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1. About the Report

This report presents Kuveyt Turk Participation
Bank Inc.’s sustainability practices,
governance structure, strategy, climate-
related risks and opportunities, targets, and
performance indicators in the field of
environmental, social, and governance (ESG),
in accordance with the TUlrkiye Sustainability
Reporting Standards (TSRS).

11. Reporting Scope

The Tlrkiye Sustainability Reporting
Standards (TSRS) were prepared by the Public
Oversight, Accounting and Auditing Standards
Authority (KGK) and published in the Official
Gazette on December 29, 2023. The
Standards entered into force for reporting
periods starting as of January 1, 2024. Kuveyt
Tlrk Participation Bank Inc. (hereinafter
referred to as "Kuveyt Tlrk" or "the Bank"), as
an institution subject to the regulation and
supervision of the Banking Regulation and
Supervision Agency (BRSA), has the obligation
to report in accordance with the TSRS
standards, without being subject to threshold
criteria. In this regard, the Bank's value chain
was comprehensively assessed and included
in the report, considering not only its core
participation banking activities, but also all its
consolidated subsidiaries and affiliates. The
Bank, its subsidiaries and joint ventures will be
referred to as the “the Group” in this report.

This report has been prepared in compliance
with the requirements specified in the
standards of TSRS 1. General Provisions on
Disclosure of Sustainability-Related Financial
Information and TSRS 2: Climate-Related
Disclosures.

The Group hereby presents its first report
prepared in accordance with the TSRS for the
reporting period from January 1, 2024 to
December 31, 2024, and applies both TSRS 1
and TSRS 2 articles within the scope of this
report.

For the climate-related financial disclosures
presented in this report, the same data sets
and assumptions used in the Bank’s financial
reports for the period from January 1, 2024 to
December 31, 2024 have been applied. These
data sets and assumptions are prepared in
accordance with the Turkish Financial
Reporting Standards (TFRS). The non-financial
information has been disclosed based on the
most reasonable, transparent, and verifiable
sources available regarding sustainability
activities.

The sustainability-related disclosures in the
report have been subject to limited assurance
by DRT Independent Auditing and Certified
Public  Accountancy Inc. (Deloitte) in
accordance with ISAE 3000 “Assurance
Engagements Other Than Audits or Reviews
of Historical Financial Information” and ISAE
3410 “Assurance Engagements on
Greenhouse Gas Statements.”

For your questions and feedback about the
report, you can contact us at
surdurulebilirlik@kuveytturk.com.tr.
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111 Connection with Financial Disclosures

Disclosures on sustainability and climate in this report have been prepared specifically for the
Group and should be evaluated with consolidated financial statements. The report covers a 12-
month reporting period from January 1, 2024 to December 31, 2024. All consolidated financial
information in the report is consistent with all financial information in the Group's 2024 BRSA
report and is presented in Turkish Lira (TL) unless otherwise stated.

Kuveyt Tiurk defines time-frames during sustainability- and climate-related risk evaluation
processes as follows:

The Bank's adaptation to current economic and environmental
conditions is managed within a defined timeframe, during
which direct impacts are monitored and controlled. Priority is
given to addressing urgent situations such as acute climate
events, regulatory changes, and reputational risks. Annual
Business Plans and Risk Strategies are developed with this
timeframe in mind, and the Bank’s risk appetite and limits are
reviewed annually.

Short-term 0-1year

This is a critical planning phase in which the Bank defines its
climate change adaptation and transition strategies. During
this  period, climate transition risks, technological
advancements, and sectoral transformations become
increasingly prominent. This period coincides with the Bank's
three-year planning cycle under the Internal Capital Adequacy
Assessment Process (ICAAP), providing a crucial framework for
analyzing the potential impacts of climate change on capital
requirements. The Bank assesses the potential financial
performance implications of climate change through stress
testing and portfolio adjustments, developing proactive risk
management strategies in response.

Medium-term 1-5 years

This strategic timeframe encompasses the Bank's assessment
of the long-term implications of structural transformations,
such as climate change, including market shifts and portfolio
More than 5 resilience. Over this horizon, the full impact of chronic physical

years risks and transition risks is observed and evaluated. The Bank
utilizes long-term scenario analysis and projections to assess
the potential effects of climate change, informing its long-term
strategic decision-making.

Long-term
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112. Implementation of Transition Exemptions

There are some transtonal exemptons
follow ng artcles E3 E4 E5 and E6 specfed

n TSRS 1 and artcles C3 C4 and C5

specfed n TSRS 2 Transton exemptons

mplemented by the Group are explaned

below

e TSRS 1E3 TSRS 2 C3 An entty s not

requred to dsclose  comparatve
nformaton n ts frst annual reportng
perod mplementng TSRS The report
covers nformaton only for the relevant
reportng perod 2024 and does not
nclude sustanablty and cl mate related
f nanc al d sclosures for prev ous years

TSRS1E4 In ts frst annual reportng
perod mplementng TSRS the entty s
permtted to report sustanab |ty related
fnanc al dsclosures after publshng the
relevant fnancal statements The Bank
publ shes th s report on the same day as
the 2025 second quarter fnancal
statements

TSRS1E5 In ts frst annual reportng
perod mplementng TSRS the entty s
permtted to dsclose nformaton only
about cl mate related r sks and
opportuntes as per TSRS 2 and
therefore apples the requrements of
TSRS 1 only to the extent they are relevant
to dsclosng nformaton about cl mate
related r sks and opportuntes The Group
ncludes only the cl mate related r sks and
opportuntes n ths report However
nformat on on governance strategy and
rsk management approach covers all
susta nab | ty subjects nclud ng cl mate

e TSRS1E6 In ts frst annual reportng

perod mplementng TSRS t s not
compulsory for the entty to dsclose
comparatve nformaton about clmate
related r sks and opportuntes As part of
th s report the Group dscloses only the
nformaton for 2024 and does not
d sclose comparatve nformaton about
cl mate related r sks and opportuntes

TSRS2 C4 a If the entty used a method
other than the Greenhouse Gas Protocol
Corporate  Accountng and Reportng
Standard 2004 to measure greenhouse
gas emssons n the annual reportng
perod mmed ately preced ng the TSRS
mplementaton date t s permtted to
cont nue us ng the same method In ths
regard the Group calculated the Scope 1
and Scope 2 emssons wth the
operat onal control prncple wthn the
framework of Greenhouse Gas Protocol
Corporate  Accountng and Reportng
Standard n accordance wth the GHG
Protocol

TSRS2 C4 b In case the entty engages n
commercal bankng actvtes t s not
requ red to make a statement regard ng
Scope 3 greenhouse gas emssons
ncludng addtonal nformaton on ts
fnanced emssons The Group does not
report the Scope 3 greenhouse gas
em ssons nclud ng addtonal nformaton
on ts fnanced em ss ons nthe frst year
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1.2. Reporting Limits and
Measurement Approach

As part of reportng Scope 1 drect
greenhouse gas emssons and Scope 2
nd rect greenhouse gas em ss ons em ss ons
result ng from the actvtes of Kuveyt T rk and
ts afflates were taken nto cons deraton
Em ss on calculatons were made based on
the Greenhouse Gas Protocol Corporate
Account ng and Report ng Standard 2004

Operat onal control approach was adopted
wh le determ n ng the organ zat onal | mts for
the follow ng compan es Kuveyt T rk Portf y
Y netm A  Archtecht BI m Sstemler ve
Pazarlama T caret A K rfez Gayr menkul
Yatrm Ortakl A KT Bank AG Germany
Kuveyt T rk Yatrm Menkul De erler A
Neova KatIm Sgorta A KT Kra Sert f kalar
Varlk Kralama A and KT Sukuk Varlk
Kralama A F nanc al control approach was
adopted for K rfez Tatl Beldes Turstk
Tessler ve Devrem Ik | letmecl A
Fnally equty approach was adopted for
Kat | m Emekl | k ve Hayat A

1.3. Reasoning and Uncertainties

The greenhouse gas em ss ons presented n
the report were calculated wthn the
framework of specfc reasonng and
assumptons These assumptons are as
follows

e When calculat ng em ss ons from leaks n
refrgeraton equpment at certan
branches of Kuveyt T rk Katlm Bankas
A where label nformaton for the
dev ces was not ava lable est mates were
made based on the average capacty and
gas type of smlar models and devce

types

e Natural gas consumpton of K rfez

Gayrmenkul  Yatrm  Ortakl A
calculated n Turksh Lra by dvdng the
total consumpton obtaned from the
buldng management by the m Ths
method nvolves elements of uncerta nty
that may affect the accuracy of the
relevant consumpt on data

For Kuveyt T rk Portf y Y netm A and
KatIm Emekll k ve Hayat A the d esel
consumpton wused n generators s
calculated by dvdng the total
consumpt on data obta ned from buld ng
management by the rat o of the relevant
companys m to the totalm Ths method
nvolves elements of uncerta nty that may
affect the accuracy of the relevant
consumpt on data

Snce the fuel purchases for K rfez
Gayr menkul Yatrm Ortakl A and
Kuveyt T rk Yatrm Menkul De erler A
were recorded n Turksh Lra the desel
consumpt on n |l ters was calculated us ng
the monthly average retal fuel prces
publ shed by Republc of T rkye Energy
Market Regulatory Authorty EMRA for
the year 2024 Ths method nvolves
elements of uncertanty that may affect
the accuracy of the relevant consumpt on
data

For KT Bank AG est mated consumpt on
data for 2024 was used based on the
average hstorcal prces from electrcty
compan es Ths method nvolves
elements of uncertanty that may affect
the accuracy of the relevant consumpt on
data
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e The Bank s asset leas ng compan es KT Kra Sert f kalar Varl k Kralama A
operate as jo nt stock compan es exclus vely for the ssuance of lease

Varl k Kralama A

and KT Sukuk

cert f cates n accordance w th Art cle 61 of the Cap tal Markets Law As there s no drect and
nd rect energy consumpt on Scope 1 and Scope 2 em ss ons are not generated S nce these
leas ng compan es are subsdares of the Bank they are ncluded wthn the reportng
boundary Cons der ng the r operat onal structure the r Scope 1 and Scope 2 em ss ons have
been reported as zero ensur ng transparency n report ng

In the calculaton of Scope 1 emssons
em ss on factors publ shed by the
Intergovernmental Panel on Clmate Change
IPCC and the UK Department for
Envronment Food Rural Affars DEFRA
were used as reference Scope 2 emssons
wh ch encompass ndrect emssons from
electr cty consumpt on were calculated us ng
the electrcty emsson factor specfed n
T rkye s Nat onal Greenhouse Gas Inventory
KT Bank AGs ndrect emssons from
electr cty consumpt on were calculated us ng
the emsson factor specfed n IEA
Internatonal Energy Agency  sources
Emsson factors used n calculatng fuel
densty lower heat ng values and other types
of ndrect em ss ons are comp led from

nternatonally recognzed and relable
sources such as the IPCC DEFRA
Internat onal Energy Agency IEA and the US
Envronment Protecton Agency EPA The
selecton of these sources s ntended to
ensure the sc entfc val dty and transparency
of the calculatons In the selecton and
appl cat on of em ss on factors care has been
gven to use the most uptodate and
reg onally relevant factors that are appropr ate

for the character st cs of act vty data

Global warm ng potental GWP values for

greenhouse gases were sourced from the
Intergovernmental Panel on Cl mate Change
IPCC s S xth Assessment Report publshed
n 2022 Accord ngly the values 1 for CO
29 8 for CH and 273 for N O were used

| L
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2. About Kuveyt Turk

2.1 Kuveyt Turk's Activities

Kuveyt Turk was established under the name
"Kuveyt Turk Evkaf Finans Kurumu A.S." with
the permission of the Central Bank of the
Republic of Turkiye, dated February 28, 1989,
and commenced operations as a Special
Finance House on March 31, 1989. The
institution, which began operating in 1999
alongside other private financial institutions
under Banking Law No. 4389, adopted the
name Kuveyt Turk Katihm Bankasi A.S. (Kuveyt
Tark) in 2006, a name it still uses. Kuveyt
Turk, which conducts its activities in line with
interest-free banking  principles, offers
financing, deposit, investment, and digital
banking services to its retail and corporate
customers. Kuveyt Tirk, which effectively
brings together products and services that
comply with participation finance principles
with savers and investors, has a significant
position in its sector with its customer
experience-focused approach, technology-
innovation efforts, and steps taken towards
digital  transformation. = Conducting its
operations in Turkiye with a network of 448
branches, Kuveyt Turk continues its
operations abroad with its Bahrain branch and
four branches of its 100% subsidiary, KT Bank
AG, in Germany. Kuveyt Turk has set its paid-
in capital at TL 4.95 billion at the end of 2024.
As of 2024, the Bank's unconsolidated assets
reached TL 852.1 billion, while its total equity
reached TL 82.2 billion.

Acting with the Kuveyt Turk Finance Group
approach, the Bank aims to provide 360-
degree service, together with its affiliates, on
all matters that customers need. Architecht
Bilisim Sistemleri ve Pazarlama Ticaret A.S.,

established by the Bank in 2015, develops
financial technologies while Neova Katilim
Sigorta A.S., established in 2008, operates in
non-life insurance. Katihm Emeklilik ve Hayat
A.S., established in 2013 as a joint venture
between Kuveyt Tirk and Albaraka Tirk,
operates in personal accident, life, and
individual pension sectors with an interest-
free insurance approach. Kuveyt Turk Portfoy
Yonetimi A.S., one of the Bank's portfolio
management companies, operates in the
establishment and management of investment
funds. Kuveyt Turk Yatirrm Menkul Degerler
A.S., founded in 2023 and became Tirkiye's
first participation-based investment company,
operates in various areas, including brokerage
in stock transactions, investment advisory, and
IPO brokerage for corporate clients. KT Kira
Sertifikalan Varlik Kiralama A.S., established in
2013, operates through the issuance of lease
certificates (sukuk). KT Sukuk Varlik Kiralama
A.S., which began operations in 2011, offers
investors interest-free financing alternatives
through lease certificate issuance and
generates income by leasing assets acquired
from originators. KT Bank AG, which offers
financial products and services in conformity
with the value-oriented transparency
principles of participation finance abroad, is a
deposit bank authorized to perform deposit
and credit transactions licensed by the
Federal Financial Supervisory Authority
(BaFin). Korfez Gayrimenkul Yatirim Ortakhgi
A.S. was established in 1996 for the purpose
of investing in real estate, real estate-based
capital market instruments, real estate
projects, and real estate-based rights. Korfez
Tatil Beldesi Turistik Tesisler ve Devremilk
isletmeciligi A.S., which has been continuing
its operations since 2001, invests in and
operates as part of tourism services.
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The subsidiary and affiliate ratios of the companies included in Kuveyt Turk's consolidation, their
main activities and capital are as follows:

Partnership

- Companies Operating Location Field of Activity
Architecht Bilisim Sistemleri .
Subsidiary rehrtec ! |§|m istemier ve Istanbul/TUrkiye Information Systems %100
Pazarlama Ticaret A.S.
Subsidiary KT Bank AG (Germany) Frankfurt/Germany Financial Institution %100
Subsidiary Kuveyt Turk Portfoy Yonetimi A.S. istanbul/Tiirkiye Financial Institution %100
Subsidiary Neova Katim Sigorta A.S. istanbul/Tiirkiye Financial Institution %100
Korfez Tatil Beldesi Turistik
Subsidiary Tesisler ve Devremllk istanbul/Tirkiye Tourism 9%99,99
isletmeciligi A.S.
KT Kira Sertifikalari Varhk .
Subsidiary Ira Sertitixatart vart istanbul/Tiirkiye Financial Institution %100
Kiralama A.S.
Subsidiary KT Sukuk Varlik Kiralama A.S. istanbul/Tiirkiye Financial Institution %100
K t Turk Yat Menkul .
Subsidiary Hveyt Turkeratinm Menku istanbul/Tiirkiye Financial Institution %100
Degerler AS.*
Saglam Odeme ve Elektronik Para .
Subsidiary ¢ emeve ' istanbul/Tiirkiye Financial Institution %100
Hizmetleri A.S.**
Korfez Gayrimenkul Yatinm .
Subsidiary Oriakh@ AS. Istanbul/Turkiye Financial Institution %74
Joint Venture Katilim Emeklilik ve Hayat A.S. istanbul/Tirkiye Financial Institution %50

* Kuveyt Turk Yatirm Menkul Degerler A.S. was established on 20.11.2023 and started operations after receiving an operating permit on
11.07.2024.

** It received its establishment permit on November 22, 2024, under the name Saglam Finansal Teknolojiler A.S. and changed its name to
Saglam Odeme ve Elektronik Para Hizmetleri A.S. in April 2025.
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2.2. Kuveyt Turk's Value Chain

Value chain of Kuveyt Tulrk is based on an integrated structure designed in accordance with the
interest-free banking principles. The basis of the chain is the evaluation of funds collected from
savers according to participation finance principles and their channeling into economic activities.
Funds collected from the customers are transferred to the real sector through Islamic financing
methods such as murabaha, mudarabah (labor-capital partnership), and leasing, while the
processes, which are in compliance with interest-free finance principles, increase customer trust
and brand image. A strong technology infrastructure, digital banking applications, and constantly
evolving human resources lie behind the Bank's operations. Kuveyt Turk also ensures edge-to-
edge sustainability in value creation by reaching different customer segments through value-
added products such as gold banking, sustainable financing solutions, and SME support services.
Kuveyt Turk's upstream and downstream value chain relationships are listed below.

Description

Upstream Value
Chain

Participation-Based Capital
Structure (Investors)

A capital structure based on risk sharing and in conformity
with interest-free finance principles.

Supply Chain Management

Technical Infrastructure Development: Infrastructure related
to banking activities and operations, such as software,
telecommunications, IT infrastructure, and data security.

Procurement of Goods and Services: A supply chain network
providing goods and services for head office and branch
operations such as energy, logistics, consultancy, and
building management.

Public Authorities and
Regulators

Interest-free, transparent, socially beneficial, and participatory
financial principles; regulations determined by regulatory
bodies and legal authorities governing banking activities.

Own Operations

Banking Activities

Retail and Private Banking, SME Banking, Corporate &
Commercial Banking, Digital Banking, Treasury, and
International Banking activities.

10
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Subs d ar es and Aff | ates

F nanc al Insurance prvate pens on portfol o management
REIT asset leas ng brokerage payment serv ces

Non F nanc al Technology nfrastructure development
tour sm serv ces

Customers

Reta | and Pr vate Bank ng customers SME customers
Corporate and Commerc al customers

Part c pat on F nance
Products

Reta | Bank ng Products Installment commerc al loans
bus ness loans non cash loans consumer fnancng credt
cards and other part c pat on f nance products

SME Corporate and Commerc al Bank ng Products loans
non cash loans leas ng products fore gn trade f nanc ng
serv ces and other murabaha and mudaraba based

part ¢ pat on f nance products

Investment Bank ng Products Project f nance sukuk ssuance
and other part c pat on f nance products

Treasury and Internat onal Bank ng Products Spot and
forward transact ons n TL or fore gn currenc es der vat ve
transact ons Forward Swap w th banks and customers share
cert f cates trad ng n BIST murabaha transact ons w th fore gn
banks and gold trad ng

"
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3. Governance

3.1. Board of Directors
Sustainability Oversight

Kuveyt T rk closely follows the efforts to
combat and adapt to clmate change
develop ng around the world and gudes
bank ng actvtes nths regard n accordance
wth ts partcpaton fnance prncples
Hav ng establ shed ts Susta nab |ty Strategy
based on envronmental socal and
governance ESG ndcators the Bank has
focused on plann ng ts susta nab | ty pract ces
n partnersh p and collaboraton wth all ts
shareholders The h ghest level governance
body that approves the Susta nab | ty Strategy
Plan whch encompasses all sustanablty
subjects as part of ESG ndcators s the
Board of D rectors

Kuveyt T rk has establ shed the Susta nab Ity
Commttee comprsed of members of the
Sen or Management to manage susta nab |ty
r sks part cularly combat ng the clmate crss
and to ntegrate and develop the susta nab | ty
approach n the partcpaton bankng
bus ness model The Susta nab Ity Comm ttee
s the hghest authorty responsble for
develop ng the Banks economc socal and
envronmental sustanablty strategy and
polces n Ine wth ts strategy coord natng
sustanablty actvtes makng rapd and
effectve decsons on actons needed to
combat cl mate change ensur ng compl ance
wth natonal and nternatonal regulatons
related to susta nable bank ng and foster ng
collaboraton In ths regard sustanablty
actvtes of Kuveyt T rk are wthn the
knowledge of the Board of D rectors

The Board of Drectors determnes the
susta nab | ty strateg es and targets not only of
the Bank but also of ts subsdares and
aff | ates regularly assesses sustanablty
related rsks and opportuntes and
systemat cally mon tors progress Informat on
regard ng the backgrounds and competenc es
of the Board of Drectors s avalable n the
relevant |nk The Board of D rectors also
engages wth external shareholders and
subject matter experts to mantan and
enhance ts susta nab Ity competenc es

Kuveyt T rks Board level comm ttees nclude
the Audt Commttee Rsk Commttee Credt
Comm ttee Advsory Commttee Corporate
Governance Comm ttee Execut ve
Comm ttee Remuneraton and Nom naton
Comm ttee and Corporate Soc al
Respons b | ty Comm ttee Informat on
regard ng the Board of D rectors Comm ttees
s ncluded n the Ink Kuveyt T rk regularly
reports ts actvtes to the Board of D rectors
Comm ttees through partcpaton n regular
meet ngs Key dec s ons are made wthn the
knowledge of the Board of D rectors

1"‘% s

»
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Work ng under the Board of Drectors the
Rsk Commttee s responsble for rsk
management  nternal control and the
creaton and effectve runnng of conformty
systems wthn the framework of the
Regulaton on Banks Internal Systems and
Internal Cap tal Adequacy Evaluat on Process
The Bank ncludes sustanab Ity rsks n tsrsk
processes and reports these to the Rsk
Comm ttee through the Head of R sk Control
and Compl ance who then nforms the Board
of D rectors about the mportant aspects of
susta nab Ity r sks for the act ons to be taken
wth n the Bank The Comm ttee ensures that
all rsks ncludng the sustanablty and
cl mate rsks that the Bank s subject to are
mon tored evaluated and reported to the
Board of Drectors wth an ntegrated and
proactve approach The Rsk Comm ttee
made a meet ng as part of cl mate rsks and
was nformed n 2024

3.2. The Role of Senior
Management in Sustainability

The Susta nab Ity Comm ttee was establ shed
to determne the Banks sustanablty
approach and corporate strateg es n the feld
of sustanablty to dssem nate these across
all functons to mplement them and to
manage them effectvely The Commttee s
respons ble for defnng the Sustanable
Bankng Strategy prepared based on
Envronmental Socal and Governance ESG
nd cators n conformty wth Kuveyt T rks
overall strategy and Sustanablty Polces
coord natng related efforts decdng on
act ons concern ng cl mate change and

ensurng complance wth sustanablty
regulat ons ssued by legal authortes The
Commttee s chared by the General
Manager and ts members consst of the
Banks Deputy General Managers The
Investor Relat ons and Susta nab Ity Manager
undertakes the secretaral dutes of The
Comm ttee Wth ths structure t s amed to
ensure that sustanablty s embraced at the
sen or management level and ntegrated nto
all dec s on mak ng processes of the Bank

Kuveyt T rk operates wthn defned
procedures to ensure the effect ve mon tor ng
and management of susta nab | ty and cl mate
related r sks and opportuntes In ths regard
the practces regard ng the creaton of the
susta nab Ity strategy ts submsson to the
Board of Drectors recevng approval
mplementat on and mon tor ng s undertaken
by the Susta nab Ity Comm ttee and the Sub
Work ng Groups under the leadersh p of The
Commttee The Sustanablty Comm ttee
dentfes the Bank s prortes by cons derng
cl mate change related r sks and opportunt es
that may affect the Bank It develops acton
plans to address dentfed physcal and
transton rsks and presents these efforts to
the Board of Drectors The Comm ttee
coord nates the works carr ed out to ntegrate
the Sustanablty Polcy whch s evaluated
and approved by the Board of D rectors nto
the Banks actvtes and follows the process
closely In addton the Bank a ms to enhance
ts level of complance wth natonal and
nternatonal sustanablty regulatons and
best practces whle prortzng ntatves that
encourage employee part c pat on

13
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The Sub Work ng Groups contrbute to the
Comm ttee s efforts n areas such as draft ng
and updat ng sustanab Ity polces nlne wth
the r areas of expertse plannng actvtes for
the mplementat on of the susta nable bank ng
strategy and analyz ng cl mate related rsks
and opportuntes They also support the
effect ve mplementat on of these pract ces at
the operatonal level In addton all
sustanablty actvtes wthn the Bank are
mon tored controlled and audted through
the nternal audt actvtes carred out by the
Board of Inspectors f there are any gaps
efforts are encouraged to close and these
actvtes are closely followed up and
reported

The Sustanablty Comm ttee meets at least
once a year and addtonal meetngs may be
organ zed by the secretarat when deemed
necessary The Commttee creates the
susta nab Ity ph losophy Susta nab Ity Polcy
and Susta nable Bank ng Strategy of the Bank
and submts these to the approval of the
Board of Drectors The Commttee also
def nes the targets necessary for ntegratng
the Sustanablty Polcy and Sustanable
Bank ng Strategy approved by the Board of

D rectors nto the Banks operatons
organ zes the Workng Groups accord ngly
and ensures the coordnaton of related
actvtes Detals on the Sustanablty
Strategy polces and governance structure
are ncluded n pages 48 54 of the Kuveyt
T rk Integrated Annual Report 2024

3.3. Operational Responsibilities

S x workng groups have been establshed
under the Susta nab Ity Comm ttee under the

head ngs of Susta nable Bank ng
Envronmental Management Socal Beneft
and Securty and Communcaton and
Collaborat on w th Shareholders and

Stakeholders These work ng groups form the
bas s for creaton and mplementat on of the
Susta nable Bank ng Strategy that covers all
bank ng and operat onal act vt es of the Bank
Decsons for the mplementaton of the
strategy developed by the work ng groups are
evaluated and fnalzed by the Susta nab Ity
Comm ttee governance

the senor level

structure

SUSTAINABILITY COMMITTEE

Environmental
Management

Sustainable Banking

Environmental
Impact and Risk

Climate-Related
Financial Risks

Sustainable Finance

Sustainable Product
Management

Communication and
Collaboration with
Shareholders and

Stakeholders

Social Benefit and
Security

Sustainable
Development and
Human Rights

Reporting and
Collaboration
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The members dutes and responsbltes of the Sustanablty Comm ttee and the connected
work ng groups have been documented and publ shed w th n the Bank s nternal systems to be
access ble to all employees Detals of the governance structure on dutes and responsbltes

are ncluded n pages 48 and 49 of the Kuveyt T rk Integrated Annual Report 2024

At Kuveyt T rk there are two serv ces respons ble for report ng and governance of susta nab | ty
efforts algnng fnancal actvtes wth ESG prncples and meetng the expectatons of
regulatory authortes The Sustanablty Servce whch s responsble for the governance and
report ng of sustanablty efforts operates under the Investor Relatons and Susta nab |ty
Department The Susta nable F nance Serv ce wh ch s respons ble for ensur ng the al gnment of
the Bank s credt pol c es wth susta nab Ity regulat ons operates under the Credt Pol c es and

Dec s on Support Systems Department

Sustainability
Committee

4
®
® 0

Investor Relations
and Sustainability
Department

Sustainability
Service

Credits

Credit Policies
and Decision

Support Systems
Department

Sustainable
Finance Service
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3.4. Competency

The Bank's management bodies active in
sustainability and climate issues have the
necessary  experience, authority, and
competency for the inspection of strategies
that have been or will be designed for the
monitoring of relevant risks and opportunities
as well as responding such risks and
opportunities. In order to stay up to date with
current  topics and trends, maintain
sustainability competence, or enhance it when
necessary, the organization obtains advisory
support from relevant external stakeholders
and experts. In 2024, a sustainability training
that also addressed climate-related risks was
provided to the Board of Directors.

The Bank organizes several training and
awareness activities to enhance the
sustainability approach it holds and the
capacity of foreseeing risks and opportunities
accordingly by considering the current
dynamics. In this regard, employees were
provided with several training opportunities
on sustainability and climate in 2024. Details
on the training can be found on pages 154
and 155 of the Kuveyt Tlrk Integrated Annual
Report 2024.

3.5. Impact of Sustainability on
Decision-Making Processes

It is planned to adopt a sustainability-oriented
corporate governance approach by
integrating  environmental, social, and
governance (ESG) factors into all investment
and decision-making processes of the Bank.
In addition, sustainability-related risks and
opportunities are considered in all strategic
decisions and long-term planning processes,

together with their financial and operational
impacts. In this way, while contributing to the
Bank's sustainability goals through decision-
making  processes, a balanced and
responsible approach is maintained between
the financial returns of strategic decisions and
sustainability principles.

3.6. Planned Impact of
Sustainability on Remuneration
Processes

Kuveyt Turk's remuneration policies are
designed based on the performance
assessments and principles of rewarding high
performance. Wage increases are determined
considering the market trends as well as
individual performances of employees. The
remuneration policy of the Bank does not
currently cover performance criteria regarding

sustainability and climate change subjects.
However, it is planned to carry out works to
include such criteria
policy in the future.

in the remuneration
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4. Risk Management

Kuveyt T rk one of the well establ shed
banks n the partcpaton fnance sector
operates n accordance wth the prncples
methods and rules of Islamc fnance
Part c pat on fnance rules and prnc ples are
algned wth sustanablty practces and
mutually re nforc ng The Bank together wth
ts subsdares and afflates bases all ts
actvtes on key partcpaton fnance
prncples such as do no harm and
prortzng socal beneft and re nforces ths
approach through ts susta nab | ty pract ces

Algned wth ts commtment to mtgatng
env ronmental and soc al r sks assoc ated w th
ts operatons and maxmzng postve
mpacts the Bank has ncorporated ts
susta nab Ity commtments nto ts corporate
polces wth an ncreasng ecologcal and
soc al awareness In ths regard the Bank
ncluded the r sks and opportun t es related to
sustanablty and clmate change to ts
corporate rsk management approach and
ntegrated these nto the corporate rsk
nventory to manage such rsks and
opportun t es more effectvely In addton the

potent al mpacts of cl mate and
susta nab Ity related rsks on the Banks
operatons are assessed n terms of
operatonal fnancal busness contnuty

legal reputat onal strategc and lab Ity rsks

In 2024 the Sustanablty Rsk Polcy whch
ncludes processes for dentfyng assessng
prortzng and montorng clmate related
r sks and opportuntes was approved by the
Board of D rectors and entered nto force

4.1, Identification of Climate
Change- and Sustainability -
Related Risks

The Bank def nes sustanab Ity rsks as rsks
that may have actual or potental adverse
mpacts on ts net assets fnancal poston
proftablty or reputaton n the event of
envronmental socal or governance related
events or condtons Clmate rsks are
categor zed under the envronmental r sks of

the Bank

The Bank examnes the rsks and
opportuntes posed by cl mate change wthn
the organ zaton n terms of both drect and
nd rect mpacts D rect r sks and opportuntes
focus on the mpacts of cl mate change on the
Bank s operatons and actvtes Indrect rsks
and opportuntes focus on the mpacts of
cl mate change on the Banks products and
serv ces as well as cred t portfol os The Bank
dentfes drect and ndrect rsks and
opportuntes nthe short medum and long
term and analyzes ther mpacts on the
nsttut on s operat ons strategy and fnanc al
structure

Cl mate rsks refer to cl mate change related
r sks that are composed of phys cal r sks and
trans t on r sks and that may affect the current
and future fnancal structure of the Bank
Phys cal r sks address the mpacts of natural
events result ng from clmate change whle
transton rsks relate to the mpacts arsng
from the sh ft to a low carbon economy

17



A

411 ldentification of Transition Risks

Transton rsks encompass rsks arsng from
econom ¢ processes such as addtonal tax
burdens product on or trade restr ct ons due
to the adaptaton process to a low carbon
economy In addton the emergence of new
technolog es that enhance carbon em sson
eff cency poses a rsk of losng compettve
poston for compan es that fal to adapt both
n terms of ncreased costs and loss of market
share due to chang ng consumer preferences

The nature of transton rsks s defned as
legal regulatons such as carbon taxes and
emsson targets as well as changes n
technology and consumer preferences
resultng from transton to a low carbon
economy In ths context rsk factors such as
drect and ndrect emsson ntenstes
add t onal captal expendtures and revenue
losses resultng from changes n market
dynamcs are assessed consderng the
sectors n wh ch the compan es operate The
scale of these rsks s measured by assess ng
the senstvty of the Banks portfol o to such
r sks and assess ng the r potent al mpacts on
Banks fnancal performance The Bank
cont nues ts assessments of the exposure of
ts cred t portfol o to trans t on r sks based on
NACE codes consderng the UNEP FlI
methodology and the gu delnes provded n
the Heat Map Methodolog es Gu de publ shed
by the Banks Assoc aton of T rkye

4.1.2. Identification of Physical Risks

Phys cal r sks result from costs and losses due
to an ncrease n the severty andor
frequency of change related weather events
Phys cal rsks are dvded nto acute and
chron c rsks Acute r sks refer to those ar s ng
from natural events that have become more
severe as a result of clmate change and
whose effects man fest themselves n the
short term such as heavy ra nfall heatwaves
droughts storms and w lIdfres Chron c rsks
on the other hand refer to r sks that ar se from
long term changes n cl mate condtons such
as rsng average temperatures changng
prec p tat on patterns and sea level rse and
whose mpacts emerge over t me

As part of sustanab Ity rsk the Bank def nes
phys cal rsks to nclude acute rsks such as
sudden events ncludng floods storms
droughts and w Idf res and chron c¢ r sks such
as sea level r se and ncreas ng temperatures
Such events may affect the Banks phys cal
assets and operat ons d rectly and reduce the
credblty of customers The |kelhood of

physcal rsks s assessed on a locaton
specfc bass wusng scentfc clmate
projectons based on hstorcal clmate

scenaros and trends as developed by
nternat onally recognzed authortes The
scale of these rsks s then calculated as the
potent al fnancal mpact on the Banks loan
portfolo phys cal assets and operatons
based on the dentfed probabltes
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4.2. Assessment of Climate
Change- and Sustainability-
Related Risks

Climate change- and sustainability-related
risks that may affect the Bank's operations are
assessed as follows:

. The step where
the risks that may affect the Bank are
identified through reviewing the published
reports and the risks lists in previous

studies.

J The step where
the identified risks are investigated,
examined, and analyzed based on

incidents that have occurred globally,
nationally, within the sector, and in the
Bank.

The step where the
workshops on risks are organized with the
relevant directorate. In the workshops,
risks are evaluated separately in terms of
their impacts from operational (financial),
business continuity, legal, reputational,
strategic, and liability risk perspectives,
and over short-, medium-, and long-term
timeframes.

J The step that
ensures the collected data is processed.

The step where the
ranking is made with the mutual view of
the relevant departments.

) The step where the results are
made ready for presentation.

The identified risks are assessed on a five-
level scale in terms of likelihood and impact,

and ultimately, the residual risk level is

determined.

When assessing the financial materiality of
sustainability and climate-related risks and
opportunities, the Bank bases its assessment
on the potential to influence the decisions of
users of general-purpose financial statements.
Both quantitative and qualitative factors are
analyzed. The quantitative assessment
includes an analysis of the potential impact of
the relevant risks and opportunities on the
Bank’s equity. Impacts exceeding 1% of the
Bank’s equity stated in the solo balance sheet
the reporting period are considered
financially material.

for

4.3. Prioritization and
Management of Climate
Change- and Sustainability -
Related Risks

Climate- and sustainability-related risks should
be prioritized against other risk types. Risks
arising from legal regulations and legislations
are prioritized, with the aim of achieving full
compliance with the authorities. 5 different
risk categorizations are used to assess risks in
terms of nature, possibility, and magnitude.
Action plans are developed and implemented
for risks determined as high priority in the
scoring system. Risks assessed over the
reasonable risk level are followed up closely.
For the assessment of all physical and
transition risks, five different risk categories
have been established: Low, Low-Medium,
Medium, Medium-High, and High, and these
are matched with a scoring system ranging
from 1to 5.
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Risk Level Description
Low
Low-Medium
Medium

Medium-High

High

Minimal impact and low probability
Relatively low impact and probability

Moderate impact and probability

Significant impact and probability

High impact and probability

In this context, climate-related financial risks are defined as the financial risks the Bank is
exposed to as a result of the direct or indirect impact of physical and transition risk factors on the
Bank's financial structure through the borrower's repayment capacity, asset or collateral

valuations, or macroeconomic factors.

4.4. Management of Climate
Change- and Sustainability-
Related Opportunities

The Bank uses the following processes to
determine, asses, prioritize, and monitor the
climate change- and sustainability-related
opportunities:

. The step
that possible opportunities which may
affect the Bank are determined by
reviewing the published reports.

o The step
where the level of consideration of the
identified opportunities is investigated
globally, nationally, in the sector, and
within the Bank.

The step
where the workshops on opportunities are
organized with the relevant directorate. In
the workshops, the current preparedness
to opportunities and planned future
actions are analyzed based on their

benefits and costs over the short-,

medium-, and long-term.

o The step that
ensures the collected data is processed.

o The step
that the level of preparedness to
opportunities the
mutual views of the relevant departments.

is determined with

. The step where the results are
made ready for presentation.

45. Scenario Analysis and
Stress Tests

The Bank carries out extensive climate
scenario analyses to determine and assess
possible risks and opportunities on its credit
portfolio and to increase its strategic
resilience. NGFS (The Network for Greening
the Financial System), RCP (Representative
Concentration Pathway) and SSPs (Shared
Socioeconomic Pathways) scenarios are used.
Especially, optimistic (SSP2-4.5, SSP3-7.0,
RCP4.5 or NGFS delayed transition) and
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pessimistic (SSP5-8.5, RCP85 or NGFS
Current Policies) scenarios according to credit
locations are used for assessments, as well as
insights in the reports prepared by Ministries
on specific subjects. Outcomes are analyzed
in association with the Bank's risk appetite
and risk limits.

4.6. Inputs and Parameters
Used

The Bank continues to work to measure the
resilience of its credit portfolio against
climate-related and sustainability risks by
conducting a heat map analysis at portfolio
level and assigning borrower- or project-
based environmental and social scores. At
least one Heat Map Analysis will be
conducted per year within the scope of
Climate Risk Analysis. The results of the Heat
Map Analysis will be reported to the Risk
Committee on an annual basis, with the aim
that these outcomes serve as a guide in the
identification of Basic Risk Indicators.

The Heat Map Analysis is used as a tool to
measure the exposure of sectors in the Bank's
portfolio to climate risks, identify and monitor
high-risk sectors, and determine the Bank's
strategy against these risks to increase the
resilience of its portfolio. The Heat Map
together with the outcomes of
environmental and social scores, play an
important role in limiting exposure and taking
measures to reduce risks in sectors exposed
to high climate risk, and determining risk
appetite for relevant sectors. With reference
to the UNEP FI methodology and guidelines
published by The Banks Association of
Tlrkiye, a physical and transition risk analysis
framework was established to achieve a risk
categorization at sector level.

results,

This categorization serves as a tool to
differentiate between low-risk and high-risk
sectors. Guarantee assessment is also
considered during this process.

On the other hand, the Bank has been
designing risk categorization assessment
studies related to ESG risks in the credit
allocation process, and continuing to develop
additional procedures for credits exceeding a
certain amount. These credits can be
monitored in a timely manner as per the ESG
requirements determined at the time of credit

approval.

The Bank has started scenario analysis
studies to conduct a preliminary assessment
of potential climate-related risks and
opportunities in line with the time horizons
and possible future scenarios identified for the
Bank within the scope of the climate risks
determined in 2024. The subjects identified
as a result of these analyses and having
significant impacts are addressed in detail in
the section of the report, specifically
for each risk.

4.7. Reporting and Monitoring
Risks

Sustainability risks are regularly reported to
the Bank's Risk Committee, which informs the
important
aspects of such risks for actions that should
be taken within the Bank. In addition, the
adoption, implementation and execution of
the Sustainability Risk Policy throughout the
Bank is supervised by the Risk Committee.
These efforts ensure that sustainability risks
are integrated into the Bank’s overall risk
management processes.

Board of Directors about the
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The Susta nab Ity R sk Comm ttee also follows efforts to mt gate cl mate r sks and acts w th the
Work ng Groups on act ons to be taken and act vt es for dent f cat on of cl mate opportuntes

The dentfcaton mpact assessment montor ng and management of phys cal and transton
r sks w th n the scope of credt market operat onal and other non f nanc al r sks are carr ed out
annually and reported to the Rsk Commttee at least once a year for supervson The
respons b It es of the Credt Rsk Unt nclude conduct ng a Heat Map study at least once a year
as part of ts cl mate r sk analys s and present ng t to the R sk Comm ttee
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0. Strategy

5.1 Climate-Related Risks and Opportunities

The Group addresses the potent al mpacts of
cl mate change as phys cal rsks acute and
chronc and transton rsks It assesses that
the physcal rsks such as acute rsks from
sudden weather events |ke floods storms
and wldfres as well as chronc rsks from
long term cl mate change mpacts such as
droughts and rsng sea levels may ncrease
cred t r sks by damag ng or reduc ng the value
of collateral assets and may also negat vely
affect the susta nab |ty of operat ons lead ng
to a deter orat on n the qual ty of the reg onal
cred t portfol o Transton r sks are addressed
by assess ng that new regulatons such as
carbon taxes amed at reducng emssons
from customers n carbon ntensve sectors
dur ng the trans t on to a low carbon economy
may lead to ncreased costs and a weaken ng
of customers repayment capactes

Kuveyt T rk assesses the fnanc al mpacts of
cl mate related potent al r sks and
opportuntes n short medum and long
term perspectves and ntegrates such rsks
and opportuntes nto strateg c plannng and
decson makng processes In order to
thoroughly analyze the fnancal mpacts of
clmate change the Bank mplements a
comprehensve rsk assessment process
wthn the framework of nternatonal
standards such as the Task Force on Cl mate
related F nanc al D sclosures TCFD and the
Sustanablty Accountng Standards Board
SASB Ths process nvolves assessng
clmate change related phys cal r sks
transton rsks and potental opportuntes
from a hol st ¢ perspect ve nclud ng

subsdares and afflates throughout the
value chan

Stress tests and scenaro analyses are
conducted by cons der ng all potent al cl mate
rsks that may affect fnancal performance
condton and cash flows even fthey are not
drectly reflected n the fnancal statements
and ther mpacts on customers repayment
capactes are assessed and ncorporated nto
fnancal projectons Analyses of dfferent
cl mate scenaros such as NGFS RCP and
SSP provde nsght nto the majorty and
| kel hood of clmate rsks and ensure the
evaluat on of bus ness model s res | ence

Scenar o analyses conducted to assess the
mpacts of clmate change related phys cal
and transton rsks show that there s no
crtcal fnancal mpact on the Groups
actvtes assets and nvestment plans n the
current state Bes des scenar o analyses are
updated regularly and potental mpacts are
mon tored cont nuously due to the dynamc
nature of cl mate r sks

In the assessments carred out n terms of
operat onal and market rsks t was detected
that the Bank has no major rsk n the
ment oned cl mate related areas It was also
concluded that the Bank has no crtcal
fnancal rsk n the current perod as a result
of comprehens ve analyses and assessments
made for the current portfolo of the Bank
Stll these are assessed as rsks that the
Group may face n the future and are
addressed n detal nthe report
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Kuveyt T rk analyzes the clmate change
related rsks and opportuntes n detal
follow ng ts susta nab |ty strategy and as per
the Bankng Regulaton and Supervson
Agencys BRSA Gudance on Effectve
Management of Clmate Related F nanc al
R sks by Banks In ths analyss process the
global natonal and sectoral developments as
well as the Bank s own exper ences are taken
nto cons derat on In the workshops held w th
the partcpaton of employees from the
relevant departments dfferent types of
cl mate related opportuntes are thoroughly
evaluated As a result of these evaluat ons
short medum
are created

and long term acton plans

Kuveyt T rk evaluated the Carbon Border
Adjustment Mechan sm CBAM both as a rsk
and an opportunty n ts analyss process It s
expected that the sectors affected drectly by
CBAM such as ron steel cement alum num
fert| zer electr cty product on and hydrogen
as well as those n the credt portfolo of
Kuveyt T rk to low carbon
technolog es to adapt to the natonal and
nternat onal regulat ons Ths creates
mportant opportuntes for Kuveyt T rk to
provde green fnancng and consultancy
serv ces

nvest n

Carbon ntens ve sectors under the mpact of
CBAM have to transform ther producton
processes to protect ther compettveness
and avo d add t onal costs Th s transformat on
requ res nvestments n var ous areas such as
energy effcency nvestments transton to
renewable energy sources and carbon
capture and storage In order to real ze these
nvestments a s gnfcant amount of fnanc al
resources w Il be needed Atths pont Kuveyt

T rk can play an mportant role n mtgatng
the carbon footpr nt of companes nclud ng
the sectors as part of CBAM by provdng
cred ts to these compan es and t can support
the transformat on process of customers and
create a new ncome flow by prov d ng green
f nanc ng solut ons

Kuveyt T rk adopts a f nanc ng approach that
s ready for the mpacts of CBAM and
supports the transton to a low carbon
economy Ths approach nvolves varous
factors such as provdng
renewable energy projects support ng energy
effcency nvestments and nvestng n
carbon reduct on technologes In part cular
the rooftop solar power plant SPP leas ng
product facltates companes transton to
renewable energy and promotes the use of
clean energy

fnancng to

Kuveyt T rk's concrete steps n ths feld are
also reflected n the fnancng fgures t has
provded In 2024 the Bank extended TL 38
bllon n the rooftop SPP leasng fnancng
contr but ng to the establ shment of numerous
solar energy plants and support ng the energy
transt on of var ous sectors As of 2024 the
rooftop SPP leas ng fnancng accounts for
105 of the total f nanc al leas ng transact on
volume clearly demonstrat ng the mportance
placed on ths area Kuveyt T rk ams to
cont nue lead ng energy nvestments n 2025
by  sustanng ts  envronment fr endly
approach and to develop products for clean
and renewable energy fnancng nlnewth ts
susta nab I ty strategy By ths means t helps
customers to adapt to CBAM and plays an
actve role n the transton to the low carbon
economy
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5.11 Climate-Related Transition Risk

Risk Title Carbon Border Adjustment Mechanism (CBAM) Risk
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5.12. Climate-Related Physical Risks
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5.2. Impacts of Climate-Related
Risks and Opportunities on the
Bank's Strategies and Decision-
Making Processes
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6. Metrics and Targets

6.1 Greenhouse Gas Emissions Metrics
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6.1.2. Inter-Sectoral Metrics

Metric Description
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