
(Convenience translation of the independent auditors’ report and financial statements
originaliy issued in Turkish - see section three Note XXIV)

Albaraka Türk Katılım Bankası
Anonim Şirketi

Consolidated financial statements including independent
auditors’ limited review report for the interim period ended
March 31, 2014



E
y’ Güney Bağımsız Denetim ve Tel: +90 212 315 3000

SMMMAŞ Fax:+902122308291
Büyükdere Cad. ey.com
Beytem Plaza No:20 Ticaret SImI No 479920Buldıng a better K910 34381- Şişli Mersıs No: 0-4350-30:32-6000017workıng world Istanbul - Turkey

(Convenience translation of the independent auditors’ report and financial statements originaliy issued in Turkish - see
section three Note XXIV)

Irıdependent auditors’ limited review report

To the Board of Directors of Albaraka Türk Katılım Bankası Anonim Şirketi:

We have reviewed the accompanying consolidated balance sheet of Albaraka Türk Katılım Bankası
A.Ş. (“the Bank”) and its consolidated subsidiary (“the Group”) as of March 31, 2014 and the
consolidated statements of income, consolidated statement of income and expense items accounted
under equity, consolidated cash flows and consolidated changes in shareholders’ equity for the period
then ended. These financial statements are the responsibility of the Bank’s management. As
independent auditors, our responsibility is 10 issue a report based on the review performed on these
financial statements.

We conducted our review in accordance with the accounting rules and policies, and the accounting and
auditing standards, set out as per the Banking Act No: 5411. Those standards require that we plan and
perform the review 10 obtain limited assurance as to whether the financial statements are free of
material misstatement. A review is principally limited to reviewing financial statements by applying
analytical procedures, inquiring as to the integrity of the financial statements and making inquiries of
management to obtain information; and hence it is substantially less in scope than an audit and
therefore provides a lesser assurance. We have not performed an audit and, accordingly, we do not
express an audit opinion.

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying consolidated financial statements do not give a true and fair view of the financial position
of Albaraka Türk Katılım Bankası A.Ş. and its consolidated subsidiary as of March 31, 2014 and the
results of its operations and its cash flows for the period then ended in accordance with the prevailing
accounting principles and standards set out as per the Articles 37 and 38 of the Banking Act No: 5411,
and other regulations, communiqu6s and circulars in respect of accounting and financial reporting and
pronouncements made by the Banking Regulation and Supervision Agency.

Additional paragraph for convenience translation:

As explained in detail in Note XXIV of Section Three, the effects of differences between accounting
principles and standards set out by regulations in conformity with Articles 37 and 38 of the Banking Act
No: 5411 and the accounting principles generaliy accepted in countries in which the accompanying
financial statements are to be distributed and international Financiai Reporting Standards (IFRS) have
not been quantified in the accompanying financial statements. Accordingly, the accompanying
consolidated financial statements are not intended to present the financial position, resuits of operations
and changes in financial position and cash flows in accordance with the accounting principles generaliy
accepted in such countries and IFRS.

Güney. Denetim ve Serbest Muhasebeci Mali Müşavirlik Anonim Şirketi
A r»m r nst 8 Young Global Limited

Da la. mıan, ST’AMM
Pat er in charge.

May 12,2O1
Istanbul, Turkey
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The consolidated interim financial report for the three month period prepared in accordance with the Communiqu
on Financial Statements and Related Disclosures and Footnotes to be Announced to Public by Banks as
regulated by the Banking Regulation and Supervision Agency is comprised of the following sections.

• GENERAL INFORMATİON ABOUT THE PARENT BANK
• CONSOLIDATED FİNANCİAL STATEMENTS OF THE PARENT BANK
• EXPLANATİONS ON THE A000UNTING PRİNCİPLES APPLİED İN THE RELATED PERİOD
• İNFORMATİON ON FİNANCİAL STRUCTURE AND RİSK MANAGEMENT
• EXPLANATORY DİSCLOSURES AND FOOTNOTES ON CONSOLIDATED FINANCİAL

STATEM ENTS
• LIMİTED REVİEW REPORT

İnvestments in associates, subsidiaries and joint ventures whose financial statements have been consolidated
in this consolidated iinanciaİ report are as folİows.

Subsidiaries Associates Joint Ventures
1. - - Katıİım Emekliİik ve Hayat A.Ş.

May 12, 2014

AZa’ager

Hamad Abdulla A. EQAB
Chairman of the Audit Committee

Contact information of the personneİ in charge of the addressing of questions about this financial report:

Name-Surname / Titİe
Telephone
Facsimiİe

Albaraka Turk Katılım Bankası A Ş.

Saray Mah. Dr. Adnan Buyükdeniz Cad.
No:6 34768 Ümraniye/IstanbuL
SWIFT: BTFHTRIS

Yunus AHLATCİ / Budget and Financiaİ Reporting / Vice Manager
:00902166660199

00902166661611

teL (0216)66601 01
faks (0216) 666 1600
www.albarakaturk.com.tr
Istanbul Ticaret Sicil Memurluğu No:206671/154214

Address of the Bank’s headquarter

Bank’s phone number and facsimiİe
Bank’s website
Eİectronic maiİ contact info

The consoİidated financiaİ statements and related discİosures and footnotes; presented in thousands of Turkish
Lira unless otherwise indicated; have been prepared in accordance with the Communiqu6 on Accounting
Applications of Banks and Safeguarding of Documents, Turkish Accounting Standards, Turkish Financiaİ
Reporting Standards and the reİated appendices and interpretations and in compliance with the records of our
Bank, have been independentİy reviewed d presented as attached.

Budget and Financial Reporting Senior Manager

Member of the Audit
Hood Hashem Ahmed EM

ımittee Member of the Audit Cfte
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(Convenience translation of a report and financial statements originaliy issued in Turkish - See section three Note XXIV)

Albaraka Türk Katılım Bankası Anonim Şirketi

Notes related to consolidated financial statements
as at March 31, 2014
(Currency - Thousand Turkish Lira)

Section one

General information

History of the Parent Bank including its incorporation date, initial legal status and amendments

to legal status:

Albaraka Türk Katılım Bankası Anonim Şirketi (The Parent Bank) was incorporated on November 5,
1984 with the name of Albaraka Türk Ozel Finans Kurumu A.Ş, based on the decision of the Council

of Ministers numbered 83/7506 and dated December 16, 1983 regarding establishments of Special
Finance Houses and obtained the operating permit from the Central Bank of Turkey with the letter
numbered 10912 and dated January2l, 1985.

Special Finance Houses, operating in accordance with the CommuniquĞs of Undersecretariat of

Treasury and the Central Bank of Turkey based on the decision of Council of Ministers numbered
83/7506, have been subjected to the provisions of the Banking Law numbered 4389 with the change
of law dated December 17, 1999 and numbered 4491. Special Finance Houses have been subjected
to the provisions of ‘CommuniquĞ Related to the Incorporation and Activities of Special Finance
Houses’ published in the 0ff icial Gazette dated September 20, 2001 numbered 24529 by the Banking
Regulation and Supervision Agency (BRSA). ‘Communiqu6 Related to the Incorporation and Activities
of Special Finance Houses’ has been superseded by the ‘Communiqu6 Related to Credit Operations
of Banks ‘published in the Official Gazette dated November 1, 2006 numbered 26333 and the Parent
Bank operates in accordance with the Banking Law numbered 5411 published in the Official Gazette
dated November 1, 2005 numbered 25983.

The decision regarding the change in the title of the Parent Bank, in relation with the provisions of the

Banking Law numbered 5411, was agreed in the Extraordinary General Meeting dated December 21,
2005 and the title of the Bank was changed as “Albaraka Türk Katılım Bankası A.Ş’. The change in

the title was registered in Istanbul Trade Registry on December 22, 2005 and published in the Trade

Registry Gazette dated December 27, 2005, numbered 6461.

The Parent Bank’s head office is located in Istanbul and is operating through 168 (December 31,

2013: 166) local branches and 1 (December 31, 2013: 1) foreign branch and with 3.140 (December

31, 2013: 3.057) staff as of March 31, 2014.

The Parent Bank together with its consolidated subsidiary is referred to as the ‘Group” in the

accompanying consolidated financial statements.

Shareholding structure, shareholders having direct or indirect, joint or individual control over
the management of the Parent Bank and the disclosures on related changes in the current

year, if any:

As of March 31, 2014, 54,06% (December 31, 2013: 54,06%) of the Parent Bank’s shares are owned
by Albaraka Banking Group located in Bahrain. 23,08% (December 31, 2013: 23,08%) of the shares
are publiclytraded and quoted on Borsa İstanbul.

(1)



(Convenience translation of a report and financial statements originaliy issued in Turkish - See section three Note XXIV)

Albaraka Türk Katılım Bankası Anonim Şirketi

Notes related to consolidated financial statements
as at March 31, 2014
(Currency - Thousand Turkish Lira)

ili. Explanation on the chairman and members of board of directors, members of audit committee,

general manager and assistant general managers, their areas of responsibility and their shares

iri the Parent Bank, if any:

Administrative Function and Educational Ownership

Title Name and Surname Responsibility Degree Percentage (%)

Chairman of the Board Adnan Ahmed Yusuf
of Directors (BOD) ABDULMALEK

Yalçın ÖNER
İbrahim Fayez Humaid
ALSHAMSI
Osman AKYÜZ
Prof.Dr. Ekrem PAKDEMİRLİ
Mitat AKTAŞ

Hamad Abd ulla A. EQAB
Fahad Abdullah A. ALRAJHI
Hood Hashem Ahmed HASHEM
Khalifa Taha HAM000
Ass. Prof. Dr. Kemal VAROL

Vice Chairman of BOD

Member of BOD
Memberof BOD
Member of BOD
Member of BOD

Member of BOD
Member of BOD
Memberof BOD
Member of BOD
lndependent Member of BOD

Bachelor
Bachelor
Doctorate
Master

Bachelor
Bachelor
Master
Bachelor
Doctorate

0,0000
0,0000
0,0000
0,0000

General Manager Fahrettin YAHŞİ Member of BOD /General Manager Master

Assistant Generaı
Managers

Mehmet Ali VERÇİN

Nihat BOZ
Temel HAZIROĞLU

Corporate Marketing, Treasury Bachelor
Marketing, lnvestment Projects
Legal Advisory, Legal Follow-up
Human Values, Training
Organisation, Performance 8
Career Management, Administrative
Affairs, Financial Affairs
Commercial Marketing, Commercial Master
Products Management, Regional
Offices
Credit Operations, Banking Services Master
Operations, Foreign Affairs
Operations, Payment Systems
Operations, Risk Follow-up
Project Management, Software Master
Development, İT Support, IT
Strategy 8L Governance, Budget 8
Financial Reporting
Corporate Credits, Commercial Bachelor
Credits, Retail Credits, Credit
Management 8 Monitoring
Retail Marketing, Alternative Bachelor
Distribution Channels, Retail
Products Management, Financial
lnstitutions

Hamad Abdulla A. EQAB
Hood Hashem Ahmed HASHEM
Mitat AKTAŞ

(*) The share amounts of these persons are between TL 1-10 (fulI).

Chairman and members of BOD, members of audit committee, general manager and assistant general managers

own 0,0396% of the Parent Bank’s share capital (December 31,2013: 0,0396%).

Members of BOD

Chairman of BOD Master (*) 0,0000

Master 0,0006

(*) 0,0000

(*) 0,0000
() 0,0000
(*)
(*)
(*)
(*)

Bachelor -

Bachelor 0,0048

Bülent TABAN

Turgut SİMİTCİOĞLU

Melikşah UTKU

Mahmut Esfa EMEK

Ayhan KESER

0,0342

Audit Committee Chairman of Audit Committee Bachelor (*) 0,0000
Member of Audit Committee Master (*) 0,0000
Member of Audit Committee Master (*) 0,0000

(2)
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Albaraka Türk Katılım Bankası Anonim Şirketi

Notes related ta consolidated financial statements
as at March 31, 2014
(Currency - Thousand Turkish Lira)

IV. Information on the Parent Bank’s qualified shareholders:

The Parent Bank’s paid in capital amounting ta TL 900.000 consists of 900.000.000 number of shares
with a nominal value of TL 1 (fulI) for each share. TL 486.523 of the paid in capital is owned by
qualified shareholders who are listed below:

Share amount
Name / commercial name (nominal) Share ratio Paid shares Unpaid shares
Albaraka Banking Group 486.523 54,06% 486.523

V. Summary on the Parent Bank’s service activities and field of operations:

The Parent Bank operates in accordance with the principles of interest-free banking as a participation
bank. The Parent Bank mainly collects funds through current and profit sharing accounts, and lends
such funds through corporate finance support, retail finance support, profitlloss sharing investment,
finance lease, financing commodity against document and joint investments.

The Parent Bank classifies current and profit sharing accounts separateiy from other accounts in
accordance with their maturities. Profit sharing accounts are classified under five different maturity
groups; up to one month, up ta three months (three months included), up to six months (six months
included), up to one year (one year included) and one year and more than one year (with monthly,
quarterly, semi annual and annual profit share payment).

The Parent Bank may determine the participation rates on profit and loss of profit sharing accounts
according ta currency type, amount and maturity groups separately under the limitation that the
participation rate on loss shall not be less than fifty percent of participation rate on profit.

The Parent Bank constitutes specific fund pools with minimum maturities of one month, ta be allocated
ta individually predetermined projects for financing purposes. Profit sharing accounts, which are part of
the funds collected for project financing purpose, are managed in accordance with their maturities and
independently from other accounts and transfers from these accounts to any other maturity groups are
not executed. Specific fund pools are liquidated at the end of the financing period.

in addition to its ordinary banking activities, the Parent Bank operates as an insurance agency on
behalf of Işık Sigorta, Anadolu Sigorta, Güneş Sigorta, Ailianz, Aviva Sigorta, Neova Sigorta, Zurich
Sigorta, Ankara Sigorta, Avivasa Emeklilik ve Hayat, Generali Sigorta, as a private pension insurance
agency on behaif of Anadolu Hayat Emeklilik and Avivasa Emeklilik ve Hayat, and as a brokerage
agency on behalf of Bizim Menkul Değerler A.Ş. through its branches, engages in purchase and sale
of precious metals, provides intermediary services in quick money transfers, credit card and member
business (P.O.S.) services.

Moreover, the Parent Bank is involved in providing non-cash loans which mainly comprise Ietters of
guarantee, letters of credit and acceptances.

Transactions which can be carried out by the Parent Bank are not limited to the clauses listed above.
If any activities other than those mentioned are considered as beneficial to the Parent Bank, the
application must be recommended by the Board of Directors, approved by the General Assembly and
authorized by relevant legal authorities which then needs ta be approved by the Ministry of Customs
and Trade since such applications are amendments in nature ta the Articie of Association. The
application is included in the Article of Association after alI necessary approvals are obtained.

(3)
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Albaraka Türk Katılım Bankası Anonim Şirketi

Notes related ta consolidated financial statements
as at March 31, 2014
(Currency - Thousand Turkish Lira)

Vi. Differences between the Communique on Preparation of Consoiidated Financial Statements of
Banks and Turkish Accounting Standards with respect ta consolidation and short explanation
about the institutions subject ta fuli or proportional consolidation and institutions which are
deducted from equity or not included in these three methods:

The Parent Bank did not consolidate the financial statements of its subsidiary Bereket Varlık Kiralama
A.Ş. and its associate Kredi Garanti Fonu A.Ş. considering the materiality principle and its insignificant
influence over the associate, respectively and the related subsidiary and associate are carried at cost
in the accompanying financial statements. Moreover, the financial statements of the Parent Bank’s
structured entity, Albaraka Türk Sukuk Limited, which is not a subsidiary but over which the Parent
Bank exercises 100% control, are not consolidated in the accompanying financial statements
considering the materiality principle. Katılım Emeklilik ve Hayat A.Ş, an entity under common control,
is consolidated through equity method in the consolidated financial statements.

Vii. The existing or potential, actuai or legal obstacles on immediate transfer of equity or
reimbursement of liabilities between the parent bank and lts subsidiaries:

Immediate transfer of equity between the Parent Bank and its subsidiaries is not an issue.

There is no existing or potential, actual or legal obstacle to the reimbursement of liabilities between the
Bank and its subsidiaries.

(4)
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ALBARAKA TÜRK KATILIM BANKASI A.Ş.
CONSOLIDATED BALANCE SHEET (STATEMENT OF FINANCIAL POSITİON)

THOUSAND TLJRKİSH LİRA
Notes CURRENT PERİOD PRİOR PERİOD

ASSETS (Section (31/03120141 (31/12/2013)
Five-İ) TL FC Totaİ TL FC Totaİ

İ. CASH AND BALANCES WİTH THE CENTRAL BANK (1) 193.973 2.130.804 2.324.777 246.414 2.036.267 2.282.681
İİ. FİNANCİAL ASSETS AT FAİR VALUE THROUGH

PROFİT AND LOSS (net) (2) 7.446 25 7.471 4.769 22 4.791
2.1 Trading Financial Assets 7.446 25 7.471 4.769 22 4.791
2.1.1 Public Sector Debt Secunties - - - - - -
2.1.2 Equity Securities 4754 - 4754 4754 - 4.764
2.1.3 Derivative Financial Assets Heid for Trading 2.577 - 2.577 - - -
2.1.4 OtherMariçetable Secunties 115 25 140 5 22 27
2.2 Financial Assets at Fair Value Through Profit and Loss - - - - - -
2.2.1 Public Sector Debt Securities - - - - - -
2.2.2 Equity Securities - - - - . -
2.2.3 Loans - - - - - -
2.2.4 Other Marketable Securities - - - - - -
İİİ. BANKS (3) 461.394 1.044.349 1.505.743 625.878 752.830 1.378.708
İV. MONEY MARKET PLACEMENTS - - - - - -

V. FİNANCİAL ASSETS-AVAİLABLE FOR SALE (net) (4) 393.766 136.710 530.476 127.575 113.315 240.890
5.1 Equity Securities 15 1.528 1.543 15 1.528 1.543
5.2 Public Secfor Debt Securities 383.928 85.962 469.890 117.550 83.973 201.523
5.3 OtherMarketable Securities 9.823 49.220 59.043 10.010 27.814 37.824
Vİ. LOANS AND RECEİVABLES (5) 10.613.044 1.460.660 12.073.704 10.403.976 1.583.604 11.987.580
6.1 Loans and Receivables 10.577.351 1.460.576 12.037.927 10.377.759 1.583.581 11.961.340
6.1.1 Loans to Risk Group of The Bank 1.359 - 1.359 1.504 - 1.504
6.1.2 Public Sector Debt Securities - - . - - -
6.1.3 Other 10.575.992 1.460.576 12.036.568 10.376.255 1.583.581 11.959.836
6.2 Non-performing Ioans 281.521 789 282.310 278.968 700 279.668
6.3 Specific Provisions (-) 245.828 705 246.533 252.751 677 253.428
Vİİ. İNVESTMENTS HELD TO MATURİTY (net) (6) 728.589 . 728.589 745.390 - 745.390
Vİİİ. İNVESTMENTS İN ASSOCİATES (net) (7) 4.211 - 4.211 4.211 - 4.211
8.1 Accounted for under Equity Method - - - - - -
8.2 Unconsolidated Associafes 4.211 - 4.211 4.211 - 4.211
8.2.1 Financial Associates 4.211 - 4.211 4.211 - 4.211
8.2.2 Non-Financial Associates - - - - -
İX. SUBSİDİARİES (net) (8) 250 - 250 250 - 250
9.1 Unconsolidated Financiaf Subsıdiaries 250 - 250 250 - 250
9.2 Unconsolidated Non-Financial Subsidiaries - - - - - -
X. JOİNT VENTİJRES (net) (9) 9.427 - 9.427 5.064 - 5.064
10.1 Accounted for under Equity Method 9.427 - 9.427 5.064 - 5.064
10.2 Unconsolidatad - - - - - -
10.2.1 Financial Joint Ventures - - - - - -

10.2.2 Non-Financial Joint Ventures - - - - - -
Xİ. LEASE RECEİVABLES (10) 92.616 . 92.616 72.321 . 72.321
11.1 Finance Lease Receivables 117.704 - 117.704 85.893 - 85.893
11.2 Operational Lease Receivables - - - - - -
11.3 Other . - - -
11.4 Unearned Income(-) 25.088 - 25.088 13.572 - 13.572
Xİİ. DERİVATİVE FİNANCİAL ASSETS FOR HEDGİNG

PURPOSES (11) - . - - - -

12.1 Fair Value Hedge - - - - - -
12.2 Cash FIow Hedge - - . - -
12.3 Hedge of Net Investment Risks in Foreign Operations - - - - - -
Xİİİ. TANGİBLE ASSETS (net) (12) 388.585 1.840 390.425 378.689 1.925 380.614
XİV. İNTANGİBLE ASSETS (net) (13) 15.073 574 15.647 15.335 594 15.929
14.1 Goodwill - - - - - -
14.2 Other 15.073 574 15.647 15.335 594 15.929
XV. İNVESTMENT PROPERTY (net) (14) - - - - - -

XVİ. TAX ASSET (15) 9.195 - 9.195 10.914 - 10.914
16.1 CurrentTaxAsset 3.384 - 3.384 2.558 - 2.558
16.2 DeferredTaxAsset 5.811 - 5.811 8.356 - 8.356
XVİİ. ASSETS HELD FOR SALE AND ASSETS OF

DİSCONTİNUED OPERATİONS (net) (16) 22.810 153 22.963 28.253 154 28.407
17.1 Assets Heid for Sale 22.810 153 22.963 28.253 154 28.407
17.2 Assefs of Discontinued Operations - - - - - -
XVİİİ. OTHER ASSETS (17) 81.209 12.115 93.324 56.113 2.254 58.367

TOTAL ASSETS 13.021.588 4.787.230 17.808.818 12.725.152 4.490.965 17.216.117

The accompanying explanations and notes are an integral part of these financial statements.
(5)



(Convenience translation of a report and financial statements originally issued in Turkish - See section three Note XXIV)

ALBARAKA TÜRK KATILIM BANKASI A.Ş.
CONSOLIDATED BALANCE SHEET (STATEMENT OF FINANCİAL POSITİON)

THOUSAND TURKİSH LİRA
Notes CURRENT PERİOD PRİOR PERİOD

LİABILITIES (Section (31/0312014) (31/12/2013
Five-İl) TL FC Totaİ TL FC Totaİ

İ. FUNDS COLLECTED (1) 7.392.768 5.249.000 12.641.768 7.518.851 5.007.361 12.526.212
1.1 FundsfromRiskGroupofTheBank 11.927 131.252 143.179 23.152 170.967 194.119
1.2 Other 7.380.841 5.117.748 12.498.589 7.495.699 4.836.394 12.332.093
İİ. DERİVATIVE FİNANCİAL LİABİLITİES HELD FOR

TRADİNG (2) - - 2.804 2.804
Iİİ. FUNDS BORROWED (3) 2.084.718 2.084.718 - 2.035.816 2.035.816
İV. BOHROWİNGS FROM MONEY MARKETS 450.403 - 450.403 144.775 - 144.775
V. SECURİTİES İSSUED (net) - - - - - -

Vİ. MİSCELLANEOUS PAYABLES 387.784 34.452 422.236 307.767 21.407 329.174
Vİİ. OTHER LIABİLITİES (4) - - - - - -

Vİİİ. LEASE PAYABLES (5) - - - - - -

8.1 Finance Lease Payables - - - - - -

8.2 Operational Lease Payables - - - - - -

8.3 Other - - - - - -

8.4 Deferred Finance Lease Expenses ( -) - . - - - -
İX. DERİVATİVE FİNANCİAL LİABİLITİES FOR HEDGING

PURPOSES (6) - - - - - -

9.1 FairValue Hedge . - - - - -
9.2 Cash Flow Hedge - - - - - -
9.3 Net Foreign lnvestment Hedge - - - - - -
X. PROVİSİONS (7) 139.298 58.577 197.875 146.944 54.519 201.463
10.1 General Provisions 90.994 25.867 116.861 89.117 24.591 113.708
10.2 Restructuring Reserves - - - - - -

10.3 Reserve for Employee Benefifs 26.179 - 26.179 39.465 . 39.465
10.4 Insurance Technical Reserves (net) - - - - -
10.5 Other Provisions 22.125 32.710 54.835 18.362 29.928 48.290
Xİ. TAX LİABİLİTY (8) 40.269 92 40.361 46.033 35 46.068
11.1 CurrentTax Ljabjlify 40.269 92 40.361 46.033 35 46.068
11.2 Deferred Tax Liability - - . - - -
Xİİ. LİABİLİTİES FOR ASSETS HELD FOR SALE AND

ASSETS OF DİSCONTİNUED OPERATİONS (net) (9) - - - - - -
12.1 Assefs Held for Sale - - - - - -
12.2 Assets of Discontinued Operations - - - - - -

Xİİİ. SUBORDİNATED LOANS (10) - 441.236 441.236 - 432.973 432.973
XİV. SHAREHOLDERS EOUİTY (11) 1.532.765 (2.544) 1.530.221 1.501.363 (4.531) 1.496.832
14.1 Paid-In Capital 900.000 - 900.000 900.000 - 900.000
14.2 Capital Reserves 99.147 (2.544) 96.603 97.311 (4.531) 92.780
14.2.1 Share Premium - - - - - -
14.2.2 Share Cancellation Profits - - - - -
14.2.3 Markefable Securities Valuation Reserve 1.813 (2.544) (731) (211) (4.531) (4.742)
14.2.4 Revaluation Reserve on Tangible Assets 96.109 - 96.109 96.712 - 96.712
14.2.5 Revaluation Reserve on Intangible Assets - - - - -
14.2.6 lnvestment Property Revaluation Reserve - - - - - -
14.2.7 Bonus Shares From Associates, Subsidianes and

Jointly Controlled Entities
14.2.8 Hedging Funds (Effective Portion)
14.2.9 Accumulated Valuation Difterences on Assets Heid For

Sale and Assets ot Discontinued Operations - - - - -

14.2.10 OtherCapital Reserves 1.225 1.225 810 - 810
14.3 Profit Reserves 470.272 470.272 261.645 - 261.645
14.3.1 Legal Reserves 71.744 71.744 59.602 . 59.602
14.3.2 Status Reserves - - - - -
14.3.3 Extraordinary Reserves 398.528 398.528 202.043 . 202.043
14.3.4 Other Protit Reserves - - - - -
14.4 Prof it or Loss 63.346 63.346 242.407 - 242.407
14.4.1 Prior Years Protit / (Loss) 2.405 2.405 1.434 - 1.434
14.4.2 Current Year Protit/(Loss) 60.941 60.941 240.973 - 240.973
14.5 Minority Interest - - - - -

TOTAL LİABİLİTIES

________

9.943.287 7.865.531 17.808.818 9.668.537 7.547.580 17.216.117

The accompanying explanations and notes are an integra part of these financial statements.
(6)



(Convenience translation of a report and financial statements originaliy issued in Turkish - See section three Note XXİV)

ALBARAKA TÜRK KATILIM BANKASI A.Ş.

CONSOLIDATED STATEMENT OF OFF-BALANCE SHEET COMMITMENTS

THOUSAND TURKİSH LİRA
CURRENT PERİOD PRİOR PERİOD

Nefes (31/03/2014) (3111212013)
(Section
Five-İİİ) TL FC Totaİ TL FC Totaİ

A. 0FF BALANCE SHEET i.0M1V11 1 MI’l 1 (İ+İİ÷İB) (1) 4.025.895 3.684.515 7.710.410 4.064.280 3.567.122 7.631.402
GUARANTEES AND SURETİES 2.893.017 3.389.789 6.282.806 2.956.853 3.207.014 6.163.867

1.1. Letters of Guaranfees 2.879.489 2.362.624 5.242.113 2.947.334 2.284.564 5.231.898
1.1 1. Guarantees Subject to State Tender Law 91.301 17.403 108.704 92.207 23.278 115.485
1.1.2. Guarantees f3iven for Foreign Trade Operafions 316 819.034 819.350 280 814.268 814.548
1.1.3. Other Letfers of Guarantee 2.787.872 1.526.187 4.314.059 2.854.847 1.447.018 4.301.865
1.2. Bank Loans - 24.881 24.881 - 23.524 23.524
1.2.1. Import LetterofAcceptances - 24.881 24.881 - 23.524 23.524
1.2.2. Other Bank Acceptances - - - - - -

1.3. LetterofCredifs - 513.650 513.650 482.011 482.011
1.3.1. Documentar’y Letter of Credits - - - - - -

1.3.2. Other Letfer of Credits - 513.650 513.650 - 482.011 482.011
1.4. Prefinancing Giyen as Guarantee - - - - - -

1.5. Endorsements - - - - - -

1.5.1. Endorsements to the Central Bank of Turkey - - - - - -

1.5.2. Ofher Endorsemenfs - - - - - -

1.6. Other Guarantees 1.995 430.762 432.757 937 355.427 356.364
1.7. OtherCollaterais 11.533 57.872 69.405 8.582 61.488 70.070
İİ. COMMİTMENTS (1) 884.125 48.626 932.751 813.111 63.108 876.219
2.1. Irrevocable Commitrnenfs 884.125 48.626 932.751 813.111 63.108 876.219
2.1.1. Asset Purchase and Sale Commitments 14.324 48.500 62.824 2.401 62.982 65.383
2.1.2. Share Capital Commitment to Associafes and

Subsidiaries - - 5.000 5.000
2.1.3. Loan Granting Commitmenfs 46.406 46.406 45.428 45.428
2.1.4. Securifies Underwriting Commifments - - - -

2.1.5. Commitments for Reserve Deposif Requirements - - - -

2.1.6. Payrnent Commitmenf for Cheques 325.440 325.440 297.235 297.235
2.1.7. Tax And Fund Liabilifiesfrom Export Commitments 1.444 1.444 1.445 1.445
2.1.8. Commitments for Credit Card Expenditure Limits 494.722 494.722 458.540 458.540
2.1.9. Commifments for Promofions Related with Credit

Cards and Banking Activities 387 - 387 369 - 369
2.1.10. Receivables From Short Sale Commifments of

Marketable Secunties - - - - - -

2.1.11. Payables for Short Sale Commitmenfs of Marketable
Securitles - - - - -

2.1.12. Other Irrevocable Commitments 1.402 126 1.528 2.693 126 2.819
2.2. Revocable Commitments - - - - - -

2.2.1. Revocable [oan t3ranting Commifmenfs - - - -

2.2.2. Other Revocable Cornmitments - - - - - -

ili. DERİVATİVE FINANCİAL İNSTRUMENTS (2) 248.753 246.100 494.853 294.316 297.000 591.316
3.1. Derivative Financial lnstruments for Hedging

Purposes - - - - - -

3.1.1. FairValue Hedge - - - - - -

3.1.2. Cash Flow Hedge - - - - -

3.1.3. Hedge of Net lnvestment in Foreign Operations - - - - - -

3.2. Held forTrading Transacfions 248.753 246.100 494.853 294.316 297.000 591.316
3.2.1 Forward Foreign Currency Buy/Seli Transacfions 248.753 246.100 494.853 294.316 297.000 591.316
3,2.1.1 Forward Foreign CurrencyTransactions-Buy 248.753 - 248.753 294.316 - 294.316
3.2.1.2 Forward Foreign CurrencyTransactions-SeIl - 246.100 246.100 - 297.000 297.000
3.2.2. Other Forward Buy/Seil Transactions - - - - - -

3.3. Other - - - - - -

B. CUSTODY AND PLEDGED İTEMS (İV÷V+Vİ) 23.783.252 3.458.957 27.242.209 22.641.233 3.855.845 26.497.078
İV. İTEMS HELD İN CUSTODY 1.068.314 1.070.665 2.138.979 1.660.275 1.293.437 2.953.712
4.1. Assets Under Management - - - - - -

4.2. lnvestmenf Securıties Held in Custody 11.072 - 11.072 72 - 72
4.3. Cheques Received for Collection 787.334 70.412 857.746 701.874 89.326 791.200
4.4. Commercial Nefes Received for Collection 253.796 17.758 271.554 235.972 23.262 259.234
4.5. Other Assets Received for Colleotion 104 - 104 104 - 104
4.6. Assefs Received for Public Offering - - - - - -

4,7. Other lfems Under Custody - 726.000 726.000 - 720.711 720.711
4.8. Cusfodians 16.008 256.495 272.503 722.253 460.138 1.182.391
V. PLEDGED İTEMS 22.714.938 2.388.292 25.103.230 20.980.958 2.562.408 23.543.366
5.1. Marketable Securities 1.318.076 687.036 2.005.112 689.548 714.909 1.404.457
5.2. Guaranfee Nofes 1.440.837 175.225 1.616.062 1.415.238 172.025 1.587.263
5.3. Commodity 809.414 348.394 1.157.808 762.432 321.208 1.083.640
5.4. Warranty - - - - - -

5.5. Properties 17.742.361 745.473 18.487.834 16.616.802 787.750 17.404.552
5.6. Other Pledged ltems 1.354.565 424.019 1.778.584 1.448.353 542.198 1.990.551
5.7. Pledged ltems-Depository 49.685 8.145 57.830 48.585 24.318 72.903
Vİ. ACCEPTED INDEPENDENT GUARANTEES AND

WARRANTİES

TOTAL 0FF BALANCE SHEET ACCOUNTS (A+B) 27.809.147 7.143.472 34.952.619 26.705.513 7.422.967 34.128.480

The accompanying explanations and notes are an integral part of these financia statements.
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(Convenience translation of a report and financial statements originaliy issued in Turkish - See section three Note XXIV)

ALBARAKA TÜRK KATILIM BANKASI A.Ş.
CONSOLIDATED STATEMENT OF INCOME

THOUSAND TİJRKİSH LİRA
CURRENT PRİOR

Notes PERİOD PERİOD

INCOME AND EXPENSE İTEMS (Section (01/01/2014- (01/01/2013-
Five-İV) 31/0312014) 31/03/2013)

PROFITSHAREINCOME (1) 318.539 274.166

.1 Profit Share on Loans 295.672 262.127
1.2 Income Received from Reserve Deposits - -

1.3 Income Received trom Banks 1.034 346
.4 Income Received trom Money Market Placements - -

1.5 Income Received from Marketable Securities Porttolio 19.185 10.327
.5.1 Heid-For-Trading Financial Assets - -

.5.2 Financial Assets at Fair Value Through Profit and Loss - -

[.5.3 Available-For-Sale Financial Assets 6.407 2.316
1.5.4 lnvestments HeId to Maturity 12.778 8.011

1.6 Finance Lease Income 2.648 1.366
1.7 Other Profit Share Income - -

İ. PROFİTSHARE EXPENSE (2) 172.230 123.367

.1 Expense on Profit Sharing Accounts 151.026 114.633

.2 Prof it Share Expense on Funds Borrowed 18.468 8.734

.3 Profit Share Expense on Money Market Borrowings 2.736 -

.4 Profit Share Expense on Securities Issued - -

.5 Other Profit Share Expense - -

İİ. NET PROFİT SHARE INCOME (İ — İİ) 146.309 150.799

V. NET FEES AND COMMİSSİONS İNCOME/EXPENSES 29.592 25.688

.1 Fees and Commissions Received 36.114 32.164

.1.1 Non-Cash Loans 19.659 19.225

.1.2 Other (12) 16.455 12.939

.2 Fees and Commisaions Paid 6.522 6.476

.2.1 Non-Cash Loans 95 148

.2.2 Other (12) 6.427 6.328
DİVİDEND İNCOME (3) - -

‘İ. TRADİNG İNCOMEILOSS(net) (4) 17.002 7.965

.1 Capital Market Transaction Income / (Loss) 5 759

.2. Income / (Loss) from Derivative Financial Inatruments 2.560 -

.3 Foreign Exchange Income / (Loas) 14.437 7.206
İİ. OTHER OPERATİNG İNCOME (5) 41.107 58.809

‘İİİ. TOTAL OPERATİNG İNCOME (İİİ+İV+V÷Vİ+Vll) 234.010 243.261
X. PROVİSİON FOR İMPAİRMENT OF LOANS AND OTHER RECEİVABLES (-) (6) 24.698 85.091

OTİIER OPERATİNG EXPENSES (-) (7) 128.781 90.233

3. NET OPERATİNG İNCOMEI(LOSS) (Vİİİ-İX-X) 80.531 67.937

3İ. EXCESS AMOUNT RECORDED AS GAİN AFTER MERGER - -

30. İNCOME / (LOSS) ON EOUİTY METHOD (637) -
3V. İNCOME / (LOSS) ON NET MONETARY POSİTİON - -

V. İNCOME / (LOSS) FROM CONTİNUED OPERATİONS BEFORE TAXES (Xİ+...+XİV) (8) 79.894 67.937

Vİ. TAX PROVİSİON FOR CONTİNUED OPERATİONS (i) (9) (18.953) (14.227)

16.1 Provision for Current Taxes (17.411) (15.142)

16.2 Provision for Deferred Taxes (1.542) 915
Vİİ. NET INCOME / (LOSS) FROM CONTİNİJED OPERATİONS (XV±XVI) (10) 60.941 53.710
Vİİİ. INCOME FROM DİSCONTİN(JED OPERATİONS - -

18.1 Income trom Assets Heid For Sale - -

18.2 Income trom Sale Of Associates, Subsidiaries And Jointly Controlled Entities (Joint
Vent.) - -

18.3 Income from Other Discontinued Operations - -

İX. LOSS PROM DİSCONTİNUED OPERATİONS (-) - -

19.1 Loss trom Assets Heid for Sale - -

19.2 Loss on Sele of Associates, Subsidiaries and Jointly Controlled Entities (Joint Vent.) -

19.3 Loss from Other Discontinued Operations - -

(X. İNCOME / (LOSS) ON DİSCONTİNUED OPERATİONS BEFORE TAXES (XVİİI-XİX) - -

CXİ. TAX PROVİSİON FOR DİSCONTINUED OPERATİONS () - -

1.1 Provision for Current Taxes - -

1.2 Provision for Deferred Taxes - -

(Xİİ. NET INCOME / LOSS FROM DİSCONTİNUED OPERATİONS (XX±XXI) - -
CXİİI. NET İNCOME/ LOSS (XVIİ+XXII) (11) 60.941 53.710

3.1 Group’s Income/Loss 60.941 53.710
3.2 Minority Inferest - -

Earnings Per Share (FulI TL)

_________

0,068 0,060

The accompanying explanations and notes are an integral part of these financial statements.
(8)



(Convenience translation ola report and financial statements originaliy issued in Turkish - See section three Note XXİV)

ALBARAKA TÜRK KATILIM BANKASI A.Ş.
CONSOLIDATED STATEMENT OF INCOME AND EXPENSE ITEMS
ACCOUNTED UNDER SHAREHOLDERS’ EOUITY

THOUSAND TURKİSH LİRA
CURRENT PERİOD PRİOR PERİOD

STATEMENT OF İNCOME AND EXPENSE İTEMS ACCOUNTED UNDER (01/0112014- (01 /01/201 3-
SHAREHOLDERS’ EQUİTY 31/03/2014) 31103/201 3)

1. ADDİTİONS TO MARKETABLE SECURITİES VALUATİON
DİFFERENCES FROM AVAİLABLE FOR SALE FİNANCİAL ASSETS 6.267 (812)

İl. TANGIBLE ASSETS REVALUATİON DIFFERENCES - -

İli. INTANGİBLE ASSETS REVALUATİON DİFFERENCES - -

IV. FOREİGN EXCHANGE DİFFERENCES FOR FOREİGN CURRENCY
TRANSACTİONS (64) 1

V. PROFİT/LOSS FROM DERİVATIVE FİNANCİAL INSTRUMENTS FOR
CASH FLOW HEDGE PURPOSES (EFFECTİVE PORTİON OF FAİR
VALUE DIFFERENCES) - -

Vİ. PROFİT/LOSS FROM DERİVATİVE FİNANCİAL İNSTRUMENTS FOR
HEDGE OF NET INVESTMENT İN FOREİGN OPERATİONS (EFFECTİVE
PORTİON OF FAİR VALIJE DİFFERENCES) - -

Vİİ. THE EFFECT OF CORRECTİONS OF ERRORS AND CHANGES İN
ACCOUNTİNG POLİCİES (1.002) 135

VIİİ. OTHER PROFIT LOSS İTEMS ACCOUNTED UNDER EOUİTY İN
ACCORDANCEWİTH TAS - -

İX. DEFERRED TAX ON VALUATİON DİFFERENCES (1.253) 162

X. TOTAL NET PROFİT/LOSS ACCOUNTED UNDER EOUİTY (1+11+.. .+İX)
3.948 (514)

Xİ. PROFIT/LOSS 60.941 53.710

11.1 Net change in Fair Value of Marketable Securities (Recycled To ProfitİLoss) - -

11.2 Part of Derivatives Designated for Cash FIow Hedge Purposes reclassified
and presented in Income Statement - -

1 1.3 Part of Hedge of Net Investments in Foreign Operations reclassified and
preserıted in Income Statement - -

11.4 Other 60.941 53.710

Xİİ. TOTAL PROFIT/LOSS ACCOUNTED FOR THE PERİOD (X±Xİ) 64.889 53.196

The accompanying explanations and notes are an integral part of these financial statements.
(9)
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(Convenience translation of a report and financial statements originally issued in Turkish - See section three Note XXIV)

ALBARAKA TÜRK KATILIM BANKASI A.Ş.
CONSOLIDATED STATEMENT OF CASH FLOWS

__________

THOUSAND TURKİSH LİRA
CURRENT PRİOR

PERİOD PERİOD
(01/01/2014- (01/01/2013-

STATEMENT OF CASH FLOWS Notes 31/03/2014) 31/03/201 3)

A. CASH FLOWS FROM BANKING OPERATİONS

1.1 Operating Profit Before Changes İn Operating Assets And Liabilities 209.117 115.314

1.1.1 Profit Share Income Received 278.906 256.287

1.1.2 Profit Share Expense Paid (151.127) (114.988)

1.1.3 Dividend Received - -

1.1.4 Fees and Commissions Received 29.592 47.376

1.1.5 Other Income 18.891 56.641

1.1.6 CoI(ections from Previously Written 0ff Loans (V-I-5h2) 13.789 61.483
1.1.7 Payments ta Personnel and Service Suppliers (78.707) (52.333)

1.1.8 Taxes Paid (27.498) (17.323)

1.1.9 Others 125.271 (121.829)

1.2 Changes İn Operating Assets And Liabilities (154.569) 158.788

1.2.1 Net (lncrease) Decrease in Available For Sale FinancialAssets (2.680) (1.198)

1 2 2 Net (Increase) Decrease in Financial Assets at Fair Value Through Profit or
Loss - -

1 2 3
Net (Increase) Decrease in Due From Banks and Other Financial

Institutions (51.929) (353.076)

1.2.4 Net (Increase) Decrease in Loans (183.809) (352.332)
1.2.5 Net (Increase) Decrease in OtherAssets (40.541) 16.906

1.2.6 Net lncrease (Decrease) in Funds Collected From Banks - -

1.2.7 Net Increase (Decrease) in Other Funds Collected 111.296 874.927
1.2.8 Net Increase (Decrease) in Funds Borrowed (74.373) -

1.2.9 Net Increase (Decrease) in Payables - -

1.2.10 Net lncrease (Decrease) in Other Liabilities 87.467 (26.439)

Net Cash Fİow From Banking Operations 54.548 274.102

B. CASH FLOWS FROM İNVESTİNG ACTİVİTİES

İİ. Net Cash Fİow From Investing Activities (149.974) (237.888)

2 1
Cash Paid for Acquisition of Jointly Controlled Operations, Associates and

• Subsidiaries (5.000) -

2 2
Cash Obtained from Sale of Jointly Controlled Operations, Associates and

• Subsidiaries - -

2.3 Fixed Assets Purchases (20.754) (27.418)
2.4 Fixed Assets Sales 3.401 2.749
2.5 Cash Paid for Purchase of Financial Assets Available for Sale (157.200) -

2.6 Cash Obtained fram Sale of Financial Assets Available for Sale - -

2.7 Cash Paid for Purchase of Investment Securities (V-I-6.4)
- (274.378)

2.8 Cash Obtained from Sale of Investment Securities (V-l-6.4) 29.579 61.159
2.9 Other - -

C. CASH FLOWS FROM FİNANCİNG ACTİVITİES

İli. Net Cash Fİow From Financing Activities 85.021 144.497

3.1 Cash Obtained from Funds Borrowed and Securities Issued 1.104.724 144.497
3.2 Cash Used for Repayment of Funds Borrowed and Securities lssued (1.019.703) -

3.3 Capital Increase - -

3.4 Dividends Paid - -

3.5 Payments for Finance Leases - -

3.6 Other - -

İV
Effect of Change in Foreign Exchange Rate on Cash and Cash

Equivaİents 132.365 (3.494)

V. Net (Decrease) lncrease in Cash and Cash Equivalents 121.960 177.217

Vİ. Cash and Cash Equivaİents al the Beginning of the Period 1.881.992 1.362.144

Vİİ. Cash and Cash Equivalents at the End of the Period

___________

2.003.952 1.539.361

The accompanying explanations and notes are an integral part of these financial statements.
(12)



(Convenience translation of a report and financial statements originaliy issued in Turkish - See section three Note XXIV)

Albaraka Türk Katılım Bankası Anonim Şirketi

Notes related to consolidated financial statements
as at March 31, 2014
(Currency - Thousand Turkish Lira)

Section three

Accounting policies

Explanations on basis of presentation:

a. The preparation of the financial statements and related notes and explanations in
accordance with the Turkish Accounting Standards and Regulation on the Principles and
Procedures Regarding Banks’ Accounting Application and Safeguarding of Documents:

The Parent Bank maintains its books of accounts in Turkish Lira in accordance with the Banking
Act No. 5411 (“Banking Act”), which is effective from November 1, 2005, the Turkish
Commercial Code (“TCC”), and Turkish Tax Legislation.

The consolidated financial statements are prepared in accordance with the “Reguiation on the
Principles and Procedures Regarding Banks’ Accounting Applications and Safeguarding of
Documents” published in the Official Gazette No. 26333 dated November 1, 2006 by the
Banking Regulation and Supervision Agency (“BRSA”) which refers to “Turkish Accounting
Standards” (“TAS”) and “Turkish Financial Reporting Standards (“TFRS”) issued by the Public
Oversight Accounting and Auditing Standards Authority (“POA”) and other decrees, notes and
explanations related to the accounting and financial reporting principles (ali “Turkish Accounting
Standards” or “TAS”) published by the BRSA. The format and the detaiis of the publiciy
announced financial statements and related disciosures to these statements have been
prepared in accordance with the “Communiqu Related to Publiciy Announced Financial
Statements of Banks and Expianations and Notes Related to these Financial Statements” and
changes and notes to this communiqu published in the Officiai Gazette No. 28337 dated June
28, 2012.

b. Accounting policies and valuation principles applied in the preparation of consolidated
financial statements:

Accounting policies and valuation methods used in the preparation of financial statements have
been applied as specified in the related communiqu6s, pronouncements and regulations of TAS
and BRSA for the year ended December 31, 2013. Consolidated financiai statements as of
March 31, 2014 have been prepared by accounting for Katılım Emeklilik ve Hayat A.Ş. using
equity Method. The accounting policies and vaiuation principles used in the preparation of
consolidated financial statements are explained in Notes ii and XXIII below.

TAS/TFRS changes which are effective from January 1, 2014 (TAS 32 Financiai instruments:
Presentation - Offsetting Financial Assets and Financial iiabilities (Amended), TRFS
interpretation 21 Levies, Amendments to TAS 36 - (Recoverable Amount Disciosures for Non
Financiai assets), Amendments to TAS 39 - Novation of Derivatives and Continuation of Hedge
Accounting, TFRS 10 Consolidated Financial Statements (Amendment)) do not have a
significant effect on the Bank’s accounting policies, financial position or performance.

The effects of TFRS 9, “Financiai instruments” which has not been implemented yet, are under
evaluation by the Group. The standard which the Group did not eariy adopt will primarily have
an effect on the classification and measurement of the Group’s financial assets. The Group is
currentiy assessing the impact of adopting TFRS 9. However, as the impact of adoption
depends on the assets heid by the Group at the date of adoption itseif, it is not practicai or
possible to quantify the effect at this stage. As of the date of these financiai statements, the
other TASITFRS standards announced but not yet effective are not expected to have significant
impact on the Group’s accounting policies, financial position and performance.
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Albaraka Türk Katılım Bankası Anonim Şirketi

Notes related ta consolidated financial statements
as at March 31, 2014
(Currency - Thousand Turkish Lira)

Explanations on basis of presentation (continued):

b. Accounting policies and valuation principles applied in the preparation of consolidated
financial statements (continued):

‘Communiqu related ta Changes in CammuniquĞ an Financial Statements and Related
Disclosures and Faotnates ta be annaunced ta Public by Banks” published in the Official

Gazette dated January 23, 2011 and numbered 27824 has set aut the financial statement

farmats far the banks which selected ta early adopt TFRS 9 (in accardance with the
Cammuniquö reiated ta Changes in Communiqu6 an TFRS 9 “Financiai lnstruments” published

in the Official Gazette dated December 30, 2012 numbered 28513 the effective date af the
mentianed Cammuniqu has been changed as December 31, 2014 which was previausly
January 1, 2013) “Financial instruments” befare January 1, 2015. Since the Parent Bank has

nat chosen ta eariy adapt TFRS 9, the accampanying financiai statements have been prepared

in accardance with the cansolidated financial statements in the appendix af “Cammuniqu6 an

Financiai Statements and Related Disclosures and Foatnates ta be annaunced ta Public by

Banks” published in the OfficiaI Gazette dated June 28, 2012 and numbered 28337.

The cansalidated financial statements are prepared in accardance with the histarical cast basis
except far the financial assets at fair vaiue thraugh prafit and iass, financial assets-available far
sale and immavables which are reflected at fair values.

The preparation af the cansoiidated financiai statements accarding ta TAS requires the Group’s
management to make estimates and assumptians related ta assets and iiabiiities in the baiance

sheet and cantingent issues as af the balance sheet date. Such estimates and assumptians
include the fair value calculatians of the financiai instruments, impairment af the financial assets

and revaiuation af immavabies and reviewed periodicaiiy and when adjustments are considered
necessary they are refiected in the financiai statements. The assumptians and estimates used

are expiained in the reiated nates.

c. Restatement of the financial statements according ta the current purchasing power of

money:

Accampanying financiai statements are subjected ta TAS 29 “Financiai Reparting in

Hyperinflatianary Econamies” untii December 31 2004 and with regard ta this the BRSA

expiained with its decisian numbered 1623 and dated Aprii 21, 2005 and its circular dated Aprii

28, 2005 that the canditians for appiying infiatian accaunting was na langer applicable and
accardingiy infiatian accaunting has not been appiied in the accampanying financiai statements
starting fram January 1, 2005.

Il. Explanations on strategy of using financial instruments and foreign currency transactions:

The Graup creates its strategies an financiai instruments cansidering its saurces af financing. The

main financing saurces cansist af current and prafit sharing accaunts. Other than current and prafit

sharing accaunts, the Parent Bank’s mast impartant funding sources are its equity and barrawings
fram foreign financial institutians. The Parent Bank sustains its iiquidity ta caver matured liabiiities by

holding adequate level of cash and cash equivaients.

The Parent Bank’s transactians in fareign currencies are accaunted in accardance with the TAS 21

“Accounting Standard an the Effect af Changes in Foreign Currency Rates”, and canverted with the

exchange rate ruling at the transactian date inta Turkish Lira. Fareign currency assets and liabilities
have been translated into Turkish Lira at the rate of exchange rates ruling at the balance sheet date

annaunced by the Parent Bank. Gains ar lasses arising fram foreign currency transactians and

transiatian af fareign currency assets and liabiiities are reflected in the incame statement as foreign
exchange gam ar lass.

The partian af risk belanging ta the prafit sharing accaunts far fareign currency nan-perfarming iaans
which were funded fram these accaunts is evaiuated at current fareign exchange rates. The partian of

pravisions pravided far such laans belanging ta prafit sharing accaunts are alsa evaluated at current
foreign exchange rates.
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Albaraka Türk Katılım Bankası Anonim Şirketi

Notes related ta consolidated financial statements
as at March 31, 2014
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Il. Explanations on strategy of using financial instruments and foreign currency transactions

(continued):

Since the Parent Bank provides fuli specific provision (except foreign branch) for the Parent Bank’s
portion of risk of foreign currency non-performing loans and receivables funded from profit sharing
accounts and for the risk of foreign currency non-performing Ioans and receivables funded by equity,
such loans and receivables are translated to Turkish Lira at the current exchange rates instead of
exchange rates prevailing at the date of transfer of the balances to non-performing portfolio. Such
implementation does not have a positive or negative impact on trading income/loss of the Group.

The foreign currency exchange differences resulting from the translation of debt securities issued and
monetary financial assets into Turkish Lira are included in the income statement.

The balance sheet items of the foreign branch of the Parent Bank included in the financial statements
are translated into Turkish lira at the exchange rate ruling at the balance sheet date announced by the
Parent Bank. Income statement items are translated into Turkish lira by exchange rate ruling at the
transaction date and ali exchange differences arising from translation are accounted in other capital
reserves under equity according to TAS 21.

Precious metais (gold) accounted under assets and liabilities which do not have fixed maturity are
translated into Turkish lira by using the buying rate of gold at the balance sheet date announced by
the Parent Bank and resulting evaluation differences are reflected as foreign exchange gam or ioss.

There are no foreign currency differences capitalized by the Group.

ili. Information on consolidated associates:

a) Consolidation principles on joint ventures:

Consolidated financial statements are prepared in accordance with the decrees, notes and
explanations set forth in Communiqu6 on ‘Preparation of Consolidated Financial Statements of
Banks” published in the Official Gazette dated November 8, 2006, Numbered 26340 and
“Turkish Accounting Standard for Consolidated Financial Statements” (“TFRS 10”).

The joint venture is an entity in which the Parent Bank participates in its capital and has joint
control and whose main operation is private pension and insurance and operates according to
special legisiation with permission and license and is established in Turkey. The related joint
venture has been consolidated through equity method. Where necessary, accounting policies of
the joint venture have been harmonized to ensure consistency with the policies adopted by the
Parent Bank.

Equity method is an accounting method which foresees the increase or decrease of the book
value of capital share in a joint venture from the changes in the participated joint venture’s
shareholders’ equity during the period attributable to the portion of the investor and the
deduction of the dividend received from the associate from the revised value of the joint venture
amount.

The joint venture included in consolidation, its title, its place of incorporation, main activities and
effective shareholding rates are as follows:

Operation
Center Effective Direct and Indirect

Title (City/Country) Main Activities Rates (%) Rates (%)
Katılım Emeklilik ve Private pension
Hayat A.Ş. Istanbul/Turkey and insurance 5000 5000
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ili. Information on consolidated associates (continued):

b) Presentation of unconsolidated subsidiaries, associates and joint ventures in
consolidated financial statements:

Turkish Lira denominated investments in unconsolidated associates, subsidiaries and joint
ventures are accounted at cost value, Iess any impairment, in accordance with “Turkish
Accounting Standards for Individual Financial Statements” (“TAS 27”) in the consolidated
financial statements.

When the cost of associates, subsidiaries and joint ventures is higher than the net realizable
value, the carrying amount is reduced to the net realizable or fair value considering whether the
value decrease is temporary or permanent and the ratio of the value decrease.

IV. Explanations on forward, option contracts and derivative instruments:

The derivative t inancial instruments of the Group consist of forward foreign currency agreements. The
Group records the spot foreign currency transactions in asset purchase and sale commitments.

The Group’s derivative transactions, even though they provide effective economic hedges under the
Group’s risk management policy, do not qualify for hedge accounting under the specific rules in
“Turkish Accounting Standard for Financial Instruments: Recognition and Measurement (“TAS 39”)”
and are therefore treated as “financial instruments at fair value through prof it or Ioss” and the related
gam or Ioss is associated with income statement.

The Iiabilities and receivables arising from the derivative transactions are recorded as off-balance
sheet items at their contract values. The derivative transactions are initialiy recognized at fair value
and presented in the financial statements at fair values recalculated in the subsequent reporting
periods.

As of the balance sheet date, the Group has no embedded derivatives and no derivative instruments
formed through separation from the host contract.

V. Explanations on profit share income and expenses:

Prof/t share income

Profit share income is accounted in accordance with “Turkish Accounting Standard for Financial
Instruments: Recognition and Measurement (“TAS 39”)” by using internal rate of return method that
equalizes the future cash flows of the financial instrument to the net present value. Profit share income
is recognized on accrual basis.

Revenues regarding the profit and Ioss sharing investment projects are recognized when the
significant risks and rewards of ownership of the goods are transferred to the buyer, the Bank retains
neither continuing managerial involvement to the degree usualiy associated with ownership nor
effective control over the goods sold, the amount of revenue can be measured reliabiy, inflow of
economic benefits associated with the transaction is probable and the costs incurred or to be incurred
in respect of the transaction can be measured reliabiy.

in accordance with the Communiqu6 of “Principies and Procedures for the Determination of the
Ouaiity of Loans and Other Receivables and Reserves to be provided for these Loans”, the profit
share accruais of non-pertorming Ioans and other receivables are reversed and are recorded as profit
share income when collected.

Profit share expense

The Parent Bank records profit share expenses on accrual basis. The profit share expense accruai
calcuiated in accordance with the unit vaiue method on profit sharing accounts has been inciuded
under the account ‘Funds Collected’ in the balance sheet.
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