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To the Board of Directors of
Calik Yatinm Bankasi A.

Istanbul

OPINION OF INDEPENDENT AUDITORS

1. We have audited the accompanying balance sheeadldf Catirirm Bankasi 4. (“the Bank”)
as at 31 December 2004 and the related statemfeintsome, changes in shareholders' equity
and cash flows for the year then ended, all exprkegs the equivalent purchasing power of
Turkish Lira as at 31 December 2004. These findistéiements are the responsibility of the
Bank's management. Our responsibility is to expaesepinion on these financial statements
based on our audit.

2. We conducted our audit in accordance with Inteomai Financial Reporting Standards on
Auditing. Those standards require that we plan pexdorm the audit to obtain reasonable
assurance about whether the financial statemeatfes of material misstatement. An audit
includes examining, on a test basis, evidence stipgadhe amounts and disclosures in the
financial statements. An audit also includes assgsthe accounting principles used and
significant estimates made by management, as veelbwaluating the overall financial
statement presentation. We believe that our auditiges a reasonable basis for our opinion.

3. In our opinion, the accompanying financial statetmerferred to above present fairly, in all
material respects, the financial position of theBas at 31 December 2004, and the results
of its operations and its cash flows for the yémntended, in conformity with International
Financial Reporting Standards.

4. Without qualifying our opinion we would like to dwayour attention to the following point:

0) Calik Seker Konsorsiyum Yatirim A. (“Calik Seker Konsorsiyum”) which is an
investment in associate is accounted for underteguéthod in 2003. The share
purchase agreement for the Bank established innddblaetween Saving Deposit
and Insurance Fund (“SDIF") and CaBkker Konsorsiyum has been signed off
during the year but the actual shares transfeheBank in Albania has not been
realized as at 31 December 2004. Since the maablestment reason of the
investment in associate is to buy a bank estaldlisheAlbania has not been
realized and there has been some uncertainatigedaignificant influence over
the bank in Albania the investment in associa@counted at restated cost as at
31 December 2004.

,:/Di-‘ﬂr?m SFARE&.? Mﬂnl /"Z:f.gm,;u.f‘é ;0 $ .

DENETIM SERBEST MALI MUSAVIRLIK A.S.
Member ofDELOITTE TOUCHE TOHMATSU

Istanbul, 28 February 2005



CALIK YATIRIM BANKASI A.  S.

BALANCE SHEETS
AS AT 31 DECEMBER 2004 AND 2003

(Amounts expressed in billions of Turkish Lira (Tib)terms of the purchasing power of the TL at Zr&nber 2004 (note 2))

31 December 31 December
ASSETS 2004 2003
Note TL Billion TL Billion
LIQUID ASSETS 314 446
BALANCES WITH THE CENTRAL BANK 4 1,231 2,790
BALANCES WITH BANKS 5 3,991 5,794
INTERBANK FUNDS SOLD 6 2,502 4,333
SECURITIES PORTFOLIO (NET) 7
-Held for trading 7,205 14,141
-Available for sale 4,358 52
11,563 14,193
LOANS (Net) 8 40,302 30,625
LEASING RECEIVABLES (Net) 9 9,066 15,689
PREMISES AND EQUIPMENT (Net) 10 1,348 906
OTHER ASSETS 11 1,004 579
TOTAL ASSETS 71,321 75,355

The accompanying notes form an integral part cféffmancial statements.
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CALIK YATIRIM BANKASI A.  S.

BALANCE SHEETS
AS AT 31 DECEMBER 2004 AND 2003

(Amounts expressed in billions of Turkish Lira (Tib)terms of the purchasing power of the TL at Zr&nber 2004 (note 2))

LIABILITIES

Note
BORROWINGS 12
FUNDS OBTAINED IN EXCHANGE OF
SECURITIES SOLD UNDER REPURCHASE
AGREEMENTS
TAXES AND DUES PAYABLE
CORPORATE TAX 13
SUNDRY CREDITORS 14
PROVISIONS 15
OTHER LIABILITIES 16
DEFERRED TAX LIABILITY (Net) 13

TOTAL LIABILITIES

SHAREHOLDERS' EQUITY
Share Capital 17
Legal Reserves
Accumulated Gain

TOTAL SHAREHOLDERS' EQUITY

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY

COMMITMENTS AND CONTINGENCIES 22

31 December

31 December

2004 2003
TL Billion TL Billion
10,323 18,756
4,760 3,867
219 140
1,299 3,148
3,492 1,849
407 260
807 463
- 887
21,307 29,370
39,606 39,606
1,610 1,235
8,798 5,144
50,014 45,985
71,321 75,355
74,143 66,066

The accompanying notes form an integral part cféffmancial statements.
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CALIK YATIRIM BANKASI A.  S.

STATEMENTS OF INCOME

FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003

(Amounts expressed in billions of Turkish Lira (Tib)terms of the purchasing power of the TL at r&@nber 2004 (note 2))

INCOME STATEMENT
INTEREST INCOME
Interest on Loans
Interest on Interbank Funds Sold
Interest on Securities Portfolio
Interest Received from Banks
Interest on Financial Leases
INTEREST EXPENSE

Interest on Interbank Funds Borrowed
Interest on Borrowings

Other Interest Expense

NET INTEREST INCOME

Provision for Loans and Lease Contract Losses
NET INTEREST INCOME AFTER PROVISIONS
NET FOREIGN CURRENCY GAINS / (LOSSES)
NET SECURITIES TRADING GAINS
NET TRADING INCOME
OTHER OPERATING INCOME
OTHER OPERATING EXPENSES
INCOME BEFORE MONETARY LOSS
MONETARY LOSS
INCOME BEFORE TAXATION

TAXATION

EQUITY IN UNAPPROPRIATED NET INCOME/(LOSS)

OF ASSOCIATE

NET INCOME

1 January- 1 January-
31 December 31 December

2004 2003

Note TL Billion TL Billion
9,729 5,175

790 6,048

1,427 1,663

538 1,698

328 633

12,812 15,217

(32) (153)

(307) (502)

(301) (42)

(640) (697)

12,172 14,520

17)

12,172 14,503

113 (254)

544 2,524
12,829 16,773

18 2,858 3,513
19 (5,247) (4,761)
10,440 15,525

(5,833) (5,538)

4,607 9,987

13 (520) (2,045)
7 (58) 91
4,029 8,033

The accompanying notes form an integral part cféffmancial statements.
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CALIK YATIRIM BANKASI A.  S.

STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY
FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003

(Amounts expressed in billions of Turkish Lira (Tib)terms of the purchasing power of the TL at Zré&mber 2004 (note 2))

Share Legal Accumulated
Capital Reserves Gain/(Loss) Total
TL Billion TL Billion TL Billion TL Billion

Balance as of 31 December 2002 39,606 913 (2,567) 37,952
Transfers to Reserves - 322 (322) -
Net Income for The Year - - 8,033 8,033
Balance as of 31 December 2003 39,606 1,235 5,144 45,985
Transfers to Reserves - 375 (375) -
Net Income for The Year - - 4,029 4,029
Balance as of 31 December 2004 39,606 1,610 8,798 50,014

The accompanying notes form an integral part cfeffimancial statements.
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CALIK YATIRIM BANKASI A.  S.

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003

(Amounts expressed in billions of Turkish Lira (Tib)terms of the purchasing power of the TL at r&@nber 2004 (note 2))

1 January- 1 January-
31 December 31 December
2004 2003
TL Billion TL Billion
CASH FLOWS FROM OPERATING ACTIVITIES
Net Income / (Loss) for the year 4,029 8,033
Adjustments to reconcile net income to net
cash provided by operating activities:
Depreciation and amortization 564 405
Increase / (decrease) in provisions for loan losses - 17
Increase / (decrease) in retirement pay provisions 10 10
Increase / (decrease) in other provisions 137 222
Increase / (decrease) in deferred taxes (887) (1,381)
Increase in taxes and dues (1,770) 1,687
Net Income of associate 58 (92)
Net cash (used in) operating activities 2,141 8,902
CASH FLOWS FROM INVESTING ACTIVITIES
(Increase) / decrease in marketable securities 2,572 (2,594)
(Increase) / decrease in loans and financial leases (3,054) (14,355)
(Additions) to tangible and intangible fixed asqeist) (1,006) (7))
(Increase) / decrease in accrued interest and agisets 4,768 15,531
Net cash (used in) investing activities 3,280 (1,489)
CASH FLOWS FROM FINANCING ACTIVITIES
Increase / (decrease) in borrowings (7,540) (19,645)
Increase / (decrease) in accrued expenses andiatiikities 1,987 11,469
Net cash provided from financing activities (5,553) (8,176)
NET DECREASE IN CASH AND CASH
EQUIVALENTS (13p (763)
CASH AND CASH EQUIVALENTS AT
THE BEGINNING OF THE YEAR 446 1,209
CASH AND CASH EQUIVALENTS
AT THE END OF THE YEAR 314 446

The accompanying notes form an integral part cfdtimancial statements
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CALIK YATIRIM BANKASI A.  S.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003

(Amounts expressed in billions of Turkish Lira (Tih)terms of the purchasing power of the TL at 3c@nber 2004 (note 2))

1.

ACTIVITIES OF THE BANK

Calik Yatinm Bankasi A. (the “Bank”) was incorporated in Turkey in Augd899. Since then it has
functioned as amvestmentbank. The Bank used to be located in Mertéstdnbul but moved to
Tekfen Tower Levent/Istanbul within 2004. The Bédggins to operate Merter as a branch after they
have moved to Tekfen Tower and is not licenseddeive deposits.

The Shareholders and distribution of shares 84 @ecember 2004 and 2003 are as follows:

31.12.2004 Nominal value of
% of Shares
NAME OF SHAREHOLDER Shares Number of Shares TL Billion
Calik Holding AS. 91.5 12,352,50 12,352
GAP Guneydgu Tekstil San. ve Tic. A. 4.5 607,50 608
Ahmet Calik 2 270,00 270
Mahmut Calik 1 135,00 135
Ali Akbulut 1 135,00 135
TOTAL 100 13,500,00 13,500
31.12.2003 Nominal value of
% of Shares
NAME OF SHAREHOLDER Shares Number of Shares TL Billion
Calik Holding AS. 91.5 12,352,50 12,352
GAP Glneydgu Tekstil San. ve Tic. A. 4.5 607,50 608
Ahmet Calik 2 270,00 270
Mahmut Calik 1 135,00 135
Ali Akbulut 1 135,00 135
TOTAL 100 13,500,00 13,500

The Bank has cooperation with Gap Pazarlama, Ka@Neé Tar§ in their project of e-commerce

in Agromarket. The established company, which i24% owned by the Bank, engages in e-sales
of cotton. The Bank has another cooperation Bithkerbank T.AS. and Calik Holding A. in
their project of investing in domestic or foreigniemted banks in CaliReker Konsorsiyum
Yatirim AS. The share of the Bank in this company is 24%.

The Bank is involved in corporate services sucliirencial leasing, lending, trade finance and
factoring, mainly with the related parties, CalikoGp of companies. The Bank employs 31 people
as of 31 December 2004 (26 as of 31 December 2003).



CALIK YATIRIM BANKASI A.  S.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003

(Amounts expressed in billions of Turkish Lira (Tih)terms of the purchasing power of the TL at 3c@nber 2004 (note 2))

2.

BASIS OF FINANCIAL STATEMENTS

The accompanying financial statements have beepaprd in accordance with International
Financial Reporting Standards (“IFRS”) (formerlyfemed to as International Accounting
Standards, IAS). The principle accounting police®pted in the preparation of these financial
statements are set out below:

Basis of Presentation of Financial Statements

The Bank maintains its books of account and pespigs statutory financial statements in accordance
with Turkish Banking Law, Commercial Practice arakTRegulations. The accompanying financial
statements are based on the statutory recordshwdre maintained under the historical cost
convention with adjustments and reclassificationghe purposes of fair presentation in accordance
with IFRS.

These financial statements are presented in Tulkig since that is the currency in which the
majority of the Bank's transactions are denominated

The effects of the differences between IFRS antkrgdly accepted accounting principles in other

countries than Turkey have not been quantifiethénaccompanying notes to the financial statements.
In the opinion of the Bank’s management, all adjestts necessary for the fair presentation of
financial position, results of operations and célsws for the period have been made in the

accompanying financial statements.

Inflation Accounting

In the accompanying financial statements, reset¢djustments have been made to compensate for
the effect of changes in the general purchasingepofvthe Turkish Lira, as at the balance sheet, dat

in accordance with International Accounting StaddaNo. 29 “Financial Reporting in
Hyperinflationary Economies” ("IAS 29").

Major characteristics those necessitate the agtiglicof IAS 29 are:

(a) The general population prefers to keep itdtlvéa non monetary assets or in a relatively stabl
foreign currency. Amounts of local currency held anmediately invested to maintain purchasing

power;

(b) The general population regards monetary ansonot in terms of the local currency but in
terms of a relatively stable foreign currency.cPsimay be quoted in that currency;

(c) Sales and purchases on credit take placei@spthat compensate for the expected loss of
purchasing power during the credit period, evehefperiod is short;

(d) Cumulative three-year inflation rate appraaglor exceeding 100%.



CALIK YATIRIM BANKASI A.  S.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003

(Amounts expressed in billions of Turkish Lira (Tih)terms of the purchasing power of the TL at 3c@nber 2004 (note 2))

2.

BASIS OF FINANCIAL STATEMENTS (cont’d)
Inflation Accounting (cont'd)

The index and corresponding conversion factorgdoent year ends to reach balance sheet date
money values are as follows:

Index Conversion Factor

31 December 2002 6,478.8 1.2971
31 December 2003 7,382.1 1.1384
31 December 2004 8,403.8 1.0000

The comparative rates of currency deflation of Thiekish Lira against the US Dollar, compared
with the rates of general price inflation in Turkagcording to the WPI are set out below:

Year: 2004 2003 2002
Currency Devaluation against US $ (3.8)%14.6)% 13.5%
WPI Inflation 13.8% 13.9% 30.8%

The principal adjustments are as follows:

» All amounts not already expressed in terms of tle@asuaring unit current at the balance sheet
date are restated by applying a general price irf{ttex WPI). Corresponding figures for
previous periods are similarly restated.

* Monetary assets and liabilities are not restatexdge they are already expressed in terms of
the monetary unit current at the balance sheet ddtmetary items are money held and items
to be received or paid in money.

* Non-monetary assets and liabilities and the compisnef shareholders’ equity are restated by
applying, to the initial acquisition cost and angcamulated depreciation, the relevant
conversion factors reflecting the increase in thBIWom the date of acquisition or initial
recording to the balance sheet date. Revaluatimade on any other basis in the statutory
records are eliminated.

» Allitems in the statements of income are restatedpplying the relevant conversion factors.

» The effect of general inflation on the Bank’s nettary position is included in the statements of
income as monetary gain or loss.

New Turkish Lira

A new law number 5083 was enacted with effect fitb@anuary 2005, which deletes six zeroes
from the former currency of the Turkish republive fTurkish Lira (“TL"), to form a new currency
the New Turkish Lira (“YTL"). Thus 1 YTL = 1,00000 TL. The New Turkish Lira is divided
into 100 New Turkish cents (“YKr”). The accompanyifinancial statements are presented in
Turkish Lira (TL) since that was still the officialirrency as at the balance sheet date.
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CALIK YATIRIM BANKASI A.  S.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003

(Amounts expressed in billions of Turkish Lira (Tih)terms of the purchasing power of the TL at 3c@nber 2004 (note 2))

3.

3.1

3.2

3.3

SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies followed inetipreparation of the accompanying financial
statements are as follows:

Accounting Convention

The accompanying financial statements have besgaped in accordance with IFRS. Effect has been
given in the financial statements to adjustmentkranlassifications, which have not been entered in
the general books of account of the Bank maintaimedonformity with accounting practices
prevailing in Turkey as set out in note 2.

Income and Expense Recognition

Interest and other income and expenses are reeagniz the accrual basis, except for fees and
commissions for various banking services rendereidiware recognized as income when received.
Income and expenses are recognized in accordatitéA& 39 at fair value or amortized cost basis.
For the purposes of convenience, certain incomeegpeanses are recognized on a straight-line basis
where that does not materially differ from fair walor the amortized cost method. All income and
expense items are restated in equivalent purchpsivgr at the balance sheet date.

Exchange gains arising from revaluation of Turklsha loans which are indexed to foreign
currencies are included as interest income.

Foreign Currency Items

Transactions in foreign currencies are translatdtie rates of exchange prevailing at the datéiseof
transactions. Monetary assets and liabilities démated in foreign currencies are translated abogeri
end exchange rates. All exchange gains and losisisgaon settlement and translation of foreign
currency items are included in the statement afrime:

As at 31 December 2004 and 31 December 2003 foreigency assets and liabilities of the Group
are mainly in US Dollar and Euro. As at 31 Decenii¥4 and 31 December 2003 exchange rates of
US Dollar and Euro are as follows:

31 December 31 December
2004 2003
1 US Dollar 1,342,100 1,395,835
1 Euro 1,826,800 1,745,072

Average rates are as follows:

2004 2003
1 US Dollar 1,422,301 1,493,068
1 Euro 1,766,984 1,685,301



CALIK YATIRIM BANKASI A.  S.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003

(Amounts expressed in billions of Turkish Lira (Tih)terms of the purchasing power of the TL at 3c@nber 2004 (note 2))

3

SIGNIFICANT ACCOUNTING POLICIES (cont'd)

3.4  Securities Portfolio

The Bank’s securities portfolio primarily repreteovernment bonds and Treasury bills which are
accounted for at the fair value of the considenagjiven (at cost) at initial recognition determirigd
reference to the transaction price or market pridése cost of foreign currency denominated
securities is translated at year-end exchange. rates

Securities are impaired if their carrying amouwares greater than their estimated recoverable ammount
The Bank assesses at each balance sheet date mthetkels any objective evidence that they may
be impaired. If any such evidence exists, the Bzstiknates the recoverable amount of that asset or
group of assets and recognizes impairment losget iprofit or loss for the period.

Interest earned for holding securities is includednterest income. All gains or losses on sale of
trading securities, and on investment securitiesugh transactions occur, are accounted for in the
statement of income for the period.

The Bank designates its securities paotialaccordance with IAS 39 as follows:

Securities held for trading:

Securities held for trading are those acquiredcally for the purpose of generating profit from

short-term fluctuations in their price or dealamsrgin. Subsequent to initial recognition, held for
trading securities are valued at their fair valtieeliably measured. Gains or losses on held for
trading securities are included in net profit addor the period in which they arise.

Securities held to maturity:

Held-to-maturity investments are securities wiked or determinable payments and fixed maturity
that the Bank has the positive intent and abitithald to maturity. Held to maturity securities imay
a fixed maturity are measured at amortized cosgusie effective interest rate method.

Securities available for sale

Available-for-sale securities are those that arte(@pheld-to-maturity investments, or (b) secasiti
held for trading. Subsequent to acquisition, atséldor sale securities are valued at their fainedf
reliably measurable. Otherwise, they are accouoteat amortized cost. Gains or losses on available
for sale securities are included in net profitassl for the period in which they arise.

In the statutory books of account the Bank valteavailable for sale assets at cost plus the ramin
value of bonus shares received from investee coiepaonverting their revaluation reserves to
share capital. Revaluation surpluses arising floemibminal value of shares received in the statutor
records are eliminated in the accompanying findistéements.
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CALIK YATIRIM BANKASI A.  S.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003

(Amounts expressed in billions of Turkish Lira (Tih)terms of the purchasing power of the TL at 3c@nber 2004 (note 2))

3.

3.4

3.5

3.6

SIGNIFICANT ACCOUNTING POLICIES (cont'd)
Securities Portfalio (cont'd)

Securities available for sale (cont'd)

Agromarket which is an investment in associatectoanted for under the equity method . Calik
Seker Konsorsiyum Yatirim A. (“Calik Seker Konsorsiyum”) which is an investment in asateci

is accounted for under equity method in 2003. Thares purchase agreement for the Bank
established in Albania between Saving Deposit arslirance Fund (“SDIF”) and Calgeker
Konsorsiyum has been signed off during the yeartbetactual shares transfer of the Bank in
Albania has not been realized as at 31 Decembet. Zfce the main establishment reason of the
investment in associate is to buy a bank estaldigh@lbania has not been realized and there has
been some uncertainaties for the significant imfigeover the bank in Albania the investment in
associate is accounted at restated cost as at@&iniber 2004.

Premises and Equipment

Premises and equipment, including the related digien have been indexed and are expressed in
the period-end purchase value of the Turkish Lira.

Premises and equipment are depreciated on ahstliaig basis using rates which write off the asset
over their expected useful lives. The Bank deptesithe fixed assets purchased after 1 January 2004
according to the expected useful lives declarethbySecretariat of Finance. The main depreciation
rates used for the fixed assets purchased beftaeubry 2004 are as follows:

Vehicles 20%
Furniture and Fittings 20%
Leasehold Improvements 20%
Intangibles 20%

The gain or loss arising on the disposal or retmeinof an asset is determined as the difference
between the sales proceeds and the carrying arobti@ asset and is recognized in income.

Computer Software Development Costs

The Bank generally recognizes computer softwareeldpment costs as expenses when incurred.
However, if it is probable that future economic &fige will flow to the Bank, to the extent that
expenditures can reliably be measured and atthlauta the asset, development costs incurred are
incorporated into the initial cost of computer a@fte. All other subsequent expenditure associated
with the maintenance of the existing computer sarfienis recognized as expense in the period in
which it is incurred.

Computer software development costs capitalizesisasts are amortized on a straight-line basis over
their expected useful lives, generally five years.
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CALIK YATIRIM BANKASI A.  S.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003

(Amounts expressed in billions of Turkish Lira (Tih)terms of the purchasing power of the TL at 3c@nber 2004 (note 2))

3. SIGNIFICANT ACCOUNTING POLICIES (cont'd)

3.7

3.8

3.9

Retirement Pay Provision

Under Turkish legislation as supplemented by urigreements, lump sum payments are made to all
employees who retire or whose employment is ter@ihavithout due cause. Such payments are
based on number of years’ service and final saltatlye date of retirement or leaving.

International Accounting Standard No:19 (revise@mployee Benefits” (“IAS 19”) has been
applied in the accompanying financial statementgureé retirement payments are discounted to
their present value at the balance sheet date attemest rate determined as net of an expected
inflation rate and an appropriate discount rateis Wtandard also allows the employee benefit
liability to be reduced by anticipated forfeitut®seligible employees of their benefit.

Loan Loss Provisions

Loans are financial instruments originated by Benk and accounted for at amortized cost in
accordance with IAS 39, except for certain loanseneber straight line accrual basis does not
materially differ from amortized cost method. Basedts evaluation of the current status of th@$oa
granted, the Bank makes specific loan loss prawsiavhich it considers are adequate to cover
estimated uncollectible amounts in the loan pddfahd losses under guarantees and commitments.
The estimates are reviewed periodically and, assadgnts become necessary, they are reflected in
the statement of income in the periods in whicly trecome known.

The Bank classifies any loan, which is overduratradequately collateralized, or where management
believes the borrower has lost creditworthines®sy overdue loans. The Bank ceases to recognize
income on overdue loans and receivables.

The loan loss provisions and the general loanigimv follow the requirements as specified by
Turkish Banking regulations. In accordance with fnevailing provisioning legislation, banks in
Turkey should appropriate 0.5% general provisiandash loans and other receivables and 0.1%
general provision for non-cash loans.

Taxation and Deferred Taxes

Provision is made in the accompanying financiateshents for the estimated liability of the
Bank for local taxes on the results for the yearusing tax rates that have been enacted or
substantively enacted by the balance sheet date.charge for current tax is based on the results
for the year as adjusted for items which are haesgable or disallowed.

Deferred tax is accounted for using the balanaetshability method in respect of temporary
differences arising from differences between theygday amount of assets and liabilities in the
financial statements and the corresponding taxshessd in the computation of taxable profit.

In principle, deferred tax liabilities are recoggil for all taxable temporary differences and
deferred tax assets are recognised to the extantittlis probable that taxable profits will be
available against which deductible temporary diffexes can be utilised. Such assets and liabilities
are not recognised if the temporary differenceearfsom goodwill (or negative goodwill) or from
the initial recognition (other than in a businessnbination) of other assets and liabilities in a
transaction which affects neither the tax profit thee accounting profit.
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CALIK YATIRIM BANKASI A.  S.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003

(Amounts expressed in billions of Turkish Lira (Tih)terms of the purchasing power of the TL at 3c@nber 2004 (note 2))

3.

3.9

3.10

3.11

3.12

SIGNIFICANT ACCOUNTING POLICIES (cont'd)
Taxation and Deferred Taxes (cont'd)

Deferred tax liabilities are recognised for taxat@mporary differences arising on investments in
subsidiaries and associates, and interests inyeimtures, except where the Bank is able to control
the reversal of the temporary difference and prigbable that the temporary difference will not
reverse in the foreseeable future.

Deferred tax is calculated at the tax rates thaeapected to apply to the period when the asset i
realised or the liability is settled. Deferred tiaxcharged or credited in the income statement,
except when it relates to items credited or chadjegttly to equity, in which case the deferred tax
is also dealt with in equity.

Deferred tax assets and liabilities are offset wiary relate to income taxes levied by the same
taxation authority and the Bank intends to setecurrent tax assets and liabilities on a netsbasi

Securities Under Resale or Repurchase Trariins

Purchases or sales of securities under agreewiergsale or repurchase are short term and entirely
involve debt (primarily government) securities. €8abf securities under agreements of repurchase
(“Repos”) are retained in the balance sheet urgliries portfolio and corresponding counterparty
commitment is included separately under liabilitiEse income and expenses on repo transactions are
separately recognized as interest income accruextdordance with its classification as held for
trading, held to maturity or available for saleg amterest expense accrued over the period to ityatur
Purchases of securities under agreements of r@salerse repos”) are included in securities pdidfo

and interest income on such transactions is acaverthe period to maturity.

Related Parties

For the purpose of the accompanying financial statés shareholders of the Bank and related
companies, directors and key management persoogethier with their families and related
companies and other companies in the Calik Groeprefierred to as "Related Parties" in this
report. During the course of its business, the nigjof transactions of the Bank were entered into
with related parties, Calik Group of companies

Finance and Operating Leases
The Bank as Lessor

Amounts due from lessees under finance leasebeirmt¢counts of the lessor are classified and
separately recorded as receivables at the amouhedBank’s net investment in the leases. Lease
rentals are allocated between principal paymentrgacest income. Finance lease interest income is
allocated to accounting periods so as to reflemrastant periodic rate of return on the Bank’s net
investment outstanding in respect of the leases.

Assets leased under operating leases are incinda@mises and equipment in the balance sheet.
They are depreciated over their expected usefeslon a basis consistent with similar fixed assets.
Rental income from operating leases is recognizea straight line basis over the term of the
relevant lease.
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CALIK YATIRIM BANKASI A.  S.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003

(Amounts expressed in billions of Turkish Lira (Tih)terms of the purchasing power of the TL at 3c@nber 2004 (note 2))

3.

3.12

3.13

SIGNIFICANT ACCOUNTING POLICIES (cont'd)
Finance and Operating Leases (cont’d)
The Bank as Lessee

Assets held under finance leases are recognizadsass of the Bank at their fair value at the date
of acquisition. The corresponding liability to tlessor is included in the balance sheet as a fenanc
lease obligation. Finance costs, which represemt difference between the total leasing
commitments and the fair value of the assets agduare charged to the income statement over the
term of the relevant lease so as to produce a awingeriodic rate of charge on the remaining
balance of the obligations for each accountingqakeri

Leases of assets under which all risks and benaffitsvnership are effectively retained by the
lessor are classified as operating leases. Paymeads under operating leases are charged to the
statement of income on a straight line basis dweiperiod of lease.

Fair Values of Financial Instruments

The term financial instruments include both finahassets and financial liabilities, and also

derivatives. Financial instruments are fundametttahe Bank’s business and constitute the core
element of its operations. The risks associatedh Viihancial instruments are a significant

component of the risks faced by the Bank. Finaniciatruments create, modify or reduce the
liquidity, credit and market risks of the Bank'sldnace sheet. The Bank trades in financial
instruments for customer facilitation and as ppaci

The Bank accounts for financial instruments onaalé date basis. After initial recognition, the
Bank measures financial assets, including derigatihat are assets, at their fair values, except fo
loans and receivables originated by the enterpsisé not held for trading, held-to-maturity
investments and any financial asset that does ane B quoted market price in an active market
and whose fair value cannot be reliably measurbds@ financial assets that are excluded from
fair valuation and that have a fixed maturity areasured at amortised cost using the effective
interest rate method. Those that do not haveal firaturity are measured at cost. All financial
assets are reviewed periodically for impairment.

Various financial instruments are accounted fdamtvalue, as described above and in the related
accounting policies notes. Other financial instraotaeare accounted for amortised cost but
disclosure is required of fair value for compariqmrposes, wherever practible fair value is the
amount for which an asset could be exchanged iab#ity settled, between knowledgeable willing
parties in an arms length transaction. Fair vadugest evidenced by a market price, being the amoun
obtainable from the sale, or payable on the adprisiof a financial instrument in an active markiet
one exists.

In cases where no market price in an activelyetladarket could be find, other measures of faueval
are considered. These include comparison with &infihancial instruments that do have active
markets and calculation of present values on annial rate of return basis. Where no reliable egém
of fair value is available, amortised cost is uasdhe carrying value. As there is a wide range of
valuation techniques, it may be inappropriate tmmgare the Bank’s fair value information to
independent markets or to other financial institodl fair value information.
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3.

3.13

3.14

SIGNIFICANT ACCOUNTING POLICIES (cont'd)
Fair Values of Financial Instruments (cont’)l

Gains or losses on financial assets or liabdlitield for trading are included in net profit asddor

the period in which they arise. Gains or losseawmilable-for-sale financial assets are included in
net profit or loss for the period in which theysari For those financial assets and financial
liabilities carried at amortized cost, a gain osdds recognized in net profit or loss when the
financial asset or liability is derecognized or &imgd, as well as through the amortization process.

As discussed below, for certain financial asseid liabilities carried at cost, the fair values ar
assumed not to differ significantly from cost, daghe short-term nature of the items involved or
because interest rates applicable to such itemgagiable at such short notice that interest income
or expense on such items would never differ sigaiftly from market rates.

The following methods and assumptions were usedstimate the fair value of each class of
financial instrument for which it is practicabledstimate that value.

Central Bank accounts and balances with banks:ca@hging amount is a reasonable estimate of
fair value.

Interbank funds: Estimated fair valuegntérbank funds borrowed and sold are the amqayable
on demand at the reporting date.

Securities portfolio: Fair value is estimated gsquoted market prices wherever applicable. For
those where no market price is available, the aagrgmounts in the books are estimated to be
their fair values.

Loans: The major portion of the loans shert-term and have interest rates that are sutgec
fluctuation at short notice in accordance with pilg interest rates in the market. Management
believes that the risk factors embedded in theyewdiue of interest rates and subsequent rate
changes along with the related allowances for decibility and assessment of risks associated
with the loan book result in a fair valuation oéits.

Securities under resale and repurchase agreemdmscarrying amount is a reasonable estimate
of fair value.

The fair values of balances denominated in foreigmencies, which are translated at period end
exchange rates along with related accrued inteaesgstimated to be their fair values.

Risk Management
Through its normal operations, the Bank is expdsea number of risks, the most significant of
which are liquidity, credit, operational and markek. Responsibility for the management of these

risks rests with the Board of Directors, which deles the operational responsibility to the Bank’s
general management and appropriate sub-committees.
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3. SIGNIFICANT ACCOUNTING POLICIES (cont'd)

3.14 Risk Management (cont’d)
Liquidity risk

Liquidity risk is a substantial risk in Turkish rRats, which exhibit significant volatility. The
Bank is exposed to an acceptable degree of misntstheen the maturities of its assets and
liabilities.

In order to manage this risk, the Bank measurdsr@amages its cash flow commitments on a daily
basis, and maintains liquid assets which it judsggBcient to meet its commitments.

The Bank uses various methods, including predistioh daily cash positions, to monitor and
manage its liquidity risk to avoid undue concemrabf funding requirements at any point in time
or from any particular source.

Credit risk

Credit risk arises where the possibility exista@ounter party defaulting on its obligationseTh
most important step in managing this risk is théahdecision whether or not to extend credit.
The granting of credit is authorized at the Boardel or at appropriate levels of management
depending on the size of the proposed commitmandtjraaccordance with banking regulations in
Turkey. The Bank places emphasis on obtaining @efft collateral from borrowers including,
wherever possible, mortgages or security over hsets.

The day-to day management of credit risk is dex@lo individual business units, which perform
regular appraisals of counter party credit quatitganformation.

Market risk

Market risk is the risk that changes in the lefeéhterest rates, currency exchange rates or ibe pf
securities and other financial contracts will hare adverse financial impact. The primary risks
within the Bank’s activities are interest rate axthange rate risk. The Bank’s management of its
exposure to market risk is performed through theefsand Liability Committee, comprising
members of senior management, and through limite@paositions which can be taken by Bank's
treasury and securities trading divisions.

Interest rate risk

The Bank is exposed to interest rate risk eithesugh market value fluctuations of balance sheet
items, i.e. price risk, or the impact of rate chesgn interest sensitive assets and liabilities. |
Turkey, the interest rates are highly volatile #mid may result in significant changes in prices of
financial instruments including government bondsl dreasury bills. The major sources of
funding are borrowings. Because of the duratiop batween funding liabilities and interest
bearing assets a significant increase in intesgssrmay cause the Bank to incur significant costs.
Interest rate sensitivity of the assets, liab#itend off-balance sheet items are managed by the
Bank. Progressive forecasting is determined withuition reports, interest rate fluctuations
effect are identified with sensitivity reports asckenario analysis. The cash need in the terms is
determined with Gap analysis.
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3.

3.14

3.15

3.16

3.17

SIGNIFICANT ACCOUNTING POLICIES (cont'd)
Risk Management (cont’d)

Operational risk

Operational risk arises from the potential for fin@l loss or reputation damage as a result of
inadequate systems (including systems breakdownoy,se poor management, breaches of internal
controls, fraud or external events. The Bank’'drmss units manage this risk through appropriate
risk controls and loss mitigation actions. Thestoas include a balance of policies, procedures,
internal controls and business continuity arrangeme

Currency risk

Assets and liabilities denominated in foreign aucres together with purchase and sale commitments
give rise to foreign currency exposure. The Bandstimated not to be exposed to foreign exchange
risk, short or long position because of uncertesntind volatility of the markets. The Bank does not
have or has a very limited short position relaedoreign exchange risk. In the circumstances of

foreign exchange risk due to client transactions, Bank take contrary position not to have foreign

exchange risk.

Cash and Cash Equivalent Items
Cash and cash equivalent items seen in the statashcash flows consist of liquid assets.

Use of Estimates

The preparation of financial statements in conformvith International Financial Reporting
Standards requires management to make estimatesassuiptions that affect the reported
amounts of assets and liabilities and disclosumeafingent assets and liabilities at the datdnef t
financial statements and the reported amountsvaintge and expenses during the period. Actual
results could differ from those estimates.

Derivatives

In the normal course of business, the Bank is ayptr forward (derivatives) transactions.
Derivative financial instruments that are not deaigd as hedging instruments are classified as
held-for-trading and carried at fair value, withadiges in fair value included in net profit or loss.
The Bank has not entered into any transactiong;iwdie accounted as hedges.

Derivative financial instruments including foreigrRchange contracts is initially recognized in the
balance sheet at cost and subsequently are reradasutheir fair value. Fair values are obtained
from quoted market prices, to the extent publichaikable, discounted cash flows and options
pricing models as appropriate. All derivatives eaeried as assets when fair value is positive and
as liabilities when fair value is negative.
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3.

3.18

3.19

SIGNIFICANT ACCOUNTING POLICIES (cont'd)
Impairment

At each balance sheet date, the Bank reviews thigircg amounts of its tangible and intangible
assets to determine whether there is any indicatianthose assets have suffered an impairment
loss. If any such indication exists, the recoveradmnount of the asset is estimated in order to
determine the extent of the impairment loss (if)Janyhere it is not possible to estimate the
recoverable amount of an individual asset, the Bzstimates the recoverable amount of the cash-
generating unit to which the asset belongs.

Recoverable amount is the higher of (i) the safeef the asset (less any selling costs); (i th
present value of the cash flows which are expactedise from future use of the asset.

If the recoverable amount of an asset (or cashrgéng unit) is estimated to be less than its

carrying amount, the carrying amount of the assesh-generating unit) is reduced to its

recoverable amount. Impairment losses are recednis an expense immediately, unless the
relevant asset is carried at a revalued amounghich case the impairment loss is treated as a
revaluation decrease.

Management of the Bank believes that there is mlicétion of internal or external factors
implying any impairment of its assets.

Offsetting
Financial assets and liabilities are offset andrnibeamount reported in the balance sheet when
there is a legally enforceable right to set off theognized amounts and there is an intention to

settle on a net basis, or realize the asset atld get liability simultaneously.

BALANCES WITH THE CENTRAL BANK

31 December 31 December
2004 2003
TL Billion TL Billion
Time deposits  — Foreign Currency (“FC”) 311 751
Required reserves — Turkish Lira (“TL") 74 91
Required reserves — Foreign Currency (“FC") 846 1,948
Total Balances with Central Bank 1,231 2,790

As at 31 December 2004, the time deposits witiCietral Bank denominated in foreign currency,
mature at most in 2 days and earn interest atateeaf 1.04% per annum (31 December 2003,
0.40% to 0.80% per annum). The Bank keeps requ@serves in blocked accounts of the Central
Bank according to the regulations set by the BapKRegulation and Supervision Agency.
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5. BALANCES WITH BANKS

31 December 31 December
2004 2003
TL Billion TL Billion

Domestic Banks
Time deposits — TL 2,001 5,124
Banks Abroad
Demand deposits — FC 244 670
Time deposits — FC 1,746 -
Total Balances with Banks 3,991 5,794

As at 31 December 2004, the balances with domleatiks mature in 3 days and earn interest rate at
19% per Turkish Lira. As at 31 December 2004, #arixes with banks abroad mature in 3 days and
earn interest rate at 2% per US Dollars (31 Dece2®@3, the balances with domestic banks, mature
in 3days and earn interest at rate 26-26ger annum per Turkish Lira).

6. INTERBANK FUNDS SOLD
As at 31 December 2004, Interbank funds sold atmmauto TL 2,502 Billion (31 December 2003:
TL 4,333 Billion) represent TL placements made tigio Interbank transactions governed by the
Turkish Central Bank maturing within 3 days witle timterest rates of 18% (31 December 2003: 3
days with the interest rate of 26%).

7. SECURITIES PORTFOLIO (NET)

31 December 31 December
2004 2003
TL Billion TL Billion
Held for Trading:
Government bonds and treasury bills 2,226 9,897
Securities with repurchase agreements 4,979 4,244
7,205 14,141
Available for Sale
Affiliates 4,358 52
Total Securities Portfolio (Net) 11,563 14,193

The Bank has 2 investments, one of them is a catparwith Gap Pazarlama, Kog.Net and Jari

in their project of e-commerce in Agromarket ane tther one is Calikeker Konsorsiyum.
Agromarket, has established a web site, “www.kdbentom” to engage in e-sales of cotton. The
site is the first e-cotton platform of Turkey ane&ad East. The site has started its operations in
December 2000, and has been the first B2B onlittercsales Portal. The other investment of the
Bank is CalikSeker Konsorsiyum Yatirim A. that has been established in 30 December 2003 to
invest in banks established in Turkey or abroad.
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7. SECURITIES PORTFOLIO (NET) (contd)

In the accompanying financial statements, the akhdl for sale asset consists of 44.27%
participation in Agromarket amounting of TL O Bih and 24% participation in Calfleker
Konsorsiyum Yatirim A5. amounting of TL 4.358 Billion (31 December 2088romarket 44.27%,
TL 39 Billion, CalikSeker Konsorsiyum Yatirim A. 24%, TL 13 Billion).

Agromarket which is an investment in associate@anted for under the equity method . C8keker
Konsorsiyum Yatirrm A5. (“Calik Seker Konsorsiyum”) which is an investment in asstiis
accounted for under equity method in 2003. Theesharchase agreement for the Bank established
in Albenia between Saving Deposit and InsurancedKUBDIF”) and CalikSeker Konsorsiyum has
been signed off during the year but the actualeshtnansfer of the Bank in Albenia has not been
realized as at 31 December 2004. Since the maablestment reason of the investment in associate
is to buy a bank established in Albenia has nohlealized and there has been some uncertainaties
for the significant influence over the bank in Afiee the investment in associate is accounted at
restated cost as at 31 December 2004.

Net book value of Agromarket was determined as W8as 2,053,981 according to the valuation
report obtained as of 31 December 2004.

The equity in appropriated net loss of associateusmting to TL 58 Billion for Agromarket is reflecte
in the statement of income (31 December 2003: TBiBibn net income for Agromarket).

Marketable securities are initially booked at c@ivernment bonds and treasury bills traded orkstoc
exchanges are valued at weighted average markes@s at the balance sheet date in the currant yea
financial statements; government bonds and tredslsytraded on stock exchanges but not traded as
at the balance sheet date are valued at weightadgey market prices of the last transaction date.
Valuation for government bonds and treasury hillsich are not traded on a stock exchange, is made
based on the prices announced by the Turkish C&atre.

Estimated fair values for government bonds anadtmgebills that are traded on a stock exchange were
calculated based on the prices quoted on the Lgt&tbck Exchange.

The fair values of government bonds and treasuly thiat are quoted on the stock exchange have
been compared with their book values and unrealgad on them is TL 284 Billion as at 31
December 2004 (31 December 2003: TL 815 Billion).

The blocked securities kept in the Central BaitdKB Takas ve Saklama Bankasi SA.(stock
exchange settlement bank) for the purposes ofngagliarantee on Interbank and reverse repurchase
markets as at 31 December 2004 amounted to TL ZB#86n (31 December 2003: TL 13,326
Billion).

Securities portfolio includes TL 4,760 Billion (Flecember 2003: TL 3,867 Billion) securities sold
with agreement to repurchase (“repo”) as at thartoal sheet date. The Bank recorded TL 219 Billion
as income on securities with repo agreements hemgeriod end income accrual. (31 December
2003: TL 377 Billion).
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7. SECURITIES PORTFOLIO (NET) (contd)

Maturity analysis of government bonds and, treabilly as at 31 December 2004 and 31 December
2003 are as follows:

31 December 2004 Uptol 1-3 3—-6 6-12 Overl2

(TL Billion) month  months months months  months Total
Government Bonds - - - 5,662 393 6,055
Treasury Bills - - - 1,150 - 1,150
Total - - - 6,812 393 7,205
31 December 2003 Uptol 1-3 3-6 6-12 Overl2

(TL Billion) month  months months months  months Total
Treasury Bills - 1,202 - 12,340 599 14,141
Total - 1,202 - 12,340 599 14,141

8. LOANS (NET)

31 December 31 December
2004 2003

SHORT TERM LOANS TL Billion TL Billion
Secured export loans — (TL) 19,944 18,326
Secured export loans — (FC Denominated) 67 -
Factoring loans 2,362 1,762
Other secured loans 17,929 10,537
OVERDUE LOANS 15 17
TOTAL LOANS 40,317 30,642
Less: Provisions
Specific loan loss provisions (15) a7
TOTAL PROVISIONS (15) a7
TOTAL LOANS (NET) 40,302 30,625

The Bank mainly extends short-term loans to custeméh maturities within one year. Interest
rates charged for Turkish Lira loans varied betw2@%-45.96%, (2003: 26.5% - 41.1%). Other
secured loans consist of foreign currency indexeohd of TL 668 Billion as of 31 December
2004 (31 December 2003: TL 150 Billion). Interestes charged for foreign currency indexed
loans varied between 9.44%-10.57% (2003: 5.3% %)..5
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8. LOANS (NET) (cont'd)

Loans can be analyzed by currency as follows:

Currency

Turkish Lira
US Dollars

Sectoral analysis of loans is as follows:

Sector

Trade
Construction
Electricity
Finance
Textile
Other

Since the Bank is an investment bank and the imasst banks have a right to do factoring
facilities, the Bank began to use this opportumity2002 and continued factoring operations in

31 December

31 December

2004 2003

TL Billion TL Billion
40,234 30,625

68 -
40,302 30,625

31 December

31 December

2004 2003
% %
35 55
23 13

- 4
30 6
9 11

3 11
100 100

2004. The Bank follows those transactions undetase portfolio.

9. LEASING RECEIVABLES (NET)

Years

2004
2005
2006
2007

Gross lease receivable
Less: Unearned interest income
Net leasing receivables

31 December

31 December

2004 2003
TL Billion TL Billion
- 6,289
5,343 5,760
3,462 3,775
580 630
9,385 16,454
(319) (765)
9,066 15,689

22



CALIK YATIRIM BANKASI A.  S.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED 31 DECEMBER 2004 AND 2003

(Amounts expressed in billions of Turkish Lira (Tih)terms of the purchasing power of the TL at 3c@nber 2004 (note 2))

9. LEASING RECEIVABLES (NET) (cont'd)

Foreign Currency

31 December 2004

Type TL Billion
US Dollar 1,229 2
EURO 3,048,858 5,584
CHF 3,199,746 3,798
TRL (Billion TL) 1
TOTAL 9,385

10. PREMISES AND EQUIPMENT (NET)

Machinery and Equipment
Furniture and Fixtures
Vehicles

Intangibles

Leasehold Improvements
Others

Premises and Equipment

Less: Accumulated Depreciation
Premises and Equipment (Net)

11. OTHER ASSETS

Prepaid Expenses
Transitory Accounts
Advances Given

Premium Income Accruals
Others

31 December

Equivalent in 31 December 2003 Equivalent in

Amount TL Billion
2,366 3
5,166,499 10,363
4,723,999 6,086
2 2
16,454

31 December

2004 2003
TL Billion TL Billion
658 548
615 225
290 290
1,648 1,548
700 288
10 24
3,921 2,923
(2,573) (2,017)
1,348 906

31 December

31 December

2004 2003
TL Billion TL Billion

257 32

608 253

5 294

110 -

24 -

1,004 579
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12. BORROWINGS

31 December 31 December
2004 2003
TL Billion TL Billion
Financial:
Domestic Banks-Foreign Currency 1,343 3,192
Foreign Banks — Foreign Currency 5,706 9,820
7,049 13,012
Non-Financial:
Payables to Suppliers 3,274 5,744
Total Borrowings 10,323 18,756

Financial borrowings: TL 1,343 Billion of the bowings are from domestic banks (31 December
2003:TL 3,192 Billion), that bears interest at tiage of 2.35%, (31 December 2003:1.35% to
1.25%) and mature in January 2005 and TL 5,706oBilbf the borrowings are from foreign banks
(2003:February 2004 TL 9,820 Billion), that beassiable interest rates within the range of 3.4%
to 6%, (2003:2.65% to 6%) maturing in June 2005arch 2007 (2003: June 2005 to March
2007).

Non-financial part of borrowings part is the lomgrh payables to the suppliers regarding to the
purchases of the machinery and equipment, whichudgject to the leasing transactions.

13. TAXATION

Corporate Tax

The Bank is subject to Turkish corporation taxesvigion is made in the accompanying financial
statements for the estimated charge based on tiiéB&sults for the year.

Corporation tax is applied on taxable corporateoime, which is calculated from the statutory
accounting profit by adding back non-deductibleenges, and by deducting dividends received
from resident companies, other exempt income avekiment incentives utilized.

The effective rates of tax are as follows:

* In 2003: 30% (the funds contribution was abolisfed2004).

* In 2004: 33% (the corporate tax rate was incredsmd 30% to 33% by Law No.
5035 published in the Official Gazette on 2 Jan29§4).

* In 2005: 30%

In Turkey, advance tax returns are filed on a aqubrtbasis. The advance corporate income tax
rate was increased from 25% to 30%, effective fradnApril 2004, and to 33% for 2004.
Corporate income tax rate was decreased to 3020fa5.

Losses can be carried forward for offset againsiréutaxable income for up to 5 years. Losses
cannot be carried back for offset against profitenf previous periods.
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13.

TAXATION (cont'd)

Corporate Tax (cont'd)

In Turkey there is no procedure for a final andrdgé¥e agreement on tax assessments. Companies
file their tax returns by 15 April in the next yefmlowing the close of the accounting year to
which they relate. Tax authorities may, howeveramixie such returns and the underlying
accounting records and may revise assessments\fiithiyears.

Income Withholding Tax

In addition to corporate taxes, companies showdd ehlculate income withholding taxes and funds
surcharge on any dividends distributed, exceptémnpanies receiving dividends who are resident
companies in Turkey and Turkish branches of foreigmpanies. The rate of income withholding
tax is 10% starting from 24 April 2004. Undistribdtdividends incorporated in share capital are
not subject to income withholding taxes.

Income withholding tax was also calculated in 2868 prior years on various types of income and
gains exempt from corporation tax, whether disteduor not. Such withholding tax has been
removed in general. However, 19.8% withholding tsustill applied to investment allowances

relating to investment incentive certificates obal prior to 24 April 2004. Such allowances may
be used to relieve corporation tax liability urtie profits reach the calculated level of exemption
If companies fail to make a profit or incur lossasy allowance outstanding may be carried
forward to following years so as to be deductednfrimxable income of subsequent profitable
years.

Inflation Adjusted Tax Calculation

For 2004 and previous years, taxable profits wateutated without any inflation adjustment to
the statutory records, except that fixed assetsttamdelated depreciation were revalued annually.
Law No. 5024 published in the Official Gazette N®332 on 30 December 2004 requires the
application of inflation accounting in Turkey in@®and future years for tax purposes, if the actual
rate of inflation meets certain thresholds, usinggiples which do not differ substantially from
the principles in IAS 29 “Financial Reporting in pBrinflationary Economies”. Application of the
new principles was optional in the first quarteatjvance tax return in 2004.

Deferred Tax
The Bank recognizes deferred tax assets and tiabilbased upon temporary differences arising
between its financial statements as reported f&SIFpurposes and its statutory tax financial

statements. These differences usually result imabegnition of revenue and expenses in different
reporting periods for IFRS and tax purposes.
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13.  TAXATION (contd)

In the accompanying financial statements deferged asset / liability and corporate tax are

comprised of the following:

a) Balance Sheet:

Corporate tax provision
Prepaid taxes

Deferred tax liability

b) Income Statement:

Current income tax
Deferred tax charge/(benefit)

c) Temporary Differences Subject

to Deferred Tax:

Leasing adjustment
Economic life of fixed assets
Retirement pay provision
General loan losses provision

Components of Deferred Tax

(19.8%)
Leasing adjustment
Economic life of fixed assets
Retirement pay provision
General loan losses provision

Deferred tax (asset)/liability

Allowance for deferred tax assets (-)

Net deferred tax (asset)/liability

31 December

31 December

2004 2003
TL Billion TL Billion
1,299 3,148
1,299 3,148
- 887
- 887
2004 2003
TL Billion TL Billion
1,299 3,148
(779) (1,103)
520 2,045
31 December 31 December
2004 2003
TL Billion TL Billion
- 4744
(61) -
(48) (38)
(358) (222)
(467) 4,484
- 939
(12) -
(10) (8)
(72) (44)
(93) 887
93 -
- 887
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13.  TAXATION (contd)

d) Movement of deferred tax (asset) /

liability: 2004 2003

TL Billion TL Billion
Opening balance at 1 January 887 2,268
Monetary (gain)/loss (108) (278)
Current year benefit (779) (1,103)
Closing balance at 31 December - 887

14. SUNDRY CREDITORS

31 December 31 December
2004 2003
TL Billion TL Billion
Payables to Compulsory Government Funds 19 28
Customer Accounts (*) 2,718 1,67C
Others 755 151
3,492 1,849

(*) As at 31 December 2004, TL 1,527 Billion campd of the no interest bearing payables to the
Group companies (31 December 2003: TL 1,216 Billion

15. PROVISIONS

31 December 31 December
2004 2003
TL Billion TL Billion

PROVISION FOR RETIREMENT
At 1 January 38 28
Provision for the year 15 18
Indexation effect (net) (5) (8)
At Period End 48 38
GENERAL LOAN LOSS PROVISIONS
At 1 January 222 -
Provision for the year 164 222
Indexation effect (net) (27) -
At Period End 359 222
TOTAL PROVISION 407 260
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15. PROVISIONS (cont'd)

16.

17.

Retirement Pay Provision:

Lump sum payments are made to all employees wire fedm the Bank or whose employment is
terminated for reasons other than misconduct. Theuat payable is 30 days gross pay for each
year of eligible service. The rate of pay thatukng at 31 December 2004 is subject to a maximum
of TL 1,547,740,000.

Under the definitions contained in Internationalcéanting Standard No 19, “Employee Benefits”
the Turkish retirement pay system is an unfunddihel@ benefit scheme. Consequently IAS 19
requires that a provision be built up for employeesrued entittement as calculated actuarially.

In the accompanying financial statements the prawit©ias been made on an estimated basis in
compliance with International Accounting Standawa 19.

Actuarial calculations are not available for thenBa accrued liability but for the purposes of thes
financial statements a calculation has been prdmgsuming a real discount rate of 5.45% (the net
of inflation of 10% and a discount rate of 16%).

OTHER LIABILITIES

31 December 31 December
2004 2003
TL Billion TL Billion
Payment Orders 22 120
Transitory Accounts 785 343
807 463
SHARE CAPITAL
31 December 31 December
2004 2003
Paid-Up Paid-Up
Capital Capital
Shareholders % TL Billion % TL Billion
Calik Holding AS. 91,5 12,353 91,5 12,353
GAP Guneydgu Tekstil
Sanayii ve Ticaret A. 45 607 4.5 607
Ahmet CALIK 2,0 270 2,0 270
Mahmut CALIK 1,0 135 1,0 135
Ali AKBULUT 1,0 135 1,0 135
100 13,500 100 13,500
Effect of inflation 26,106 26,106
39,606 39,606
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18.

19.

OTHER OPERATING INCOME

Income From Fees and Commissions on Loans

Income From Banking Services
Other

OTHER OPERATING EXPENSES

Personnel Expenses

Taxes and Dues Paid

Depreciation and Amortization
Commission Expenses
Administrative Expenses and Other

29

2004 2003
TL Billion TL Billion
1,494 1,078
1,134 1,751
230 684
2,858 3,513
2004 2003
TL Billion TL Billion
2,241 1,824
312 351
564 405
32 110
2,098 2,071
5,247 4,761
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20.

MATURITY ANALYSIS OF THE BALANCE SHEET

Maturities of assets and liabilities as at 31 Dawer 2004:

From 1 Month

From 3 Months

1 Year and More

On Demand Up To 1 Month To 3 Months To 1 Year Than 1 Year Total
TL Billion TL Billion TL Billion TL Billion TL Billion Undistributed TL Billion
ASSETS
Liquid Assets 314 - - - - - 314
Balance with the Central Bank - 1,231 - - - - 1,231
Balances with Banks 244 3,747 - - - - 3,991
Interbank Funds Sold - 2,502 - - - - 2,502
Securities Portfolio (Net) - - - 6,892 313 4,358 11,563
Loans (Net) - 8,643 13,112 18,547 - - 40,302
Leasing Receivables (Net) - 480 760 3,474 4,352 - 9,066
Premises and Equipment (Net) - - - - - 1,348 1,348
Other Assets 590 - - - - 414 1,004
Total 1,148 16,603 13,872 28,913 4,665 6,120 71,321
LIABILITIES
Borrowings - 1,581 412 2,546 5,784 - 10,323
Funds Obtained in Exchange of Securities
Sold - 4,760 - - - - 4,760
Taxes and Dues Payable 219 - - - - - 219
Corporate Tax - - - 1,299 - - 1,299
Sundry Creditors - 3,492 - - - - 3,492
Provisions - - - - - 407 407
Other Liabilities - 154 628 25 - - 807
Total 219 9,987 1,040 3,870 5,784 407 21,307
SHAREHOLDER'S EQUITY
Share Capital - - - - - 39,606 39,606
Legal Reserves - - - - - 1,610 1,610
Accumulated Profit/(Loss) - - - - - 8,798 8,798
Total - - - - - 50,014 50,014
TOTAL LIABILITIES &
SHAREHOLDER'S EQUITY 219 9,987 1,040 3,870 5,784 50,421 71,321
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20.

MATURITY ANALYSIS OF THE BALANCE SHEET (cont'd)

Maturities of assets and liabilities as at 31 Ddoan2003:

From 1 Month

From 3 Months

1 Year and More

On Demand Up To 1 Month To 3 Months To 1 Year Than 1 Year Total
TL Billion TL Billion TL Billion TL Billion TL Billion Undistributed TL Billion

ASSETS
Liquid Assets 446 - - - - - 446
Balance with the Central Bank 752 2,038 - - - - 2,790
Balances with Banks 671 5,123 - - - - 5,794
Interbank Funds Sold - 4,333 - - - - 4,333
Securities Portfolio (Net) - - 1,203 12,341 597 52 14,193
Loans (Net) - 25,124 1,119 4,382 - - 30,625
Leasing Receivables (Net) - 491 885 4,493 9,820 - 15,689
Premises and Equipment (Net) - - - - - 906 906
Other Assets - - - - - 579 579

Total 1,869 37,109 3,207 21,216 10,417 1,537 75,355
LIABILITIES
Borrowings - 3,657 897 4,447 9,755 - 18,756
Funds Obtained in Exchange of Securities
Sold - - 905 2,962 - - 3,867
Taxes and Dues Payable - 140 - - - - 140
Corporate Tax - - - 3,148 - - 3,148
Sundry Creditors - - - - - 1,849 1,849
Provisions - - - - - 260 260
Other Liabilities - - - - - 463 463
Deferred Tax Liability (Net) - - - - - 887 887

Total - 3,797 1,802 10,557 9,755 3,459 29,370
SHAREHOLDER'S EQUITY
Share Capital - - - - - 39,606 39,606
Legal Reserves - - - - - 1,235 1,235
Accumulated Profit/(Loss) - - - - - 5,144 5,144

Total - - - - - 45,985 45,985
TOTAL LIABILITIES &
SHAREHOLDER'S EQUITY - 3,797 1,802 10,557 9,755 49,444 75,355
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21. RELATED PARTY TRANSACTIONS AND BALANCES

The accompanying financial statements include aleviing balances due from or due to
related parties:

31 December 31 December

2004 2003
TL Billion TL Billion
Due from related parties:
Loans 19,893 17,860
Leasing receivables (net) 9,066 15,687
Non-cash loans: 53,295 53,360
Due to related patrties:
Sundry creditors 1,527 1,149
2004 2003
TL Billion TL Billion
Transactions with related parties:
Interest income on financial leases 328 627
Interest income on cash loans 5,689 2,638
Commission income 617 569
Rent expenses (89) (132)
Other administrative expenses (54) (41)
22. COMMITMENTS AND CONTINGENCIES
31 December 31 December
2004 2003
TL Billion TL Billion
Letters of guarantee (TL) 27,513 18,954
Letters of guarantee (FC) 22,384 26,419
Acceptance credits 10,156 15,833
Letters of credit (FC) 14,090 4,860
74,143 66,066

The non-cash exposures to the group companiepris@rof 72% (2003: 81%) of the total
balance, amounting to TL 53,295 Billion (2003: T3,360 Billion).
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22.

23.

24,

COMMITMENTS AND CONTINGENCIES (cont'd)

The foreign currency position of the Bank can bamarized as follows:

31 December 31 December
2004 2003

TL Billion TL Billion
Total foreign currency assets 13,211 19,757
Forwards (buy) 130 -
Total foreign currency liabilities (13,308) (208
Forwards (sell) (129)
Net foreign currency position (96) (541)

The Bank does not expect any counter partiesitdofaneet their obligations arising on off

balance sheet transactions.

INVESTMENT INCENTIVES

The Bank has obtained investment incentive cedtiéis from the Under Secretariat of Turkish
Treasury for its various investments in direct ficiag leases. Such incentives include
exemptions from custom duties on machinery andpegent to be imported and investment

allowances at 100% on the approved capital expetedit

Investment allowance is deductible from taxablefits for the purposes of corporation tax
calculations. Such allowances are recognized dwertérm of the related lease contracts
unless the utilization of the allowances per statutax computation exceeds the term of the

lease contract.

SUBSEQUENT EVENTS

The employee termination indemnity ceiling haseéased to TL 1,648,900,000 commencing on

1 January 2005.
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