolidated financial statements (continued)
December 31, 2009
(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 as of December 31,
2009 are consistent with the previous financial year, except for the adoption of new standards and
IFRIC interpretations which are noted below.

New and amended standards and interpretations applicable to December 2009 year-end

The new standards which are effective as of January 1, 2009 and changes and interpretations of
current standards are as follows:

- Amendments to IFRS 2 ‘Share Based Payment’ — Vesting Conditions and Cancellations
Amendments to [FRS 7 ‘Financial Instruments: Disclosures’

- IFRS 8 ‘Operating Segments’ Amendments to IAS 1 ‘Presentation of Financial Statements’
Amendment to IAS 23 ‘Borrowing Costs' Amendments to 1AS 32 and IAS 1 ‘Puttable Einancial
Instruments and Obligations Arising on Liquidation’ IFRIC 9 Reassessment of Embedded
Derivatives and IAS 39 Financial Instruments: Recognition and Measurement - Embedded
Derivatives (Amendments) IFRIC 13 ‘Customer Loyalty Programmes’

- IFRIC 15 ‘Agreements for the Construction of Real Estate’ IFRIC 16 ‘Hedges of a Net
[nvestment in a Foreign Operation’ IFRIC 18 ‘Transfer of Assets from Customers' (effective for
transfers of assets received on or after July 1, 2009)

The above changes do not have any impact on financial position and performance of the Group
other than the additional explanations made in the disclosures.

Improvements to IFRS (issued in May 2008}

In May 2008, International Accounting Standards Board (IASB) has issued amendments in order to
eliminate the inconsistencies and clarify the explanations related to standards. Transitional provisions
and application periods vary for each amendment which is 1 January 2008 for the earliest.

Standards amended by IASB in May 2008 are as follows:

IFRS 5 "Noncurrent assets held for sale and discontinued operations”
IAS 8 “Accounting policies, changes in accounting estimates and errors”
IAS 10 “Events after the reporting period”

IAS 16 "Property, plant and equipment"

IAS 18 "Revenue”

IAS 19 "Employee benefits”

IAS 20 “Accounting for Government Grants and Disclosure of Government Assistance”
IAS 27 “Consolidated and separate financial statements” (amendment)
IAS 28 “Investments in associates”

IAS 29 "Financial reporting in Hyperinflationary economies”

IAS 31 “Interests in joint ventures”

IAS 36 "Impairment of assets”

IAS 38 "Intangible assets”

IAS 39 “Financial Instruments: Recognition and Measurement”

IAS 40 "Investment Property”

IAS 41 “Agriculture” (Amendment)



Kuveyt Tiirk Kattim Bankasi Anonim Sirketi and its Subsidiaries

Notes to consolidated financial statements (continued)
December 31, 2009
(Currency - In thousands of Turkish Lira - TL unless otherwise indicated)

2. Summary of significant accounting policies {continued)

IFRIC 9 (Reassessment of Embedded Derivatives) and IAS 39 Financial Instruments: Recognition and
Measurement

IAS 34 “Interim financial reporting”
Standards, interpretations and amendments to published standards that are not yet effective

The new standards which are issued as of the autharization date of the financial statements and
effective as of January 1, 2010 and thereafter and not early adopted by the Company and changes
and interpretations of current standards are as follows:

a) New and amended standards and interpretations applicable as of December 31, 2010 year-end

- Improvements to International Financial Reporting Standards (issued in 2009}

- Amendments to IFRS 2 'Group cash settled share based Payment Transactions’

- Amendments to IFRS 3 “Business Combinations” and IAS 27 “Amendments to Separate
Financial Statements” :

- Amendments to IAS 39 “Financial Instruments: Recognition and Measurement” — “Eligible
Hedged ltems”

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

The above changes are not expected to have any impact on financial position and performance of the
Group

b) New and amended standards and interpretations issued that are effective subsequent to
December 31, 2010 year-ends

- IFRS 9 “Financial Instruments” (Effective for periods beginning on or after 1 January 2013)

- Amendment to IAS 24 “Related Party Disclosure’s (Effective for periods beginning on or after
1 January 2011)

- Amendment to JAS 32 Classification of Rights Issues (Effective for periods beginning on or
after 1 February 2010)

- Amendment to IFRIC 14 “Prepayments of a Minimum Funding Requirement” {Effective for
periods beginning on or after 1 January 2011, with earlier application permitted)

- IFRIC 19 “Extinguishing Financial Liabilities with Equity Instruments” (Effective for periods
beginning on or after 1 July 2010, with earlier application permitted)

Except for IFRS 9 the above changes are not relevant to the Group and thus will not have any impact
on financial position and performance of the Group. Phase I of IFRS 9, the new accounting standard
that will eventually replace IAS 39, issued in November 2009, establishes a new classification and
measurement framework for financial assets. The new standard uses a single approach to determine
whether a financial asset is measured at amortised cost or fair value, replacing the many different
rules in IAS 39. The approach in IFRS 9 is based on how an entity manages its financial instruments
{its business model) and the contractual cash flow characteristics of the financial assets. The standard
will be applied retrospectively with certain transition provisions. IFRS 9 is not expected fo have a
significant impact on the financial statements of the Group.



Kuveyt Tirk Katilim Bankasi Anonim $irketi and its Subsidiaries

Notes to consolidated financial statements (continued)
December 31, 2009
(Currency ~ In thousands of Turkish Lira - TL unless otherwise indicated)

2, Summary of significant accounting policies (continued)
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 result 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. There are judgments made by management during the estimation of the amount and timing
of future cash flow when determining the level of provision for impairment of financial assets. Such
estimations are disclosed in the relevant notes.

The Bank's management has made an assessment of the Bank’s ability to continue as a going
concern and is satisfied that the Bank has the resources to continue in business for the foreseeable
future. Furthermore, the management is not aware of any material uncertainties that may cast
significant doubt upon the Bank's ability to continue as a going concern. Therefore, the financial
statements continue to be prepared on the going concern basis.

Deferred tax assets are recognised in respect of tax losses to the extent that it is probable that taxable
profit will be available against which the losses can be utilised. Judgment is required to determine the
amount of deferred tax assets that can be recognised, based upon the likely timing and level of future
taxable profits, together with future tax planning strategies.

Where the fair values of financial assets and financial liabilities recorded on the statement of financial
position cannot be derived from active markets, they are determined using a vartety of valuation
techniques that include the use of mathematical medels. The inputs to these models are derived from
observable market data where possible, but where observable market data are not available,
judgment is required to establish fair values. The judgments include considerations of liquidity and
model inputs such as volatility for longer dated derivatives and discount rates, prepayment rates and
default rate assumptions for asset backed securities. The valuation of financial instruments is
described in Note 30.

Functional and presentation currency

The functional currency of the Bank and its Subsidiaries located in Turkey is Turkish Lira (TL). The
functional currency of Dubai Ltd is US Dollar. The presentation currency of the Group is TL.

Until December 31, 2005, the consolidated financial statements were restated for the changes in the
general purchasing power of TL based on IAS 29 (“Financial Reporting in Hyperinflationary
Economies”). Since the objective conditions for the restatement in hyperinflationary economies was no
longer applicable at that time, Turkey came off hyperinflationary status effective from January 1, 20086.
The financial statements were restated until December 31, 2005 in accordance with IAS 29. Therefore,
the non-monetary assets and liabilities and components of shareholders’ equity including share capital
reported in the balance sheet as of December 31, 2009 and 2008 are derived by indexing the
additions that occurred until December 31, 2005 to December 31, 2005 and carrying the additions
after this date with their nominal amounts.



Kuveyt Tiirk Katilim Bankasi Anonim Sirketi and its Subsidiaries

Notes to consolidated financial statements {continued)
December 31, 2009
(Currency - In thousands of Turkish Lira - TL unless otherwise indicated)

2. Summary of significant accounting policies (continued)

Restatement of balance sheet and income statement items through the use of a general price index
and relevant conversion factors does not necessarily mean that the Group could realize or settle the
same values of assets and liabilities as indicated in the balance sheets. Similarly, it does not

necessarily mean that the Group could return or settle the same values of equity to its shareholders.

Consolidation of subsidiaries

The consolidated financial statements comprise the balance sheet of the Bank and its subsidiaries, as
at December 31, 2009 and 2008 and the statements of income, changes in equity and cash flows of
the Bank and its subsidiaries for the years ended December 31, 2009 and 2008, respectively.
Subsidiaries are the entities over which the Bank has power to govern the financial and operating
policies so as to benefit from their activities. This control is normally evidenced when the Bank owns,
either directly or indirectly, more than 50% of the voting rights of a company's share capital. The
existence and effect of potential voting rights that are currently exercisable or convertible are
considered when assessing whether the Bank controls another entity.

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

The difference between the praceeds from the disposal of the subsidiary and its carrying amount as of
the date of disposal is recognized in the consolidated income statement as net income/ (loss) after tax
for the yea from a discontinued operation.

Upoan loss of control, the Bank accounts for the investment retained at its proportionate share of net
asset value at the date the control is lost.

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

All material balances and transactions between the Bank and Subsidiaries are eliminated in the
consclidated financial statements,

Details of the subsidiaries and investment in associates subject to consolidation are stated below:

Effective shareholding

by the Bank (%)

Country of December 31, December 31,

Name of subsidiary incorporation 2009 2008
“Korfez” (*) Turkey 49% 100%
“Korfez Tatil Beldesi” Turkey 100% 100%

“Dubai Limited” Turkey 100% -

(*}  The Bank signed an agreement with Hayat Investment Company (resident in Kuwait) on
November 23, 2009 for transferring 51% of its shares of Kérfez Gayrimenkul A.8. (Korfez) which
was owned 99.99% by the Bank in exchange for USD 10,613,000 and TL 2,450. According to
IAS 28 “Investments in Associates”, the remaining 49% of its shares of Kérfez have been
classified under the investment in an associate in the accompanying financial statements.



Kuveyt Tiirk Katilim Bankasi Anonim Sirketi and its Subsidiaries

Notes to consolidated financial statements (continued)
December 31, 2009
(Currency — In thousands of Turkish Lira - TL unless otherwise indicated)

2. Summary of significant accounting policies (continued)
Foreign currency translation

Transactions in foreign currencies are initially recorded at the functional currency rate of exchange
ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies
are retransiated at the functional currency rate of exchange ruling at the balance sheet date. All
differences are taken to the income statement as foreign exchange gain/loss. Non-monetary items
that are measured in terms of historical cost in a foreign currency are translated using the exchange
rates at the dates of the initial transactions. Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the date when the fair value was determined.

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

Dates UsD/TL EUR/TL
December 31, 2007 1.16 1.71
December 31, 2008 1.51 2.14
December 31, 2009 1.51 216
Foreign Subsidiary

As at the reporting date, the assets and liabilities of the Bank’s foreign subsidiary are translated into
the Bank's presentation currency at the rate of exchange at the balance sheet date, and its income
statement is translated at the USD/TL 1.5463 average exchange rate for the year. Exchange
differences arising on translation are taken directly fo a separate component of equity.

Property and equipment

Property and equipment are stated at cost (as adjusted for inflation to December 31, 20085}, less
accumulated depreciation and accumulated impairment in value.

The initial cost of property and equipment comprises its purchase price, including import duties and
non-refundable purchase taxes and any directly attributable costs of bringing the assets to its working
condition and location for its intended use. Expenditure incurred after the property and equipment has
been put into operation, such as repairs and maintenance, are normally charged to income statement
in the year that costs are incurred. Expenditure incurred that result in an increase in the future
economic benefits expected from the use of property and equipment is capitalized as an additional
cost of property and equipment.

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

Buildings 50 years

Furniture and office equipment 3-6.67 years

Motor vehicles 4-5 years

Leasehold improvements Shorter of the lease or useful life

The property and equipment's residual values, useful lives and methods are reviewed, and adjusted i
appropriate, at each financial year end.

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

(11



Kuveyt Tiirk Katilim Bankasi Anonim Sirketi and its Subsidiaries

Notes to consolidated financial statements (continued)
December 31, 2009
(Currency - In thousands of Turkish Lira - TL unless otherwise indicated)

2. Summary of significant accounting policies (continued)
Construction projects
The Group has classified its time sharing houses as construction projects.

These houses are valued at the lower of cost and net realizable value. Net realizable value is the

estimated selling price in the ordinary course of business less estimated costs necessary to make the
sale.

Investment property

Property held for long-term rental yields and/or capital appreciation which is not occupied by the Group
is classified as investment property.

Investment property comprises land and buildings. Investment properties are stated at cost less
accumulated depreciation and any impairment in value. Depreciation for the building is calculated on a
straight-line basis over the estimated useful lives of 50 years.

Investment properties are derecognized when either they have been disposed of or when the
investment property is permanently withdrawn from use and no future economic benefit is expected
from its disposal. Any gains or losses on the retirement or disposal of an investment property are
recognized in the income statement in the year of retirement or disposal.

Intangible assets

Intangible assets acquired separately from a business are capitalized at cost. Following initial
recognition, intangible assets are carried at cost less any accumulated amortization and any
accumulated impairment losses.

Intangible assets, excluding development costs, created within the business are not capitalized and
expenditure is charged to the income statement in the year in which it is incurred. The useful lives of
intangible assets are assessed to be either finite or indefinite. Intangible assets with finite lives are
amortized on a straight-line basis over the best estimate of their useful lives of 3 to 5 years and
assessed for impairment whenever there is an indication that the intangible asset may be impaired.
The amortization period and the amortization method for an intangible asset with a finite useful life are
reviewed at least at each financial year-end. Changes in the expected useful life or the expected
pattern of consumption of future economic benefits embodied in the asset is accounted for by
changing the amortization period or method, as appropriate, and treated as changes in accounting
estimates. There are no intangible assets with indefinite useful lives.

Gains or losses arising from derecognizing an intangible asset are measured as the difference
between the net disposal proceeds and the carrying amount of the asset and are recognized in the
income statement when the asset is derecognized.

Impairment of non-financial assets

The carrying values of property and equipment, investment properties, intangible assets and
construction projects are reviewed for impairment when events or changes in circumstances indicate
the carrying value may not be recoverable. If any such indication exists and where the carrying values
exceed the estimated recoverable amount, the assets or cash-generating units are written down to
their recoverable amount. The recoverable amount of the asset is the greater of net selling price and
value in use. In assessing value in use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific o the asset. For an asset that does not generate largely independent
cash inflows, the recoverable amount is determined for the cash-generating unit to which the asset
belongs. Impairment losses are recognized in the income statement. Impairment losses recognized
during the period are included in “other expenses” in the income statement.
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