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Introduction

We have reviewed the accompanying consolidated statement of financial position of Halk
Gayrimenkul Yatirim Ortakligr A.S. (the “Company’) and its joint operations (together the“Group) as
of 30 September 2017 and the related consolidated statements of profit or loss and other
comprehensive income, consolidated changes in equity and consolidated cash flows for the nine-
month period then ended, and a summary of significant accounting policies and other explanatory
notes. Management is responsible for the preparation and fair presentation of this interim financial
information in accordance with Turkish Accounting Standards. Our responsibility is to express a
conclusion on this consolidated interim financial information based on our review.

Scope of Review

We conducted our review in accordance with Independent Auditing Standard on Review Engagements
2410, “Review of Interim Financial Information Performed by the Independent Auditor of the Entity”.
A review of interim financial information consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review procedures.
A review is substantially less in scope than an audit conducted in accordance with Independent
Auditing Standards and consequently does not enable us to obtain assurance that we would become
aware of all significant matters that might be identified in an audit. Accordingly, we do not express an
audit opinion.

Other Matter

The audit of the Group’s financial statements for the year ended 31 December 2016 and the review of
interim period ended 30 September 2016 were performed by another audit firm. The previous audit
firm has expressed an unmodified opinion on the financial statements as of and for the year ended 31
December 2016 and unmodified review conclusion as of and for the period ended 30 September 2016
dated 13 February 2017 and 31 October 2016, respectively.



Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying interim financial information does not present fairly, in all material respects, the
financial position of Halk Gayrimenkul Yatirnm Ortakligi A.S. and its joint operations as of 30
September 2017, and of their financial performance and their cash flows for the nine-month period
then ended in accordance with Turkish Accounting Standards.

DRT BAGIMSIZ DENETIM VE SERBEST MUHASEBECI MALI MUSAVIRLIK A.S.
Member of DELOITTE TOUCHE TOHMATSU LIMITED

Hasan Kiligc SMMM
Partner

Istanbul, 3 November 2017
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HALK GAYRIMENKUL YATIRIM ORTAKLIGI A.S.
REVIEWED CONSOLIDATED STATEMENT OF FINANCIAL POSITION AS AT 30 SEPTEMBER 2017

(Amounts expressed in Turkish Lira (TL)).

Reviewed Audited
30 September 31 December
Notes 2017 2016

ASSETS
Current Assets 308,333,240 233,670,563
Cash and Cash Equivalents 26 16,402,955 51,301,426
Trade Receivables 5 44,404,165 16,867,810
Trade Receivables From Related Parties 760 -
Trade Receivables From Third Parties 44,403,405 16,867,810
Inventory 6 232,698,068 152,820,902
Prepaid Expenses 7 548,379 386,883
Prepaid Expenses To Related Parties 540,129 220,227
Other prepaid expenses 8,250 166,656
Current Tax Assets 702,703 919,613
Other Current Assets 13 13,576,970 11,373,929
Other Current Assets 13,576,970 11,373,929
Non-Current Assets 1,660,734,451 1,605,916,723
Trade Receivables 5 3,142,107 20,021,770
Trade Receivables From Third Parties 3,142,107 20,021,770
Investment Property 8 1,574,533,522 1,505,807,691
Property, Plant and Equipment 9 288,646 421,443
Intangible Assets 10 158,724 316,274
Other Intangible Assets 158,724 316,274
Prepaid Expenses 7 44,238,175 56,127,988
Other Prepaid Expenses 44,238,175 56,127,988
Other Non-Current Assets 13 38,373,277 23,221,557
Other Non-Current Assets From Related Parties 38,373,277 23,221,557

TOTAL ASSETS

The accompanying notes form an integral part of these consolidated financial statements.
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HALK GAYRIMENKUL YATIRIM ORTAKLIGI A.S.

REVIEWED CONSOLIDATED STATEMENT OF FINANCIAL POSITION AS AT 30 SEPTEMBER 2017

(Amounts expressed in Turkish Lira (TL)).

LIABILITIES

Current Liabilities
Current Portion of Long Term Borrowings
Short Term Financial Borrowings From Related Parties
Trade Payables
Trade Payables To Related Parties
Trade Payables To Third Parties
Deferred Income
Deferred Income From Third Parties
Provisions
Short Term Portion of Provisions Relating to Employee Benefits
Other Current Provisions
Other Current Liabilities
Other Current Liabilities

Non-Current Liabilities
Financial Borrowings
Long Term Financial Borrowings From Related Parties
Long Term Provisions
Long Term Portion of Provisions Relating to Employee Benefits

EQUITY
Share Capital
Treasury Shares
Share premium
Other comprehensive income that will not be
reclassified to profit or loss
- Gains on Remeasurement of Defined Benefit Plans
Restricted Reserves
Retained Earnings
Net Profit For The Period
TOTAL LIABILITIES AND EQUITY

Reviewed Audited

30 September 31 December

Notes 2017 2016
297.082.187 200.036.884

22 34.118.580 3.397.355
34.118.580 3.397.355

5 12.072.779 534.202
52.048 63.264

12.020.731 470.938

7 233.786.035 190.060.630
233.786.035 190.060.630

837.706 868.915

12 769.946 801.155
11 67.760 67.760
16.267.087 5.175.782

13 16.267.087 5.175.782
7.725.959 9.354.658

22 7.349.512 9.152.608
7.349.512 9.152.608

12 376.447 202.050
376.447 202.050

1.664.259.545 1.630.195.744

14 820.000.000 790.000.000
14 (23.117.578) (22.271.814)
49.945.096 49.945.096

649 649

649 649

14 39.266.359 37.486.655
741.185.806 667.368.102

36.979.213 107.667.056
1.960.067.691 ~ 1.839.587.286

The accompanying notes form an integral part of these consolidated financial statements.
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HALK GAYRIMENKUL YATIRIM ORTAKLIGI A.S.

REVIEWED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE PERIOD 1 JANUARY - 30 SEPTEMBER 2017

(Amounts expressed in Turkish Lira (TL)).

Revenue
Cost of Sales
GROSS PROFIT

General administrative expenses (-)
Marketing and selling expenses (-)
Other operating income from main activities
Other operating loss from main activities (-)

OPERATING PROFIT
Finance costs (-)

PROFIT BEFORE TAX

NET PROFIT FOR THE PERIOD

Earnings per share

OTHER COMPREHENSIVE INCOME

Other comprehensive income that will not be

reclassified to profit or loss

Gains on Remeasurement of Defined Benefit Plans

OTHER COMPREHNSIVE INCOME

TOTAL COMPREHENSIVE INCOME

Reviewed Reviewed Reviewed Reviewed

1 January- 1 July- 1 January- 1 July-

30 September 30 September 30 September 30 September

Notes 2017 2017 2016 2016
15 61.737.429 18.215.307 58.975.106 18.767.367
15 (11.289.136) (2.652.153) (10.473.718) (3.037.062)
50.448.293 15.563.154 48.501.388 15.730.305

17 (8.742.946) (2.857.974) (7.450.374) (2.709.266)
17 (2.149.597) (492.234) (4.219.698) (849.557)
18 2.147.088 847.090 145.483 71.505
18 (3.399.434) (94.911) (3.665.185) (3.588.740)
38.303.404 12.965.125 33.311.614 8.654.247

19 (1.324.191) (699.341) (1.102.498) (353.653)
36.979.213 12.265.784 32.209.116 8.300.594

36.979.213 12.265.784 32.209.116 8.300.594

0,0451 0,0150 0,0408 0,0105

36.979.213 12.265.784 32.209.116 8.300.594

The accompanying notes form an integral part of these consolidated financial statements.
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HALK GAYRIMENKUL YATIRIM ORTAKLIGI A.S.

REVIEWED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY FOR THE PERIOD 1 JANUARY — 30 SEPTEMBER 2017

(Amounts expressed in Turkish Lira (TL)).

Balance at 1 January 2016
Transfers

Total Comprehensive Income

Capital Increase
Dividends

Balance at 30 September 2016

Balance at 1 January 2017
Transfers

Total Comprehensive Income

Capital Increase
Dividends

Balance at 30 September 2017

Other
Comprehensive
Income That Will
Not Be Reclassified
to Profit or Loss

Accumulated Gains

Accumulated Profits

Treasury Share on Remeasurement of Restricted Retained  Net Profit For
Notes Share Capital Shares Premium Defined Benefit Plans Reserves Earnings The Period Equity
743,000,000  (20,946,784) 49,945,096 3,446 32,833,600 17,189,603 57,423,905 879,448,866
- - - - 4,653,055 52,770,850 (57,423,905) -
- - - - - - 32,209,116 32,209,116
47,000,000 (1,325,030) - - - (45,674,970) - -
- - - - - (5,270,987) - (5,270,987)
790,000,000  (22,271,814) 49,945,096 3,446 37,486,655 19,014,496 32,209,116 906,386,995
790,000,000  (22,271,814) 49,945,096 649 37,486,655 667,368,102 107,667,056  1,630,195,744
- - - - 1,779,704 105,887,352  (107,667,056) -
- - - - - - 36,979,213 36,979,213
30,000,000 (845,764) - - - (29,154,236) - -
1 - - - - - (2,915,412) - (2,915,412)
820,000,000  (23,117,578) 49,945,096 649 39,266,359 741,185,806 36,979,213  1,664,259,545

The accompanying notes form an integral part of these consolidated financial statements.
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HALK GAYRIMENKUL YATIRIM ORTAKLIGI A.S.

REVIEWED CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE PERIOD 1 JANUARY - 30 SEPTEMBER 2017

(Amounts expressed in Turkish Lira (TL)).

Reviewed Reviewed
1 January- 1 January-
30 September 30 September
Cash flows from operating activities Notes 2017 2016
A. Cash flows from operating activities
Profit/loss for the year 36,979,213 32,209,116
Adjustments to reconcile profit/loss for the year
- Adjustments related to depreciation and amortization expenses 9-10 320,215 311,495
- Adjustments related to provisions 11-12 143,188 (22,979)
- Adjustments related to interest income and expenses 15-19 (3,600,402) (3,691,564)
Changes in working capital
- Adjustments related to increase/decrease in inventories (79,877,166) (39,871,280)
- Adjustments related to increase/decrease in trade receivables (10,655,932) (23,514,120)
- Adjustments related to increase/decrease in prepaid expenses 11,728,317 (6,225,793)
- Adjustments related to increase/decrease in other assets (17,137,851) 75,132
- Adjustments related to increase/decrease in trade payables 11,538,577 (1,565,687)
- Adjustments related to increase/decrease in deferred revenue 43,725,405 108,542,953
- Adjustments related to increase/decrease in other liabilities 11,091,305 (24,629)
Cash generated from operations 4,254,869 66,222,644
Interest received 5,399,668 4,353,139
Other cash inflows / outflows (53,525) (49,907)
B. Cash flows from investing activities
Cash inflows from sale of property, plant and equipment
and intangible assets 9 - 4,140
Cash outflows for purchase of property, plant and equipment
and intangible assets 9-10 (29,868) (29,619)
Cash outflows for investment
properties 8 (68,725,831) (4,004,595)
(68,755,699) (4,030,074)
C. Cash flows from financing activities
Proceeds from borrowings 30,721,225 -
Cash used for repayment of borrowings (1,803,096) (1,676,289)
Dividends paid (2,915,412) (5,270,987)
Interest paid (1,285,526) (1,008,744)
24,717,191 (7,956,020)
Net increase/(decrease) in cash and
cash equivalents (A+B+C) (34,437,496) 58,539,782
D. Cash and cash equivalents at the beginning of the period 50,787,686 16,393,667
Cash and cash equivalents at the end of
the period (A+B+C+D) 26 16,350,190 74,933,449

The accompanying notes form an integral part of these consolidated financial statements.

5



HALK GAYRIMENKUL YATIRIM ORTAKLIGI A.S.

REVIEWED NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 SEPTEMBER 2017

(Amounts expressed in Turkish Lira (TL)).

ORGANIZATION AND OPERATIONS OF THE GROUP

The main activity of Halk Gayrimenkul Yatirim Ortakligi AS (the “Company”) is to invest in
properties, property projects, rights on properties, property related capital market instruments and
portfolio including other rights and assets as deem appropriate by the Capital Markets Board of
Turkey (“CMB”). The Company and its joint operations are referred as the Group in this report (please
also refer to Note 2.1 and Note 3). In accordance with the relevant articles of the CMB’s Communiqué
on the Principles of Real Estate Investment Trusts, the main objective of the Company is to invest in
properties, property projects, property rights and capital market instruments.

The operations of the Group, its portfolio management policies and limitations are consistent with the
regulatory requirements of the CMB. Investment property portfolio of the Group consists of lands and
rental properties which are used as bank branches and bank headquarter. The Company obtained its
license to operate by the CMB’s approval dated 24 September 2010 and numbered 9546, and
registered in the CMB. The registered capital ceiling of the Company is TL 1,500,000,000. The paid in
capital of the Company is TL 820,000,000 of which TL 196,217,979 was paid in cash whereas TL
513,282,021 was paid in kind and TL 110,500,000 was incorporated from reserves internally
appropriated.

The headquarter of the Company is registered in Serifali Ciftligi Tatlisu Mah. Ertugrulgazi Sok. No:1
34774 Yukar1 Dudullu Umraniye/istanbul.

As at 30 September 2017, the number of personnel employed in the Company is 41 (31 December
2016: 40).

The Company is a subsidiary of Tiirkiye Halk Bankas1 AS (“Halkbank™) and was registered on 18
October 2010. With the amendment dated 31 December 2009 made by the CMB the Communiqué on
the Principles of Real Estate Investment Trusts, it is obligatory that the shares of trusts representing a
minimum 25% of their capital be issued within three months of either the establishment of the
investment trust or the related amendment to the articles of association being registered with the Trade
Registry, are offered to public and that they apply to the CMB with the request that all shares to be
registered.

The Company has applied to the CMB on 29 August 2012 to increase the issued capital from TL
477,000,000 to TL 662,500,000 within TL 1,500,000,000 registered capital ceiling, by initial public
offering of the increase of TL 185,500,000 B group bearer shares. The application was approved in
accordance with the CMB’s decision numbered 4/97 on 8 February 2013. During 13-15 February
2013, TL 185,500,000 B group shares offered to public by restricting the preemptive rights of the
existing shareholders. After the collection of the investors demand, the Company’s shares started to be
traded on Istanbul Stock Exchange with HLGYO title as of 22 February 2013.

As at 11 June 2015, the Company increased its share capital to TL 743,000,000 by transferring TL
45,100,000 from retained earnings to the share capital.

As at 4 September 2014, the Company has signed a Joint Operation Agreement with Vakif
Gayrimenkul Yatirim Ortaklig1 A.S. for developing a real estate project.

As at 14 April 2016, the Company has signed Joint Operation Agreement with Er Konut Ins. Taah.
Ins. Malz. Nak. ve Mad. Tic. ve San. A.S. for developing a real estate project.

As at 25 May 2016, the Company increased its share capital to TL 790,000,000 by transferring TL
47,000,000 from retained earnings to the share capital.

As at 15 August 2017, the Company increased its share capital to TL 820,000,000 by transferring TL
30,000,000 from retained earnings to the share capital.



2.1

HALK GAYRIMENKUL YATIRIM ORTAKLIGI A.S.

REVIEWED CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE PERIOD 1 JANUARY - 30 SEPTEMBER 2017

(Amounts expressed in Turkish Lira (TL)).
ORGANIZATION AND OPERATIONS OF THE GROUP (cont’d)

As at 24 August 2017, the Company has signed a Joint Operation Agreement with Teknik Yap1
Teknik Yapilar San.ve Tic.A.S. for developing a real estate project.

The details of the Company’s joint operations are below:

Type of Main Activity

Joint operations Activity Fields
Halk GYO-Vakif GYO Adi Ortakligt Construction Real Estate
Construction
Halk GYO-Erkonut Adi Ortakligi Construction Real Estate
Construction
Halk GYO-Teknik Yap1 Adi Ortaklig1 Construction Real Estate

Construction

Dividend payable:

The Company has distributed dividend of TL 2.915.412 on 21 June, 2017, in consideration of the
decision taken at the 2016 Ordinary General Assembly held on 15 June 2017 (2016: TL 5,270,987).

Approval of financial statements:

Board of Directors has approved the consolidated financial statements and delegated authority for
publishing it on 2 November 2017. General Assembly has the authority to modify the financial
statements.

BASIS OF PRESENTATION OF THE FINANCIAL STATEMENTS

Basis of Presentation

Statement of Compliance in TAS

The accompanying financial statements are prepared in accordance with the requirements of Capital
Markets Board (“CMB”) Communiqué Serial II, No: 14.1 “Basis of Financial Reporting in Capital
Markets”, which was published in the Official Gazette N0:28676 on 13 June 2013. The accompanying
financial statements are prepared based on the Turkish Accounting Standards (“TAS”) and
interpretations that have been put into effect by the Public Oversight Accounting and Auditing
Standards Authority (“POA”) under Article 5 of the Communiqué.

The financial statements and disclosures have been prepared in accordance with the resolution of
CMB dated 7 June 2013 about the “illustrations of financial statements and application guidance”.

The consolidated financial statements have been prepared on the historical cost basis except for
investment properties that are measured at fair values. Historical cost is generally based on the fair
value of the consideration given in exchange for assets.



2.1

HALK GAYRIMENKUL YATIRIM ORTAKLIGI A.S.

REVIEWED NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 SEPTEMBER 2017

(Amounts expressed in Turkish Lira (TL)).

BASIS OF PRESENTATION OF THE FINANCIAL STATEMENTS (cont’d)
Basis of Presentation (cont’d)

Currency Used

The individual financial statements of each Group entity are presented in the currency of the primary
economic environment in which the entity operates (its functional currency). The results and financial
position of each entity are expressed in TL, which is the functional currency of the Company, and the
presentation currency for the consolidated financial statements.

Preparation of Financial Statements in Hyperinflationary Economies

In accordiance with the communique issued by CMB, for companies that operate in Turkey and
prepare their financial statements applying Turkish Accounting Standards, it is decided not to apply
inflation accounting from 1 January 2005 which is published on 17 March 2005 numbered 11/367.
Accordingly, as of 1 January 2005 No:29 “ Financial reporting in Hyperinflationary Economies”
(“TAS 29”) was not applied.

Comparative Information and Reclassification of Prior Period Consolidated Financial Statements

Consolidated financial statements of the Group have been prepared comparatively with the prior
period in order to give information about financial position and performance. In order to maintain
consistency with current year consolidated financial statements, comparative information is reclassed
and significant changes are disclosed if necessary. The nature, reason and the amounts of
reclassification are described below:

o As of 31 December 2016, the Group has netted off the notes receivable recorded
under “Receivables from non-related parties” amounting to TL 15,252,689, which
were related to the Land Sale of Revenue Sharing Agreements, with the “Deffered
income from non-related parties” in the same amount.

e The lawsuit provision amounting to TL 67,760, which was previously disclosed in
“Other short term liabilities” in 2016, was reclassified to “Other short term
provisions” in the current period.

e The advance payments on residential sales amounting to TL 183,793,138, which was
previously disclosed in “Long term defferred revenue” in 2016, were reclassified to
“Short term deferred revenue” in the current period.

e Donation and aid expenses in profit or loss and other comprehensive income
statement amounting to TL 3,550,000, which were disclosed in “General
administrative expenses” in 2016, were reclassified to “Other expenses from operating
activities” in the current period.



2.1

2.2

2.3

2.4

HALK GAYRIMENKUL YATIRIM ORTAKLIGI A.S.

REVIEWED CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE PERIOD 1 JANUARY - 30 SEPTEMBER 2017

(Amounts expressed in Turkish Lira (TL)).
BASIS OF PRESENTATION OF THE FINANCIAL STATEMENTS (cont’d)
Basis of Presentation (cont’d)

Interests in joint operations:

A joint operation is a joint arrangement whereby the parties that have joint control of the arrangement
have rights to the assets, and obligations for the liabilities, relating to the arrangement. Joint control is
the contractually agreed sharing of control of an arrangement, which exists only when decisions about
the relevant activities require unanimous consent of the parties sharing control.

When a Group entity undertakes its activities under joint operations, the Group as a joint operator
recognises in relation to its interest in a joint operation:

Its assets, including its share of any assets held jointly.

Its liabilities, including its share of any liabilities incurred jointly.

Its revenue from the sale of its share of the output arising from the joint operation.
Its share of the revenue from the sale of the output by the joint operation.

Its expenses, including its share of any expenses incurred jointly.

The Group accounts for the assets, liabilities, revenues and expenses relating to its interest in a joint
operation in accordance with the TAS applicable to the particular assets, liabilities, revenues and
expenses.

Changes in Accounting Policies

Significant changes in accounting policies have been applied retrospectively and prior period
consolidated financial statements are restated. In the current period, the Group has not made any
change in its accounting policies.

Changes in Accounting Estimates and Errors

If changes in accounting estimates and errors are for only one period, changes are applied in the
current period but if the estimated changes affect the following periods, changes are applied both on
the current and following years prospectively. In the current period, there are not any material errors
and changes in accounting estimates.

New and Revised Turkish Accounting Standards

a) Amendments to TAS affecting amounts reported and/or disclosures in the consolidated financial
statements

None.

b) New and revised TAS applied with no material effect on the consolidated financial statements

None.



2.4

HALK GAYRIMENKUL YATIRIM ORTAKLIGI A.S.

REVIEWED NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 SEPTEMBER 2017

(Amounts expressed in Turkish Lira (TL)).

BASIS OF PRESENTATION OF THE FINANCIAL STATEMENTS (cont’d)
New and Revised Turkish Accounting Standards (cont’d)

¢) New and revised TAS in issue but not vet effective

The Group has not applied the following new and revised TAS that have been issued but are not yet
effective:

TFRS 9 Financial Instruments *
TFRS 15 Revenue from Contracts with Customers *

! Effective for annual periods beginning on or after 1 January 2018.
TFRS 9 Financial Instruments

TFRS 9, issued by Public Oversight Authority (“POA”) in 2010, introduces new requirements for the
classification and measurement of financial assets. TFRS 9 is amended in 2011 to include
requirements for the classification and measurement of financial liabilities and for derecognition.

Revised version of IFRS 9 is issued by POA in January 2017 mainly to include a) impairment
requirements for financial assets and b) limited amendments to the classification and measurement
requirements by introducing a ‘“fair value through other comprehensive income (“FVTOCI”)
measurement category for certain simple debt instruments.

TFRS 9 is effective for the annual periods beginning on or after 1 January 2018. Early adoption is
permitted.

TFRS 15 Revenue from Contracts with Customers

TFRS 15 provides a single, principles based five-step model to be applied to all contracts with
customers.

The five steps in the model are as follows:

Identify the contract with the customer,

Identify the performance obligations in the contract,

Determine the transaction price,

Allocate the transaction price to the performance obligations in the contracts,
Recognise revenue when the entity satisfies a performance obligation.

TFRS 15 also clarifies three aspects of the standard (identifying performance obligations, principal
versus agent considerations, and licensing) and provides some transition relief for modified contracts
and completed contracts.

The Group evaluates the effects of these standards, amendments and improvements on the
consolidated financial statements.

10



2.5

HALK GAYRIMENKUL YATIRIM ORTAKLIGI A.S.

REVIEWED NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 SEPTEMBER 2017

(Amounts expressed in Turkish Lira (TL)).

BASIS OF PRESENTATION OF THE FINANCIAL STATEMENTS (cont’d)

Summary of Significant Accounting Policies

Related Parties

A related party is a person or entity that is related to the entity that is preparing its financial statements.
a) A person or a close member of that person's family is related to a reporting entity if that person:

(i) has control or joint control over the reporting entity;

(ii) has significant influence over the reporting entity; or

(iii) is a member of the key management personnel of the reporting entity or of a parent of the
reporting entity.

(b) An entity is related to a reporting entity if any of the following conditions applies:

(i) The entity and the reporting entity are members of the same group (which means that each
parent, subsidiary and fellow subsidiary is related to the others).

(ii) One entity is an associate or joint venture of the other entity (or an associate or joint venture of
a member of a group of which the other entity is a member).

(ii) Both entities are joint ventures of the same third party.

(iv) One entity is a joint venture of a third entity and the other entity is an associate of the third
entity.

(v) The entity is a post-employment benefit plan for the benefit of employees of either the
reporting entity or an entity related to the reporting entity. If the reporting entity is itself such a
plan, the sponsoring employers are also related to the reporting entity.

(vi) The entity is controlled or jointly controlled by a person identified in (a).

(vii) A person identified in (a)(i) has significant influence over the entity or is a member of the
key management personnel of the entity (or of a parent of the entity).

A related party transaction is a transfer of resources, services or obligations between a reporting entity
and a related party, regardless of whether a price is charged.

Revenue

Revenue is recognized when it is probable that an economic gain will be realized to the Company as a
result of its operations and it is probable that the income will be measured reliably. Net sales is
reduced for estimated and realized customer returns, rebates, commissions and taxes related with sales.
Revenue is recognized when all the following conditions are satisfied:

Sale of real estate
Where the real estate is sold, the risk and benefits are transferred to the buyer, the amount of the
revenue can be calculated reliably, and the title deeds take place then, the revenue is considered to be

occurred. Revenue is realized if it is possible to enter into the Company with the economic benefits
generated by this transaction and the amount of this revenue can be reliably measured.
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2.5

HALK GAYRIMENKUL YATIRIM ORTAKLIGI A.S.

REVIEWED CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE PERIOD 1 JANUARY - 30 SEPTEMBER 2017

(Amounts expressed in Turkish Lira (TL)).

BASIS OF PRESENTATION OF THE FINANCIAL STATEMENTS (cont’d)
Summary of Significant Accounting Policies (cont’d)

Revenue (cont’d)

Rental income from real estate leases:

Rental income from real estates is recognized on an accrual and a straight line basis through the
related lease contract. If there are other benefits to the tenants of the Company, they are recorded so as
to reduce rental income during the lease term.

Dividend and interest income:

Dividend income from investments is recognized when the shareholder's right to receive payment has
been established (provided that it is probable that the economic benefits will flow to the Group and the
amount of income can be measured reliably).

Interest income from a financial asset is recognized when it is probable that the economic benefits will
flow to the Group and the amount of income can be measured reliably. Interest income is accrued on a
time basis, by reference to the principal outstanding and at the effective interest rate applicable, which
is the rate that exactly discounts estimated future cash receipts through the expected life of the
financial asset to that asset's net carrying amount on initial recognition.

Sale of lands

Revenue is recognised when all significant risks and rewards regarding the lands are transferred to the
buyer and the amount of revenue can be measured reliably.

Sales of land by way of “Land Sale of Revenue Sharing Agreement” (“LSRSA”)

The Company recognizes revenue from the sale of land by “Land Sale of Revenue Sharing
Agreement” (LSRSA) when transfer of legal ownership of land is transferred to the buyer. When the
legal ownership is not transferred, the Company books its share of revenue as deferred income. The
Company’s share in Total Sales Revenue (“TSR”) is recorded as revenue from sale of land and related
cost is recognised as cost of land sold in the statement of profit or loss.

Inventories

Inventories are stated at the lower of cost and net realizable value. Net realizable value represents the
estimated selling price less all estimated costs of completion and costs necessary to make the sale.
When the net realizable value of inventory is less than cost, the inventory is written down to the net
realizable value and the expense is included in statement of profit or loss in the period the write-down
or loss occurred. When the circumstances that previously caused inventories to be written down below
cost no longer exist or when there is clear evidence of an increase in net realizable value because of
changed economic circumstances, the amount of the write-down is reversed. The reversal amount is
limited to the amount of the original write-down.
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HALK GAYRIMENKUL YATIRIM ORTAKLIGI A.S.

REVIEWED NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 SEPTEMBER 2017

(Amounts expressed in Turkish Lira (TL)).

BASIS OF PRESENTATION OF THE FINANCIAL STATEMENTS (cont’d)
Summary of Significant Accounting Policies (cont’d)
Property, Plant and Equipment

Property, plant and equipment are carried at cost less accumulated depreciation and any accumulated
impairment losses. Land is not depreciated and carried at cost less accumulated impairment.

Properties in the course of construction for production, supply or administrative purposes are carried at
cost, less any recognized impairment loss. Cost includes professional fees and, for qualifying assets,
borrowing costs capitalized. Such properties are classified to the appropriate categories of property,
plant and equipment when completed and ready for intended use. Depreciation of these assets, on the
same basis as other property assets, commences when the assets are ready for their intended use.

Depreciation is recognized so as to write off the cost or valuation of assets, other than freehold land
and properties under construction, less their residual values over their estimated useful lives, using the
straight-line method. The estimated useful lives, residual values and depreciation method are
reviewed at the end of each reporting period, with the effect of any changes in estimate accounted for
on a prospective basis.

Assets held under finance leases are depreciated over their expected useful lives on the same basis as
owned assets. However, when there is no reasonable certainty that ownership will be obtained by the
end of the lease term, assets are depreciated over the shorter of the lease term and their useful lives.

An item of property, plant and equipment is derecognized upon disposal or when no future economic
benefits are expected to arise from the continued use of the asset. Any gain or loss arising on the
disposal or retirement of an item of property, plant and equipment is determined as the difference
between the sales proceeds and the carrying amount of the asset and is recognized in profit or loss.
Leases

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the
risks and rewards of ownership to the lessee. All other leases are classified as operating leases.

Leases - the Group as lessor

Amounts due from lessees under finance leases are recognized as receivables at the amount of the
Group’s net investment in the leases. Finance lease income is allocated to accounting periods so as to
reflect a constant periodic rate of return on the Group’s net investment outstanding in respect of the
leases.

Rental income from operating leases is recognized on a straight-line basis over the term of the relevant

lease. Initial direct costs incurred in negotiating and arranging an operating lease are added to the
carrying amount of the leased asset and recognized on a straight-line basis over the lease term.
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HALK GAYRIMENKUL YATIRIM ORTAKLIGI A.S.

REVIEWED NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 SEPTEMBER 2017
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BASIS OF PRESENTATION OF THE FINANCIAL STATEMENTS (cont’d)
Summary of Significant Accounting Policies (cont’d)
Leases (cont’d)

Leases - the Group as lessee

Assets held under finance leases are initially recognized as assets of the Group at their fair value at the
inception of the lease or, if lower, at the present value of the minimum lease payments. The
corresponding liability to the lessor is included in the consolidated statement of financial position as a
finance lease obligation.

Lease payments are apportioned between finance expenses and reduction of the lease obligation so as
to achieve a constant rate of interest on the remaining balance of the liability. Finance expenses are
recognized immediately in profit or loss, unless they are directly attributable to qualifying assets, in
which case they are capitalized in accordance with the Group’s general policy on borrowing costs.
Contingent rentals are recognized as expenses in the periods in which they are incurred.

Operating lease payments are recognized as an expense on a straight-line basis over the lease term,
except where another systematic basis is more representative of the time pattern in which economic
benefits from the leased asset are consumed. Contingent rentals arising under operating leases are
recognized as an expense in the period in which they are incurred.

Intangible Assets

Intangible assets acquired seperately

Intangible assets with finite useful lives that are acquired separately are carried at cost less
accumulated amortization and accumulated impairment losses. Amortization is recognized on a
straight-line basis over their estimated useful lives. The estimated useful life and amortization method
are reviewed at the end of each reporting period, with the effect of any changes in estimate being
accounted for on a prospective basis. Intangible assets with indefinite useful lives that are acquired
seperately are carried at cost less accumulated impairment losses.

Computer software

Acquired computer software licenses are capitalized on the basis of the costs incurred to acquire and
bring to use the specific software. These costs are amortized over their estimated useful lives (5-10
years). Costs associated with developing or maintaining computer software programmes are
recognized as an expense as incurred.

Derecognition of intangible assets

An intangible asset is derecognized on disposal, or when no future economic benefits are expected
from use or disposal. Gains or losses arising from derecognition of an intangible asset, measured as the
difference between the net disposal proceeds and the carrying amount of the asset, are recognized in
profit or loss when the asset is derecognized.
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HALK GAYRIMENKUL YATIRIM ORTAKLIGI A.S.

REVIEWED NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 SEPTEMBER 2017
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BASIS OF PRESENTATION OF THE FINANCIAL STATEMENTS (cont’d)
Summary of Significant Accounting Policies (cont’d)
Impairment of Tangible and Intangible Assets Other Than Goodwill

At the end of each reporting period, the Group reviews the carrying amounts of its tangible and
intangible assets to determine whether there is any indication that those assets have suffered an
impairment loss. If any such indication exists, the recoverable amount of the asset is estimated in order
to determine the extent of the impairment loss (if any). When it is not possible to estimate the
recoverable amount of an individual asset, the Group estimates the recoverable amount of the cash-
generating unit to which the asset belongs. When a reasonable and consistent basis of allocation can be
identified, corporate assets are also allocated to individual cash-generating units, or otherwise they are
allocated to the smallest group of cash-generating units for which a reasonable and consistent
allocation basis can be identified.

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested
for impairment at least annually, and whenever there is an indication that the asset may be impaired.
Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in
use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate
that reflects current market assessments of the time value of money and the risks specific to the asset
for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable
amount. An impairment loss is recognized immediately in profit or loss, unless the relevant asset is
carried at a revalued amount, in which case the impairment loss is treated as a revaluation decrease.

When an impairment loss subsequently reverses, the carrying amount of the asset (or a cash-
generating unit) is increased to the revised estimate of its recoverable amount, but so that the increased
carrying amount does not exceed the carrying amount that would have been determined had no
impairment loss been recognized for the asset (or cash-generating unit) in prior years. A reversal of an
impairment loss is recognized immediately in profit or loss, unless the relevant asset is carried at a
revalued amount, in which case the reversal of the impairment loss is treated as a revaluation increase.

Borrowing Costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets,
which are assets that necessarily take a substantial period of time to get ready for their intended use or
sale, are added to the cost of those assets, until such time as the assets are substantially ready for their
intended use or sale.

When the Group borrows funds specifically for the purpose of the qualifying assets, the amount of
borrowing costs eligible for capitalization is the actual borrowing costs incurred on that borrowing
during the period less any investment income on the temporary investment of those borrowings.

General borrowings of the Group are capitalized to the applicable qualifying assets based on a
capitalization rate. The capitalization rate is the weighted average of the borrowing costs applicable to
the borrowings of the entity that are outstanding during the period, other than borrowings made
specifically for the purpose of obtaining a qualifying asset.
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BASIS OF PRESENTATION OF THE FINANCIAL STATEMENTS (cont’d)
Summary of Significant Accounting Policies (cont’d)
Borrowing Costs (cont’d)

Investment income earned on the temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the borrowing costs eligible for capitalization.

All other borrowing costs are recognized in the statement of profit or loss in the period in which they
are incurred.

Financial Instruments
Financial assets

Financial assets are classified into the following specified categories: financial assets as ‘at fair value
through profit or loss’ (FVTPL), ‘held-to-maturity investments’, ‘available-for-sale’ (AFS) financial
assets and ‘loans and receivables’. The classification depends on the nature and purpose of the
financial assets and is determined at the time of initial recognition. A regular way purchase or sale of
financial assets shall be recognised using trade date accounting or settlement date accounting. When a
financial asset is recognised initially, the Group measures it at its fair value plus, in the case of a
financial asset or financial liability not at fair value through profit or loss, transaction costs that are
directly attributable to the acquisition or issue of the financial asset or financial liability.

Financial assets at FVTPL

Financial assets at fair value through profit or loss are financial assets held for trading. A financial
asset is classified in this category if acquired principally for the purpose of selling in the short-term.
Derivatives are also categorized as held for trading unless they are designated as hedges. These
financial assets are stated at fair value and any gain or losses are recognised in profit or loss.

Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments
and fixed maturity dates that the Group has the positive intent and ability to hold to maturity.
Subsequent to initial recognition, held-to-maturity investments are measured at amortized cost using
the effective interest method less any impairment.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market. Loans and receivables (including trade and other receivables, bank
balances and cash, and others) are measured at amortized cost using the effective interest method, less
any impairment. Interest income is recognized by applying the effective interest rate, except for short-
term receivables when the effect of discounting is immaterial.
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BASIS OF PRESENTATION OF THE FINANCIAL STATEMENTS (cont’d)
Summary of Significant Accounting Policies (cont’d)
Financial Instruments (cont’d)

Financial assets (cont’d)

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits and other short-term highly
liquid investments which their maturities are three months or less from date of acquisition and that are
readily convertible to a known amount of cash and are subject to an insignificant risk of changes in
value. The Group’s cash and cash equivalents are classified under the category of ‘Loans and
Receivables’.

Recognition and derecognition of financial assets

The Group recognises a financial asset or a financial liability in its statement of financial position
when, and only, the entity becomes a party to the contractual provisions of the instrument. The Group
derecognizes a financial asset only when the contractual rights to the cash flows from the asset expire,
or when it transfers the financial asset and substantially all the risks and rewards of ownership of the
asset to another party. If the Group neither transfers nor retains substantially all the risks and rewards
of ownership and continues to control the transferred asset, the Group recognizes its retained interest
in the asset and an associated liability for amounts it may have to pay. If the Group retains
substantially all the risks and rewards of ownership of a transferred financial asset, the Group
continues to recognize the financial asset and also recognizes a collateralized borrowing for the
proceeds received. An entity shall remove a financial liability from its statement of financial position
when, and only, the obligation specified in the contract is discharged or cancelled or expires.

Financial liabilities

When a financial liability is recognised initially, the Group measures it at its fair value plus, in the case
of a financial liability not at fair value through profit or loss, transaction costs that are directly
attributable to the acquisition or issue of the financial liability. After initial recognition, the Group
measures all financial liabilities at amortised cost using the effective interest method,

Effect of Exchange Differences:

Foreign Currency Balances and Transactions:

The individual financial statements of each Group entity are presented in the currency of the primary
economic environment in which the entity operates (its functional currency). The results and financial
position of each entity are expressed in TL, which is the functional currency of the Company, and the
presentation currency for the consolidated financial statements.
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BASIS OF PRESENTATION OF THE FINANCIAL STATEMENTS (cont’d)
Summary of Significant Accounting Policies (cont’d)

Financial Instruments (cont’d)

Effect of Exchange Differences (cont’d):

Foreign Currency Balances and Transactions (cont’d):

In preparing the financial statements of the individual entities, transactions in currencies other than TL
(foreign currencies) are recorded at the rates of exchange prevailing on the dates of the transactions. At
the end of each reporting period, monetary items denominated in foreign currencies are retranslated at
the rates prevailing at that date. Non-monetary items carried at fair value that are denominated in
foreign currencies are retranslated at the rates prevailing at the date when the fair value was
determined. Non-monetary items that are measured in terms of historical cost in a foreign currency are
not retranslated.

Exchange differences are recognized in profit or loss in the period in which they arise except for:

o Exchange differences on foreign currency borrowings relating to assets under construction for
future productive use, which are included in the cost of those assets where they are regarded as
an adjustment to interest costs on those foreign currency borrowings;

o Exchange differences on transactions entered into in order to hedge certain foreign currency
risks and

o Exchange differences on monetary items receivable from or payable to a foreign operation for
which settlement is neither planned nor likely to occur, which form part of the net investment
in a foreign operation, and which are recognized in the foreign currency translation reserve
and recognized in profit or loss on disposal of the net investment.

Earnings Per Share

Earnings per share disclosed in the consolidated statement of profit or loss and other comprehensive
income are determined by dividing net earnings by the weighted average number of shares that have
been outstanding during the related period.

In Turkey, companies can increase their share capital by making a pro-rata distribution of shares (“bonus
shares™) to existing shareholders from retained earnings on equity items. Such kind of bonus shares are
taken into consideration in the computation of earnings per share as issued share certificates. For the
purpose of earnings per share computations, the weighted average number of shares outstanding during
the period has been adjusted in respect of bonus shares issues without a corresponding change in
resources, by giving them retroactive effect for the year in which they were issued and each earlier year.
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BASIS OF PRESENTATION OF THE FINANCIAL STATEMENTS (cont’d)
Summary of Significant Accounting Policies (cont’d)
Events After the Reporting Period

Events after the reporting period are those events that occur between the balance sheet date and the
date when the financial statements are authorized for issue, even if they occur after an announcement
related with the profit for the year or public disclosure of other selected financial information. The
Group adjusts the amounts recognized in its financial statements if adjusting events occur after the
balance sheet date.

Provisions, Contingent Assets and Liabilities

Provisions are recognized when the Group has a present obligation (legal or constructive) as a result of a
past event, it is probable that the Group will be required to settle the obligation, and a reliable estimate can
be made of the amount of the obligation.

The amount recognized as a provision is the best estimate of the consideration required to settle the
present obligation at the end of the reporting period, taking into account the risks and uncertainties
surrounding the obligation. When a provision is measured using the cash flows estimated to settle the
present obligation, its carrying amount is the present value of those cash flows.

When some or all of the economic benefits required to settle a provision are expected to be recovered
from a third party, the receivable is recognized as an asset if it is virtually certain that reimbursement will
be received and the amount of the receivable can be measured reliably.

Investment Properties

Investment properties are properties held to earn rentals and/or for capital appreciation, including
property under construction for such purposes. Investment properties are measured initially at cost,
including transaction costs. Subsequent to initial recognition, investment properties are stated at fair
value. Gains or losses arising from changes in the fair values of investment properties are included in
the profit or loss in the year in which they arise.

An investment property is derecognized upon disposal or when the investment property is permanently
withdrawn from use and no future economic benefits are expected from disposal. Any gain or loss
arising on derecognition of the property is included in profit or loss in the period in which the property
is derecognized.

Transfers are made to or from investment property only when there is a change in use. For a transfer
from investment property that is measured at fair value to owner occupied property, the deemed cost
for subsequent accounting is the fair value at the date of change in use. If owner occupied property
becomes an investment property that is measured at fair value, the Group accounts for such property in
accordance with the policy stated under property, plant and equipment up to the date of change in use.

No assets held under operating lease have been classified as investment properties.
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BASIS OF PRESENTATION OF THE FINANCIAL STATEMENTS (cont’d)
Summary of Significant Accounting Policies (cont’d)

Income Taxes

According to Article 5/1(d) (4) of the New Corporate Tax Law No: 5220, the income of Real Estate
Investment Trusts (“REIT”) is exempt from Corporate Income Tax in Turkey. This exemption is also
applicable to Quarterly Advance Corporate Tax.

According to the Corporate Tax Law Article 15/(3), the income of REITs is subject to 15%
withholding tax irrespective of its distribution. The Council of Ministers has the authority to increase
the withholding tax rate on REIT income to corporate income tax rate or reduce it to 0% or change it
within the limits defined through publication of a Decree based on the Corporate Tax Law Article
15/(4). In accordance with New Corporate Tax Law Article 15/(2), income subject to corporate tax is
also exempt from withholding tax.

According to the temporary Article (1) of the Corporate Tax Law, resolutions of the Council of
Ministers related with Income Tax Law numbered 193 and Tax Law No: 5422 are valid up to new
Decrees published by the Council of Ministers. Determined rates cannot exceed statutory limits
defined at New Corporate Tax Law.

According to the temporary Article (1) of the Corporate Tax Law, resolutions of the Council of
Ministers related with Income Tax Law numbered 193 and Tax Law No: 5422 are valid up to new
Decrees published by the Council of Ministers. Determined rates cannot exceed statutory limits
defined at New Corporate Tax Law.

Based on the resolution of the Council of Ministers related to the withholding tax rates which were
determined as 15% according to the Corporate Tax Law Article 15/(3) published in the Official
Gazette dated 3 February 2009 numbered 27130, the withholding tax rate is determined as 0% and this
resolution is effective on the same date. Thereof, in accordance with the Article 5/1(d) (4) of the
Corporate Tax Law, real estate investment trusts earnings, regardless of the fact they are distributed or
not, will be subject to 0% withholding.

Deferred tax

Since the Group is exempt from Corporate Income Tax in Turkey in accordance with the Article 5 of
the Corporate Tax Law, deferred tax is not recognised.

Employee Benefits

Termination and retirement benefits:

Under Turkish law and union agreements, lump sum payments are made to employees retiring or
involuntarily leaving the Group. Such payments are considered as being part of defined retirement
benefit plan as per TAS 19 (Revised) Employee Benefits (“TAS 197).

The retirement benefit obligation recognized in the consolidated statement of financial position

represents the present value of the defined benefit obligation. The actuarial gains and losses are
recognized in other comprehensive income.
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BASIS OF PRESENTATION OF THE FINANCIAL STATEMENTS (cont’d)

Summary of Significant Accounting Policies (cont’d)

Profit-sharing and bonus plans

The Group recognizes a liability and an expense for bonuses and profit-sharing, based on a formula
that takes into consideration the profit attributable to the shareholders after certain adjustments. The
group recognizes a provision where contractually obliged or where there is a past practice that has
created a constructive obligation.

Statement of Cash Flows

In the statement of cash flows, cash flows are classified according to operating, investing and
financing activities.

Share Capital and Dividends

Common shares are classified as equity. Dividends on common shares are recognized in equity in the
period in which they are approved and declared.

Critical Accounting Judgments and Key Sources of Estimation Uncertainty

Critical judgments in applying the entity’s accounting policies

In the process of applying the entity’s accounting policies, which are described in Note 2.5, management
has made the following judgments that have the most significant effect on the amounts recognized in the
financial statements (apart from those involving estimations, which are dealt with below):

Useful lives of property, plant and equipment

The Group reviews the estimated useful lives of its property, plant and equipment at the end of each
reporting period. The Group takes into consideration the intended use of the property, plant and
equipment, the advancement in technology related to the particular type of property, plant and equipment
as well as other factors that may require management to extend or shorten the useful lives and the assets’
related depreciation.

Determination of fair values of investment properties and investment properties under development

The fair values of investment properties are based on valuations, performed by independent valuers
using certain estimates and assumptions, who hold recognized and relevant professional qualifications
lisenced by the CMB and who have recent experience in the location and category of the investment
properties being valued. In these estimates and assumptions, any future changes may cause significant
impact on the Group's consolidated financial statements.
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INTERESTS IN OTHER ENTITIES
Joint Operations
Shareholding of the Group in the joint operation is as follows:

30 September

31 December

2017 2016
Halk GYO-Vakif GYO Adi Ortakhig 50% 50%
Halk GYO-Erkonut Adi Ortaklig1 50% 50%
Halk GYO-Teknik Yap1 Adi Ortakligt 50% -

Halk GYO-Vakif GYO Adi Ortakhg:

Halk GYO-Vakif GYO Adi Ortakligi has founded in Turkey for operating as a joint operation with
50% shares and 50% voting rights. The Group owns 50% of the Bizimtepe Aydos Project in Istanbul.
The residences in the project will be offered for sale. The financial information of Halk GYO-Vakif
GYO is summarized in the following tables. The financial information of Halk GYO-Vakif GYO as

per the shareholding and voting rights is as follows:

30 September 31 December
Halk GYO-Vakif GYO Adi Ortaklhigi 2017 2016
Current assets 192,844,665 56,212,076
Non-current assets 32,588,902 113,175,403
Current liabilities (184,401,683) (162,444,825)
1 January- 1 July- 1 January- 1 July-
30 September 30 September 30 September 30 September
2017 2017 2016 2016
Income - - - -
Expenses (1,853,003) (378,373) (3,974,692) (687,244)

Halk GYO-Erkonut Adi Ortakh@

Halk GYO-Erkonut Adi Ortakligi has founded in Turkey for operating as a joint operation with 50%
shares and 50% voting rights. The Group owns 50% of the Sehristan Project in Erzurum. The
residences in the project will be offered for sale. The financial information of Halk GYO-Erkonut is
summarized in the following tables. The financial information of Halk GYO-Erkonut as per the

shareholding and voting rights is as follows:
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INTERESTS IN OTHER ENTITIES (cont’d)

Joint Operations (cont’d)

Halk GYO-Erkonut Adi Ortakhig (cont’d)

30 September 31 December
Halk GYO-Erkonut Adi Ortakligi 2017 2016
Current assets 64,927,358 13,626,495
Non-current assets 13,026,446 46,046,528
Current liabilities (44,540,503) (27,478,872)
1 January- 1 July- 1 January- 1 July-
30 September 30 September 30 September 30 September
2017 2017 2016 2016
Income - - - -
Expenses (53,396) (41,578) (148,349) (143,343)

Halk GYO-Teknik Yap1 Adi Ortakhg

Halk GYO-Teknik Yap1 Adi Ortakligi has founded on 24 August 2017 in Turkey for operating as a
joint operation with 50% shares and 50% voting rights. The Group owns 50% of the Izmir Project in
Izmir. The residences in the project will be offered for sale. The financial information of Halk GYO-
Teknik Yapi is summarized in the following tables. The financial information of Halk GYO-Teknik
Yapi as per the shareholding and voting rights is as follows:

30 September

31 December

Halk GYO-Teknik Yap1 Adi Ortaklig1 2017 2016
Current assets 3,073,882 -
Non-current assets 14,729,190 -
Current liabilities (116,156) -

24 August- 24 August- 1 January- 1 July-

30 September 30 September 30 September 30 September

2017 2017 2016 2016

Income - - - -

Expenses (407,079) (407,079) - -
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RELATED PARTY DISCLOSURES

Transactions between the Company and its subsidiaries, which are related parties of the Company,
have been eliminated on consolidation and are not disclosed in this note.

Details of transactions between the Group and other related parties are disclosed below:

30 September 31 December

Deposits at Halk Bank 2017 2016
Demand deposits 406.905 812.955
Time deposits 15.980.223 49.757.297
16.387.128 50.570.252

Loans received from Halk Bank 28.442.870 12.549.963
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RELATED PARTY DISCLOSURES (cont’d)

30 September 2017
Receivables Payables
Short Term Long Term Short Term Long Term
Balances with related parties Trade Non-Trade Trade Non-Trade Trade Non-Trade Trade Non-Trade
Shareholders
Halkbank A.S. 760 - - - - - - -
Related parties controlled by main shareholder
Halk Sigorta A.S. - - - - 52,048 - - -
760 - - - 52,048 - - -
31 December 2016
Receivables Payables
Short Term Long Term Short Term Long Term
Balances with related parties Trade Non-Trade Trade Non-Trade Trade Non-Trade Trade Non-Trade
Shareholders
Halkbank A.S. - - - - 16,491 - - -
Related parties controlled by main shareholder
Halk Sigorta A.S. - - - - 46,773 - - -
- - - - 63,264 - - -
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RELATED PARTY DISCLOSURES (cont’d)

1 January - 30 September 2017

Interest Other
Transactions with related parties Interest income expenses Rent income expenses
Shareholders
Halkbank A.S. 4,212,602 1,169,195 28,397,842 70,842
Related parties controlled by main shareholder
Halk Hayat ve Emeklilik A.S. - - 71,995 17,549
Halk Sigorta A.S.(*) - - - 643,826
4,212,602 1,169,195 28,469,837 732,217
(*) The amount consists of building and health insurance services from Halk Sigorta A.S.
1 July- 30 September 2017
Interest Other
Transactions with related parties Interest income expenses Rent income expenses
Shareholders
Halkbank A.S. 586,925 574,030 9,263,160 65,198
Related parties controlled by main shareholder
Halk Hayat ve Emeklilik A.S. - - 23,999 6,366
Halk Sigorta A.S. - - - 221,347
586,925 574,030 9,287,159 292,911
1 January - 30 September 2016
Interest Other
Transactions with related parties Interest income expenses Rent income expenses
Shareholders
Halkbank A.S. 4,173,223 1,056,337 27,377,047 15,941
Halk Yatirim Menkul Degerler A.S. 90,800 - - -
Related parties controlled by shareholders
Halk Hayat ve Emeklilik A.S. - - 68,566 6,150
Halk Sigorta A.S. - - 68,566 428,458
4,264,023 1,056,337 27,514,179 450,549
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RELATED PARTY DISCLOSURES (cont’d)

1 July- 30 September 2016

Interest Other

Transactions with related parties Interest income expenses Rent income expenses
Shareholders
Halkbank A.S. 1,254,703 340,971 8,889,181 11,792
Halk Yatirim Menkul Degerler A.S. 90,800 - - -
Related parties controlled by shareholders
Halk Hayat ve Emeklilik A.S. - - 22,855 4,226
Halk Sigorta A.S. - - 22,855 259,033

1,345,503 340,971 8,934,891 275,051

Compensation of key management personnel:

Key management personnel comprises, members of board of directors and members of execution
committee, general manager and deputy general manager. Compensation of key management
personnel comprises professional fees and other benefits such as; salaries, premium, healthcare
insurance and transportation. The remuneration of directors and other members of key management

during the period is as follows:

1 January- 1 January-

30 September 30 September

2017 2016

Salaries and other short term benefits 1,114,767 698,500
1,114,767 698,500
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TRADE RECEIVABLES AND PAYABLES

a) Trade Receivables:

The details of the Group’s trade receivables as of balance sheet date are as follows:

30 September 31 December

Current trade receivables 2017 2016
Trade receivables 44.403.185 13.921.728
Receivables from related parties (Note 4) 760 -
Other trade receivables 220 2.946.082
44.404.165 16.867.810

The Group’s short term trade receivables comprise sale of residences and

rental income from

Bizimtepe Aydos Project, Eskisehir Panorama Plus Project and Erzurum Sehristan Project respectively
amounting to TL 32,034,402, TL 1,968,240, TL 1,816,679, TL 8,584,624, and TL 760 and other
receivables amounting to TL 220 (31 December 2016: Referans Bakirkdy Project TL 2,022,256,
Panorama Plus Eskisehir TL 10,902,192, Bizimtepe Aydos Project TL 996,980, and other receivables

TL 2,946,082).

As at 30 September 2017, trade receivables of TL TL 8,554,064 were past due but not impaired (31
December 2016: TL 2,929,855). As at 30 September 2017, for these past due receivables there are

guarantees received in cash and as letter of guarantee, both in the amount
separately. Therefore, no allowance for past due receivables are recognized.

Aging of past due but not impaired receivables:

of EUR 2,000,000

30 September 31 December
2017 2016
Up to 3 months 8,554,064 2,929,855
8,554,064 2,929,855
30 September 31 December
Non-current trade receivables 2017 2016
Trade receivables 3.142.107 20.021.770
3.142.107 20.021.770

The Group’s long-term trade receivables comprise sale of residences at Eskisehir Panorama Plus
Project and Erzurum Sehristan Project amounting to TL 3,116,380 and TL 25,727, respectively (31

December 2016: Referans Bakirkdy Project TL 6,060,202 and Bizimtepe
13,809,471 and TL 152,097).

Aydos Project TL

Explanations about the nature and level of risks related to trade receivables are provided in Note 23.
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TRADE RECEIVABLES AND PAYABLES (cont’d)
b) Trade Payables:

The details of the Group’s trade payables as of balance sheet date are as follows:

30 September 31 December

Short term trade payables 2017 2016
Trade payables 12,020,731 470,938
Trade payables to related parties (Note 4) 52,048 63,264
12,072,779 534,202

Explanations about the nature and level of risks related to trade payables are provided in Note 23.

INVENTORIES
31 December 2016 30 September 2017
Land stocks Cost Value Addition Disposal Cost Value
Istanbul Bakirkdy Land -

Referans Bakirkdy Konut Project ® 6,146,720 2,721,356  (5,644,032) 3,224,044
Eskisehir- Odunpazari Land -

Panaroma Plus Konut Project @ 14,106,470 - (4,110,759) 9,995,711
Sancaktepe - Konut Project ® 101,399,353 59,377,100 - 160,776,453
Erzurum - Sehristan Project @ 31,168,359 24,509,619 - 55,677,978
izmir Project © - 3,023,882 - 3,023,882

Total 152,820,902 86,608,075 (9,754,791) 232,698,068

31 December 2015 30 September 2016

Land stocks Cost Value Addition Disposal Cost Value
Istanbul Bakirkdy Land -

. . 10,061,154 - (2,801,370) 7,259,784

Referans Bakirkdy Konut Project
Eskisehir- Odunpazari Land -

Panaroma Plus Konut Project 22,591,755 - (6616219 15,975,536
Sancaktepe - Konut Project @ 65,311,991 23,710,041 - 89,022,032
Erzurum - Sehristan Project ) - 25,578,828 - 25,578,828

Total 97,964,900 49,288,869 (9,417,589) 137,836,180

@ The Group has arranged a bid to develop a project on Bakirkdy Land as Land Sale of Revenue Sharing
Agreement (LSRSA) and as a consequence signed a contract with a firm on 17 February 2012. The Group
registered for each plot that the project takes place for construction servitude on 24 February 2014. During 2017,
27 independent units were sold amounting to TL 13,091,827 and cost of sales relating to these sales amounting
to TL 5,701,593 (30 September 2016: 26 independent units sold amounting to TL 10,055,847 and cost of sales
relating to these sales amounting to TL 2,801,370). Cost of sales includes taxes, duties and charges.

The Group has received an advance payment from subcontractor due to agreement ongoing project related with
LSRSA amounting to TL 18,100,000 and TL 100,000 respectively on 17 February 2012 and 1 March 2013. The

Group’s projected land cost is TL 31,765,625.
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INVENTORIES (cont’d)

() Referans Bakirkdy Project plans which first construction permission was obtained as at 31 May 2012 and still
under construction have been modified to provide 254 residential and 73 commercial units, as opposed to prior
256 residential and 70 commercial units and the modification permission of the revised project was approved by
relevant authorities as at 19 September 2013. As at 30 September 2017, the deed transfer process of 280
independent units has been completed.

@ Eskisehir Odunpazar1 Land is registered to Odunpazari/Eskisehir neighbourhood with 1452 block 89 plot and
90 plot. It has place 13,073 m2. Eskisehir Odunpazari Land is registered to 110 plot with change at the partition
plan at 22 March 2013. The Group has acquired the plot belongs to Eskisehir Municipality within new 110 plot
cost value of TL 668,000 at 22 March 2013 and registered previously named 89 plot and 90 plot as 110 plot. Due
to new partition plan investment property is entrusted from 13,073 m2 registered as 9,811 m2. After entrusting,
description of the plot has changed to land from factory building. The deeds of floor easement of 97 residential
and 5 commercial units were taken as of 30 December 2014. During 2017, 11 independent units were sold
amounting to TL 5,160,850 and cost of sales relating to these sales is amounting to TL 4,197,925 (As at 30
September 2016, 18 independent units were sold amounting to TL 8,270,000 and cost of sales relating to these
sales amounting to TL 6,963,515). Cost of sales includes taxes, duties and charges.

© As at 16 October 2014, land in Sancaktepe/Istanbul was purchased amounting to TL 110,000,000 by Halk
GYO-Vakif GYO Adi Ortaklig: for real estate project. The main contractor services agreement was signed at 22
October 2015 and the construction permit was granted on 6 November 2015. There is no restriction on the land.

@ As at 1 April 2016, land in Yakutiye /Erzurum was purchased amounting to TL 17,500,000 by Halk GYO-
Erkonut Adi Ortaklig: for real estate project. The main contractor services agreement was signed at 31 May 2016
and the construction permit was granted on 10 May 2016. There is no restriction on the land.

®) As at 24 August 2017, Halk GYO and Teknik Yapr Adi Ortaklig1 signed a LSRSA contract for a mixed

project on the parcels located in izmir, Konak Province, Umurbey and Kurugay districts and this amount
comprise of the official expenses made for the project. There is no restriction on the land.

PREPAID EXPENSES AND DEFERRED INCOME

30 September 31 December

Short term prepaid expenses 2017 2016
Prepaid insurance expenses 540,129 220,227
Other 8,250 166,656
548,379 386,883

30 September 31 December

Long Term Prepaid Expenses 2017 2016
Investment advances (*) 43,982,724 56,125,984
Other 255,451 2,004
44,238,175 56,127,988
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PREPAID EXPENSES AND DEFERRED INCOME (cont’d)
Long Term Prepaid Expenses (cont’d)

(*) As at 30 September 2017, the advances given comprise those given to the main contractor and the project
management contractors of the IFC Project amounting to TL 21,192,919 (31 December 2016: TL
37,879,038),izmir Project amounting to 14,630,000 (31 December 2016: None), Sancaktepe Project amounting
to TL 4,307,756 (31 December 2016: TL 9,529,353), Erzurum Sehristan Project amounting to TL 3,007,778 (31
December 2016: TL 7,873,322), Caddebostan Project amounting to TL 844,271 (31 December 2016: TL
844,271) and other amounting to TL 255,451 (31 December 2016: TL 2,004).

30 September 31 December

Short Term Deferred Income 2017 2016
Deferred residential sale income™ 233,786,035 190,060,630
233,786,035 190,060,630

@ Deferred residential sale income consist of TL 8,578,562 (31 December 2016: TL 4,416,335)
generated from the sales of residences from LSRSA project realized on the estate located in Bakirkoy
and TL 6,129,127 (31 December 2016: TL 1,851,157) generated from the sales of residence project
realized from Eskisehir-Odunpazar1 Project. As per the Group’s LSRSA agreement, 50.5% share of
the revenue from sales is collected by the Group.

Deferred income consist of TL 176,905,140 and TL 42,173,116 (31 December 2016: TL 157,172,304,
TL 26,620,834) generated from the sales of residences from Bizimtepe Aydos Project and Erzurum
Sehristan Project, respectively. The Group has signed preliminary sales contracts for 731 units from
total units of 1,037 for Bizimtepe Aydos Project and 290 units for Erzurum Sehristan Project.

As of 30 September 2017, 322 units have been sold for TL 214.3 Million and transfer of title deeds
has been completed for 280 residential units with the value of TL 191.9 Million (31 December 2016:
291 units have been sold for TL 200.6 Million and transfer of title deeds has been completed for 262
residential units with the value of TL 178.6 Million).
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INVESTMENT PROPERTIES

Fair value measurement of the Group’s investment properties

The fair value of the Group’s investment properties as at 31 December 2016 have been arrived at on
the basis of a valuation carried out on the respective dates by A Artibir Gayrimenkul Degerleme A.S.,
independent valuers not related to the Group. A Artibir Gayrimenkul Degerleme A.S., which is
authorized by Capital Markets Board with appropriate qualifications and recent experience in the
valuation of properties in the relevant locations. The fair values of the lands were determined based on

the market comparable approach.

There has been no change to the valuation technique during the period.

In estimating the fair value of the properties, the highest and best use of the properties is their current

value in use.

Details of the Group’s investment properties and information about the fair value hierarchy as at 30

September 2017 and 31 December 2016 are as follows:

Fair value as at 30 September 2017

30 September Level 1 Level 2 Level 3

2017 TL TL TL
Buildings 864,399,727 864,399,727
Investment properties under develoment 710,133,795 710,133,795
1,574,533,522 1,574,533,522

Fair value as at 31 December 2016

31 December Level 1 Level 2 Level 3

2016 TL TL TL
Buildings 859,345,116 859,345,116
Investment properties under develoment 646,462,575 646,462,575
1,505,807,691 1,505,807,691

There were no transfers between Level 1 and Level 2 during the year.
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INVESTMENT PROPERTIES (cont’d)

Investment properties

Istanbul Karakdy Building

Istanbul Salipazari Building

[zmir Konak Building-1

Ankara Kizilay Building

Istanbul Beyoglu Building

Istanbul Besiktas Building

Istanbul Etiler Building

Istanbul Sisli Bulding

[zmir Konak Building-2

Ankara Bagkent Building

Istanbul Bakirkdy Building

Bursa Building

Ankara Bahgelievler Building 1

Kocaeli Building

Istanbul Fatih Building

Istanbul Caddebostan Building

Sakarya Adapazari Building

Ankara Bahgelievler Building 2

Istanbul Atakdy Building

Istanbul Nigantas1 Building

Halkbank Finance Tower

Park Dedeman Levent Hotel

Kocaeli Sekerpimar Block A

Eskigehir Panaroma Plus Project - Block D

Eskisehir Panaroma Plus Project - Block B17

Kocaeli Sekerpiar Office Project

Total Buildings

Istanbul Finance Center Project

Istanbul Caddebostan Building Project

Total investment properties
under development

Total

31 December 2016 30 September 2017

Fair value Addition Transfer Disposal Fair value
32,600,000 - - - 32,600,000
49,362,000 4,850,407 - - 54,212,407
25,130,000 - - - 25,130,000
17,013,475 - - - 17,013,475
24,555,000 - - - 24,555,000
18,320,000 - - - 18,320,000
16,766,000 - - - 16,766,000
15,135,034 - - - 15,135,034
14,842,000 - - - 14,842,000
11,854,750 - - - 11,854,750
21,500,350 - - - 21,500,350
13,200,000 - - - 13,200,000
9,860,000 - - - 9,860,000
11,862,000 - - - 11,862,000
11,253,750 - - - 11,253,750
11,225,000 - - - 11,225,000
10,875,000 - - - 10,875,000
8,100,000 - - - 8,100,000
11,260,000 - - - 11,260,000
8,549,250 - - - 8,549,250
186,636,280 - - - 186,636,280
165,378,233 - - - 165,378,233
88,704,000 - - - 88,704,000
4,199,760 - - - 4,199,760
862,650 - - - 862,650
70,300,584 204,204 - - 70,504,788
859,345,116 5,054,611 - - 864,399,727
646,462,575 63,670,491 - - 710,133,066
- 729 - - 729
646,462,575 63,671,220 - - 710,133,795
1,505,807,691 68,725,831 - - 1,574,533,522
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INVESTMENT PROPERTIES (cont’d)

Investment properties

Istanbul Karakoy Building

[stanbul Salipazar1 Building

[zmir Konak Building-1

Ankara Kizilay Building

Istanbul Beyoglu Building

[stanbul Besiktas Building

Istanbul Etiler Building

Istanbul Sisli Building

[zmir Konak Building-2

Ankara Baskent Building

[stanbul Bakirkdy Building

Bursa Building

Ankara Bahgelievler Building 1

Kocaeli Building

Istanbul Fatih Building

Istanbul Caddebostan Building

Sakarya Adapazari Building

Ankara Bahgelievler Building 2

Istanbul Atakdy Building

Istanbul Nisantag1 Building

Atasehir Finance Tower

Park Dedeman Levent Hotel

Kocaeli Sekerpinar Banking Center

Eskisehir Panaroma Plus Project - Block D

Eskisehir Panaroma Plus Project - Block B17

Kocaeli Sekerpimar Office Project

Total Buildings

Istanbul Finance Center Project

Kocaeli Sekerpimar Office Project

Total investment properties
under development

Total

31 December 2015 Fair value 30 September 2016

Fair value Addition Transfer difference Fair value
30,000,000 - 30,000,000
46,680,000 25,425 - 46,705,425
21,382,200 - 21,382,200
16,200,000 - 16,200,000
22,000,000 - 22,000,000
16,030,000 - 16,030,000
16,200,000 - 16,200,000
14,325,000 - 14,325,000
13,470,000 - 13,470,000
11,000,000 - 11,000,000
20,865,000 - 20,865,000
11,860,000 - 11,860,000
9,000,000 - 9,000,000
10,544,000 - 10,544,000
10,000,000 - 10,000,000
18,690,000 - 18,690,000
9,032,500 - 9,032,500
7,650,000 - 7,650,000
10,975,000 - 10,975,000
8,200,000 - 8,200,000
181,205,360 - 181,205,360
145,107,568 - 145,107,568
82,521,600 - 82,521,600
4,177,025 - 4,177,025
649,863 - 649,863
737,765,116 25,425 - 737,790,541
632,096,740 1,382,560 - 633,479,300
67,592,931 2,596,610 - 70,189,541
699,689,671 3,979,170 - 703,668,841
1,437,454,787 4,004,595 - 1,441,459,382
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INVESTMENT PROPERTIES (cont’d)
Buildings
Istanbul Karakéy Building

Istanbul Karakdy Building is registered to Beyoglu/Istanbul Miieyyetzade neighbourhood with 102
city block and 3 plot. It is a massive block office building with a place of 583 m2 at land register.

The value of the investment property has been determined as TL 23,500,000 according to the report
dated 13 November 2009 prepared by real estate appraisal company licensed by the CMB and it was
devolved as capital in kind on 28 October 2010 by Halkbank. The fair value of Karakdy Building was
determined as TL 32,600,000 according to market comparable approach based on the report dated 13
December 2016 prepared by real estate appraisal company licensed by the CMB. There is no
restriction on the investment property. The Company rented this property to Halkbank. The Company
earned TL 1,091,475 of rental income for the period 1 January 2017-30 September 2017 (1 January —
30 September 2016: TL 1,039,500).

Istanbul Salipazar: Building

Istanbul Salipazar1 Building is registered with Beyoglu/istanbul Kiligali neighbourhood with 57 city
block and 14th plot with 1,196 m2 at the deed register.

The value of the investment property was determined as TL 22,000,000 according to the report dated
13 November 2009 prepared by a real estate appraisal firm licensed by the CMB and it was devolved
as capital in kind on 28 October 2010 by Halkbank. The fair value of Salipazari Building was
determined as TL 49,362,000 according to the market comparable approach based on the report dated
16 December 2016 prepared by a real estate appraisal firm licensed by the CMB. There is no
restriction on this investment property. The Company earned TL 472,120 of rental income for the
period 1 January 2017 - 30 September 2017 (1 January — 30 September 2016: TL 291,748). The
Company signed an agreement with Beril Otelcilik Turizm ve Tic. Ltd. Sti. to rent Salipazar1 Building
as a hotel. The alterations permit was granted on 6 January 2017 and the transformation process to
renovate it as a hotel is ongoing.

Izmir Konak Building-1

Izmir Konak Corporate Building is registered with Konak/izmir Akdeniz neighbourhood with 971 city
block and 17rd plot with 739 m2 at the deed register. Construction servitude has not been established
with the deed registrar for the independent sections of the property.

The value of the investment property has been determined as TL 13,400,000 according to the report
dated 9 December 2009 prepared by real estate appraisal firm licensed by the CMB and it was
devolved as capital in kind on 2 November 2010 by Halkbank. The fair value of Konak Corporate
Building was determined as TL 25,130,000 according to the market comparable approach based on the
report dated 14 December 2016 prepared by a real estate appraisal firm licensed by the CMB. There is
no restriction on this investment property. The Company rented this property to Halkbank. The
Company earned TL 992,250 of rental income for the period 1 January 2017 - 30 September 2017 (1
January — 30 September 2016: TL 945,000).
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INVESTMENT PROPERTIES (cont’d)
Buildings (cont’d)
Ankara Kizilay Building

Ankara Kizilay Building is registered with Cankaya/Ankara Cumhuriyet neighbourhood with 1064
city block and 14th plot with 272 m2 at the deed register as apartment block.

The value of the investment property was determined as TL 12,475,237 according to the report dated
11 February 2010 prepared by the experts assigned by the Commercial Court and it was devolved as
capital in kind on 28 October 2010 by Halkbank. The fair value of Kizilay Building and Service
Building was determined as TL 17,013,475 according to the market comparable approach based on the
report dated 23 December 2016 prepared by real estate appraisal firm licensed by the CMB. There is
no restriction on this investment property. The Company has rented this property to HalkBank. The
Company earned TL 1,001,700 of rental income for the period of 1 January 2017 - 30 September 2017
(1 January — 30 September 2016: TL 954,000).

Istanbul Beyoglu Building

Istanbul Beyoglu Building is registered with Beyoglu/istanbul Hiiseyinaga neighbourhood with 338
city block and 8th plot with 195 m2 office building with certain depth, and altitude height of 5.5 meter
at the deed register, also with a public passage right under the name of Istanbul Municipality.

The value of the investment property was determined as TL 12,000,000 according to the report dated 9
December 2009 prepared by a real estate appraisal firm licensed by the CMB and it was devolved as
capital in kind on 28 October 2010 by Halkbank. The fair value of Beyoglu Building was determined
as TL 24,555,000 according to the market comparable approach based on the report dated 14
December 2016 prepared by a real estate appraisal firm licensed by the CMB. There is no restriction
on this investment property. The Company rented 2nd, 3rd, 4th, 5th and 6th floors of this property to
Turkish Treasury and other divisions to Halkbank. The Company earned TL 1,109,771 of rental
income for the period 1 January 2017 - 30 September 2017 (1 January — 30 September 2016: TL
1,038,905).

Istanbul Besiktas Building

Istanbul Besiktas Building is registered to Besiktas/Istanbul Sinanpasa neighbourhood with 291 city
block and 93rd plot with 267 m? building at the deed register.

The value of the investment property was determined as TL 11,893,840 according to the report dated
12 January 2010 prepared by a real estate appraisal firm licensed by the CMB and it was devolved as
capital in kind on 27 October 2010 by Halkbank. The fair value of Besiktas Building was determined
as TL 18,320,000 according to the market comparable approach based on the report dated 16
December 2016 prepared by a real estate appraisal firm licensed by the CMB. There is no restriction
on this investment property. The Company rented this property to Halkbank. The Company earned TL
945,000 of rental income for the period 1 January 2017 - 30 September 2017 (1 January — 30
September 2016: TL 900,000).
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INVESTMENT PROPERTIES (cont’d)
Buildings (cont’d)
Istanbul Etiler Building

Istanbul Etiler Building is registered to Besiktas/Istanbul 1st Region with 578 city block and 3rd plot
with 617 m? residential house at the deed register.

The value of the investment property was determined as TL 11,000,000 according to the report dated
13 November 2009 prepared by a real estate appraisal firm licensed by the CMB and it was devolved
as capital in kind on 27 October 2010 by Halkbank. The fair value of Etiler Building was determined
as TL 16,766,000 according to the market comparable approach based on the report dated 16
December 2016 prepared by a real estate appraisal firm licensed by the CMB. There is no restriction
on this investment property. The Company rented this property to Halkbank. The Company earned TL
737,100 of rental income for the period 1 January 2017 - 30 September 2017 (1 January — 30
September 2016: TL 702,000).

Istanbul Sisli Building

Istanbul Sisli Building is registered with Sisli/Istanbul Mesrutiyet neighbourhood with, 129 plate, 954
city block and 62nd plot with 200 m? block apartment at the deed register.

The value of the investment property was determined as TL 11,000,000 according to the report dated 9
December 2009 prepared by a real estate appraisal firm licensed by the CMB and it was devolved as
capital in kind on 2 November 2010 by Halkbank. The fair value of Sisli Building was determined as
TL 15,135,034 according to the market comparable approach based on the report dated 16 December
2016 prepared by real estate appraisal firm licensed by the CMB. There is no restriction on this
investment property. The Company rented this property to Halkbank. The Company earned TL
727,650 of rental income for the period 1 January 2017 - 30 September 2017 (1 January — 30
September 2016: TL 693,000).

Izmir Konak Building-2

[zmir Konak Building is registered with Konak/Izmir Akdeniz neighbourhood with 2802 city block
and 15rd plot with 616 m? building at the deed register.

The value of the investment property was determined as TL 10,290,000 according to the report dated 9
December 2009 prepared by a real estate appraisal firm licensed by the CMB and it was devolved as
capital in kind on 2 November 2010 by Halkbank. The fair value of Konak Building was determined
as TL 14,842,000 according to the market comparable approach based on the report dated 16
December 2016 prepared by a real estate appraisal firm licensed by the CMB. There is no restriction
on this investment property. The Company rented a part of the investment property to Halkbank and
other part to Halk Hayat ve Emeklilik A.S. The Company earned TL 622,457 of rental income for the
period 1 January 2017 - 30 September 2017 (1 January — 30 September 2016: TL 592,816).
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INVESTMENT PROPERTIES (cont’d)
Buildings (cont’d)
Ankara Baskent Building

Ankara Bagkent Building is registered with Cankaya/Ankara Cumhuriyet neighbourhood with 1046
city block and 27th plot with 205 m2 block apartment at the deed register.

The value of the investment property was determined as TL 9,541,729 according to the report dated 11
February 2010 prepared by the experts assigned by Commercial Court and it was devolved as capital
in kind on 28 October 2010 by Halkbank. The fair value of Baskent Building was determined as TL
11,854,750 according to the market comparable approach based on the report dated 16 December 2016
prepared by a real estate appraisal company licensed by the CMB. There is no restriction on this
investment property. The Company rented this property to Halkbank and Ceda Akaryakit. The
Company earned TL 810,397 of rental income for the period 1 January 2017 - 30 September 2017 (1
January — 30 September 2016: TL 760,346).

Istanbul Bakirkoy Building

Istanbul Bakirkdy Building is registered with Bakirkdy/Istanbul Zeytinlik neighbourhood with 101
city block and 29th plot with 213 m? eight-storey apartment at the deed register.

The value of the investment property was determined as TL 9,023,500 according to the report that was
prepared at 5 February 2010 by the experts assigned by Commercial Court and it was devolved as
capital in kind at 28 October 2010 by Halkbank. According to 16 December 2016 dated report of a
real estate valuation firm licensed by the CMB, the fair value of Bakirkdy Building was determined as
TL 21,500,350 according to the market comparable approach. There is no restriction on this
investment property. The Company has rented this property to Halkbank. The Company earned TL
1,039,500 of rental income for the period 1 January 2017 - 30 September 2017 (1 January — 30
September 2016: TL 990,000).

Bursa Building

Bursa Building is registered to Osmangazi/Bursa Kayihan neighbourhood with 4306 city block and st
plot. It is a seven-storey massive block apartment with a place of 306 m? at land register.

The value of the investment property has been determined as TL 8,500,000 according to the report
dated 11 January 2010 prepared by the experts assigned by Commercial Court and it was devolved as
capital in kind on 28 October 2010 by Halkbank. The fair value of Bursa Building was determined as
TL 13,200,000 according to market comparable approach based on the report dated 16 December 2016
prepared by real estate appraisal company licensed by CMB. There is no restriction on the investment
property. The Company rented this property to Halkbank. The Company earned TL 697,410 of rental
income for the period 1 January 2017 - 30 September 2017 (1 January — 30 September 2016: TL
664,200).
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INVESTMENT PROPERTIES (cont’d)
Buildings (cont’d)
Ankara Bahcelievler Building-1

Ankara Bahgelievler Building-1 is registered with Cankaya/Ankara Yukari Bahgelievler
neighbourhood with 2758 city block and 29" plot with 612 m? five-storey apartment at the deed
register.

The value of the investment property was determined as TL 6,681,356 according to the report dated 11
February 2010 prepared by the experts assigned by Commercial Court and it was devolved as capital
in kind on 28 October 2010 by Halkbank. The fair value of Ankara Bahgelievler Building was
determined as TL 9,860,000 according to the market comparable approach based on the report dated
13 December 2016 prepared by a real estate appraisal firm licensed by the CMB. There is no
restriction on this investment property. The Company rented this property to Halkbank. The Company
earned TL 526,365 of rental income for the period 1 January 2017 - 30 September 2017 (1 January —
30 September 2016: TL 501,300).

Kocaeli Building

Kocaeli Building is registered with izmit/Kocaeli Omeraga neighbourhood with 870 city block and
48th plot with 284 m? building at the deed register.

The value of the investment property was determined as TL 6,519,193 according to the report dated 12
January 2010 prepared by the experts assigned by Commercial Court and it was devolved as capital in
kind on 28 October 2010 by Halkbank. The fair value of Kocaeli Building was determined as TL
11,862,000 according to the market comparable approach based on the report dated 14 December 2016
prepared by a real estate appraisal firm licensed by the CMB. There is no restriction on this investment
property. The Company rented this property to Halkbank. The Company earned TL 661,500 of rental
income for the period 1 January 2017 - 30 September 2017 (1 January — 30 September 2016: TL
630,000).

Istanbul Fatih Building

Istanbul Commercial Building is registered with Fatih/Istanbul Hobyar neighbourhood with 418 city
block and 2nd plot with 208 m? bank building at the deed register. The value of the investment
property was determined as TL 6,380,000 according to the report dated 9 December 2009 prepared by
real estate appraisal firm licensed by the CMB and it was devolved as capital in kind on 28 October
2010 by Halkbank. The fair value of Fatih Building was determined as TL 11,253,750 according to the
market comparable approach based on the report dated 16 December 2016 prepared by a real estate
appraisal firm licensed by the CMB. There is no restriction on this investment property. The Company
rented this property to Halkbank. The Company earned TL 472,500 of rental income for the period 1
January 2017 - 30 September 2017 (1 January — 30 September 2016: TL 450,000).
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INVESTMENT PROPERTIES (cont’d)
Buildings (cont’d)
Istanbul Caddebostan Building

Istanbul Caddebostan Building is registered with Kadikdy/istanbul Erenkdy neighbourhood with 368
city block and 25th plot with 902 m2 apartment with a garden at the deed register.

The value of the investment property was determined as TL 6,300,000 according to the report dated 11
January 2010 prepared by the experts assigned by Commercial Court and it was devolved as capital in
kind on 3 November 2010 by Halkbank. The fair value of Caddebostan Building was determined as
TL 11,225,000 according to market comparable approach based on the report dated 16 December 2016
prepared by a real estate appraisal company licensed by the CMB. There is no restriction on this
investment property. The Company has rented this property to HalkBank. The agreement between the
Company and Halkbank expired on 25 January 2016. The main contractor services agreement was
signed on 3 November 2016 for “Caddebostan Building” which is in the urban transformation process.
Land value has been taken into account in calculating its value because of urban transformation
process. On 13 October 2017, construction licence was obtained and construction activities are in
progress.

Sakarya Adapazari Building

Sakarya Adapazari Building is registered with Adapazari/Sakarya Cumhuriyet neighbourhood with
130 city block and 167th plot with 3,000 m? building at the deed register.

The value of the investment property was determined as TL 5,960,000 according to the report dated 11
January 2010 prepared by the experts assigned by Commercial Court and it was devolved as capital in
kind on 28 October 2010 by Halkbank. The fair value of Adapazar1 Building was determined as TL
10,875,000 according to the market comparable approach based on the report dated 16 December 2016
prepared by a real estate appraisal firm licensed by the CMB. There is no restriction on this investment
property. The Company rented this property to Halkbank. The Company earned TL 604,139 of rental
income for the period 1 January 2017 - 30 September 2017 (1 January — 30 September 2016: TL
575,370).

Ankara Bahgelievler Building-2

Ankara Bahgelievler Building-2 is registered with Cankaya/Ankara Yukar1 Bahgelievler
neighbourhood with 2763 city block and 10th plot with 610 m? apartment at the deed register.

The value of the investment property was determined as TL 5,684,746 according to the report dated 11
February 2010 prepared by the experts assigned by Commercial Court and it was devolved as capital
in kind on 28 October 2010 by Halkbank. The fair value of Bahgelievler Building was determined as
TL 8,100,000 according to the market comparable approach based on the report dated 16 December
2016 prepared by a real estate appraisal firm licensed by the CMB. There is no restriction on this
investment property. The Company rented this property to Koton Magazacilik Tekstil Sanayi ve
Ticaret A.S (“Koton”). The Company earned TL 281,751 of rental income for the period 1 January
2017 - 30 September 2017 (1 January — 30 September 2016: TL 621,190). As at 24 May 2017, the rent
agreement with Koton was terminated.
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INVESTMENT PROPERTIES (cont’d)
Buildings (cont’d)
Istanbul Atakéy Building

Istanbul Atakdy Building is registered with Bakirkdy/Istanbul Kartaltepe neighbourhood with 115 city
block and 174th plot with 515 m? bank building at the deed register. The value of the investment
property was determined as TL 5,061,500 according to the report dated 5 February 2010 prepared by
the experts assigned by Commercial Court and it was devolved as capital in kind on 28 October 2010
by Halkbank. The fair value of Atakdy Building was determined as TL 11,260,000 according to the
market comparable approach based on the report dated 16 December 2016 prepared by a real estate
appraisal firm licensed by the CMB. There is no restriction on this investment property. The Company
rented this property to Halkbank. The Company earned TL 583,538 of rental income for the period 1
January 2017 - 30 September 2017 (1 January — 30 September 2016: TL 555,750).

Istanbul Nisantas: Building

Istanbul Nisantas1 Building is registered with Sisli/istanbul Halaskargazi neighbourhood with 680 city
block and 14th plot 221.50 m? eight-storey restaurant building at the deed register. Related property is
classified as a cultural asset that is needed to be protected. The value of the investment property was
determined as TL 5,000,000 according to the report dated 12 January 2010 prepared by the experts
assigned by Commercial Court and it was devolved as capital in kind on 2 November 2010 by
Halkbank. The fair value of Nisantasi Building was determined as TL 8,549,250 according to the
market comparable approach based on the report dated 16 December 2016 prepared by a real estate
appraisal firm licensed by the CMB. There is no restriction on this investment property. The Company
rented this property to Halkbank. The Company earned TL 396,900 of rental income for the period 1
January 2017 - 30 September 2017 (1 January — 30 September 2016: TL 378,000).

Halkbank Finance Tower

Halkbank Finance Tower is registered with Atasehir/Kiigiikbakkalkdy neighbourhood with 3332 city
block and 24th plot with 7,995 m? land at the deed register. The investment property has been
purchased from the K Yap1 Gayrimenkul Gelistirme Ins. San. ve Dis Tic. A.S. Due to the related
agreement, the payment of half of the cost value of TL 72,275,000, including VAT, has been made
concurrent to the transfer of 103 deeds with servitude rights. 25% of the sale price amounting to TL
36,137,500 was paid on 13 June 2012 and the last 25% of sale price amounting to TL 33,237,500 was
paid on 30 July 2012. The the remaining payment of TL 2,900,000 on the purchase is offset against
the other transactions with the K Yapi1 Gayrimenkul Gelistirme Ins. San. ve Dis Tic. AS. With the
payment of first part, the deed registration fee of TL 2,070,600, settling registration expenses of TL
509,253 and finance cost of TL 1,466,224 for the loan related with this acquisition are added to the
land and building costs. TL 150,000,000 of mortgage has been given as collateral for the loan which
was obtained for financing Halkbank Finance Tower construction from Halkbank. The fair value of
Halkbank Finance Tower was determined as TL 186.636.280 according to the market comparable
approach based on the report dated 27 December 2016 prepared by a real estate appraisal firm licensed
by the CMB. The Company rented this property to T. Halk Bankas1 A.S. The Company has recognized
TL 11,565,760 of rental income for the period 1 January 2017 - 30 September 2017 (1 January — 30
September 2016: TL 11,391,900).
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INVESTMENT PROPERTIES (cont’d)
Buildings (cont’d)
Park Dedeman Levent Hotel

Levent Land is registered with Mecidiyekoy/Sisli neighbourhood with 1957 city block and 6th plot
with 2,791 m? at the deed register. The value of the investment property was determined as TL
25,799,000 according to the report dated 22 February 2010 by the experts assigned by Commercial
Court and transferred to the Company as capital in kind on 3 November 2010 by Halkbank. The Hotel
Project on the land has been started with the agreement between Dedeman Turizm Ydnetimi AS. The
fair value of Park Dedeman Levent Hotel was determined as TL 165,378,233 according to the cost
approach based on the report dated 27 December 2016 prepared by a real estate appraisal firm licensed
by the CMB. There is no restriction on this investment property.

The Company rented this property to Dedeman Turizm Yonetimi A.S. The Company has recognized
TL 8,705,700 of rental income for the period 1 January 2017 - 30 September 2017 (1 January — 30
September 2016: TL 6,887,850).

Kocaeli Sekerpinar Block A

Sekerpinar Block A is registered with Sekerpinar/Kocaeli neighbourhood with 420 block and 26 plot.
There is no restriction on this investment property. Occupancy permit for Sekerpinar Block A was
received as of 14 October 2015. Within the frame of the memorandum of understanding signed with
Halkbank on 21 May 2015, a 10-year lease agreement has been signed to be valid commencing on 15
April 2015 with an amount of TL 442,625+VAT. The fair value of the investment property,
Sekerpinar Banking Center, was determined as TL 88,704,000 according to the cost approach based
on the report dated 22 December 2016 prepared by a real estate appraisal firm licensed by the CMB.

The Company has recognized TL 4,445,684 of rental income for the period 1 January 2017 - 30
September 2017 (1 January — 30 September 2016: TL 4,131,019).

Eskigehir— Panaroma Plus Konut Project — Block D

Eskigehir Block D is registered with Odunpazari/Eskisehir neighbourhood with 13,124 block and 1
plot. There is no restriction on this investment property. Occupancy permit for Eskisehir Block D was
received as of 28 August 2015. The Company signed 10-year lease agreement with Migros Ticaret
A.S. on 20 August 2015. Within the frame of related lease agreement, starting date of lease is
determined as the same date of the store opening. The fair value of this investment property was
determined as TL 4,199,760 according to the market value approach based on the report dated 16
December 2016 prepared by a real estate appraisal firm licensed by the CMB. The Company earned
TL 65,266 of rental income for the period 1 January 2017 - 30 September 2017 (1 January — 30
September 2016: TL 108,833). The Company has signed a sale committment agreement for the related
property on 26 April 2017 and the land register has not been transferred. The revenue are classified
under deferred income.
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INVESTMENT PROPERTIES (cont’d)
Buildings (cont’d)
Eskisehir— Panaroma Plus Konut Project —Block B17

Eskisehir Block B is registered with Odunpazari/Eskisehir neighbourhood with 13,124 block and 1
plot. There is no restriction on this investment property. Occupancy permit for Eskisehir Block B was
received as of 2 November 2015. The Company signed a lease agreement amounted to TL
6,000+VAT with a real person on 1 November 2015. The fair value of the investment property was
determined as TL 862,650 according to the market value approach based on the report dated 16
December 2016 prepared by a real estate appraisal firm licensed by the CMB. The Company earned
TL 56,700 of rental income for the period 1 January 2017 - 30 September 2017 (1 January — 30
September 2016: TL 54,000).

Kocaeli Sekerpinar Office Project

Sekerpinar land is registered with Sekerpiar/Kocaeli neighbourhood with 420 block and 26 plot with
15,562 m? land at the deed register. There is no restriction on this investment property. The Company
has signed an agreement for the architectural design of office buildings on the land due to construction
a building for banking operational centre, and licence is received for the first and second zone as at 28
August 2013 and 28 March 2014, respectively. First zone of the Project, Block A, has been completed
and classified as a building. The fair value of the investment property of second zone of the Project,
Block B, was determined as TL 70,300,584 according to the market value approach based on the
report dated 22 December 2016 prepared by a real estate appraisal firm licensed by the CMB.

Investment properties under construction
Istanbul Finance Center Project

Atagehir Land is registered with Umraniye/istanbul Kiiciikbakkalkdy neighbourhood with 3328 city
block and 3rd plot with 28,732 m? at the deed register. The value of the investment property was
determined as TL 229,846,920 according to the report dated 18 January 2010 prepared by the experts
assigned by Commercial Court and it was devolved as capital in kind on 28 October 2010 by
Halkbank. The fair value of Atagehir Land has been determined as TL 646,462,575 according to the
market value approach based on the report dated 22 December 2016 prepared by a real estate appraisal
firm licensed by the CMB. The Company applied for construction licence on 31 December 2014.

Finance Center (IFC) project is developed under the coordination of the Ministry of Environment and
Urbanisation of Turkish Republic. A protocol and initial memorandum is signed between the
Company and the Ministry regarding the administration process of the IFC project. At 25 December
2012, previous 3323 city block and 3rd plot of the Company has been revised at the new partition plan
of the Project and new land is registered as 3328 block 4th plot and 3328 block 11th plot. Plots have
surface area of 16,337 m? and 12,395 m?, 135,835 m? and 102,953 m? above podium constructions
areas respectively as 3328 block 4th plot and 11th plot are parcelled from previous 3323 block 3rd plot
and total construction area of the Company on the Land is protected during the partition. At 10 June
2015, the construction permits for the IFC was granted for the combined use (office&retail) project.
The main contractor agreement was signed for the IFM project on 8 December 2016, and the
construction is ongoing as of the date of this reporting period.
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INVESTMENT PROPERTIES (cont’d)
Operating leases

The Company as lessor

The Company has signed operating lease agreements with Halkbank, Koton, Halk Hayat ve Emeklilik,
Turkish Treasury, Migros, Ceda Akaryakit Turizm and Sapaz Otelcilik Turizm as lessor. The future
minimum lease payments as at 30 September 2017 and 31 December 2016 under non-cancellable

leases are as follows:

30 September 31 December
Operational lease 2017 2016
Less than 1 year 46,309,118 47,668,231
Between 1 - 5 years 143,970,402 151,368,362
More than 5 years 192,472,224 50,827,720
382,751,744 249,864,313
PROPERTY, PLANT AND EQUIPMENT
Furniture and Leashold
fixture improvements Total
Cost Value
Opening balance as at 1 January 2017 1,168,158 661,327 1,829,485
Additions 28,557 - 28,557
Closing balance as at 30 September 2017 1,196,715 661,327 1,858,042
Accumulated Depreciation
Opening balance as at 1 January 2017 (746,715) (661,327) (1,408,042)
Period charge (161,354) - (161,354)
Closing balance as at 30 September 2017 (908,069) (661,327) (1,569,396)
Carrying value as at 30 September 2017 288,646 - 288,646
Furniture and Leashold
fixture improvements Total
Cost Value
Opening balance as at 1 January 2016 1,133,691 661,327 1,795,018
Additions 29,619 - 29,619
Disposals (7,230) - (7,230)
Closing balance as at 30 September 2016 1,156,080 661,327 1,817,407
Accumulated Depreciation
Opening balance as at 1 January 2016 (545,968) (661,327) (1,207,295)
Period charge (151,312) - (151,312)
Disposals 3,090 - 3,090
Closing balance as at 30 September 2016 (694,190) (661,327) (1,355,517)
Carrying value as at 30 September 2016 461,890 - 461,890
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PROPERTY, PLANT AND EQUIPMENT (cont’d)

The following useful lives are used in the calculation of depreciation:

Useful life
Furniture and fixture 5 years
Leasehold improvements 5 years

Depreciation expenses of TL 161,354 (2016: TL 151,312) have been charged in ‘general

10.

administrative expenses’.

INTANGIBLE ASSETS
Other intangible assets Total
Cost Value
Opening balance as at 1 January 2017 755,396 755,396
Additions 1,311 1,311
Closing balance as at 30 September 2017 756,707 756,707
Accumulated Amortization
Opening balance as at 1 January 2017 (439,122) (439,122)
Period charge (158,861) (158,861)
Closing balance as at 30 September 2017 (597,983) (597,983)
Carrying value as at 30 September 2017 158,724 158,724
Other intangible assets Total
Cost Value
Opening balance as at 1 January 2016 755,396 755,396
Closing balance as at 30 September 2016 755,396 755,396
Accumulated Amortization
Opening balance as at 1 January 2016 (225,154) (225,154)
Period charge (160,183) (160,183)
Closing balance as at 30 September 2016 (385,337) (385,337)
Carrying value as at 30 September 2016 370,059 370,059

Amortization expenses of TL 158,861 (2015: TL 160,183) have been charged in ‘general
administrative expenses’. The following useful lives are used in the calculation of amortization:

Other intangible assets
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PROVISIONS, CONTINGENT ASSETS AND LIABILITIES
a) Provisions

As at 30 September 2017 and 31 December 2016 lawsuit details is as follows:

30 September 31 December
Other short term provisions 2017 2016
Lawsuit provision 67,760 67,760
67,760 67,760
Legal claims Total
Balance at 1 January 2017 67,760 67,760
Additional provisions - -
Balance at 30 September 2017 67,760 67,760
Legal claims Total
Balance at 1 January 2016 67,760 67,760
Additional provisions - -
Balance at 30 September 2016 67,760 67,760

A provision amounting to TL 67,670 has been set aside for the value determination case in Eskisehir
Consumer Court ongoing as of the balance sheet date.

b) Collateral-Pledge-Mortgage (“CPM”)

According to the CMB’s decision dated 9 September 2009 related to the commitments of publicly
owned companies given to the guarantee 3rd party’s debts, the commitments given;

For companies other than publicly owned investment trust and financial institutions, no limitation is
imposed,;

i) For their own corporate identities
if) In favour of fully consolidated subsidiaries
iii) In favour of 3rd parties in the normal course of their operations.

After the decision is published at the Public Disclosure Platform, publicly owned companies will not
give commitments, except for those given under normal course of their operations, to real people or
corporations other than mentioned at the bullets (i) and (ii) above or to third parties other than
mentioned at the bullet (iii). If any commitment has already been given it will be reduced to nil until
31 December 2014.
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PROVISIONS, CONTINGENT ASSETS AND LIABILITIES (cont’d)

b) Collateral-Pledge-Mortgage (“CPM”) (cont’d)

30 September 2017 TL equivalent
A. CPMs given for Company’s own legal personality(*) 282,280,531
-Collateral 132,280,531

-Pledge -

-Mortgage 150,000,000

B. CPMs given on behalf of fully consolidated companies

-Collateral -
-Pledge -
-Mortgage -
C. CPMs given in the normal course of business activities
on behalf of third parties(**) 96,221,497
-Collateral 96,221,497
-Pledge -
-Mortgage -
D. Total amount of other CPMs -
i. Total amount of CPMs given on behalf of the parent -
-Collateral -
-Pledge -
-Mortgage -
ii. Total amount of CPMs given to on behalf of other
Group companies which are not in scope of B and C -
-Collateral -
-Pledge -
-Mortgage -
iii. Total amount of CPMs given on behalf of third parties
which are not in scope of C -
-Collateral -
-Pledge -
-Mortgage -
Total 378,502,028

(*) A mortgage have been given to HalkBank Finance Tower amounting to TL 150,000,000 (31 December 2016: TL 150,000,000) (Although
loan agreement has been closed, mortgage has not been cancelled under general loan agreement between Halkbank and the Company). A
guarantee letter given for road accession commitment of Halkbank Finance Tower amounting to TL 92,825,625 (31 December 2016: TL
97,504,542). Mortgages have been given to customers related to loan for Eskisehir and Referans Bakirkdy projects amounting to TL
2,076,000 (31 December 2016: TL 4,780,000), related to Caddebostan renovation amounting to TL 1,266,407, related to VAT return and
lawsuit for Eskisehir project respectively amounting to TL 2,154,084 and TL 97,143, Dedeman Hotel Project road construction participation
amounting to TL 372,334 (31 December 2016: TL 368,882) and guarantee letter given for Kocaeli project amounting to TL 48,938 (31
December 2016: 48,938) and guarantee letter given for Izmir project amounting to TL 33,400,000 (31 December 2016: None.).

(**) The balance consist of Company being a guarantor for the customers of the Company’s joint operation Halk GYO&Vakif GYO Adi
Ortaklig1’s pre-sales of residences at Bizimtepe Aydos Project. If customers use loans from banks that the Company agreed, Company will
be guarantor to the customers. Halk GYO&Vakif GYO Adi Ortaklig: signed a general guarantee agreement with the agreed banks amounting
to TL 797,435,000. The Company’s responsibility in this guarantee is TL 398,717,500. Pre-sales of Halk GYO&Vakif GYO Adi Ortakligt
performed through this guarantee agreement amounted to TL 260,817,591. The risk of the Company is TL 80,181,466 from the pre-sales
through this guarantee agreement as of 30 September 2017. The proportion of other CPM to the Company’s equity is 4.82% as at 30
September 2017.

The balance consist of Company being a guarantor for the customers of the Company’s joint operation Halk GY O&Erkonut Adi Ortakligi’s
pre-sales of residences at Erzurum Sehristan Project. If customers use loans from banks that the Company agreed, Company will be
guarantor to the customers. Halk GYO&Erkonut Adi Ortaklig1 signed a general guarantee agreement with the agreed banks amounting to TL
310,335,316 as of 30 September 2017. The Company’s responsibility in this gurantee is TL 155,167,658. Pre-sales of Halk GYO&Erkonut
Adi Ortakhg: performed through the guarantee agreement amounted to TL 30,933,253. The risk of the Company is TL 16,040,031 from the
pre-sales through this guarantee agreement as of 30 September 2017. The proportion of other CPM to the Company’s equity is 0.96% as at
30 September 2017.
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(Amounts expressed in Turkish Lira (TL)).
PROVISIONS, CONTINGENT ASSETS AND LIABILITIES (cont’d)

b) Collateral-Pledge-Mortgage (“CPM”) (cont’d)

31 December 2016 TL equivalent
A. CPMs given for Company’s own legal personality 256,159,616
-Collateral 106,159,616

-Pledge -

-Mortgage 150,000,000

B. CPMs given on behalf of fully consolidated companies

-Collateral -
-Pledge -
-Mortgage -
C. CPMs given in the normal course of business activities
on behalf of third parties 73,948,731
-Collateral 73,948,731
-Pledge -
-Mortgage -
D. Total amount of other CPMs -
i. Total amount of CPMs given on behalf of the parent -
-Collateral -
-Pledge -
-Mortgage -
ii. Total amount of CPMs given to on behalf of other
Group companies which are not in scope of B and C -
-Collateral -
-Pledge -
-Mortgage -
iii. Total amount of CPMs given on behalf of third parties
which are not in scope of C -
-Collateral -
-Pledge -
-Mortgage -
Total 330,108,347
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REVIEWED CONSOLIDATED STATEMENT OF CASH FLOWS
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(Amounts expressed in Turkish Lira (TL)).
PROVISIONS, CONTINGENT ASSETS AND LIABILITIES (cont’d)

b) Collateral-Pledge-Mortgage (“CPM”) (cont’d)

30 September 31 December

2017 2016

YDA ingaat San. Ve Tic. A.S. ™ 82,665,000 82,665,000
Haldiz insaat Otomotiv ve Tic. Ltd. Sti. @ 26,394,412 26,950,000
Er Konut ins. Taah. ingaat Malz. Nak. ve Mad. Tic. A.S. © 13,650,000 13,650,000
Dedeman Turizm Yénetimi A.S. @ 8,384,800 14,839,600
Sapaz Otelcilik Turizm Insaat Sanayi Ve Ticaret A.S. ® 6,288,600 5,564,850
CNV Yapt Mimarlik San. Tic. Ltd. Sti. 1,610,000 1,610,000
Tlgazlar Insaat Tic. Ve San. A.S. © - 2,400,000
K Yap1 Gayrimenkul Gelistirme Ins. San. Ve Dis Tic. A.S. @ - 2,000,000
Entegre Proje Yonetim Dan.Miih.Tic. A.S. @ 693,158 693,158
Biskon Yap1 A.S. @ 300,000 300,000
YPU Yapi Proje Uygulama Ltd. Sti. @ 273,990 337,170
Direk Reklam Ins. San. Tic. A.S. *? 211,542 -
Ceda Akaryakit Insaat Emlak Tur. Tic. Ltd. Sti. (13) 200,000 200,000
Mutlu Cilingiroglu Miar Mimarlik Ins. San. Ve Tic. Ltd. Sti. @ 160,500 160,500
Koton Magazacilik Teskstil San ve Tic AS ® - 440,060
Borusan Makine ve Giig Sistemleri San.ve Tic. A.S. @ - 353,924
Megapol Miihendislik Tic. A.S. @ - 225,000
Other 211,652 143555
141,043,654 152,532,817

@ The Company has received letter of guarantee from the suppliers for architectural and construction activities
for the banking operations center project under construction in Kocaeli Sekerpimar Land.

@ . . .
The Company has received letter of guarantee from the lessee companies for Dedeman Otel Project.

@) The Company has received letter of guarantee from the contractor Biskon Yapi AS for the “Land Sale of
Revenue Sharing” project.

@) The Company has received letter of guarantee from the suppliers for architectural and construction activities
for istanbul Financial Center (IFC) Project.

5
( )Koton Magazacilik Tekstil San. ve Tic. AS is the lessee of the Company. Rent agreement is terminated on 24
May 2017.

®)_, . . .. .
This company is the contractor of Eskigehir Panorama Project.

@ Letters of guarantee have been received from suppliers relating to architectural and construction operations of
Bizimtepe Aydos project.
) Sapaz Otelcilik Turizm Ingaat Sanayi ve Ticaret AS is a lessee of the Company.
© The Company has received a letter of guarantee for the Erzurum Sehristan Project.
(lO)This letter of guarantee has been received for urban transformation process of Caddebostan Building.

(11 . . . .
The Company has received a letter of guarantee from the primary contractor for architectural and construction
activities for Istanbul Financial Center (IFC) Project.

12 .

( )This letter of guarantee has been received for advertising contract from Direk Reklam Ing.San.Tic.A.S.
13 . .

( )Ceda Akaryakit Ingaat Emlak Tur.Tic.Ltd.Sti. is a lessee of the Company.
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HALK GAYRIMENKUL YATIRIM ORTAKLIGI A.S.

REVIEWED CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE PERIOD 1 JANUARY - 30 SEPTEMBER 2017

(Amounts expressed in Turkish Lira (TL)).
EMPLOYEE BENEFITS

Short-term provisions for employee benefits

30 September 31 December
2017 2016
Employee bonus accruals 466,961 543,573
Unused vacation accruals 302,985 257,582
769,946 801,155

Long-term provisions for employee benefits
30 September 31 December
2017 2016
Provision for retirement pay 376,447 202,050
376,447 202,050

Provision for retirement pay liability:

Under Turkish Labor Law, the Group is required to pay termination benefits to each employee who has
completed certain years of service and whose employment is terminated without due cause, who is
called up for military service, dies or retires after completing 25 years of service and reaches the
retirement age (58 for women and 60 for men).

The amount payable consists of one month’s salary limited to a maximum of TL 4,732.48 for each period
of service at 30 September 2017 (31 December 2016: TL 4,426.16).

Retirement pay liability is not subject to any kind of funding legally. Provision for retirement pay
liability is calculated by estimating the present value of probable liability amount arising due to
retirement of employees. TAS 19 Employee Benefits stipulates the development of company’s
liabilities by using actuarial valuation methods under defined benefit plans. Accordingly, actuarial
assumptions used in calculation of total liabilities are described as follows:

The principal assumption is that the maximum liability for each year of service will increase parallel with
inflation. Thus, the discount rate applied represents the expected real rate after adjusting for the anticipated
effects of future inflation. Consequently, in the accompanying financial statements as at 30 September
2017, the provision has been calculated by estimating the present value of the future probable obligation of
the Company arising from the retirement of the employees. The provisions at the respective balance sheet
dates have been calculated with the assumption of 2.83% real discount rate (31 December 2016: 4.72%)
calculated by using 6% annual inflation rate and 9% discount rate. Estimated amount of retirement pay
not paid due to voluntary leaves is also taken into consideration as 2.94% for employees with 0-15
years of service, and 0% for those with 16 or more years of service. Ceiling amount of TL 4,732.48
which is in effect since 1 October 2017 is used in the calculation of Groups’ provision for retirement
pay liability (1 January 2017: TL 4,426.16).

The principal assumptions used in the calculation of retirement pay liability are discount rate and
anticipated turnover rate. If the discount rate would have been 1% lower/(higher), provision for employee
termination benefits would increase/(decrease) by TL 47,794 / TL (59,008). If the anticipated turnover rate
would have been 1% higher/(lower) while all other variables were held constant, provision for employee
termination benefits would decrease/(increase) by TL 5,703/ TL (6,091).
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(Amounts expressed in Turkish Lira (TL)).

OTHER ASSETS AND LIABILITIES

30 September 31 December

Other current assets 2017 2016
Deferred VAT 13,421,878 9,400,241
Deposits and guarantees given 38,836 56,925
Business advences given 4,681 1,351
Other 111,575 1,915,412
13,576,970 11,373,929

30 September 31 December

Other non-current assets 2017 2016
Deferred VAT(*) 38,373,277 23,221,557
38,373,277 23,221,557

(*) As at 30 September 2017, VAT receivable amounting to TL 38,373,277 (31 December 2016: 23,221,557)
resulted from purchasing Sancaktepe land of Halk GYO-Vakif GYO Adi Ortakligi, Erzurum Sehristan Project
land of Halk GYO&Erkonut Adi Ortakligi and Izmir Project of Halk GYO-Teknik Yap: Adi Ortaklig1 is
classified to “other non-current assets” since these are long term projects.

30 September 31 December

Other Current Liabilities 2017 2016
Deposits and guarantees received(**) 14,256,344 3,682,351
Taxes and funds payable 1,978,347 1,476,280
Other current liabilities 32,396 17,151
16,267,087 5,175,782

(**) Deposits and guarantees received consist of cash guarantees received from clients for leased properties and
contractors for projects under construction.
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HALK GAYRIMENKUL YATIRIM ORTAKLIGI A.S.

REVIEWED CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE PERIOD 1 JANUARY - 30 SEPTEMBER 2017

(Amounts expressed in Turkish Lira (TL)).
SHARE CAPITAL, RESERVES AND OTHER EQUITY ITEMS
a) Share Capital

As of 30 September 2017 and 31 December 2016 the share capital held is as follows:

30 September 31 December
Shareholders Group % 2017 % 2016
Halkbank A 1,58 12.956.592 1,58 12.482.570
Halkbank(*) B 70,4 577.134.085 70,38 556.019.397
Halk Yatirim Menkul Degerler A.S. A 0,04 309.434 0,04 298.113
Halk Finansal Kiralama AS A <0,01 1 <0,01 1
Publicly traded B 28,00 229.599.888 28,00 221.199.919
Nominal capital 100 820.000.000 100 790.000.000
Total capital 820.000.000 790.000.000

(*) Halkbank also has 60,387,845 B group shares with 7.36% in the publicly traded held group (31 December
2016: 58,178,538 shares).

The Company shares are issued to the names into two groups; Group A and Group B. The Group A
shares have the right to nominate the members of the Board of Directors (“BOD”). More than half of
the BOD members are elected from the nominees of A Group shares and remaining members are
elected from mutual nominees of A Group and B Group shares by the General Assembly. In capital
increases new Group A shares are issued for Group A shares and new Group B shares are issued for
Group B shares.

However, if the BOD restricts preemptive rights of shareholders, new shares are issued as Group B
shares.

The Company has been established with registered capital ceiling of TL 1,500,000,000 each with par
value of TL 1. The Company’s issued capital is 790,000,000 shares amounting to TL 790,000,000. All
capital has been committed by the founders; TL 196,217,979 paid in cash, TL 127,500,000
incorporated into capital from reserves and TL 466,282,021 paid in kind (real estates) by main
shareholder Halkbank.

As per the Board of Directors decision numbered 49/110 on 15 August 2012, the Company’s capital
was increased to TL 662,500,000. Increased capital of TL 185,500,000 corresponding to 185,500,000
shares were publicly offered during 13-15 February 2013. As at 20 June 2013, the Company increased
its share capital by TL 11,138,704 from retained earnings.

As at 5 June 2014, the Company increased its share capital by TL 24,261,296 from retained earnings.

As at 11 June 2015, the Company increased its share capital to TL 743,000,000 by transferring TL
45,100,000 from retained earnings to share capital.

As at 25 May 2016, the Company increased its share capital to TL 790,000,000 by transferring TL
47,000,000 from retained earnings to share capital.

As at 15 August 2017, the Company increased its share capital to TL 820,000,000 by transferring TL
30,000,000 from retained earnings to share capital.
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SHARE CAPITAL, RESERVES AND OTHER EQUITY ITEMS (cont’d)

b) Treasury shares acquired

The Company’s treasury shares acquired are accounted for at cost. The Company holds 23,117,578
treasury shares as of 30 September 2017 (31 December 2016: 22,271,814 shares). The details of the

treasury shares acquired are as follows:

Weighted average Transaction

Transaction Transaction date Nominal value share price amount
Repurchased shares 26 February 2013 933,649 1.34 1,251,090
Repurchased shares 27 February 2013 736,571 1.34 987,004
Repurchased shares 28 February 2013 1,000,000 1.34 1,340,000
Repurchased shares 1 March 2013 2,297,269 1.32 3,021,922
Repurchased shares 5 March 2013 3,455,130 1.33 4,608,678
Repurchased shares 11 March 2013 457,867 1.32 604,384
Repurchased shares 12 March 2013 586,245 1.32 773,843
Repurchased shares 15 March 2013 2,000,000 1.32 2,640,000
Repurchased shares 21 March 2013 7,210,586 1.33 9,582,612
Bonus shares from incorporating reserves 20 June 2013 314,024 - -
Bonus shares from incorporating reserves 5 June 2014 683,977 - -
Bonus shares from incorporating reserves 11 June 2015 1,271,466 - -
Bonus shares from incorporating reserves 25 May 2016 1,325,030 - -
Bonus shares from incorporating reserves 17 August 2017 845,764 - -
Total repurchased shares 23,117,578 1.07 24,809,533

¢) Share premiums

The surplus of sales price over nominal value of shares amounted to TL 64,925,000 during the initial
public offering on 13-15 February 2013 were accounted for as share premium. Commission expenses
and legal expenses which are related with the initial public offering amounting to TL 8,847,688 are
netted off with share premium. Additionally, the differences of sales price over nominal value of own
shares acquired amounted to TL 6,132,216 are netted off with share premium.

d) Restricted reserves

The legal reserves consist of first and second reserves, in accordance with the Turkish Commercial
Code. The first legal reserve appropriated out of the statutory profit at the rate of 5% until the total
reserve reaches a maximum of 20% of the Company’s paid-in capital. The second legal reserve is
appropriated at the rate of 10% of all distributions in excess of 5% of the Company’s paid-in capital.
The first and second legal reserves are not available for distribution unless they exceed 50% of the
share capital but may be used to absorb losses in the event that the general reserve is exhausted.

In accordance with the Turkish Commercial Code, the Company has to appropriate restricted reserve
equivalent to the Company's treasury shares acquired. Such reserve can only be released in the amount
of any sold or destroyed shares valued at acquisition cost. As at 30 September 2017, the Company’s
restricted reserves are legal reserves amounting to TL 39,266,359 (31 December 2016: TL
37,486,655).

e) Dividends

As at 21 June 2017, dividends distributed from attributable profit for the year 2016 to the shareholders
amounting to TL 2,915,412 (2016: TL 5,270,987).
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HALK GAYRIMENKUL YATIRIM ORTAKLIGI A.S.

REVIEWED CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE PERIOD 1 JANUARY - 30 SEPTEMBER 2017

(Amounts expressed in Turkish Lira (TL)).

REVENUE AND COST OF SALES

Sales

Income on properties
Income from sale of residence
Rental income

Income on debt instruments
Interest income on deposits
Other

b) Cost of Sales

Cost of residence sales
Property tax expenses
Other

EXPENSES BY NATURE

Cost of residence sales

Personnel expenses

Commission expenses

Travel and vehicle expenses
Advertisment expenses

Property tax expenses

Outsource servise expenses
Depreciation and amortization expenses
Rent expenses

Taxes and duties

Consulting expenses

Stationery and IT related expenses
Maintenance and repair expenses
Other

1 January- 1 July- 1 January- 1 July-
30 September 30 September 30 September 30 September
2017 2017 2016 2016
56,851,501 17,139,891 54,182,574 17,020,448
18,238,868 4,388,293 18,325,847 5,498,905
38,612,633 12,751,598 35,856,727 11,521,543
4,885,928 1,075,416 4,792,532 1,746,919
4,885,928 1,075,416 4,747,901 1,743,041

- - 44,631 3,878

61,737,429 18,215,307 58,975,106 18,767,367
1 January- 1 July- 1 January- 1 July-
30 September 30 September 30 September 30 September
2017 2017 2016 2016
9,899,518 2,066,180 9,764,806 2,911,791
386,537 530 343,248 -
1,003,081 585,443 365,664 125,271
11,289,136 2,652,153 10,473,718 3,037,062
1 January- 1 July- 1 January- 1 July-
30 September 30 September 30 September 30 September
2017 2017 2016 2016
9,899,518 2,066,180 9,764,806 2,911,791
5,421,001 1,837,151 4,859,208 1,804,453
1,972,280 445,146 2,062,696 416,473
698,695 128,916 262,298 92,921
490,378 120,697 1,840,222 363,773
386,537 530 343,248 -
396,666 114,671 323,362 113,574
320,215 68,972 311,495 106,166
378,910 130,444 355,309 119,886
573,637 328,149 534,289 120,184
287,344 68,084 345,213 92,815
121,002 40,540 109,427 32,773
29,177 6,527 14,453 2,189
1,206,319 646,354 1,017,764 418,887
22,181,679 6,002,361 22,143,790 6,595,885
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(Amounts expressed in Turkish Lira (TL)).

ADMINISTRATIVE EXPENSES, MARKETING AND SELLING EXPENSES

General administrative expenses (-)
Marketing and selling expenses (-)

a) Detail of general administrative expenses

Personnel expenses

Taxes and duties

Consulting expenses

Rent expenses

Outsource servise expenses
Depreciation and amortization expenses
Travel and car expenses
Advertisement expenses
Stationery and IT related expenses
Maintanance expenses

Other

Detail of personnel expenses

Wages and salaries

Social Security Instituion employer's shares
Board of directors' remunerations
Insurance expense

Employee benefits provision

Other

b) Detail of marketing expenses

Commission expenses
Personnel expenses
Taxes and duties
Advertisement expenses
Other

1 January- 1 July- 1 January- 1 July-

30 September 30 September 30 September 30 September
2017 2017 2016 2016
8,742,946 2,857,974 7,450,374 2,709,266
2,149,597 492,234 4,219,698 849,557
10,892,543 3,350,208 11,670,072 3,558,823

1 January- 1 July- 1 January- 1 July-

30 September 30 September 30 September 30 September
2017 2017 2016 2016
5,421,001 1,837,151 4,816,026 1,801,165
563,516 327,674 473,558 70,445
287,344 68,084 345,213 92,815
378,910 130,444 355,309 119,886
396,666 114,671 323,362 113,574
320,215 68,972 311,495 106,166
698,695 128,916 262,298 92,921
490,378 120,697 404,005 265,133
121,002 40,540 109,427 32,773
29,177 6,527 14,453 2,189
36,042 14,298 35,228 12,199
8,742,946 2,857,974 7,450,374 2,709,266

1 January- 1 July- 1 January- 1 July-

30 September 30 September 30 September 30 September
2017 2017 2016 2016
3.559.218 1.221.715 3.466.318 1.420.581
544.748 185.710 566.908 185.363
435.907 161.622 263.648 117.857
249.341 94.196 168.715 65.418
227.876 53.490 155.591 7.665
403.911 120.418 194.846 4.281
5.421.001 1.837.151 4.816.026 1.801.165

1 January- 1 July- 1 January- 1 July-

30 September 30 September 30 September 30 September
2017 2017 2016 2016
1,972,280 445,146 2,062,696 416,473

- - 43,182 3,288

10,121 475 60,731 49,739

- - 1,436,217 98,640

167,196 46,613 616,872 281,417
2,149,597 492,234 4,219,698 849,557

(*) Commission expenses comprise of sales commissions related to Bizimtepe Aydos Project.
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OTHER INCOME AND EXPENSES FROM OPERATING ACTIVITIES

The details of other income from operating activities for the periods ended 30 September 2017 and 30

September 2016 are as follows:

Foreign exchange gains

Incentives and discounts from public institutions
Proceeds from liquidation of guarantee letters

Forfeits from cancellation of preliminary sales contracts
Proceeds from recharges of title deed expenses

Other income

1 January- 1 July- 1 January- 1 July-

30 September 30 September 30 September 30 September
2017 2017 2016 2016
325,873 68,661 145,483 71,505
516,963 - - -
774,083 774,083 - -
217,024 - - -
112,221 - - -
200,924 4,346 - -
2,147,088 847,090 145,483 71,505

The details of other expenses from operating activities for the periods ended 30 September 2017 and

2016 are as follows:

Foreign exchange losses
Donations
Other

FINANCE EXPENSES

Interest expenses
Other

INCOME TAXES

1 January- 1 July- 1 January- 1 July-

30 September 30 September 30 September 30 September
2017 2017 2016 2016
(764,434) (59,911) (115,185) (38,740)
(2,600,000) - (3,550,000) (3,550,000)
(35,000) (35,000) - -
(3,399,434) (94,911) (3,665,185) (3,588,740)

1 January- 1 July- 1 January- 1 July-

30 September 30 September 30 September 30 September
2017 2017 2016 2016
1,285,526 683,628 1,056,337 340,971
38,665 15,713 46,161 12,682
1,324,191 699,341 1,102,498 353,653

According to the Article 5/1(d) (4) of the Corporate Tax Law numbered 5520, earnings of real estate
investment trusts are exempt from Corporate Income Tax in Turkey.
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EARNINGS PER SHARE

1 January- 1 July- 1 January- 1 July-
30 September 30 September 30 September 30 September
Earning per share 2017 2017 2016 2016
The average number of available shares
during the year (full value) 820,000,000 820,000,000 790,000,000 790,000,000
Net profit of shareholders 36,979,213 12,265,784 32,209,116 8,300,594
Earnings per share from continuing
and discontinuing operations 0.0451 0.0150 0.0408 0.0105
FINANCIAL INSTRUMENTS
Financial Liabilities
30 September 31 December
Financial liabilities 2017 2016
Short term financial liabilities 34.118.580 3.397.355
Short term portion of long term borrowings 34.118.580 3.397.355
Long term financial liabilities 7.349.512 9.152.608
Long term borrowings 7.349.512 9.152.608
41.468.092 12.549.963
Nominal 30 September 2017
Currency interest rate Short term Long term
TL 12.99% 34,118,580 7,349,512
34,118,580 7,349,512
Nominal 31 December 2016
Currency interest rate Short term Long term
TL 8.00% 3,397,355 9,152,608
3,397,355 9,152,608
30 September 31 December
Maturities of bank borrowings are as follows: 2017 2016
Less than 1 year 34,118,580 3,397,355
Between 1-2 years 3,073,073 3,073,640
Between 2-3 years 2,779,372 2,780,637
Between 3-4 years 1,497,067 2,514,587
Between 4-5 years - 783,744
41,468,092 12,549,963
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NATURE AND LEVEL OF RISKS ARISING FROM FINANCIAL INSTRUMENTS

a) Capital risk management

The Group manages its capital to ensure that entities in the Group will be able to continue as going
concern while maximizing the return to stakeholders through the optimization of the debt and equity
balance. The capital structure of the Group consists of debts, which includes the borrowings disclosed
in Note 22, cash and cash equivalents and equity, comprising issued capital, reserves and retained
earnings.

The Group’s risk management committee reviews the capital structure of the Group collectively on a
quarterly basis. As a part of this review, the committee considers the cost of capital and the risks
associated with each class of capital. Based on recommendations of the committee, the Group balances
its overall capital structure through the payment of dividends, new share issues and acquiring own
shares, as well as the issue of new debt or the redemption of existing debt.

In addition and consistent with other entities in the industry, the Group monitors capital on the basis of
the gearing ratio. This ratio is calculated as net debt divided by total capital. Net debt is calculated as
total borrowings (including ‘current and non-current borrowings’ as shown in the consolidated
statement of financial position) less cash and cash equivalents. Total capital is calculated as ‘equity’ as
shown in the consolidated statement of financial position plus net debt.

During 2017, the Group’s strategy has not been change from 2016. The gearing ratios at 30 September
2017 and 31 December 2016 were as follows:

30 September 31 December

2017 2016

Financial liabilities 41,468,092 12,549,963
Less: Cash and cash equivalents (16,402,955) (51,301,426)
Net debt 25,065,137 (38,751,463)
Total shareholders equity 1,664,259,545 1,630,195,744
Total share capital 820,000,000 790,000,000
Gearing ratio 3% (5%)

b) Financial risk factors

The Group’s activities expose it to a variety of financial risks including interest rate risk, liquidity risk,
currency risk and credit risk. Group’s risk management programme generaly focuses on uncertainty in
financial markets and minimizing potential negative effects on Group’s financial performance.

Risk management, is conducted by a treasury department with policies approved by the board of
directors. Treasury department of the Group defines and evaluates the financial risk, and by working
with the operation units by using tools to decrease the risk. Board of Directors maintains generates a
written procedure about foreign exchange risk, interest rate risk, credit risk, usage of non-derivative
financial instruments, and evaluating excess liquidity or other various risks.
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NATURE AND LEVEL OF RISKS ARISING FROM FINANCIAL INSTRUMENTS (cont’d)

b.1) Credit risk management

Details of credit risk by class of financial instruments

30 September 2017

Receivables

Trade Receivables

Related Parties Other

Other Receivables

Related Parties

Other

Maximum credit risk exposed as of balance sheet date (A+B+C+D) (*)

- Secured portion of the maximum credit risk by guarantees (**)

A. Net book value of financial assets that are neither past due nor impaired

B. Net book value of financial assets that are past due but not impaired

C. Net book value of the impaired assets
- Past due (gross amount)

- Impairment (-)

- Secured portion of the net book value by guarantees, etc.
- Not past due (gross amount)

- Impairment (-)

- Secured portion of the net book value by guarantees, etc.

D. Off-balance sheet items include credit risk

760 47,545,512

- 8,554,064

760 38,991,448

- 8,554,064

(*)The factors that increase the credit reliability, such as guarantees received are not considered in the determination of the balance.
(**)Guarantees consist of guarantee letters, guarantee notes and mortgages obtained from the customers.
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NATURE AND LEVEL OF RISKS ARISING FROM FINANCIAL INSTRUMENTS (cont’d)

b.1) Credit risk management (cont’d)

Details of credit risk by class of financial instruments

31 December 2016

Receivables

Trade Receivables

Related Parties

Other

Other Receivables

Related Parties

Other

Maximum credit risk exposed as of balance sheet date (A+B+C+D) (*)

- Secured portion of the maximum credit risk by guarantees (**)

A. Net book value of financial assets that are neither past due nor impaired

B. Net book value of financial assets that are past due but not impaired

C. Net book value of the impaired assets
- Past due (gross amount)

- Impairment (-)

- Secured portion of the net book value by guarantees, etc.
- Not past due (gross amount)

- Impairment (-)

- Secured portion of the net book value by guarantees, etc.

D. Off-balance sheet items include credit risk

36,889,580

3,234,336

33,959,725

2,929,855

(*)The factors that increase the credit reliability, such as guarantees received are not considered in the determination of the balance.
(**)Guarantees consist of guarantee letters, guarantee notes and mortgages obtained from the customers.
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NATURE AND LEVEL OF RISKS ARISING FROM FINANCIAL INSTRUMENTS (cont’d)

b.1) Credit risk management (cont’d)

Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in
financial loss to the Group. Group, aiming to decrease credit risk by transacting only with parties who
has credit assurance and where possible, obtaining sufficient gurantee. Credit risks which the Group is
exposed and credibility of customers are being monitored regularly. Credit risk is being controlled by
the risk management committee through limits which are determined and annually controlled by the
Board of Directors.

b.2) Liquidity risk management

The ultimate responsibility for liquidity risk management belongs to the Board of Directors. The
Board of Directors has established a liquidity risk management in order to meet short, mid and long
term financing, and liquidity requirements. The Group manages liquidity risk by monitoring expected
and actual cash flows closely, and by maintaining sustainability of sufficient borrowing funds through
matching maturities of financial assets and libilities.

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

Likidite riski tablosu

30 September 2017

Total Contractual
Cash Outflows Lessthan3 3to12 months 1to5 years
Contractual Terms Carrying value (I+H+1T+1V) months (1) an i

Non-derivative
financials liabilities

Bank loans 41,468,092 43,550,175 31,616,703 2,685,031 9,248,440
Trade payables 12,072,779 12,072,779 12,072,779 - -
Other liabilities 16,267,087 16,267,087 16,267,087 - -
Total liabilities 69,807,958 71,890,041 59,956,569 2,685,031 9,248,440

31 December 2016

Total Contractual
Cash Outflows Lessthan3 3 to 12 months 1to5 years
Contractual Terms Carrying value (+H+HT+IV) months (1) an 11

Non-derivative
financials liabilities

Bank loans 12,549,963 15,513,512 895,010 2,685,031 11,933,471
Trade payables 534,202 534,202 534,202 - -
Other liabilities 5,175,782 534,202 534,202 - -
Total liabilities 18,259,947 16,581,916 1,963,414 2,685,031 11,933,471
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NATURE AND LEVEL OF RISKS ARISING FROM FINANCIAL INSTRUMENTS (cont’d)

b.3) Market risk management

During the current period, any change to either exposed risks or management and measurement
methods of these risks, was not happened compared to the previous year.

b.3.1) Foreign currency risk management

The carrying amounts of the Group’s foreign currency denominated monetary assets and monetary

liabilities at the reporting period are as follows:

1. Trade Receivables

2a. Monetary Finacial Assets

2b. Non-monetary Financial Assets
3. Other

4.CURRENT ASSETS

5. Trade Receivables

6a. Monetary Finacial Assets

6b. Non-monetary Financial Assets
7. Other

8. NON-CURRENT ASSETS

9. TOTAL ASSETS

10. Trade Payable

11. Financial Liabilities

12a. Monetary Other Liabilities

12b. Non-Monetary Other Liabilities
13. CURRENT LIABILITIES
14.Trade Payable

15. Financial Liabilties

16a. Monetary Other Liabilities

16b. Non-Monetary Other Liabilities
17. NON-CURRENT LIABILITIES

18.TOTAL LIABILITIES

19. Off-balance Sheet Derivative Instruments
Net Asset/Liability Position (19a-19b)

19.a. Assets on foreign currency derivative
instruments

19.b. Liabilities on foreign currency derivative
instruments

20.Net Foreign Currency Assets/Liabilities Position

21.Monetary Items Net Foreign Currency Assets /
Liabilities (1+2a+5+6a-10-12a-14-16a)

30 September 2017

TL Amount US Dollar Euro GBP

561.232 158.000 - -
8.491.332 28.775  2.000.000 910
9.052.564 186.775  2.000.000 910
9.052.564 186.775  2.000.000 910
9.747 - 2.325 -
8.385.919 315  2.000.000 -
8.395.666 315  2.002.325 -
8.395.666 315  2.002.325 -
656.898 186.460 (2.325) 910
9.042.817 186.775  1.997.675 910
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NATURE AND LEVEL OF RISKS ARISING FROM FINANCIAL INSTRUMENTS (cont’d)

b.3.1) Foreign currency risk management (cont’d)

1. Trade Receivables

2a. Monetary Finacial Assets

2b. Non-monetary Financial Assets
3. Other

4.CURRENT ASSETS

5. Trade Receivables

6a. Monetary Finacial Assets

6b. Non-monetary Financial Assets
7. Other

8. NON-CURRENT ASSETS

9. TOTAL ASSETS

10. Trade Payable

11. Financial Liabilities

12a. Monetary Other Liabilities

12b. Non-Monetary Other Liabilities
13. CURRENT LIABILITIES

14. Trade Payable

15. Financial Liabilties

16a. Monetary Other Liabilities

16b. Non-Monetary Other Liabilities
17. NON-CURRENT LIABILITIES

18.TOTAL LIABILITIES

19. Off-balance Sheet Derivative Instruments
Net Asset/Liability Position (19a-19b)

19.a. Assets on foreign currency derivative
instruments

19.b. Liabilities on foreign currency derivative
instruments

20.Net Foreign Currency Assets/Liabilities Position

21.Monetary Items Net Foreign Currency Assets /
Liabilities (1+2a+5+6a-10-12a-14-16a)

TL Amount

31 December 2016
US Dollar

Euro

GBP

742.674
340.483

211.035
96.750

1.083.157

307.785

1.082.048

1.082.048
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NATURE AND LEVEL OF RISKS ARISING FROM FINANCIAL INSTRUMENTS (cont’d)

b.3.1) Foreign currency risk management (cont’d)

Foreign currency sensitivity analysis

The Group is exposed to foreign exchange risk arising from various currency exposures, primarily

with respect to US Dollar, EURO and GBP.

The following table details the Group’s sensitivity to a 10% increase and decrease in foreign currency
against TL. 10% is the sensitivity rate used when reporting foreign currency risk internally to key
management personnel and represents management’s assessment of the possible change in foreign
exchange rates. The sensitivity analysis includes only outstanding foreign currency denominated
monetary items and adjusts their translation at the period end for a 10% change in foreign currency
rates. A positive number below indicates an increase in profit or equity.

In case of US Dolar increases in 10% against TL
1 - US Dolar net asset/liability

2- US Dolar hedges (-)

3- Net effect of US Dollar (1 +2)

In case of Euro increases in 10% against TL
4 - Euro net asset/liability

5 - Euro hedges (-)

6- Net effect of Euro (4+5)

In case of GBP increases in 10% against TL
7 - GBP net asset/liability

8 - GBP hedges (-)

9- Net effect of GBP (7+8)

In case of US Dolar increases in 10% against TL
1 - US Dolar net asset/liability

2- US Dolar hedges (-)

3- Net effect of US Dollar (1 +2)

30 September 2017

Profit / Loss

Equity

Depreciation

Appreciation Depreciation

Appreciation of of of of
Foreign Foreign Foreign Foreign
Currency Currency Currency Currency
66,344 (66,344) 66,344 (66,344)
66,344 (66,344) 66,344 (66,344)
837,505 (837,505) 837,505 (837,505)
837,505 (837,505) 837,505 (837,505)
432 (432) 432 (432)
432 (432) 432 (432)
904,281 (904,281) 904,281 (904,281)
31 December 2016
Profit / Loss Equity

Depreciation

Appreciation Depreciation

Appreciation of of of of
Foreign Foreign Foreign Foreign
Currency Currency Currency Currency
108,205 (108,205) 108,205 (108,205)
108,205 (108,205) 108,205 (108,205)
108,205 (108,205) 108,205 (108,205)

64



23.

24,

HALK GAYRIMENKUL YATIRIM ORTAKLIGI A.S.

REVIEWED CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE PERIOD 1 JANUARY - 30 SEPTEMBER 2017

(Amounts expressed in Turkish Lira (TL)).

NATURE AND LEVEL OF RISKS ARISING FROM FINANCIAL INSTRUMENTS (cont’d)

b.3.2) Interest rate risk management

The Group borrows funds at both fixed and floating interest rates. Risk hedging strategies are
evaluated regulary in order to comply with interest rate anticipations and defined risks.

Interest rate sensitivity analysis

The details of the interest-bearing financial assets of the Group are as follows:

Interest Position Table

30 September 2017 31 December 2016
Fixed interest rate instruments
Financial liabilities 7,349,512 12,549,963
Variable interest rate instruments
Financial liabilities 34,118,580 -
FINANCIAL INSTRUMENTS (FAIR VALUE DISCLOSUREYS)

Loans and
receivables (including Financial liabilities
30 September 2017 cash and cash equivalents) at amortized cost Carrying value Note
Financial assets
Cash and cash equivalents 16,402,955 - 16,402,955 26
Trade receivables 47,546,272 - 47,546,272 5
Financial liabilities
Borrowings - 41,468,092 41,468,092 22
Trade payables - 12,020,731 12,020,731 5
Due to related parties - 52,048 52,048 4
Loans and
receivables (including Financial liabilities

31 December 2016 cash and cash equivalents) at amortized cost Carrying value Note
Financial assets
Cash and cash equivalents 51,301,426 - 51,301,426 26
Trade receivables 36,889,580 - 36,889,580 5
Financial liabilities
Borrowings - 12,549,963 12,549,963 22
Trade payables - 470,938 470,938 5
Due to related parties - 63,264 63,264 4

(*)The Group management considers the carrying amounts of financial assets approximate their fair values.
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FINANCIAL INSTRUMENTS (FAIR VALUE DISCLOSURES) (cont’d)

Fair value of financial instruments

The fair values of financial assets and financial liabilities are determined and grouped as follows:

. Level 1: the fair value of financial assets and financial liabilities with standard terms and
conditions and traded on active liquid markets are determined with reference to quoted market
prices;

. Level 2: the fair value of other financial assets and financial liabilities are determined in
accordance with generally accepted pricing models based on discounted cash flows analysis
using prices from observable current market transactions; and

. Level 3: the fair value of the financial assets and financial liabilities are determined where there
is no observable market data.

EVENTS AFTER THE REPORTING PERIOD

In accordance with the provisions of the Capital Markets Board's Communiqué on Debt Instruments
(V11-128.8); the issue ceiling limit application that had been made to Capital Markets Board on 26
July 2017 for the issuance of debt instruments such as bonds, bills or similar instruments with a
maximum nominal value of TL 500,000,000 (five hundred million Turkish liras) with fixed and / or
floating interest rates to be determined in accordance with market conditions, with or without coupon
payments in various arrangements and trades to be realized by one or more issuances within one year
period to be sold to qualified investors without offering to the public is approved with the Capital
Markets Board’s decision 2017-32 / 1089 on 23 August 2017. Within TL 500,000,000 issue ceiling,
commercial papers with a maturity date of 30 March 2018 and nominal value of TL 100,000,000 were
sold on 5 October 2017.

NOTES ON STATEMENT OF CASH FLOWS

30 September 31 December

2017 2016

Banks 16,382,961 51,134,642
Demand deposits 399,567 844,566
Time deposits 15,983,394 50,290,076
Other liquid assets (*) 19,994 166,784
Cash and cash equivalents in the statement 16,402,955 51,301,426

of financial position

Less: Interest income accruals on cash equivalents (52,765) (513,740)

Cash and cash equivalents in the statement

16,350,190 50,787,686
of cash flows

(*) As at 30 September 2017 and 31 December 2016, other liquid assets consist of credit card receivables from
sales of residential units of Bizimtepe Aydos and Erzurum Sehristan projects.
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NOTES ON STATEMENT OF CASH FLOWS (cont’d

As at 30 September 2017 and 31 December 2016, the details of time deposits at banks are as follows:

30 September 2017 Amount Interest rate Maturity

Time deposits

TL 21,569 9.10% 2 October 2017
TL 122,978 9.75% 2 October 2017
TL 15,767 9.00% 2 October 2017
TL 3,171 8.27% 2 October 2017
TL 287,348 10.1% 2 October 2017
TL 4,874,191 14.2% 13 October 2017
EUR 8,389,180 2.1% 23 October 2017
TL 2,269,190 13.8% 24 October 2017
15,983,394
31 December 2016 Amount Interest rate Maturity

Time deposits

TL 6,669,261 8.00% 2 January 2017

TL 19,033 8.25% 2 January 2017

TL 21,306,617 10.8% 5-19 January 2017

TL 10,191,577 11.0% 5-19 January 2017

TL 8,010,520 8.75% 12-19 January 2017

TL 4,093,068 10.7% 19 January 2017
50,290,076

Explanations about the nature and level of risks related to cash and cash equivalents are provided in
Note 23.

APPENDIX I-CONTROL OF COMPLIANCE WITH RESTRICTIONS ON THE
INVESTMENT PORTFOLIO

The information contained herein, is summary information derived from the financial statements
according to “Communiqué on Financial Reporting in Capital Market” of the CMB and prepared for
purposes of the controlling the compliance with portfolio limitations as set out in the CMB’s 111-48.1
communique, “Communiqué on Principles Regarding Real Estate Investment Trusts”, published in the
Official Gazette numbered 28660. In addition, as indicated in Note 2, the Company has no subsidiary
or joint venture, but jont operations.

As at 30 September 2017, the Company complied with the restrictions that stated on the paragraph “a,
b, ¢, ¢ and d” of 24th, 22nd and 38th articles of the CMB’s communique no I11-48.1, “Communiqué on
Principles Regarding Real Estate Investment Trusts”, published in the Official Gazette numbered
28660. The ratios related with these restrictions are shown below (31 December 2016: There is no
incompliance).
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APPENDIX I-CONTROL OF COMPLIANCE WITH RESTRICTIONS ON THE INVESTMENT PORTFOLIO (cont’d)

Financial statement primary account items Regulations 30 September 2017(TL)] 31 December 2016 (TL)
A Money and capital market instruments Serial: 111-48.1, Article 24/(b) 16.402.955 51.301.426
B Real estates, based on real estates, rights based on real estates Serial: 111-48.1, Article24/(a) 1.807.231.590 1.658.628.593
C Subsidiaries Serial: 111-48.1, Article24/(b)
Due from related parties (non-trade) Serial: 111-48.1, Article23/(f) -- --
Other assets 145.433.146 129.657.267
D Total Assets Serial: 111-48.1, Article3/(k) 1.969.067.691 1.839.587.286
E Loans and borrowings Serial: 111-48.1, Article31 41.468.092 12.549.963
F Other financial liabilities Serial: 111-48.1, Article31
G Financial leasing obligations Serial: 111-48.1, Article31
H Due to related parties (non-trade) Serial: 11-48.1, Article23/(f) -- --
i Equity Serial: 111-48.1, Article31 1.664.259.545 1.630.195.744
Other liabilities 263.340.054 196.841.579
D Total liabilities and equity Serial: I11-48.1, Article3/(k) 1.969.067.691 1.839.587.286
Other financial information 30 September 2017(TL)] 31 December 2016 (TL)
Al Portion of money and capital markets instruments for real estate payments of 3 years Serial: 111-48.1, Article24/(b) -- --
A2 Time deposit/ demand deposit/ TL / foreign currency Serial: 111-48.1, Article24/(b) 16.382.961 51.134.642
A3 Foreign capital market instruments Serial: 111-48.1, Article24/(d)
Bl Foreign real estates, based on real estates projects, rights for real estates Serial: 111-48.1, Article24/(d)
B2 Idle land Serial: 111-48.1, Article24/(c)
Cl Foreign Subsidiaries Serial: 111-48.1, Article24/(d)
C2 Investment in the operating company Serial: 111-48.1, Article28 -- --
J Non-cash loans Serial: 111-48.1, Article31 228.502.028 180.108.347
K Mortgage amounts on land that project to be developed but the ownership does not belong the entity Serial: 111-48.1, Article22/(e)
L Total investments of money and capital market instruments at one company Serial: 111-48.1, Article22/(])
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APPENDIX I-CONTROL OF COMPLIANCE WITH RESTRICTIONS ON THE INVESTMENT PORTFOLIO (cont’d)

Portfolio Restrictions Regulations Calculation Min/Max Rate| 30 September 2017(TL)| 31 December 2016 (TL)
1 |Mortgage amounts on land that project to be developed but the ownership does not belong the entity ~ |Serial: 11-48.1, Article22/(e) K/D Maximum %10
2 |Real estates, based on real estates projects, rights for real estates Serial: 11-48.1, Article24/(a),(b) (B+AL)D Minimum %51 91.78% 90.16%
3 |Money and capital market instruments and associates Serial: 111-48.1, Article24/(b) (A+C-A1)ID Maximum %49 0.83%) 2.79%
Foreign real estates, based on real estates projects,
4 |rights for real estate,associates, Serial: 111-48.1, Article24/(d) (A3+B1+C1)/D | Maximum %49
capital market instruments
5|ldle Land Serial: 111-48.1, Article24/(c) B2/D Maximum %20
6 |Investment in operating company Serial: 111-48.1, Article28 C2ID Maximum %10 - -
7|Borrowing Limit Serial: 111-48.1, Article31 (E+F+G+H+])1 | Maximum %500 16.22% 11.82%
8 | Time Deposit/ Demand Deposit/ TL / Foreign Currency Serial: 111-48.1, Article24/(b) (A2-A1)/D Maximum %10 0.83% 2.78%
9| Total investments of money and capital market instruments at one company Serial: 111-48.1, Article22/(1) L/D Maxiumum %10
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