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Independent Auditors’ Report

To the Board of Directors of
GSD Holding Anonim irketi:

We have audited the accompanying consolidated dinhrstatements of GSD Holding Anonim
irketi (the “Company”) and its subsidiaries (cotigely the “Group”), which comprise the
consolidated balance sheet as at 31 December 2B@8consolidated income statement, the
consolidated statements of changes in equity asld taws for the year then ended, and a summary

of significant accounting policies and other explamy notes.

Management’s responsibility for the financial statenents

Management is responsible for the preparation airdpfesentation of these consolidated financial
statements in accordance with International Firein&eporting Standards. This responsibility
includes; designing, implementing and maintaininggtinal control relevant to the preparation and
fair presentation of financial statements that faee from material misstatements, whether due to
fraud or error; selecting and applying appropriatzounting policies; and making accounting
estimates that are reasonable in the circumstances.

Auditors’ responsibility

Our responsibility is to express an opinion on ¢hesnsolidated financial statements based on our
audit. We conducted our audit in accordance witterhmtional Standards on Auditing. Those
standards require that we comply with relevantoathiequirements and plan and perform the audit to
obtain reasonable assurance whether the finariaiginsents are free of material misstatement.

An audit involves performing procedures to obtaidiaevidence about the amounts and disclosures
in the financial statements. The procedures sealedepend on our judgement, including the
assessment of the risks of material misstatemetfieofinancial statements, whether due to fraud or
error. In making those risk assessments, we caongitternal control relevant to the entity’s
preparation and fair presentation of the finanstatements in order to design audit procedures that
are appropriate in the circumstances, but not lfar purpose of expressing an opinion on the
effectiveness of the entity’s internal contrdh audit also includes evaluating the appropriaderef
accounting principles used and the reasonablerfemscounting estimates made by management, as
well as evaluating the overall presentation offthancial statements.

We believe that the audit evidence we have obtaisiedfficient and appropriate to provide a basis
for our opinion.






GSD Holding Anonim irketi

Consolidated Balance Sheet
As at 31 December 2008
(Currency: Thousands of Turkish Lira (“TL") unlessherwise stated)

Notes 2008 2007
Assets
Cash and balances with the Central Bank 5 88,100 ,0736
Deposits with other banks and financial institusion 5 240,313 164,410
Other money market placements 5 369,154 -
Reserve deposits at the Central Bank 5 69,352 180,7
Trading securities 6 3,416 120,022
Available-for-sale investment securities 6 22,978 78,184
Held to maturity investment securities 6 364,068 --
Unquoted equity instruments 7 632 685
Derivative assets held for trading 22 7,622 2,530
Loans and advances to customers, net 8 1,623,180 280,810
Factoring receivables, net 10 32,090 103,824
Finance lease receivables, net 9 81,046 65,659
Trade receivables, net 14 111 266
Other receivables, net 15 9,335 9,854
Property held for sale 11 36,976 28,244
Property and equipment 12 77,369 79,766
Intangible assets 13 2,765 2,186
Deferred tax assets 21 4,377 7,574
Other assets 16 65,336 17,737
Total Assets 3,098,220 3,268,302
Liabilities
Deposits from banks 17 5 105,308
Deposits from customers 17 1,474,602 1,626,037
Other money market deposits 17 207,019 182,194
Borrowers' funds 17 1,220 7,944
Funds borrowed 18 749,110 745,141
Factoring payables 10 354 1,271
Liabilities arising from finance leases 9 1,769 131
Derivative liabilities held for trading 22 13,043 2,237
Trade payables, net 19 8,179 10,111
Current tax liabilities 21 359 2,992
Provisions 20 8,109 8,275
Other liabilities 20 55,189 56,913
Total liabilities 2,518,958 2,771,436
Equity
Share capital 24 340,386 290,386
Treasury shares 24 (10,396) (7,675)
Share premium 4,457 4,599
Property revaluation reserve 3,697 3,288
Fair value reserve (727) 687
Translation reserve (1,740) (384)
Retained earnings 25 95,230 49,190
Net profit for the year 18,641 46,040
Equity attributable to equity holders of the parent 449,548 386,131
Minority interest 129,714 110,735
Total equity 579,262 496,866
Total liabilities and equity 3,098,220 3,268,302

The accompanying policies and explanatory notegames 5 through 77 form an integral part of thesesalidated financial statements.
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GSD Holding Anonim irketi

Consolidated Income Statement
For the Year Ended 31 December 2008
(Currency: Thousands of Turkish Lira (“TL") unlessherwise stated)

Notes 2008 2007
Interest income 27 490,234 429,550
Interest expense 27 (315,449) (246,278)
Service income 27 35,031 38,495
Cost of service 27 (4,577) (4,985)
Provisions arising from financial sector operations 27 (40,664) (11,513)
Foreign exchange gains/(losses), net 9,886 (9,200)
Trading income, net 2,722 3,533
Other operating income/(expense), net 1,432 2,131
Operating income 178,615 201,733
Operating expenses 28 (147,902) (129,404)
Total operating expenses (147,902) (129,404)
Other income 29 1,820 278
Other expense 29 (2,185) (208)
Profit before income tax 30,348 72,399
Income tax expense 21 (6,658) (13,254)
Profit for the year 23,690 59,145
Attributable to:
Equity holders of the Company 18,641 46,040
Minority interest 5,049 13,105
Profit for the year 23,690 59,145

Earnings per share (in full TL per share with a nomnal value
of full TL 1) 30 0.084 0.241

The accompanying policies and explanatory notegames 5 through 77 form an integral part of thessalidated financial statements.
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GSD Holding Anonim irketi

Consolidated Statement of Changes In Equity

For the year ended 31 December 2008
(Currency -Thousands of Turkish Lira (“TL") unless otherwisgated

Attributable to equity holders of the parent

Adjustment
to share
capital due Property
Share toinflation  Treasury Share revaluation Fairvalue Translation Retained Minority
Notes  capital accounting shares premium reserve reserve reserve earnings Total interest Total equity
At 1 January 2007 200,000 90,386 (7,675) 4,599 - 626 (100) 49,190 337,026 98,650 435,676
Property revaluation reserves net of tax - - - - 3,288 - - - 3,288 1,067 4,355
Unrealized gain on available for sale securities - - - - - 61 - - 61 20 81
Currency translation differences - - - - - - (284) - (284) (92) (376)
Dividend paid to the minority by subsidiaries - - - - - - - - - (1,583) (1,583)
Effect of the changes in minority’s share
percentages in subsidiaries

- in income statement - - - - - - - - - - -

- in changes in equity - - - - - - - - - (432) (432)
Net profit for the year - - - - - - - 46,040 46,040 13,105 59,145
At 31 December 2007 200,000 90,386 (7,675) 4,599 ,288 687 (384) 95,230 386,131 110,735 496,866
At 1 January 2008 200,000 90,386 (7,675) 4,599 288 687 (384) 95,230 386,131 110,735 496,866
Treasury shares 24 - - (2,721) - - - - - (2,721) - (2,721)
Share capital increase 50,000 - - (142) - - - - 49,858 - 49,858
Property revaluation reserves net of tax - - - - 409 - - - 409 132 541
Unrealized gain on available for sale securities - - - - - (1,414) - - (1,414) (459) (1,873)
Currency translation differences - - - - - - (1635 - (1,356) (440) (1,796)
Contribution to share capital increase of
subsidiaries by minority shareholders - - - - - - - - - 14,711 14,711
Effect of contribution to share capital increase of
subsidiaries by minority shareholders with share - -
premium - - - - - - - 8) (8)
Effect of the changes in minority’s share

percentages in subsidiaries

- in income statement - - - - - - - - - (6) (6)

- in changes in equity - - - - - - - - - - -
Net profit for the year - - - - - - - 18,641 18,641 5,049 23,690
At 31 December 2008 250,000 90,386 (10,396) 4,457 3,697 (727) (1,740) 113,871 449,548 129,714 579,262

The accompanying policies and explanatory notegames 5 through 77 form an integral part of thesesalidated financial statements.

©)



GSD Holding Anonim irketi

Consolidated Statement of Cash Flows

For the year ended 31 December 2008
(Currency -Thousands of Turkish Lira (“TL") unless otherwisgted

Notes 2008 2007
Cash flows from operating activities
Interest received 472,609 431,112
Interest paid (319,629) (248,778)
Service income 35,031 38,495
Cost of service (4,577) (4,985)
Trading income 2,722 3,546
Recoveries of loans previously written off in pri@ars 6,347 1,036
Cash payments to employees and other parties (136,664) (122,579)
Cash received from other operating activities - 3,258
Cash paid for other operating activities (4,896) (3,562)
Income taxes paid (6,020) (15,807)
Change in trading securities 33,464 63,792
Change in reserve deposits at Central Bank 40,705 (6,017)
Change in loans and advances to customers 619,632 (513,171)
Change in factoring receivables 71,380 4,355
Change in finance lease receivables (15,567) (14,690)
Change in other assets and trade receivables (47,027) (6,343)
Change in deposits from other banks (105,303) (26,995)
Change in deposits from customers (153,055) 288,232
Change in payables due to money market transactions 24,825 (100,444)
Change in borrowers' funds (6,724) 7,944
Change in factoring payables (917) (706)
Change in liabilities arising from finance leases (1,344) (759)
Change in other liabilities (15,738) 16,618
Net cash (used in) / provided by operating activiés 489,254 (206,448)
Cash flows from investing activities
Purchases of available for sale securities 6 (114,691) (75,610)
Proceeds from sale and redemption of availabledte securities 6 46,539 43,964
Purchases of held to maturity securities 6 (42,287) -
Purchases of property held for sale 11 (15,133) (6,855)
Proceeds from sale of property held for sale 6,244 2,511
Purchases of property and equipment 12 (4,543) (7,644)
Proceeds from sale of property and equipment 242 118
Purchases of intangible assets 13 (1,424) (1,676)
Net cash used in investing activities (125,053) (45,192)
Cash flows from financing activities
Proceeds from funds borrowed 697,998 476,676
Repayments of funds borrowed (688,229) (490,978)
Proceeds from share capital increase 49,858 -
Dividends paid to minority shareholders by subsid& - (1,583)
Contribution to share capital increase of subsieliaoy minority shareholders 14,711 -
Net cash (used in) / provided by financing activiés 74,338 (15,885)
Effect of net foreign exchange difference on casth cash equivalents (2,117) 6,336
Net (decrease) / increase in cash and cash equivate 436,422 (261,189)
Cash and cash equivalents at 1 January 259,170 520,359
Cash and cash equivalents at 31 December 5 695,592 259,170

The accompanying policies and explanatory notegames 5 through 77 form an integral part of thesesalidated financial statements
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GSD Holding Anonim irketi

Notes to the Consolidated Financial Statements

As at and for the Year Ended 31 December 2008

(Currency - Thousands of Turkish Lira (“TL") unkestherwise stated)

1. REPORTING ENTITY
General

GSD Holding Anonim irketi (the “Company”) was established in Istanbull986. The Company is
a holding entity; investing in companies in differesectors, realizing the establishment and
participating in the management of those companies.

The registered office address of the Company is weider Mah. nénii Cad. Gokge Sok. GSD Binas
No: 14, 34854 Maltepe, Istanbul, Turkey. The Conyfmishares are quoted on the Istanbul Stock
Exchange since 11 November 1999.

The consolidated financial statements of the Compegre authorized for issue by the management
on 10 April 2009. The General Assembly and certagulatory bodies have the power to amend the
statutory financial statements after issue.

At 31 December 2008, shares of two consolidatedididyies, namely Tekstil Bankas A.and
Tekstil Finansal Kiralama A. are quoted on the Istanbul Stock Exchange witilipwwnership of
24.50% (2007- 24.50%) and 43.97% (2007: 43.97%)eaetively.

At 31 December, the composition of shareholderstheit respective percentages of ownership can
be summarized as follows:

2008 2007
Percentage of Percentage of
ownership ownership
TL (%) TL (%)

Publicly owned 200,251 80.101 160,202 80.100
M. Turgut Y Imaz 26,844 10.738 21,475 10.738
Delta Yatrm A. . 11,250 4.500 9,000 4.500
GSD Yatr m Bankas A.. (“GSD Bank”) 8,419 3.367 6,735 3.367
GSD D Ticaret A. . (“GSD D Ticaret") 2,806 1.122 1,889 0.945
GSD E itim Vakf (“GSD Vakf ") 430 0.172 699 0.350
Total (nominal) 250,000 100.000 200,000 100.000
Restatement effect of inflation accounting 90,386 90,386

Total (nominal plus restatement effect) 340,386 PB86

©)



GSD Holding Anonim irketi

Notes to the Consolidated Financial Statements

As at and for the Year Ended 31 December 2008

(Currency - Thousands of Turkish Lira (“TL") unkestherwise stated)

1. REPORTING ENTITY (continued)
Nature of Activities of the Company and the Consotlated Group Companies

For the purposes of the consolidated financialestants, the Company and its consolidated
subsidiaries are referred to as “the Group”.

The subsidiaries included in consolidation anddfiective ownership percentages of the Group as at
31 December 2008 and 2007 are as follows:

Effective
Place of Principal Shareholding
Subsidiaries Incorporation Activities and Voting Rights (%)
2008 2007
Tekstil Bankas A.. (*) Turkey Banking 75.50 75.50
GSD Yat r m Bankas A. Turkey Banking 100.00 100.00
Intermediary

GSD D Ticaret A. . Turkey Foreign Trade 100.00 100.00
Tekstil Finansal Kiralama A. Turkey Financial Leasing 56.02 56.02
The Euro Textile Bank Offshore Limited (“ETB”) Cyprus Banking 75.50 75.50
Tekstil Menkul Deerler A. . Turkey Brokerage Firm 75.48 75.48
GSD International Limited Isle of Man/England Intraent 100.00 100.00
Tekstil Factoring Hizmetleri A.. Turkey Factoring 89.12 89.09

(*) The paid-in capital of Tekstil Bankas A.has been increased from TL 300,000 to TL 420/0@ nominal amount of
TL 120,000, TL 60,000 of which was through casledtipn with a share premium of TL 11, and TL 50,858 TL 9,449 of
which was through the addition of undistributedfiiscand share capital inflation adjustments, retpely, to share capital
by means of free shares, based on the decisiod daté8 June 2008 of the General Assembly of TilRatikas A... As a
result of the contribution of the Company to tharshcapital increase of Tekstil Bankas At its existing share percentage,
the Company’s shareholding percentage in TekstikBa A. . remained the same.

The subsidiaries which are not included in consaith and the ownership percentages of the Group
in those subsidiaries as at 31 December 2008 abid 2@ as follows:

Place of Principal Effective Shareholding
Subsidiaries Incorporation Activities and Voting Rights (%)
2008 2007
Tekstil Bili im Hizmetleri A. . Turkey Information Technologies 75.48 75.48
GSD E itim Vakf Turkey Education Foundation 100.00 1am.0
Advertising and Public
GSD Reklam ve Halkldi kiler Hizmetleri A. . (¥) Turkey Relations 90.89 90.89
GSD Plan Proje Etud A. (**) Turkey Plan, Project, Survey 99.99 99.99
Real Property Investment
GSD Gayrimenkul Yatr m ve Getirme A. . (*)  Turkey and Development 99.99 99.99

(*) The title change of GSD Sigorta Arac | k Hizrieet A. . (GSD Insurance Brokerage Services Inc.) as GSklaReve
Halkla li kiler Hizmetleri A. . (GSD Advertising and Public Relations Inc.) ahd amendment of the articles of association
of the company relating to the objective and sutgecordingly have been approved by the extraorgiganeral assembly
of the company on 18 April 2007 and registeredstaribul Trade Registry on 25 April 2007.

(**) The foundations of GSD Gayrimenkul Yat r m @eli tirme A. . and GSD Plan Proje Ettid A.have been registered in
Istanbul Trade Registry on 9 May 2007 and 23 May720espectively.

(6)



GSD Holding Anonim irketi

Notes to the Consolidated Financial Statements

As at and for the Year Ended 31 December 2008

(Currency - Thousands of Turkish Lira (“TL") unkestherwise stated)

1. REPORTING ENTITY (continued)

The Company owns more than 50% of the voting rigitthe above mentioned subsidiaries. These
subsidiaries are not consolidated and are carti@bst net of provision for impairment, if any, and
are classified in the “unquoted equity instrumerdaption in the consolidated financial statements,
since the volume of transactions of these compaaredimited and the total assets, revenue and off
balance sheet items of these subsidiaries are ieniakat

2. BASIS OF PREPARATION
2.1 Statement of compliance

The consolidated financial statements of the Grdwgve been prepared in accordance with
International Financial Reporting Standards (IFRSg)ich comprise standards and interpretations
approved by the International Accounting Stand&aiard (IASB).

The Company and its subsidiaries which were inc@atgal in Turkey maintain their books of account
and prepare their statutory financial statemen@cizordance with the regulations on accounting and
reporting framework and accounting standards wiaigh determined by the provisions of Turkish
Banking Law, Financial Leasing Law, Turkish CommaircCode and Tax Legislation. The foreign
subsidiaries maintain their books of account arepare their statutory financial statements in their
functional currencies and in accordance with thgulegtions of the countries in which they operate.
The consolidated financial statements are baseslatatory financial statements of the Company and
its subsidiaries and presented in TL with adjusts@md certain reclassifications for the purpose of
fair presentation in accordance with IFRS. Suclustdjents mainly comprise effects of restatement
for the changes in the general purchasing powé&tpficcounting for deferred taxation and employee
benefits obligations.

2.2 Basis of Measurement

The consolidated financial statements have beguaped on an historical cost convention except for
the measurement at fair value of derivative finahitistruments, trading securities, available-fales
financial assets and buildings that have been medsi fair value.

2.3 Functional and Presentation Currency

Functional currency for the Company and its subsidies incorporated in Turkey:

The Group’s functional and presentation currencylisand the consolidated financial statements
including comparative figures for the prior periodse presented in thousands of TL. The
abbreviation for the currency unit for the RepuldfcTurkey has changed from YTL to TL with the
removal of the letter Y representing “yeni” in Tigl (“new” in English) as a result of a decreela t

Council of Ministers being effective from 1 Janu2809.

Functional currencies of foreign subsidiaries

Local Functional
Currency Currency
GSD International Ltd. GBP TL
The Euro Textile Bank Offshore Ltd. (ETB) TL US D

()



GSD Holding Anonim irketi

Notes to the Consolidated Financial Statements

As at and for the Year Ended 31 December 2008

(Currency - Thousands of Turkish Lira (“TL") unkestherwise stated)

2. BASIS OF PREPARATION (continued)
2.4  Significant Accounting Judgments and Estintas

The preparation of the financial statements in edaoce with IFRS requires management to make
estimates and assumptions that affect the repartemlints of assets and liabilities and disclosure of
contingent assets and liabilities at the date effthancial statements and the reported amounts of
revenues and expenses during the reporting pekicidal results could differ from those estimates.

Estimates and underlying assumptions are reviewedroongoing basis. Revisions to accounting
estimates are recognized in the period in which abigmate is revised and in any future periods
affected.

Information about significant areas of estimatiomcertainty and critical judgments in applying
accounting policies that have the most significaffiect on the amounts recognized in the
consolidated financial statements is included enftillowing notes:

Note 31 — Determination of fair values
Note 30 — Financial risk management
Note 20 — Taxation

Note 19 — Other liabilities and provisions
Note 25 — Commitments and contingencies

3. SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have beetiexpponsistently to all periods presented in these
consolidated financial statements.

The Group has made certain reclassifications irctmsolidated financial statements at 31 December
2007 to be consistent with the current year predgiemt. Major reclassifications as at 31 December
2007 are as follows:

As at 31 December 2007, TL 1,903 representing piowifor unindemnified non-cash loans and TL
304 representing credit card bonus provision hagenbreclassified from loans and advances to
customers to provisions in the consolidated balaheet.

As at 31 December 2007, TL 7,944 representing bars funds has been reclassified from other
liabilities to borrowers' funds in the consolidatedlance sheet. TL 7,944 representing change in
borrowers' funds has been reclassified from chamgéher liabilities to change in borrowers' funds
the consolidated statement of cash flows for thee yaded 31 December 2007.

As at 31 December 2007, TL 1,691 representing pgagalo leased asset suppliers has been
reclassified from trade payables to liabilitiessary from finance leases in the consolidated baanc
sheet. TL 1,422 representing advances taken duiinaocial leases has been reclassified from
advances taken to liabilities arising from finarieases in the consolidated balance sheet as at 31
December 2007. TL 759 representing decrease iilitied arising from finance leases has been
reclassified from change in other liabilities toaolge in liabilities arising from finance leaseghe
consolidated statement of cash flows for the yaded 31 December 2007.

©)



GSD Holding Anonim irketi

Notes to the Consolidated Financial Statements

As at and for the Year Ended 31 December 2008

(Currency - Thousands of Turkish Lira (“TL") unkestherwise stated)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

TL 756 representing paid credit card bonus expéasebeen reclassified from impairment allowance
to loans written off during the year in the movensein the allowance for impairment of loans and
advances for the year ended 31 December 2007 and grovisions arising from financial sector
operations to other operating income/(expense)imigte consolidated income statement for the year
ended 31 December 2007 and from change in loansadwainces to cash paid for other operating
activities in the consolidated statement of castvél for the year ended 31 December 2007.

3.1 Basis of Consolidation

The consolidated financial statements comprise fith@ncial statements of the Company and its
subsidiaries, as at 31 December each year.

Subsidiaries are all entities over which the Grbag power to govern the financial and operating
policies so as to benefit from its activities. Thantrol is normally evidenced when the Group owns,
either directly or indirectly, more than 50% of theting rights of a company’s share capital. The
existence and effect of potential voting rightsttlaae currently exercisable or convertible are
considered when assessing whether the Group cemtnolther entity.

Subsidiaries are fully consolidated from the ddteaquisition, being the date on which control is
transferred to the Group and cease to be consetidedm the date on which control is transferretl ou
of the Group.

The financial statements of the subsidiaries agpgmed for the same reporting year as the Company,
using consistent accounting policies.

All intra-group balances, transactions, and unrzedligains on intra-group transactions are eliméate
unrealized losses are also eliminated unless #resaction provides evidence of impairment of the
asset transferred.

The equity and net income attributable to minosityareholders’ interests are shown separately in the
balance sheet and income statement, respectivadgpewhere the minority shareholders, who are
nominee shareholders, do not exercise their myndghts.

3.2 Accounting in Hyperinflationary Economies

Turkey was a hyperinflationary economy until 31 Breber 2005. 2005 was a monitoring year for the
inflation in Turkey. Due to the decreasing trendrifiation rate and the sustained positive tremds i
gualitative factors such as the economic growth tfer last three years, financial and economic
stabilization, and the decreasing interest rateskdy is considered non-hyperinflationary economy
under International Accounting Standard (“IAS”) 96 starting from 1 January 2006. Therefore, the
application of IAS 29 was ceased in 2006.

©)



GSD Holding Anonim irketi

Notes to the Consolidated Financial Statements

As at and for the Year Ended 31 December 2008

(Currency - Thousands of Turkish Lira (“TL") unkestherwise stated)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

3.3 Foreign Currency Translation

Transactions in foreign currencies are initiallgageded at the functional currency rate ruling & th

date of the transaction. Monetary assets and iligsil denominated in foreign currencies are
retranslated at the functional currency rate ofhexge ruling at the balance sheet date. All
differences are taken to the income statement

Foreign currency translation rates used by the @Gesuof respective year-ends are as follows:

TL/EURO TL/US DOLLAR
Date (full) (full)

31 December 2006 1.8515 1.4056

31 December 2007 1.7102 1.1647

31 December 2008 2.1408 1.5123

The assets and liabilities of foreign subsidiaryBEare translated at the rate of exchange ruling a
the balance sheet date. The income statement @eenganslated at average exchange rates for the
year. Differences resulting from the translationegfuity accounts of ETB from USD to TL after
removing the inflation effect during the years mflation adjustment are taken to equity as tramsiat
reserve.

On disposal of a foreign entity, accumulated exgeadiifferences kept in equity are recognized in the
consolidated income statement as a component @fdimeor loss on disposal.

3.4 Property and Equipment

i) Recognition and measurement

The cost of the property and equipment purchaséorde31 December 2005 are restated for the
effects of inflation in TL units current at 31 Dedeer 2005 pursuant to IAS 29. The property and
equipment purchased after this date are record#teat historical costs. Accordingly, property and
equipment are carried at cost, less accumulatededigpion and impairment losses except for
buildings. Buildings are recorded at the fair valed the amounts over carrying value of the
buildings are recorded as revaluation reserve ueqigity.

Cost includes expenditures that are directly aitéble to the acquisition of the asset. When pafrts
an item of property and equipment have differeefuidives, they are accounted for as separatesitem
(major components) of property and equipment.

i)  Subsequent costs
The cost of replacing part of an item of propentg &quipment is recognized in the carrying amount
of the item if it is probable that the future ecomio benefits embodied within the part will flow tioe

Company and its cost can be measured reliably.cohts of the day-to-day servicing of property and
equipment are recognized in profit or loss as irealir

(10



GSD Holding Anonim irketi

Notes to the Consolidated Financial Statements

As at and for the Year Ended 31 December 2008

(Currency - Thousands of Turkish Lira (“TL") unkestherwise stated)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

3.4  Property and Equipment (continued)

i)  Depreciation

Depreciation is recognized in profit or loss ontraight-line basis over the estimated useful ligés

each part of an item of property and equipmentskdaassets are depreciated over the shorter of the
lease term and their useful lives. Land is not eejated.

Years
Buildings 50
Office equipment, furniture and fixtures 3-10
Motor vehicles 5
Leasehold improvements Lease term, not less thaass

The asset’s residual values, useful lives and dégien methods are reviewed, and adjusted if
appropriate, at each financial year end.

The carrying values of property and equipment exéewed for impairment when events or changes
in circumstances indicate the carrying value mayhbmorecoverable. If any such indication exists and
where the carrying values exceed the estimatedveeable amount, the assets or cash-generating
units are written down to their recoverable amourtte recoverable amount of property and
equipment is the greater of the fair value lesdscts sell and value in use. Impairment losses are
recognized in the consolidated income statement.

An item of property and equipment is derecognizeorudisposal or when no future economic
benefits are expected from its use or disposal. gaip or loss arising on derecognition of the asset
(calculated as the difference between the net dapwroceeds and the carrying amount of the asset)
is included in the consolidated income statemetitényear the asset is derecognized.

3.5 Intangible Assets

Intangible assets acquired separately from a bssirege capitalized at cost. Following initial

recognition, intangible assets are carried at dests any accumulated amortization and any
accumulated impairment losses. Intangible assetduding development costs, created within the
business, are not capitalized and expenditure &geldl against profits in the year in which it is

incurred.

The useful lives of intangible assets are assdssed either finite or indefinite. Intangible assefith
finite lives are amortized on a straight-line basier the best estimate of their useful lives and
assessed for impairment whenever there is an itigicthat the intangible asset may be impaired.

The amortization period and the amortization metfaydan intangible asset with a finite useful life
are reviewed at least at each financial year-em&nGes in the expected useful life or the expected
pattern of consumption of future economic beneéitsbodied in the asset is accounted for by
changing the amortization period or method, as gmte, and treated as changes in accounting
estimates.

(12)



GSD Holding Anonim irketi

Notes to the Consolidated Financial Statements

As at and for the Year Ended 31 December 2008

(Currency - Thousands of Turkish Lira (“TL") unkestherwise stated)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.5 Intangible Assets (continued)

The Group amortizes intangible assets with a fitifee on a straight-line basis over the estimated
useful life of 3-15 years. There are no intangddsets with indefinite useful lives.

Gains or losses arising from derecognition of atarigible asset are measured as the difference
between the net disposal proceeds and the cargyimgunt of the asset and are recognized in the
consolidated income statement when the assetésagnized.

3.6  Property Held for Sale

A property is classified as held for sale if itgrgang amount will be recovered principally through
sale transaction rather than through continuing use

A property is not depreciated and stated at theefat its carrying amount and fair value less ctsts
sell while it is classified as held for sale or {ght is a part of a disposal group classified ekl Hor
sale.

A property that ceases to be classified as heldsdde or ceases to be included in a disposal group
classified as held for sale is measured at the Hmfeéts carrying amount before the property or
disposal group was classified as held for salejstéil for any depreciation or revaluations thatldiou
have been recognized had the property or dispeealpgnot been classified as held for sale, and its
recoverable amount at the date of subsequent deaisit to sell.

3.7 Impairment of Non-Financial Assets

The Group assesses at each reporting date whétber is an indication that an asset may be
impaired. If any such indication exists, or whem@al impairment testing for an asset is required, t
Group makes an estimate of the asset’s recovemht®int. An asset’s recoverable amount is the
higher of an asset's or cash generating unit's alue less costs to sell and its value in useignd
determined for an individual asset, unless thetadses not generate cash inflows that are largely
independent of those from other assets or groupsséts. Where the carrying amount of an asset
exceeds its recoverable amount, the asset is @esidimpaired and is written down to its
recoverable amount. In assessing value in usesdtimated future cash flows are discounted to their
present value using a pre-tax discount rate thkgcatecurrent market assessments of the time wvalue
money and the risks specific to the asset. Impaitiusses of continuing operations are recognined i
the income statement in those expense categonesstent with the function of the impaired asset.

An assessment is made at each reporting date whether there is any indication that previously

recognized impairment losses may no longer exishay have decreased. If such indication exists,
the recoverable amount is estimated. A previoustognized impairment loss is reversed only if

there has been a change in the estimates usedetonifee the asset’s recoverable amount since the
last impairment loss was recognized. If that isdase, the carrying amount of the asset is inctease
to its recoverable amount. That increased amoumntateexceed the carrying amount that would have
been determined, net of depreciation, had no impait loss been recognized for the asset in prior
years. Such reversal is recognized in profit os losless the asset is carried at revalued amaunt, i
which case the reversal is treated as a revaluaticnease. After such a reversal the depreciation
charge is adjusted in future periods to allocatedbset’s revised carrying amount, less any relsidua
value, on a systematic basis over its remaininfutige.

(12)



GSD Holding Anonim irketi

Notes to the Consolidated Financial Statements

As at and for the Year Ended 31 December 2008

(Currency - Thousands of Turkish Lira (“TL") unkestherwise stated)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.8  Recognition and Derecognition of Financidhstruments

The Group recognizes a financial asset or finadiahllity in its balance sheet when and only wiien
becomes a party to the contractual provisions @fristrument.

The Group derecognizes a financial asset (or, wappdicable a part of a financial asset or pat of
group of similar financial assets) when:

the rights to receive cash flows from the asseelepired;

the Group retains the right to receive cash flomemfthe asset, but has assumed an obligation
to pay them in full without material delay to arthparty under a ‘pass-through’ arrangement;

or

The Group has transferred its rights to receivén damvs from the asset and either (a) has

transferred substantially all the risks and rewanfdhe asset, or (b) has neither transferred nor
retained substantially all the risks and rewardshef asset, but has transferred control of the
asset.

The Group does not have any assets where the Gramipransferred its rights to receive cash flows
from an asset and has neither transferred nomestasubstantially all the risks and rewards of the
asset nor transferred control of the asset the#édegnized to the extent of the Group’s continuing
involvement in the asset.

The Group derecognizes a financial liability whee pbligation under the liability is discharged or
cancelled or expires.

When an existing liability is replaced by anothewni the same lender on substantially different
terms, or the terms of an existing liability arebstantially modified, such an exchange or
modification is treated as a derecognition of thigginal liability and the recognition of a new

liability, and the difference in the respectivergarg amounts is recognized in profit or loss.

3.9 Investments and Other Financial Assets

When financial assets are recognized initiallyythee measured at fair value, plus, in the case of
investments, not at fair value through profit osdp directly attributable transaction costs except
unquoted equity instruments which are carried at emd unquoted borrowing securities which are
carried at amortized cost. The Group determinesctassification of its financial assets at initial
recognition.

All regular way purchases and sales of financiaktsare recognized on the settlement date, ee. th
date that the asset is delivered to or by the GrBagular way purchases or sales are purchases or
sales of financial assets that require delivergssfets within the time frame generally establidghed
regulation or convention in the market place. Cleang fair value of assets to be received durieg th
period between the trade date and the settlemdrt ate accounted for in the same way as the
acquired assets, i.e. for assets carried at caamnortized cost, change in value is not recognifd;
assets classified as trading or as available fer, #ze change in value is recognized through poofi

loss and in equity, respectively.

The Group classifies its financial assets in tHi®fang categories:
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GSD Holding Anonim irketi

Notes to the Consolidated Financial Statements

As at and for the Year Ended 31 December 2008

(Currency - Thousands of Turkish Lira (“TL") unkestherwise stated)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.9 Investments and Other Financial Assetsdntinued)
(i) Trading assets

Financial assets classified as held for tradingiactided in this category. Trading securities are
securities, which were either acquired for genagad profit from short term fluctuations in price o
dealer’'s margin, or are securities included in gfptio in which a pattern of short term profit ial
exists. Derivatives are also classified as heldtfading unless they are designated and effective
hedging instruments. All trading securities aretiatly recognized at their fair values at the
acquisition date. After initial recognition, tradirsecurities are re-measured at fair value based on
quoted bid prices. All related income and loss fair value accounting is recognized in the
consolidated income statement. Interest earnedaating securities is recorded as interest income.
Dividends received are recorded as dividend income.

(i) Loans and receivables

Loans and receivables are non-derivative finaresslets with fixed or determinable payments that
are not quoted in an active market. They arise whenGroup provides money, goods or services
directly to a debtor with no intention of tradingetreceivable. Such assets are carried at amortized
cost using the effective interest method less empairment in value. Gains and losses are recognized
in the consolidated income statement when the laadseceivables are derecognized or impaired, as
well as through the amortization process. Integashed on such loans and receivables is reported as
interest income.

(i) Held to maturity financial assets

Held-to-maturity securities are financial assetthvixed maturities that the Group has the intert a
ability to hold until maturity. Investment secuesi held-to-maturity are initially recognized at tcos
Investment securities held-to-maturity are accadirfter by using a discounting method based on
internal rate of return applied on the net investtm@mounts after the deduction of provision for
impairments. Interest earned on held-to-maturityusées are recognized as interest income and
reflected in the consolidated income statementatA®31 December 2008, there has been no violation
of the tainting rule.

(iv) Available for sale financial assets

Available for sale financial assets are those wlach not classified in any of the three categories
mentioned above. All available for sale securities initially recognized at cost at the acquisition
date, being the fair value of the consideratioregiand including acquisition charges associatel wit
the available for sale securities and subsequémtly are measured at fair value. For investmetatss th
are actively traded in organized financial markéas, value is determined by reference to quoted
market bid prices. For investments where thereigunted market price, fair value is determined by
reference to the current market value of anothstruament which is substantially the same or is
calculated based on the expected cash flows airilerlying net asset base of the investment. Equity
securities for which fair values cannot be measuetidbly are recognized at cost less impairmént, i
any. Gains or losses on re-measurement to faievata recognized in equity until it is sold. Intdre
earned on available for sale investments is recbm® interest income. Dividends received and
foreign exchange gains / (losses) are recorded/aedd income and foreign exchange gain/ (loss) in
the consolidated income statement, respectively.
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GSD Holding Anonim irketi

Notes to the Consolidated Financial Statements

As at and for the Year Ended 31 December 2008

(Currency - Thousands of Turkish Lira (“TL") unkestherwise stated)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.10 Repurchase and Resale Transactions

The Group enters into purchases (sales) of invegsmender agreements to resell (repurchase)
substantially identical investments at a certaiteda the future at a fixed price. Investments
purchased subject to commitments to resell thefutate dates are not recognized. The amounts paid
are recognized in other money market placements.rébeivables are shown as collateralized by the
underlying security. Investments sold under repasehagreements continue to be recognized in the
balance sheet and are measured in accordancehwitictounting policy for either financial assets at
fair value through profit or loss or financial assavailable-for-sale, as appropriate. The proceeds
from the sale of the investments are recognizedhirr money market deposits.

The difference between the purchase and resaleidesasons or the sale and repurchase
considerations is recognized on an accrual basig wffective interest rate over the period of the
transaction and is included in interest incomexpease, respectively.

3.11 Impairment of Financial Assets
i) Assets carried at amortized cost

The Group assesses at each balance sheet dateewtiette is objective evidence that a financial
asset or group of financial assets is impaired.e€bje evidence that a financial asset or group of
assets is impaired includes observable data thatesato the attention of the Group about the
following loss events:

(8 significant financial difficulty of the issuer obligor;

(b) a breach of contract, such as a default onga&ncy in interest or principal payments by more
than 90 days;

(c) the Group granting to the borrower, for ecormmi legal reasons relating to the borrower’s
financial difficulty, a concession that the Groupuld not otherwise consider;

(d) it becoming probable that the borrower will@nbankruptcy or other financial reorganization;

(e) the disappearance of an active market for fihahcial asset because of financial difficulties;
or

(  observable data indicating that there is a mesde decrease in the estimated future cash flows
from a group of financial assets since the inittognition of those assets, although the
decrease cannot yet be identified with the indigidinancial assets in the group, including:
(i) adverse changes in the payment status of bemsvor
(i) national or local economic conditions that i@ate with defaults on the assets in the

group

If there is objective evidence that an impairmexssion loans and receivables carried at amortized
cost has been incurred, the amount of the losseiasared as the difference between the asset's
carrying amount and the present value of estimatede cash flows (excluding future credit losses
that have not been incurred) discounted at thenfilah asset’s original effective interest rate. (thee
effective interest rate computed at initial recdigni). The carrying amount of the asset is reduced
through use of an allowance account. The amoutiteofoss is recognized in the consolidated income
statement. Impairment and uncollectibility are nuead and recognized individually for receivables
that are individually significant and on a portfobasis for a group of similar receivables thatrave
individually identified as impaired.
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GSD Holding Anonim irketi

Notes to the Consolidated Financial Statements

As at and for the Year Ended 31 December 2008

(Currency - Thousands of Turkish Lira (“TL") unkestherwise stated)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.11 Impairment of Financial Assets (continued
i) Assets carried at amortized cost (continued)

The calculation of the present value of the estwadtiture cash flows of a collateralized financial
asset reflects the cash flows that may result flramaclosure less costs for obtaining and sellirgy th
collateral, whether or not the foreclosure is ptea

A write off is made when all or part of a receivalid deemed uncollectible or in the case of debt
forgiveness. Write offs are charged against preshipastablished allowances and reduce the principal
amount of a receivable. Recoveries of receivabliétsen off in earlier period are included in income

The Group first assesses whether objective evidehampairment exists individually for financial
assets that are individually significant, and ingdiisally or collectively for financial assets thaeaiot
individually significant. If it is determined thato objective evidence of impairment exists for an
individually assessed financial asset, whetherifsogmt or not, the asset is included in a group of
financial assets with similar credit risk charaistécs and that group of financial assets is ctilety
assessed for impairment. Assets that are indiviglledsessed for impairment and for which an
impairment loss is or continues to be recognizea raot included in a collective assessment of
impairment.

If, in a subsequent period, the amount of the impant loss decreases and the decrease can be
related objectively to an event occurring after thgpairment was recognized, the previously
recognized impairment loss is reversed by adjustiegallowance account. Any subsequent reversal
of impairment loss is recognized in income statdnierthe extent that the carrying value of thesiss
does not exceed its amortized cost at the revdetal

The amount of the reversal should not result immying amount of the financial asset that exceeds
what the amortized cost would have been had theimmgnt not been recognized at the date the
impairment is reversed.

i)  Assets carried at cost

If there is objective evidence that an impairmerssion an unquoted equity instrument that is not
carried at fair value because its fair value cafmoteliably measured, or on a derivative assetisha
linked to and must be settled by delivery of suctuaquoted equity instrument has been incurred, the
amount of the loss is measured as the differenteeled the asset’s carrying amount and the present
value of the estimated future cash flows discoumtiethe current market rate of return for a similar
financial asset.

iii)  Available-for-sale financial assets

If an available-for-sale asset is impaired, an amh@omprising the difference between its cost (iet
any principal payment and amortization) and itsrenir fair value, less any impairment loss
previously recognized in profit or loss, is tramséel from equity to the income statement. Reversals
in respect of equity instruments classified as labé-for-sale are not recognized in profit or loss
Impairment losses on debt instruments are revalsedgh profit or loss, if the increase in fair wal

of the instrument can be objectively related toement occurring after the impairment loss was
recognized in profit or loss.
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(Currency - Thousands of Turkish Lira (“TL") unkestherwise stated)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.12 Leases
i) Finance leases (the Group as lessor)

The Group presents leased assets as a receivaidé tegthe net investment in the lease. Finance
income is based on a pattern reflecting a congpenibdic rate of return on the net investment
outstanding.

ii) Finance leases (the Group as lessee)

Finance leases, which transfer to the Group sutialignall the risks and benefits incidental to
ownership of the leased item, are capitalized @intbeption of the lease at the fair value of taséd
property or, if lower, at the present value of thenimum lease payments. Lease payments are
apportioned between the finance charges and reductf the lease liability so as to achieve a
constant rate of interest on the remaining balarfi¢ke liability. Finance charges are charged dlyec
against income. Capitalized leased assets aredaia@ over the estimated useful life of the asset.

i)  Operating leases (the Group as lessee)

Leases where the lessor retains substantiallyhallrisks and benefits of ownership of the asset are
classified as operating leases. Operating leasenguatg are recognized as an expense in the
consolidated income statement on a straight-lin@sbaver the lease term. The aggregate cost of
incentives provided to lessees is recognized aslaction of rental expense over the lease term on a
straight-line basis. When an operating lease iiteated before the lease period has expired, any
payment required to be made to the lessor by waepélty is recognized as an expense in the period
in which termination takes place.

3.13 Income Taxes

Tax expense (income) is the aggregate amount iadlud the determination of net profit or loss for
the period in respect of current and deferred tax.

i) Current tax

Current tax assets and liabilities for the curiaamd prior periods are measured at the amount eegbect
to be recovered or paid to the taxation authorifidse tax rates and tax laws used to compute the
amount are those that are enacted or substantgwelgted by at the balance sheet date.

i) Deferred tax

Deferred income tax is provided, using the balasbeet liability method, on all temporary
differences at the balance sheet date betweeraxhigaises of assets and liabilities and their aagryi
amounts for financial reporting purposes. Defeinedme tax liabilities are recognized for all tabab
temporary differences.

Deferred income tax assets are recognized foregludtible temporary differences, carry-forward of
unused tax credits and unused tax losses, to tleatethat it is probable that taxable profit wik b
available against which the deductible temporaffeddnces, carry-forward of unused tax credits and
unused tax losses can be utilized.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.13 Income Taxes (continued)

The carrying amount of deferred income tax assetsviewed at each balance sheet date and reduced
to the extent that it is no longer probable thdticgent taxable profit will be available to alloall or

part of the deferred income tax asset to be utiliZdnrecognized deferred income tax assets are
reassessed at each balance sheet date and areizedo the extent it has become probable that
future taxable profit will allow the deferred tagszt to be recovered.

Deferred income tax assets and liabilities are omeasat the tax rates that are expected to apply to
the period when the asset is realized or the Itgh# settled, based on tax rates (and tax laha) t
have been enacted or substantively enacted atthrde sheet date.

Income tax relating to items recognized directlyeiquity is recognized in equity and not in the
consolidated income statement.

Deferred tax assets and deferred tax liabilitiesadfset, if a legally enforceable right existssad off
current tax assets against current tax liabilitees] deferred taxes relate to the same taxablgy enti
and the same taxation authority.

3.14 Derivative Financial Instruments

The Group enters into transactions with derivainstruments including forwards, swaps and options
in the foreign exchange and capital markets. Méghese derivative transactions are considered as
effective economic hedges under the Group's riskagement policies; however since they do not
qualify for hedge accounting under the specificvigions of IAS 39, they are treated as derivatives
held for trading. Derivative financial instrumeraee initially recognized at fair value on the date
which a derivative contract is entered into andsegjiently re-measured at fair value. Any gains or
losses arising from changes in fair value on dé&rkiea are recognized in the consolidated income
statement.

Fair values are obtained from quoted market pricesctive markets, including recent market

transactions, to the extent publicly available, amatlation techniques, including discounted cash
flow models and options pricing models as appraeriéll derivatives are carried as assets when fair
value is positive and as liabilities when fair \&is negative.

3.15 Fiduciary Assets

Assets held by the Group in a fiduciary agency wstadian capacity for its customers are not
included in the balance sheet, since such itemeatrgeated as assets of the Group.

3.16 Trade Receivables
Trade receivables are recognized at original ire'@mount and carried at amortized cost less an
allowance for any uncollectible amounts. An estenfar doubtful debts is made when collection of

the full amount is no longer probable. Bad debgsvenitten off when judicial decisions or insolvency
documents regarding the default of the customee h&en obtained.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.17 Interest-bearing Deposits and Funds Bowed

All deposits and borrowings are initially recogrdzat fair value of consideration received less
directly attributable transaction costs. After iglitrecognition, all interest bearing deposits and
borrowings are subsequently measured at amortizgidusing effective yield method. Amortized cost

is calculated by taking into account any discountremium on settlement. Gain or loss is recognized
in the consolidated income statement when the litipbis derecognized as well as through

amortization process.

3.18 Borrowing Costs
Borrowing costs are recognized as expense in thedm which they are incurred.
3.19 Treasury Shares

Own equity instruments which are owned by the siiBses are deducted from equity. No gain or
loss is recognized in profit or loss on the purehassue, sale or cancellation of the Company’s own
equity instruments.

3.20 Employee Benefits
The Group has both defined benefit and definedritmrtton plans as described below:
i) Defined benefit plans

In accordance with existing social legislation inrRey, the Group is required to make lump-sum
termination indemnities to each employee who hampteted over one year of service with the
company and whose employment is terminated duetii@ment or for reasons other than resignation
or misconduct.

In the accompanying consolidated financial stateémehe Group has reflected a liability calculated
using actuarial method and discounted by usingtimeent market yield at the balance sheet date on
government bonds, in accordance with IAS E@nployee Benefits

The principal actuarial assumptions used at 31 Dbee are as follows;

2008 2007
% %
Discount rate 12 11
Expected rate of salary/limit increase 54 5

Actuarial gains and losses are recognized in thesaalated income statement in the period they
occur.

The computation of the liability is predicated upoetirement pay ceiling announced by the
Government. The ceiling amount at 31 December 280G8I1 TL 2,173 (2007: full TL 2,030). The
liability is not funded, as there is no funding uggment.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.20 Employee Benefits (continued)
i)  Defined contribution plans

For defined contribution plans, the Group pays gbutions to publicly administered social security
funds on a mandatory basis. The Group has no fughgment obligations once the contributions
have been paid. The contributions are recognizeargdoyee benefit expense when they are due.

3.21 Provisions, Contingent Liabilities and Asde
i) Provisions

Provisions are recognized when the Group has apredbligation (legal or constructive) as a result
of a past event, it is probable that an outflowre@$ources embodying economic benefits will be
required to settle the obligation and a reliabléneste can be made of the amount of the obligation.
the effect of the time value of money is materpvisions are determined by discounting the
expected future cash flows at a pre-tax rate thfats current market assessments of the timeevalu
of money and, where appropriate, the risks spedifithe liability. Where discounting is used, the
increase in the provision due to the passage @ ifmecognized as an interest expense.

i)  Contingent liabilities and assets

Contingent liabilities are not recognized in theaficial statements but disclosed in the noteseif th
possibility of any outflow is low. Contingent assedre not included in financial statements but
explained in the notes if an inflow of economic &kts is probable.

3.22 Income and Expense Recognition

Interest income and expense are recognized in ahsotidated income statement for all interest
bearing instruments on an accrual basis usingfteetive yield method based on the actual purchase
price. Interest income recognition is suspendednwbans are overdue by more than 90 days and is
excluded from interest income until received atugrbanks.

Fee and commission income arising on financial isesv provided, including cash management
services, brokerage services, investment advicefinadcial planning, investment banking services,
project and structured finance transactions, ams@étamanagement services is recognized when the
corresponding service is provided. Certain commissi such as those deriving from letters of
guarantee and other banking services are alsolysaabgnized as income when received.

Trading income, net includes gains and lossesngriBom disposals of trading assets and financial
assets available-for-sale and changes in the &hilevof trading securities.

Financial leases consist of leases of vehiclesvamidus equipments, including industrial machinery
and office equipment. The excess of aggregate leadals plus the residual value over the cost of
the leased asset constitutes the unearned leasménto be taken into income over the term of the
lease and produce a constant periodic rate ofreatarthe net cash investment remaining in each
lease. The Group restructures the payment termsoare of the lease contracts cancelled due to
customers’ inability to repay on a timely basistehest income from revision of lease contracts
reflects the additional fees and charges arisiognfdelayed payments of the customers.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.22 Income and Expense Recognition (continued)

Factoring commission income represents the upftbatge to the customer to cover the service given
and the collection expenses incurred. Factoringnaisision is accounted for on accrual basis.

Sales revenue is recognized when the significaksrand rewards of ownership of the goods have
passed to the buyer and the amount of revenueecarebsured reliably.

Revenue from rendering services is recognized feyarce to the stage of completion when it can be
measured reliably. Where the contract outcome dabeaneasured reliably, revenue is recognized
only to the extent of the expenses recognizeddtetecoverable.

3.23 Earnings per Share

The Group presents basic earnings per share (‘EB&§ for its ordinary shares. Basic EPS is
calculated by dividing the profit or loss attribbla to ordinary shareholders of the Group by the
weighted average number of ordinary shares outstgrduiring the period. . Increases in the number
of shares due to share capital increases madeifr@mal resources during the period or after the
end of the period until the financial statementsauthorized for issue are taken into consideration
the calculation of weighted average number of theges from the beginning of the period.

3.24 Subsequent Events

Post-balance sheet events that provide additiamfarmation about the Group’s position at the
balance sheet dates (adjusting events) are raflént¢he financial statements. Post-balance sheet
events that are not adjusting events are discliosttgk notes when material.

3.25 Related Parties
A party is related to an entity if:

€) Directly, or indirectly through one or morggrmediaries, the party:

(i) controls, is controlled by, or is under comnzamtrol with, the entity (this includes parents,
subsidiaries and fellow subsidiaries);

(i) has an interest in the entity that gives gingficant influence over the entity; or
(iii) has joint control over the entity;

(b) the party is an associate of the entity;

(c) the party is a joint venture in which the gnig a venturer

(d) the party is a member of the key managemesbpeel of the entity or its parent;

(e) the party is a close member of the family of imdividual referred to in (a) or (d);

® the party is an entity that is controlled, jiyncontrolled or significantly influenced by, oorf
which significant voting power in such entity resssdwith, directly or indirectly, any individual
referred to in (d) or (e); or

(9) the party is a post-employment benefit plantifier benefit of employees of the entity, or of any
entity that is a related party of the entity.

A related party transaction is a transfer of resesy services or obligations between related gartie
regardless of whether a price is charged.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.26 Segment Reporting

A business segment is a group of assets and opesangaged in providing products or services that
are subject to risks and returns that are differeain those of other business segments. A
geographical segment is engaged in providing prizdand services within a particular economic
environment that are subject to risks and retuat éine different from those of segments operating i
other economic environments. The Group made segrapatting according to business segments.

3.27 New standards and interpretations not yetdopted

A number of new standards, amendments to standadigterpretations, announced by International
Financial Reporting Interpretations Committee (“IER, are not yet effective for the year ended 31
December 2008, and have not been applied in preptrese consolidated financial statements:

* IFRS 8 —Operating Segmentipersedes IAS 14Segment ReportindFRS 8 sets out requirements
for disclosure of information about an entity's igtisig segments and also about the entity's preduct
and services, the geographical areas in whichetaips, and its major customers. IFRS 8, effective
for annual financial statements for periods begigrmn or after 1 January 2009, is not expected to
have significant impact on the disclosures of theup.

* IFRIC 15 —Agreements for the Construction of Real Esfatevides guidance on how to determine
whether an agreement for the construction of rette is within the scope of IAS 11CGenstruction
Contractsor IAS 18 —Revenueand, accordingly, when revenue from the construcsbould be
recognized. IFRIC 15, effective for annual peridgbginning on or after 1 January 2009, is not
expected to have any impact on the consolidatethfiial statements of the Group.

* IFRIC 17 —-Distributions of Non-Cash Assets to Owneexifies that:

- a dividend payable should be recognized whenditiglend is appropriately authorized and is no
longer at the discretion of the entity.

- an entity should measure the dividend payablbeatair value of the net assets to be distributed.

- an entity should recognize the difference betwiderdividend paid and the carrying amount of the
net assets distributed in profit or loss.

The Interpretation also requires an entity to ptevédditional disclosures if the net assets begid h
for distribution to owners meet the definition ofliscontinued operation.

Recognizing the difficulty that entities would faicerecognizing past distributions at their faitues,
the IFRIC requires prospective application of thedgnce. The amendment, effective for annual
periods beginning on or after 1 January 2009, aljhcentities are permitted to adopt them earlger, i
not expected to have any impact on the consolidatedcial statements of the Group.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.27 New standards and interpretations not yetdopted (continued)

» Revised IAS 1 Presentation of Financial Statemg&nivas issued IASB on 6 September 2007. Main
changes from the previous version are to requakdh entity must

- Present all non-owner changes in equity eithemia statement of comprehensive income or in two
statements (a separate income statement and mstdatef comprehensive income). Components of
comprehensive income may not be presented in #ternsént of changes in equity.

- Present a statement of financial position (batasbeet) as at the beginning of the earliest
comparative period in a complete set of financtatesnents when the entity applies an accounting
policy retrospectively or makes a retrospectivéatesnent.

- Disclose income tax relating to each componermtioér comprehensive income.

- Disclose reclassification adjustments relatingagmponents of other comprehensive income.

IAS 1 changes the titles of financial statementthag will be used in IFRSs:
- 'balance sheet' will become 'statement of firanmosition'

- 'income statement’ will become 'statement of aetmgnsive income'

- 'cash flow statement' will become 'statementasicflows'.

The revised IAS 1 will be applicable starting fradndanuary 2009.

* The IASB amended IAS 32 Financial Instruments: Presentaticend IAS 1 — Presentation of
Financial Statementwith respect to the balance sheet classificatioputfable financial instruments
and obligations arising only on liquidation. Asesult of the amendments, some financial instruments
that currently meet the definition of a financighllity will be classified as equity because they
represent the residual interest in the net asdetbeoentity. Amendments for puttable financial
instruments and obligations arising only on liqticia, effective for annual periods beginning on or
after 1 January 2009, is not expected to have @pgadt on the consolidated financial statements of
the Group.

* The amendments to IAS 3%#nancial Instruments: Recognition and Measurement:

- clarify that derivatives can be reclassified intaout of the fair value through profit or losdegory,
when they are designated as hedging instruments/h@n they are de-designated as hedging
instruments respectively.

- amends the definition of financial asset or ficiahliability at fair value through profit or losss it
relates to items that are held for trading. Thasifies that a financial asset or liability thatpart of a
portfolio of financial instruments managed togetivéh evidence of an actual recent pattern of short
term profit taking is included in such a portfoba initial recognition.

- remove references to the need to designate hgdgstruments at the segment level, in order to
eliminate a conflict with IFRS 8 ©perating Segments

- clarify that a revised effective interest ratal¢tlated at the date fair value hedge accoun&ages)

is used, when remeasuring the carrying amountd#td instrument on cessation of fair value hedge
accounting.

The amendment, effective for annual periods begmiin or after 1 January 2009, although entities

are permitted to adopt them earlier, is not exgetdehave any impact on the consolidated financial
statements of the Group.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.27 New standards and interpretations not yetdopted (continued)

* On 17 January 2008, the IASB published final atneents to IFRS 2 Share Based Paymerits
clarify the terms “vesting conditions” and “canegibns” as follows:

- Vesting conditions are service conditions andfggarance conditions only. Other features of a
share-based payment are not vesting conditionsetJR@RS 2, features of a share-based payment that
are not vesting conditions should be included sndghant date fair value of the share-based payment.
The fair value also includes market-related vestioigditions.

- All cancellations, whether by the entity or byhet parties, should receive the same accounting
treatment. Under IFRS 2, a cancellation of equistruments is accounted for as an acceleration of
the vesting period. Therefore any amount unreceghithat would otherwise have been charged, is
recognized immediately. Any payment made with taecellation is accounted for as the repurchase
of an equity interest. Any payment in excess of fiie value of the equity instruments granted is
recognized as an expense.

The amendment, effective for annual periods begmoin or after 1 January 2009, is not expected to
have any impact on the consolidated financial statés of the Group.

» On 29 March 2007, the IASB issued a revised 18S-Borrowing CostsThe main change from the
previous version is the removal of the option ofriediately recognizing as an expense borrowing
costs that relate to assets that take a substastiald of time to get ready for use or sale. Atitgis,
therefore, required to capitalize borrowing costpart of the cost of such assets. The revised2AS
does not require the capitalization of borrowingtearelating to assets measured at fair value, and
inventories that are manufactured or produced rigelajuantities on a repetitive basis, even if they
take a substantial period of time to get ready Uee or sale. The revised standard applies to
borrowing costs relating to qualifying assets fdniat the commencement date for capitalization is on
or after 1 January 2009, is not expected to hageifgiant impact on the consolidated financial
statements of the Group.

» The amendments to IAS 23Berrowing Costsamended the definition of borrowing costs so that
interest expense is calculated using the effedtiterest method defined in IAS 39 Financial
Instruments: Recognition and Measuremdritis eliminates the inconsistency of terms betwis
39 and IAS 23. The amendments, effective for anpealbds beginning on or after 1 January 2009,
are not expected to have significant impact orctiresolidated financial statements of the Group.

* The amendments to IFRS 5Neon-Current Assets Held for Sale and Discontinugzer@tions
require an entity which is committed to a sale piamlving loss of control of a subsidiary to clégs

all the assets and liabilities of that subsidiasyhald for sale when the criteria for classificates
held for sale in IFRS 5 are met, regardless of hdrethe entity will retain a noncontrolling intetés

its former subsidiary after the sale. Relevant Idmare should be made for this subsidiary if the
definition of a discontinued operation is met. Ansequential amendment to IFRS IFist-time
Adoption of International Financial Reporting Stamds states that these amendments are applied
prospectively from the date of transition to IFRS$fe amendments,effective for annual periods
beginning on or after 1 July 2009, although ergitere permitted to adopt them earlier if the
amendments to IAS 27 Sonsolidated and Separate Financial Statemeaitgs are applied, are not
expected to have any impact on the consolidatethfilal statements of the Group.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.27 New standards and interpretations not yet adoptedopntinued)

* IASB has completed the second phase of its bssiwembinations project by issuing a revised
version of IFRS 3- Business Combinatiorad an amended version of IAS 27%Consolidated and
Separate Financial Statememich also bring revisions to IAS 28Investments in Associatasd
IAS 31— Interest in Joint Ventures

Accordingly, the acquirer can elect to measureranycontrolling (minority) interest at:

- fair value at the date of acquisition, which me#mat goodwill includes a portion attributablethe
non-controlling interests; or

- its proportionate interest in the fair value bétidentifiable assets and liabilities of the acegi
which means that goodwill relates only to the coltitrg interest acquired by the parent.

This election is made on a transaction-by-traneachiasis. The new requirements, take effect on 1
July 2009, although entities are permitted to adbpin earlier, are not expected to have any impact
on the consolidated financial statements of theu@ro

» The amendments to IFRS 1First-time Adoption of International Financial Repiog Standards
and IAS 27 -Consolidated and Separate Financial Statemeggpond to constituents’ concerns that
retrospectively determining cost and applying tbstenethod in accordance with IAS 27 on first time
adoption of IFRSs cannot, in some circumstancesadigeved without undue cost or effort. The
amendments address that issue:

- by allowing first-time adopters to use a deemest of either fair value or the carrying amount end
previous accounting practice to measure the initi@st of investments in subsidiaries, jointly
controlled entities and associates in the sepéiretecial statements; and

- by removing the definition of the cost methodnfréAS 27 and replacing it with a requirement to
present dividends as income in the separate finhstatements of the investor.

The amendments to IAS 27 also respond to quergardang the initial measurement of cost in the
separate financial statements of a new parent famsehe result of a specific type of reorganizatio

The amendments require the new parent to measeie#t of its investment in the previous parent at
the carrying amount of its share of the equity geof the previous parent at the date of the
reorganization.

The amendments, effective for annual periods béggnon or after 1 January 2009, are not expected
to have any impact on the consolidated financetksbhents of the Group.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.27 New standards and interpretations not yet agpted (continued)

* The amendments to IAS 27Ceonsolidated and Separate Financial Statemeetgiire accounting
for changes in ownership interests by the Group isubsidiary, while maintaining control, to be
recognized as an equity transaction. When the Gtosps control of a subsidiary, any interest
retained in the former subsidiary will be measua¢dair value with the gain or loss recognized in
profit or loss. The amendments, effective for ahpegiods beginning on or after 1 January 2009, are
not expected to have any impact on the consoliditedcial statements of the Group.

» The amendments to IAS 28nrvestments in Associat@and consequential amendments to IAS 32 —
Financial Instruments: Presentatipand IFRS 7 -Financial Instruments: Disclosurg€larify that
after applying the equity method, any additionap&inment recognized by the investor with respect
to its investment in an associate should not becated to any assets, including goodwill, that
constitute the carrying amount of the investmeriie amendments also clarify that reversals of
impairment are recorded as an adjustment to thestment balance to the extent that the recoverable
amount of the associate increases. The amendnedfetstive for annual periods beginning on or after
1 January 2009, although entities are permitteddwmpt them earlier, are not expected to have any
impact on the consolidated financial statements®fGroup.

* In accordance with the amendments to IAS ZZonsolidated and Separate Financial Statements
IAS 39 —Financial Instruments: Recognition and Measuremeotild continue to be applied where
an investment in a subsidiary that is accountedufater 1AS 39, is classified as held for sale under
IFRS 5 — Non-Current Assets Held-for-Sale and Discontinueger@tions The amendments,
effective for annual periods beginning on or aftekanuary 2009, are not expected to have any impact
on the consolidated financial statements of theu@ro

» The amendments to IAS 28nrvestments in Associatéend consequential amendments to IAS 32 —
Financial Instruments: Presentaticend IFRS 7 —Financial Instruments: Disclosuregquire that
only certain rather than all disclosure requirerseint IAS 28 need to be made in addition to
disclosures required by IAS 32 and IFRS 7, wheranamstment in associate is accounted for in
accordance with IAS 39 Financial Instruments: Recognition and Measuremdite amendments,
effective for annual periods beginning on or aftelanuary 2009, are not expected to have any impact
on the consolidated financial statements of theu@ro

» The amendments to IAS 31lrterests in Joint Venturggnd consequential amendments to IAS 32
— Financial Instruments: Presentatiaand IFRS 7 -Financial Instruments: Disclosuragquire that
only certain rather than all disclosure requirerseimt IAS 31 need to be made in addition to
disclosures required by IAS 32 and IFRS 7, wheranarstment in associate is accounted for in
accordance with IAS 39 Financial Instruments: Recognition and Measurem@diie amendments,
effective for annual periods beginning on or aftelanuary 2009, are not expected to have any impact
on the consolidated financial statements of theu@ro

» The amendments to IAS 16Rroperty, Plant and Equipmebting changes for presentation issues
that arise from assets that are rented and thesequbntly sold on a routine basis. The amendment
results in such assets being transferred to invieistat their carrying amount when they cease to be
rented and become held for sale and the proceedstfre sale of such assets would be recognized as
revenue in accordance with IAS 18 Revenue The amendments, effective for annual periods
beginning on or after 1 January 2009, althoughtiestare permitted to adopt them earlier, are not
expected to have any impact on the consolidateohéiial statements of the Group.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.27 New standards and interpretations not yet agpted (continued)

» The amendments to IAS 3@mpairment of Assetequire that disclosures equivalent to those for
value-in-use calculation should be made, wherevaie less costs to sell is calculated on thesbasi
of discounted cash flows. The amendments, effedtiveannual periods beginning on or after 1
January 2009, are not expected to have any impeaitteodisclosures of the Group.

» The amendments to IAS 38rtangible Assetslarify that:

- expenditure in respect of advertising and proamai activities should be recognized as an expense
when the benefit of those goods or services islaai to the entity; for example, in respect of the
acquisition of goods, an expense should be recednithen the entity has the right to access those
goods;

- a prepayment should be recognized only for paysemade in advance of the receipt of the
corresponding goods or services; and

- catalogues are considered to be a form of adwegtiand promotional material rather than inventory

The amendments, effective for annual periods beggnon or after 1 January 2009, although entities
are permitted to adopt them earlier, are not exguetd have any impact on the consolidated financial
statements of the Group.

» The amendments to IAS 38lrtangible Assetsemove the observation that there is rarely, ifreve
persuasive evidence to support an amortization odefbr intangible assets with finite useful lives
that results in a lower amount of accumulated azairon than under the straight-line method. The
IASB has deleted this observation in order to aypiihg the impression that the units-of production
amortization method is not allowed if it resultsarower amount of accumulated amortization than
under the straight-line method. The amendmentsctfe for annual periods beginning on or after 1
January 2009, although entities are permitted twpathem earlier, are not expected to have any
impact on the consolidated financial statementb®iGroup.

* The amendments to IAS 1%Employee Benefits:

- specify that the distinction between short-temmal éong-term employee benefits is that short-term
employee benefits are those that are due to bledetithin 12 months of the end of the period in
which the employee renders the related servicea Assult, the amendment replaces in IAS 19 the
term "fall due" in the definition of short-term elopee benefits with the term "due to be settledi an
replaces the term "do not fall due" in the defontiof other long-term employee benefits with the
term "are not due to be settled".

- clarify that the deduction of plan administratioosts is appropriate only to the extent that ey
not reflected in the measurement of the definedefierobligation. In other words, costs of
administering the plan may be either recognizedhim return on plan assets or included in the
actuarial assumptions used to measure the defiereffib obligation.

- clarify that a plan amendment that results irhange in the extent to which benefit promises are
affected by future salary increases is a curtaitierile an amendment that changes benefits
attributable to past service gives rise to a ngggtiast service cost if it results in a reductiorihe
present value of the defined benefit obligation.

The amendments, effective for annual periods béginon or after 1 January 2009, although entities

are permitted to adopt them earlier, are not exgoett have any impact on the consolidated financial
statements of the Group.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.27 New standards and interpretations not yet agpted (continued)

» The amendments to IAS 20Aecounting for Government Grants and Disclosurésolvernment
Assistancdring that the benefit of a below market rate gowent loan is measured as the difference
between the carrying amount in accordance with 88S-Financial Instruments: Recognition and
Measurementand the proceeds received with the benefit adeoufor in accordance with IAS 20.
The amendment, effective for annual periods begmin or after 1 January 2009, although entities
are permitted to adopt them earlier, are not exqoett have any impact on the consolidated financial
statements of the Group.

* The amendments to IAS 29 Kinancial Reporting in Hyperinflationary Economiegsquire
reflecting the fact that a number of assets ankiiliiés are measured at fair value rather than
historical cost. The amendments, effective for ahmperiods beginning on or after 1 January 2009,
are not expected to have any impact on the coraelidfinancial statements of the Group.

» The amendments to IAS 40lrvestment Propertiring that the property that is under construction
or development for future use as investment prgperivithin the scope of IAS 40. Where the fair
value model is applied, such property is, thereforeasured at fair value. However, where fair value
of investment property under construction is ntinldy measurable, the property is measured at cost
until the earlier of the date construction is costgtl and the date at which fair value becomeshiglia
measurable. The amendments, effective for annuabdse beginning on or after 1 January 2009,
although entities are permitted to adopt them egriire not expected to have any impact on the
consolidated financial statements of the Group.
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4., SEGMENT INFORMATION

The Group conducts the majority of its businessvitiets in the following business segments. As the
Group conducts the majority of its business ac#giin Turkey, no geographical segment report is
prepared.

Year ended 31 December 2008:

Foreign

Banking Leasing Factoring  Trade Holding  Eliminations Group
Service income less cost of service 30,403 - (280) 469 - (138) 30,454
Interest income/expense, net 148,056 10,040 11,890 4,562 237 - 174,785
Provisions arising from financial sector
operations (40,130) (180) (354) - - - (40,664)
Foreign exchange gain/(loss), net 9,390 1,209 193 1 (907) - 9,886
Trading income, net 3,107 6 - - (391) - 2,722
Other operating (expense)/income, net 1,494 61 73 (123) 1,484 (1,557) 1,432
Operating income 152,320 11,136 11,522 4,909 423 (1,695) 178,615
Operating expenses (133,740) (4,418) (4,930) ®,71 (3,796) 1,695 (147,902)
Net operating income 18,580 6,718 6,592 2,196 (BB7 - 30,713
Other income 1,783 25 - 12 - - 1,820
Other expense (2,185) - - - - - (2,185)
Profit before income tax 18,178 6,743 6,592 2,208 (3,373) - 30,348
Income tax (4,744) - (1,432 (482) - - (6,658)
Minority interest (1,021) (2,966) (562) - - (500) (5,049)
Net profit 12,413 3,777 4,598 1,726 (3,373) (500) 18,641
Total assets 3,009,261 87,449 34,368 37,660 5,455 (75,973) 3,098,220
Total liabilities 2,505,716 49,518 7,810 22,904 8,983 (75,973) 2,518,958
Other segment information
Capital expenditures 5,782 - 32 1 152 - 5,967
Depreciation (6,796) (38) (124) (39) (65) - (7,062)
Amortization (800) (27) (8) - ) - (842)
Impairment (losses)/reversals
recognized in income statement (40,130) (180) (354) (165) - - (40,829)
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4, SEGMENT INFORMATION (continued)

Year ended 31 December 2007:

Foreign

Banking Leasing Factoring  Trade Holding  Eliminations Group
Service income less cost of service 33,070 - - 74 5 - (134) 33,510
Interest income/expense, net 160,053 7,192 11,978 4,279 (230) - 183,272
Provision arising from financial sector
operations (11,500) 233 (246) - - - (11513)
Foreign exchange gain/(loss), net (8,931) 293 53 13 (66) (562) (9,200)
Trading income, net 3,479 - - (13) 67 - 3,533
Other operating (expense)/income, net 2,864 229 59 1 (927) 1,413 (1,607) 2,131
Operating income 179,035 7,947 11,944 3,926 g4l (2,303) 201,733
Operating expenses (116,683) (3,997) (4,259) ®,76 (3,446) 1,741 (129,404)
Net operating income 62,352 3,950 7,685 1,166 2,262) (562) 72,329
Other income 265 - 13 - - - 278
Other expense (203) - (5) - - - (208)
Profit before income tax 62,414 3,950 7,693 BA (2,262) (562) 72,399
Income tax (11,687) - (1,831) 264 - - (13,254)
Minority interest (10,705) (1,737) (640) - - (23) (13,105)
Net profit 40,022 2,213 5,222 1,430 (2,262) %38 46,040
Total assets 3,118,588 83,073 105,582 43,971 632, (85,545) 3,268,302
Total liabilities 2,683,676 51,885 84,184 29,904 7,332 (85,545) 2,771,436
Other segment information
Capital expenditures 9,206 27 35 15 37 - 9,320
Depreciation (4,580) (42) (105) (49) (63) - (4,839)
Amortization (628) (11) (15) - 4) - (658)
Impairment (losses)/reversals
recognized in income statement (11,500) 233 (246) (811) - - (12,324)
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5. CASH AND CASH EQUIVALENTS

2008 2007
Cash on hand 21,009 19,784
Balances with the Central Bank 67,091 76,289
Cash and balances with the Central Bank 88,100 96,073
Deposits with other banks and financial institutiors 240,313 164,410
Other money market placements 369,154 -
Cash and cash equivalents in the balance sheet 697,567 260,483
Less: Time deposits with original maturities of mdnan three months - -
Less: Income accruals (2,975) (1,313)
Cash and cash equivalents in the statement of cafibws 695,592 259,170

At 31 December 2008 and 2007, the amounts andestteange of deposits and placements are as
follows:

2008 2007
Amount Effective Interest rate (%) Amount Effective Interest rate (%)
TL FC TL FC TL FC TL FC

Cash on hand 9,349 11,660 - - 10,451 9,333 -
Balances with the
Central Bank 32,340 34,751 12.00-12.55 0.15-1.18 ,0135 41,278 12.00-13.16 1.88-2.19
Deposits with other
banks and financial
institutions 60,144 180,169 15.00 0.15-3.85 1,62862,7182 18.00-19.15 4.34-5.00
Other money market
placements 369,154 - 15.00 - - - - -
Cash and cash
equivalents 470,987 226,580 - - 47,090 213,393 - -
Reserve deposits - 69,352 - - - 110,778 11.81 LR

Reserve deposits represent the minimum cash resemugained with the Central Bank of Turkey
(the Central Bank), as required by the Turkish Bagk aw, calculated on the basis of the domestic
liabilities after deducting certain liabilities ik at the rates determined by the Central Banlat/84
December 2008, the ratio of required reserves poslits for TL and foreign currency deposits are 6%
and 9% (2007: 6% and 11%), respectively.

As at 31 December 2008, the interest rates apptiedNew Turkish Lira reserve deposits by the

Central Bank is 12%. At 5 December 2008, the irgieqgayments over foreign currencies are
cancelled by the Central Bank (2007 — TL 11.81%,DdBar 1.95% and Euro 1.80%).
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6. MARKETABLE SECURITIES

a) Trading Securities

2008 2007
Effective Effective
Amount interest rate Amount interest rate
(%) (%)
Debt instruments
Turkish government bonds (TL) 2,284 16.45-17.30 94,454 16.15-17.69
Eurobonds issued by Turkish government (FC) 286 5.85-8.81 209 5.60-7.70
Turkish treasury bills (TL) 83 16.70-16.92 335 16.98-17.46
Turkish government bonds (FC) 86 2.83-5.56 23,957 7.50
2,739 118,955
Other
Investment funds 677 - 1,067 -
677 1,067
Total 3,416 120,022

At 31 December 2008, TL 369 (2007: TL 100,155) raiding debt securities have floating interest
rates and the rest have fixed rates.

Carrying values of trading securities pledged umégurchase agreements and related liabilities are
as follows:

2008 2007
Trading debt securities subject to repurchase acimns - 79,308
Related liability - other money market deposits - 2,786
Repurchase agreements mature within one month.
b) Available For Sale Securities
2008 2007
Effective Effective

Amount interest rate (%) Amount interest rate (%)

Debt instruments

Turkish corporate bonds (FC) 11,918 8.84 17,458 8-1B.16

Eurobonds issued by Turkish government (FC)8,899 7.51 - -

Turkish government bonds (TL) 1,882 18.84-23.14 186 16.59-19.21
22,699 178,184

Other

Common stocks 279 - - -

279 -
Total 22,978 178,184
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6. MARKETABLE SECURITIES (continued)

At 31 December 2008, TL 20,817 (2007: TL 167,52#)awailable for sale debt securities have
floating interest rates and the rest have fixeds.at

Carrying values of available for sale debt seasipledged under repurchase agreements and related
liabilities are as follows:

2008 2007
Available for sale debt securities subject to repasactions - 123,246
Related liability - other money market deposits - 08,882

Repurchase agreements mature within one month.

The movement in debt instruments of available fale ssecurities (including loaned securities) is
summarized as follows:

2008 2007
At 1 January 178,184 151,715
Additions 114,691 75,610
Disposals (sales and redemptions) (46,539) (43,964)
Interest received due to redemptions (27,299) 35,5
Transfer to held to maturity securities (225,380) -
Change in fair value and other gain/(loss) 29,321 22,326
At 31 December 22,978 178,184
c) Held to maturity securities
2008 2007
Effective Effective

Amount interest rate (%) Amount interest rate (%)

Debt instruments
Turkish government bonds (YTL) 364,068 17.87-21.00 - -
Total 364,068 -

Carrying values of held to maturity securities jgled under repurchase agreements and related
liabilities areas follows:

2008 2007
Held to maturity debt securities subject to repms$actions 220,212 -
Related liability - other money market deposits Basg -

(33



GSD Holding Anonim irketi

Notes to the Consolidated Financial Statements

As at and for the Year Ended 31 December 2008

(Currency - Thousands of Turkish Lira (“TL") unkestherwise stated)

6. MARKETABLE SECURITIES (continued)

The Group has reclassified marketable securitiegth wbtional amounts of TL 69,928 and TL
246,225 from trading securities and available fale ssecurities, respectively, to held to maturity
securities within the change of its intention ofeg@gng such securities and according to the
amendments to IAS 3Binancial Instruments: Recognition and Measurenad IFRS 7 Financial
Instruments and Disclosuressued by IASB on 13 October 2008. Such trading available for
sale securities are recorded in held to maturitytfplio with their fair values as of the date ofketh
reclassification, amounting to TL 75,272 and TL 2B, respectively. As of the date of
reclassification, negative difference of TL 620sukting from re-measurement of available for sale
securities was recorded under equity accounts. 8iftdrence will be transferred to profit or loss
accounts until the redemption dates of such seesuriAs at 31 December 2008, the remaining
negative difference is TL 444. As of the date aflassification, the positive difference of TL 1,524
resulting from the re-measurement of trading sdéegriis directly recognized under profit or loss
accounts.

d) Marketable securities given as a guarantee

As at 31 December 2008 and 2007, the carrying sahrel nominal amounts of the government
securities including securities subject to repmgextions kept at the Central Bank and at Istanbul
Menkul K ymetler Borsas Takas ve Saklama Bankasom irketi (Istanbul Stock Exchange
Clearing and Custody Inc.) as a guarantee for swathange transactions and money market
operations are as follows:

2008 2007
Carrying Nominal Carrying Nominal
value amount value amount
Trading securities 444 500 29,335 28,462
Available for sale debt securities 8,898 9,074 699 650
Held to maturity securities 3,801 3,892 - -
Total 13,143 13,466 30,034 29,112

7. UNQUOTED EQUITY INSTRUMENTS

The subsidiaries which are not included in consdiah as at 31 December 2008 and 2007 and are
classified in the “unquoted equity instruments” ti@p in the consolidated financial statements are a
follows:

2008 2007
GSD E itim Vakf 377 377
GSD Reklam ve Halkldi kiler Hizmetleri A. . 105 105
Tekstil Bili im Hizmetleri ve Ticaret A.. 55 107
Geli en letmeler Piyasalar A. 50 50
GSD Gayrimenkul Yatr m ve Getirme A. . 20 12
GSD Plan Proje Etid A. 20 12
Other 5 22
Total 632 685
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8. LOANS AND ADVANCES TO CUSTOMERS
2008
Amount Effective interest rate (%)
Foreign Foreign
Turkish Foreign  Currency  Turkish Foreign Currency
Lira Currency  Indexed Lira Currency Indexed
Corporate loans 703,517 292,209 356,446 15.1-63.2 .4-1@6 5.0-15.0
Consumer loans 164,425 - 35,819 11.2-31.7 - 4.8-12
Credit cards 42,351 395 - 67.50 2.50 -
Total 910,293 292,604 392,265
Loans in arrears 59,512 - -
Less: Allowance for
impairment on loans
and advances to customers (31,494) - -
Total, net 938,311 292,604 392,265
2007
Amount Effective interest rate (%)
Foreign Foreign
Turkish Foreign  Currency  Turkish Foreign Currency
Lira Currency  Indexed Lira Currency Indexed
Corporate loans 1,259,173 474,826 366,171 13.09045.3.30-10.00 3.50-12.60
Consumer loans 139,884 - 8,101 11.10-31.70 - 2.90-
Credit cards 30,060 342 - 66.60 34.50
Total 1,429,117 475,168 374,272
Loans in arrears 31,164 - -
Less: Allowance for
impairment on loans
and advances to customers (29,211) - -
Total, net 1,431,070 475,168 374,272

At 31 December 2008, loans and advances to cussowiéh variable interest rates amount to TL
481,703 (2007: TL 819,611) and the remaining lcams advances have fixed rates.
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8. LOANS AND ADVANCES TO CUSTOMERS (continued)

Movements in allowance for impairment:

2008 2007
Allowance at beginning of year 29,211 18,109
Recoveries (2,320) (2,343)
Impairment allowance 43,007 14,628
Provision net of recoveries 40,687 12,285
Loans written off during the year (38,404) (1,183)
Allowance at end of year 31,494 29,211

At 31 December 2008, non-performing loans and acksito customers on which interest is not being
accrued, or where interest is suspended amounfed 59,512 (2007: TL 31,164).

At 31 December 2008, the portfolio reserve amogntinTL 5,516 (2007: TL 10,639) for impairment
is provided based on past experience, manageneaggessments of the current economic conditions,

the inherent risk in the credit portfolio of thedap. It is included in the total allowance presdrite
the table above.

9. FINANCE LEASE RECEIVABLES, NET AND LIABILITIES ARISING FROM
FINANCE LEASES

Finance lease receivables, net

2008 2007

Invoiced lease receivables 1,258 1,377
Not later than 1 year 50,857 41,316
Later than 1 year but not later than 5 years 46,539 37,357
Finance lease receivables, gross 98,654 80,050
Less: Unearned interest income (15,606) (12,569)
Less: Allowance for doubtful finance lease recelgab (1,279) (1,099)
Less: Allowance for doubtful invoiced lease recbiea (723) (723)
Finance lease receivables, net 81,046 65,659

Net investment in finance leases are analyzedlasvi&

2008 2007

Invoiced lease receivables 1,258 654
Not later than 1 year 38,615 32,783
Later than 1 year but not later than 5 years 41,173 32,222
Finance lease receivables, net 81,046 65,659
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9. FINANCE LEASE RECEIVABLES, NET AND LIABILITIES

FINANCE LEASES (continued)

At 31 December 2008 and 2007, financial lease actgrhave fixed interest rates. At 31 December
2008, the average effective interest rates are?®.faB US Dollar, 9.93% for Euro, 8.07% for Swiss
Franc and 28.44% for TL denominated lease recergaf@d007: 9.82% for US Dollar, 8.89% for Euro

and 25.59% for TL).

Movement in the allowance for doubtful finance Easceivables is as follows:

ARISING FROM

2008 2007
Provision at the beginning of year 1,099 1,290
Allowance for doubtful lease receivables 200
Recoveries (20) (191)
Provision net of recoveries 180 (191)
Provision at the end of year 1,279 1,099
Movement in the allowance for doubtful invoiceddeaeceivables is as follows:
2008 2007
Provision at the beginning of year 723 765
Allowance for doubtful lease receivables - 51
Recoveries - (93)
Provision net of recoveries - (42)
Provision at the end of year 723 723
Liabilities arising from finance leases
2008 2007
Advances taken due to finance leases 836 1,422
Payables related to leased assets 933 1,691
Total 1,769 3,113
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10. FACTORING RECEIVABLES AND PAYABLES

2008
Amount Effective interest rate (%)
Foreign Foreign
TL Currency TL Currency
Factoring receivables 28,295 3,795 18.00-41.00 5.95-13.80
Doubtful factoring receivables 1,842 - - -
Total factoring receivables 30,137 3,795
Less: Provision for doubtful factoring receivable$l,842) - - -
Factoring receivables, net 28,295 3,795
Factoring payables (312) (42) - -
Funds in use, net 27,983 3,753
2007
Amount Effective interest rate (%)
Foreign Foreign
TL Currency TL Currency
Factoring receivables 93,198 10,626 17.00-35.00 6.83-11.62
Doubtful factoring receivables 1,508 - - -
Total factoring receivables 94,706 10,626
Less: Provision for doubtful factoring receivable$l1,508) - - -
Factoring receivables, net 93,198 10,626
Factoring payables (69) (1,202) - -
Funds in use, net 93,129 9,424
Movement in the reserve for doubtful factoring ligables:
2008 2007
Reserve at the beginning of year 1,508 1,262
Recoveries (18) (117)
Provision for doubtful factoring receivables 372 633
Provision net of recoveries 354 246
Factoring receivables written off during the year e0) -
Reserve at the end of year 1,842 1,508
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11. PROPERTY HELD FOR SALE

2008 2007

Cost 41,139 31,797
Impairment (4,163) (3,553)
36,976 28,244

At 31 December 2008, the impairment amounting TL68, (2007: TL 3,553) represents the
difference between the unamortized cost and thevédile less costs to sell based on an independent
expertise report.

Properties held for sale comprise property thaacpiired from defaulted loan customers and will be
mainly realized through sale rather than througttiooing use.

2008 2007
Opening balance at 1 January 28,244 23,841
Additions 15,133 6,855
Disposals (4,587) (2,249)
Provision for impairment (1,814) (203)
Closing balance at 31 December 36,976 28,244

At 31 December 2008, TL 15,940 of the propertidd figr sale is carried at their fair values basad o
independent expertise reports (2007: TL 16,000).

12. PROPERTY AND EQUIPMENT

Furniture and
Land and Office Leasehold Motor
Buildings Equipment Improvements Vehicles  Total

At 1 January 2008, net of

accumulated depreciation and impairment 68,581 7,860 2,439 886 79,766
Additions - 3,564 937 42 4,543
Disposals, net - (175) (226) (46) (447)
Transfers - 8 - (8) -
Revaluation adjustment (*) 569 - - - 569
Depreciation charge for the year (3,221) (2,688) (720) (433) (7,062)
At 31 December 2008, net of accumulated

depreciation and impairment 65,929 8,569 2,430 441 77,369
At 31 December 2008
Cost 74,031 45,861 9,513 2,113 131,518
Revaluation adjustment (*) 5,153 - - - 5,153
Accumulated depreciation (13,255) (37,292) (7,083) (1,672) (59,302)
Net carrying amount 65,929 8,569 2,430 441 77,369
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12 PROPERTY AND EQUIPMENT (continued)

Furniture and
Land and Office Leasehold Motor
Buildings Equipment Improvements Vehicles  Total

At 1 January 2007, net of

accumulated depreciation and impairment 65,521 4,352 1,241 1,370 72,484
Additions - 5,870 1,774 - 7,644
Disposals, net - (24) (21) (62) (207)
Revaluation adjustment (*) 4,584 - - - 4,584
Depreciation charge for the year (1,524) (2,338) (555) (422) (4,839)
At 31 December 2007, net of accumulated

depreciation and impairment 68,581 7,860 2,439 886 79,766
At 31 December 2007
Cost 75,995 53,488 9,150 2,250 140,883
Revaluation adjustment (*) 4,584 - - - 4,584
Accumulated depreciation (11,998) (45,628) (6,711) (1,364) (65,701)
Net carrying amount 68,581 7,860 2,439 886 79,766

(*) Starting from 31 December 2007, the head officélding of Tekstil Bankas in Istanbul and its
branch offices in Istanbul Bayrampa Kayseri and Konya are revalued based on indepeénd
expertise reports as at each year-end.

The movement in the revaluation reserve is asvid@io

2008 2007
At 1 January 3,288 -
Revaluation adjustment 569 4,584
Effect of deferred tax recognized in equity (*) 128 (229)
Minority interest (132) (1,067)
At 31 December 3,697 3,288

(*) The deferred tax effect is computed taking iatcount 75% corporate tax exception on sales of
land and buildings.
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13. INTANGIBLE ASSETS

Patents and

31 December 2008 Licenses
At 1 January 2008 net of accumulated amortization 2,186
Additions 1,424
Disposals 3)
Amortization charge for the year (842)
At 31 December 2008 net of accumulated amortization 2,765
At 31 December 2008

Cost 18,994
Accumulated amortization (16,229)
Net carrying amount 2,765

Software and licenses are being amortized over #de@inomic useful lives of 3 years.

Patents and

31 December 2007 Licenses
At 1 January 2007 net of accumulated amortization 1,169
Additions 1,676
Disposals Q)
Amortization charge for the year (658)
At 31 December 2007 net of accumulated amortization 2,186
At 31 December 2007

Cost 17,999
Accumulated amortization (15,813)
Net carrying amount 2,186
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14. TRADE RECEIVABLES, NET
2008 2007
Export goods receivables 2,089 1,911
Other 8 176
Less: Provision for doubtful trade receivables 860 (1,821)
Total, net 111 266
Movement in the provision for doubtful trade reediles:
2008 2007
Reserve at the beginning of year 1,821 1,019
Provision for doubtful receivables 165 814
Recoveries - (3)
Provision net of recoveries 165 811
Trade receivables written off during the year - (9)
Reserve at the end of year 1,986 1,821
15. OTHER RECEIVABLES
2008 2007
Value added tax receivable 9,334 9,844
Other 1 10
Total 9,335 9,854
16. OTHER ASSETS
2008 2007
Collaterals given 38,726 4,453
Transitory receivables 13,259 -
Value added tax deductible 2,962 1,161
Payments on behalf of investment funds 1,724 854
Prepaid expenses 2,655 3,351
Office supplies 609 400
Receivables related to credit cards 568 1,529
Prepaid income tax 533 507
Advances given 204 1,205
Assets to be leased - 707
Other 4,096 3,570
Total 65,336 17,737
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17. DEPOSITS AND BORROWERS’ FUNDS

a) Deposits from banks

2008 2007
Amount Effective Interest rate (%) Amount Effective Interest rate (%)
Turkish Foreign Turkish Foreign Turkish Foreign Turkish Foreign
Lira currency Lira currency Lira currency Lira currency
Demand 5 - - - 3 - - -
Time - - - - 100,120 5,185 15.95-18.50 3.35-5.15
Total 5 - 100,123 5,185
b) Deposits from customers
2008 2007
Amount Effective interest rate Amount Effective interest rate
Turkis Foreign Turkish Foreign Turkish Foreign Turkish Foreign
h Lira currency Lira currency Lira currency Lira currency
Saving
Demand 6,153 14,189 - - 11,297 20,998 - -
Time 728,688 379,734 10.45-27.38 1.26-8.56 473,519503,296 10.49-21.03 2.22-6.69
Total 734,841 393,923 484,816 524,294
Commercial
and other
Demand 42,310 23,763 - - 69,060 37,614 - -
Time 136,822 142,943 10.47-27.37 1.77-8.32 158,647351,606 13.25-21.08 2.27-6.58
Total 179,132 166,706 227,707 389,220
Total 913,973 560,629 712,523 913,514
C) Other money market deposits
2008 2007
Amount Effective interest rate Amount Effective interest rate
Turkish Foreign Turkish Foreign Turkish Foreign Turkish Foreign
Lira currency Lira currency Lira currency Lira currency
Obligations under
repurchase
agreements:
- Due to customers 3,180 - 14.31-15.22 - 524 - 16.46-16.47 -
- Due to banks 203,463 - 13.49-15.11 - 181,144 - 17.09-18.66 -
Total 206,643 - - 181,668 - -
Interbank deposits 376 - 15.01 - 526 - 17.58 -
Total 376 - - 526 - -
Total 207,019 - - 182,194 - -

Deposits have fixed interest rates.
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17. DEPOSITS AND BORROWERS’ FUNDS (continued)
d) Borrowers' funds
2008 2007
Amount Effective Interest rate (%) Amount Effective Interest rate (%)
Turkish Foreign Turkish Foreign Turkish Foreign Turkish Foreign
Lira currency Lira currency Lira currency Lira currency
Demand 424 164 - - 3,948 547 - -
Time 327 305 17.25 4.00 179 3,270 15.00 3.25-7.25
Total 751 469 4,127 3,817
18. FUNDS BORROWED
2008 2007
Amount Effective interest rate Amount Effective interest rate
Foreign
Turkish Foreign Turkish Currenc Turkish  Foreign Turkish Foreign
Lira Currency Lira y Lira Currency Lira Currency
Short term
Fixed interest 37,076 185,823 13.42-18.92 1.82-6.862,604 138,913 12.49-18.00 4.54-8.25
Floating interest - 373,762 - 2.72-7.80 - 153,942 - 5.10-5.63
Medium/long
term
Fixed interest - 33,085 - 3.36-10.50 - 46,546 2.81-6.88
Floating interest - 119,364 - 1.99-5.21 - 303,136 4.70-6.65
Total 37,076 712,034 102,604 642,537
Repayment schedule of medium/long term borrowimgsaa follows:
2008 2007
Fixed rate Floating rate Fixed rate Floating rate
Less than 1 year 33,085 5,482 41,933 250,837
1to 2 years - 52,014 4,613 13,647
2 to 3 years - 61,868 - 11,864
3 to 4 years - - - 26,788
33,085 119,364 46,546 303,136

(44)



GSD Holding Anonim irketi
Notes to the Consolidated Financial Statements
As at and for the Year Ended 31 December 2008

(Currency - Thousands of Turkish Lira (“TL") unkestherwise stated)

19. TRADE PAYABLES

2008 2007
Export trade payables 7,711 9,893
Other trade payables 468 218
Total 8,179 10,111

20. OTHER LIABILITIES AND PROVISIONS

2008 2007
Other Liabilities
Transfer orders 27,590 38,716
Taxes and funds payable other than on income 10,124 8,951
Payables to member companies related to crediscard 7,344 613
Pledged deposits against bank checks 1,837 1,284
Other payables and accrued expenses 669 872
Payables related to letters of credit 140 4,434
Other 7,485 2,043
Total 55,189 56,913

2008 2007
Provisions
Provision for employee unused paid vacation obiligat 3,225 2,861
Provision for employee termination benefits obligat 2,047 2,015
Employee bonus provision 1,187 1,192
Provision for unindemnified non-cash loans 1,122 903,
Credit card bonus provision 528 304
Total 8,109 8,275

Employee Benefits Obligation

In accordance with existing social legislation, tBempany and its subsidiaries incorporated in
Turkey are required to make lump-sum payments tpl@mes whose employment is terminated due
to retirement or for reasons other than resignadommisconduct. In Turkey, such payments are
calculated on the basis of 30 days’ pay (limiteé tmaximum of TL 2,173 (full) and TL 2,030 (full)
at 31 December 2008 and 2007, respectively) pargfeamployment at the rate of pay applicable at

the date of retirement or termination.
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20. OTHER LIABILITIES AND PROVISIONS (continued)
The annual ceiling has been increased to TL 2,260 éffective from 1 January 2009.

The movement in provision for employee terminatbemefits obligation is as follows:

2008 2007
At 1 January 2,015 3,827
Provision reversed during the year (41) (1,865)
Provision set during the year 73 53
At 31 December 2,047 2,015

The movement in provision for employee unused pathtion obligation is as follows:

2008 2007
At 1 January 2,861 2,469
Provision reversed during the year - (282)
Provision set during the year 364 674
At 31 December 3,225 2,861

The movement in employee bonus provision is agl

2008 2007
At 1 January 1,192 666
Provision reversed during the year (72) -
Provision set during the year 66 526
At 31 December 1,187 1,192

International Accounting Standard No 19 requiretiarial valuation methods to be developed to
estimate the enterprise’s obligation under defihedefit plans. The reserve has been calculated by
estimating the present value of the future probailiégation of the Company arising from the
retirement of the employees. Accordingly, the faflog actuarial assumptions were used in the
calculation of the employee termination benefitégation:

2008 2007

Discount rate 12 11
Expected rates of salary/limit increases 54 5

Actuarial gains / losses arising from changes stalint rates and expected rates of salary / limit

increases and other demographic assumptions aogmeed in the income statement in the period
they occur.
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20. OTHER LIABILITIES AND PROVISIONS (continued)

The movement in provision for unindemnified nontcémns is as follows:

2008 2007
At 1 January 1,903 2,627
Provision set/(reversed) during the year (781) {724
At 31 December 1,122 1,903

The movement in credit card bonus provision isodlews:

2008 2007
At 1 January 304 365
Provision set/(reversed) during the year 224 (61)
At 31 December 528 304
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21. INCOME TAXES

The Group is subject to taxation in accordance withtax procedures and the legislation effective i
Turkey and other countries in which the Group ofgerln Turkey, the corporation tax rate for the
fiscal year ended 31 December 2008 is 20% (200%)2 Corporate tax returns are required to be
filed within the first twenty-five days of the fahrmonth following the balance sheet date and paid
one installment until the end of the fourth morithe tax legislation provides for a temporary tax of
20% (2007: 20%) to be calculated and paid base@awnings generated for each quarter. The
amounts thus calculated and paid are offset agtiadinal corporate tax liability for the year.

Corporate tax losses can be carried forward foegimum period of five years following the year in
which the losses were incurred. The tax authoritaes inspect tax returns and the related accounting
records for a retrospective maximum period of frears.

At 31 December 2008, the breakdown of the corpotatelosses in terms of their final years of
utilization is as follows.

Expiry years of the tax losses carried forward 2008 2007
2008 - 981
2009 1,094 8,860
2010 6,879 7,876
2011 4,131 4,131
2012 6,217 6,217
2013 4,223

22,544 28,065

Effective from 24 April 2003, investment allowangaovided a deduction from the corporate tax
base of 40% of the cost of the purchases or pramuof the new fixed assets subject to depreciation
and exceeding TL 10,000 (2007: TL 10,000) and dliyerelated with the production of goods and
services. Investment allowance that arose pri@dtédpril 2003 was subject to 19.8% withholding tax
unless they were converted to the new applicatidgheawill of companies. All investment allowances
were carried forward with indexed amounts. Withpeeg to the new legislation effective from 1
January 2006, these unused investment allowancelsl d® used until 31 December 2008 and
investment allowances ceased to apply to the ngasiments to be made beginning from 1 January
2006, but continued to apply to the investmentgedabefore 1 January 2006. The Group had not
recognized any deferred tax asset on those invesitiewances.

At 31 December 2008 and 2007, the Group has foligwinused investment allowances. The unused
investment allowances can not be used after 31rDieee2008.

Expiry years of

investment allowances 2008 2007
Subject to Subject to Subject to Subject to
19.8% 0% 19.8% 0%
withholding withholding withholding withholding
tax tax tax tax
2008 - - 61,377 26,773
Total - - 61,377 26,773
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21. INCOME TAXES (continued)

15% withholding tax applies to dividends distritditby resident corporations to resident or non-
resident real persons, those who are not liabler texempt from income and corporation tax, non-
resident corporations (excluding those that acagivelend through a registered office or permanent
representative in Turkey). Dividend distributionsrisident corporations to resident corporatioms ar
not subject to a withholding tax. Furthermore,hie event the profit is not distributed or included
capital, no withholding tax shall be applicable.

According to the article 13 titled “the disguisefit distribution by way of transfer pricing” ohé
Corporate Tax Law, if prices or considerations isgb for purchase or sale of goods or services
between the company and its related parties areomdistent with the arm’s length principle, the
profit hence from is regarded as fully or partiadigtributed in a disguised way by way of transfer
pricing. The arm’s length principle implies thaansfer prices or considerations applied in purchase
or sale of goods or services between related gastieuld be in accordance with prices which would
have been agreed between unrelated parties. Ctippwraare required to determine the price or
consideration applied in the transactions withteslgparties by choosing the method most appropriate
to the nature of the transaction among the comparabcontrolled price method, the cost plus
method, the resale minus method or the other metldedermined by them. The income fully or
partially distributed in a disguised way througanisfer pricing is considered as dividend distridute
by the resident corporations and the amount tramsfeback to the head office by the non-resident
corporations as of the last day of the fiscal pkrowhich the conditions stipulated in this asire
realized, with respect to the application of Cogterand Income Tax Laws. The former assessments
of tax are adjusted accordingly for the tax-paymmg a party to these transactions provided tiet t
tax to be charged to the corporation making thguised profit distribution is finalized and paid
before this adjustment is made.

In Turkey, the tax legislation does not permit aepéa company and its subsidiaries to file a
consolidated tax return. Therefore, provision fakes, as reflected in the consolidated financial
statements, has been calculated on a separatg{eaits.

Major components of income tax expense for thes/eaded 31 December 2008 and 2007 are as
follows:

2008 2007
Consolidated income statement
Current income tax
Current income tax charge 3,489 17,237
Deferred income tax
Relating to origination and reversal of temporaiffedences 3,169 (3,983)
Income tax expense per consolidated income statenten 6,658 13,254
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21. INCOME TAXES (continued)

Deferred tax assets and liabilities at 31 Decer@béB8 and 2007 are as follows:

2008 2007
Deferred tax liabilities
Valuation and depreciation differences of fixededss 271 239
Gross deferred tax liabilities 271 239
Deferred tax assets
Deferred tax on tax loss carry forward - 199
Reserve for possible loan losses 1,103 2,128
Employee bonus provision 81 79
Provision for employee unused paid vacation obilogat 604 541
Provision for employee termination benefits obligat 365 367
Credit card bonus liability 106 61
Derivative financial instruments 1,146 4,002
Valuation and depreciation differences of fixededss 361 213
Valuation differences of securities 804 188
Other 78 35
Gross deferred tax assets 4,648 7,813
Deferred tax assets, net 4,377 7,574
Movement of net deferred tax assets can be presestollows:
2008 2007
Deferred tax assets, net at 1 January 7,574 3,820
Deferred income tax recognized in consolidatednmestatement (3,169) 3,983
Deferred income tax recognized in equity (28) (229)
Deferred tax assets, net at 31 December 4,377 457

(50



GSD Holding Anonim irketi

Notes to the Consolidated Financial Statements

As at and for the Year Ended 31 December 2008

(Currency - Thousands of Turkish Lira (“TL") unkestherwise stated)

21. INCOME TAXES (continued)

A reconciliation between income tax expense catedleby multiplying the net profit/(loss) from
operating activities before income tax and minonitierest with the applicable income tax rate and
the income tax expense in the consolidated incdatersent of the Group is as follows:

2008 2007
Profit before income tax and minority interest 30348 72,399
Corporate tax at applicable rate of 20% (2007: 20%) (6,069) (14,479)
Effect of different corporate tax rates (1,219) 879
Effect of non-deductible expenses (395) (514)
Effect of non-taxable income 52 88
Effect of non-taxable exchange differences relatdequity of controlled
foreign subsidiary 370 (271)
Effect of profit on sale of property held for sale (18) 51
Effect of profit distributed from inflation adjusent - (156)
Effect of non-taxable dividend income distributedinfi the current year profit
of foreign subsidiary 80 -
Effect of recognition /(reversal) of deferred tasset on tax loss carry forwards - 199
Effect of utilization of tax loss carry forwards winich no deferred tax asset
was recognized previously 1,553 401
Effect of recognition of deferred tax asset on dpgmax base, net - 759
Effect of recognizing no deferred tax asset overdirrent year tax loss (845) (1,244)
Effect of unrecognized deferred tax (asset)/ lighdn some income or
expense items and other, net (167) 1,033
Income tax expense in the consolidated income statent (6,658) (13,254)

Prepaid income taxes are netted off against theocate income taxes payable as follows:

2008 2007

Corporate income taxes payable
Prepaid income taxes

3,489 17,237

(3130)  (14,245)

Income taxes payable, net

359 2,992
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22. DERIVATIVES

In the ordinary course of business, the Group entep various types of transactions that involve
derivative financial instruments. A derivative fir@al instrument is a financial contract betweeno tw

parties where payments are dependent upon movemneptie in one or more underlying financial

instruments, reference rates or indices. Derivafimancial instruments include forwards, swaps,
futures and options.

The table below shows the favorable (assets) afavarable (liabilities) fair values of derivative
financial instruments together with the notionalcamts analyzed by the term to maturity. The
notional amount is the amount of a derivative's emhdng asset, reference rate or index and is the
basis upon which changes in the value of derivatare measured. The notional amounts indicate the

volume of transactions outstanding at year-endaaacheither indicative of the market risk nor ctedi

risk.
2008
Notional
Fair  Fair value- amount
value- liabilities inTL Upto1l 1to3 3t06 6to 12 1to5
assets equivalent months months months months years
Derivatives held for trading
Derivatives held for trading for currency purchaseand sale
Forward purchase contract 2,431 3,782 268,592 256,1 114,246 8,221 - -
Forward sale contract 4,177 1,461 (270,475) (148,20 (114,168) (8,103) - -
Currency swap purchase 46 3,850 251,047 222,152 7925, 3,101 - -
Currency swap sale 855 208 (254,911) (224,548) 1623, (3,211) - -
Options purchase contract 113 - 20,914 14,905 6,009 - - -
Options sale contract - 130 (20,913) (14,903) ®)01 - - -
Cash inflows of derivatives 2,590 7,632 540,553 383,182 146,049 22,3 - -
Cash outflows of derivatives 5,032 1,799 (546,299) (387,655) (147,330) ,313) - -
Other derivatives held for trading
Currency default swap - 3,612 120,984 - - 180,9
7,622 13,043 115,238 (4,473) (1,281) 8 120,984
2007
Notional
Fair  Fair value- amount
value- liabilities in TL Upto1l 1to3 3to6 6to 12 1to5
assets equivalent months months months months years
Derivatives held for trading
Derivatives held for trading for currency purchaseand sale
Forward purchase contract 275 15,691 207,058 81,711 99,074 5,487 20,786 -
Forward sale contract 1,445 93 (224,600) (81,682) 114,210) (5,289) (23,419) -
Currency swap purchase - 4,749 455,800 377,765 - ,0338 - -
Currency swap sale 199 1,149 (465,414) (380,904) - (84,510) - -
Options purchase contract 611 30 101,255 33,074 8607, 7,504 12,817 -
Options sale contract - 425 (101,217) (33,036) g987%) (7,504) (12,816) -
Cash inflows of derivatives 886 20,470 764,113 492,550 146,934 %l,02 33,603 -
Cash outflows of derivatives 1,644 1,667 (791,231) (495,622) (162,071) 97,303) (36,235) -
Other derivatives held for trading
Futures share purchase contract - - 138 - - 138 -
2,530 22,137 (26,980) (3,072) (15,137) (6,139) 632) -
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23. RELATED PARTY DISCLOSURES

Parties are considered to be related if one patythe ability to control the other party or exseci
significant influence over the other party in makithe financial and operating decisions. For the
purpose of these consolidated financial statememtspnsolidated subsidiaries and other companies
of the shareholders are referred to as relatedepaRelated parties also include individuals drat
principle owners, management and members of thedBafeDirectors and their families.

In the course of conducting its business, the Groopducted various business transactions with
related parties on commercial terms and at ratéshadpproximate market rates:

2008 2007
Other Other
related related
parties  Shareholders Directors parties  Shareholders Directors

Cash loans 1,556 23 32 1,733 12 9
Non-cash loans 156 - - 208 - -
Deposits 268 10,154 9,016 2,209 14,553 8,447
Interest income 97 - 7 94 - -
Interest expense 162 567 1,269 811 866 655
Other income 17 - - 34 - -
Other expense 112 1,511 - 50 1,265 -

In the year 2008, the executive and non-executivambers of the Board of Directors and
management received remuneration and fees tofalir@j936 (2007: TL 8,034).

24. SHARE CAPITAL / TREASURY SHARES

The increase in the issued capital of the Companméans of a rights issue with a nominal amount
of TL 50,000 from TL 200,000 to TL 250,000 basedtba decision dated 30 January 2008 of the
Board of Directors of the Company has occurred by buse of the preemptive rights by the
shareholders at nominal value between 1 May 20@81&nMay 2008 and the offering of the shares
not purchased by the shareholders through the fusee reemptive rights to the public on 29 May
2008 at market prices with a share premium of TLH&nsaction costs of TL 193 arising from this
capital increase are classified in equity togethigh the share premium.

At 31 December 2008 and 2007, the nominal valnesramber of shares of the issued capital of the
Company are as follows in terms of share groups:

2008 2007
Nominal Nominal
value Total nominal value Total nominal
Total number per share value Total number per share value
Share group of shares (full TL) (full TL) of shares (full TL) (full TL)
A (registered shares) 39,280 0.01 392.80 31,424 10.0 314.24
B (registered shares) 39,280 0.01 392.80 31,424 10.0 314.24
C (registered shares) 39,280 0.01 392.80 31,424 01 0. 314.24
D (bearer shares) 24,999,882,160 0.01 249,998,821.619,999,905,728 0.01  199,999,057.28
Total 25,000,000,000 250,000,000.00  20,000,000,000 200,000,000.00
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24. SHARE CAPITAL / TREASURY SHARES (continued)

At 31 December 2008 and 2007, the carrying and naivialues and ownership percentages of the
treasury shares, which consist of the shares o€tmapany that are owned by GSD [ricaret A.
and GSD Yatr m Bankas A., are as follows:

2008 2007
The owner of the treasury ~ Carrying Nominal Ownership Carrying Nominal  Ownership
shares value value percentage value value percentage
GSD Yatr m Bankas A.. 7,564 8,419 3.367% 5,880 6,735 3.367%
GSD D Ticaret A. . 2,832 2,806 1.122% 1,795 1,889 0.945%
Total 10,396 11,225 4.489% 7,675 8,624 4.312%

Privileges

(A) group shares can only be transferred to (Bugrghares and (B) group shares can only be
transferred to (A) group shares.

(A) and (B) group shares cannot be transferredthéosame group, neither to (C) & (D) group nor to
the third parties.

The Company’s Board of Directors consist of 9 mermslvehich are selected by the general assembly
according to Turkish Commercial Code. 5 memberthefboard of directors are selected from the
candidates of (A) group shareholders, 2 memberm the candidates of (B) group shareholders and 2
members from the candidates of (C) group sharel®loethe general assembly.

Auditors are selected from the candidates propbge@) group shareholders. The re-election of the
auditors is possible.

The cancellation of privileges given to (A) groupassholders is possible only with a quorum for
meeting and decision of 51% of the (A) group shaladrs, the quorum for decision being
independent from the numbers of shareholders wieadto assembly.

The cancellation of privileges given to (B) groupaseholders is possible only with a quorum for
meeting and decision of 51% of the (B) group shaldgrs, the quorum for decision being
independent of the numbers of shareholders whaatteassembly.

The cancellation of privileges given to (C) groupaeholders is possible only with a quorum for

meeting and decision of 51% of the (C) group shaldshs, the quorum for decision being
independent of the numbers of shareholders whadatteassembly.
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25. LEGAL AND OTHER RESERVES AND RETAINED EARNINGS

The Company’s statutory retained earnings condishe ordinary reserves and the first and second
legal reserves.

Publicly held companies make their dividend appedfmn in accordance with CMB regulations and
Turkish Commercial Code as follows:

The legal reserves consist of the first and themsgdegal reserves in accordance with the Turkish
Commercial Code. 5% of statutory profits are appgetpd as the first legal reserve until the total
reserve reaches a maximum of 20% of the entityareskcapital. The second legal reserve is
appropriated at the rate of 10% of all distribution excess of 5% of the entity’s share capitaihey
corporations with the exception of holding compani€he first and second legal reserves are not
available for distribution unless they exceed 500the share capital with the exception of holding
companies, but may be used to absorb losses ivtd that the general reserve is exhausted.

According to the regulations of Capital Markets Bbaf Turkey, an exchange-traded company is
required to distribute at least 20% of its netrdistable profit arising from its financial statentg in
accordance with International Financial Reportintan8ards which is not to exceed its net
distributable profit arising from its statutory &incial statements based on its books of account, if
dividend to be distributed exceeds %5 of its isscapital, otherwise it is able to maintain its firof
wholly in its retained earnings without any disttilon. Dividend to be distributed by an exchange-
traded company from its net distributable profisisng from its financial statements in accordance
with International Financial Reporting Standardsrégjuired to be met by the total of its net
distributable profit after offsetting its prior yeldsses, if any, and other items that may be itisked

as dividend arising from its statutory financiatsiments based on its books of account and dividend
distribution may be in cash or by means of shapéta@laincrease through bonus issue or part in cash
and part through bonus issue according to the sagudations.

26. COMMITMENTS AND CONTINGENCIES

In the normal course of business, the Group unkiestararious commitments and incurs certain
contingent liabilities that are not presented ia financial statements including:

2008 2007

Letters of guarantee 863,022 1,098,419
Letters of credit 137,290 249,004
Acceptance credits 9,813 13,556
Pre-financing given as guarantee 1,408 2,795
Other guarantees 35,425 42,548
Total non cash loans 1,046,958 1,406,322
Other commitments 97,109 105,338
Credit card limit commitments 206,354 203,486

1,350,421 1,715,146
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26. COMMITMENTS AND CONTINGENCIES (continued)
Litigation

A customer has sued Tekstil Bankas An 1998 with the claim that his deposit has beéhdrawn
from his account with false documents. The amaosidtustralian Dollars 1,299,213 (equivalent to TL
1,357 as at 31 December 2008). The trial is gtilpfogress and no provision has been made, as
professional advice indicates that it is unlikdigttany loss will arise.

A lawsuit was filed against the Company and a tpady, by Hit Haz r Giyimmalat ve Ticaret A..

to determine that some D group shares of GSD Hgldin. with a nominal value of TL 14, claimed
to be belonging to a third party, were actuallyobpging to Hit Haz r Giyimmalat ve Ticaret A..,

the plaintiff demanding from the Company to prevtm conflict between the two parties and to
ensure the delivery to itself of the shares whioh @ander the custody of Takasbank. The case is
rejected and the Group is waiting for the courtislea to become definite.

Fiduciary Activities

The Group provides custody, investment managemachtaavisory services to third parties. Those
assets that are held in a fiduciary capacity atenotuded in these financial statements.

At 31 December 2008, the Group manages 4 investifugras (2007-4) which were established
under the regulations of the Turkish Capital Mask@bard. In accordance with these regulations and
the charters of the funds, the Group purchasessaiisl marketable securities on behalf of funds,
markets their participation certificates and pregather services in return for a management fde an
undertakes management responsibility for their aijans.

At 31 December 2008, the Group had investment dysadccounts amounting to TL 105,145 (2007:
TL 89,555).

27. OPERATING INCOME

a) Service Income and Cost of Service

2008 2007
Income from banking services 17,501 16,882
Fees and commission income 15,581 19,253
Fund management fee 1,276 1,493
Swift income 673 867
Service income 35,031 38,495
Fees and commission expense (4,392) (4,818)
Swift expense (185) (167)
Cost of service (4,577) (4,985)
Service income less cost of service 30,454 33,510
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27. OPERATING INCOME (continued)

b) Interest Income / (Expense)
2008 2007
Interest Income
Interest on loans and advances 375,199 322,343
Interest on securities 59,301 52,164
Factoring interest income 23,401 24,078
Interest on deposits with other banks and finanpgtltutions 16,570 13,928
Interest income on lease contracts 12,798 8,267
Interest on other money market placements 961 4
Other interest income 2,004 8,766
Interest Income 490,234 429,550
Interest Expense
Interest on deposits (209,092) (147,892)
Interest on funds borrowed (81,298) (55,914)
Interest on other money market deposits (24,896) 2,2(B)
Other interest expense (163) (259)
Interest Expense (315,449) (246,278)
Net Interest income 174,785 183,272
C) Provision (expense)/income arising from financlasector operations
2008 2007
Provision for loans and advances to customers 870,6 (12,285)
Credit card bonus provision (224) 61
Provision for unindemnified non-cash loans 781 724
Provision for finance lease receivables (180) 233
Provision for factoring receivables (354) (246)
Total (40,664) (11,513)
d) Other operating income/(expense), net
2008 2007
Reversal of provision for employee termination Bigs@bligation 41 1,865
Reversal of employee bonus provision 71 -
Recoveries of loans previously written off in prigars 6,347 1,036
Recoveries of receivables subject to legal procegdi - 1,028
Reversal of provision for employee unused paid tiacabligation - 282
Saving deposit insurance premium expense (2,393) (1,895)
Provision for doubtful trade receivables (165) (811)
Finance expense other than interest expense ahdrme gain/(loss) on borrowings (378) (423)
Sales income on fixed asset subject to financédde 77 29
Paid credit card bonus expense (1,356) (756)
Banking Regulation and Supervision Agency contidruexpense (647) (460)
Other income / (expense) , net (165) 2,236
Total 1,432 2,131
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28. OPERATING EXPENSES

2008 2007
Personnel expenses 101,732 80,308
Rent expenses 11,545 9,392
Communication, electricity and maintenance expenses 9,771 8,877
Amortization and depreciation expenses 7,904 5,497
Taxes paid other than on income 3,066 3,140
Insurance premium expense 1,949 1,678
Transportation expense 1,934 1,519
Cleaning expense 1,532 1,261
Advertising expenses 1,426 11,114
Subsidiary’s share capital increase expenses 206 -
Other expenses 6,837 6,618
Total 147,902 129,404
Personnel expenses
2008 2007
Wages and salaries 74,585 59,771
Cost of defined contribution plan 10,386 8,661
Other fringe benefits 4,607 6,679
Paid expense for employee termination benefitgatibn 2,534 510
Paid bonus expense 1,283 1,334
Paid expense for unused paid vacation obligation 676 325
Provision expense for unused paid vacation obbgati 364 674
Provision expense for employee termination benefitgyation 73 53
Bonus provision expense 66 526
Other 7,158 1,775
Total 101,732 80,308
29. OTHER INCOME / (EXPENSE), net
Other Income
2008 2007
Gain on sale of property and equipmemd property held fi
sale 1,820 278
Total 1,820 278
Other Expense
2008 2007
Provision for impairment on property held for sale 1,814 203
Loss on sale of property and equipmamid property held fi
sale 371 5
Total 2,185 208
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30. EARNINGS PER SHARE

Basic earnings per share (EPS) is calculated bigidiy the net profit for the year by the weighted
average number of ordinary shares outstanding glutie year adjusted, for “Bonus Shares” when
they are issued to shareholders without any corsida as explained below, subsequent to the date
of financial statements, but before their authdiira

In Turkey, companies can increase their share alapit making a prorata distribution of shares
(“Bonus Shares”) to existing shareholders withownsideration for amounts resolved to be
transferred to share capital from retained earnargsrestatement differences. For the purposeeof th
EPS calculation such Bonus Shares are regarde@sdividends. Dividend payments made in the
form of free shares are regarded similarly. Acaaogtyi the weighted average number of shares used
in EPS calculation is derived by giving retroactaféect to the issue of such shares.

The following reflects the data used in the basimigs per share computations:

2008 2007
Net income 18,641 46,040
The weighted average number of shares with a ndwithae of full TL 1 221,599,993 191,375,986
Basic earnings per share with a nominal value of fuTL 1 0.084 0.241

(59



GSD Holding Anonim irketi

Notes to the Consolidated Financial Statements

As at and for the Year Ended 31 December 2008

(Currency - Thousands of Turkish Lira (“TL") unkestherwise stated)

31. FINANCIAL RISK MANAGEMENT
REGULATIONS REGARDING THE RISK MANAGEMENT IN THE GR OUP COMPANIES
Regulations Regarding Liquidity Risks of the GroupBanks

In the Group banks, in accordance with banking legns, total liquidity adequacy ratio and foreign
currency liquidity adequacy ratio related to thestfimaturity bracket are calculated as of each
working day for the following seven day period;aoliquidity adequacy ratio and foreign currency
liquidity adequacy ratio related to the second migtlracket are calculated as of the last working
day of the week for the following thirty one dayripel. Short-term asset and liability items and non-
cash credits and commitments which are requiredetgaid on their maturities are taken into this
calculation on their amounts weighted in the prtipas stated in the relevant communiqué and
foreign currency indexed assets and liabilities tateen into this calculation as TL items (foreign
currency indexed assets and liabilities are to dganded as foreign currency items only for the
calculation of foreign currency liquidity adequatio for a period of 18 months starting from 26
January 2009). The weekly simple arithmetic averzgine total liquidity adequacy ratios related to
the first maturity bracket and the total liquiddgequacy ratio related to the second maturity latack
can not be lower than 100%; the weekly simple arétic average of the foreign currency liquidity
adequacy ratios related to the first maturity besicknd the foreign currency liquidity adequacyaati
related to the second maturity bracket can nobtvei than 80%.

Regulations Regarding Foreign Exchange Risks of th@roup Banks

In the Group banks, in accordance with banking leggns, the standard ratio of foreign currency net
overall position/shareholders’ equity, is calcuth&es of each working day on a separate basis and as
of the period ends as of which the consolidatededtadders’ equity is calculated on a consolidated
basis. The weekly simple arithmetic average ofahsolute values of the standard ratios of foreign
currency net overall position/shareholders’ equitjculated as of each working day and the absolute
value of the standard ratio of foreign currency eegrall position/shareholders’ equity calculated o
the consolidated financials can not exceed 20%. fdheign currency net overall position indicates
the difference between the TL equivalents of thaltof all foreign currency assets including all
foreign currency asset accounts, foreign currendgxed assets, forward foreign currency purchase
commitments and the total of all foreign curreniapilities including all foreign currency liability
accounts, foreign currency indexed liabilities,ward foreign currency selling commitments. The
shareholders’ equity as of the last period endutaled according to The Communiqué on the
Shareholders’ Equities of Banks is taken into thkewation of the standard ratio of foreign curngnc
net overall position/shareholders’ equity.

Regulations Regarding Capital Adequacy Requirementef the Group Banks

In the Group banks, in accordance with banking legns, the capital adequacy ratio formulated as
“shareholders’ equity/(the amount taken as theshiasihe credit risk+the amount taken as the lasis
the market risk (comprising the interest rate rtbletforeign exchange risk+the clearing risk+the
commodity price risk)+the amount taken as the bé&sishe operational risk)” is required to be
calculated on separate and consolidated bases egictine minimum 8% and held at this level.

The shareholders’ equity is calculated accordinthéorules and principles stated in the Communiqué
on the Shareholders’ Equities of Banks.

The amount taken as the basis to the credit riglaliculated for the credit risk arising from the- on
balance sheet asset items, non—cash credits, coranig and derivative financial instruments.
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31. FINANCIAL RISK MANAGEMENT (continued)

The amount taken as the basis to the market riglalisulated for the market risk comprising the
general market risk and specific risk related @ pbsitions on the financial instruments with ietdr
rate-linked returns, equity and mutual fund shatbg foreign exchange risk arising from the
positions on all the on-balance sheet foreign cuyeasset and liability items, the foreign currency
irrevocable non-cash credits and derivative finahitistruments; the clearing risk for the loss & b
incurred by the banks due to the price changeleotihderlying securities, foreign currency items or
commodities in the case of a clearing transactiefault for the transactions on the delivery of a
security, foreign currency item or commodity at tvéce and maturity specified in the agreement
requiring the both parties to meet their obligasicet the maturity; the commodity risk for the
commodity-based derivative financial instrumentd precious metals.

The amount taken as the basis to the operatioslaigicalculated for the losses arising from migsin
out mistakes and misapplications due to the shaiitogs of the bank internal controls, not being able
to behave according to the time and conditionshigyltank management and personnel, the errors in
managing the bank, the errors and shortcomingsemianagement information systems and disasters
such as earthquake, fire and flood or terror atack

Regulations Regarding Capital Adequacy Requirementsof the Group Capital Market
Intermediary Institution (Brokerage Company )

The Group Brokerage Company is required to mainth& minimum equity at the total of the
amounts specified in the relevant communiqué imirrefor each authorization certificate it has
obtained from the Capital Markets Board of Turkey.

The capital adequacy floor of the Group Brokeragen@any, is calculated by the deduction of the
fixed assets and the receivables without collatémain the personnel, shareholders, associated
companies, subsidiaries and the persons and lagaés which are directly or indirectly relatedtas

the ownership, management and supervision evdreicdpacity of a customer and the capital market
instruments issued by these persons and legalesntihd not traded in any exchange market and
other organized markets from its total sharehold=gaity calculated in accordance with the reldévan
communiqué and cannot be lower than each of timsitef the minimum equity requirement at the
total of the amounts required in return for eacltharization certificate it owns, risk provision,
administrative expenses for the last three mongiisrb the valuation date.

The Group Brokerage Company calculates the riskigian for the position risk, counterparty risk,
concentration risk and foreign exchange risk fahkibe on-balance sheet and off-balance sheet items
at the rates specified in the relevant communiqué.

Position risk indicates the risks arising from @véce fluctuations due to the reasons related ¢o th
issuers of the assets and the exchange marketsidh these assets are traded and the changes in the
current values of the receivables and payablescdhaterparty risk indicates the risks in takinglba
the assets arising from lending and entering inteerocommitments and delivering the assets as a
loan, deposit and collateral without sufficientlatéral; the concentration risk indicates the msthe
case a specific asset or liability of the brokerhgaese constitutes a materially large proportiothef
capital adequacy floor; the foreign exchange niskdates the risk the total of the net short posti
calculated for each foreign currency constitutdse position risk, counterparty risk, concentration
risk and foreign exchange risk are not calculawdle items wholly deducted in the calculations of
capital adequacy floor. The total of the risk psiens calculated for an item cannot be higher than
the current value of the relevant item.
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31. FINANCIAL RISK MANAGEMENT (continued)

Regulations Regarding General Lending Limit of theGroup Capital Market Intermediary
Institution (Brokerage Company)

The total of on-balance sheet short term and leng tiabilities of the Group Brokerage Company
including its liabilities or commitments arisingofn intermediary underwriting, its payables to
clearing institutions and its customers cannot edck5 times its capital adequacy floor (respedtivel
20 or 30 times its capital adequacy floor for thekerage houses holding equity 5 or 10 times the
minimum equity requirement for the certificate ofitleorization for purchasing and selling
intermediation specified in the relevant communiqué

Regulations Regarding Liquidity Requirement of the Group Capital Market Intermediary
Institution (Brokerage Company)

The liquidity requirement of the Group Brokeragen@any is to maintain the current assets
calculated in accordance with the relevant commuéni@s much as its current liabilities at least.

Regulations Regarding Placement Limits of the GroupLeasing and Factoring Companies

In accordance with the relevant directive, the Itath net financial lease receivables and other
receivables from lessees of financial leasing carnigsaand the total of factoring receivables arising
from placements of factoring companies cannoteddhirty times their shareholders’ equity.

Regulations Regarding the Provisions To Be Set Agast the Receivables of the Group Banks,
Financial Leasing And Factoring Companies

The Group banks, financial leasing and factoringnpanies, in accordance with the relevant
directive, are required to set a provision agatihstlosses with uncertain amount arising or expkcte
to be arising from their loan, finance lease araddiang and other receivables in accordance wigh th
methods and principles specified in the relevantrooniqué and directive.

The Group banks, financial leasing and factoringpanies are required to set a specific provision

a) in the ratio of at least 20% of their receivabldsoge principal or interest or both of them are
more than 90 days but less than 180 days due (tharel50 days but less than 240 days due
for the Group financial leasing company, being @ffe from 1 January 2008) from the
maturity date or the date of payment,

b) in the ratio of at least 50% of their receivabldwge principal or interest or both of them are
more than 180 days but less than a year due (rhare240 days but less than a year due for
the Group financial leasing company, being effecfrom 1 January 2008) from the maturity
date or the date of payment,

¢) in the ratio of at least 100% of their receivablM®se principal or interest or both of them
are more than a year due from the maturity dateedate of payment.

The Group banks, financial leasing and factoringnganies can set a specific provision at their will
(banks, in the above-mentioned ratios; financiakleg and factoring companies, in the ratios to be
determined by themselves) against their loan, fiedease and factoring and other receivables, even
if the length of non-payment did not exceed thevebmentioned terms, taking into account the
credibility of the debtor and the other criteriaesified in the relevant communiqué and directive.
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31. FINANCIAL RISK MANAGEMENT (continued)

The Group banks, financial leasing and factoringyganies are required to classify the collaterals
held as security against their loan, finance |easkfactoring and other receivables into four geoup
specified in the relevant communiqué and directind follow them in this way. The amount of the
collateral is only taken into account in the deteation of the amount of the specific provisionaas
deduction from the amount of the receivable iniBw-mentioned ratios:

The ratio in which the first group of collaterale @ be taken into account: 100%
The ratio in which the second group of collateeatsto be taken into account: 75%
The ratio in which the third group of collaterate & be taken into account: 50%
The ratio in which the fourth group of collateral® to be taken into account: 25%

The Group banks are required to set a general gioovin the ratio of 1% of the total of the cash
loans and in the ratio of 0.2% of the total of ksters of guarantee, endorsements and guaranides a
other non-cash loans, against which a specificipi@mv are not set, (being effective from 6 February
2008; in the ratio of 1% of the total of the cashrls and in the ratio of 0.2% of the total of thitelrs

of guarantee, endorsements and guarantees and ratherash loans, belonging to the group of
standard loans against which a specific provisienret set; and in the ratio of 2% of the totathodf
cash loans and in the ratio of 0.4% of the totaltteé letters of guarantee, endorsements and
guarantees and other non-cash loans, belongingetgroup of close watch loans against which a
specific provision are not set). The Group finahlgasing and factoring companies can set a general
provision at their will against the losses with artain amount expected to be arising from their
finance lease and factoring receivables even if mincipal or interest or both of them are nospa
due or less than 90 days due.

MARKET RISK

Market risk is the risk of loss from the Group'saffibalance sheet items, caused by the volatitity
interest rates, stock prices and foreign currexchange rates.

The top management closely monitors the amount afket risk, to which the Group has been
exposed or can be exposed with regards to itsiposiTherefore, Market Risk Committees are
constituted in the Group’s banks and the marké&srare measured by employing the measurement
models in accordance with the “Regulation on Meaisignt and Assessment of Capital Adequacy of
Banks “ and reported to the top management.

Furthermore, the market risk is mitigated by deteing the scope of buy/sell transactions, the
instruments used in buy/sell transactions, the atarkhat buy/sell transactions are realized and the
limits regarding the buy/sell transactions that ganerate market risk in the Group’s banks.

SENSITIVITY ANALYSIS FOR MARKET RISK

According to International Financial Reporting Stard No 7, there are three types of market risk:
interest rate risk, currency risk and other pris&.rOther price risk may include risks such asityqu
price risk, commodity price risk, prepayment rigk.(the risk that one party to a financial assiit w
incur a financial loss because the other partyygarlier or later than expected) and residualeval
risk. At 31 December 2008 and 2007, since the Gsoognsolidated exposure to other price risk is
not material, the Group’s consolidated sensitighalyses are given below in relevant sections only
for interest rate risk and currency risk.
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31. FINANCIAL RISK MANAGEMENT (continued)

CREDIT RISK

Financial instruments contain an element of risk the counter parties of the Group may be unable
to meet the terms of the agreements, totally ctigiigr

The Credit Evaluation and Monitoring Departmentshiea Group’s banks are responsible to manage
the credit risk. The leasing company of the Groap & department which follows up the risk of the
leasing receivables besides the credit risk manigodepartment.

In the Group banks, a rating system related with ftllow-up of the credit risk on company and
group basis has been initiated, and the top manageisinformed regularly about the company and
group risks.

The credibility of the debtors of the Group Banksassessed periodically in accordance with the
“Communiqué on Methods and Principles for the Dateation of Loans and Other Receivables to
be Reserved for and Allocation of Reserves”.

There are control limits on forward transactionesggnents and for those instruments the credit sisk i
assessed together with the other potential risksetefrom the market fluctuations.

In forward transactions, the fulfillment of rightsd acts materialize at maturity. However, in otder
minimize the risk, the risk is closed by purchadihg reverse position from the market if necessary.
For credit transactions carried out abroad, a stracconsidering the country risk and market
conditions of the related countries exists; newaetss, such risks do not exist in the portfolio.awh
the activities of the Group in the internationahkiag market are assessed, the concentration of the
international credit risk is considered to be low.
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31. FINANCIAL RISK MANAGEMENT (continued)

The breakdown of cash and non-cash loans as tetimaugroups is as follows;

2008 2007

Cash Non-Cash Cash Non-Cash
Construction 169,963 367,033 280,894 440,347
Food and Beverage 169,437 39,280 216,688 79,030
Textile 128,653 41,532 195,792 76,410
Service 120,492 23,301 127,226 49,548
Automotive 106,829 39,257 120,698 36,254
Energy 87,335 89,466 63,314 90,800
Production 64,559 57,531 107,990 92,387
Finance 48,697 103,159 211,635 129,632
Chemicals 43,965 20,188 84,725 34,443
Main metal products and processed materials 43,153 24,697 53,521 25,575
Tourism 35,403 12,037 43,230 13,284
Iron and steel 32,218 46,965 106,734 95,670
Foreign trade 27,978 31,551 29,961 49,119
Electronics 27,583 37,719 42,573 53,012
Paper production and publishing 10,826 9,834 34,473 10,524
Agriculture 16,284 19,349 32,340 22,591
Other 188,704 84,059 323,256 83,919
Corporate loans 1,322,079 1,046,958 2,075,050 1,383
Consumer loans 242,990 - 176,709 23,777
Interest accruals (*) 30,093 - 26,798 -
Loans in arrears 59,512 - 31,164 -
Provision for possible loan losses (31,494) - (2912 -
Total 1,623,180 1,046,958 2,280,510 1,406,322

(*) Including accumulated foreign exchange gailo$g) on loans indexed to a foreign currency.
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CREDIT RISK ANALYSIS OF FINANCIAL INSTRUMENTS

Receivables
Trade Other Balances Minimum
receivables receivables ";'::1 %Eti::rs Derivative | Loans and paI;riZits

Related | Other | Related | Other | financial | Marketable | financial | advances to| Factoring | receivable,
31 December 2008 party party party party institutions | securities | instruments | customers | receivables net
The maximum exposure to credit risk at the end oftte reporting period (A+B+C+D+E) 2 109 -] 9,335 745,910 390,462 7,622 2,972,479 32,090 81,046
- The part of the maximum exposure to credit ristigated by a collateral held as security and otiredit enhancements - - - - - - 2,218,047 32,090 81,046
A. The net carrying amount of the financial assle#s$ are neither past due nor impaired 2 109 - 9,335 745,910 390,462 7,622 1,547,312 32,090 79,185
B. The net carrying amount of the financial as#eds would otherwise be past due or impaired whesas have been renegotiated - - - - - - - 163 - -
C. The net carrying amount of the financial asigs are past due but not impaired - - - - - - - 42,171 - 893
- The part mitigated by a collateral held as ségianmd other credit enhancements - - - - - - - 25,214 - 893
D. The net carrying amount of the financial asfleds are individually or collectively determinedkie impaired - - - - - - - 32,412 - 968
- Past due (gross carrying amount) - - - - - - - 59,512 1,842 2,315
- Impairment provision (-) - - - - - - - (25,978) (1,842) (1,629)
- The part mitigated by a collateral held as ségamd other credit enhancements - - - - - - - 23,274 - 686
- Not past due (gross carrying amount) - - - - - - - 5,516 - 655
- Impairment provision (-) - - - - - - - (6,638) - (373)
- The part mitigated by a collateral held as ségamd other credit enhancements - - - - - - - 3,548 - 282
E. Off-balance sheet credit risk - - - - - - - 1,350,421 - -
31 December 2007
The maximum exposure to credit risk at the end oftte reporting period (A+B+C+D+E) 15 251 9,854 351,477 298,206 2,530 3,993,753 103,824 65,659
- The part of the maximum exposure to credit ristigated by a collateral held as security and otiredit enhancements - - - - - - 2,719,132 103,824 65,659
A. The net carrying amount of the financial assleds are neither past due nor impaired 15 251 -| 9,854 351,477 298,206 2,530 2,253,453 103,824 65,215
B. The net carrying amount of the financial as#ieds would otherwise be past due or impaired wheses have been renegotiated - - - - - - - 329 - -
C. The net carrying amount of the financial astigds are past due but not impaired - - - - - - - 14,136 - 654
- The part mitigated by a collateral held as ségamd other credit enhancements - - - - - - - 3,977 - 654
D. The net carrying amount of the financial assiedas are individually or collectively determinedhie impaired - - - - - - - 10,689 - (210)
- Past due (gross carrying amount) - - - - - - - 31,164 1,508 1,612
- Impairment provision (-) - - - - - - - (18,572) (1,508) (1,822)
- The part mitigated by a collateral held as ségianmd other credit enhancements - - - - - - - 10,332 - -
- Not past due (gross carrying amount) - - - - - - - 10,639 - -
- Impairment provision (-) - - - - - - - (12,542) - -
- The part mitigated by a collateral held as ségamd other credit enhancements - - - - - - - 2,941 - -
E. Off-balance sheet credit risk - - - - - - - 1,715,146 - -
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31. FINANCIAL RISK MANAGEMENT (continued)

Ageing of the financial assets that are past due buot impaired
Receivables
Balances with
banks and Derivative Loans and Finance lease
Trade Other other financial | Marketable financial advances to Factoring receivables,
receivables receivables institutions securities instruments customers receivables net
31 December 2008
0-30 days past due - - - - 3,012 - 487
1-3 months past due - - - - 39,159 - 352
3-12 months past due - - - - - - 54
1-5 years past due - - - - - - -
Over 5 years past due - - - - - - -
Total - - - - 42,171 - 893
Part of the financial assets that are collateralizs - - - - 25,214 - 893
Ageing of the financial assets that are past due buaot impaired
Receivables
Balances with
banks and Derivative Loans and Finance lease
Trade Other other financial Marketable financial advances to Factoring receivables,

31 December 2007 receivables receivables institutions securities instruments customers receivables net
0-30 days past due - - - - 4,545 - 212
1-3 months past due - - - - 9,591 - 392
3-12 months past due - - - - - - 50
1-5 years past due - - - - - - -
Over 5 years past due - - - - - - -
Total - - - - 14,136 - 654
Part of the financial assets that are collateralizs - - - - 3,977 - 654

(67)




GSD Holding Anonim irketi

Notes to the Consolidated Financial Statements

As at and for the Year Ended 31 December 2008

(Currency - Thousands of Turkish Lira (“TL") unkestherwise stated)

31. FINANCIAL RISK MANAGEMENT (continued)

Collateral obtained against loans and advances taistomers that are not impaired: 2009 2007
Cash collateral 45,047 30,125
Mortgage on immovable properties 430,837 355,366
Treasury guarantee or public sector marketableriesucollateral - 1,442
Guarantees issued by financial institutions - -
Other collaterals (mortgage over movable propertiesstitutional and persongl

guarantees, guarantee notes) 819,871 1,436,840
Total 1,295,755 1,823,773
Collateral obtained against non-cash loans that araot impaired: 2008 2007
Cash collateral 10,159 12,252
Mortgage over immovable properties 79,743 24,319
Treasury guarantee or public sector marketableriesucollateral - 352
Guarantees issued by financial institutions - -
Other collaterals (mégage over movable properties, institutional andrsqeal

guarantees, guarantee notes) 805,568 845,163
Total 895,470 882,086
Collateral obtained against loans and advances thaire impaired: 2008 2007
Mortgage over immovable properties 20,333 6,113
Mortgage over motor vehicles 2,909 678
Other collaterals 32 3,541
Total 23,274 10,332
Collateral obtained against unindemnified non-casHtoans against which provision is

set: 2008 2007
Mortgage over immovable properties 2,215 25
Cash collateral 1,330 5
Other collaterals 3 2,911
Total 3,548 2,941
The collaterals obtained against finance lease regables in relation to the

outstanding lease contracts: 2008 2007
Guarantee notes 69,946 58,068
Mortgages 10,698 4,625
Checks 20 890
Cash collateral - 100
Letters of guarantee 10 269
Pledged deposit 362 151
Assignment of receivables 10 -
Total 81,046 64,103
Collateral obtained against factoring receivables: 2008 2007
Guarantees issued by financial institutions 419 6,240
Check collateral 1,629 2,166
Mortgages 70 70
Customer checks and notes 29,972 95,348
Total 32,090 103,824
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31. FINANCIAL RISK MANAGEMENT (continued)
LIQUIDITY RISK

Liquidity risk occurs when there is an insufficiearhount of cash or cash inflows to meet the cash
outflows in full and on time, resulting from thestable cash inflows.

Liquidity risk may occur when positions cannot besed on a timely basis with an appropriate price
and sufficient amount due to unfavorable marketd@dions. In factoring companies, in order to
mitigate the liquidity risk from the checks recaly¢he Group attaches importance to the colledttibil
of checks.

In the Group banks, the liquidity position is ewatkd on a daily basis. In weekly meetings of the
Asset-Liability Committee, three month-period cdlslw projections are reviewed and the extent of
positions to be taken is decided accordingly. Alétive strategies that will be taken in case of laic
liquidity are assessed. The existing limits andtlogaps of the Group within Interbank, Istanbul&to
Exchange, Money Market and secondary markets dieeved instantly. The maximum limits in the
balance sheet of the Group related with the matusk are determined by the Board of Directors.

The table below analyses the contractual undiseaucash flows from the financial liabilities of the
Group into the maturity groupings based on the ieimg period at balance sheet date to the
contractual maturity date. Such undiscounted cémhsf differ from the amount included in the
balance sheet because the balance sheet amowaged bn discounted cash flows. The contractual
maturity analysis based on undiscounted cash flowra the derivative financial instruments of the
Group is given in the note 22 Derivatives, where tiotional amounts of the derivative financial

instruments are classified into the time bands wapect to the remaining contractual maturities.

Carrying Upto1l 1to3 3to6 6to 12

value Total month months months months 1to 5 years
As at 31 December 2008
Financial liabilities
Deposits from other banks 5 5 5 - - - -
Deposits from customers 1,474,602 1,486,383 1,220,616 234,741 19,024 11,978 24
Other money market deposits 207,019 207,105 207,105 - - - -
Borrowers' funds 1,220 1,224 1,224 - - - -
Funds borrowed 635,228 772,858 51,154 49,069 86,284 463,223 123,128
Factoring payables 354 354 - 354 - - -
Liabilities arising from finance leases 1,769 1,769 1,342 183 244 -
Total 2,320,197 2,469,698 1,481,446 284,347 105,552 815,2 123,152

Carrying Upto1l 1to3 3to6 6to 12

value Total month months months months 1 to 5 years
As at 31 December 2007
Financial liabilities
Deposits from other banks 105,308 106,651 39,349 67,302 - - -
Deposits from customers 1,626,037 1,634,212 1,401,056 196,562 25,787 10,800 7
Other money market deposits 182,194 182,278 182,278 - - - -
Borrowers' funds 7,944 7,946 7,946 - - - -
Funds borrowed 688,229 775,644 92,468 45,714 76,058 494,764 66,640
Factoring payables 1,271 1,271 - 1,271 - - -
Liabilities arising from finance leases 3,113 3,113 1,903 557 224 429 -
Total 2,614,096 2,711,115 1,725,000 311,406 102,069 935,9 66,647
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31. FINANCIAL RISK MANAGEMENT (continued)

The table below analyses assets and liabilitigh@iGroup into relevant maturity groupings based on
the remaining period at balance sheet date to actoi@l maturity date.

Upto1l 1to3 3t06 61012 1to5 Over 5 Un-

month months months months years years assigned Total
As at 31 December 2008
Assets
Cash and balances with the
Central Bank 88,100 - - - - - - 88,100
Deposits with banks and other financial
institutions 240,313 - - - - - - 240,313
Other money market placements 369,154 - - - - - 69,854
Reserve deposits at the Central Bank 69,352 - - - - - - 69,352
Financial assets at fair value through
profit or loss - 30 145 2,056 948 237 - 3,416
Available for sale securities 279 - - - 1,883 AB8 - 22,978
Held to maturity securities - - 1,052 89,999 240,87 32,147 - 364,068
Derivative financial instruments 4,534 2,748 340 - - - - 7,622
Loans and advances 568,538 386,240 154,737 136,14295,900 53,599 28,018 1,623,180
Factoring receivables, net 16,044 15,884 162 - - - 32,090
Minimum lease payments
receivable, net 5,741 6,991 9,782 17,359 41,173 - 81,046
Unquoted equity instruments - - - - - - 632 632
Property held for sale - - - - - - 36,976 36,976
Property and equipment, net - - - - - - 77,369 89,3
Intangible assets, net - - - - - - 2,765 2,765
Deferred tax assets - - - - - - 4,377 4,377
Other assets and trade receivables 68,393 4,408 400 1,191 390 - - 74,782
Total assets 1,430,448 416,301 166,618 246,753 B, 106,799 150,137 3,098,220
Liabilities
Derivative financial instruments 5,268 3,815 348 - 3,612 - - 13,043
Deposits from other banks 5 - - - - - - 5
Deposits from customers 1,213,462 231,168 16,079 8783 20 - - 1,474,602
Other money market deposits 207,019 - - - - - ,@09
Funds borrowed 51,027 48,352 84,579 451,270 113,882 - - 749,110
Borrowers' funds 1,220 - - - - - - 1,220
Factoring payables - 354 - - - - - 354
Liabilities arising from finance leases 1,342 183 442 - - - - 1,769
Income taxes payable - 359 - - - - - 359
Provisions - - 1,035 152 6,922 - - 8,109
Other liabilities and trade payables 54,199 9,169 - - - - - 63,368
Total liabilities 1,533,542 293,400 102,285 465,295 124,436 - - 2,518,958
Net liquidity gap (103,094) 122,901 64,333 (218,542 456,728 106,799 150,137 579,262
As at 31 December 2007
Total assets 1,026,237 533,375 671,448 367,667 X6, 82,466 120,408 3,268,302
Total liabilities 1,778,117 334,833 104,116 490,369 64,001 - - 2,771,436
Net liquidity gap (751,880) 198,542 567,332 (1222j0 402,700 82,466 120,408 496,866
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31. FINANCIAL RISK MANAGEMENT (continued)
CURRENCY RISK

Foreign currency risk, which indicates the postipthat the Group will incur losses due to adverse
movements between currencies, is managed by closéoring of the top management and taking
positions in accordance with approved limits.

Currency risk is followed on foreign currency/TLdaforeign currency/ foreign currency basis and
different risk techniques, methods and instrumanésused for each of them. The Group hedges the
risk in foreign currency/ foreign currency positiaith spot/forward arbitrage and future transaction

In the Group banks, the capital adequacy requirénaeising from foreign currency risk is calculated
by considering all foreign currency assets andilitds and derivative financial instruments of the
Group banks. The net short and long positionsrimgeof TL of each foreign currency are computed.
The position with the greater absolute value i®dBined as the basis for the computation of capital
adequacy requirement.
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31. FINANCIAL RISK MANAGEMENT (continued)

Sensitivity Analysis for Currency Risk

At 31 December 2008 and 2007, if all foreign cudies had strengthened or weakened 10 per cent
against TL with all other variables held constainé, changes in the consolidated post-tax profihef
Group for the years ended 31 December 2008 and 0@ bther components of equity of the Group
as at those dates would have been as follows:

2008
Other Components of
Net Profit/(Loss) Equity
Foreign Foreign Foreign Foreign
currencies’ | currencies’| currencies’ | currencies’
strengthening| weakening| strengthening weakening
The 10% change in TL/USD:
1- The change in USD denominated assets/liabikieept derivatives (8,606) 8,606 (1,340) 1,340
2- Hedging effect arising from the derivatives 10,573| (10,461) - -
3- Net effect due to the change in TL/USD (1+2) 1,967 (1,855) (1,340) 1,340
The 10% change in TL/EUR:
4- The change in EUR denominated assets/liabilgiespt derivatives (3,618) 3,618 - -
5- Hedging effect arising from the derivatives 3,638 (3,526) - -
6- Net effect due to the change in TL/EUR (4+5) 20 92 - -
The 10% change in TL/Other foreign currencies:
7- The change in other foreign currencies denorathassets/liabilities except derivatives 3,103 (3,103) - -
8- Hedging effect arising from the derivatives (2,958) 3,070 - -
9- Net effect due to the change in TL/Other foreigrurrencies (7+8) 145 (33) - -
TOTAL (3+6+9) 2,132 (1,796) (1,340) 1,340
2007
Other Components of
Net Profit/Loss Equity
Foreign Foreign Foreign Foreign
currencies’ | currencies’| currencies’ | currencies’
strengthening| weakening| strengthening weakening
The 10% change in TL/USD:
1- The change in USD denominated assets/liabiéiezpt derivatives (27,471) 27,471 137 (137
2- Hedging effect arising from the derivatives 28,117 (28,117) 1
3- Net effect due to the change in TL/USD (1+2) 646 (646) 137 (137
The 10% change in TL/EUR:
4- The change in EUR denominated assets/liabikgieept derivatives 8,684 (8,634)
5- Hedging effect arising from the derivatives (8,734 8,734 E
6- Net effect due to the change in TL/EUR (4+5) (100 100 -
The 10% change in TL/Other foreign currencies:
7- The change in other foreign currencies denorathassets/liabilities except derivatives 845 (845), 1
8- Hedging effect arising from the derivatives (792 751
9- Net effect due to the change in TL/Other foreigrurrencies (7+8) 53 (94) 1
TOTAL (3+6+9) 599 (640), 137 (137
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31. FINANCIAL RISK MANAGEMENT (continued)

The concentrations of assets, liabilities and affihce sheet items in terms of currencies:

TL US Dollars Euro Others Total
At 31 December 2008
Assets
Cash and balances with the Central Bank 41,689 951,4 4,607 309 88,100
Deposits with banks and other financial
institutions 60,144 39,771 135,886 4,512 240,313
Other money market placements 369,154 - - - 369,154
Reserve deposits at the Central Bank - 69,352 - - 9,3%
Financial assets at fair value through profit or
or loss 3,044 320 52 - 3,416
Available for sale securities 1,882 21,096 - - 28,9
Held to maturity securities 364,068 - - - 364,068
Derivative financial instruments 4,089 620 1,726 187, 7,622
Loans and advances, net 938,311 460,166 174,000 703%0, 1,623,180
Factoring receivables, net 28,295 1,190 2,557 48 ,098R
Finance lease receivables, net 23,945 16,445 40,149 507 81,046
Unquoted equity instruments 632 - - - 632
Property held for sale 36,976 - - - 36,976
Property and equipment, net 77,367 2 - - 77,369
Intangible assets, net 2,765 - - - 2,765
Deferred tax asset 4,377 - - - 4,377
Other assets and trade receivables 33,974 36,013 793 4, 2 74,782
Total assets 1,990,712 686,470 363,770 57,268 3,098,220
Liabilities
Derivative financial instruments 3,457 7,361 1,684 541 13,043
Deposits from other banks 5 - - - 5
Deposits from customers 913,973 375,095 182,203 313,3 1,474,602
Other money market deposits 207,019 - - - 207,019
Funds borrowed 37,076 472,671 238,570 793 749,110
Borrowers' funds 751 439 30 - 1,220
Factoring payables 312 - 9 33 354
Liabilities arising from finance leases 892 258 619 - 1,769
Income taxes payable 359 - - - 359
Provisions 8,109 8,109
Other liabilities, trade payables and provisions 4,538 4,813 3,569 448 63,368
Total liability 1,226,491 860,637 426,684 5,146 26,958
Net balance sheet position 764,221 (174,167) (62p1 52,122 579,262
Net off-balance sheet position (188,660) 169,160 , 583 (50,399) (5,746)
Net notional amount of derivatives (188,660) 169,16 64,153 (50,399) (5,746)
At 31 December 2007
Total assets 1,986,896 760,350 496,237 24,819 3,268,302
Total liabilities 1,181,600 1,225,600 353,032 11420 2,771,436
Net balance sheet position 805,296 (465,250) 143,20 13,615 496,866
Net off-balance sheet position (336,373) 466,629  451027) (12,347) (27,118)
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31. FINANCIAL RISK MANAGEMENT (continued)

INTEREST RATE RISK

Interest rate risk is the probability of loss doechanges in interest rates depending on the Gsoup’
position regarding the interest bearing financratiuments. Interest rate risk arises as a result o
maturity mismatch on re-pricing of assets and ligds, changes in the correlation between interest
rates of different financial instruments and unestpe changes in the shape and slope of yield curves
Exposure to interest rate risk arises when thera mismatch between rate sensitive assets and
liabilities. The Group handles the interest rasé mithin the context of market risk and assetiligh
management. The Group monitors the interest ratdhd market on a daily basis and updates its
interest rates when necessary. The table below suizes the Group’s exposure to interest rate risk
on the basis of the remaining period at the balasheet date to the re-pricing date.

Non
Up to 1t03 3t06 6to12 1to5 Over interest Total
1 month months months months years 5 years bearing
At 31 December 2008
Assets
Cash and balances with the Central Bank 32,783 - - - - 55,317 88,100
Deposits with banks and other financial
institutions 234,824 - - - - - 5,489 240,313
Other money market placements 369,154 - - - - - 69,84
Reserve deposits at the Central Bank 69,352 - - - - - 69,352
Financial assets at fair value through
profit or loss 8 30 144 2,056 264 237 677 3,416
Available for sale securities 11,918 - - - 1,882 8B 279 22,978
Held to maturity securities 68,435 127,523 1,052 ,989 77,059 - - 364,068
Derivative financial instruments - - - - - - 7,622 7,622
Loans and advances, net 757,910 255,810 118,996 ,9442 295,900 53,600 28,018 1,623,180
Factoring receivables, net 16,044 15,884 162 - - - - 32,090
Finance lease receivables, net 5,741 6,991 9,782 ,3597 41,173 - - 81,046
Unquoted equity instruments - - - - - - 632 632
Property held for sale - - - - - - 36,976 36,976
Property and equipment, net - - - - - - 77,369 89,3
Intangible assets, net - - - - - - 2,765 2,765
Deferred tax assets - - - - - - 4,377 4,377
Other assets and trade receivables - - - - - 8n4,7 74,782
Total assets 1,566,169 406,238 130,136 222,360 08, 62,736 294,303 3,098,220
Liabilities
Derivative financial instruments - - - - - - 13,043 13,043
Deposits from other banks - - - - - - 5 5
Deposits from customers 1,127,046 231,168 16,079 13,874 20 - 86,415 1,074,6
Other money market deposits 207,019 - - - - - - 207,019
Funds borrowed 72,725 480,432 118,142 77,095 696 - 20 749,110
Borrowers' funds 632 - - - - - 588 1,220
Factoring payables - 354 - - - - - 354
Liabilities arising from finance leases - - - - - - 1,769 1,769
Income taxes payable - - - - - - 359 359
Provisions - - - - - - 8,109 8,109
Other liabilities and trade payables - - - - - - 63,368 63,368
Total liability 1,407,422 711,954 134,221 90,969 &1 - 173,676 2,518,958
Total interest sensitivity gap 158,747 (305,716) ,3B5) 131,391 415,562 62,736 120,627 579,262
At 31 December 2007
Total assets 1,748,150 412,626 347,284 199,649 1305, 37,957 217,499 3,268,302
Total liabilities 1,921,653 324,579 117,751 138,776 21,646 - 247,031 2,771,436
Total interest sensitivity gap (173,503) 88,047 229,533 60,873 283,491 37,957 589, 496,866
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31. FINANCIAL RISK MANAGEMENT (continued)
Sensitivity Analysis for Interest Rate Risk
Sensitivity Analysis for Interest Rate Risk for theFinancial Instruments Carried at Fair Value

At 31 December 2008 and 2007, if interest ratabattdate had been 1 per cent higher with all other
variables held constant, the consolidated posptafit of the Group for the years ended 31 December
2008 and 2007 would have been TL 22 and TL 129 dpwespectively, and other components of
equity of the Group would have been TL 823 and 1B bwer as at those dates, respectively.

At 31 December 2008 and 2007, if interest ratabattdate had been 1 per cent lower with all other
variables held constant, the consolidated posptafit of the Group for the years ended 31 December
2008 and 2007 would have been TL 22 and TL 12Wdrigrespectively and other components of
equity of the Group would have been TL 823 and T Bigher as at those dates, respectively.

Sensitivity Analysis for Interest Rate Risk for theFinancial Instruments Carried at Other Than
Fair Value

If interest rates at 31 December 2008 had beemn tgye higher at that date and had been constant at
this level for the following six months period wigtl other variables held constant, the consolidiate
interest income and the consolidated interest esgpehthe Group for the six months period from 31
December 2008 to 30 June 2009 would have been 3238and TL 8,991 higher, respectively; the
consolidated net interest income/(expense) of ttwisbefore and after minority interest would have
been TL 668 and TL 474 lower, respectively.

If interest rates at 31 December 2008 had beerr teye lower at that date and had been constant at
this level for the following six months period wigtll other variables held constant, the consolidiate
interest income and the consolidated interest esgpehthe Group for the six months period from 31
December 2008 to 30 June 2009 would have been 3238and TL 8,991 lower, respectively; the
consolidated net interest income/(expense) of twiesbefore and after minority interest would have
been TL 668 and TL 474 higher, respectively.

If interest rates at 31 December 2007 had beermr tgye higher at that date and had been constant at
this level for the following six months period wigtl other variables held constant, the consolidiate
interest income and the consolidated interest esgehthe Group for the six months period from 31
December 2007 to 30 June 2008 would have been @208nd TL 10,022 higher, respectively; the
consolidated net interest income/(expense) of ttwisbefore and after minority interest would have
been TL 1,392 and TL 931 lower, respectively.

If interest rates at 31 December 2007 had beerr teye lower at that date and had been constant at
this level for the following six months period wigtll other variables held constant, the consolidiate
interest income and the consolidated interest esgpehthe Group for the six months period from 31
December 2007 to 30 June 2008 would have been @208nd TL 10,022 lower, respectively; the
consolidated net interest income/(expense) of ttwisbefore and after minority interest would have
been TL 1,392 and TL 931 higher, respectively.
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32. FAIR VALUE OF FINANCIAL INSTRUMENTS
Fair Values

Fair value is the amount for which an asset cowddelichanged, or a liability settled between
knowledgeable, willing parties in an arm's lengénsaction.

The table below gives a comparison of the Grouipiarfcial instruments that are not carried at fair
values in the consolidated financial statements.

Carrying amount Fair value
2008 2007 2008 2007
Financial assets
Loans and advances to customers 1,623,180 2,280,510,602,212 2,279,197
Finance lease receivables 81,046 65,659 81,206 9286,

1,704,226 2,346,169 1,683,418 2,346,120

Financial liabilities
Deposits from customers 1,474,602 1,626,037 1,88,5 1,626,157
Funds borrowed 749,110 745,141 743,077 746,245

2,223,712 2,371,178 2,219,610 2,372,402

The following methods and assumptions were use@stimate the fair values of the financial
instruments:

- Fair values of certain financial assets and litdss carried at cost or amortized cost, including
cash and cash equivalents, balances with the CeBdrek, deposits with banks and other
financial institutions, other money market placetserfactoring receivables and payables,
demand deposits, and reserve deposits at the tbatrk, are considered to approximate their
respective carrying values due to their short-teature.

- Fair values of other financial instruments aréedmined by using estimation techniques that

include taking reference to the current market @adf another instrument with similar
characteristics or by discounting the expectedréutash flows at prevailing interest rates.
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33. SUBSEQUENT EVENTS

The title change of The Euro Textile Bank Offshdsienited as The Euro Textile International
Banking Unit Limited and the amendment of the #&E®f association of the bank in accordance with
the Law on the International Banking Units beindeefive from 5 August 2008 instead of the
Offshore Banking Law in Turkish Republic of NortheCyprus have been approved by the
extraordinary general assembly of the bank on 1veNier 2008 and registered in Trade Registry in
Turkish Republic of Northern Cyprus on 21 Janudi92

The actions initiated on the decision of the Boafdirectors of the Company taken on 26 March
2008 with the aim of the determination and assesswiethe strategic options in the banking sector
relating to Tekstil Bankas A. such as the possible partnership, cooperatiovoamsthare selling
getting the opinion and support from the consultiigns when necessary as well have been
postponed until market conditions in terms of aga@iations become more suitable.

The Group has sold a significant portion of itsuséies classified in held to maturity portfolio foee
the maturity dates of such securities.
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