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Independeat auditor’s report

Ta the Board of Directors ofAk Finansal Kiralama A.Ş.

We have audited the accompanying financial statements of Ak Finansal Kiralama A.Ş. (“the
Company”) which comprise the statement offınancial position as at 31 December 2014 and the related
statement of comprehensive income, statement of changes in equity and statement of cash flows for
the yearthen ended, anda summary of signifıcant accounting policies and other explanatory notes.

Maoagcment’s responsibilitv for the financial statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with international Financial Reporting Standards and for such internal control as
managemeni determines is necessaıy to enable preparation of financial statements that are free from
material rnisstatement, whelher due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our atıdit. We
conducted our audit in accordance with İnternational Standards on Auditing. Those standards reqııire
that VC comply with ethical reqııirements and plan and perform the audit to obtain reasonable
assurance aboııt whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether dıte to fraud er
eror. in making those risk assessments, the auditor considers intemal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design aııdit procedures that are
appropriate in the circıımstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. An audit alsa includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as vell as
evaluafing the overali presentation of the financial statements.

\Ve believe that the audit evidence ve have obtained is suffıcient and appropriate to provide a basis for
our audit opinion.

Opinion

in our opinion, the financial statements present fairiy, in al! material respects, the financial position of
Ak Finansal Kiralanıa A.Ş. as at 31 December 2014, and its financial performance and its cash flows
for the year then ended in aceordance with İnternational Financial Reporting Standards.

Güney - ene ve Serbest Muhasebeci Mali Müşavirlik Anonim Şirketi
A nı t Young Global Limited

(
Partn

uücŞ

February 25, 2015
Istanbul, Tıırkey

A membcr f!,m of E,ntt t oo,ıq Gıob.l Uıııj
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AK FİNANSAL KİRALAMA A.Ş.

STATEMENT OF FINANCİAL POSITİON AT 31 DECEMBER 2014
(Amounts exprcssed in thousands ofTurkish Lira (TL), unless oıhcnvise indicaıcd.)

ASSETS No(es 31 December 2014 31 December 2013
Cash and cash equivalents 2 -

Due from hanks 5 132695 171,707
Finance lease receivables 6 3,800,066 3,3 14,901
Other assets and prepaid expenses 8 13,883 17,785
Derivative fınancial assets held for trading 7 4,427 344
Derivative fınancial assets heid for hedging 7 3,210 -

Assets held for sale 10 358 24,694
Property and equipment, net 9 756 1,165
Intangible assets, net 9 545 573
Defen-ed tax asset, net 16 - 5,461

Total assets 3,955,942 3,536,630

LIABIUTI£S

Bonowings 11 2,216,351 2,158.371
Debt securities issued 12 1,05 1,087 684,657
Accounts payable 13 87,198 195,618
Advances from customers 13 19,170 22,458
Derivative fınancial Iiabilities held for trading 7 11,846 52,572
Derivative fınancial Iiabilities heid for hedging 7 337 -

Other liabilities 14 14,864 2,113
Income tax liability 16 4,193 4,603
Employment benefits 15 1,164 888
Deferred tax Iiability. net 16 4.278 -

Total Iiabilities 3,410,488 3,121,280

EQUITY

Share capital 17 188,400 138,400
Adjustment to share capital 17 (13,393) (13,393)

Total paid-in share capital 17 175,007 125,007
Legal reserves 18 30,948 26,345
Retained eamings 339,499 263,998

Total eguity 545,454 415350

Total Iiabilities and eguity 3,955,942 3,536,630

The accompanying notes form an integral pan of these fınancial statements.



AK FİNANSAL KİRALAMA A.Ş.

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2014
(Amoonis expressed in thousands of Turkish Lira (‘TL). unless othenvisc indicated.)

Notes 31 December 2014 31 December 2013

Interest income from direct flnance leases 245,616 195,926
Interest income on placements and transactions with banks 9,253 10,188

Tuh! interest income 254,869 206,114
Interest expense on bonowings (119,703) (94,531)
Interest expense on debt seeurities issued (41,813) (27,256)

Net interest income 93,353 84,327

Foreign exchange gains. including net gains or losses frorn dealing
in foreign euftency (18.015) 57.16!

Net interest income after foreign exchange gains er losses 75,338 141,488

Net trading, hedging and fair value income/Ooss) 49,906 (5 1,342)
Fee and commission income/(expenses), net 6,473 2,991
!mpairment 1055 on fınance lease receivabks 6 (19.862) (24.27!)
Recoveries from impaired kase receivables 6 5.188 2.453
Other income/(expenses). net 635 90
Operating epenses 19 (17.491) (17.606)
Operating profıt 100,187 53,806

Income before tax 100,187 53,806
Taxation on income 16 (20.083) ( 10.84!)

Net income for the year 80.104 42.965

Other comprehensive income to be reclassirıed to profıt er !oss
in subsequent periods

- 62
- Cash flow Hedge Reserve

- 62

Total cumprehensive income 80.103 43.027

The accompanying notes form an integral pan of these fınancial statements.
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AK FİNANSAL KİRALAMA A.Ş.

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2014
(Amounts expressed in thousünds of TurLish Lira CIL’). unless otherwise indicaled.)

Notes 31 December 2013 31 December 2013

Cash flows from operating activities
Net income for the year 80,104 42,965

Adjustments for;
Depreciation and amortization 9.19 741 622
Re-measurement of derivative

financial instnıments at fair vatue 7 (47,682) 53,325
Unrealizcd fair valuc loss on Iıedged iterns 7 1,299 -

Provision for employment termination beneflts 15 248 242
Provision for legal proceedings 14 (35) 339
Provision for personnel performance bonus 15 1,200 1.200
Provision for impaired receivables 6 19,862 24.271
Deferred tıx charge 16 9,739 (7.574)
Corporate ta chargc 16 10.314 18.415
Taxespaid 16 (10,754) (13,812)
Interest income and foreign exchange gain!(loss). net (93,353) (84,327)
Interestpaid (161,516) (121,565)
Interest received 264,042 201,007
Unrealized foreign cunencv gains/(losses) (11.013) (190,137)
Cnsh Hows from operating profit before ehanges

in operating assets and Iinbilities 63,226 (75,029>

Changes in operating assets and Iiabilities
Net decrease/(increase) in linance Icase receivables (514,271) (1,257,255)
Net decreasel(increase) in other assets and prepaid expenses 102,179 (2,095)
Personnet performance bonus paid 13 (1.200) (800)
Emplovment termination benefıts paid 15 (97) (215)
Net increase in accounts payables (108.420) 87,261
Net (increase)/decrease in advances from custorncrs (3,288) 556
Net (decrease) in other liabilities 6,151 4,306

Net cash (used in)/provided by operating activities (455,720) (1,243,271)

Cash Hows from investing activitics
Purchase of propeny and equipment and intangibles 9 (559) (558)
Sales of propenv and equipmcnt 9 442

Net cash used in from investing activities (117) (558)

Cash flows from fınancing ac6vities
Proceeds from borrowings and debi securitics issued 1,809,673 4.076.739
Payments of borrovings and debt securities issued (1,447.430) (2.874.070)
Capital increase 50,000 50.000

Net cash provided by/(used in) fınancing activities 412,243 1,252,669

Net increase/(decrease) in cash and cash cquivalents (43,594) 8,840
Effect of foreign exchange rate changes

on cash and cash cquivalents 4.513 9.686
Cash and cash equivalents at the heginning of the ‘ear 5 171.594 153,068

Cash and cash eguivalents nt the end of the year 5 132,513 171,594

The accompanying notes form an integral part of these fınancial statements.
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AK FiNANSAL KİRALAMA A.Ş.

NOTES TO THE FINANCİAL STATEMENTS AT 31 DECEMBER 2014
(Amounts esprcssed in tlıousands of Turk-ish Lira (TL”), unlcss othcnvisc indicated.)

NOTE 1- GENERAL INFORMATİON

Ak Finansal Kiralama A.Ş., (“the Company”) was established in İstanbul, Turkey on 14 November
1988, with the name BNP-AK-DRESDNER Finansal Kiralarna A.Ş. pursuant to the licence obtained
from the Undersecretariat of Treasury for the purpose of financial leasing as permitted by law number
3226. At 26 January 2005, the shares of the Company, heid by the BNP Paribas Group and Dresdner
Bank A.G. were purchased by Akbank T.A.Ş. Pursuant to the sales, the Company’s name is changed
to Ak Finansal Kiralarna A.Ş. The registered offlce address of the Company is Sabancı Center Kule: 2
Kat: 8-9. 4.Levent İstanbul, Tıırkey.

The parent of the Company is Akbank T.A.Ş. and ultirnate parent of the Company is Hacı Ömer
Sabancı Holding A.Ş. and as at 31 December 2014, the Company employs 72 employees (31
December 2013:74 employees).

The fınancial statements as at and for the year ended 31 December 2014 have been approved by the
Board of Directors on Februaıy 25, 2015. The General Assembly and certain regulatory bodies have
the power to amend the statutoıy financial statements after issue.

NOTE 2- SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adapted in the preparation of these financial statements are set out
below. These policies have been consislently applied to alI the years presented, unless othenvise
stated.

2.1 BASIS OF PRESENTATİON

Accounting standards

These financial statements are prepared in accordance with the international Financial Reporting
Standards (“IFRS”), including the International Accounting Standards (“IAS”) issued by the
international Accounting Standards Board (“IASB”) and interpretations issued by the International
Financial Reporting lnterpretations Commiuee (“IFRIC”).

The Company maintains its books of account and prepares its statutory financial sİatements in
thousands of Turkish Lira (“TL”) which is the Company’s functional and presentation currency, in
accordance with commııniqud “Uniform Chart of Accounts, Disclosures and Form and Nature of
Financial Statements lo be lssued By Leasing, Factoring and Consumer Finance
Companies”C’Financial Statement’s Communique’) issued by the Banking Regulation and
Supervision Agency (“BRSA”), Turkish Commercial Code, Leasing Law and tax legislation.

The financial statements are based on the historical cost convention, except for the derivative
instruments which are stated nt their fair values. The carrying values of recognised assets and
Iiabilities that are hedged items in fair value hedges, and otherwise carried at amortised cost, are
adjusted to record changes in fair value attributable to the risks that are being hedged.

The preparation of financial siatements in conformity with IFRS requires the use of certain critical
accounting estimates. lt also requires management to exercise its judgment in the process of applying
the Company’s accounting policies. The areas involving a higher degree ofjudgment ot complexity, or
areas where assumptions and estimates are signiflcant to the fınancial statements are disclosed in
Note 4.

5



AK FİNANSAL KİRALAMA A.Ş.

NOTES TO THE FİNANCİAL STATEMENTS AT 31 DECEMBER 2014
(Amounts cxpressed in ıhousands of Turkish Lira CTL). unless othenvisc indicated.)

NOTE 2- SIGNIFICANT ACCOUNTING POLICIES (Continued)

Offsetting

Financial assets and liabilitles are offset and the net amount k reported in the balance sheet when there
is a currentiy enforceable legal right to offset the recognized amounts and there is an intention to settle
on a net basis or realize the asset and settle the liability simultaneously.

Going concern

The Company prepared its financial statements on the going concern basis.

Functional and presentation currdncy

Financial statements of the Company have been presented using the currency (functional currency) of
the economic environment in which the Company operates. Financial position and the results of
operations of the Companv have been presented in Thousands ofTurkish Lira (“TL”).

2.2. CHANGES İN ACCOUNTING POLİCIES

2.2.1 Changes in accounting pohicy and disclosures

The accounting pohicies adopted in preparation of the financial statements as at 31 December 2014 are
consistent with those of the previous financial year, except for the adoption of new and amended IFRS
and IFRIC interpretations effective as of 1 January 2014. The effects of these standards and
interpretations on the Company’s financial position and performance have been disclosed in the
related paragraphs.

i) The new standards, amendments and interpretations which are eflective as at 1 Januaıy
2014 are as follows:

IAS 32 Financial Instruments: Presentation - Offsetting Financial Assets and Financial Iiabilities
(Amended)

The amendments emri]’>’ the meaning of “cıırrently has a legaliy enforceable right to set-of?’ and also
ciarif’>’ the application of the JAS 32 offseuing criteria to seulement systems (such as central clearing
house systems) which apply gross settlement mechanisms that are not simultaneous. These
amendments did not have an impact on the financial staİements of the Company.

tERS Interpretation 21 Levies

The interpretation ciariftes that an entity recognizes a liability for a levy when the activity that triggers
payment, as identifıed by the relevant legishation, occurs. It also ciarifles that a levy liability is accrued
progressively only if the activity that triggers payment occurs over a period of time, in accordance
with the relevant legislation. For a levy that is triggered upon reaching a minimum threshold, the
interpretation clarifıes that no liability should be recognized before the specifled minimum threshold is
reached. The interpretation is not applicable for the Company and did not have any impact on the
financial position or perfonnance of the Companv.

6



AK FİNANSAL KİRALAMA A.Ş.

NOTES TO THE FINANCİAL STATEMENTS AT 31 DECEMBER 2014
(Amounts cxpresscd in thousands of Turkish Lira (TL). unlcss othcrwisc indicated.)

NOTE 2- SIGNIFICANT ACCOUNTING POLICIES (Continued)

IAS 36 Impairment of Assets (Amended) - Recoverable Amount Disclosures for Non-Financial
asscts

As a consequenıial amendment to IFRS 13 Fair Value Measıırement, sorne of the diselosure
requirernents in IAS 36 lmpairment of Assets regarding measurement of the recoverable amount of
impaired assets have been modiFıed. The amendments required additional disclosures about the
rneasurement of impaired assets (or a group of assets) with a recoverable amount based on fair value
Iess costs of disposal. These amendments did not have an impact on the financial statements of the
Company.

IAS 39 Financial Instruments: Recognition and Measurement (Amended)- Novation of
Derivatives and Continuation of Hedge Accounting

Arnendments provides a narrow exception to the requiremenc for the discontinuation of hedge
accounting in circumstances when a hedging instrııment is required to be notated to a central
counterparty as a result of laws or regulations. These amendments did not have an impact on the
financial staternents of the Company.

IFRS 10 Consolidated Financial Statements (Amendment)

IFRS 10 is amended to provide an exception to the consolidation requirement for entitles that meet the
definition of an investment entity. The exception to consolidation reqııires investment entities to
account for subsidiaries at fair value through profit or loss in accordance with IFRS. This amendment
is not applicable to the Company and does not have any impact on the financial position or
perfomiance of the Compan.

ii) Standards issued hut not yet cffective and not early adopted

Standards. interpretations and amendments to existing standards that are issued but not yet effective up
to the date of issuance of the financial statements are as follows. The Company wili make the
necessary changes if not indicated otherwise, which viI1 be affecting the fınancial statements and
disclosııres, when the new standards and interpretations become effective.

IAS 19 Defıned Benefıt Plans: Employee Contributions (Amendment)

fAS 19 requires an entity to consider contributions from employees or third parties when accounting
for defıned benefit plans. The amendrnents clariI’ that, if the amount of the contributions is
independent of the number ofyear5 ofservice, an entity 15 permitted to recognize such contribııtions as
a reduction in the sen’ice cost in the period in which the service is rendered, instead of allocating the
contributions to the periods of service. These amendments are to be retrospectively applied for annual
periods beginning on or after 1 JuIy 2014. The amendments wili not have an impact on the financial
position or performance of the Company.

7



AK FİNANSAL KİRALAMA A.Ş.

NOTES TO THE FINANCİAL STATEN{ENTS AT 31 DECEMBER 2014
(Amounts cxprcssed in thousands ofTurkish Lira (TL’>. unless ochenvise indicated.)

NOTE 2- SIGNIFICANT ACCOUNTING POLICIES (Continued)

IFRS 11 Acquisition of an Interest in a Joint Operation (Amendment)

IFRS Il is amended to provide guidance on the accoıınting for acqııisitions of interests in joint
operations in which the activity constitutes a business. This amendment requires the acqııirer of an
interest in ajoint operation in which the activiıy constitutes a business, as defined in IFRS 3 flusiness
Combinations. lo apply ali of the principles on business combinations accounting in IFRS 3 and other
IFRSs except for those principles that confilet with the guidance in Iliis IFRS. in addition. the acquirer
shall disclose the information required by IFRS 3 and other IFRSs for business combinations. These
amendmenis are to be applied prospectively for annual periods beginning on or afler 1 Januan’ 2016.
Earlier application 15 permined. The amendments wili not have an impact on the fınancial position or
performance of the Company.

IAS 16 and IAS 38 - Ciarification of Acceptable Methods of Depreciation and Amortization
(Amendments to JAS 16 and IAS 38)

The amendments ta fAS 16 and IAS 38 have prohibited the lise of revenue-based depreciation for
property, plant and equipment and signifıcantly limiting the ıise of revenue-based amortization for
inıangible assets. The amendments are effective prospectiveiy for annual periods beginning on or after
1 Januaıy 2016. Earlier application k permilled. The amendments wili not have an impact on the
financial position or performance of the Company.

[AS 16 Property, Piant and Equipment and L4S 41 Agriculture (Amendment) — Bearer Plants

IAS 16 k amended 10 provide guidance that bearer plants, such as grape vines, rubber trees and oli
palms should be accounted for in the same vay as property, piant and equipment in IAS 16. Once a
bearer plant is mature, apart from bearing produce, its biological transformation is no longer
significant in generating future economic benefıts. The only signiflcant future economic beneflts it
generates come from the agricultural produce ıhat it creates. Because their operation k similar to that
of manufacturing, either the cost model or revaluation model should be apphied. The produce growing
on bearer piants wili remain within the scope of IAS 41, measured nt fair value less costs to seli.
Entities are required to apply the amendments for annual periods beginning on or after 1 Januaıy 2016.
Eariier apphication is permitted. The amendment is not appiicabie for the Company and wili not have
an impact on the financial position or performance of the Company.

Annual Improvements to IAS/IFRSs

in December 2013, the IASB issued two cycles of Annual lmprovements to IFRSs —2010—2012 Cycle
and IFRSs — 2011—2013 Cycle. Other than the amendments that only affect the standards’ Basis for
Conclusions, the changes are effective for annual reporting periods beginning on or after 1 July 2014.

Annuah lmprovements - 2010—2012 Cycie

JFRS 2 Share-baved Paymenı:

Defınitions relating to vesting conditions have changed and performance condition and sen’ice
condition are defined in order to clarify various issues. The amendment is effective prospectively.

IFRS 3 Bnsiness Co,nbinations

Contingent consideration in a business acquisition that k not classifıed as equity is subsequenthy
measured at fair value through profit or loss whether or not it falls within the scope of IFRS 9
Financial instruments. The amendment is effective for business combinations prospectiveiy.

8



AK FİNANSAL MRALAMA A.Ş.

NOTES TO THE FINANCIAL STATEMENTS AT 31 DECEMBER 2014
(Amcunis cxprcsscd in thousands ofTurkish Lira (TL”). unlcss othcnvise indicated.)

NOTE 2- SIGNWICANT ACCOUNTING POLICIES (Continucd)

IFRS 8 OperaUng Segmenıs

The changes are as follows: i) Operating segments mav be combined/aggregated ifthey are consisrent
with the core principle of the standard. ii) The reconeitiation of segment assets to total assets k oniy
required lo be disclosed if the reconciliation is reported to the chief operating decision maker. The
amendments are effective retrospectively.

IFRS 13 Fair Value Measurement

As ciarifled in the Basis for Conclusions short-term receivables and payables with no stated interest
rates can be heid at invoice amounts when the effect of discoıınting k immaterial. The amendment is
effective immediateiy.

fAS 16 Properıy, Plant and Equipmem and fAS 38 Intangible Asse/s

The amendment İn RS 16.35(a) and IAS 38.80(a) ciarifles that revaluation can be performed, as
follows:
1) Adjust the gross carrying amount of the asset to market value or ii) determine the market value of
the carıying amount and adjust the gross carn’ing amount proportionateiy so that the resulting carrying
amount eqııals the market value. The amendment k effective retrospectively.

fAS 24 Related Parıv Disclosures

The amendment ciarifles that a management entity — an entity that provides key management
personnel services — k a related party subject to the related pariy disclosııres. The amendment k
effective retrospeciiveiy.

Annual Improvements —201 1—2013 Cycle

IFRS 3 Business Combinations

The amendment ciarifles that: i) Joint arrangements are outside the scope of IFRS 3, not just joint
ventures ii) The scope exception applies oniy to the accoıınting in the financial statements of the joint
arrangement itseif. The amendment is effective prospectively.

Amendment to the Basis for Conclusions on IFRS 13 Fak Valuc Measurement

The portfolio exception in IFRS 13 can be applied to financial assets, financial Iiabilities and other
contracts. The amendment is eftective prospeciiveiy.

IAS 40 Investment Property

The amendment ciarifles the interrelationship of IFRS 3 and RS 40 when classi1’ing property as
investment property ur owner-occupied property. The amendment is effective prospectively.

The Company do not expect İhat these amendments wili have significant impact on the fınancial
position or performance of the Company.
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AK FİNANSAL KİRALAMA A.Ş.

NOTES TO THE FINANCİAL STATEMENTS AT 31 DECEMBER 2014
(AmounLs expressed in thousands of Turkish Lira (İL”). unlcss otherwisc indicated.)

NOTE 2- SIGMFICANT ACCOUNTING POLICIES (Continucd)

IFRS 15 Revcnue from Contracts with Customers

in May 2014, the IASB issued IFRS 15 Revenue from Contracts with Cııstomers. The new fıve-step
model in the standard provides the recognition and measuremeat requirements of revenue. The
standard applies to revenue from contracts with customers and provides a model for the sale of some
non-fınancial assets that are not an output of the entity’s ordinaıy activities (e.g., the sale of property.
plant and eqııipment or intangibles). IFRS 15 is effective for reporting periods beginning on or after 1
January 2017, with carly adoption permilled. Entities wili transition to the new standard following
either a fulI reırospective approach or a modifled retrospective approach. The modifled retrospective
approach would allow the standard to be applied beginning with the curren! period, with no
restatemenı of the comparative periods, but additional disclosures are required. IFRS 15 scopes 0111(a)
lease conıracıs within the scope of IAS 17 Leases;(b) insurance contracts within the scope of IFRS 4 Insurance
Contracts;(c) financial instruments and other contractual riahıs or obligations within the scope of IFRS 9
Financial lnstrumenıs. IFRS 10 Consolidated Financial Statements, IFRS Il Joint Arrangements, IAS 27
Separate Financial Statements and IAS 28 lnvestments in Associares and Ioint Ventures; consequently the
Company estimates that the impact of the sİandard on its fınancial position or performance wiil not be
signifıcant.

IFRS 9 Financial Instrumcnts - Final standard (2014)

in July 2014 the IASB published the fınal version of IFRS 9 Financial lnstruments. The fınal version
of IFRS 9 brings together the classifıcation and measurement, impairment and hedge accounting
phases of the IASB’s project to replace IAS 39 Financial Instruments: Recognition and Measurement.
IFRS 9 is built on a logical, single classification and measurement approach for fınancial assets that
reflects the business model in which they are managed and their cash flow characteristics. Built upon
this is a fonvard-looking expected credit loss model that wilI result in more timely recognition of ban
losses and is a single model that is applicable to abi financial instrurnents subject to impairment
accounting. bn addition. IFRS 9 addresses the so-called own credit issue, whereby banks and others
book gains through profıt or ioss asa resubt of the value of their own debt fabling due to a decrease in
credit worthiness when they have elected to measure that debt at fair value. The Standard also includes
an improved hedge accounting model to bener link the economics of risk management with its
accounting treatment. IFRS 9 k effective for annual periods beginning on or after 1 Januaıy 2018.
However. the Standard is available for early application. in addition, the own credit changes can be
earby applied in isobation without othenvise changing the accounting for financial instruments. The
Company k in the process of assessing the impaci of the slandard on financial position or performance
of the Company.

IAS 27 Equily Method in Separate Financial Statements (Amendments 10 IAS 27)

in August 2014, IASB issued an amendment to bAS 27 to restore the option lo use the equity method
to account for investments in subsidiaries and associates in an entity’s separate fınanciab statements.
Therefore, an entity must account for these investments either:

• At cost
• in accordance with IFRS 9 (or IAS 39),

or
• Using the equity method

The entity must apply the same accounting for each categoıy of investments. The amendment is
effective for annual periods beginning on or after 1 January 2016. The amendments must be applied
retrospectively. Earby appbication is permitted and must be disclosed. The amendment is not applicable
for the Company and vill not have an impact on the fınancial position or performance of the
Company.
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AK FİNANSAL KİRALAMA A.Ş.

NOTES TO THE FINANCİAL STATEMENTS AT 31 DECEMBER 2014
(Amounts exprcssed in thousands of Turkish Lira (TL”), unless otherwise indicated.)

NOTE 2- SIGNIFICANT ACCOUNT1NG POLICIES (Continucd)

Annual Improvements to IFRSs - 2012-2014 Cycle

in September 2014, IASB issued their annual cycle of improvements to IFRSs, Annual lmprovements
to IFRSs 2012-2014 Cyele. The document sets out five amendments to four standards, excluding those
standards that are consequentiaily amended, and the related Basis for Conclusions. The standards
affected and the subjects of the amendments are:

- IFRS 5 Non-current Assets Heid for Sale and Diseontinued Operations — changes in metiıods of
disposal

- IFRS 7 Financial Instrııments: Disciosures — servicing contracts; applicability of the
amendments to IFRS 7 to condensed interim financial statements

- IAS 19 Emp!oyee Benefıts — regional market issue regarding discount rate
- IAS 34 Interim Financial Reporting — disclosure of information ‘elsewhere in the interim

financial report’
The amendments are effective for annual periods beginning on or after 1 Janııaıy 2016, with eariier
appiication permitted. The Company is in the process of assessing the impact of the amendments on
fınancial position or performance of the Cornpany.

IFRS 10 and IAS 28: Sale or Contribution of Assets between an Investor and its Associate or Joint
Venture (Amcndments)

in September 2014, IASB issued amendments to IFRS 10 and IAS 28, to address the acknowledged
inconsistency between the reqııirements in IFRS 10 and tAS 28 in dealing with the Ioss of control of a
subsidiary that is contributed to an associate or ajoint venture, to clarifS’ that an investor recognizes a
fuli gam or Ioss on the sale or contribution of assets that constitute a business, as defıned in IFRS 3,
between an investor and its associate or joint ventııre. The gam or ioss resulting from the re
measurement at fair value of an investment retained in a former subsidiary shouid be recognized oniy
to the extent of unrelated investors’ interests in that former subsidiaıy. An entity shall apply those
amendments prospectively to transactions occurring in annual periods beginning on or after 1 January
2016. Eariier application 15 permitted. The amendment is not appiicable for the Company and wili not
have an impact on the financial position or performance of the Company.

IFRS 10, IFRS 12 and IAS 28: Investment Entities: Applying the Consolidation Exception (Amendments
to IFRS 10 and tAS 28)

in December 2014, IASB issued amendments to IFRS 10, IFRS 12 and IAS 28, to address the issues
that have arisen in appiying the investment entities exception under IFRS 10 Consolidated Financial
Statements. The amendments are appiicable for annual periods beginning on or after 1 Januaıy 201 6.
Eariier application is permitted. The amendment k not appiicable for the Company and witi not have
an impact on the fınancial position or performance of the Company.

IAS 1: Disciosure Initiative (Amendments to IAS 1)

in December 2014, IASB issued amendments to IAS 1. Those amendments include narrow-focus
improvements in the foilowing five areas: Materiality, Disaggregation and subtotals, Notes strııcture,
Disciosure of accounting policies, Presentation of items of other comprehensive income (OCI) arising
from equity accounted investments. The amendments are apphcabie for annual periods beginning on
or after 1 January 2016. Eariier application is permitted. These amendments are not expected have
signifıcant impact on the notes to the fınancial statements of the Company.
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AK FİNANSAL KİRALAMA A.Ş.

NOTES TO THE FINANCİAL STATEMENTS AT 31 DECEMBER 2014
(Amounts cxpresscd in thousands ofTurkislı Lira (“TL), unless othenvise indicated.)

NOTE 2- SIGNIFICANT ACCOUNTING POLICIES (Continucd)

2.3 SUMMARY OF SIGNIF!CANT ACCOUNTING POLICIES

Cash and cash equivalents

For the purposes of cash flows slatement, cash and cash equivalents cornprise cash and due from
banks with less than 90 days original ınarurity.

Related partles

For the purpose of these fınancial staternenis, the shareholders of the Company, key managernent
personnel and Board rnembers and their close farniiy members, the Sabancı Group, Akbank and the
companles controlled by or aWıliated wirh thern are considered and referred to as related partles (Note
20).

A related paıty is a person or entirv that 15 related to the entiiy that is preparing its fınancial starements (in
this Standard referred to as the ‘reporting entit)/’).
(a) A person or a ciose member of that persons famiiy is related to a reporting entiN ifthat person:

(i) has control orjoint control over the repoıting entity;
(ii) has signiflcant influence over the repoding entity; or
(ili) Isa member of the key rnanagernent personnel of the reporting entity or of a parent of the

reporting entity.

(b) An entit is related in a reporting entity ifany of the following conditions applies:
(i) The entiiy and the reporting entity are rnernbers of the sarne group (which means that each

parent, subsidiarv and fellow subsidiaıy is related to the others).
(ii) One entiW is au associate orjoint venture of the other entitv (or an associate orjoint venture

of a member of a grnup of which the other entity Isa rnernber).
(ili) Both entitles arejoint ventures of the sarne third party.
(Iv) One entiw is ajoint venture of a third entity and the other entity is an associate of the third

entitv.
(v) The entitv is a post-employrnent benefit plan for the benefit of empioyees of either the

reporting entftv orası entitv related to dıe reporting entity. If the reporting entity is itselfsuch
a plan, the sponsoring ernployers are also related to the reporling entity.

(vi) The entity is controlled orjointiy controlled by ü person identifıed in (a).
(vii) A person identifled in (a) (1) has signiflcant influence over the entity or 15 a member of the

key rnanagement personnel of the entity (or of a parent of the entity).
A related party transaction Isa transfer of resources, services or obligations between a reporting entity and
a related party, regardless of whether a price 15 charged.
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AK FİNANSAL KİRALAMA A.Ş.

NOTES TO THE FINANCİAL STATEMENTS AT 31 DECEMBER 2014
(Amcunis exprcssed in ıhousands ofTurkish Lira (TL”). unless othenvise indicaled.)

NOTE 2- SIGNIFICANT ACCOUNTING POLICIES (Continued)

Leases

ü) As k’ssor

When assets are sold under a fınance lease, the present value of the lease payments is recognized as ü
receivable. Ali costs that are direciiy attributable to the investrnent in direct fınance lease are
capitalized at initial recognition as pan of the investment in direct fınance kase and amortized via
effective interest rate method. The difference between the gross neceivable and the present value of the
receivable is recognized as uneamed fınance income. Lease income is recognized over the term of the
lease using the net investment method, which reflects a constant periodic rate of retıırn. The profit
recognized on sale of leased assets is recorded as gam on liquidalion of investments.

Future gross lease rentals receivable, net of unearned future lease incorne, are ciassifled as the net
investment in direct finance leases. Gross rentals due but not received at the balance sheet dale are
classifıed as receivables from outstanding lease payments. Receivables from outstanding lease
payments are carried at net realizable value. To dale, the Company has not entered into operating
leases over company assets.

(ii) Operating lease as İessee

Leases that do not transfer to the company substantially al! of the risks and incidential to ownership of
the leased items are operating leases. Operating lease payments are recognized as an expense on a
straight line basis over the lease term.

Allowance for impairmdnt of lease receivables

A credit risk provision for impairment of the investment in direct finance leases and nccounts
receivables is estabiished ifthere is objective evidence that the Company wili not be able to collecı alI
amounts due asa result of one or more events that occıırred after the initial recognition of the asset (a
“loss event”) and that loss event (or events) has an impact on the estimated future cash flows of the
receivables. The amount of the provision is the difference between the carrying amount and
recoverable amount, being the present value of expected cash flows, including the amount recoverable
from guarantees and collateral, discounted based on the interest rate at inception.

The provision also covers losses where there is objective evidence that probable losses are present in
components of the portfolio at the balance sheet date. These have been estimated based upon historical
loss experience which is adjusted on the basis of current obsen’abie dala to reflect the effects of
cunent conditions that did not atlect the period on which the historical ioss experience k based and to
remove the effects ofconditions in the historical period that do not currentiy edst. The provision made
during the year k charged against the income for the year.

lnvestment in direct fınance leases and accoıınts receivables that cannot be recovered are written oli
and charged against the allowance for impairrnent of lease and accounts receivables. Such receivables
are wrillen off after alI the necessary legal proceedings have been completed and the amount of the
loss k fınally determined. Recoveries of amounts previously provided for are treated as a reduction
from provision for impairment of lease and accoLınts neceivables for the year (Note 6).

Derivative financial instruments

The major derivative instruments utilized by the Company are currency and interest rate swaps, cross
currency swaps, and currency forwards.
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AK FİNANSAL KİRALAMA A.Ş.

NOTES TO THE FINANCİAL STATEMENTS AT 31 DECEMBER 2014
(Amounts cxprcssed in thousands ofTurkish Lira (“TL”). unkss othenvise indicated.)

NOTE 2- SIGNIFICANT ACCOUNTING POLICWS (Continued)

The Bank ciassifles its derivative instruments as “HeId-for-hedging” or “Heid-for-trading” in
aceordance with “international Accounting Standard for Financial instruments: Recognition and
Measurement” (“IAS 39”). Although certain derivative transactions provide effective economic
hedges under the Bank’s risk management position, in accordance with tAS 39 İhey are treated as
derivatives “Heid-for-trading”.

Payables and receivables arising from the derivative instruments are followed in the off-balance sheet
accounts at their contractual values.

Derivative instruments are remeasured at fair value afler initial recognition. in aceordance with the
ciassifıcation of the derivative instrnment, if the fair vaiue of a derivative financial instrument is
positive, it is recorded to the account “Derivative financial assets heid for hedging”; if the fair value
diflerence is negative, it k recorded to “Derivative financial Iiabilities heid for hedging”. Differences in
the fair value of trading derivative instruments are accounted as income/ioss from derivative financial
transactions under “net trading, hedging and fair vaiue income/(ioss)” item in the income statement.
The fair vaiues of the derivative fınancial instruments are calculated using quoted market prices or by
using discounted cash flow modeis.

Fair Vahıe Hedge Transaction

The Company hedges its fıxed rate HUF Eurobond security issued against fair value risk arising from
the fluctuations in the market interest rates and cenain part of its EUR financial lease transactions
from the fluctuations in the foreign exchange rates with cross currency swaps.

The Company hedges its flxed rate TL borrowings against fair vaiue risk arising from the fluctuations
in the market interest rates and certain part of its EUR financial lease transactions from the
fluctuations in the foreign exchange rates with cross currency swaps.

As of3l December3l 2014. fairvalue hedge transactions have been proven to be effective.

Prospective tests are performed regulariy at the inception of the hedge reiationship and both
prospective and retrospective tests are performed at each reporiing period-end regulariy by using
“Doliar off-set method”. in this method, changes in the fair vaiue of the hedged item and changes in
the fair valııe of the hedging instruments between the designation date and each reporting period-end
are compared and effectiveness ratlo is caiculated. in the determination of the fair values of hedging
instruments and hedged ilem, market yield cunes are used. Hedge accounting principles are appiied
by assessing the caiculated effectiveness ratio within the scope of IAS 39.

For designated and quaiifying fair value hedges, the cumulative change in the fair value of a hedging
derivative is recognised in the income statement in “net trading, hedging and fair value income /
(ioss)”. Meanwhiie, the cumulative change in the fair value of the hedged item aftributable to the risk
hedged is recorded as pan of the canying value of the hedged item in the statement of fınancial
position and is also recognised in the income statement in net trading, hedging and fair va!Lıe
income/(ioss).

When the hedging instrument expires, or k executed, sold, revoked or the hedge relationship has
become ineffective asa result of the effectiveness test; adjustments made to the carıying amount of the
hedged item in FV hedges are amortized to profıt and ioss over the remaining term of the original
hedge by ıısing the recaiculated effective interest rate.
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AK FİNANSAL KİRALAMA A.Ş.

NOTES TO THE FINANCİAL STATEMENTS AT 31 DECEMBER 2014
(Amounts expressed in thousands ofTurkish Lira (TL”). unlcss othenvise indicaled.)

NOTE 2- SIGNIFICANT ACCOUNTING POLICIES (Continucd)

Hedge relationship is ceased when the hedged 1km k derecognized and fair value adjustments made to
the carıying amount of hedged item k accounted in income statement.

Property and cquipment

Ali property and equipment is carried at cost, Iess accumulated depreciation. Depreciation is calculated
over the restated amounts of property and equipment by using the straight-line method to write down
the restated cost ofeach asset to their residual vaiues over their estimated usefııl life as follows:

Fumiture and flxtures 5-10 years
Offlce equipment and motor vehicles 2 - 10 years
Leasehold improvements Shorler of lease period or useful ilves

Where the carrying amount of an asser is greater than its estimated recoverable amount (“higher of net
selling price” and “value in use”), it is wrinen down immediateiy to its recoverabie amount. The
recoverable amount of the impaired property and equipment represents fair vaiue less costs to seli.

Gains and losses on disposal of property and equipment are determined by reference to İheir carrying
amount and are taken into account in determining operating profit.

Intangible assets

intangible assets comprise computer software costs and are carried at cost iess accıımulated
amortization. Intangible assets are amortized on a straight-iine basis over 3-5 years.

Assets heid for sale

The assets sustaining the criteria of being ciassifıed under assets heid for sale are measured with the
Iower of their book values or fair vaine less costs to be incurred for sale. in order for an asset to be
ciassifled as an asset heid for saie. the related asset (or the asset group to be disposed) shail be ready to
be sold at once in the circumstances of usual conditions and should have a high possibility to be soid.
Besides, the asset (or the asset groııp to be disposed) shall be traded actively with a price in
concordance with its “fair market value”. As of December 31, 2013 assets heid for sale are stated at
their book vaiues. Assets are not depreciated or amortized once ciassifled as heid for sale.

Borrowing costs

If an asset needs to be ciassifled as construction-in-progress for a signifıcant time, in order to be
available for sale or available to lise, borrowing costs related to the purchase and additional
consirııction expenses are capitalized within the cost of asset. ifihere is an investmeni income related
tü the unconsumed part of the ioans, it wili be deducted from the capitalized interest expense.

Ali other finance expenses wiili be expensed during the period incurred.
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AK FİNANSA[A KRALAMA A.Ş.

NOTES TO THE FINANCİAL STATEMENTS AT 31 DECEMBER 2014
(Amounts cxpressed in thousands of Turkish Lira (İL”), unkss othenvise indicated.)

NOTE 2- SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial liabilities

Financial Iiabilities including borrowings are recognized initially at fair valııe, net of transaction costs
incurred. Subsequently. financial liabilities are stated at amortized cost and any difterence between net
proceeds and the redemption value is recognized in the income statement over the period of the
financial Iiability using the effective yield method.

Deferred income taxes

Deferred income tax k provided in fuli, using the Iiability method, on tempora’ differences arising
between the tax bases of assets and liabilities and their carrying amounts in the financial statements.
The rates enacted, or substantiveiy enacted, at the balance sheet date are used to determine deferred
income tax.

The principal temporary differences arise from the unused investment allowances, provision for
impaired lease receivables, derivative financial instruments, provisions for employment termination
benefits and personnel bonııs (Note 16).

Deferred fax liabilitles and assets are recognized when it is probable that the future economic benefıt
resıılting from the reversal of temporary differences wili flow to or from the Company. Deferred tax
assets resulting from temporary differences in the recognition of expense for income fax, and for
financial reporting purposes are recognized to the extent that it k probable that future taxable profit
wiIJ be available anainsi which the deferred tax asset can be utilized.

Provisions

Provisions are recognized when the Company has a present legal or constructive obligation as a result
of past events and it is probable that an outflow of resources wiil be required to seftle the obligation
and a reliable estimate of the amount can be made. Provisions are not recognized for future operating
losses.

Provisions are measured at the present value of the expenditures expected to be required to sertle the
obligation using a pre-tax rate that reflects current market assessments of the time value of money and
the risks specifıc to the obligation. The inerease in the provision due to passage of time is recognized
as interest expense.

Employment termination benefits

Deflııed Ben efit Hans:

Obligations related to employee termination beneflts are accounted for in accordance with
“international Accounting Standard for Employee Rights” (“tAS 19”) and are ciassifled under
“resene for employment termination beneflts” aceount in the balance sheet.

Under the Turkish Labor Law, the Company is required to pay a specific amount to the employees
who have retired or whose employment is terminated other than for the reasons specifıed in the
Turkish Labor Law. Employment termination benefits represent the estimated present value of the
total resene of the future probable obligation of the Company arising in the case of the retirement of
the employees in accordance with the this Law and is calculated using the projected unit credit method
(Note 15).
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AK FİNANSAL KİRALAMA A.Ş.

NOTES TO THE FINANCİAL STATEMENTS AT 31 DECEMBER 2014
(Amounts expressed in thousands of Turkish Lira (TL”), unless othcrwise indicated.)

NOTE 2- SIGNIFICANT ACCOUNTING POLICIES (Continued)

Defined Coııtribudon Pians:

The Company also has to pay contributions to the Social Security Institution (Institution) for its
employees within the contribution margin decided by the Iaw. The Company does not have other
liabilitles to its employees or to the lnstitııtion other than the contribution for its employees. Those
contribııtions are expensed on the dale of accrual.

Slıort Term Plans:

The company also provides for short-term employee beneflts sııch as vacation rights and bonuses in
accordance with IAS 19.

Revenuc rccognition

Direct financing leases consist of fulI-payout leases for various types of equipment. The excess of
aggregate contract lease rentais, piııs the nominal residual valııe, over the original cost of the related
equipment represents the total revenue to be recognized over the term of the lease. The revenue is
recognized in order to provide a constant periodic rate of return on the net investment remaining in
each lease.

Interest income and eıpense

Interest income and expense are recognized in the income statement for alI interest bearing
instruments on an accrual bask ıısing the effective yield method based on the actual purchase price.

Contingent assets and Iiabilities

Possible assets or obligations that arise from past events and whose existence wiil be confırmed only
by the occurrence or non-occurrence of one or more uncertain future events not wholly within the
control of the Company are not included in the financial statements and treated as contingent assets or
liabilities.

Foreign currency transactions

Transactions denominated in foreign cıırrencies are recorded in TL nt the exchange rates prevailing at
the dale of the transactions. Gains and losses resulting from the settlernent of such transactions and
from the translation of monetaiy assets and liabilities denominated in foreign cıırrencies are
recognized in the income statement.

Subsequent cvents

Subsequent events cover any events which arise between the dale of the statement of financial position
and the date of approval of the financial statements, even ifthey occurred afler any declaration of the
net proFıt for the period or specifıc fınancial information publiciy disclosed. The Company adjusts its
financial statements ifsuch subsequent events require an adjustment to the fınancial statements.
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AK FİNANSAL KİRALAMA A.Ş.

NOTES TO THE FINANCİAL STATEMENTS AT 31 DECEMBER 2014
(Amounts expressed in thousands oFTurkish Lira (TL”). unless otherwise indicated.)

NOTE 3- FİNANCİAL RİSK MANAGEMENT

a. Fiııandal riskfacıors

The Company’s activities expose it to a variety of financial risks: market risk (including curreney risk,
and interest rate risk), credit risk and Iiquidity risk. The Company’s overahl risk management
programme focuses on the unpredictability of financial markets and seeks to minimize potential
adverse effects on the Company’s financial performance. The Company uses derivative financial
instruments to hedge certain risk exposures.

The Company treasury identifles, evahuates and hedges fınancial risks in ciose co-operation with dıe
Company’s operating units. The board provides written principles for overahl risk management, as
vehl as written pohicies covering specific areas, such as foreign exchange risk, interest rate risk, and
credit risk, use of derivative financial instruments and non-derivative financial instruments, and
investment of excess hiquidity. For specifıc treasury transactions, the opinion of Fıınding Committee,
which was estabhished by the approvah of Board of Direclors, is asked. Depending on the instrument
and transaction amoıınt, the approval of Board of Directors is also required.

b. Credit risk

Credit risk refers to the risk that counterparty wihl default on its contractual obhigations resulting in
financial loss to the Company. The Company adopts a detailed and thorough credit anaiysis,
assessment and approval process. it works with selected and creditworthy counterparties and obtains
suffıcient and where appropriate additionai cohlateral asa means of mitigating the risk of financial Ioss
from defauits. A diversifıed portfoiio by sector and asset and focus on assets with deep secondary
market and higher residual value is achieved. The Company regulariy monitors the ability of the
counterparties to pay amounts in fuil when due, anaiyzes the financial position of the coıınterparties
and monitors the condition of the leased assets. The Company’s risk himits are continuousiymeasured
and monitored.
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AK FİNANSAL KİRALAMA A.Ş.

NOTES TO THE FINANCİAL STATEMENTS AT 31 DECEMBER 2014
(Amounts expressed in thousands of Turkish Lira C’TL”). unless othenvise indicated.

NOTE 3 - FINANCİAL RİSK MANAGEMENT (Continued)

The table below summarizes the geographic distribution of the Cornpany’s assets and liabilities nt
31 December 2014 and 2013.

December 31, 2014 Assets <‘İn Liabilities
Turkey 3,930,001 99 1,158,787 34
European countries 8,699 0 1,825,60! 54
Other 17,242 1 426,100 12

3,955,942 100 3,410,488 100
December3l, 2013 Assets 0%, Liabilities <%

Turkey 3,319,701 94 1,104,596 35
European countries 199,611 6 1,126,563 36
Other 17,318 - 890,121 29

3,536,630 100 3,121,280 100

Maximum exposure to credit risk

December 31, 2014 December 31, 2013
Credit risk exposııres relating to balance sheet items:
Lease receivables, net 3,800,066
Dııe from banks 132,695
Derivative financial assets heid for trading
Derivative financial assets heid for hedging

Further credit risk related disclosures are provided in Note 6.

c. Market risk

The Company’s activities expose it primariiy to the financial risks of changes in foreign currency
exchange rates and interest rates. The Company enters into a variety of derivative financial
instruments to manage its exposııre to interest rate risk and currency risk, including interest rate swaps,
curreney swaps, cross currency swaps and fonvards.

There has been no major change to the Company’s exposure to market risks or the manner in which it
manages and measures the risk.

Curreney risk

The Company undertakes certain transactions denominated in foreign currencies. Hence, exposures to
exchange rate fluctuations arise. Exchange rate exposures are managed with asset-liability balancing
transactions and derivatives. Currency risk is managed and reviewed by using clearly defined,
approved and carefuliy monitored risk limit of foreign exchange position ona monthly basis.

The carrying amount of the Company’s foreign currency denominated monetaiy assets and monetary
liabilities at the reporting date is disclosed below. Portfolio provision for leasing receivables in the
balance sheet is considered as Turkish Lira in the calcıılation of the Net Currency Position.

4,427
3,2 10

3,314,901
171,707

344
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NOTES TO THE FINANCİAL STATEMENTS AT 31 DECEMBER 2014
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NOTE 3 - FINANCİAL RİSK MANAGEMENT (Continued)

The table below summarizes the Company’s exposure to foreign currency exchange rate risk nt
31 December 2014 and 2013.

Foreign Curreney
USS EUR Other
(TL (TL (TL

December 31, 2014 Eguivalent) Eguivalent) Eguivalent) Taht

Assets
Duc from banks 76,935 19,843 271 97,049
Finance lease receivables 1,333,444 1,436,263 408 2,770,115
Otherassets 2,919 4,599 - 7.518

Total assets 1,413,298 1,460,705 679 2,874,682

Liabilities
Borrowings 558,309 1,132,170 - 1,690,479
Debt securities issued 884,062 . 34,925 918,987
Accounts payable 37,646 34,166 1,200 73,012
Advances from customers 7,538 9,214 16,752

Total liabilitles 1,487,555 1,175,550 36,125 2,699,230

Net balance sheet position (74,257) 285,155 (35,446) 1 75.452

Off-balance sheet derivative instruments net
notional position 68,495 (282,970) 34,267 (180,208)

Total net balance sheet position (9 (5,762) 2,185 (1,179) (4,756)

(*) Foreign currency exchange diü’erences resulting from payments made to vendors are later
charged to lessees. When the efleci of the payments to the vendors is eliminated, the net foreign
currency position shown on the table above vill be for US$ -TL 552, for EUR -TL 3,194 and
for other currency TL 20 which is in total ofTL 3,766.
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NOTE 3- FİNANCİAL RİSK MANAGEMENT (Continned)

Foreign Currency
USS FUR Other
(TL (TL (TL

Deccrnber3l. 2013 Eguivalcn() Eguivalent) Eguivalent) Total

Assets
Due from banks 48,063 11176 95 59,334
Finance lease receivables 1,283.992 1,355,326 736 2,640,054
Other assets 1,622 3,530 4 5,156

Total assets 1,333,677 1,370,032 835 2,704,544

Liahilities
Borrowings 639,722 899,893 - 1,539,615
Debt securities issued 533,104 - - 533,104
Accounts payable 117,331 69,967 3,655 190,953
Advances from customers 8,119 6,216 4 14,339

Total Iiabilities 1,298,276 976,076 3,659 2,278,011

Net balance sheet position 35,401 393,956 (2.824) 426,533

Off-balance slıeet derivative instruments net
notional position (26,282) (387,668> - (413,950)

Total net balance sheet position (9 9,119 6,288 (2,824) 12,583

(*) When the effect arisen from the payments to the vendors 15 eliminated, the net foreign currency
position shown on the table above wili be for US$ (TL 19,037), for EUR TL 9,098 and for other
currency TL 829 which is in total of(TL 9,110).

At 31 December 2014, assets, liabilities and off-balance sheet derivalive instruments denominated in
foreign ctırrency vere translated into TL by using ü foreign exchange rate ofTL 2.31 89=US$ 1 and TL
2.8207=EURI (2013 —TL 2.1343=US$I and 2.9365=EURI).

Foreign cmrencı’ sensiıiviry

The Company is exposed to foreign exchange risk arising from various curreney exposures, primariiy
with respect to the VS dollar and the Euro.

The following taNe details the Company’s sensitivity to a 10% increase and decrease in the TL against
the relevant foreign cunencies. 10% 15 the sensitivity rate ıısed when reporting foreign currency risk
internaliy to key management personnel and represents management’s assessment of the possible
change in foreign exchange rates. The sensitivity anaiysis inclııdes oniy outstanding foreign curreney
denominated monetaıy items and adjusts their translation at the period end for a 10% change in
foreign currency rates. A positive number indicates an increase in profit or loss where the TL weakens
against the relevant currency.

US Dollar Imyact EURO Impact
(TL Equivalent) (TL Eguivalent)

December 31, Decemher 31, December 31, December 31,
2014 2013 2014 2013

ProfıtandLoss (576) 912 219 629

21



AK FİNANSAL KİRALAMA A.Ş.

NOTES TO THE FINANCİAL STATEMENTS AT 31 DECEMBER 2014
(Amounts exprcssed in thousands of Turkish Lira (TL’), unless otherwise indicated.)

NOTE 3- FINANCİAL RİSK MANAGEMENT (Continued)

ii,) Jııterest nde rivk

The Company is exposed to interest rate risk due to borrowings and finance lease receivables at both
flxed and floating interest rates. The risk is managed by the Company by maintaining an appropriate
mix between flxed and floating rate borrowings and fınance lease receivables, by the use of derivatives
such as interest rate swap contracts and cross currency swaps. Hedging activities are regulariy
evaluated regulariy to ensure optirnai hedging strategies are applied. Interest rate is managed and
reviewed by using ciearly defıned, approved and carefuliy monitored risk lirnits such as repricing
maturity gap anaiysis and economic value change anaiysis (stress tests).

Inlerest rate sensitivitı’

The sensitivity analyses below have been determined based on the exposure to interest rates for both
derivatives and non-derivative instruments at the balance sheet date. For floating rate assets and
Iiabilities. the analysis is prepared assuming the amount of Iiability outstanding nt the balance sheet
date was outstanding for the whole year. A 0.5% increase or decrease is used when repofling interest
rate risk irnernaliy to key management personnel and represents management’s assessment of the
reasonabiy possible change in interest rates.

If interest rates had been 0.5% higher/iower and related interest rate swaps and ali other variables vere
held constant, the Company’s:

Profıt for the year ended 31 December 2014 would decrease by TL 3,850 (2013 —increase by TL
2,707). This is mainly attributable to the Company’s exposure to interest rates on its variable
rate receivables and borrowings.
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NOTE 3 - FINANCİAL RİSK MANAGEMENT (Continued)

The taNe below summarizes the Company’s exposure to inlerest rate risk on the basis of the remaining
period at the balance sheet to the re-pricing or contractual dates wlıichever 15 earlier.

Demandandup 3to12
December 31, 2014 tü 3 months months Over t year Total
Assets
Due from banks 132,695 - - 132,695
Finance Iea5e receivables 1,261,219 624,913 1,760,810 3,646,942
Derivative fınancial assets heid for trading 2,938 1,367 122 4,427
Derivative financial assets
held for hedging - 3,210 3,210

Total assets 1,396,852 626380 1,764,142 3,787,274

Liabilities

Borrowings 622,782 788,785 804,784 2,216,351
Debt securities issued 263,074 145,642 642,371 1,051,087
Derivative fınancial Iiabilities heid for trading 70 643 11,133 11,846
Derivative fınancial liabilities
held for hedging - . 337 337

Total liabilitles 885,926 935,070 1.458,625 3,279,621

Net re-pricing gap 510,926 (308,790) 305,517 507,653

Demand and tıp 3 tü 12
December3l, 2013 tü 3 months months Over 1 year Total
Assets
Due from hanks 171,707 - 171,707
Finance lease receivables 727,818 574,389 1,509,876 2,812,083
Derivative fınancial assets he!d for tradin 185 - 159 344
Decivative financiat assets heid for hedging - - -

Total asseis 899,710 574389 1,510,035 2,984,134
Liabilities
Borrowins 632,835 856,075 669,46! 2,158,371
Debı securities issued 15 1,523 21,443 5 1 1,691 684.657

Derivative fınancial Iiabilities heid fortrading 14,768 25,160 12,644 52,572
Derivative fınancial liabilitles held for
hedging

- - - -

Total liabilitles 799,126 902,678 1,193,796 2,895,600
Net re-pricing gap 100,584 (328,289) 3 16,239 88,534
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NOTE 3- FINANCİAL RİSK MANAGEMENT (Confinued)

<1) Liqıddity risk

Ultimate responsibility for liqııidity risk management rests with the board of directors, which has built
an appropriaİe liquidity risk management framework for the management of the Company’s short,
medlum and Iong-terrn funding and liquidity management requirements.

The Company makes a detailed and complete anaiysis of the projected cash inflows (mainly lease
installments) and cash outflows (mainiy bank ban payments and payments to suppliers according to
leasing transactions) and determines the exact cash requirements. A diversifled fıınding base is used
and stringent risk limiis are utilized to manage and review Iiquidity risk.

The following tables detail the Company’s remaining contractual maturity for its non-derivative
financial biabilities. The tables have been drawn up based on the undiscounted cash flows of financial
liabilitles based on the earliest date on which the Company can be required to pay. The table includes
both interest and principal cash flows.

Demand and 3 to 12 Over 1
December3l, 2014 up to 3 months months year Total
Liabilitles

Bonowings 270,709 475,767 1,697,209 2,443,685
Debt securities issued 55,968 275,574 829,386 1,160,928
Accounts payable 87,198 - - 87,198
Advances from customers 19,170 - - 19,170

Total liabilities 433,045 751,341 2,526,595 3.710,981

Cash inflow / (outflow) from derivative
fınancial instruments, net 4,778 11,689 14,217 30,684

Demand and 3 to 12 Over 1
Decemhcr3l, 2013 up to 3 months months Year Total
Liabilities
Borrowings 259,767 668,903 1,553,271 2,481,941
Debt securitles issued 153,476 22,542 608,325 784,343
Accountspayable 195,618 - - 195,618
Advances from customers 22,458 - - 22,458
Total liabilities 631,319 691,445 2,161,596 3,484,360
Cash inflow / (outflow) from derivative
financial instruments, net (13,960) (14,430) (334) (28,724)

24



AK FİNANSAL KİRALAMA A.Ş.

NOTES TO THE FİNANCİAL STATEMENTS AT 31 DECEMBER 2014
(Amounts exprcsscd in thousands of Turkish Lira (“TL’), unless othcrwise indicated.)

NOTE 3- FINANCİAL RİSK MANAGEMENT (Continucd)

e. Fair vatııe ofJiııanciat instruınents

Fair value is the price that wouid be received to seli an asset or paid to transfer a iiability in an orderiy
transaction between market padicipants at the measurement date.

The estimated fair vaiues of financiah instruments have been determined by the Company using
avaiiabie market information and appropriate valuation methodoiogies. However, judgment is
necessariiy required to interpret market data to estimate the fair vaiue. Aceordingiy, the estimates
presented herein are not necessariiy indicative of the amounts the Company couid reahize in a cıırrent
market exchange.

The fair valııes of certain financiah assets and hiabihities exciuding finance lease receivabies, debt
securities issued and borrowings are considered to approximate their respective carrying vaiues due to
their short-term nature.

The table below indicates the fair vaiues of the fınanciai assets and financial liabihities which are
stated at their carrying amounts:

Carrying amount Fair vaiue
2014 2013 2014 2013

Finance iease receivabies 3,665,274 2,825,903 3,725,358 2,866,879
Borrowings 2,216,351 2,158,371 2,044,251 2,004,653
Debt securities issued 1,051,087 684,657 953,159 603,785

The fair valııe of fınance iease receivabies and borrowings and debt securities issued carried at
amortized cost are estimated based on discounted cash flows using prevailing market interest rates

The discount rate used to calculate the fair vaiue of US$, EUR and TL borrowings and debt securities
issued as at 31 December 2014 are %3.52, %3.40 and %10.66, respectiveiy. (31 December 2013 was:
%3.97, %%3.51 and %10.38, respectiveiy).

The discount rate used to calculate the fair vaiue of USS, EUR and TL finance kase receivables as at
31 December 2014 are %5.86, %6.00 and %13.01, respectively. (31 December 2013 was: %5.76,
%6.18 and %12.09, respectiveiy).

Fair vaine hierarchy

Fair values of financial assets and liabiiities that are carried with their fair valııes on the baiance sheet
are determined as foliows:

Levei 1: Financial assets and liabihities are valued at the quoted prices (unadjusted) in an active market
for identicai assets and liabihties.

Level 2: Financiai assets and hiabilities are valued with the inputs used to determine a directiy or
indirectiy observabie price other than the quoted market price of the reievant asset or hability
mentioned in Levei 1.

Level 3: Financiai assets and liabilities are valued with inputs that cannot be based on data observabie
in the market and used to determine the fair value of the asset or hiability.

There are not any signiflcant transfers between Levei 1 and Level 2 of the fair value hierarchy.
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NOTE 3- FINANCİAL RİSK MANAGEMENT (Continued)

According to these ciassifleation principles stated, the Company’s classiflcation of financial assets and
liabilities carried al their fair vaine and carried af amortized cost but for which fair values are disclosed
are as follows:

December 31, 2014
Level 1 Level 2 Levcl 3

Derivative fınancial assets beN for trading - 4,427 -

Derivative financial assels heid for hedging - 3,210
Finance lease receivables - 3,725,358

Total assets - 3,732,995 -

Derivative fınancial Iiabilities heid for trading . 11,846 -

Derivative fınancial Iiabiliıies held for hedging . 337
Borrowinas - 2,044251 -

Dek securities issued - 953,159 -

Total Iiabili(ies - 3,009,593

December 31, 2013
Level t Levcl 2 Levcl 3

Derivative fınancial assets beN for trading - 344 -

Derivative financial assets heid for hedging . . -

Finance lease receivables - 2,866,879 -

Total assets - 2,867,223 -

Derivative fınancial Iiabilities heid for trading - 52,572 -

Derivative fınancial Iiabilities held for hedging - - -

bonowings - 2,004,653
Debt securities issued - 603,785 -

Total liabilities - 2,661,010 -

fi capital riçk ınanagement

in accordance with Articie 12 of the “Regulalion on Estabhshment and Operation Principles of
Financial leasing, Factoring and Financing Companies” published in the Offlcial Gazelle dated
December 24, 2013, the Company is required to keep its equity in accordance with the standard set out
in the regıılation. The Company complies with this requirementas of December 31, 2014 and 2013.
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NOTE 4- CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Critical accounting estimates and assumptions

The preparation of the fınancial statements requires management to make judgements, estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the repoded amounts of revenues and
expenses during the reporting period. Although these estimates are based on management’s best
knowledge of current events and actions, actual results ultimateiy may differ from these estimates.

The estimates and assumptions that have a signiflcant risk of causing a material adjustment to the
carrying amounts ofassets and !iabi!ities within the next fınancial year are discussed be!ow:

Allowance for impairment of finance lease receivables

A credit risk provision for impairment of the investment in finance leases and accounts receivables is
established ifthere is objective evidence that the Company wili not be able to collect al! amounts due.
The estimates used in evalııating the adequacy of the provision for impairment of finance lease
receivables are based on the aging of these receivable balances and the trend of collection
performance. (Note 6)

Deferred taxation

Deferred incorne tax assets are recorded to the extent that realization of the relaled tax benefit is
probable. The future taxable proflts and the amount of tax beneflts that are probable in the future are
based on medium term business plan prepared by Management and extrapolated resu!ts thereafter. The
business plan is based on Management expectations that are be!ieved to be reasonable under the
e i rcumstances.

NOTE 5- DUE FROM BANKS

December 31, 2014 December 31, 2013
Foreign Foreign

currency TL Total currency TL Total
Due from banks

-demand deposits 1 1,436 4,0! 7 1 5,453 56,397 16,43 1 72,828
-time deposits 85,613 3 1,629 117,242 2,937 95,942 98,879

Tota! due from hanks 97,049 35,646 132,695 59,334 112,373 171,707

For the purposes of cash flow statements, cash and cash equiva!ents comprise TL !32,513 and TL
171,594 at December 31, 2014 and 2013, respective!y.
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NOTE 6- FINANCE LEASE RECEİVABLES, NET

December 31, 2014 December 31, 2013
Gross finance lease receivables 4,402,741 3,345,016
Unearned finance income (755,799) (532,933)

3,646,942 2,812,083

Invoiced lease receivables 18,332 13,820
Impaired kase receivables 82,287 54,984
Provision for impaired lease receivables (63,790) (49,116)

3,683,771 2,831,771
Equipments to be leased 44,635 368,222
Advances to vendors 71,660 114,908

Net finance lease receivables 3,800,066 3,3 14,901

At 3! December 2014 and 2013 the finance lease receivables according to their interest type are as
fo Il ows:

Gross fınance lease receivables: December 31, 2014 December 31, 2013
Fixed rate 3,034,561 2,583,096
Floating rate 1,368,180 761,920

4,402,741 3,345,016

At 31 December 2014 and 2013 the leasing receivables have the following collection schedules:

Finance Lease Receivables
Gross Net performing

Year Ending December 31, 2014 December 31, 2014

31 December 2015 1,152,906 930,472
31 Decernber20l6 951,690 763,515
31 December20l7 720,227 589,226
31 December2ol8 557,480 468,697
31 December 2019 and after 1,020,438 895,032

4,402,741 3,646,942
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NOTE 6- FINANCE LEASE RECEİVABLES, NET (Continued)

Finance Lease Receivables
Gross Net performing

Year Ending December 31, 2013 December 31, 2013

31 December 2014 901,352 738,842
31 December 2015 728,575 598,638
31 December 2016 558,170 469,485
31 December20ll 406,214 345,760
31 December 2018 and afler 750,705 659,358

3,345,016 2,812,083

Finance lease receivables can be analyzed as follows:

Year Ending December 31, 2014 December 31, 2013
Neither past due nor impaired 3,646,942 2,812,083
Past dııe but not impaired 18,332 13,820
Impaired 82,287 54,984

Gross 3,747,561 2,880,887

Less: allowances for impairment (63,790) (49,116)

Net finance lease rcceivables 3,683,771 2,831,771

The total impairment provision for finance lease receivables al December 31, 2014 is TL 63,790
(2013 — TL 49,116) of which TL 51,805 (2013 — TL 41,109) represents the individualiy impaired
Ioans and of which TL 11,985(2013 — TL 8,007) represents the portfolio provision in the performing
portfolio.

The Company obtains transfer of rights ofreceivables, morlgages, pledged secıırities, blocked deposits
and guarantee letters as collateral from its customers. Collaterals repossessed by the Company are
transfened to assets held for sale (Note 10), to be k readiiy converted into cash by selling the
related assets.

Collateral in the form of mortgages on property amount amountingto TL 25,092(December3l, 2013:
TL 15,394) has been obtained for impaired finance lease receivables amounting to TL 82,287
(December 31, 2013 — TL 54,984).
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NOTE 6- FINANCE LEASE RECEIVABLES, NET (Continned)

The aging of past due but not impaired fınance lease receivables as at 31 December 2014 and 2013 are
as follows:

Dccember 31, 2014 December 31, 2013
Remaining Remaining

Invoiced Amount Principal Amount Invoiced Amount Principal Amount
0-30 days 8,821 312,669 10,277 490,201
30-60 days 807 25,454 1,914 20,957
60 -150 days 8,704 79,665 1,629 13,858

18,332 417,788 13,820 525,016

Movements in provision for impaired finance lease receivables for the years ended 31 December 2014
and 2013 are as follows:

Dccember3l, December3l,
2014 2013

At 1 January 49,116 27,298

Impairment expense during the year 19,862 24,27!
Recoveries ofamounts previously provided for (5,188) (2,453)

At31 December 63,790 49,116

30



AK FİNANSAL KİRALAMA A.Ş.

NOTES TO THE FINANCİAL STATEMENTS AT 31 DECEMBER 2014
(Amounts cxpressed in thousands of Turkish Lira (it”). unlcss otherwise ndicated.)

NOTE 6- FINANCE LEASE RECEIVABLES, NET (Continued)

Economic sector dsk concentrations for the gross fınance lease receivables as of 31 December 2014
and 2013 are as follows:

December 31, December 31,
2014 % 2013 %

Consırnetion 620,320 14 359,009 1 1
Transpodation 594,694 14 611,938 18
TexİiIe 483,192 11 352,876 11
Production 346,548 8 238,784 7
Food and beverage 321,004 7 151,164 5
SİeeI and mining 312,251 7 277,192 8
Health 289,537 7 196,700 6
Tourism 274,114 6 170,777 5
Energy and natural soıırces 237,254 5 239,191 7
Financial institutions 133,218 3 119,! 19 4
Aııtomotive 127,5 1 1 3 1 16,295 3
Agriculture 125,464 3 1 15,540 3
Wholesale and retail trade 88,523 2 69.506 2
Petroleum and chemistry 51,958 1 33.45!
Technology, telecommunication, media and
entertainment 48,584 1 35,86! 1
Chernistry 40,498 1 34.434
Printing 24,185 1 25,354 1
Edııcation 14,701 0 9,256 0
Machineıy and metal industry 168 0 1,859 0
Other 269,017 6 186,710 6

4,402,741 100 3,345,016 100

Minimum financial lease receivables consist of rentais receivable over the terms of leases. As per the
lease agreements made with Iessees, the ownership of the items leased is transferred to the lessees nt
the end of the lease term.

Depending on the customers’ inability to repay its obligations arising from financial leases or other
similar economic factors. the Company may cancel some of the lease contracis signed with üs
customers. These related asseis may be re-leased to the same customer or to the other customers or;
may be sold to the third parties, depending upon circtımstances.

The Company has no fınance lease payables as at 31 December 2014 and 2013.

As of]! December 2014, the restructured lease receivables amounting to TL 2,603 (2013 — None).
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NOTE 7- DERIVATIVE FINANCİAL INSTRUMENTS

dontract/notlonal iaİr values
amount Asscts Liabilities

December 31, 2014

Derivatives heid for trading:

Foreign exchangc derivatives
Fonvard and currency swap transactions

Interest rate derivatives
Interest rale swap transactions

Derivatives heM for hedging:

Deriva!h’c’s desiguated asfair ıvlıte hedges:
Cross cıırrency swap transactions

Total Over the Counter (“OTC”)

December 31, 2013

Derivatives heid for trading:

Foreign eıchange derivatives
Forward and curency swap transaetions

Interest rate derivatives
Interest rate swap transactions

Derivatives heid for hedging

Deri vatives designaıed asfair ı’alue hedges:
Cross currency swap İransaclions

Total Over the Counter (“OTC”) 1,070,675 344 52,572

Derivative fınancial instruments are further analyzed as a part of the balance sheel in the notes:
commitrnents and contingent liabilitles (Note 21) and financial risk management (Note 3).

As al 31 December 2014 derivative financial instruments heM for hedging are summarized below:

4,427
4,3 05

122

3,210

11,846
11,232

614

337

755,697
575.822

179,8 75

2 15,455

215.455

971,152

3,210 337

7,637 12,183

Fair values
Assets Liabilities -

Contract/notional

_____

amount

845,480
845,480

225,195
225, 195

185
185

159
159

51,515
5 1,5 15

1,057
1.057
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NOTE 7- DEİUVATIVE FINANCİAL INSTRUMENTS (Continucd)

Fair valııe hedges:

The Company hedges its flxed rate HUF Eurobond security issued agninst fair value risk arising from
the flııctuations in the market interest rates and certain part of its EUR financial lease transactions
from the fluctuations in the foreign exchange rates with cross currency swaps. As of 31 December
2014, related to fair value hedge transaction, the fair value change of the Eurobond since the beginning
ofhedge accounting is TL (275).

The Company hedges its flxed rate TL borrowings against fair value risk arising from the fluctuations
in the market interest rates and certain part of its EUR fınancial lease transactions from the
fluctuations in the foreign exchange rales with cross curreney swaps. As of3l December 2014, related
to fair value hedge transactions, the fair value change of the borrowings since the beginning of hedge
accounting is TL (1,024)

NOTE 8- OTHER ASSETS AND PREPAİD EXPENSES

31 December 2014 31 December 2013
Insıırance, notary and other receivables 11,938 9,468
Deferred VAT - 7,894
Other 1,127 345
Prepaidexpenses 818 78

13,883 17,785

NOTE 9 - PROPERTY AND EQUIPMENT AND INTANGIBLE ASSETS

Property and equipment:

1 January 31 December
2014 Additions Disposals Transfer 2014

Cost

Land improvements 257 - (257) - -

Furnitııre and fıxtures 467 31 - - 498
Leasehold improvements 664 63 - - 727
Offlce equiprnent and motor
vehicles 620 64 (185) - 499

2,008 158 (442) - 1,724

Accumulated depreciation

Land improvements 12 - (12) - -

Fıırniture and flxtures 183 92 - - 275
Leasehold improvements 279 140 - - 419
Offıce equipment and motor
vehicles 369 80 (175) . 274

843 312 (187) - 968

Net book value 1,165 (154) (255) - 756
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NOTE 9- PROPERTY AND EQUIPMENT AND INTANGIBLE ASSETS (Continucd)

1 Januarv 31 December
2013 Additions Disposais Transfer 2013

Cost

Land improvements 257 - - - 257
Furniture and fixtures 377 90 - - 467
Leasehold irnprovements 639 25 - - 664
OFflce equipment and motor
vehicles 478 142 - - 620

1,751 257 - - 2,008

Accumulated depreciation

Land improvements 2 10 - - 12
Furniture and fıxtures 104 79 - - 183
Leasehold improvements 149 130 - - 279
OFfıce equipment and motor
vehiçles 295 74 - - 369

550 293 - - 843

Net book value 1,201 (36) - - 1,165

Intangible assets

1 Januarv 2014 Additions Disposals 31 December 2014

Cost
Rights 1,396 401 - 1,797

1,396 401 - 1,797

Accumulated amortization
Rights 823 429 - 1,252

823 429 - 1,252

Net book value 573 (28) - 545
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NOTE 9 - PROPERTY AND EQUIPMENT AND INTANGIBLE ASSETS (Continued)

1 January 2013 Additions Disposais 31 December 2013

Cost
Rights 1,095 30! . 1,396

1,095 301 - 1,396

Accumulated amortization
Rights 494 329 - 823

494 329 - 823

Net book value 601 (28) - 573

NOTE 10 - ASSETS HELU FOR SALE

31 December 2014 31 December 2013

Possessed Collaterais 358 24,694

358 24,694
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NOTE 11 - BORROWINGS

December 31, 2014 December 31, 2013
Interest Balance in Interest rates Balance in

rates per original per annum original
annum (%) currency TL (%) currency TL

Domestic borrowings
Fixed rate borrowings:
EUR 3,22 87,226 246,037 5.10 32,716 96,070
US$ 4.12 37,949 87,999 5.33 66,712 142,383
TL 10,42 482,555 482,555 9.53 532,469 532,470

Floating rate bonowins:
EUR 2.68 27,486 77,529 2.34 47,776 140,293
USS 2.72 29,363 68,089 2.65 43,194 92,188

Total domestic borrowing 962,209 1,003,404

Foreign borrowings

Fixed rate borrowings:
EUR 3.65 133,690 377,097 3.63 143,157 421,262
USS 2.79 26,447 61,332 3.65 45,422 96,944
TL 10.67 43,3 17 43,3 17 9.06 86,286 86,286
Floating rate borowings:
EUR 2.08 152,979 431,507 1.86 82,502 242,268
USS 2.09 147,004 340,889 2.24 144,406 308,207

Tatal foreign borrowings 1,254,142 1,154,967

Total borrowings 2,216,35! 2,158,371

31 Dccember20l4 31 Decemher20l3

Short Term Borrowings 729,557 895,916
LongTerm Borrowings 1,486,794 1,262,455

2,216,351 2,158,371
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NOTE 12 -DEBT SECURITIES ISSUED

31 December 2014 31 December 2013

Debz securities issued
Turkish Lira (*) 1 36,073 1 51,553
Foreign Currency (**) 915,014 533,104

1,051,087 684,657

(t) The floating rate bond of TL 150 million that the Company issued on Februan’ 24. 2012 has
been repaid on Februan’ 21, 2014. The Company issued a discount bond amounting to nominal
TL 80 million on February 21, 2014 which has been repaid on August 19, 2014.

The Company issued floating rate bonds amounting lo nominal TL 70 million on February 21,
2014 and nominal TL 65 million on August 18, 2014. The maturity dates of the bonds are
August 21, 2015 and August 15, 2016, respectively.

(*t) The Company issued a Eurobond amounting to nominal USD 250 million on April 17, 2013
with the maturit date of April 17, 2018.

The Cornpany established a mıılti-currency Global Medium Term Note Programme on
December 23, 2013. Under the programme, the Company issued private placements amounting
to nominal HUF 700 million, CZK 275 million and USD 128.6 million in total.

NOTE 13- ACCOUNTS PAYABLE AND ADVANCES RECEIVED

Accounts payable comprise mainly amounts due to suppliers in relation to assets purchased to be
leased under fınance lease agreements. Accounts payable with respect to new financial leasing
agreements at 31 December 2014 amount ro TL 87,198(2013 — TL 195,618).

Advances received are related with the amounts received from customers regarding the fınancial leasing
agreements. Advances received with respect to new fınancial leasing agreements at 31 December 2014
amount to TL 19,170(2013—TL 22,458).

NOTE 14- OTHER LIABILITIES

31 December 2014 31 December 2013
Provision for personnel performance bonus 1,200 1,200
Withholding taxes and duties payable 13,259 474
Provision for Iawsuk 325 360
Other 80 79

14,864 2,113

NOTE 15- ENWLOYMENT BENEFITS

31 Decembcr 2014 31 December 2013
Reserve for employment termination benefıts 554 403
Provision for unused vacation 610 485

1,164 888
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NOTE 15- EMPLOYMENT BENEFITS (Continued)

Under the Turkish Labor Law, the Company is required to pay termination benefits to each employee
who has completed at least one year of service and whose employment is terminated without due
cause, k called up for militaıy service, dies or who retires after completing 25 years of service
(20 years for women) and achieves the retirement age (58 for women and 60 for men). Since the
legislation was changed on 8 September 1999, there are certain transitional provisions relating to
Iength of service prior to retirement. The amount payable consists of one month’s salary limited to a
maximum of TL 3,438.22 (31 December 2013— TL 3,254.44) (in fuli “TL” amount) for each year of
s e rv i c e.

The Iiabi!ity is not funded, as there is no funding requirement.

The reserve has been calculated by estimating the present value of the future probable obligation of the
Company arising from the retirement of its employees.

IAS 19 requires actuarial valuation methods to be developed to estimate the enterprise’s obligation for
sııch beneflts. Accordingly, the following actuarial assumptions svere used in the calculation of the
total liability as at 31 December 2014 and 2013:

December 31, 2014 December 31, 2013

Discount rate (%) 3.62 4.43
Turnover rate to estimate the probability of retirement (%) 92.50 94.25

The principal assumption is that the maximum Iiability for each year service wili increase in line with
infiation. As the maximum liability is revised semi-annualiy the maximum amount ofTL 3,541.37 (in
fuli “TL” amount) which is effective as of Januaıy 1, 2015 has been taken into consideration in
calculating the provision for employment termination beneflts of the Company (TL 3,438.22 (in fuli
“TL” amount) which was effective from 1 January 2014 as of3l December 2013).

Movement of the reserve for employment termination beneflts for the year is as follows:

31 December2ol4 31 December 2013

At 1 January 403 376
Paid during the year (97) (215)
lncrease during the year 248 242

At31 December 554 403

NOTE 16 - TAXATION

31 December 2014 31 December 2013

Current tax charge (10,344) (18,415)
Deferred tax charge (9,739) 7,574

(20,083) (10,841)
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NOTE 16- TAXATJON (Continucd)

Corporate Tax Law numbered 5422 was altered by Law No.5520 on 13 June 2006 which is published
nt the Offlcial Gazetle numbered 26205 and dated 21 June 2006 and many of its arlicles have become
effective retrospectively starling from 1 ianuary 2006. Corporation tax rate in Turkey starting from
t Januarv 2006 is 20%. Corporation tax is payable at a rale of 20% on the total income of the
Company afler adjusting for certain disallowable expenses, corporate income tax exemptions
(participation exeınption and investment allowance, etc) and corporate income tax deductions (ilke
research and development expenditures deduction). No further tax is payable unless the profıt is
distributed (except withholding tax at the rate of 19.8% on an investment incentive allowance utilized
within the scope of Income Tax Law transitional article 61).

Dividends paid to non-resident corporations, which have a place of business in Turkey, or resident
corporations are not subject to withholding tax. Othenvise, dividends paid are subject to withholding
tax at the rate of 15%. An increase in capital is not considered as a profit distribution.

Corporations are required to pay advance corporation tax quarterly nt the rate of 20% on their
corporate income. Advance tax declaration is made by the l4th day and payable by the I7th day of the
second month following each calendar quarter end by companies. Advance tax paid by corporations is
credited against the annual corporation tax liability. If, despite offsetting, there remains a paid advance
tax amount, it may be reftınded or offset against other liabilities to the government.

in Turkey, there is no procedııre for a final and defınitive agreement on tax assessments. Companies
Ele their tax retums wiıhin the 25th of the foudh month following the close of the fınancial year to
which İhey relate.

Tax retums are open for 5 years from the beginning of the year that follows the date of fıling for the
tax authorities’ review who have the right to audit tax returns, and the related accounting records on
which they are based, and they may issue re-assessments based on their findings.

Under the Turkish taxation system, tax losses can be carried fonvard to offset against future taxable
income for up İo 5 years. Tax losses cannot be carried back to offset proflts from previous periods.

Income tax

31 December 2014 31 December 2013

Income taxes currently payable 10,344 18,415
Prepaidtaxes (6,151) (13,812)

Income taxes payable / (asset) 4,193 4,603
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NOTE 16- TAXATION (Continued)

Reconcilialion of cıırrent year İax expense and calculated theoretical tax expense with siatutory tax
rate by the Company:

Decenıber 31, December 31,
2014 2013

Profit before taxes 100,187 53,806

Theoretical tax expense with 20% tax rate (20,037) (10,761)
Non-deductible expenses and others (46) (80)
lnvestment allowances used - -

Current year tax (expense) (20,083) (10,841)

Deferred taxes:

Under IAS 12. which deals with income taxes, deferred tax assets are recognized to ilie extent that it is
probable that future raxable proflts wilI be available against which the defered ta.x asset can be
utilized and deferred tax assets should be reduced to the extent that it k no longer probable that the
related tax benefıt will be realized. The deferred tax asset and deferred tax liabilitv have been netted of
in these financial statemenis.

The breakdown ofdedtıctible and taxab!e temporary differences is as follows:

Provision for leasing receivables
Valuation of derivative financial instruments
Provision for personnel bonus
Provision for unused vacation
Provision for employment termination

benefıts
Fair value differences of hedged items. net
Provision for legal proceedings
Total

Cumulative Deferred
timing assets /

differences (Iiabilities)
2014 2013 2014 2013
6,232 6,768 1,246 1354

12,183 52,572 2,437 10,514
1,200 1,200 240 240

610 485 122 97

554 403 111 81
1,299 - 260 -

324 360 65 72
22,402 61,788 4,481 12,358

Finance Lease Accruals (35,018) (32,718) (7,004) (6,544)
Valuation of derivative fınancial inslruments (7,637) (344) (1,527) (69)
Valuation offlnancial liabilities (542) (804) (108) (16!)
Other (598) (617) (120) (123)
Total (43,795) (34,483) (8,759) (6,897)

Net (21,393) 27,305 (4,278) 5,461
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NOTE 17- SHARE CAPITAL

At 31 December 2014 the Company’s autlıorized share capital consists of TL 18,840,000,000 shares
with a par value of Kr 1 each (2013 — TL 13,840,000,000 shares with a par value of Kr 1 each). There
k no privilege assigned to shares.

At 31 December 2014 and 2013. the share capital k as follows:

31 Dcccmber 201$ 31 December 2013
Sharcs Shares

(%) TL (%) TL
Akbank T.A.Ş 99,985 188,372 99,985 138,379
Hacı Ömer Sabancı Holding A.Ş. 0,005 9 0,005 7
Tursa Sabancı Turizm ve Yatırım Hizm A.ş. 0,005 9 0,005 7
Bimsa Bilgi İşlem A.Ş. 0,003 7 0,003 5
Ak Yatırım Menkul Değerler A.Ş. 0,002 3 0,002 2

100.00 188,400 100.00 138,400

Adjustment to share capital (13,393) (13,393)

175,007 125,007

In the General Assembly meeting heid on March 3,2014, the Company increased its share capital by
cash amounting to TL 50,000. This General Assembly resolution was registered by Istanbul Trade
Registıy on March 20, 2014 and announced in the Trade Registry Gazette of Turkey on Mareh 27,
2014.

NOTE 18- RETAİNED EARMNGS AND LEGAL RESERVES

The legal resen’es consist of first and second resen’es, appropriated in accordance wiih the Tıırkish
Commercial Code (“TCC”). The TCC stipulates that the first legal reserve k appropriated out of
sıatutory profits M the rate of 5% per annum. until the total resene reaches 20% of the Company’s
paid-in slıare capital. The second legal reserve is appropriated at the rate of 10% per annıım of alI cash
distributions in excess of 5% of the paid-in share capital. Under the TCC, the legal reserves can only
be used to offset losses and are not available for any other usage unless they exceed 50% of paid-in
share capital.

At 31 December 2014 and 2013 reserves held by the Company in the statutory financial statements
which ıvere adjusted for the effects of infiation in accordance with tax law is as follows:

31 December 2014 31 December 2013
Legal resenes 30,948 26,345

Infiation adjustment to shareholders’ equity can only be neued-off against prior vears’ losses and used
as an intemal source in capital increase whereas extraordinaıy reserves can be neued-off against prior
years’ losses, used in distribution of bonus shares and distributions ofdividends to shareholders.
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NOTE 19- OPERATING EXPENSES

Decemher 31, Decemher 31,
2014 2013

Staffcosts 11,289 10,705
Legal proceedings and lawyer expense 1,291 1,46!
Rent expenses 956 897
Depreciation and amoPization expense (Note 9) 741 622
0111cc managementexpenses 681 614
Audit and consultancy expenses 342 496
Taxes and duties other than on income 326 68 1
Communication expenses 148 181
Adveflisement cxpenses 124 64
Travel expenses 128 131
Other 1,465 1,754

17,491 17,606

NOTE 20- TRANSACTIONS AND BALANCES WITH RELATED PARTIES

Partles are considered to be related if one party has the ability to control the other party or exercise
signiflcant influence over the other party in making financial or operational decisions. A number of
transactions vere entered into with related parties in the normal course of business.

a) Balances with related partics

Assets

Due from hanks
December3l,2014 December 31,2013

Akbank TAŞ. (Shareholder)
Akbank N.V. (Other related parties

62,795 145,967

) . 1

62,795 145,968

Net finance lease receivables — (Leasing transaction)

Shareho!der
Akbank TAŞ. 114,304 107,185

Ot/zer relaled partles
Bimsa UIs. Bilgi Ve Yönetim Sist. A.Ş. 5.890 3,2 15

120,19$ 110,400
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NOTE 20- TRANSACTIONS AND RALANCES WITH RELATED PARTIES (Continued)

Lia bill Iies

Borrowings
December 31, 2014 December 31, 2013

Akbank T.A.Ş. (Shareholder) 546,893 5 19,776
AkbankA.G. 71,106 -

617,999 519,776

Trade payables

December 31, 2014 December 31, 2013

Akbank T.A.Ş. (Shareholder) 8 10
Bimsa UIs. Bilgi ve Yönetim Sist. A.Ş. 3,259 1,092
Brisa Bridgestone Sabancı Lastik Sanayi ve Tic. A.Ş. 17 17
Akçansa Çimento Sanayi ve Ticaret A.Ş. 77 77
Ak Sigorta A.Ş. (Other related parties) 7,786 5,100

11,147 6,296

b) Transactions with related parties

Interest income from direct finance leases

December 31, 2014 December 31, 2013

Shareholder
AkbankT.A.Ş. 10,312 9,746

Other related parties
Advansa Sasa Polyester Sanayi A.Ş. - 3
Bimsa his. Bilgi Ve Yönetim Sist. A.Ş. 875 514

11,187 10,263

Interest income on bank deposits

Akbank T.A.Ş. (Shareholder) 8,455 8,263

8,455 8,263

43



AK FİNANSAL KİRALAMA A.Ş.

NOTES TO THE FINANCİAL STATEMENTS AT 31 DECEMBER 2014
(Amouns cxprcssed in thousands oflurkish Lira (TU’), unless ctherwisc indicated.

NOTE 20 - TRANSACTIONS AND BALANCES WITH RELATED PARTIES (Continued)

Deeember3l, December3l,
2014 2013

Commission income

Akbank T.A.Ş. (Shareholder) 79 250

Ak Sigorta A.Ş. (Otlıer related parties) 1,899 1,506

Other 1 0 -

1,988 1,756

Commission cıpense

Akbank T.A.Ş. (Shareholder) 652 678

Ak Yatırım Menkul Değerler A.Ş. 1 13 788

765 1,466

Interest expense on borrowings

Akbank T.A.Ş. (Shareholder) 43,337 29,477

Akbank A.G. (Other related parties) 2,022 2.892
45,359 32,369

Rent and sen’icc expenses (operating cıpenses)

Hacı Ömer Sabancı Holding A.Ş. (Shareholder) 874 830
AkbankT.A.Ş.(Shareholder) 186 236

1,060 1,066

Gam on dcdvative instruments

Akbank TAŞ. (Shareholder) 27,022 3,13 1
27,022 3,131

Losses on derivative instruments

Akbank T.A.Ş. (Shareholder) 6,378 14.860
6,378 14,860

Remuneration of top management
Remuneration of top management 1,850 1,525
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NOTE 20- TR4NSACTIONS AND BALANCES WITH RELATED PARTIES (Continued)

Conlingeni Iiabilitics

Guarantec Ietters obtained from

Akbank T.A.Ş. (Shareholder) 185,711 201,400

Letter of credit ohtained from

Akbank T.A.Ş. (Shareholder) 11,779 30,322

Finance lease commitments

Akbank TAŞ. (Shareholder) 4,753 7,043

Contract/notional Fair values
amount Assets Liabilities

Decembcr3l. 2014

Derivaflveflııaııcial insırunıenls heidfor trading:
Forward transaction
Akbank TAŞ. (Shareholder) 20,934 49 -

Interest rate swap transactions
AkbankT.A.Ş. (Shareholder) 76,413 2 596

Currency swap transactions
Akbank TAŞ. (Shareholder) 212,624 1,710 70

Derivazivefinancial assets heldforfair t’alue hedges:
Cross curreney swap transaction
Akbank TAŞ. (Shareholder) 202,843 2,805 337

Total 512,813 4,566 1,003

Contract/notional Fair values
Amount Assets Liabilities

December 31, 2013
Derivativefinancial insırzıınems hc/dfor ırading:
Forward transaction
Akbank TAŞ. (Shareholder) - - -

Interest rate swap transactions
Akbank T.A.Ş. (Sbareholder) 66,404 20 1,019

Currency swap transactions
Akbank T.A.Ş. (Shareholder) 172,816 147 13,446

Derivativcfinancial asseis heldforfair ve/ne hcdges:
Cross currdncy swap transaction
Akbank TAŞ. (Shareholder) - - -

Total 239,220 167 14,465
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NOTE 21- COMMITMENTS AND CONTINGENT LIABILITIES

in the normal course of activities, the Company undertakes commitments and incurs certain contingent
liabilities that are not presented in these fınancial statements. The following is a summary of
signifıcant commitments and contingent liabilities at December, 31 2014 and 2013.

Legal Proceedings

The Company has provided for a total provision of TL 325 against certain open legal cases as of
December 31, 2014 (December 31, 2013: TL 360).

Cmnnıiınıenıs mıder derbafişe iııstrıımeıds

31 December 2014 31 December 2013
Nominal Nominal Nominal Nominal

Original amount TL Original amount TL

Fonvard and Swap Purchase
Transactions

USD 99,190 230,01 1 53,629 1 14,460
EURO 5,838 16,468 8,586 25,2 12
TL 203,715 203,715 375,383 375,383
CZK 275.000 27.995 - -

HUF 700,000 6,272 - -

Total Purchase 484,461 515,055

Fonvard and Swap Sale Transactions
USD 69,652 161,516 65,943 140,742
EURO 106,157 299.438 140,603 412.880
TL 25,737 25,737 1,998 1,998

Total Sales 486,691 555,620
Grand Total 971,152 1,070,675

Guaranıces gireli

The Compan has letters of crediı in the amount of TL 50,786 (2013 — TL 85,55 1) and fınance lease
commitments in the amount of TL 98,873 (2013 — TL 323,409) for the leased asset imports. Aircrafis
mortgaged to US Exim and EDC on asset based borrowing transactions and letters of guarantees were
giyen to tax offlces, courts and the guaranlees oblained from the banks for Hermes covered loans in
the amount ofTL 365,65! (2013 —TL 319,953). The guarantees obtained for Hermes covered Ioans is
TL 184,766 (2013 — TL 20 1,400) and the amount of aircrafts mortgaged to US Ex-Im and EDC on
asset based borowing transactions is TL 178,125(2013 — TL 124,826)

Conıingeııt Iiabillıies

With the temporaıy artiole 69 added to the Income Tax Code by the Code 5479, a regulation was
introduced stating that the investment allowance amounts calculated within the scope of investment
expenses realized until the date 31 December 2005 can be deducted from 2006, 2007 and 2008
earnings only. Therefore, investment allowance right not used as at 31 December 2008 vere not tü be
transferred tü and utilized in following years.
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NOTE 21- COMMITMENTS AND CONTINGENT LIABILITIES (Continued)

Because of the fact that retrospective rights of the Company had been cancelled with temporaıy article
69, the Company filed the first advance tax return of 2009 through reservation by claiming that they
should be allowed to benefit from investrnent incentive allowance, and initiated a tax case at tax coud
within this scope. On 30 March 201!, Republic ofTurkey Istanbul 2 Tax Court ruled (with reference
to the Constitutional Court decision mentioned below) that the investment incentive allowance, which
the Company could not use within 2008 dııe to İheir insufficient profit, can be transfered to the
following years and ıısed within the scope of deduction, and the tax amount Ievied by rejecting the
mentioned deciaration through reservation is not in compliance with the laws. Furthermore, according
to the decision of Istanbul Tax Court dated on 30 November 2012 related to 2009 second advance tax,
litigation process finalized in favor of the Cornpany and the Company requested refund of 2009
second advance tax frorn Tax Office.

With the decision numbered 2006/95 E and 2009/144 K; and dated 15 October 2009 of the
Constitutional Court promulgated in the Official Gazette dated 8 January 2011, the time limitation was
repealed with regard to the investment incentive allowances which have been already granted.

In 2009 third and foıırth advance tax returns and 2009 annual corporate tax return, the Company
beneflted from investment incentive allowance practice.

in tax inspection reports issııed within the scope of tax inspection condııcted at the Company within
2010, it is explained that the Decision of Constitutional Court became effective ııpon being

promulgated in the Offıcial Gazette dated 8 January 2010; therefore, investment incentive allowance
cannot be utilized in 2009 third and foıırth advance tax returns and 2009 annual corporate tax return.

Tax penalty notifications issued with regard to the mentioned reports were communicated to the
Company within JuIy 2010 period. Accordingly, the Company was imposed with principal corporate
tax amount of TL 14,940 (excluding delay interest) and tax Ioss penalty ofTL 22,410.

The Company requested a settlement for the principal tax and tax penalties communicated to the
Company; however, a settlement could not be arranged as of October 30, 2014. in response, the
Company filed a Iawsuit in the Tax Court on November 7,2014 for the corresponding case.

The Company management foresees that; considering the related annulment decision of the
Constitutional Court, decision of Istanbul Tax Office taken with regard to 2009 first and second
advance tax period of the Company and the decision of the Constitutional Court dated 9 February
2012 and numbered E:201 1/93, K. 2012/20 which was pııblished on the Official Gazette on 18
February 2012, if litigation is initiated against the tax penalty notifications issued with regard to the
year 2009, the litigation process wiil be finalized in favor of the Company. Accordingly, no provision
has been recorded into the financial statements as of 31 December 2014 and 2013 related to the
abovementioned tax issue.

NOTE 22- SUBSEQUENT EVENTS

According to Board of Directors Resolution, dated January 20, 2015 numbered 568, issııance of
domestic bonds to qualified investors on private placement basis between 3 months to 3 years tenor
and up to TL 500 million was approved.
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