1CC

TURKIYE CUMHURIVETININ YiziNci viLI

iLBANK

CONSTRUCTIVE POWER OF TURKIYE

ANNUAL
REPORT

2023

@;{www.ilbank.gov.tr



O~

THE 100TH ANNIVERSARY OF THE REPUBLIC OF TURKIYE

6 6 The Finance Bank should be established for the public
services of the municipalities in the construction and , ,

installation of the cities.



Presentation

4 Corporate Profile

6 Message From the Republic of
Turkiye Minister of Environment,
Urbanization and Climate Change

8 Assessment Of The Chairman Of
The Board

10 General Manager’s Assessment

12 Agenda of the Ordinary General
Assembly Meeting

13 Our Corporate Message

14 Summary Financial Results

16 Capital and Partnership
Structure

iLBANK

CONSTRUCTIVE POWER OF TURKIYE

2 | ILLER BANKASI AS - 2023 ANNUAL REPORT

17
18
20
21
24

26

28

30

32
33
34
42
43
44
45
46
48
50

Bank’s Annual Activities

2023 Investment and Financing Program

2023 Annual Official Investment Program

Works carried out with 100% Credits Financed by Bank Equity
Project Studies

Financing, Grant Resources Transferred from the General
Budget and Works Carried Out with the Appropriation Allocated
to be Used as Grant in accordance with the Banking Law
Republic of Turkiye Minister of Environment, Urbanization and
Climate Change with Works made under the Protocols

Between Our Bank and Public Institutions and Organizations
Works Carried out within the Scope of the Protocols

Resource Development Activities and Urban Transformation
Projects

Profile of Credits Provided out of the Equity of iller Bankas!
Bank’s Financial Assets at Fair Value Through Profit or Loss
Relations with International Financial Institutions

2024 Investment, Budget And Financing Program

Statutory Shares Transferred to Local Governments

Debts Subjected to Reconciliation

Debts not Subjected to Reconciliation

Other Activities Carried Out By iller Bankasi
Research-Development Activities for New Services and Operations
Sectoral Objectives, Policies and Measures in the Bank’s Strategic
Plan for 2024 and Beyond

Management and Corporate
Governance Practices

52 Board of Directors

54 Audit Committee

55 Information On Audit Committee

56 Information On General Manager

58 Organizational Chart Of iller Bankasi
60 Summary Board of Directors Report
62 Compliance Opinion On The Annual
Report

64 Human Resources Practices

64 Transactions The Bank Enters Into
With Members Of Its Own Risk Group
64 Activities For Which Support Services
Are Outsourced

65
66

70
73

160

165
166
167
168

Financial Information and
Risk Management

Audit Board Report

Audit Committee’s Assessment Of The Operation

Of The Internal Control, Internal Audit, And Risk
Management Systems and its Statement Concerning
Activities in Year 2023

Annual Report Independent Audit Report

The Unconsolidated Financial Report of iller Bankasi
A.S. For The Year Ended 31 December 2023

Financial Situation, Profitability and

Information on Solvency

Risk Management Policies Implemented Per Risk Type
Amendments to the Article Agreement Made in 2023
Summary Financial Information For The Period 2019-2023
Contact Information

@i www.ilbank.gov.tr

ILLER BANKASI A.S - 2023 ANNUAL REPORT | 3



L CORPORATE PROFILE

iller Bankasi was established under the name of (Municipalities Bank) with a capital

of 15 Million Liras on 11 June 1933 with the Law No. 2301, with the instructions of our
great leader Mustafa Kemal Ataturk, within the framework of the development initiative
initiated after the War of Independence.

One of the Republic’s oldest established institutions, being founded in 1933 as the Municipalities Bank, iller Bankasi is a proud
and unigue institution in the world’s history of development banking.

In accordance with the Establishment Law, the structure of the Bank of Municipalities has been reorganized due to the fact that
it operates exclusively for municipalities, the capital of the establishment has not been able to meet the increasing need for
loans in parallel with the rapid population growth and urbanization, as well as the villages that have been excluded from this aid
and the villages are excluded from this aid.

Within this framework, with the enactment of the Law numbered 4759, which was accepted on 13 June 1945 and published in
the Official Gazette on 23.06.1945; The area of activity has been expanded to include all local governments, including provincial
special administrations, municipalities and villages, and a new legal status has been created by expanding both the name of the
Bank and its duties, powers and responsibilities. In parallel with the changing economic and social conditions of the world and
our country; It is aimed to adapt the country and world conditions by changing the fields of activity, organizational structure,
personnel policy and employment of the Bank, and to become an institution that produces more effective and efficient services.
With all these needs and obligations, the Bank was restructured with a legal arrangement; The Law on iller Bankasi A.S. numbe-
red 6107 was accepted by the Parliament on 26 January 2011 and published in the Official Gazette dated 8 February 2011. Thus,
the Bank was transformed into “Joint Stock Company” status and was renamed as “iller Bankas| A.S.”.
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THE 100TH ANNIVERSARY OF THE REPUBLIC OF TURKIYE

Article 3 of the Law no. 6107

governing iller Bankast sets forth that;

The Objectives of iller Bankasi Are;

To meet the financing needs of special
provincial authorities, municipalities, and
their affiliated organizations, and of local
administrative associations of which only
these may be members,

To develop projects concerning locally-
provided common services for the people
dwelling within the boundaries of such
administrations,

To provide such administrations with
consultancy services and assistance

on urban projects of a technical nature
and in the conduct of infrastructure and
superstructure works,

To perform any and all functions related
to developmentand investment banking.

In order to achieve these
summarized objectives, iller Bankasi may;

It can open all kinds of short, medium and long-term cash and non-
cash loans to its partners.

It may or may provide research, project development and
consultancy services regarding its activities, and may provide
technical assistance.

It can establish and transfer a company under the leadership of the
Bank.

Can be an Insurance Agent.

It can open branches and representative offices in the country and
abroad, provided that the necessary permissions are obtained.

It can cooperate with domestic and foreign financial institutions,
and become a member of national and international organizations
in which they participate. It can provide resources from domestic
and foreign financial institutions, money and capital markets and all
kinds of funds.

It carries out all kinds of development and investment banking
transactions that will help realize its purpose.

It carries out or has it done the special projects and urban
infrastructure projects and construction works requested by the
Ministry.

In order to procure funds for the Bank, it makes or has it done with
profit-oriented real estate investment projects, provided that it does
not undertake any debt or conditional obligation for the project
resource.

As constitutionally and statutorily prescribed organizations, local governments are the cradle of democracy and have an
important place in, and contribution to, the inculcation of democratic ideals and principles in society. iller Bankas! is a
unigue institution, which has no exact analogues anywhere else. Having a special place in the annals of development
banking by virtue of its distinctive structure, iller Bankasi has been providing local governments with financial support as
well as transforming that support into investment ever since the day it was founded. Farsightedness and the Bank since its
foundation, reflecting the dynamism of the service concept, “Tiirkiye’s Constructive Power” continues with enthusiasm
on the day of its establishment as a service.
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Lo MESSAGE FROM THE REPUBLIC OF TURKIYE MINISTER OF ENVIRONMENT, URBANIZATION AND CLIMATE CHANGE MESSAGE FROM THE REPUBLIC OF TURKIYE MINISTER OF ENVIRONMENT, URBANIZATION AND CLIMATE CHANGE OJ

“As an important actor in the realization of our

country’s 2053 and 2071 goals, Iller Bank will , TURKIYE
i | N L5 CENTURY

act in accordance with the vision of ‘Turkiye

Century’ put forward by our President Recep

Tayyip Erdogan in 2024 as it did in 2023, will

continye its investments, will produce new

projects, and will continue tqg support local

Mehmet OZHASEKi

Republic of Turkiye Minister of
Environment, Urbanization and
Climate Change .

governments that adopt service municipalism

and works municipalism.”

“It will continue to work
with determination for the
construction of robust,
healthy, energy efficient,
environmentally friendly,
Zero Waste compliant and
people-oriented cities that
are resistant to disasters.”
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With its 90 years of experience, Iller Bank is one
of the most well-established institutions of our
country, having played a role in almost every
development and progressive move of our country.

Established in the early years of the Republic to
meet the local, common needs of municipalities,
the duties and responsibilities of the Bank of
Provinces have increased over time. In addition to
supporting thousands of different projects such
as infrastructure, superstructure, environment
and urbanization projects carried out by our local
governments, we also provide loans, consultancy
services and technical support for local governments
to produce and develop projects at international
standards. The importance of the Bank of Provinces
has increased even more with the local development
initiative put forward by our President in 1994 and
spread all over the country since 2002.

Together with our local governments, we continue
a strong struggle against climate change, which
threatens our common home, our world, with the
financing models and projects we have developed.

Likewise, our Bank played an important role in
the reconstruction and construction of the cities
affected by the February 6 earthquakes, and
financing was provided to the municipalities
in the region with a grant of TL 56 billion from
external sources.

Iller Bank in 2023;

Asset size increased by 61.49% to TL 149 billion
893 million.

Shareholders’ equity increased by 38.54%,
reaching TL 49 billion 62 million.

The Bank’s paid-in capital increased to TL 39
Billion 40 Million, ranking the Bank 2nd in the
banking sector in terms of paid-in capital.

For our Bank, 2023 was completed with a rising
momentum as in previous years.

As an important actor in the realization of
our country’s 2053 and 2071 goals, Iller Bank
will act in accordance with the vision of the

“Turkiye Century” put forward by our President
Recep Tayyip Erdogan, continue its investments,
produce new projects, and continue to
support local governments that adopt service
municipalism and works municipalism in 2024,
just as it did in 2023.

In the coming years, these services will be carried
to a much wider platform with the diversification
of the urban transformation and financing area,
and will continue to continue to improve the
quality of service in cooperation with the Ministry
to develop a sustainable urbanism approach.

It will continue to work with determination for
the construction of robust, healthy, healthy,
energy efficient, environmentally friendly, Zero
Waste compliant and people-oriented cities that
are resistant to disasters.

| wish that the annual report of Iller Bank for
the 2023 service year, prepared within this
framework, will be beneficial for both our
stakeholders and the Bank.
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Lo MESSAGE FROM THE CHAIRMAN OF THE BOARD OF DIRECTORS

A\ ¥

“In parallel with the
growth momentum
required by the age

for the development

of our cities, we offer

the financial power and
technical infrastructure
of our bank to the service
of our citizens, taking into
account the priority needs
of our local governments.”
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As Iller Bank, we have made great efforts for this country
for 90 years, and we have climbed many hills along the
way. The old saying goes, “After climbing a big hill, you
will only see that there are many more hills to climb.”
We have taken this promise to heart. Aware that our
citizens expect new works and new projects from us at
every moment, we continued our work tirelessly.

Our aim is to carry our cities to better places and to
bring the activities of our Bank to every corner of our
country and bring them together with our citizens.

We aim to preserve our seas, rivers and lands with all
their beauty for the future. With an understanding ba-
sed on the protection of our nature and the revitalizati-
on of our cities, we have responded to the demands of
local governments and the needs of our cities in every
project we have carried out, from drinking water to was-
tewater, from solid waste to renewable energy, from
bicycle paths to urban transportation.

In parallel with the growth momentum required by the
age for the development of our cities, we offer the fi-
nancial power and technical infrastructure of our bank

Eyyup KARAHAN
. Chairman of the Board of Directors

MESSAGE FROM THE CHAIRMAN OF THE BOARD OF DIRECTORS OJ

-

“We will continue to serve our 81 provinces and 84

million citizens with our entire team, day and night, TURKIYE

CENTURY

with love, enthusiasm and determination. We owe our

well-deserved reputation and market position that

we have built in Turkey and in the international arena

over the past 90 years to our employees who have’

worked for generations with wholeheartéd devotion

to our Bank and built today with dedication.”

to the service of our citizens, taking into account
the prioritized needs of our local governments.

As an important institution for the development of
our country, our Bank continues to grow with its
investments and financial resources. When we look
at the financial data of our Bank, the size of its
assets increased by 61.49% compared to 2022 and
reached TL 149 Billion 893 Million 906 Thousand at
the end of 2023. The Bank’s net profit for the period
is TL 4 Billion 127 Million 268 Thousand. The Bank’s
loan stock increased by 42.66% to TL 65 Billion 176
Million 685 Thousand and shareholders’ equity inc-
reased by 38.54% to TL 49 Billion 62 Million 845
Thousand.

In this period, the Bank’s paid-in capital increased
to TL 39 Billion 40 Million 740 Thousand. Our Bank
ranks 2nd in the banking sector with its paid-in ca-
pital.

In 2023, the Bank’s return on assets was 2.75% and
return on equity was 8.41%.

As “Turkey’s Most Powerful Development and In-
vestment Bank”, we will continue to contribute to
our vision of “Turkiye Century” announced by our
President with our valuable projects.

As Iller Bank, we have been in a race for service in
every province, city, district and even village across
Turkey. Because the path to a strong Turkey passes
through strong cities and strong towns.

With this awareness, God willing, we will continue
to serve our 81 provinces, 84 million citizens, with
our entire team, day and night, with love, enthusi-
asm and determination. We owe the well-deserved
reputation and market position we have built in
Turkey and in the international arena over the past
90 years to our employees, who have been devo-
tedly working for our Bank for generations and who
have built today with their dedication.

| would like to thank all my colleagues who have
carried our bank from success to success, to our
local governments who have always pushed us
forward and encouraged us to do the best.
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Lo GENERAL MANAGER’S ASSESSMENT

With 90 years of experience since its establishment, Iller
Bank continues to contribute to the development of our
country, which is growing and developing in every field,
and to support local governments.

In light of our vision of sustainable cities and our strategy
of always being at the side of local governments, we
continued to build our investments that will add value
to our country in 2023. As “Turkey’s Most Powerful
Development and Investment Bank”, we continued to
move towards the goals of Turkey’s Century together
with all our colleagues and local governments with the
awareness that our responsibility is much more than
banking.

Our strategic priorities and dynamic structure have
enabled us to successfully manage the difficult conditions
of 2023 and guided us to make efficient and effective use
of our resources.

As Turkey’s constructive power, ILBANK continued to
produce non-stop in 2023 and to support local governments
in providing the highest quality services to our people.
In 2023, across Turkey; 59 wastewater (wastewater
network, wastewater treatment, deep sea discharge), 72
units of drinking water (drinking water network, drinking
water treatment, drinking water drilling, drinking water
storage), 85 superstructures (solar energy system, street
sanitization, service building, social facility, market place,
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Recep TURK
General Manager

recreation area, facade renovation), 64 urban planning
(zoning plan, mapping, geological survey, geographic
information system) and 215 other infrastructure (asphalt,
road paving, curbs, bicycle paths, solid waste) investments,
we realized 495 projects worth 4.8 billion TL.

In the particular case of the Kahramanmaras-centered
earthquake disaster that occurred on February 6, 2023,
our Bank has fully fulfilled all its responsibilities. In the
aftermath of the earthquake, we continued our work in
the field both for the continuation of urban infrastructure
services in the acute period and for the creation of
resilient infrastructures in the medium and long term.
As always, our Bank applied its practical knowledge and
experience in the field in this earthquake. The supply of
drinking and potable water to the settlements where the
earthquake struck and the disposal of wastewater were
the priorities of everyone.

Our Bank took immediate action after the earthquakes
and restored 98 percent of the drinking water
infrastructure in 11 affected provinces, ensuring access
to drinking water for citizens. As a result of the damage
assessment works carried out in all existing drinking
water facilities, a total of 800 faults in tanks, pumping
stations, transmission lines and art structures belonging
to 79 local governments were repaired in a very short
time. Drinking water and waste water connections have
been completed in the tent city and container areas.

-

“In 2023, we continued to build our investments
that will add value to our country. As ‘Turkey’s

GENERAL MANAGER’S ASSESSMENT OJ

\

TURKIYE
CENTURY

Most Powerful Development and Investment

Bank’, we continued to move towards the goals of

Turkey’s Century together with all our colleagues +

and local governments with the awareness that

our responsibility is much more.than banking.”

In order to heal the wounds of the earthquake, grants
were provided to the Bank from the General Budget and
the Bank’s profits within the scope of the maintenance,
repair and reconstruction of drinking water and sewerage
infrastructures in the post-earthquake region.

For disasters such as earthquakes and floods, TL 5.5
Billion financing was provided with the appropriations
transferred from the General Budget within the scope of
protocols and with the assistance of our Bank.

At the same time, within the framework of the earthquake
report prepared by the Presidential Strategy and Budget
Directorate, our post-earthquake reconstruction efforts
continue with international financing.

In this context, in the first phase, 64 billion TL financing
was allocated from International Financial Institutions
for environmental infrastructure investments of local
governments in 13 earthquake-affected provinces.

These projects aim not only to repair damage to municipal
infrastructure, but also to prepare our cities for a resilient
and sustainable future with a “rebuild-better approach”.

In addition to earthquake projects, we will continue
to develop our collaborations with international
organizations to meet the needs and demands of our
local governments in the coming period.

Our Bank will continue to provide high quality and
accessible services in 2024 with our policy towards the

development of cities, our sustainable growth criteria
that envisages the efficient use of resources, and
our strong collaborations with international financial
institutions.

Our strategy is to increase the diversity and quality of the
services we offer to local governments and to develop
an innovation strategy and roadmap in infrastructure
financing and consultancy services by supporting
our business processes with new techniques and
technologies.

In line with our Sustainability Policy, we develop
collaborations that aim to create added value with
the principle of banking that respects people and the
environment.

Iller Bank will continue to provide financing to all local
governments with an effective approach, taking into
account the urgency and importance of their needs.

Financially supporting investment projects that can meet
the needs of our country and our cities will continue to
be our prioritized goals.

I would like to thank all my colleagues who use their
knowledge, mind and heart for a Greater and Stronger
Turkey and who continuously improve themselves with
up-to-date information and techniques, and to our local
authorities who join their hands together for our common
home, our world and our children.
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OUR CORPORATE MESSAGE ()

o AGENDA OF THE ORDINARY GENERAL ASSEMBLY MEETING

OUR CORPORATE MESSAGE

®

1Y N4
DATE OF GENERAL ASSEMBLY MEETING
Tuesday, June 11, 2024 Time: 14:00 .§§§.

VENUE iLBANK

. CCONSTRUCTIVE POWER OF TURKIYE

Iller Bankasi Macunkoy Campus Social Facilities

Address: Camlica neighbourhood Anadolu Boulevard No: 24/E Yenimahalle/ANKARA

(It will be done electronically within the scope of Article 1527 of the Turkish Commercial Code numbered
6102.)

AGENDA OF THE GENERAL ASSEMBLY MEETING

Opening & moment of silence,

OUR VISION

To be an international
development and

OUR MISSION

To contribute towards

OUR STRATEGY

To serve with a

sustainable urbanization perspective of investment

investment bank which by creating and developing banking and total quality
leads modern urban projects conforming to management.

development and whose international standards, by

Reading, deliberating and approving the Board of Directors’ Report and the Statutory Auditors’ service quality is proven. supplying credit, by acting as

Report, a consultant, and by providing

. L . . . . . technical support in order to
Reading, reviewing, deliberating and approving the Balance Sheet and Profit/Loss accounts having e e s o

undergone independent audits, for year 2023, local governments.

Formation of the General Assembly Council and the authorization of the Council Chair to sign the
Ordinary General Assembly Meeting minutes,

Individual releases of each of the company’s directors and statutory auditors

Determining the remuneration to be paid to the members of the Board of Directors and Statutory
Auditors

Authorizing the Board of Directors members as per Articles 395 and 396 of the Turkish Commercial

Code
. Submission of the Amendment Text of the Articles of Association of iller Bankasi A.S. approved by
the Banking Regulation and Supervision Agency and the Ministry of Trade for the approval of the
General Assembly, @
. Submission of the Amendment Text of the Internal Directive prepared in accordance with Article
419 of the Turkish Commercial Code for the approval of the General Assembly, _
. Election of a Board Member to represent Special Provincial Administrations in accordance with

Article 7 of the Bank Law, OUR CORE VALUES

Approval of the Independent Audit Firm to perform the independent audit activities for the year

2024, as selected by the Board of Directors, Country Benefit Openness to Change Transparency

Petitions and Suggestions, Activity Participation Impartiality

Closing. Reliability Ownership of Ethical Values Lead

Environmental Awareness Team Spirit

Social Responsibility Quality

L
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35.414.239

(Thousand TL) 2022 2023 Amount of Change  Rate of Change (%)
Total Assets 92.821.750 149.893.906 57.072.156 61,49
Liquid Assets and Banks 39.928.633 77.280.778 37.352.145 93,55
Loans 45.687.549 65.176.685 19.489.136 42,66
Shareholders Equity 35.414.239 49.062.845 13.648.606 38,54
Paid-in capital 28.538.677 39.040.740 10.502.063 36,80
Loans Received 23.568.228 36.145.098 12.576.870 53,36
Interest Incomes 6.871.460 13.181.560 6.310.100 91,83
Interest Expenses 1.680.770 3.395.895 1.715.125 102,84
Non-interest incomes 1.592.750 2.884.783 1.292.033 81,12
Non-interest expenses 3.421.998 8.543.179 5.121.181 149,65
Profit before tax 4.451.422 6.540.906 2.089.484 46,94
Net Period Profit / Loss 3.361.442 4.127.268 765.826 22,78
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SUMMARY FINANCIAL RESULTS OJ

%
34,70

2022

2023

Capital Adequacy Ratio

% % % %
43,02 51,56 38,15 32,73
2022 2023 2022 2023

Liquid Assets / Total Assets

Earnings on Assets

%
9,49

Earnings on Equity

S

2022

2023

Shareholder’s Equity / Total Assets
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Lo iLLER BANKASI ACTIVITIES IN 2023 iILLER BANKASI ACTIVITIES IN 2023 OJ

Capital and Partnership Structure 2023 Investment and Financing Program

In 2023, the Bank’s paid-up capital increased by 36,80 % and ) e St leere TL 12 Billion 500 Million
reached TL 39.040.740 Thousand.

e Infrastructure e SUKAP e Superstructure e Other Infrastructure e Renewable Energy e Urban Information Systems e

) . . o Purchase of Materials and Equipment e Expropriation e Notice Severance Pay and Other Personnel Receivables ¢ Cash
In paragraph 2 of the article 4 of “the Law No. 6107 on Iller Bankasi Joint Stock Company” states; that the Bank’s capital is TL

9.000.000.000 (Nine Billion TL) and that this capital can be increased up to five times by the Decree of the Council of Ministers, Support Loan (Support Loan for the Restructuring of Corporate and Public Debts)  Other (Zoning, Mapping, Infrastructure,

Survey Project, Geological-Geotechnical Survey, Drilling, Zoning Application, Service Procurement, etc.) ¢ European Union

™ Its capital resources will consist of the following: Environmental Investments Projects ¢ Cash Credit
?@. e According to Law no. 5779 on Allotments of General Budget Revenues to be Allocated to Special Provincial Autho-
rities and Municipalities dated 2 July 2008, sums equal to 2% of total tax revenue allotments to be distributed B Grants TL 3 Billion 92 Million 175 Thousand
by the Ministry of Finance and iller Bankasi, which sums will be deducted monthly,
e 30% share that will be set aside from the Bank’s annual net profit after the Bank’s tax and other legal obligations * Water and Sewerage Infrastructure Projects (SUKAP) Allowance TL 1 Billion 500 Million
will be deducted, e Allocation from Bank Profit TL 1 Billion 550 Million
e Funds approved to be transferred into the Bank’s capital as per the provisions of other legislation, and any and e Urban Infrastructure Equalization Allowance TL 42 Million 175 Thousand
all donations and contributions made to be added to the capital,
it is arranged that it will occur. C External Loans TL 29 Billion 282 Million 518 Thousand
Owing to this structure, the Bank’s capital is not divided into shares and the registered capital system is not employed. o o o
e Drinking Water TL 8 Billion 542 Million 744 Thousand
Ihﬁ Bda.nk shnon;:jgl [capltal was mcreaseéj frodm TL18 b|ltl)|on toTL 30db|ll|on W|tbhlfhe Prgsrldint|al D.edcree. N[o. 1767 pub- o \Wastewater TL 10 Billion 774 Million 209 Thousand
ishe |nt. eO .|C|a Gaze.tt.e No. 30942 dated 8 November 2019, and to TL 45 billion with the Presidential Decree No. « Municipality Services 1L 3 Billion 403 Million 312 Thousand
6659 published in the Official Gazette No. 32069 dated 10 January 2023. - .
* Energy TL 1 Billion 797 Million 618 Thousand
e Transportation TL 4 Billion 764 Million 635 Thousand
@ As of 31 December 2023, TL 39.040.740 thousand of TL 45 billion of capital is paid.
D External Grants TL 3 Billion 543 Million 793 Thousand
Neither the chairman nor any member of the Bank’s Board of Directors, nor any audit committee member, nor the general
manager or any vice president is a shareholder in the Bank. o . .
e Drinking Water TL 1 Billion 833 Million 15 Thousand
Nominal capital of the Bank over the years, the collection of capital, paid and unpaid capital situation are presented in the table e Wastewater TL 1 Billion 258 Million 829 Thousand
below. e Municipality Services TL 352 Million 274 Thousand
e Transportation TL 99 Million 675 Thousand
il Capital Movements of the Bank for the Last 10 Years (Thousand TL)
E Resource Development Activities TL 1 Billion 500 Million
Years Nominal Capital = Annual Capital Collection Paid-up Capital Outstanding Capital
2014 18.000.000 874.065 9.402.380 8.597.620 Resource Development Activities are planned to be TL 49 Billion 918 Million 486 Thousand
2015 18.000.000 1.081.365 10.483.745 7.516.255 i i i o
2016 18.000.000 1207004 1690749 6309251 TI_. 14..502.043 Thousand Borrowing from the Bank’s equity, TL 1,535,981 Thousand Utilization of funds transferred to the Bank
017 18.000.000 1431435 13122184 BT 816 within the scope of protocols related to the use of grant resources transferred from the General Budget (SUKAP), TL 1.255.712
— - — - Thousand from the appropriation allocated to be used as a grant in accordance with the Banking Law, TL 5,458,963 thou-
2018 18.000.000 1.725.352 14.847.536 3152464 sand foreign credit utilization, TL 2.053.680 Thousand external grants utilized, TL 1,381,070 Thousand was spent on Resource
2019 30.000.000 2.023.021 16.870.557 13129.443 Development activities, totaling TL 26,187,449 Thousand and realizing 52.45 %.
2020 30.000.000 2.407.575 19.278.132 10.721.868 o . . . .
Within the scope of the 2023 investment and financing program, Iller Bankasi transferred a total of TL 24,806,379 thousand
2021 30.000.000 3.269.631 22.547.763 7.452.237 .
02 20.000.000 5.990.974 28,538,677 1461923 to local governments across Turkey. A total of TL 9,453,741 thousand from the funds transferred to the Bank within the scope
R R . T of various protocols outside the 2023 investment program, The Bank’s total resource utilization amounted to TL 35,641,190
2023 45.000.000 10.502.063 39.040.740 5.959.260 thousand, of which TL 1,381,070 thousand was spent for resource development activities.

16 | ILLER BANKASI AS - 2023 ANNUAL REPORT ILLER BANKASI AS - 2023 ANNUAL REPORT | 17



Lo ILLER BANKASI ACTIVITIES IN 2023

2023 Annual Official Investment Program

o— s The 2023 investment program of iller Bankas! A.S. was published in the Official
o Gazette with the Presidential Decree dated 15.01.2023 and numbered 32074.

Within the scope of the published Investment Program;

® Drinking Water Sector
TL 5,912,431 Thousand

T

~I~I-

Energy Sector
TL 1,681,411 Thousand
[}

TL 23,643,853

Municipal Services
(Solid Waste) Sector

TL 3,212,135 Thousand

Transportation (Urban
Transportation)

TL 4.700.852 Thousand .

———

e Sewerage Sector
TL 8,137,024 Thousand

P It is planned to spend TL 23.643.853 Thousand for projects with foreign loans, TL 52.175 Thousand for urban
o infrastructure projects and TL 1.500.000 Thousand for SUKAP, which are included in the Investment Program
of iller Bankas!.

In the Drinking Water sector, which was determined as TL 6.534.681 thousand in the investment program, TL 4.541.281 thousand,
TL 3.114.957 Thousand in Sewerage projects determined as TL 9.066.949 Thousand, TL 729 Thousand in the Municipal Services
(Solid Waste) sector, which was determined as TL 3.212.135 Thousand, TL 1,245,357 Thousand in the Transportation (Urban
Transportation) sector, which was determined as TL 4,700,852 Thousand, and TL 59,751 Thousand in the Energy sector, which
was determined as TL 1,681,411 Thousand, a total of TL 8,961,345 Thousand was spent and 35.57% realization was achieved
according to the official program.
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fil  Realization Status of Investment by Year 2023 Official Program

2023 Investment Program (TL Thousand)

2023
. External
Sector Project
Loan
Count
Energy 5 1.681.411
Drinking water M 5.912.431
Sewage 1 8.137.024
Municipal Services (Solid
8 3.212.135
Waste)
Transportation (Urban
. 7 4.700.852
Transportation)

Total 42 23.643.853

&

Urban Infrastructure
Equalization Allowance

Within the framework of
Provisional Article 1 of Law No.
5779 on Allocation of Shares

from General Budget Tax

Revenues to Special Provincial
Administrations and Municipalities,
the appropriation transferred to
the Bank of Provinces within the
scope of the “Regulation on the
Use of the Appropriation Allocated
for Urban Infrastructure Needs of
Municipalities” is used to finance
mapping, zoning plan, drinking
water, wastewater, solid waste, sea
discharge, project and construction
works carried out by the Bank.

(Thousand TL)

Realization of Investment Program for 2023

.. . External The Ministry Of
The Ministry Of Finance -
Loan Finance
Urban Inf- Urban
rastructure Total Infrast- = SUKAP Total
(From The SUKAP Spending | ructure Spen-
Balance Spen- ding
Allowance) ding
- N 1.681.411 59.751 - - 59.751
22.250 600.000 6.534.681  3.969.262 - 572.019 4.541.281
29.925 900.000 9.066.949 | 2.150.995 - 963.962 3.114.957
- - 3.212.135 729 - - 729
- - 4.700.852  1.245.357 - - 1.245.357
- 8.962.076

52175 1.500.000 25.196.028 @ 7.426.095 1.535.981

Loans and Grants from External Financial Institutions

In 2023, regarding the loans obtained from Foreign Financial Institutions; TL
597,384 thousand from Sustainable Cities Project | provided by the World Bank,
TL 344.517 thousand from Sustainable Cities Project Il, TL 517,566 thousand from
Sustainable Cities Project Il Additional Financing, TL 122,915 thousand from the
Municipal Services Development Project, TL 32,410 thousand from Turkey Eart-
hquake, Flood and Fire Emergency Reconstruction Project, TL 993,458 thousand
from the Local Governments Infrastructure Development Project provided by
the Japan International Cooperation Agency, TL 387,606 thousand from Local
Governments Environmental Development Project, TL 2,150,494 thousand from
the Urban Transportation and Environment Loan from the European Investment
Bank, TL 312,613 thousand from Urban Transportation Projects provided by the
Islamic Development Bank, A total of TL 5,458,963 thousand was spent from
external sources.

Grants from External Finance Institutions; TL 40,178 thousand from the Sustai-
nable Cities Project provided by the World Bank, TL 438,717 thousand from the
Municipal Services Development Project, TL 859,914 thousand from the Munici-
pal Resilience Program provided by the European Investment Bank, TL 646,676
thousand from the Municipal Services Development Project provided by the
French Development Agency, TL 68,195 Thousand from the EU Instrument for
Pre-Accession Financial Assistance Environment and Climate Action Program,
total expenditures amounting to TL 2,053,680 thousand were realized.
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Works carried out with 100% Credits
Financed by Bank Equity

C In addition to the Bank’s investment program, local administrations have been allocated with credits for

the works requested, and combined administrations have been able to implement sewerage, drinking

Q water, maps, zoning, renewable energy, expropriation, road transport system, road construction, Highway
intersections, Underpass-Overpass and urban transformation projects.

... From the construction works of local ... From the project works of local

Ml governments 0 governments;
In 2023, a total of 248 of the local adminstration works In 2023, a total of 23 of the local adminstration works
have been completed, of which 113 roads, 47 drinking project have been completed, 9 units of expropriation,
water, 28 municipal buildings, 19 renewable energy, 18 6 geotechnical and geothermal, 3 drinking water
sewerage and 23 other sectors. boreholes, 2 units of wastewater treatment, 2 smart city

applications, 1 map Project.

Sector Number of Worksin  Number of Works Sector Number of Works in ~ Number of Works
Progress Completed Progress Completed

Expropriation 23 9
Roads 353 113

Geotechnical, Geothermal 9 6
Municipality Const. 273 28

Drinking Water Drilling 8 3
Drinking water 150 47

Wastewater Treatment 6 2
Sewage 70 18 R

Zoning Plan 5 -
Renewable Energy 37 19 Smart City Apps 3 )
Other Infrastructure 53 23 Map 2 1
Total 936 248 Total 56 23

Renewable Energy Geothermal Energy
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Project Studies

In the project works carried out by the Bank, the project studies of 128

works were completed in 2023. For these works, a total of TL 35,138
.@. thousand was spent, including 5,241 thousand TL in loans, TL 29,887

thousand in grants and TL 10 thousand from the municipality.

mim

il 2023 Realization Status of Investments According to the Official Program

. . Number of projects in
‘ Completed Projects in 2023 = Number of Progress in 2024
Project Sector . Tendered .
Expenditures Other Projects Expenditures Other
from bank Works from bank Works
) Network 23 25 22 13 28
Potable Water Project
Treatment 6 5 7 6 4
Network 17 2 1 3 22
Treatment 8 8 - 13 16
Wastewater Project Sector Marine Discharge/
Solid Waste ) ) ) ) 2
Solid waste 22 - 14 33 .
Superstructure Project Superstructure - - - -
Renewable Energy Sector Energy - - - - -
Drinking Water Drilling -
Works Drinking 12 4 5
Total 88 40 58 73 76
Wastewater Project Sector
)
EEEs
a I P
$ogE
e Se €
4 \.’ﬂu» }
NN }aﬂg;\
N
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Wastewater Treatment Project Studies

Water is a limited resource; It is an inevitable fact that with
the increasing population, industrialization, agricultural prac-
tices and urbanization, the need for water and the amount of
wastewater generated from this use are also increasing. One
of the main objectives of our Bank is to develop a manage-
ment system that will ensure the protection and development
of the quality of water resources and their sustainable use.

Wastewater Treatment; As it is known, one of the physical,
chemical and biological treatment processes applied in order
to regain some or all of the physical, chemical and bacterio-
logical properties of water by turning it into wastewater as
a result of various uses, and/or to make the natural physical,
chemical, bacteriological and ecological characteristics of
the receiving environment intact. or a process involving more
than one.

One of the most common methods of wastewater treatment
is biological treatment. The biological activated sludge sys-
tem, which is widely used in the world, is a conventional sys-
tem with advantages in terms of nutrient removal processes,
operation, cost and ease of maintenance, and is applied by
our bank by considering renewable energy technologies, dif-
ferent sludge disposal methods and the use of treated water
in irrigation.

Wastewater Treatment Project Studies

Our most basic duty is to collect the domestic wastewa-
ter that will be generated in the places where we work
within the limits of our duty and authority, and to dispo-
se of them in an environmentally friendly manner and in
accordance with the legislation. In this direction, sewe-
rage network projects are designed to meet the 35-year
needs of the relevant settlements and to be suitable for
the development of the city. Sewage network, collector
lines, and if necessary, pumping lines, which constitu-
te the sewage system during the project and will trans-
mit the wastewater to the wastewater treatment plant,
sewerage systems are formed as a whole with the pum-
ping center and collector lines.

o

In 2023, there are a total of 36 works
designed and ready for construction
within the Wastewater Network Project
Directorate.
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iller Bankasi completes the studies,

projects and constructions of wastewater
treatment plants in accordance with our
country’s legislation within the framework
of the authorization received from our
Municipalities and delivers them to their
Municipalities. Since 2005, 374 Wastewater
Treatment Plant Projects have been
approved, and the projects of 29 works are
continuing.

2023 across Turkey;

Financed by our Bank’s grant and loan
resources

* Atotal of 1400 km of sewerage network,
collector line, pumping line and collector
projects with a construction cost of TL
8.500.000.000 were approved.

 Atotal of 155 km stormwater network
project with a total construction cost of TL
1.800.000.000 was completed and approved.

Aziziye (Erzurum)
Municipality Solar
Power Plant

(999 kwe)

Havran (Balike-
sir) Municipality
Solar Power Plant

(1.000 kWe)

Bitlis (Merkez)
Municipality Solar
Power Plant

(1.987 kwe)

Finished
Work

53

Installed Power (MW)

67,7

Installed Power (MW)

115,1 106,7 110,4

In this respect, our Bank;

* Energy Management (ISO 50001) and Energy Efficiency

* Renewable Energy Sources

* Low Carbon District Heating-Cooling

 Heat Pumps and Heat Storage

« Climate Change Action Plans

The Bank supports Local Governments with the preparation of
studies, feasibility studies and projects, as well as all kinds

of project, technical and financial support required for the
construction of these works.

Finished Finished Finished
Work Work Work

115 112 142
Z\.

Installed Power (MW)

Installed Power (MW)
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Financing, Grant Resources Transferred from
the General Budget and Works Carried Out
with the Appropriation Allocated to be Used

as Grant in accordance with the Banking Law

Water and Sewer Systems

Infrastructure Project (SUKAP)

With the President’s Decision, 50% of
the project amount is granted to the
municipalities with a population of
25,000 or less, and a long-term loan is
extended to the municipality by iller
Bankasi for the remaining 50%. The mu-
nicipalities with a population of more
than 25,000 and included in the annex
of the President’s Decision are alloca-
ted by iller Bankas! without the condi-
tion of complying with the debt stock
limit in the Municipality Law No. 5393.
In addition, the projects of the munici-
palities whose projects are not ready
are primarily designed by iller Bankas!.

Between 2011 and 2023, a total of TL
9.004.682 Thousand of appropriation
was transferred to the iller Bankas! th-
rough the Central Government Budget
Law.

As of 31 December 2023, a total of
TL 19.318.645 Thousand, of which TL
11.224.742 Thousand is loan and TL
8.093.903 Thousand is grant, has been
allocated for 1.513 drinking water and
sewerage investments carried out wit-
hin the scope of SUKAP.

In 2023, a total of TL 3.272.515 thou-
sand was spent, of which TL 1.892.509
thousand from loans and TL 1.380.006
thousand from grant.

Sectoral Breakdown of Works Assigned to Finance with Water

b

Within the scope of SUKAP; ?
1.513 Works As Of 31.12.2023; -@

1.366 Complete
103 Qty. Ongoing Construction
7 Work Business Contract Stage

37 Work The job is at the
tender stage.

bulunmaktadir.

ILLER BANKASI ACTIVITIES IN 2023 OJ

The Works Carried Out With the Allowance

Allocated From Bank Profit

iller Bankas! A.S. Pursuant to paragraph
3 of Article 13 of the Law, the Bank has
fifty percent of the net profit arising
from the balance sheet approved by the
General Assembly; urban regeneration
practices of local governments, maps,
zoning plans, infrastructure and superst-
ructure projects and financing of these
projects are used as a grant in financing
or supporting the interest arising from
the technical and social infrastructure
services of the villages, carried out by
special provincial administrations.

Financing of municipal maps, zoning
plan, drinking water, wastewater, tre-
atment plant, sea discharge, solid was-
te landfill, geothermal energy facility,
urban information system, survey and
project works by contributing 50% to the
remaining 50% i It is made by opening
a loan to the municipality by the Bank.

N\ o
N

Pursuant to the Bank’s law, the grant ap-
propriation of TL 1,634,041 thousand cal-
culated over the net profit of 2022 was
transferred to the accounts.

P \[/"%
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" and sewerage Infrastructure Project (SUKAP) (2011-2023) (31122023)
Potable Water Waste Water Total
Number of finished Works 533 833 1.366
Number of Works Under Construction 47 56 103
Number of Works Under Contract 4 3 7
Number of Works Contracted 14 23 37
Number of Works in Progress 598 915 1.513
Amount of Total Appropriation 7.636.043 11.682.602 19.318.645
Amount of Loans Extended 4.550.253 6.674.489 11.224.742
Amount of Grants Extended 3.085.790 5.008.113 8.093.903
Total Disbursement in year 2023 1.470.782 1.801.734 3.272.516
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In 2023, a total of 54 works, 43 works in the municipal buildings sector and 11 works in the Renewable Energy sector, were
completed in the construction works carried out with the appropriation allocated to be used as grants in accordance with
the Bank’s law. In the construction works carried out, grants amounting to TL 112,122 thousand and loans amounting to TL
39,389 thousand were utilized.

In 2023, a total of 88 works, including 33 works in the geotechnical-geothermal sector, 19 works in the zoning plan sector, 13
works in the sewerage project sector, 11 works in the mapping sector, 6 works in the wastewater treatment sector, 5 works
in the drinking water project sector and 1 work in the drinking water treatment sector, were completed. In the project works
carried out, grants amounting to TL 11,347 thousand and loans amounting to TL 11,346 thousand were utilized.

Together with the amounts carried over from previous years from the appropriation allocated to be used as grants in accordan-
ce with the Bank’s law, a total of TL 1,255,712 thousand grants were disbursed in 2023, including TL 349 thousand for payments
for village and municipal works, TL 1,237,216 thousand for works to be directly contributed, TL 113 thousand for works to be
provided with interest support, and TL 18,034 thousand for audit and consultancy services.
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Republic of Turkiye Minister of Environment,
Urbanization and Climate Change with

Works made under the Protocols

&) Solid Waste Program (KAP)

KAP Procedures and Principles; Presidency Strategy
and Budget Presidency (Tlrkiye Minister Ministry of
Development) was determined by Republic of Tlrkiye
Minister of Environment, Urbanization and Climate Change
and ILBANK and signed on May 26, 2017. The protocol for
supporting PDP projects was signed by the Republic of
Turkiye Minister of Environment, Urbanization and Climate
Change and iLBANK on September 4, 2018 and entered into
force. II. class landfill facility, existing Il. additional lot to
the class landfill facility, Pretreatment plant (mechanical
separation/compost/bio-drying/biomethanization/waste
derived fuel plant) and transfer station project and
construction works are within the scope of the protocol.
Within the scope of the said protocol, an appropriation of
TL 339.687 Thousand has been transferred to our Bank from
the Ministry of Environment, Urbanization and Climate
Change to date. In this context, 31 project works and 14
construction works have been completed. 3 project works
and 11 construction works are ongoing and 5 projects and
1 construction work are at the tender stage. 7 construction
works are in the process of obtaining financing.

In this context, a total grant of TL 354,615 thousand has been
allocated and the total amount spent from the grant to date
is TL 216,150 thousand. The total amount of credit allocated
by our Bank under the KAP is TL 548,101 thousand. The total
amount spent from the loan to date is TL 404,105 thousand.

Under the Goal of Greener and Livable Cities

3,000 km Bike and 3,000 km Green Walkway, 60 km Eco-Friendly Street and
60,000 m2 Noise Barrier Construction Support Protocol

Republic of Turkiye Minister of Environment, Ur-
banization and Climate Change and iller Bankas!
A.S. in cooperation with; Within the scope of the

Studies carried out; A total of 352 applications ?
were made to our bank. {5

100 Days Action Plan, for the creation of cities @® 1.366 It’s complete,
with habitable environment and identity; pro- @ 103 construction is underway,

tocol for the construction of bicycle path, green
walking path, environmentally friendly street
and noise barrier for the purpose of reducing the
effects of traffic pollution and noise exposure,
protecting the physical and mental health, im-
proving the quality of life and raising the aware-
ness of environmental protection as well as con-
tributing to the aesthetics of the city. Signed in
August 27, 2018.
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The project has been evaluated.

Republic of Tlrkiye Minister of Environment, Urbanization and Cli-
mate Change and the commission of our Bank, for projects approved
by the municipality (completed and ongoing works) for applications
for bicycle and green walking tracks, environmentally friendly streets
and noise barriers, as our Ministry and our Bank, a total of approxi-
mately TL 270 million financial support has been provided so far.

¢ e

@

&

Protocol on the Construction
of Common Infrastructures
of the Istanbul International
Financial Center (IUFM)

“Protocol Concerning Construction Activities of Istanbul
International Financial Center ((UFM) Joint Infrastructure”
Republic of Turkiye Ministry of Environment and Urbani-
zation, General Directorate of Spatial Planning, Emlak Ko-
nut REIT Inc. and our Bank on 2 October 2014 and entered
into force. Within the scope of the protocol; With regard
to the Construction of the Istanbul International Financi-
al Center (JUFM) Common Infrastructures Activities, the
procurement of supply construction has been carried out
by our Bank in 2020. Asset Fund Project located property
in Tdrkiye, the Central Bank, Ziraat REIT, Vakif REIT, Halk
REITs, tracking of payments to be made by Business REIT’s
control and inspection services business is conducted by
the Bank.

Ministry-AFAD Permanent Disaster
Housing Protocol

“The Protocol on the Construction of Permanent Disas-
ter Structures, Arranged within the Scope of the Law
No. 7269 on Assistance to be Taken with Measures to Be
Taken for Disasters Affecting Public Life” between our
Ministry and the TR Ministry of Interior Disaster and
Emergency Management Presidency (AFAD) was signed
on 23 November 2017 and entered into force. The finan-
cing resources transferred to our Bank by AFAD within
the scope of the protocol are transferred to the rele-
vant accounts in accordance with the instructions of
the General Directorate of Construction Affairs of our
Ministry for the progress payments of the projects.

ILLER BANKASI ACTIVITIES IN 2023 OJ

S 1

KOYDES (Supporting the
Infrastructure of Villages) Project

With the Presidential Decision, our Bank is tasked with
transferring the KOYDES (Supporting the Infrastructure
of Villages) Project appropriations to 453 Village Servi-
ce Associations in 51 provinces and realizing the expen-
ditures through our Bank. In this context; TL 1,496,700
thousand in 2019, TL 1,496,700 thousand in 2020, TL
1,604,308 thousand in 2021, TL 3,110,964 thousand in
2022 and TL 3,800 million in 2023, totaling TL 11,508,672
thousand, was transferred to the Unions for Providing
Services to Villages for KOYDES Project.
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Between Our Bank and Public Institutions and Organizations -

Works Carried out within the Scope of the Protocols @~  ~---- -t

AFAD Infrastructure Protocol

Protocol Concerning the Transfer of Financing and Progress Payment for Projects under Law No. 7452

in the Investment Program of AFAD Presidency The “AFAD Infrastructure Protocol within the Scope
of Law No. 7452” was signed between our Bank and
the Republic of Turkey Ministry of Interior Disaster
and Emergency Management Presidency (AFAD) on
August 07, 2023 and entered into force. Within the

scope of the protocol, the investment appropriati-

The “Protocol on Transfer of Financing and Progress Payment for Projects in the Investment Program of AFAD Presidency” between
our Bank and TR Ministry of Interior Disaster and Emergency Management Presidency (AFAD) was signed on 25 December 2020
and entered into force. Within the scope of the protocol, the investment allowance allocated for the projects carried out by the
AFAD Presidency is transferred to our Bank and the progress payments prepared and approved by AFAD for these works are paid

to the Contractor’s accounts in line with AFAD’s demands.

AFAD Disaster
Housing Protocol

The “Protocol on the Transfer of Fi-
nancing for Disaster Housing and
Progress Payments” between our
Bank and TR Ministry of Interior Di-
saster and Emergency Management
Presidency (AFAD) was signed on 20
December 2019 and entered into for-
ce. Progress payments for disaster
houses included in the AFAD invest-
ment program within the scope of
the protocol are made to the Cont-
ractor’s accounts in line with AFAD’s
demands.

e

I
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AFAD Provincial Service
Buildings Protocol

The “Protocol on Financing Transfer and
Progress Payment for the Construction
Works of AFAD Provincial Service Buil-
dings and Management Centers” betwe-
en our Bank and TR Ministry of Interior
Disaster and Emergency Management
Presidency (AFAD) was signed on 6 De-
cember 2018 and entered into force. Wit-
hin the scope of the protocol; Progress
payments of Provincial Service Buildings
and Management Centers that have been
tendered, contracted and under construc-
tion by AFAD are made to the Contractor’s
accounts in line with AFAD’s demands.

qn

AFAD Earthquake Zone
Temporary Accommodation
Areas Infrastructure Protocol

The “AFAD Earthquake Region Temporary
Shelter Areas Infrastructure Protocol”
was signed between our Bank and the
Republic of Turkey Ministry of Interior
Disaster and Emergency Management
Presidency (AFAD) on May 17, 2023 and
entered into force. Within the scope of
the protocol, the investment appropri-
ation allocated for the projects carried
out by AFAD is transferred to our Bank
and the progress payments prepared
and approved by AFAD for these works
are paid to the contractor accounts in
line with AFAD’s requests.

on allocated for the projects carried out by AFAD is
transferred to our Bank and the progress payments
prepared and approved by AFAD for these works are
paid to the contractor accounts in line with AFAD’s
requests.

.. Protocols Signed Between Our Bank and Public and
0 |nstitutional Organizations

Expenditures Made

AFAD Permanent Disaster Housing Protocol
AFAD Provincial Service Buildings Protocol
AFAD Disaster Housing Protocol

Protocol on Financing Transfer and Progress Payment for the Projects of AFAD Presidency in the
Investment Program

AFAD Earthquake Zone Temporary Accommodation Areas Infrastructure Protocol
AFAD Infrastructure Protocol under Law No. 7452
AFAD Cooperation Protocol under Law No. 4153

As of 31.03.2024 Total Expenditure in 2024

AFAD Cooperation Protocol
under Law No. 4153

“AFAD Cooperation Protocol within the Scope of Law
No. 4153” was signed between our Bank and the Disas-
ter and Emergency Management Presidency (AFAD) of
the Ministry of Interior of the Republic of Turkey and
entered into force on December 15, 2023. Within the
scope of the protocol, the investment appropriation al-
located for the projects carried out by AFAD is transfer-
red to our Bank and the payments prepared and appro-
ved by AFAD for these works are sent to the accounts of
local governments in line with AFAD’s requests.

(Thousand TL)

Spending Amount
88.454
13.021

97.733

7.803

19.990
81.773
302.189

610.962
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Resource Development Activities and

Urban Transformation Projects

With the Decree numbered 648 and
dated 8 August 2011, iller Bankasi A.S.
Article 3 of the Law titled Bank’s acti-
vities and topics “Implement or make
applications with profitable real estate
investment projects so as not to enter
into any obligations and conditional
obligations for the project resource to
provide funds to the Bank” provision has
been added.

Within this scope, with the resource
development activities, it is aimed to
produce brand projects in order to stren-
gthen the “ILBANK” brand in “superstru-
cture” investments besides “infrastruc-
ture investments” in the field of activity
of our Bank and thus to serve our part-
ners more strongly. For this purpose, our
Bank develops jointly profit-oriented
real estate projects on its own and on
the municipalities of municipalities and
special provincial administrations, ot-
her public and private institutions and
individual.

? The following activities are carried out within the scope
{0}  of iller Bankasi resource development activities;

In this context, in accordance with the relevant
legislation, olup land-based revenue sharing
method ile has the qualification to be evalua-
ted by the iller Bankas! also deemed appropri-
ate by the Municipality real estate;

e Purchase by bank,

e Implementing co-implementation with mu-
nicipalities by using the land-based income
sharing method on these,

With the options, it is possible to offset the
debts of Municipalities to iller Bankasi.

In addition, iller Bankasi also played an active
role in the Urban Transformation Projects and
Brand Cities Development Project realized un-
der the Law on Transformation of Areas Under
Disaster Risk. Within this scope, iller Banka-
si transfers both the projects and half of the
profit from real estate projects to the Ministry
Urban Transformation Special Account for use
in urban transformation projects.

O\ N\

N\

\,

Projects Performed with Municipalities, Public
and Private Organizations and Individuals:

We carry out protocols with the aim of carrying out studies
to develop a common real estate project on properties ow-
ned by iller Bankasi, Municipalities, public institutions and
real persons / legal entities. Following the planning studies,
the said immovables are tendered by means of revenue sha-
ring for the sale of the land, and the obtained revenue is
shared with the project stakeholders.

In 2023, TL 1.381.070 Thousand was spent for fundraising ac-
tivities.

ILLER BANKASI ACTIVITIES IN 2023 OJ

Urban Transformation Projects:

iller Bankas is in the field of application declared wit-
hin the scope of the Law Concerning Transformation of
Disaster Risk Areas No 6306 or in the areas declared
urban transformation and development area within the
scope of Article 73 of Municipality Law No 5393, Repub-
lic of Turkiye Minister of Environment, Urbanization and
Climate Change and / Or authorized institutions / orga-
nizations, performs the urban transformation projects
within the scope of the protocols made and makes app-
lications within the scope of the Tender Regulation of
the Sales, Leasing and Land Sale Equivalence Revenue
Sharing of iller Bankas.

iller Bankasi, within which are owned and technical
consulting services in exchange for the Bank on trans-
fer as properties acquired in the projects as they deem
appropriate and will see the Bank’s appropriate rate and
sales direct sales, is engaged in real estate investment
transactions with revenue sharing and in return method.

Within this context, revenue of TL 1.921.331 Thousand
was obtained from sales transactions in 2023.

Karabaglar Urban
Transformation Protocol

Pursuant to the Protocol dated December 13, 2018 sig-
ned between the Republic of Turkiye Minister of Envi-
ronment, Urbanization and Climate Change of the Re-
public of Turkiye and our Bank, the conditions for the
payment of immovables to be purchased to be utilized
in urban transformation applications in the risky area
have been determined. In 2023, TL 324 thousand was
spent within the scope of the urban transformation
protocol.

AN |

Revenue Sharing
Tenders for Land Sale:

O

TOKI Public Order and Security Urban
Transformation Protocol

a5

In the real estates owned or in the
possession of iller Bankas, iller Ban-
kas! prepares contracts and specifica- Real Estate Sales:
tions for revenue sharing tenders and
realizes contracts and executes the
contract within the scope of Tender
Regulation for Sale, Lease and Sale
of Land.

The “Protocol on the Procedures and Principles of Urban Transformation
Projects to be Implemented in Areas where Public Order and Security is Dis-
rupted in a Way that Will Halt or Interrupt Ordinary Life” was signed betwe-
en our Bank and TOKI (Housing Development Administration) on March 11,
2020 and entered into force. With the protocol in question, works such as
general infrastructure, ground improvement, landscaping, etc. are carried
out on the zoning roads within the project boundaries. In 2023, TL 31,404
thousand was spent for infrastructure construction works within the scope
of the Urban Transformation Protocol.

iller Bankas! carries out real estate
purchase, sale, exchange, leasing
and renting activities within the
scope of the related legislation in
order to secure funds.
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Profile of Credits Provided
out of the Equity of iller Bankasi

Works Carried Out By Municipalities and Special Provincial
Authorities Under The Local Government In-vestments Program

In year 2023, a total of TL 14.502.043 thousand was budgeted to be offered as loans for Material, Equipment, Vehicles and other
Requisites in addition to Cash Support Loan requests and the projects included in the investment programs of local governments.

From the construction works of local governments; 47 drinking water, 18 sewers, 2 solid wastes, 113 roads, 21 other and 28 munici-
pal buildings sectors, 19 renewable energies to be 248 jobs in total with project work 1 map, 6 geotechnical, geothermal, 2 smart
city applications, 9 expropriation, 3 drinking water drilling and 2 wastewater treatment a total of 23 project works, including a
total of 271 works were completed.

Short-Term Loans

No. 5779 “Loans for short-term specialized loans given to lo-
cal administrations for short-term specialized loans for the
shares distributed to iller Bankas! within the framework of
the Law on Granting of Special Provincial Administrations
and Municipal Budget Tax Revenues to the municipalities
and the municipalities in their investment programs.

iller Bankas! ceased to extend short-term credits in 2007 as a
matter of principle, save for in exceptional situations. Howe-
ver iller Bankas! issues letters of guarantee for loans that
local governments obtain from financial institutions other
than the ban. When such administrations default on their
installments etc., the Bank, in its capacity as guarantor, is
responsible for making the payments whenever the benefi-
ciary of the letter so demands. Such payments are booked
to the local governments’ accounts as “short-term loans”.

In addition, a commission fee is charged once every three
months on the outstanding balances of letters of guarantee
issued by the Bank. These amounts are then charged to local
governments’ accounts as “short-term credit”.
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Medium and Long Term Directed Loans

Loans on 3 to 10 year terms for various projects and facilities related
to local governments’ public services which are placed in the Bank’s
investment program by the Ministry of Development and loans ex-
tended since 2005 for infrastructure and superstructure investments
which are included in the Bank’s and in local governments’ invest-
ment programs and which are carried out by the Bank and by local
governments either directly or through tenders, for;

@® sewerage,

@ Rail Transportation System, @ Drinking Water
@® Intersection Arrangement, @ Road Construction,
@® Renewable Energy, @ under-underpass,

O Urban Transformation etc. @ Urban Information System,

are used for the performance of the projects in this framework.

Cash Support Loans

In addition to loans for investments of
Local Administrations, iller Bankas! has
started to use the cash support loan for;
the Payments of severance and indem-
nity that will be paid to the retirement
personnel of the local administrations
since 2010, the cadre will receive more
personnel and paying for other corpora-
te debts in 2011, Local Government cash
payments in 2012, and the urgent current
payments of municipalities since 2015,
this practice was continued in 2023.

In 2023; He extended a cash support
loan of TL 1.515.297 Thousand in total,
of which TL 63,811 Thousand is notifi-
cation and severance pay, TL 1.128.585
Thousand is cash, TL 322.900 Thousand
is current payments.

ILLER BANKASI ACTIVITIES IN 2023 OJ

Non-cash Loans

As per “The Law on the Payment of Sha-
res to Special Provincial Administrations
and Municipalities out of the Tax Reve-
nues of the General Budget” no. 5779,
non-cash loans are extended by issuing
letters of credits with reference to the
estimated amounts calculated once the
debt installments to the Bank and other
agencies are deducted out of the shares
distributed to local governments by iller
Bankasi.

In 2023, a total of 670 letters of guaran-
tee were issued to local governments:
669 letters of guarantee amounting
to TL 37,953,182 thousand and 1 letter
of guarantee amounting to EUR 2,999
thousand. With the decision of the Bo-
ard of Directors of iller Bankas! dated
February 25, 2020 and numbered 9/257,
the commission rate applied to letters
of guarantee was set at 1.5%, and a to-
tal commission income of TL 361,368
thousand was obtained in 2023.

ﬂ

P

Bank’s Financial Assets at Fair Value

Through Profit or Loss

Emlak Konut Gayrimenkul
Yatinim Ortakligi A.S (Emlak Konut REIT)

The capital of Emlak Konut REIT located in istanbul is TL 3.800 Million, iller
Bankasi stake in the company is 0.000032152%, amounts to 60,284.

Loans for Materials,
Equipment, Tools and
Supplies and Expropriation

In order to meet the needs of all kin-
ds of materials, equipment, tools and
materials that local governments need
in the fulfillment of their urban servi-
ces, a total of TL 2.140.370 Thousand, TL
2.070.023 Thousand for Expropriations
and TL 70.348 Thousand, has been ex-
tended by iller Bankasi in 2023.
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Financial Institutions

iller Bankast, in order to keep pace with the globalizing world,
is an international service provider that pioneers the proces-
ses of building modern, sustainable cities in line with sus-
tainable development goals (SDG) and meeting the needs of
our local governments in almost all sectors, while observing
international environmental and social impact standards in
our projects. In line with its vision of “becoming an investment
bank”, within the framework of its vision, it continues its ef-
forts to increase its current work and contacts with internati-
onal financial institutions. Contribution to the green develop-
ment goals of our country is provided by the support given to
the projects of the local governments in line with the climate
change fight and adaptation strategies.

Another priority is to ensure that iller Bankas! expands abro-
ad due to the necessity of constantly working in close con-
tact with international financial institutions, the size of the
international fund volumes it manages, and the breadth of its
portfolio. In this context, it is aimed to create the necessary
infrastructure for iller Bankasi knowledge, experience and ser-
vices to contribute to the realization of projects in countries
where our country attaches importance to bilateral cooperati-
on.In addition, it is foreseen to open foreign representative of-
fices in order to participate more actively in the negotiations
with the European Union and other international organizati-
ons and to accelerate the accreditation processes regarding
international financial management.

iller Bankast; It provides long-term and long-term cooperation
with international institutions and organizations, especially
the World Bank, French Development Agency, Japan Internati-
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onal Cooperation Agency, European Investment Bank, Europe-
an Council Development Bank, United Nations Development
Program, European Bank for Reconstruction and Development
and Islamic Development Bank. continues to direct low-inte-
rest foreign resources to the investment needs of local gover-
nments. The number of local governments receiving interna-
tional financing and the number of sectors supported have
increased over the years, increasing the inclusiveness of this
financing. With internationally financed projects, not only fi-
nancial support is provided to local governments, but also te-
chnical assistance and capacity building activities are used to
support the goals of local governments to create sustainable
and climate resilient cities. At the same time, through these
projects, exemplary projects are being implemented for the
use of new technigues and technologies in urban infrastructu-
re management in innovative sectors such as disaster risk ma-
nagement, renewable energy, energy efficiency, sustainable
urban mobility and climate resilient infrastructures. In other
words, ILBANK builds a sustainability bridge between interna-
tional organizations and local governments.

ILBANK also coordinates international financial support for
post-earthquake reconstruction projects following the di-
saster of the century. In this context, financing agreements
with the World Bank and the European Investment Bank were
signed by the Ministry of Treasury and Finance in 2023, and
financing agreements with the Japan International Coopera-
tion Agency, the European Bank for Reconstruction and De-
velopment, the French Development Agency and the Islamic
Development Bank will be signed in 2024.

World Bank Loan-Municipal
Services Project (11)
(Additional Credit)

Within the scope of the financing prog-
ram of the Country Cooperation Strategy
(CPS), which constitutes the framework
of the financial and technical support
to be provided by the World Bank in
the period of 2008-2011, the Ministry
of Treasury and Finance, the Presiden-
cy, the Strategy and Budget Directorate
and the World Bank The negotiations
that started in January 2008 have been
concluded.

Within the scope of Municipal Services
Project - Il (Additional Loan), a Loan Ag-
reement of Eur 178,200 thousand was
signed between iller Bankasi and the
World Bank on 29 June 2010 for use in
the drinking water, sewerage and solid
waste sectors. Guarantee Agreement
has been signed.

In this context, Sub-Loan Agreements
were signed with Kayseri Metropolitan
Municipality, Denizli (Central), Kirsehir
(Central), Beypazari (Ankara) Municipali-
ties, ASAT (Antalya) and MESKi (Mersin).

94,13% of the loan amount (Eur 167.733
thousand) has been used. The loan has
been closed as of 30 November 2016
and project expenditures will continue
until 31 March 2017, in order to be able
to make payments for work, deliveries
and services until the closing date.

iILLER BANKASI ACTIVITIES IN 2023 OJ

World Bank Sustainable
Cities Project-1

In addition to water, waste water, solid
waste sectors covered in previous proje-
cts financed by the World Bank, this proje-
ct covers transportation, energy efficien-
¢y, and comprehensive city development
zoning plans. Regarding the sustainable
Cities Project, the sustainability of the
three basic elements of international ex-
perience in the financial and social and
environment sustainability is planned to
be implemented in Turkiye.

Project for Sustainable Cities “loan ag-
reement amounting to Eur 121.200 thou-
sand was signed on 26 December 2016
by iller Bankasi A.S. and the World Bank,
and a Guarantee Agreement was signed
between the Undersecretary of Treasury
and the World Bank on the same date.

In this frame, Eur 67.450 Thousand for
the financing of Mugla Metropolitan
Municipality General Directorate of
Water and Sewerage Administration
(MUSKI) and Mugla Wastewater Project,
and Sub-credit agreements amounting
to Eur 121.200 thousand, of which Eur
53.750 thousand for the financing of
Denizli Metropolitan Municipality Wa-
ter and Sewage Administration (DESKI)
General Directorate and Denizli Drin-
king Water, Wastewater and Stormwa-
ter Improvement Projects were signed
on 28 December 2016.

As of 31 December 2023, 98,69% of the
total loan amount (Eur 119.607 thou-
sand) has been used. The loan amount
used in 2023 is Eur 18.339 Thousand.

World Bank Sustainable
Cities Project-2

Within the scope of “Sustainable Cities
Project-2”, the loan agreement amoun-
ting to Eur 73.500 thousand was signed
between iller Bankasi and the World
Bank on 16 May 2018 and the guaran-
tee agreement was signed between the
Treasury of the Prime Ministry and the
World Bank on 16 May 2018.

In this context, Eur 15,500 Thousand for
the financing of Mugla Metropolitan
Municipality Water and Sewerage Ad-
ministration (MUSKI) General Directo-
rate and Mugla Wastewater Project-2
and Antalya Metropolitan Municipality
Water and Wastewater Administration
(ASAT) and Antalya Sustainable Wa-
ter and Wastewater Project. for the fi-
nancing of the Bank, amounting to Eur
73.500 Thousand, of which Eur 58 milli-
on was signed on 17 May 2018.

As of 31 December 2023, 49,91% of the
total loan amount (Eur 36.681 thou-
sand) has been used. The loan amount
used in 2023 is Eur 10.576 Thousand.

ILLER BANKASI A.S - 2023 ANNUAL REPORT | 35



Lo ILLER BANKASI ACTIVITIES IN 2023

World Bank Sustainable Cities
Project-2 Use of Additional
Financing within the Scope

Within the scope of “Sustainable Cities
Project-2” (Additional Financing) Eur
500 Million (Five Hundred Million) Loan
Agreement was signed on 10 July 2019,
and a Guarantee Agreement was signed
between the Ministry of Treasury and Fi-
nance and the World Bank on the same
date. Within the scope of SCP-II (Additi-
onal Financing), it is aimed to increase
the access of participating municipa-
lities and administrations to targeted
municipal services in their mandates.

In this context, our Bank and Kozakli Mu-
nicipality, Konya Water and Sewerage Ad-
ministration (KOSKI), Niksar Municipality,
Konya Metropolitan Municipality, Mani-
sa Water and Sewerage Administration
(MASKI), Balikesir Water and Sewerage
Administration (BASKi), Nigde Municipa-
lity, iscehisar Municipality, Ankara Wa-
ter and Sewerage Administration (ASKI),
Mugla Water and Sewerage Administra-
tion (MUSKI), Kemerhisar (Nigde) Muni-
cipality, Emet Municipality, Cilimli Mu-
nicipality, Merzifon Municipality, Yerkoy
Municipality, Kargl Municipality, Gumus-
hane Municipality, Fethiye Municipality,
Suluova Municipality, Akcakoca Munici-
pality, Susehri Municipality, Alaca (Co-
rum) Municipality, Kapakli Municipality,
Sindirgi Municipality, Keskin Municipality
and Gerze Municipality Sub-Loan Agree-
ments were signed and implemented.

As of 31 December 2023, 6,28% (Eur
21.524 Thousand) of the total loan
amount has been used. The loan
amount used in 2023 is Eur 15.889
Thousand.
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Sustainable City Project
Component A “Sustainable
City Planning and management
systems” Grant

For the Sustainable Cities Project, Com-
ponent A “Sustainable Cities Planning
and Management Systems”, a Grant
Agreement of Eur 23,125 Thousand was
signed between the World Bank and
iller Bankasi on 28 September 2017
regarding the grant provided by the
European Bank and provided by iller
Bankasi through the World Bank. Wit-
hin the framework of the Grant Agree-
ment, technical assistance is provided
to Municipalities / Administrations to
provide comprehensive and integrated
planning, including support for spatial,
social, environmental and financial in-
vestment planning and management of
Municipalities / Administrations.

Component A: It produces contributions
that will enable municipalities to deal
with short and medium-term planning
activities and investment programs
with a sustainable approach, not only
for the infrastructure investments cur-
rently underway. Subprojects under the
Grant Component have the potential to
benefit from ongoing lending projects
because they provide an analytical fra-
mework for making future investments
and monitoring them for their contribu-
tion to enhancing urban sustainability.
Within the scope of Component A, it has
updated not only the planning tools but
also the project development studies
with a sustainability perspective. In
this framework, ILBANK has determined

various priorities for project selection,
such as climate change, energy efficien-
cy, and contribution to sustainable de-
velopment goals, both in the sectors it
has supported for many years and in in-
novative sectors where it has started to
strategically direct its investments.IL-
BANK has started to develop an infrast-
ructure to monitor its contribution to
sustainable development goals.ILBANK
transfers its experience and knowledge
gained through international projects
to the use of national resources and
management processes, and tries to en-
sure the integrity of implementation by
internalizing the sustainability approa-
ch. The original design of the project of-
fers a holistic and integrated approach
to the concept of sustainable cities.

With this project, ILBANK is not only a
source of finance for municipalities, but
also gained significant experience in
new approaches in urban development
and in the municipal sector.

Within the scope of Component A; Stu-
dies are carried out for Current Situa-
tion Assessment and Needs Analysis,
Integrated Urban Water Management
Plan, Capital Investment Plan (CIP) and
Sustainable Energy and Climate Action
Plan (SECAP).

As of 31 December 2023, 92,19% of the
total grant amount (Eur 21.319 Thou-
sand) has been used. The grant amount
used in 2023 is (Eur 1.233 Thousand).

Turkey Earthquake, Flood and
Fire Emergency Reconstruction
Project (TEFWER)

TWithin the scope of the Turkey Earthqu-
ake, Flood and Fire Emergency Recons-
truction Project (TEFWER), a Loan Agre-
ement amounting to 420 Million Euros
was signed between the World Bank
and iller Bankasi AS. and a Guarantee
Protocol was signed between our Bank
and the Republic of Turkey Ministry of
Treasury and Finance on 30.12.2022. Pro-
vinces covered by these projects: Adana,
Antalya, Balikesir, Bursa, Duzce, Elazig,
Hatay, izmir, Kastamonu, Konya, Malat-
ya, Mugla, Rize, Samsun, Sinop, Tokat,
Trabzon and Zonguldak.

In this context, Sub-Credit Agreements
were signed between our Bank and Rize
Municipality for EUR 35 Million, Akcako-
ca (Dlzce) Municipality for EUR 10 Milli-
on, Kastamonu Municipality for EUR 25
Million, Dlzce Municipality for EUR 45
Million, izmir Metropolitan Municipa-
lity for EUR 20 Million, izmir Water and
Sewerage Administration (izSU) for EUR
110 Million, Antalya Metropolitan Muni-
cipality for EUR 14 Million and Antalya
Water and Wastewater Administration
(ASAT) General Directorate for Eur 38 Mil-
lion.

As of December 31, 2023, 0,35% of the
total grant amount of Eur 995 thou-
sand has been used. The amount of
loan utilized in 2023 is 995 Thousand
Euros.
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Turkey Post Earthquake Recovery
and Reconstruction Project (TERRP)

Six International Financial Institutions
were envisaged to urgently meet the in-
frastructure needs of 11 cities damaged
by the earthquake disaster centered in
Kahramanmaras and Hatay on February
6-7, 2023. It is implemented by the Mi-
nistry of Treasury and Finance, iLBANK
and International Finance Institutions
(IFl) under the coordination of the Presi-
dency of Strategy and Budget. Within the
scope of earthquake projects; drinking
water, sewerage, stormwater, treatment
plants, transportation and combating
disaster risks sectors will be financed.
The total foreseen budget of the proje-
cts is approximately Eur 1.84 billion. In
this context, the Eur 388 million TERRP
Project is planned to be implemented
with the World Bank for the financing of
emergency response vehicles and urban
transportation projects, mainly environ-
mental infrastructure projects of local
governments damaged after the eart-
hquake. A 1 Billion Dollar (910.5 Million
Euro) loan agreement was signed on
September 1, 2023 between the World
Bank and the Ministry of Finance as the
financial institution in question and the
repayments of the Eur 388 Million porti-
on of the loan to be executed by ILBANK
will be made by the Ministry of Treasury
and Finance. Furthermore, a “Project Ag-
reement” was signed between the World
Bank and iLBANK on September 1, 2023.
Sub-project studies are ongoing within
the scope of the project.

Public and Municipal Renewable
Energy Project (PUMREP)

The Public and Municipal Renewab-
le Energy Project aims to reduce our
country’s energy expenditures through
investments in the renewable energy
and energy efficiency sectors in public
and municipalities and to support the
fight against climate change by redu-
cing carbon emissions. The project has
a total budget of 500 million Euros, of
which 250 million Euros is for renewable
energy investments in public buildings,
implemented by the General Directora-
te of Construction Works of the Ministry
of Environment, Urbanization and Cli-
mate Change. The other component of
Eur 250 million allocated for renewab-
le energy investments of local govern-
ments is implemented by ILBANK. The
Loan Agreement for the said loan of Eur
250 million allocated to support munici-
palities’ renewable energy investments
was signed between ILBANK and the
World Bank on September 20, 2023. The
project collects renewable energy proje-
ct requests from municipalities.
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Turkey Water Circularity and
Efficiency Improvement Project
(WCEIP)

Within the scope of Increasing Wa-
ter Circularity and Efficiency Project, it
is a project designed to contribute to
the solution of problems in the field
of wastewater management, irrigation
and reuse of treated water in order to
overcome water scarcity caused by cli-
mate change, and the loan agreement
amounting to Eur 75 Million was signed
between iLBANK and the World Bank on
September 20, 2023.

Within the scope of the project, a Su-
b-Loan Agreement was signed between
our Bank and Konya Water and Sewera-
ge Administration (KOSKi) on 22.12.2023.

Japan International Cooperation
Agency (JICA-I) Loan - Municipal
Sewer System and Waste Water
Treatment Plants Development
Projecti

With a view to ensuring the widespread
use of sewage and waste water treat-
ment systems in TUrkiye and improving
the water quality in the receptive envi-
ronments, the “Municipal Sewer System
and Waste Water Treatment Plants De-
velopment Project” Credit Agreement at
an amount of 12.784 Million thousand
Japanese Yen was signed under Trea-
sury guarantee on 22 June, 2011 by and
between the Bank and Japan Internati-
onal Cooperation Agency (JICA), for the
improvement of sewage and waste wa-
ter treatment systems of medium-sized
municipalities. Within the scope of the

loan, Sub-Loan Agreements have been
signed with Biga Municipality, Orhan-
gazi Municipality (BUSKI), Can Muni-
cipality, Kadirli Municipality, Kusadasi
Municipality, Kutahya Municipality,
Osmaniye Municipality, Reyhanli Muni-
cipality (HATSU), Tekirdag Municipality
(TESKI).

Within the scope of the project, 97.07%
of the loan amount was used as JPY
11,623,717 Thousand, and as of 26 July
2021, the Development of Municipal
Sewerage Network and Wastewater
Treatment Plants Project was closed.
However, in order to make payments
for the works, deliveries and services
carried out until the closing date, the
project expenditures continued until
26 November 2021 and the uses were
completed as of this date. Loan repay-
ments continue.

Japan International Cooperation
Agency (JICA- II), Local
Governments Infrastructure
Development Project

Water of local governments where the
Syrians under temporary protection in
our country, in order to meet the de-
mand for wastewater and solid waste
projects in the sector, 15 May 2015 Ja-
pan International Cooperation Agency
(JICA) and the Provincial Bank Inc 45
billion in Japanese yen amounting Trea-
sury guaranteed “Local Government Inf-
rastructure Development Project” is the
Loan Agreement is signed, Within the
scope of the mentioned project, Gazian-

tep Water and Sewerage Administration
(GASKI), Hatay Water and Sewerage Ad-
ministration (HATSU), Kahramanmaras
Water and Sewerage Administration
(KASKI), Adana Water and Sewerage Ad-
ministration (ASKi), Kilis Municipality,
Sanliurfa Water and Sewerage Admi-
nistration (SUSKI), Malatya Water and
Sewerage Administration (MASKI), Os-
maniye Municipality, Gaziantep Met-
ropolitan Municipality and Adiyaman
Municipality, sub-loan agreements have
been signed and implemented.

As of 31 December 2023, 93,45% of the
total loan amount has been used, JPY
42.051.268 Thousand. The loan amount
used in 2023 is JPY 4.788.509 Thousand.

Japan International Cooperation
Agency (JICA-III) Loan, Local
Authorities Environmental
Improvement Project

In support of meeting the increasing
infrastructure needs in the cities where
Syrians under temporary protection live
in our country, As a continuation of the
‘Local Governments Infrastructure Deve-
lopment Project-TK P27’ financed by the
Japan International Cooperation Agency
(JICA) and carried out by our Bank, and
within the scope of TK-P22 “Local Gover-
nments Environment Improvement Pro-
ject,” on 20 August 2021 with the Japan
International Cooperation Agency (JICA).
A Loan Agreement amounting to 45 Bil-
lion Japanese Yen was signed between
iller Bankasi and a Guarantee Protocol
was signed between our Bank and the
TR Ministry of Treasury and Finance on
23 August 2021.

Within the scope of this loan, Sub-Lo-
an Agreements were signed and imp-
lemented between our Bank and Elazig
Municipality, Sanliurfa Metropolitan
Municipality, Malatya Metropolitan Mu-
nicipality, Konya Metropolitan Munici-
pality, Konya Water and Sewerage Ad-
ministration (KOSKi), Ankara Water and
Sewerage Administration (ASKi), Mus
Municipality, Hatay Water and Sewera-
ge Administration (HATSU), Gaziantep
Water and Sewerage Administration
(GASKI) and Adana Water and Sewerage
Administration (ASKI).

As of 31 December 2023, 32,20% of the
total loan amount has been used, JPY
14.294.006 Thousand. The amount of
loan used in 2023 The amount of loan
used is JPY 10.790.324 Thousand.

European Investment Bank (EIB)
I Loan- Urban Infrastructure
Projects |

In order to cooperate in the fields of wa-
ter, wastewater and solid waste in the
field of environment, which is one of
the priority sectors in Turkiye’s Europe-
an Union (EU) Membership Negotiation
process, a Treasury guaranteed “Urban
Infrastructure Projects” Loan Agreement
amounting to Eur 150 Million was signed
between the European Investment Bank
(EIB) and iller Bankasi AS. on 28 June
2012. On 19 July 2019, an amendment
agreement amounting to Eur 3 Million
Thousand was signed between our Bank
and the EIB.

Within the scope of the loan; a sub-c-
redit agreement amounting to 3 Million
Thousand Euros was signed with Yerkoy
Municipality on 9 August 2018.
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As of 31 December 2023, 98,09% of the
total loan amount was used with Eur
2.943 Thousand, and the project loan
disbursement has been completed
and the repayments are still ongoing.

European Investment Bank (EIB)
Loan II-Urban Infrastructure
Projects Il

In order to finance the priority invest-
ment projects of the local governments
in the urban transport, water, wastewa
ter and solid waste sectors, to improve
public health and the environment and
to contribute to the implementation of
the EU acquis in Turkiye in the scope of
Urban Transportation and Environmen-
tal Loan, a Eur 250 million worth Loan
Agreement with the guarantee by Pri-
me Ministry, Treasury Undersecretariat
was signed on 6 October 2015, by and
between the European Investment (EIB)
and iller Bankas!.

On 22 May 2019, an amendment agre-
ement of Eur 200 million was signed
between our Bank and the EIB. Within
the scope of the loan; A Revised Su-
b-Loan Agreement was signed between
Bursa Water and Sewerage Administra-
tion (BUSKI) on 27 March 2019 and on 31
December 2021. Sub-Loan Agreements
were signed between our Bank and
Burdur Municipality on 13 June 2016,
between Eskisehir Metropolitan Mu-
nicipality on 16 August 2021, between
Yozgat Municipality on 24 February 2022
and between Yalova Municipality on 18
April 2022.

As of 31 December 2023, 45,81% of
the loan amount was used, Eur 96.437
Thousand. The loan amount used in
2023 is Eur 66.019 Thousand.

Studies on EIB-MADAD Project

In order to meet the additional infrast-
ructure needs of the local governments,
where Syrian guests, who are under
temporary protection in our country,
live intensely due to the increasing
population due to immigration, by the
European Commission with the decision
of 10 December 2014, a European Union
Regional Trust Fund (MADAD) has a va-
lue of Eur 71.600 Thousand. Grant funds
have been allocated. Infrastructure pro-
jects of Kilis, Adiyaman, Gaziantep, San-
liurfa and Hatay provinces are planned
to be benefited from MADAD grant. The
Grant Agreement between the European
Investment Bank (EIB) and iller Bankas!
was signed on 16, May 2019 under the
“Municipal Resilience Program-I”.

Within the scope of the project, Sub-Fi-
nancial Agreements were signed betwe-
en our Bank and Kilis Municipality, Bes-
ni Municipality, Adiyaman, Gaziantep
Water and Sewerage Administration
(GASKI), Sanliurfa Water and Sewerage
Administration (SUSKi), Hatay Water
and Sewerage Administration (HATSU)
on 15 November 2019 and put into prac-
tice. has been passed.

As of 31 December 2023, 85,88% of the
total grant amount was used as Eur
56.649 Thousand. The grant amount
used in 2023 is Eur 26.399 Thousand.
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Studies on Projects Financed by
the European Union Instrument
for Pre-Accession Assistance (IPA)

Municipality contributions for municipal
environmental infrastructure projects
that use grants under the EU Instrument
for Pre-Accession Assistance (IPA) En-
vironment Operational Programme Bu-
dget are covered by iller Bankasi loans
upon the request of grant beneficiary
municipalities and administrations. EU
projects for which municipal contribu-
tion payments are covered by iller Ban-
kasi loans are monitored by our General
Directorate and Regional Organisations.

The Bank has allocated a loan amoun-
ting to TL 184.709 thousand to 30 muni-
cipalities/administrations and the loan
has expired as of 31 December 2017.

Municipality contributions for munici-
pal environmental infrastructure proje-
cts using grants under the Environment
and Climate Action Programme Budget
of the EU Instrument for Pre-Accession
Assistance (IPA II) period are covered by
iller Bankas! loans upon the request of
the grant beneficiary municipalities and
administrations. EU projects for which
municipal contribution payments are
covered by iller Bankasi loans are mo-
nitored by our General Directorate and
Regional Organisations.

In this framework, Carsamba (Samsun)
Wastewater Treatment Plant Constructi-
on Project, Sorgun (Yozgat) Wastewater
Treatment Plant Construction Project,
Niksar (Tokat) Integrated Water Project,
Elbistan (Kahramanmaras) Wastewater
Treatment Plant Construction Project,
Sirnak (Center) Municipality Wastewa-
ter Treatment Plant Construction Pro-

ject, Bandirma (Balikesir) Integrated
Water Project, 1gdir (Center) Municipa-
lity Wastewater Treatment Plant, Main
Collector Line and Sewerage Network
Construction Project, Trabzon Drinking
Water Supply Project, Sivas (Center) Mu-
nicipality, Kizilirmak Right and Left Bank
Collector Line Construction Project, Can-
kiri (Center) Municipality, Wastewater
Treatment Plant and Sewerage Collector
Line Construction Project, Collector Li-
ne-Wastewater Plant Construction Work
and Consultancy Project for Rize (Cen-
ter) Municipality, Kastamonu Union of
Local Authorities (KASMIB) Kastamonu
Integrated Solid Waste Management,
For Giresun Wastewater Project and
Yiksekova (Hakkari) Wastewater Treat-
ment Plant Construction Project, finan-
cing from our Bank is used by the rele-
vant local administrations.

Within the scope of these projects; 14
municipalities/administrations were al-
located financing amounting to 325.469
thousand TL by our Bank.

As of 31 December 2023, the total
amount of financing used is Eur 12.610
thousand. The amount of financing uti-
lised in 2023 is Eur 2.094 thousand.

(FRIT-11) Project and Related
Studies

Financial Assistance Program for Refu-
gees in Turkiye (FRIT-1I) covered (Water,
Wastewater, Solid Waste, Recreation and
Technical Assistance), including “Munici-
pal Infrastructure Sector” for loans under
the blending of Eur 380 million grant and
Eur 135.500 Thousand amount It is car-
ried out through iller Bankasi and under
the coordination of the Presidency FRIT

Office. With this fund, it is aimed to meet
the infrastructural needs arising due to
the increasing population in our pro-
vinces where Syrians live heavily. On 15
March 2019, International Financial Insti-
tutions submitted their project proposals
to the European Commission. However,
only the proposals of the World Bank and
the French Development Agency (AFD)
were accepted. A Framework Agreement
was signed between AFD and the Europe-
an Commission on 20 December 2019 to
finance a portfolio of Eur 155.890 Thou-
sand, and a Municipal Services Project
| Grant Agreement was signed betwe-
en our Bank and AFD on 13 April 2020,
amounting to Eur 147.350 Thousand.

Within the scope of the said Agreements;
Sub-Grant Agreements between our Bank
and Adiyaman Municipality, Elbeyli (Kilis)
Municipality, Polateli (Kilis) Municipality,
Kilis Municipality, Gaziantep Water and
Sewerage Administration (GASK), Sanli-
urfa Water and Sewerage Administration
(SUSKD) on 22 July 2020, Mardin Water
and Sewerage Administration Administ-
ration (MARSU) on 17 August 2020 and
Mersin Water and Sewerage Administ-
ration (MESKI) on 1 September 2020. Su-
b-Grant Agreement was signed and put
into practice.

Within the scope of FRIT Il (Package 2),
in addition to the Grant Agreement sig-
ned on 13 April 2020, the Grant Amend-
ment Agreement with the French Deve-
lopment Agency (AFD) on December 6,
2021 amounting to Eur 55,779 Thousand,
the Loan Agreement amounting to Eur
63 Million, and the Turkish Treasury and
Finance Agreement with our Bank. The
Guarantee Agreement was signed on 6
December 2021.

Within the scope of the said Agreements;
Between our Bank and Mersin Water
and Sewerage Administration (MESKI)
on 26 September 2022, Credit and Grant,
between Malatya Water and Sewerage
Administration (MASKI) on 01 September
2022, Credit Grant, between Sanliurfa
Metropolitan Municipality, Credit on 03
October 2022, between Gaziantep Met-
ropolitan Municipality On 01 November
2022, Sub-Financial Agreements were
signed between the Credit and Grant
and Adiyaman Municipality and the Loan
on 21 November 2022 and started to be
implemented.

As of 31.12.2023, 11,45% of the total
grant amount was used as Eur 23.260
Thousand. The grant amount used in
2023 is Eur 19.853 Thousand.

Within the scope of the financing to be
made available through the World Bank
(DB) under the European Union’s Finan-
cial Assistance Program for Refugees in
Tlrkiye (FRIT Il) budget, the Management
Agreement (Administration Agreement)
between the European Commission and
the World Bank on 29 September 2020,
and between our Bank and the World
Bank. A loan and grant agreement of Eur
268,990 Thousand in total, of which Eur
135,360 Thousand and Eur 133,640 Thou-
sand grant, was signed on 17 March 2021.

Within the scope of the said Agreements;
Sub-Financing Agreements between our
Bank and Kahramanmaras Metropolitan
Municipality, Osmaniye Municipality,
Kahramanmaras Water and Sewerage
Administration (KASKi), Kayseri Water
and Sewerage Administration (KASKI),
Adana Water and Sewerage Administra-
tion (ASKi), and Konya Water and Sewe-
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rage Administration, (KOSKi) Sub-Grant
Agreements were signed on 20 May 2021
and started to be implemented.

As of 31.12.2023, 13,22% of the total
grant amount was used as Eur 17.663
Thousand. The grant amount used in
2023 is Eur 13.468 Thousand.

As of 31.12.2023, 5,68% of the total loan
amount was used as Eur 7.692 Thou-
sand. The loan amount used in 2023 is
Eur 3.773 Thousand.

Islamic Development Ban Loan
for Urban Transportation Projects

Within the scope of “Urban Transportati-
on Projects”, the Framework Agreement
with the amount of 150 million Euros was
signed between iller Bankasi and Islamic
Development Bank on 29 August 2016 in
order to provide local governments with
financing of urban transportation proje-
cts and the Guarantee Agreement was
signed between the Undersecretary of
Treasury and the Islamic Development
Bank on the same date. In this context, a
sub-financing agreement was signed on
31 August 2016 amounting to Eur 29.388
Thousand so as to finance the project
“Antalya 2nd Stage Square- Airport- Expo
Rail System Vehicle Purchase and Additi-
onal Construction Works”.

Sub-Financing  Agreements  between
Kayseri Metropolitan Municipality and
our Bank within the scope of the “Kayse-
ri Light Rail System Project” amounting
to 30 million Euros and within the scope
of the “Gaziray Commuter Line Project”
with the Metropolitan Municipality of
Gaziantep and 63 million Euros were sig-
ned on 18 November 2019.

As of 31 December 2023, 45,89% of the
total financing amount was Eur 55.778
Thousand. The loan amount used in
2023 is Eur 9.597 Thousand.

Council of Europe Development
Bank (CEB)

Within the scope of the “Strengthening
the Resilience of Municipalities aga-
inst Natural Disasters Project” to be fi-
nanced by the Council of Europe Deve-
lopment Bank (CEB) and implemented
by our Bank; Loan negotiations were
completed with the participation of
our Bank, the Ministry of Treasury and
Finance and the Council of Europe De-
velopment Bank, and the “Loan Agree-
ment” amounting to EUR 200 million
was signed between our Bank and the
Council of Europe Development Bank on
December 21, 2023. A Guarantee Protocol
was signed between our Bank and the
Republic of Turkey Ministry of Treasury
and Finance on December 25, 2023. Su-
b-project studies are ongoing within the
scope of the project.

European Investment Bank Tur-
key Post-Earthquake Reconstruc-
tion Framework Project

In this context, a EUR 400 million loan
agreement was signed between the
European Investment Bank and the
Ministry of Treasury and Finance on
November 15, 2023. ILBANK is the imp-
lementing agency of the loan and the
repayments of the loan will be made by
the Republic of Turkey Ministry of Trea-
sury and Finance.

Sub-project studies are ongoing within
the scope of the project.
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2024 Investment, Budget And Financing Program

~

— 0 for 2024 is planned as TL 93.585.114 Thousand.

iller Bankasi A.S. Investment and Financing Program;

From Bank Resources; TL 20.000.000 Thousand

&

iller Bankasi A.S. The investment and financing allowance

Infrastructure, SUKAP, Superstructure, Other Infrastructure, Renewable Energy, Urban Information Systems, Material and

Equipment Purchase, Expropriation, Notice Severance Pay and Other Personnel Receivables, Cash Support Loan, Other,
European Union Environmental Investments Projects, Cash Loan)

From Grant Resources; TL 4.678.522 Thousand

&

Equalization Allowance TL 52.175 Thousand)

From Foreign Sourced Loans; TL 61.550.284 Thousand
% (Drinking Water TL 19.327.189 Thousand, Wastewater TL 21.086.302 Thousand, Municipal Services TL
7.196.275 Thousand, Energy TL 5.665.827 Thousand, Transportation TL 8.274.691 Thousand)

Outsourced Grants; TL 6.856.308 Thousand
% (Drinking Water TL 3.283.448 Thousand, Wastewater TL 2.648.083 Thousand, Municipal Services
TL 736.474 Thousand, Transportation TL 188.303 Thousand)

(SUKAP Allowance TL 2.726.347 Thousand, Bank Profit Allowance TL 1.900.000 Thousand, Urban Infrastructure

% A total of TL 93,585,114 thousand, including TL 500,000 thousand from Resource Development Activities.

Financing of these investments;
From Loan Principal Returns

From Capital Collection

TL 15.000.000 Thousand

TL 14.000.000 Thousand

From the Resources to be Transferred from the General Budget;

SUKAP and Urban Infrastructure Equalization Allowance

External sources (World Bank, JICA and EIB)

From Interest and Other Collections

From Resource Development and Urban Transformation Activities

anticipated to be provided.

TL 2.778.522 Thousand

TL 68.406.592 Thousand

TL 23.062.220 Thousand

TL 1.778.100 Thousand

TL 67.799.238 Thousand of
this program, which hits
46 jobs, will be carried

out under the investment
program of iller Bankasi,
and other works will be

carried out within the scope

&

of investment programs of

municipalities and special
provincial administrations.

(Thousand TL)

2024 Investment

{,\f .
inl  Iller Bankasi A.S. Summary Of Investment Program For 2024-2026
Pro- Project Amount Cumu.latlve Expenditure
ject Until the End of 2023 Non-Total
Sector Num-
Foreign Foreign
ber Credits Total Credits Total Grant Other
Energy 4 15901140  16.469.429 363.350 363.350 44153 -
Drinking water 13 43236120 74176139 8105157 17181337 4421699  79.533
Sewage 7 87173113 114163944  9.811.654 21794198 4278355 10.000
Municipal Services 6 15.624.567  19.380.757 20212 20212 736.474 -
Transportation (Urban 6 21157800 25020769 3651596 4015818  188.303 -
Transportation)
Total 46 183.092.740 249.211.038 21.951.969  43.374.915  9.668.984 89.533
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Foreign
Credits

5.079.996
13.487.741
28.317.862
7.012.425

6.871.776

60.775.800

Total

5.214.281
15.697.833
31.157.645

7916.133

7.813.346

67.799.238

Allotments Made to Municipalities

Under Laws nr. 5779 on “Allotments of General Budget
Revenues to be Allocated to Special Provincial Authorities
and Municipalities”, and on the Amendment of Certain
Laws and Decrees with the Force ofLaw” (Lawno. 5237 un-
til 1 March 1981 and subsequently by Law no. 2380 until 15
August 2008), iller Bankasi has, based on population and
development index criteria, been required to distribute;

@ Municipalities other than Metropolitan 1,50

@ Metropolitan district municipalities 4,50

The Amount of the Shares by Years is shown in the Table below.

Municipal Shares Transferred to
iller Bankasi Broken Down By Year (Thousand TL)

vears Tra.m.sferred Mu- Distributed Carried Forward

nicipal Shares During the Year  to the Next Year*
1948-2002 7.790.701 7.457.351 333.350
2003 2.920.323 2.970.453 283.220
2004 4.496.119 4.237.926 541.413
2005 5.287.598 5.261.485 567.527
2006 6.247.598 6.171.950 643174
2007 7.048.162 6.885.751 805.586
2008 8.368.934 8.331.671 842.849
2009 8.854.892 8.890.731 807.010
2010 11.271.002 10.892.290 1.185.722
20M 13.242.202 13.037.973 1.389.951
2012 14.441.742 14.253.326 1.578.367
2013 16.908.947 16.716.796 1.770.518
2014 19.518.799 19.184.212 2.105.105
2015 23.734.206 23.474.843 2.364.468
2016 26.721.739 25.821.952 3.264.255
2017 31.095.285 30.857.214 3.502.326
2018 36.635.518 36.062.135 4.075.709
2019 38.789.814 38.463.859 4.401.664
2020 48.079.315 46.372.857 6.108.122
2021 66.614.968 63.780.295 8.942.795
2022 132.686.539 122.898.915 18.730.419
2023 245.694.085 224.995.284 39.429.220
Total 776.448.488 737.019.269

* The transfer balance for the following year in 2023 is the amounts sent from the
Treasury as the share of November at the end of December, and will be distributed to
the municipalities until 10 January 2024 in accordance with the principles of the Law
No. 5779.

Accruals, Remittances and Deductions to
Municipalities in 2023 (Thousand TL)

Accrual Transfer Interruption

2023 224.995.284 201.334.788 23.660.496
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Statutory Shares Transferred to Local Governments

Shares Distributed to

Special Provincial Administrations
According to the Law No. 5779 on esi Share of General
Budget Tax Revenues to Provincial Special Administrations
and Municipalities ve transferred to Iller Bankasi and

(@ 50% According to population,

@ 10% According to land area,

(@ 10% According to number of villages,

@ 15% According to rural population,

@ 15% According to the Development Index of the provinces,

According to the Amount of 0.50% of the Shares Distributed to
Special Provincial Administrations According to Years, is shown
in the Table below.

Amounts of Special Provincial Administration Allotments Transferred to
iller Bankasi Broken Down by Year (Thosuand TL)

Shares of Provincial

Years Special Administra- Distributed Carried Forward

During the Year to the Next Year*

tions

1981 - 2002 1.464.160 1.401.935 62.225
2003 636.372 635.156 63.441
2004 853.010 815.399 101.052
2005 987.286 982.417 105.921
2006 1.172.625 1.158.583 119.963
2007 1.315.764 1.285.351 150.376
2008 1.673.120 1.642.344 181.152
2009 1.908.628 1.916.314 173.466
2010 2.423.822 2.342.414 254.874
201 2.847.457 2.803.159 299.172
2012 3.104.434 3.064.338 339.268
2013 3.635.595 3.594.287 380.576
2014 2.100.669 2.305.820 175.425
2015 1.977.972 1.956.358 197.039
2016 2.226.821 2.151.841 272.019
2017 2.591.271 2.571.430 291.860
2018 3.052.972 3.005.190 339.642
2019 3.329.580 3.302.418 366.804
2020 4.006.710 3.864.504 509.010
2021 5.551.229 5.315.007 745.232
2022 11.057.134 10.241.500 1.560.866
2023 20.474.664 18.749.762 3.285.768
Total 78.391.295 75.105.527

* The transfer balance for the following year in 2023 is the amounts sent from the
Treasury as the share of November at the end of December, and will be distributed to
the municipalities until 10 January 2024 in accordance with the principles of the Law
No. 5779.

Accrual, Remittance and Deductions to
Special Administrations in 2023 (Thousand TL)

Accrual Transfer Interruption

2023 18.749.762 17.518.590 1.231.172
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Debts Subjected to Reconciliation

Under the Provisional Article 3 of the Metropolitan Munici-
palities Act (Statute 5216) and the Provisional Article 5 of the
Municipalities Act (Statute 5393), a reconciliation commis-
sion was set up and charged with “clearing, offsetting, and
deducting” unpaid obligations owed to public agencies and
organizations by metropolitan municipalities and their affi-
liated organizations, or by companies, in which metropolitan
or county municipalities control more than a 50% capital in-
terest. From 2004 to 2008, the commission reported such debt

In accordance with Article 7 of the Law No. 5779, it is notified
by the relevant institutions and cuts from the shares of lo-
cal governments distributed by iller Bankasl. These shares are
transferred to the related institutions according to the Council
of Ministers Decree No. 2010/238. The payer institutions, the
payments made during the year and the transfer balances of
2024 are shown in the table below. In addition, in the following
table, there are debts which are followed within the scope of
the reconciliation pursuant to the provisional article 2 of Law

ILLER BANKASI ACTIVITIES IN 2023 OJ

Debts not Subjected to Reconciliation

The following chart shows the outstanding obligations of municipalities and special provincial authorities reported by Tax Office,
Social Insurance Institution, State Retirement Fund and various agencies subject to Law no. 6183, which are required to be dedu-
cted from the allotments distributed by iller Bankas! to local governments under Article 7 of Law no. 5779, and paid to relevant

agencies as per the Council of Ministers Decree 2010/238.

Debts not Subjected to Reconciliation (Thousand TL)

Creditor Institution Name

Carried Forward

Debited in 2023

Cancelled or Paid *

Carried Forward

reconciliations for 2.464 municipalities to iller Bankasi. No. 6552. to 2023 to 2024
Tax Offices 509.567 685.019 699.992 494,594
. o Tax Offices (6736-7020-7143... S.K) 6.476.665 6.344.180 2.963.514 9.857.331
Debts Subjected to Reconciliation (Thousand TL)
SGK (S.5.K) 4.078.293 16.848.211 18.696.875 2.229.629
Creditor Institution Name Carried Forward Debited in 2023 Cancelled or paid ()~ Caied Forward to SGK (673670207143 S.K) 764.080 6214372 6273724 704.728
SGK (State Retirement Fund) 912.313 7.704.085 7.997.028 619.370
TEDAS 24.878 - 10.779 14.099
SGK (State Retirement Fund6736-7020-7143...
SGK (SSK) 71.805 366.105 420735 17475 SK) 1.025.064 9.074.620 8.817.353 1282331
SGK (State Retirement Fund) 1595 9.508 10.281 822 Special Provincial Administrations (Real 6.896 _ 374 6.522
Estate Tax) : .
Tuberculosis Association 304 ) 304 ) Social Assistance and Solidarity Fund 460 - 145 315
Provincial Directorate of Youth and Sports 1183 - 1183 - Other Institutions (Installment Payables) 921358 4138187 1747424 3312121
Municipalities 662 - 187 415 Immovable Culture Tax Contributions 1.917.567 2.758.731 4149.815 526.483
Special Provincial Administrations 17.595 - 11.839 5.756 Association of Municipalities 121.367 197.295 209.851 108.811
Metropolitan Municipalities 93.013 - 16.914 76.099 Other Institutions 340.519 295.704 464.434 171.789
Affiliated Organizations 381 - 95 286 Development Agencies 342.778 338.368 454966 226.180
Municipal Unions 2249 - 346 1.903 Medical Institutions 52 - 26 26
i ini Association of Municipalities of Turkiye 11192 416.241 421.417 6.016
sﬁsuFti)rl:;:nocfeTurkey Ministry of Treasury 197938 157 92554 105,541 P Yy
General Lighting Expense 73.937 4.442.291 4.365.159 151.069
Finance (6552 SK) 33.229 1791 18.679 16.341
TEDAS 610.388 9.368 344.877 274.879
SGK (6552 SK) 31.369 192344 207.350 16.363 : i,
Eienp;unbclelc of Turkey Ministry of Treasury and 6.822 32207 36.539 2490
SGK (Pension fund. 6552 SK) 108 4770 4718 160
DSi 121.266 149.428 179.814 90.880
Total 476.309 574.675 795.964 255.020
Total 18.240.584 59.648.307 57.823.327 20.065.564

(*) Reasons for the increase in debt / credit columns of Settlement and Non-Settlement debts in 2023:

- Debt updates reported by public institutions and organizations,

- Our Bank account is Tlrkiye Union of Municipalities of the Metropolitan Municipality and the Ministry of Finance Treasury dues to be collected from the General
Directorate of the cancellation of our registration required,
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Other Activities Carried Out By iller Bankasi

In the early years after iller Bankasi was set
up, materials, machinery, tools, and other
supplies required for the potable water and
sewer systems, mapping, surveying, project
development, construction, and drilling ser-
vices needed by local governments had been
procured by contractors.

However, in view of the gradually growing vo-
lume of work, the difficulties brought on by
frequent changes in domestic and foreign tra-
de and customs regimes, the fiscal capacities
of local governments while making large-vo-
lume joint procurements, contractors’ lack of
funds, and a desire to procure better-quality
supplies faster and more economically, it was

thought advisable for such procurements to be
made by the Bank.

For many years it was the practice for iller Ban-
kasi to procure and stock the materials required
for local governments’ investments and to use
them to meet local governments’ needs.

In 2003, the Bank began surrendering such ma-
terials directly to the facilities concerned of lo-
cal governments rather than booking them as
inventory first. In 2004, the Bank began exten-
ding credit to local governments so that they
could procure their own materials, vehicles, to-
ols, equipment, etc. hemselves. When such cre-
dit-financed supplies are to be procured, they
may be purchased by local governmentsor (if it
has been authorized) by the Bank.

b

%
The amount of the
material amounting to
TL 2.140.370 Thousand,
which was delivered
to the municipalities
in 2023 by using
loans or by making
purchases, All credit
materials, machinery,
tools and equipment
purchases by its
expropriation costs.

The chart below provides information about procurements, which municipalities

requested iller Bankasi to make in 2014-2023 together with details of transactions whose
payments were financed on credit. (Thousand TL)

Amount Amount of Amount Amount Amount

of Credit Credit Extended of Credit of Credit Loan of Credit

Years Extended for R Extended Extended for Amount for Extended

for Service R . . X
Heavy-Duty . for Pipe Construction Expropriation for Office
R Vehicles R .

Equipment Pumps Materials Equipment
2014 74377 176.373 18.348 426.382 199.257 2.794
2015 179.097 171.522 4965 150.023 299.809 481
2016 209.034 237.305 80.915 181.412 350.070 7681
2017 114.960 197166 69.092 383.763 261.156 6.288
2018 39.669 92.380 18.776 484.667 169.662 225
2019 48.141 63.412 2778 171.928 42.639 225
2020 120.504 149.742 8.919 261.053 54.779 92
2021 164.937 181.113 54.058 337.298 215.290 2.037
2022 261.810 280.702 284.437 1.251.345 109.438 1.246
2023 114.214 319.461 200.517 1.215.830 70.348 -

Amount of Credit Total
Amount of
Extended for credit Paid
Other Materials

Out

61.562 959.093

17.156 823.053

64.550 1.130.967

94.804 1.127.229

36.405 841.784

36.455 365.578

17.084 612173

51.252 1.005.545

238.157 2.433.135

220.000 2.140.370

The material amounting to TL 14.824 Thousand %
belongs to stationery, computer consumables
and workshop materials in stocks for iller Bankas

needs. Material availability and distribution are

presented in the adjacent table.

O

Material Availability (Thousand TL)

Local Government Material Stocks 9.968
Computer Consumables 1.676
Stationery 2.394
Stock Material in the Warehouse 786
Total Material Availability 14.824
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Electronic Fund Transfer
Transactions

In order to increase the productivity of
its resources while also lowering its fun-
ding costs, iller Bankasl makes extensive
use of electronic funds transfers (EFT) in
the conduct of its banking business and
Within 1 hour period transactions. By ma-
king effective use of modern technology
at its own EFT center, local governments’
shares, progress entitlement so wed to
contractors under lending agreements
to which the Bank is a party, and all dis-
bursements related to the Bank’s current
expenditures are made within one hour
directly to the recipients’ accounts in
line with their instructions and without
the involvement of any other intermedi-
ary bank whatsoever.

In 2023, 97,170 outgoing wire transfers
amounting to TL 2,285,285,057 thou-
sand and 15,001 incoming wire transfers
amounting to TL 2,285,301,790 thousand
were made to various banks and finan-
cial institutions by Iller Bank EFT center.

Banking Operations

iller Bankas! is a development and in-
vestment bank whose activities are go-
verned by article 77 of the Banking Law
(n0.5411). Within the framework of Law
no. 6107 governing iller Bankasi AS. and
of the “iller Bankas! Articles of Incorpo-
ration and Lending Regulations” issued
pursuant to that law, the Bank extends
short-, medium-, and long-term credit to
local governments while also providing
them with non-cash credit.

Pursuant to Article 60 (4) of the Banking
Law and the amendment of the Public
Treasury General Communiqué pub-
lished in the Official Gazette dated 28
February 2018 and numbered 30346, the
Bank provides funds from special provin-
cial administrations, municipalities and
borrowers.

Treasury Management

With the decision of the Board of Di-
rectors dated 16 November 2017 and
numbered 35/968, iller Bankasi made
the city special with the amendment
made in the General Communique of
the Public Treasury published in the
Official Gazette dated 28 February 2018
and numbered 30346 with the decision
of the 60th article of the Banking Law
No. 5411. funds can be accepted from
our administrations, municipalities and
borrowers.

In 2023, TL 77,837,551 thousand fund col-
lection and TL 70,179,290 thousand pay-
ment transactions were realized from
our shareholders, of which TL 7,658,261
thousand was transferred to 2024. TL
1,585,738 thousand in interest was paid
to Iller Bank shareholders and the bene-
ficiaries of these transactions.

In 2023, interest income amounting to
TL 8,145,046 thousand was earned from
the utilization of the Bank’s liquid surp-
lus in the interbank money markets. On
the other hand, the Bank borrowed from
interbank markets and long-term lo-
ans to meet its short-term cash needs,
which resulted in interest expense of
TL 1,646,286 thousand and net interest
income of TL 4,913,022 thousand from
treasury transactions.

Training Activities

iller Bankas! pays special attention to
training activities for human resources.
In order to increase the competencies
and know-how of the Bank staff, cour-
ses and seminars are organized in the
country, and the participation of the
staff in the courses and seminars orga-
nized at home and abroad is ensured.

720 personnel were trained within the
scope of the trainings received by iller
Bankasi in 2023.

Quality Management System

Our Bank has taken the TS EN ISO 9001
2008 Quality Management System Certi-
ficate for the first time from the Turkish
Standards Institute (TSE) on December 3,
2013, and put the quality management
system into practice. The International Or-
ganization for Standardization (1ISO) pub-
lished the I1SO 9001: 2015 version based
on risk-based process management on 15
September 2015 and made it mandatory
to transition to the 2015 version. Our Bank
received the TS EN 1SO 9001: 2015 certifica-
te as a result of the first surveillance and
transition audit conducted in 2018.

Risk-based process management is app-
lied within the scope of TS EN ISO 9001:
2015 as a management system approach in
our bank. The quality management system
implemented in our bank has been integ-
rated with the work of our internal system
units as a result of the studies carried out
in 2019. The processes and risks determi-
ned by the Internal Control Department
and Risk Management Department, which
are our internal system units, are also mo-
nitored within the framework of the quality
management system under the coordina-
tion of the Planning Coordination Depart-
ment. The continuity and up-to-dateness
of the system is provided by the work of
the three departments in question.

In 2022, our Quality Management System
certificate was renewed by TSE. 2023 I. Sur-
veillance Audit was carried out on January
10-11, 2024 and it was decided to continue
the validity of our document.

Insurance

Insurance business Groupama Sigorta Inc.,
Glnes Sigorta Inc. Ankara Insurance Inc.
and Bereket Sigorta Inc., acting as an agen-
cy for the insurance transactions of local
government, bank personnel and other in-
dividuals and companies’ facilities, vehic-
les, materials and buildings, iller Bankas!
issued 6623 policies in 2023 and earned TL
5.094 thousand commission income.
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Research-Development Activities for
New Services and Operations

Pursuant to its governing law, iller Bankasi performs project development, offers consultancy services and secures credit-financing
for the projects for the infrastructure and superstructure investments needed by local govern- ments. The bank keeps a close eye
on advancing technology and the products used in Turkiye and abroad, in parallel with the services it renders.

Within the framework of new fields of activity, work on resource development projects, urban transformation projects, Geographi-
cal Information System and Urban Information System are in progress.

In this respect;

Smart City Applications

The smart city concept is a vision of sustainable urban
development that aims to increase the quality of urban
life by using information and communication technologies
and to establish an effective city management in sectors
such as transportation, infrastructure, superstructure, en-
vironment, economy, health, governance, etc. in accordan-

Street Refinement Projects

There are a total of 245 street sanitization works hand-
led by our Bank upon the request of municipalities.

© For these 245 street sanitization works, a total of

ce with the requirements of the age, and to ensure full
coordination in data collection, information provision and
service production for faster and more accurate functio-
ning of decision and control mechanisms.

Within this framework, iller Bankasi provides financial and
technical facilities for local governments.

Based on the request of local governments, our Bank
will provide the following services in 2023;

© 1 Municipality for the establishment of Smart City App-
lication infrastructure, 1 Special Provincial Administra-
tion for the establishment of Geographical Information
System and 1 Municipality for the establishment of Ur-
ban Information System.

© In addition, feasibility studies were carried out for the
establishment of Intelligent Transportation System for
2 municipalities, Smart City Application infrastructure
for 1 municipality and Digital Archive and City Informa-
tion System for 2 municipalities.
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TL 1.1 billion financing amount has been/will be
allocated by our Bank; TL 454 million as loan and TL
631 million as grant.

A total of 245 projects and constructions are being
carried out by the Bank;

Among these works; 118 works have been
completed, 40 works are under construction, 17
works are at the tender stage, and 70 works are
under project studies.

175 projects have been completed, of which 10
projects have been carried out by the Bank and the
Ministry, 12 projects by the Bank and 153 projects by
the Municipality.
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Sectoral Objectives, Policies and Measures in the
Bank’s Strategic Plan for 2024 and Beyond

Energy

The main objective is to maximize do-
mestic and renewable energy resources
based on the continuous, high quality,
sustainable, secure and affordable sup-
ply of energy, resource diversification in
energy supply and the net zero emission
target for 2053. In this context, practices
to make public buildings more efficient
will continue.

Disaster Management

The main objective is to increase the
resilience of settlements and society
against disasters, to minimize loss of life
and property by reducing disaster risks
and damages, to carry out all process-
es of disaster management effectively,
to increase disaster awareness of the
society and all organizations. Disaster
hazards and risks will be prioritized at
the spatial planning stage and supervi-
sion and sanction mechanisms will be
strengthened to improve practices. Mi-
crozonation studies will be carried out to
identify disaster risks, prioritizing areas
with high disaster risk, and legislation
will be updated to take disaster risks
into account in zoning planning process-
es. Data on disasters will be produced in
sufficient detail and used in planning for
all stages of integrated disaster man-
agement.

Urban Transformation

The main objective is to activate and
expand practices for the transformation
of areas under disaster hazard and risk
and risky buildings outside these areas
in a way to ensure healthy and safe liv-
ing. Spatial planning and urban trans-
formation practices will be handled in
an integrated manner.
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Urbanization

The main objective is to create smart,
safe, sustainable cities and settlements
that are resilient to climate change and
disasters, have qualified residential ar-
eas in harmony with their historical and
cultural background, have high quality
of life, and are based on green and dig-
ital technologies. Data and information
system infrastructure to be used in the
analysis of disasters, hazards, risks and
resilience in the preparation of spatial
plans will be developed.

Construction, Engineering-
Architecture, Technical Consultancy
and Contracting Services

The main objective is to create a sus-
tainable and safe built environment that
utilizes renewable resources in line with
the net zero carbon target and to ensure
green transformation in the construction
sector and to support technical consul-
tancy services. Renewable energy utiliza-
tion rates in buildings will be increased
and buildings with high energy efficien-
cy will be made widespread. Nearly Zero
Energy Building (nSEB) criteria will be
improved and developed.

Environmental Protection

In line with the Sustainable Develop-
ment Goals (SDGs), the main objective
is to ensure the transition to a low-car-
bon economy that is resilient to the
impacts of climate change, to protect
and manage the environment and nat-
ural resources with an understanding
of social justice, and to increase public
awareness and sensitivity towards the
environment. In order to minimize the
harmful effects of all wastes on human
health and the environment, necessary
measures will be taken regarding their
release into the air, water and soil.

Urban Infrastructure

In urban infrastructure, the main objec-
tive is to create sustainable systems
that provide access to healthy and reli-
able drinking and potable water, mini-
mize the impacts of wastewater and sol-
id wastes on human and environmental
health, and ensure cost-effective, clean
and energy-efficient urban transporta-
tion systems that are easily accessible
for all individuals and have strong in-
ter-modal connectivity. Efforts to over-
come existing obstacles such as lack of
supervision, technical knowledge and
capacity in the construction and opera-
tion of wastewater treatment plants will
be accelerated, support mechanisms for
their operation in accordance with the
standards and alternative systems for
the disposal of wastewater treatment
plant sludge will be developed. The “Sol-
id Waste Program”, which is implement-
ed to support solid waste management
projects that local governments have
difficulty in financing, will be expanded.

Local Governments

The main objective is to transform lo-
cal governments into a structure that
ensures citizen satisfaction, provides
effective, fast and quality services, is
prepared for disasters, prioritizes envi-
ronmental protection, adapts to techno-
logical developments, is participatory,
transparent, accountable and ensures
financial sustainability. Legislation will
be prepared to ensure that disaster
risks are taken into account in tech-
nology and location selection and con-
struction processes in the construction
of local government infrastructure facil-
ities. Financial support mechanisms will
be established to enable local govern-
ments to combat disasters and climate
change more effectively.

ILLER BANKASIACTIVITIES IN 2023 0)

Medium Term Macroeconomic Targets and Policies

Green Transformation

In line with the 2053 net zero carbon
emission target, work will be carried
out to prepare a long-term low emission
development strategy in line with devel-
opment plans. Zero waste practices will
be popularized. The use of technologies
and materials with low noise level and
greenhouse gas emissions in road con-
struction projects will be expanded. En-
ergy efficiency efforts will continue in
public buildings and services, and the
technical and administrative infrastruc-
ture required for wider use of energy
performance contracts will be devel-
oped. Energy efficiency efforts will con-
tinue in public buildings and services,
and the technical and administrative
infrastructure required for wider use
of energy performance contracts will
be developed. Within the framework of
Environmental, Social and Governance
criteria, participation in international
financial markets will be accelerated
and financing needs of investments will
be met by developing innovative and
sustainable financing instruments for
green transformation.

Public Finance

In February 2023, necessary measures
will continue to be taken to eliminate
the effects of the earthquake by re-
habilitating and reconstructing the
regions damaged by the earthquakes
centered in Kahramanmaras and Hatay,
one of the biggest disasters of the cen-
tury. By rationalizing the public invest-
ment program, investments that will
produce economic and social benefits
by being completed in a short time will
be prioritized.

Financial Stability

Development and investment banking
will be developed to become more ef-
fective in financing investment projects
with a focus on strategic products and
priority sectors. New products and ser-
vices in green finance will be developed
by raising awareness on Environmental,
Social and Governance (ESG) criteria.

Disaster Management

Priority will be given to projects for the
full normalization of socio-economic life
in the provinces affected by the Kahra-
manmaras and Hatay earthquakes and
for the compensation of earthquake dam-
ages. Within the scope of reconstruction
efforts, the resilience of infrastructures
in the earthquake zone against disas-
ters will be increased, contributing to
the formation of a healthy and resilient
texture of the region, while at the same
time, investments that will encourage
green transformation and increase en-
ergy efficiency will be supported within
the framework of reconstruction efforts.
Inclusive, healthy, safe and resilient liv-
ing spaces in disaster-prone areas will be
planned as a whole with infrastructure
and superstructure facilities and built in
a sustainable environment and in accor-
dance with social housing standards.
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Board of Directors

Eyyiip KARAHAN Chairman of the Board

He was born on 21.021962 in Giimiishane. He graduated from istanbul University, Faculty of Economics, Department of Business Admin-
istration/Social Politics in 1984. He worked as Accounting and Sales Responsible in various companies. He served as istanbul Provincial
General Assembly Member, istanbul Metropolitan Municipality Assembly Member and Plan Budget Commission Member. He worked as
Commercial Manager at HAMIDIYE AS., a subsidiary of istanbul Metropolitan Municipality and as Assistant General Manager in charge of
Financial and Administrative Affairs at ISFALT AS., ISTAC AS. and KIPTAS AS. In November 2007, he was appointed as the General Manager
of AGAC AS., a subsidiary of istanbul Metropolitan Municipality. He served as the Chairman of the Board of Directors at Agac A.S., Metro
AS. and Kultur AS. As a result of the appointments made in July 2014, he was appointed as Assistant Secretary General in charge of
Financial Affairs and Subsidiaries of istanbul Metropolitan Municipality. With the Presidential Decree No. 2021/602, he was appointed
as the Director General of Environmental Management of the Ministry of Environment, Urbanization and Climate Change. Established in
2021, he also served as the Chairman of the Board of Directors of the Turkish Environment Agency until 2023. With the approval of the
Minister of Environment, Urbanization and Climate Change, he was appointed as a Member of the Board of Directors of iller Bankasi AS.
on 25.08.2023 and elected as the Chairman of the Board of Directors of iller Bankasi AS. on 28.08.2023. He is married and has 3 children.

Selim YAGCI Vice Chairman of the Board / Chairman of the Audit Committee

He was born in 1966 in Cumali Village of Bilecik Province. He completed his primary, secondary and high school education in Bilecik,
Bursa and Canakkale between 1973-1984. He completed his primary, secondary and high school education in Bilecik, Bursa and Canak-
kale between 1973-1984. Between 1989 and 2004, he served as a judge for 15 years in Tunceli, Sivas, Trabzon and Sakarya provinces.
Between 2004-2018, he was elected as Mayor of Bilecik Province for 3 terms and served for 15 years. Between 2004-2018, he served as
the Marmara Municipalities Union Assembly Chairman and Council Member. Between 2004-2018, he served as the President of Bilecik
Municipalities Union and Bilecik Karasu Drinking and Utilization Water Union. Between 2009-2018, he served as a Board Member and
Vice President of the Union of Turkish World Municipalities. He was elected as the 27th Term Deputy of Bilecik between 2018-2023
and served as a Member of the Interior Commission between 2018-2023. Between 2018 and 2023, he served as the Chairman of the
Turkey-Ecuador Friendship Group. Since 2018, he has been serving as Vice President of Local Governments of Ak Parti. With the approval
of the Minister of Environment, Urbanization and Climate Change, he was appointed as a Member of the Board of Directors of iller
Bankasi AS. on 25.08.2023 and elected as Deputy Chairman of the Board of Directors of iller Bankasi AS. on 28.08.2023. He is married
and has two children. He speaks English and Arabic.

Recep TURK General Manager / Board Member

Born in izmir in 1976, Recep Tiirk graduated from Ankara University, Faculty of Political Sciences, Department of Public Administration
in 1995-1999. After completing his education, he started his professional career at Tirkiye Halk Bankasi A.S. in 2000 and worked as Vo-
cational Officer-Inspector-Deputy Chairman of the Board of Inspectors between 2000 and 2009, Assistant Regional Manager between
2009 and 2011, Branch Manager between 2011 and 2012, and Regional Manager between 2012 and 2014. Mr. Turk continued his career
at Ziraat Bankasi A.S. and served as Head of Department between 2015-2016, Regional Manager between 2016-2018, and Head of Credit
Risk Monitoring, Liquidation and Legal Group in 2020-2021. Recep Tirk has served in various positions in his professional life such
as Ziraat Bank of Georgia, Ziraat Bank of Azerbaycan, Ziraat Finansal Kiralama A.S., Halk Emeklilik A.S. Board Member and Gaziantep
Chamber of Commerce Assembly Member. Mr. Turk, who has been serving as the Assistant General Manager of Credit Risk Monitoring
and Liquidation at Ziraat Bankasi A.S. since April 2021, was appointed as the General Manager of iller BankasI AS. with the Presidential
decree published in the Official Gazette on Friday, August 11, 2023.

Miicahit DEMIRTAS Board Member

Miicahit DEMIRTAS was born in 1959 in Refahiye. In 1982, he completed his undergraduate education at Istanbul Technical University
Sakarya Engineering Faculty Civil Engineering Department. Between 1982-2009, he worked at various levels in Simerbank General
Directorate, Bursa Provincial Directorate of National Education and Istanbul Metropolitan Municipality. DEMIRTAS, who served as the
Member of the Board of Directors of IGDAS between 2005 and 2009, has been serving as the Istanbul Provincial Directorate, the Gene-
ral Directorate of Construction Affairs and Deputy Undersecretary since 2009 and has been serving as the Deputy Minister since June
2018. He was appointed as a Member of the Board of Directors at iller Bankasi AS. with the Approval of the Minister of Environment,
Urbanization and Climate Change, dated 29 September 2016 and numbered 9687. On July 20, 2018, DEMIRTAS resigned as the Chairman
of the Board of Directors and continued to serve as a Member of the Board of Directors and was reappointed on September 29, 2022.
He is also the President of the Union of Turkish World Engineers and Architects and speaks English and Arabic. He is married and has
4 children.

52 | iLLER BANKASI AS - 2023 ANNUAL REPORT

MANAGEMENT AND CORPORATE GOVERNANCE PRACTICES OJ

Board of Directors

Tufan BUYUKUZUN Vice Chairman of the Board / Chairman of the Audit Committee

Tufan BUYUKUZUN was born in 1975 in Gaziantep. He completed his primary, secondary and high school education in Gaziantep. He
graduated from Ankara University, Faculty of Political Sciences, Department of Labor Economics and Industrial Relations in 1996. He
served as National Real Estate Controller between 1997-2004, Head of Department between 2004-2012, and Deputy General Manager
between 2012-2014 in the Ministry of Finance. Between 2014 and 2016, he served as the General Manager of the State Supply Office and
the Chairman of the Board of Directors. He was appointed to the General Directorate of National Real Estate in 2016 and continues to
work. He was appointed as a member of the Board of Directors of iller Bankasi AS. with the approval of the Republic of Turkey Ministry
of Environment, Urbanization and Climate Change dated March 25, 2022 and numbered 3287301 and started his duty on March 29, 2022.
He was elected as a member of the Audit Committee with the Board of Directors’ resolution dated April 7, 2022 and numbered 14/385.

Rahmi METIN Board member*

Rahmi METIN was born in Rize in 1969. He completed his primary and secondary education in Rize. He graduated from Atattirk Univer-
sity, Department of Sociology in 1993. He worked as a philosophy teacher in a private classroom in Rize between 1993-2004 and also
served as the General Manager of the private teaching institutions. In 2004, he was elected Rize Provincial Council Member in the Local
Elections, and he served as the President of the Assembly until 2009. In the 2009 Local Administrations Elections, the Provincial General
Assembly Member was re-elected and served as the Speaker of the Assembly until 2011 and until 2014 as a Member of the Assembly.
He served as president for 3 terms at Rize University Alumni Association (RUDER) and between 2009-2014 at University Development
Association in Rize. Rahmi METIN, who was the founding member of the Development Foundation and Chairman of the Supervisory
Board at Recep Tayyip Erdodan University, was elected Mayor of Rize in the 31 March 2019 Local Administrations Elections. iller Bankas
AS. was held on 27 June 2019. METIN, who was elected as a Member of the Board of Directors on behalf of the Municipalities at the
Ordinary General Assembly meeting, was re-elected on 24 March 2022 and still continues this duty. He is married and has 4 children.

Hakan AKKAS Board member*

Hakan AKKAS was born in Sivas in 1967. He graduated from Dokuz Eylul University Faculty of Law in 1991. After his internship and mi-
litary service, he started to work as a lawyer under the Sivas Bar Association since 1994. During his military service, he contributed to
his directive on the “Trial of Soldiers, Hiring a Lawyer and Paying the Wages”, which he has contributed greatly in writing. He worked
as a Member of the Board of Directors of Sivas Demir Celik Enterprise between 1996-1997 and as Manager of the Sivas Bar Association
between 1999-2003. Hakan AKKAS, who was elected as Sivas Provincial Council Member in the Local Elections held in 2019, also fulfills
his duty as the President of the Assembly. iller Bankasi AS. was held on 27 June 2019. AKKAS, who was elected as a Member of the
Board of Directors on behalf of Special Provincial Administrations at the Ordinary General Assembly Meeting, was re-elected on 24
March 2022 and still continues this duty.

Within the framework of Article 7 of the Law on iller Bankast Joint Stock Company numbered 6107, the Board of Directors of the Bank consists of 7 members, together with the Ge-
neral Manager. Four of the members of the Board of Directors are appointed by the Minister of Environment, Urbanization and Climate Change, and two are elected by the General
Assembly among the two candidates proposed by the Ministry of Internal Affairs among the Mayors and Provincial Special Administration representatives who attended the General
Assembly to represent Municipalities and Special Provincial Administrations. At the first meeting following the oath ceremony, the Board of Directors elects a member from among
them as the chairman and vice chairman. The term of office of the Members of the Board of Directors is three years, and those whose term of office expires can be reassigned.

The Board of Directors must convene at least once a month in order to fulfill its duties and responsibilities assigned by iller Bankast A.S. Law and iller Bankast A.S. Main Contract. 72
Ordinary Meetings were held by the Board of Directors in 2023 and a total of 2207 decisions were taken at these meetings.

Paragraph (1) of article 12 of iller Bankas! AS. Law No. 6107 states that “monthly fees and other payments may be made to the members of the Board of Directors in an amount not
exceeding the amount determined by the High Planning Board every year and determined by the General Assembly”. Apart from paying wages, financial benefits such as the right
to peace, premium and profit share are not provided.

Our Bank does not have a Credit Committee, which is one of the committees that can be established to assist the Board of Directors and the Audit Committee.
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\ While carrying out its works within the framework of the “Regulation on the Working Procedures and Principles of the

Audit Committee

e N

Selim YAGCI Tufan BUYUKUZUN
Chairman of the Audit Committee Audit Committee Member

Mr. YAGCP’s Resumé Is found on page 52 Mr. BUYUKUZUN’s Resumé Is found on page 53

The Audit Committee, established on 22 February 2008 with the decision of the Board of Directors No. 8/92, on behalf of
the Board of Directors, to monitor the effectiveness and adequacy of the internal systems of the Bank, the functioning of
these systems and accounting and reporting systems within the framework of laws and related regulations, and indepen-
dent audit. is responsible and responsible for conducting preliminary assessments in the election of its institutions by
the Board of Directors, and regularly monitoring the activities of these organizations selected by the Board of Directors.

Audit Committee” approved by the Board of Directors’ decisions dated 25 June 2008 and numbered 21/298, the Board of
Directors dated 23 July 2011 and numbered 23/286 after the Law on iller Bankasi AS. The iller Bankasi A.S. Audit Commit-
tee Regulation, which was adopted with the decisions of the Board of Directors, has been repealed and continues to be
executed within the framework of the iller Bankasi AS Audit Committee Requlation adopted by the Board of Directors’
resolutions dated 27 September 2012 and numbered 29/520.

The Audit Committee held 33 meetings in 2023 and 60 topics were discussed at these meetings.

Information on the

Assets and Liabilities
Committee

Chairman Members
Recep TURK, Salih YILMAZ, Vice General Manager

General Manager and Member of Board of Directors Onuray GOZUTOK, Vice General Manager

The Asset-Liability Committee of the Bank was established with the Board of Directors’ decision dated 19 March 2014 and
numbered 3/28. The Committee, which meets at least once a month, manages the Bank’s financial structure, portfolio,

\ loan rates, developments in money and capital markets and other banks, manages the Bank’s assets and liabilities and

determines the policies regarding fund movements, and executes the related units for the management of the Bank’s

I
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Information On The Audit Board Committee

Turan KONAK
Audit Board Member

Turan KONAK was born in 1973 in Vakfikebir. After
completing his primary and secondary education
in Trabzon, he graduated from Istanbul University,
Faculty of Political Sciences, Department of Public
Administration in 1994 with the first rank. Later, he
completed his master's degree in the Public Ad-
ministration Department at the same university.
Later, he completed the MBA program in the De-
partment of Business Administration at Beykent
University. He started his business life in 1995 in
Istanbul Metropolitan Municipality, Directorate of
Council. He worked as an Assistant Manager and
Manager in the same unit. Later, he served as the
Head of the Registry and Resolutions Department.
In addition to being a member of the Municipal
Council, he served as a Board Member and Cha-
irman of the Board of Inspectors and affiliates of
Istanbul Metropolitan Municipality. He served as a
member of the Istanbul Provincial Human Rights
Board. During this period, he gained experience
in the Municipal Council and the council, tender
legislation, zoning plans and zoning applications,
electronic correspondence and digital archive, and
auditing in local governments, attended many
seminars and gave seminars on these topics.
Between 2016 and 2018, he served as the Head
of Department and then as the Head of Administ-
rative and Financial Affairs at the Prime Ministry
and was appointed as the Director General of
Local Governments on 6 August 2018. T.C. August
10, 2018 and 141256 numbered by the Ministry of
Environment, Urbanization and Climate Change
with the date of the date of 141256 appointed as
a Member of the Supervisory Board of the Bank of
Provinces, appointed on August 15, 2021 and still
continues this duty by the Ministry of Environ-
ment, Urbanization and Climate Change. KONAK,
who speaks English, also works as a manager in
various non-governmental organizations.

Tuncay iNCi
Audit Board Member

Tuncay INCI was born in Ankara in 1982. He comp-
leted his primary, secondary and high school
education in Ankara. He graduated from Anadolu
University, Faculty of Economics and Administra-
tive Sciences, Department of Economics in 2005.
He completed his master’s degree in International
Business Administration (MBA) at the University
of East London. Starting his professional career
as Assistant Tax Inspector in 2011, Mr. INCi was
appointed as Tax Inspector in 2014 and Chief Tax
Inspector in 2022. Between 2017-2018, he worked
in an administrative position in the strategy and
business development unit within the Presidency
of the Tax Inspection Board. Between 2019-2020,
he served as Group Head at the Capital Group Pre-
sidency of the Tax Inspection Board, and between
2020-2021, he served as Head of Department at
the Ankara Tax Refunds Audit Department of the
Presidency of the Tax Inspection Board. During
this period, he served as a member of the Central
Report Evaluation Commission of the Tax Audit
Board, as a member of the Competence and Quali-
fication Commission and as a member of the R&D
Evaluation and Audit Commission of the Ministry
of Industry and Technology. He was appointed as
a member of the Board of Auditors of iller Bankas!
AS. by the Republic of Turkey Ministry of Treasury
and Finance on September 29, 2022. He speaks

fluent English.

Y,

Ahmet Sami CEYLAN
Audit Board Member

Ahmet Sami Ceylan was born on April 28, 1971 in
Yesilyayla village of Corum. He graduated from
Cukurova University, Faculty of Agriculture, De-
partment of Agricultural Machinery. He started his
business life in the family company. Corum served
in the AK Parti organization for a total of 9 years,
including 2.5 years as the Head of Political and
Legal Affairs in the AK Parti Central District Ad-
ministration, 2.5 years as AK Parti Central District
Vice Chairman, 2.5 years as AK Parti Central Dist-
rict Chairman and 4 years as AK Parti Provincial
Chairman. He was a founding member of Corum
Independent Industrialists’ and Businessmen’s
Association (MUSIAD) Corum, founding member
of All Industrialists’ and Businessmen’s Associa-
tion (TUMSIAD) Corum, Imam Hatip High School
Students Platform Corum coordinator, Corumspor
Supreme Board chairmanship and founder, chair-
man and board member in many non-governmen-
tal organizations established for public benefit.
He was a member of the AK Parti FMC and the
TBMM Commission on Agriculture, Forestry and
Rural Affairs. With the approval of the Minister of
Environment, Urbanization and Climate Change,
he was appointed as a member of the Supervisory
Board of iller Bankas! A.S. on August 25, 2023 and
took office on the same date. Fluent in English,
Ceylan is married and has 2 children.

+ Pursuant to Article 9 of Law No. 6707 on iller Bankast A.S. Two members are appointed by the Republic of Ttirkiye Ministry of Environment, Urbanization and Climate Change and one
member is appointed by the Republic of Turkiye Ministry of Treasury and Finance. Members of the Audit Board must meet the requirements for the members of the Bank’s Board of
The Asset-Liability Committee held 12 meetings in 2023 and made 12 decisions. Directors.

/ « Article 9, paragraph (2) of Law No. 6107 on iller Bankast AS. stipulates that “Members of the Audit Board shall be paid a monthly salary and other financial rights in an amount to be
determined by the General Assembly, not exceeding the salary and other financial rights determined by the High Planning Council for the membership of the Audit Board each year.”
No financial benefits other than salary payments are provided.

balance sheet. follows the decisions to be taken and the implementation of the decisions taken.
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Information on General Manager and

Assistant General Managers

Recep TURK

General Manager / Board Member

Mr. TURK’s Resumé Is found on page 52

Salih YILMAZ

Deputy General Manager

Salih YILMAZ, was born in Kemaliye in 1966. Af-
ter graduating from Vefa High School,in 1988,
he graduated from Istanbul University, Faculty of
Economics. He worked for a while in the private
sector, and in the period 1995-2007, as a Public
Accountant. Mr. Yilmaz was appointed as an Au-
ditor of iller Bankas! in 2006. During his tenure at
that position, he was appointed to the Boardof
Directors of iller Bankas! through the Joint Decree
dated 22 March, 2007. Thereafter he served as a
Member of the Audit Committee, Chairman of the
Audit Committee, Deputy Chairman of the Board
of Directors, and a Consultant. Since 17 April, 2014,
he continues to serve as a Vice President. He stu-
died on Project Finance and Credit Analysis at the
Banking Formation Institute of Luxembourg (IFBL).
He holds Islamic Finance and Sukuk Training Certi-
ficates (from INCEIF and Capital Market Licensing
Registry and Training Agency), Expert Witness Cer-
tificate, Independent Auditor License for Capital
Markets, Credit Rating Expert License, Corporate
Governance Rating Expert License, and Advanced
Capital Market Operations License. Tirkiye and
Middle East Public Administration Institute in the
Top 52. Period for Public Diplomacy Training Prog-
ram (KADEP) completed. Furthermore, he is an In-
dependent Auditor accredited by Public Oversight,
Accounting, and Audit Standard Agency.
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Volkan BEKTAS
Deputy General Manager

Volkan BEKTAS was born in 1974 in Vakfikebir,
Trabzon. He graduated from Karadeniz Technical
University, Department of Mechanical Enginee-
ring in 1998. In 2013, he completed his master’s
degree at Avrasya University, Department of
Business Administration. He worked as Mecha-
nical Engineer at iller Bankas! Erzurum Regional
Directorate between 1998-2001, Engineer at iller
Bankas! Trabzon Regional Directorate between
2001-2011, Technical Specialist at iller Bankasi
Trabzon Regional Directorate between 2011-2013,
Construction Implementation Manager at Trabzon
Regional Directorate in 2013, Gaziantep Regional
Manager between 2013-2018, Trabzon Regional
Manager between 2018-2019. He was appointed as
Acting Assistant General Manager with the appro-
val of the General Directorate Authority dated 18
January 2019 and numbered 6247. With the Presi-
dential Decree dated 15 May 2019 and numbered
30775 published in the Official Gazette, he was ap-
pointed as Deputy General Manager and he is still
serving in this position. He speaks English at in-
termediate level. He is married and has 2 children.

Erdogan TOPCU
Deputy General Manager

Erdogan TOPCU was born on 5 October 1966 in Ar-
danug district of Artvin. He completed his primary,
secondary and high school education in Ardanuc.
In 1987, he graduated from Firat University, Faculty
of Engineering, Department of Civil Engineering.
In 2015, he graduated from Anadolu University
(AOF) Faculty of Business Administration, De-
partment of Business Administration. In 2019, he
completed his master’s degree in Real Estate De-
velopment and Management at Ankara University
Institute of Science and Technology. In 1988, he
started working as a Civil Engineer at Trabzon Re-
gional Directorate of iller Bankasl. He completed
his military service as a reserve officer in Ankara
between 1991-1992. After working as a Civil Engine-
er, Branch Manager and Manager at iller Bankasi
between 1988 and 2016, he served as the Head
of Investment Coordination Department, Trabzon
Regional Manager and Head of Infrastructure Imp-
lementation Department between 2016 and 2020
(April). On 22 April 2020, Mr. TOPCU was appointed
as Acting Deputy General Manager and continues
his duty as a principal with the Presidential Dec-
ree No. 2022/499 published in the Official Gazette
dated 2 October 2022 and numbered 31971. He is
married and has 2 children.

Onuray GOZUTOK
Deputy General Manager

Onuray GOZUTOK was born in Istanbul in 1976. He
graduated from Ondokuz Mayis University, Faculty
of Engineering, Department of Electrical Engine-
ering in 1998. In 2013, he completed his master’s
degree in the Department of Business Administ-
ration at Khoja Ahmet Yesevi International Turkis-
h-Kazakh University, and in 2022, he completed
his master’s degree in the Department of Real
Estate Development and Management at Ankara
University Institute of Science and Technology.
In 1998, he started working as an Engineer at the
Department of Drinking Water of Iller Bankasi AS.
After working as an Engineer and Manager at ller
Bankasi AS. between 1998-2018, he served as the
Head of Department at the Investment Evaluation
Department between 2018-2020. On April 22, 2020,
Mr. GOZUTOK was appointed as Acting Deputy Ge-
neral Manager and has been appointed as a full-ti-
me Assistant General Manager in accordance with
the Presidential Decree No. 2022/499 published
in the Official Gazette No. 31971 dated October 2,
2022. He is married and has 2 children.

MANAGEMENT AND CORPORATE GOVERNANCE PRACTICES OJ

Muhammed Ferit YUKSEL
Deputy General Manager

In 2000, he graduated from Harran University,
Faculty of Engineering, Department of Environ-
mental Engineering. After graduating from Harran
University, Faculty of Engineering, Department of
Environmental Engineering in 2003, he received
his master’s degree from Gebze Institute of Tech-
nology, Department of Environmental Engineering
in 2003 and from the Institute of Public Administ-
ration of Turkey and the Middle East Institute of
Public Administration, Department of Public Ad-
ministration in 2007. In 2001, he started working
as a civil servant. In 2003, he started to work as
an Engineer at the General Directorate of Iller
Bank, and served as Manager at Kastamonu Re-
gional Directorate between 2011-2012, Kastamonu
Regional Manager between 2012-2014, Istanbul
Regional Manager in 2014, Assistant General Ma-
nager between 2014-2018 and Istanbul Regional
Manager between 2018-2023. He has been serving
as Acting Assistant General Manager since April
2023 and is fluent in English. He is married and
has 3 children.

The Bank’s General Manager and Assistant Ge-
neral Managers are appointed by the President
of the Republic in accordance with the Presi-
dential Decree No. 3 “Presidential Decree on
the Procedures for Appointment of Senior Public
Executives and Public Institutions and Organiza-
tions”.

Paragraph (2) of Article 12 of the Law No. 6107
on iller Bankast AS stipulates that “The monthly
salary, bonus and other financial and social ri-
ghts of the Bank’s personnel and the contractual
principles shall be determined by the proposal
of the General Manager and the decision of the
Board of Directors. However, the monthly avera-
ge of all payments made under the names of
monthly salary, all kinds of social benefits, inc-
rease, compensation, allowance or other names
cannot exceed the upper limit to be determined
by the High Planning Council for the Bank.”
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GENERAL MANAGER

® Human Resources Department

> -

Deputy General Manager

©® Legal Adviser
® Accounting and Financial Affairs Department

@ Planning and Coordination Department
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iLBANK

CONSTRUCTIVE POWER OF TURKIYE

MANAGEMENT AND CORPORATE
GOVERNANCE PRACTICES
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o~ -

Deputy General Manager

@ Investmen Coordination Department

® Banking Services Department

/ -

Deputy General Manager

® Spatial Planning Department
©® Support Services Department

® Department of Education

® Research and Development Board

- P

4 -

Deputy General Manager

® Superstructure Applications Department
® Investmen Coordination Department

©® Resource Development Department

A\ P

f -~

Head of Internal Systems Group

@ Inspection Board Department
@ Internal Control Department

® Risk Management Department

\ P
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Head of Enterprise Architecture
and Information Technologies Group

@ IT Department

® Corporate Architecture Department

- P

- - 4 N
Deputy General Manager Deputy General Manager
@ International Relations Department @ Infrastructure Applications Department
@ Corporate Communication Department ® Head of Project Department
A\ P A\ P
4 )
Domestic Service Units
- istanbul Regional Direc. - Ankara Regional Direc. - Van Regional Direc.
— Bursa Regional Direc. — Adana Regional Direc. - Erzurum Regional Direc.
— izmir Regional Direc. — Kayseri Regional Direc. - Sivas Regional Direc.
— Eskisehir Regional Direc. — Gaziantep Regional Direc. — Samsun Regional Direc.
— Antalya Regional Direc. — Diyarbakir Regional Direc. — Trabzon Regional Direc.
- Konya Regional Direc. ~ Elazig Regional Direc. ~ Kastamonu Regional Direc.
- J
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Summary Board of Directors Report

Our Bank, which is one of the oldest institutions in the history
of the Republic and has taken its place as a unique institution in
the history of development banking in the world, was established
in 1933 under the name of “Municipalities Bank” with a capital
of TL 15 million in order to provide services to municipalities. In
1945, its duties, powers and responsibilities were expanded and it
was renamed as iller Bankas! in order to provide services to local
governments and it was restructured as a joint stock company
with the “Law on iller Bankas! Incorporated Company” numbered
6107, which entered into force after being published in the Offici-
al Gazette dated 8 February 2011 and numbered 27840 in order to
increase its contribution to the modern structure needed in the
urbanisation of the country.

Our Bank was established to meet the financing needs of Speci-
al Provincial Administrations, Municipalities and their affiliated
organisations and local administration unions of which they are
exclusively members, to develop projects related to local common
services of the people living within the borders of these administ-
rations, to provide consultancy services to these administrations,
to assist in the construction of urban projects of technical nature
and infrastructure and superstructure works and to perform all
kinds of development and investment banking functions, It ful-
fils these duties by financing the projects of local governments
developed to meet their urban needs from its own resources or
from international sources under the most favourable conditi-
ons, by providing consultancy, by developing projects of optimum
scale and state-of-the-art technology, by giving approval to such
projects prepared by municipalities or by carrying out all these
projects itself.

Our Bank, which has a strong shareholders’ equity, transferred
TL 24.806.379 thousand to local governments within the scope of
investment and financing programme in 2023. Of this amount;
TL 14.502.043 Thousand was utilised as loans from shareholders’
equity and the remaining part was met from funds, grants and
external loans and grants.

Within the scope of the works carried out with the funds trans-
ferred to the Bank from the General Budget and funds allocated
from the Bank’s profit;

From the funds transferred to our Bank from “Water and Sewe-
rage Infrastructure Project” (SUKAP) and Urban Infrastructure
Equalisation Allowance, TL 1,535,981 thousand was spent in 2023
excluding loans for the works included in the project. Within the
framework of the “Regulation on the Utilisation of Grants for
Infrastructure Projects and Construction Works of Villages and
Municipalities”, TL 1,255,712 thousand grant was utilised in 2023
from the appropriation allocated to be used as grant in accor-
dance with the Banking Law. In addition, a total of TL 9,453,741
thousand was used during the year from the funds transferred to
the Bank within the scope of various protocols outside the 2023
investment programme.

Within the scope of the studies carried out with International
Financial Institutions;

Within the scope of the projects carried out with the World Bank,
Japan International Cooperation Agency, European Investment
Bank, European Investment Bank, Islamic Development Bank,
French Development Agency and Council of Europe Development
Bank, loan and grant disbursements continue and repayments
are made in the relevant periods for the projects whose repay-
ments have started. In addition, project selection processes are
ongoing for the projects for which sub-loan agreements have not
yet been finalised.

In 2023, TL 5,458,963 thousand loans and TL 2,053,680 thousand
grants were disbursed to Local Governments from international
financial institutions.

Within the scope of the protocols and assignments made for Ur-
ban Transformation Projects and other projects carried out jointly
by the Bank and the Republic of Turkey Ministry of Environment,
Urbanisation and Climate Change, the work continues at full spe-
ed and in an expanded manner.

In 2023, as a result of the activities carried out by our Bank with
a total of 2859 personnel, including the Head Office and 18 Regi-
onal Directorates;

As of 31 December, 2023;

SUMMARY BOARD OF DIRECTORS REPORT OJ

Profit / Loss

The distribution of TL 3,890,641 Thousand, which is TL 6,540,906 Thousand of pre-tax profit before tax obtained by our Bank as a
result of its activities in 2023, after deducting TL 233,417 Thousand of the gain on sale of real estate subject to exemption under
Article 5/1-e of the Corporate Tax Law, which is not subject to distribution, from the remaining TL 6,307,489 Thousand after dedu-
cting TL 2,416,848 Thousand of tax provision, according to the Bank’s Law, is shown below.

(Thousand TL)
5% statutory reserves 194.532
30% capital share 1167192
9% dividend 350.158
Discretionary statutory reserves - Remaining Part 2.178.759
Total 3.890.641

Within the scope of resource development activities, TL 1,381,070 thousand of resources were used in 2023, and urban transfor-
mation project activities and revenue sharing activities in return for land sales continue in order to significantly increase the
Bank’s income by developing joint real estate projects with local governments and other public institutions and organisations.
Net income of TL 1,921,331 thousand was obtained from these activities in 2023.

Our Bank carries out its activities in accordance with the Law No. 6107 on iller Bankasi Anonim Sirketi and other applicable legis-
lation, and we would like to present the Audited Financial Statements and our summary report for the accounting period ended
31 December 2023 for your appreciation, and we would like to extend our thanks to the Bank’s employees.

Regards...

iLLER BANKASI A.S. BOARD OF DIRECTORS

* iller Bankas! total assets grew by 61,49% from TL 92.821.750 thousand to TL 149.893.906 thousand.
* iller Bankas! total lending grew by 42,66% from TL 45.687.549 thousand to TL 65.176.685 thousand.
* iller Bankasi shareholders’ equity grew by 38,54% from TL 35.414.239 thousand to TL 49.062.845 thousand.
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INDEPENDENT AUMTOR'S REFORT ON THE
ANNUAL REPORT OF THE BOARD OF
DIRECTORS

To the General Assembly of [ller Bankasi Anonim $irketi ;
Opinion

We have audited the Annual Report of the iller Bankasi Anonim Sirketi (the "Bank®), for the
acoounting period ending on December 31, 2023.

In our opinion, the financial information included in the Annual Report of the board of directors and the Board of
Directors’ examinations of the Bank's situation are consistent with the audited full set of financial statements and
the information we obtained during the independent audit, in all their important aspects, and reflect the truth.

Basis for Opnion

The Independent Audit was conducted in accordance with the “Bankalann Bafimsiz Denetimi Hakkinda
Yonetmelik” published in the Official Gazette numbered 29314 and the Independent Audit Standards (1ASs) which
are part of the Turkish Audit Standards (TAS) published by the Public Oversight, Accounting and Auditing
Standards Authority (POA). Our responsibilities within the scope of these standards are explained in detail in the
Independent Auditor's Responsibilities Regarding the Independent Audit of the Annual Activity Repon section of
our report. We declare that we are independent of the Bank in accordance with the Code of Ethics for Independent
Auditors (Code of Ethics) published by POA and the ethical provisions in the legislation regarding independent
auditing. Other responsibilities regarding ethics within the scope of the Code of Ethies and legislation have also
been fulfilled by us. We declare that the independent audit evidence we obtained during the independent audit
constitutes a sufficient and appropriate basis for the formation of our opinion.

Auditor*s Opinion on Financial Statements

We have expressed a unqualified opinion in our auditor's report dated February 26, 2024 regarding the Bank's full
set of financial statements for the accouning period between January 01, 2023 - December 31, 2023,

Responsibility of the Board of Directors Regarding the Annual Report

According to Articles 514 and 516 of the Turkish Commercial Code (TCC) No. 6102 and the “Regulation on the
Procedures and Principles Regarding the Preparation and Publication of the Annual Activity Report by Banks™
published in the Official Gazette No. 26333 dated November 1, 2006, the Bank's management is responsible for
the following regarding the annual activity repont:

a) It prepares the annual report within the first three months following the balance sheet date and submits it 1o the
general assembly,

b) It prepares the annual activity report in a way that reflects the bank's activities for that year and its financial
status in every aspect accurately, completely, directly, truthfully and honestly. In this report, the financial status is
evaluated according to the financial statements, The report also clearly indicates the bank's development and the
possible risks it may face. The board of directors’ evaluation of these issues is also included in the report.

Rehber Bagimsiz Denetim ve Yeminli Mali Miisavirlik A.§.
Turan Ghiney Bulvan Galip Erdem Caddesa No: 43 Cankaya | ANKARA
Tel: 0{312) 490 61 62 (phx) Fax: 0(312) 490 6] &4
Sepmenler Vergi Dairess 7340055266 - Merses Mo: 0724005 526600019 « Ticaret Sicil Mo: 48726
rehbenizrebberconsultmg com  www.rehberconsulting.com
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¢) The activity report also includes the following matters:
- Events of special importance that occurred in the bank after the end of the activity year,
= Research and development activities of the bank,

- Financial benefits such as salaries, bonuses, premiums paid to the members of the board of directors and senior
executives, allowances, travel, accommodation and representation expenses, in-kind and cash opportunities,
insurances and similar guarantees.

When preparing the activity report, the board of directors shall take into account the information provided by the
Republic of Turkey It also takes into account the secondary legislation regulations made by the Ministry of Trade
and relevant institutions.

Responsibility of the Independent Auditor Regarding the Independent Audit of the Annual Report

Our aim is te express an opinion on whether the financial information included in the annual activity report and
the Board of Directors’ analysis using the information included in the Bank’s financial statements are consistent
with the Bank’s audited financial staternents and the information we obtained during the independent audit, and 1o
prepare a report containing our opinion.

The independent audit process was conducted in accordance with the “Regulation on Independent Audit of Banks™
published in the Official Gazette numbered 29314 and BDSs, These standards require that the independent audit
be planned and conducted in order to ensure compliance with ethical provisions and to obtain reasonable assurance
as to whether the financial information in the activity report and the examinations made by the Board of Directors
are consistent with the financial statements and the information obtained during the audit and whether they reflect
the truth.

The responsible auditor who conducted and concluded this independent audit is Adil ONER.

Ankara, 26 February 2024

REHBER BAGIMSIZ DENETIM

Auditor In Charge

"
e ——
Rehber Bagimsiz Denetim ve Yeminli Mali Miisavirlik A.S.
Teran Gilney Bulvan Galip Erdem Caddesi Mo 43 Cankava /| ANKARA
Tel: 0(312) 490 61 62 {pba) Fax: 0 (312) 200 61 64

Sefmenler Vergs Dairesi T3400S5266 - Mersis Moo 07 340055266000 19 - Ticaret Sicil No: 48726
relberi@rehbercomsulting.com www rehberconsulting.com
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Human Resources Practices

These rules were changed by article 11 of “A law concerning
iller Bankas! Anonim Sirketi” (no. 6107), which was published in
issue 27840 of the official gazette on 8 February 2011 and whi-
ch contains two provisions concerning the matter. According to
the first, “Duties necessitated by the Bank’s services are perfor-
med by personnel who are not subject either to the State Civil
Servants Law (no. 657 dated 14 July 1965) or to the provisions of
other laws pertaining to contract employees.” According to the
second, matters related to “the hiring of the Bank’s personnel,
their qualifications, their appointments, their progression, their
advancement, the ways in which they may be dismissed, their
duties and authorities, their disciplinary principles, their obli-
gations, their job positions, and their numbers are governed by
regulations issued subject to the opinion of the State Personnel
Ministry and pursuant to Board of Directors decision.” (Amend-
ment:16/05/2012-Law no. 6306/art. 21)

The gross salaries of the Bank’s contracted personnel are de-
termined by the General Management Authority, taking into
account their position, education level, foreign language level
and length of service, provided that they adhere to the base
and ceiling salaries determined by the Board of Directors de-
cision within the framework of the limits determined by the
Presidential Decree No. 2393 “Regarding the determination of
the base and ceiling salaries to be applied to the contracted
and out-of-scope personnel and the salaries of the members of
the management, audit and liguidation boards of some public
institutions and organizations” published in the Official Gazet-
te No. 31096 dated 11 April 2020.

Iller Bankasi A.S.’s personnel policy and the criteria, procedu-
res and principles regarding the recruitment of personnel are
set out in the “iller Bankasi A.S. Human Resources Regulation”
published in the Official Gazette No. 31414 dated 5 March 2021.

Year-end 2022 Year-end 2023
Tvpe Headquarters Regional Total Headquarters Regional Total
q Offices q Offices
Total Contractual Administrative Personnel 643 599 1.242 716 646 1.362
Total Contractual Technical Personnel* 461 765 1.226 553 846 1.399
Total Worker Personnel 47 62 109 43 55 98
Total Blue-Collar Personnel 1151 1.426 2.577 1.312 1.547 2.859

1) The Chairman and Members of the Board of Directors and the Members of the Supervisory Board are not included.

2) Personnel on free leave are included in the table.

3) * Personnel working in Technical Expert, Technical Expert Assistant, Engineer, Architect, Technician, Technician positions

Transactions The Bank Enters Into With Members Of Its Own Risk Group

As required by iller Bankasi A.S. Law, the Bank’s capital consists of funds provided by local governments and from other sources
mandated by law. For this reason, no member of the Bank’s board, nor the general manager nor any vice president holds a share
in the Bank’s capital. The Bank’s Law does not permit the Bank to extend credit to any individual or to any organization that is

not a local government.

No credit is extended to members of the Board of Directors save for that which is allowed under article 50 of the Banking Law
and whose amount must not exceed five times the recipient’s total net monthly salary. There are no companies over which iller
Bankasi has direct control as defined in article 49 of the Banking Law.

Activities For Which Support Services Are Outsourced

In order to ensure security at the Head Office and Regional Directorates of iller Bankasi ASS., private security support services
are provided in accordance with the provisions of Law No. 5188 on Private Security Services and the Regulation put into effect

based on this Law.
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Audit Board Report

To The 79th Annual General Assembly

of iller Bankasi A.S

The activities of iller Bankasi AS. for the year 2023 were au-
dited in accordance with the provisions of the Bank’s Law No.
6107 and Articles of Association, the Banking Law No. 5411, the
Turkish Commercial Code No. 6102, and customary practices.

In 2023, the Bank’s Board of Directors meetings were atten-
ded. The Bank’s books and records were examined, the Bank’s
safe deposit box was checked by us at indefinite intervals, and
a general count of the cash at the end of the year was made
together with the Bank’s officers. It has been determined that
the cash and assets have been recorded in accordance with
the provisions of the relevant legislation, the year-end counts
and reconciliations have been carried out in accordance with
the provisions of the Law and the Regulation, and the recon-
ciliation documents related to this count have been signed
jointly with the Bank officials.

The Bank’s annual report and financial statements for 2023
submitted to the General Assembly have been reviewed, ap-
proved and deemed appropriate by the Bank’s Board of Dire-
ctors. iller Bankas! financial statements dated 31 December
2023 have been checked by us for compliance with the general
trial balance, and it has been determined that they accurately
reflect the activities of the Bank in 2023.

The Bank’s shareholding structure did not change in 2023, the
Bank’s paid-in capital reached TL 39,040,740 thousand, and the
Bank’s total shareholders’ equity increased by 38.54% compa-
red to the previous year and reached TL 49,062,845 thousand.

Tuncay iNCi
Audit Board Member

Ahmet Sami CEYLAN
Audit Board Member

The year-end capital adequacy ratio was 31.98%, well above
the limit set by the Banking legislation.

In 2023, the Bank’s total assets increased by 61.49% and re-
ached TL 149,893,906 thousand. Compared to the previous
year, the Bank’s total loan stock increased by 42.66% and re-
ached TL 65,176,685 thousand. In 2023, the Bank distributed
TL 201,334,788 thousand to municipalities and TL 17,518,590
thousand to special provincial administrations in accordance
with Law No. 5779.

The Bank’s Balance Sheet, Profit and Loss Statement (Inco-
me Statement) for the year 2023, which has been prepared in
accordance with the Regulation on Procedures and Principles
Regarding Banks’ Accounting Practices and Safeguarding of
Documents issued by the Banking Regulation and Supervisi-
on Agency and the Turkish Accounting Standards and Turkish
Financial Reporting Standards issued by the Public Oversight
Accounting and Auditing Standards Authority, and which has
been examined and audited by us, is submitted for your ap-
proval.

We would like to express our gratitude to the Chairman and
Members of the Board of Directors, the General Manager and
all Bank employees who have contributed to the execution of
the services, and submit the Annual Report, Balance Sheet
and Income Statement of iller Bankasi for 2023 for the accep-
tance and approval of the Honorable Delegates.

Turan KONAK
Audit Board Member
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Audit Committee’s Assessment Of The Operation Of The Internal
Control, Internal Audit, And Risk Management Systems and its
Statement Concerning Activities in Year 2023

Duties and responsibilities related to Internal Systems are carried
out by the Audit Committee in order to assist the Board of Directors
in fulfilling its audit and supervision activities. “Internal Control,
Internal Audit and Risk Management Activities” are organized in
accordance with the provisions of the “Regulation on Internal Sys-
tems and Internal Capital Adequacy Assessment Process of Banks”
published in the Official Gazette No. 29057 dated 11 July 2014 by the
Banking Regulation and Supervision Agency.

The Audit Committee held 33 meetings in total between 1 January
2023 and 31 December 2023 to discuss 60 agenda items.

The Audit Committee, together with the Senior Management, Heads
of Departments within the scope of Internal Systems and Inspec-
tors, evaluated the functioning of internal systems, Unit Authorities
within the scope of Banking Processes and Independent Audit Firm
Authorities on the issues on the agenda.

The Audit Committee Activity Reports, which include the activities
of the Audit Committee during the period and its opinions on regu-
latory and remedial measures regarding the Bank’s activities, were
submitted to the Board of Directors for information.

The Report on the Assessment of the Independence of Independent
Audit Institutions in their Bank-related Activities and the Adequacy
of the Resources Allocated was submitted to the Board of Directors
on a quarterly basis.

The Adequacy and Risk Assessment Report on the Support Services
Received by the Bank was submitted to the Board of Directors.

For the 2022 BSD period (1 January - 31 December 2022), the Ma-
nagement Statement, Management Statement Report and Report
Annexes were submitted to the Board of Directors for approval and
submission to the Independent Audit Firm, and delivered to the In-
dependent Audit Authorities by the Audit Committee.

For the 2023 BSD period (1 January-31 December 2023), studies are
being carried out to ensure that the Management Declaration, whi-
ch will be prepared by the Board of Directors and submitted to the
Independent Audit Firm by the end of January 2024, is carried out
in accordance with the principles set out in the relevant Regulati-
on and Communiqué, and the studies are monitored by the Audit
Committee.

2022 Information Systems and Business Processes Audit Report
and Details Regarding the Findings Classified as Control Weakness,
2022 Unconsolidated Financial Statements and Independent Audit
Report and 2023 Interim Unconsolidated Financial Statements and
Limited Independent Audit Reports were submitted by the Audit
Committee for the information of the Board of Directors.
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2022 Information Systems and Business Processes Action Plans for
the May/2023 Period and September/2023 Period prepared for the
findings in the Independent Audit Report and the findings of the
previous period have been submitted to the Board of Directors for
approval and submitted to the Banking Regulation and Supervision
Agency via the BADES System in accordance with our Notification
Obligation.

Annual Reports of the Internal Control Department, Risk Assess-
ment Reports of the Risk Management Department, Market Risk
Calculation Reports, Risk Limits Monitoring Reports, Credit Risk
Analysis Reports, Climate Change Risk Assessment Report and
Operational Risk Monitoring Reports prepared every 6 months were
evaluated by the Audit Committee and submitted to the Board of
Directors by the relevant Departments.

The “Internal Control Department 2022 Annual Activity Report” pre-
pared by the Internal Control Department was submitted to the Bo-
ard of Directors by the relevant Department as a result of the Audit
Committee’s evaluation.

The “2023 Risk Assessment and Internal Control Programme” and its
Annexes and “Internal Control Activity Calendar” prepared by the In-
ternal Control Department were evaluated by the Audit Committee,
and the said programme and activity calendar were submitted to the
Board of Directors by the relevant Department for approval. The inter-
nal control programme and activity schedule approved by the Board
of Directors’ Resolution No. 3/78 dated 19 January 2023 was revised
by the Internal Control Department and submitted to the Board of
Directors for approval following the Audit Committee’s evaluation.

Within the scope of article 18 under the title of “Compliance Cont-
rols” of the “Regulation on Internal Systems and Internal Capital
Adequacy Assessment Process of Banks” and the Bank’s Circular No.
2013/8, it is required to obtain an opinion from the Internal Cont-
rol Department regarding the compliance of the Bank’s Head Offi-
ce and Domestic Service Units with the Banking Law No. 5411 and
other relevant legislation, internal policies and rules and banking
customs for new products and transactions and activities planned
to be carried out by the Bank’s Head Office and Domestic Service
Units, and in this context, 5 opinions were formed in 2023.

Quarterly Activity Evaluation Reports of the Board of Internal Audi-
tors were submitted to the Board of Directors together with the opi-
nion of the Audit Committee and sent to the Banking Regulation and
Supervision Agency in accordance with our Notification Obligation.

The “Risk Matrix and Risk Assessment Report with Data for the Peri-
od 1 January 2023-30 September 2023” and the “Internal Audit Plan
for 2024” prepared by the Board of Internal Auditors were examined
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and the said report and plan were submitted to the Board of Di-
rectors for approval to be put into effect and sent to the Banking
Regulation and Supervision Agency in accordance with our Notifi-
cation Obligation.

Circular dated 14.01.2015 and numbered 2015/3 containing the issu-
es to be complied with in the tender procedures for the support ser-
vices to be procured within the scope of the “Regulation on Banks’
Procurement of Support Services” was published by our Bank. In this
context, risk analysis reports, technical qualification reports and
the Support Services Risk Management Programme were prepared
for the procurement of support services. The Audit Committee eva-
luates the service procurements based on these reports within the
framework of the Regulation on the Procurement of Support Servi-
ces by Banks, and the evaluations made are notified to the relevant
service units of our Bank.

As a result of the notifications made to the Audit Committee by the
relevant service units of our Bank as of the reporting period;

- As a result of the evaluations made by the Audit Committee, 12
Risk Analysis Reports have been prepared by the Risk Management
Department, and as a result of the evaluations made by the Audit
Committee, risk mitigating measures have been taken by taking
into account the activities to be carried out by the Support Servi-
ce Organisation and Regional Directorates/Departments in mana-
ging the risks specified in the said “Risk Analysis Reports”, With
the Bank’s Circular dated 14 January 2015 and numbered 2015/3,
the related service units were notified to continue the transactions
within the framework of the “Regulation on Banks’ Procurement of
Support Services”.

- As a result of the notifications made to the Audit Committee by
the relevant service units of our Bank, as of the reporting period;
7 opinions were given for service procurements within the scope
of support services as a result of the evaluations made within the
framework of the relevant legislation, and the evaluations made
were notified to the relevant service units and the Support Services
Department.

Board Of Inspectors

The Internal Audit Department carries out the internal audit of the
Bank in accordance with the Regulation on Internal Systems and In-
ternal Capital Adequacy Assessment Process of Banks published by
the BRSA and the Regulation on the Internal Systems and Internal
Capital Adequacy Assessment Process of Banks published by the
BRSA and the Regulation on the Board of Internal Auditors of our
Bank with its staff consisting of 41 managers and personnel, inclu-
ding 1 Internal Systems Group President, 2 Vice Presidents of the Bo-
ard of Internal Auditors, 12 Chief Inspectors, 11 Inspectors, 9 Assistant
Inspectors, 1 Manager, 4 Specialists, 1 Management Personnel.

The Board of Internal Auditors carries out inspections, examina-
tions, investigations and inquiries in relation to all activities and

transactions of the Bank. In this context, the Board prepares the ne-
cessary proposals for the better realization of the Bank’s objectives,
to ensure that the Bank operates in accordance with the legislation,
plans, projects and programs, and to make various researches and
examinations on the Bank’s business and operations in order to
ensure more effective, efficient and high quality and coordinated
execution of the Bank’s business, and to make suggestions on is-
sues that are in conflict with the Bank’s legislation. The Board of
Internal Auditors also evaluates the effectiveness and adequacy of
the Bank’s internal control and risk management systems within
the scope of regular audits.

All units of the Bank are inspected every year according to risk pri-
orities in line with Internal Audit Plans. In this reporting period;
within the framework of the 2023 Internal Audit Plan, the inspection
of the Regional Directorates of our Bank, which is planned to be
carried out between 1 June 2023 and 30 November 2023, has been
completed and necessary instructions have been given to the rele-
vant units on important issues. Thus, within the framework of the
Internal Audit Plan, the audit activities of the Bank’s Head Office
Units and Domestic Service Units were carried out in compliance
with the annual audit plan.

In this reporting period, 4 examinations/investigations have been
finalised and audit activities of 1 examination/investigation are still
ongoing.

In addition, “Risk Matrix and Risk Assessment Report with Data for
the Period 1 January 2023-30 September 2023” and “Internal Audit
Plan for 2024” were approved by the decision of the Board of Dire-
ctors of our Bank dated 28 December 2023 and numbered 72/2169.

During this period, 1 Vice President, 2 Chief Inspectors, 11 Inspectors
and 9 Assistant Inspectors working at the Board of Inspectors at-
tended “ISO 27001 Information Security Management System Basic
Training” and “ISO 27001 Information Security Management System
Internal Auditor Training” between 31 October - 4 November 2023.

In addition, within the scope of the “Work and Training Plan for As-
sistant Inspectors”; in order to familiarise the Assistant Inspectors
with the inspection, examination and investigation works and to
improve them in report writing techniques, they were assigned to
waork alongside the Accompanying Inspectors in the audit activities
in order to gain experience and expertise, and with the Approval of
the Audit Committee on behalf of the Board of Directors dated 7
December 2023 and numbered 139677, 9 Assistant Inspectors who
completed their 2 years were given the authority to conduct ex-offi-
cio inspections, examinations and investigations.

Internal Control

Internal Control Department carries out its activities effectively in
accordance with the provisions of the Banking Law No. 5411 and
the “Regulation on Internal Systems and Internal Capital Adequacy
Assessment Process of Banks” published by the BRSA.
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The Internal Control Department, with a staff of 23 personnel, inc-
luding 1 Chairman, 1 Senior Specialist, 3 Managers, 4 Technical Spe-
cialists, 7 Specialists, 3 Engineers, 3 Management Personnel and
1 Office Personnel, and 1 internal control personnel appointed to
perform internal control activities in the Regional Directorates, and
a total of 47 employees, aims to protect the Bank’s assets, to carry
out activities in accordance with the legislation, regulations, inter-
nal policies, strategies and targets, to establish a secure accoun-
ting and recording system, financial reporting system and to ensure
the efficiency and productivity of operations. In line with these ob-
jectives, whether the Bank’s activities at the Head Office and Do-
mestic Service Units are carried out in accordance with the regula-
tions set out in the relevant standards, legislation and guidelines is
monitored by the personnel carrying out operational activities and
internal control personnel designated as “Standard Control Points
Responsible Personnel” in the units through reports prepared on
a monthly basis in accordance with the sampling methodology on
the “Standard Control Form and Explanations”. The reports prepared
are analysed by the internal control personnel and submitted to
the Audit Committee, Board of Directors and Senior Management in
monthly activity reports on a regular basis.

In order to ensure that activities are carried out in a healthy man-
ner, control points are revised and existing control points are re-e-
valuated primarily by taking into account the determinations, opi-
nions and suggestions of the relevant process owners who carry
out the activities.

The control points of the IT Department are carried out through
control points prepared in accordance with the “Regulation on In-
formation Systems and Electronic Banking Services of Banks”. Is-
sues that need to be added to or removed from the control points
are evaluated at the control self-assessment meetings held at le-
ast once a year between the authorities of the IT Department and
the authorities of the Internal Control Department, and revisions
are made on the control points if deemed necessary. The internal
control activity of the IT Department is carried out quarterly, se-
mi-annually and annually by the personnel of the Internal Control
Department according to the control period of the control point.

“2023 Risk Assessment and Internal Control Programme” was prepa-
red by the Internal Control Department and approved by the Board
of Directors’ Resolution No. 3/78 dated 19 January 2023. The “Risk
Assessment and Internal Control Programme for 2023” was revi-
sed with the Board of Directors’ decision dated 30 March 2023 and
numbered 21/506 in line with the findings of the Department of
Implementation | of the Banking Regulation and Supervision Agen-
¢y in the Financial Structure and Rating Report. Pursuant to the
revised “2023 Risk Assessment and Internal Control Programme”;
it was decided that the reporting activities of the personnel (1 ad-
ministrative and 1 technical manager) working as Standard Control
Points Responsible in the Domestic Service Units of our Bank will be
terminated as of the March 2023 control period, and the control po-
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ints under the responsibility of the Standard Control Points Respon-
sible personnel will be added to the standard control form under
the responsibility of the internal control personnel assigned to the
Presidency to perform internal control activities in the Domestic
Service Units and reported to the Presidency in a single form in
monthly periods. In addition, it has been decided that the internal
control activities of the Head Office Service Units of our Bank will
be carried out by the internal control personnel of the Presidency in
the periods and durations determined in the “2023 Risk Assessment
and Internal Control Programme” approved by the Board of Direc-
tors’ decision dated 19 January 2023 and numbered 3/78 until the
July 2023 control period, through the standard control points in the
Standard Control Forms of the relevant Unit, and in quarterly cont-
rol periods starting from the July-August-September 2023 control
period starting from the July 2023 control period.

The Internal Control Department, in accordance with the basic
responsibility of the compliance function, ensures that the relevant
units are informed in order to ensure that the necessary changes
are made in the processes depending on the changes in legal re-
gulations. If deemed necessary by the Internal Control Department,
changes in legislation are also sent to the relevant units in writing.
In addition, before obtaining the approval of the Board of Directors
for new products and transactions and activities planned to be re-
alized by the Head Office and Domestic Service Units, the Internal
Control Department is asked for its opinion on compliance with the
Banking Law No. 5411, other relevant legislation, internal policies
and banking customs, Circular No. 2013/8 has been issued to inform
all units, and requests for opinions from the units for their new pro-
ducts and businesses as well as the activities they plan to realize
are evaluated by the Department personnel, the opinion of the Risk
Management Department is added and forwarded to the relevant
unit through the Audit Committee.

In this context, with the instructions of the Audit Committee;

+ Draft Loan Agreement prepared for the “Climate and Disaster
Resilient Cities Project” to be signed between the World Bank
and our Bank,

* Draft Loan Agreement prepared for the “Renewable Energy
Project for Public and Municipalities (PUMREP)” to be signed
between the World Bank and our Bank,

+ Draft Loan Agreement prepared for the “Turkey Water Circula-
rity and Efficiency Improvement Project (WCEIP)” to be signed
between the World Bank and our Bank,

» Draft Project Agreement prepared for the “Turkey Post-Earthqu-
ake Recovery and Reconstruction Project (TERRP)” to be signed
between the World Bank and our Bank,

+ Draft Project Agreement prepared for the “Strengthening the
Resilience of Municipalities against Natural Disasters Project”
to be signed between the Council of Europe Development Bank
(CEB) and our Bank,
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Within the scope of our Bank’s Circular No. 2013/8, the compliance
with the Banking Law No. 5411 and other relevant legislation, inter-
nal policies and rules and banking customs has been evaluated by
the Internal Control Department and the opinion of the Presidency
on the subject has been submitted to the International Relations
Department with the approval of the Audit Committee and the
opinion letter received from the Risk Management Department in
accordance with the provision in Article 40, paragraph 2, subparag-
raph (¢) of the Regulation on Internal Systems and Internal Capital
Adequacy Assessment Process of Banks.

Risk Management

Risk Management activities are organized, taking into account the
exceptions for the Development and Investment Banks specified in
the Banking Law no .5411 and exemptions specified in the Banking
Law no. 6107, on the basis of regulations, communiqué, manual
and other legislative provisions issued by BRSA for the execution
of Banking Law no. 5411, and other legislative provisions, and the
provisions of this regulation, in accordance with internal legislation
provisions issued by the Board of Directors.

Risk Management Department, with a staff of 15 people, to design
and implement the Risk Management system, to define, measure,
analyze, monitor and report the risks faced by the Bank, to give war-
nings in order to reduce controllable and uncontrollable risks, Parti-
cipating in the design, selection, implementation and pre-approval
process of risk measurement models, which are a basic tool in the
Risk Management process, reqularly review the models, perform
scenario analysis and back-testing processes and make changes.

“Risk Assessment Report”, “Market Risk Calculation Report”, “Risk
Limits Monitoring Report”, “Credit Risk Analysis Report” and “Ope-
rational Risk Monitoring” prepared monthly in accordance with the
4th article of the Risk Management Department Regulation. Its re-
port is submitted to the Board of Directors; Following the Decision
of the Board of Directors, in accordance with the provisions of the
3rd paragraph of the 45th article of the “Regulation on the Internal
Systems of Banks and the Internal Capital Adequacy Assessment
Process”, to obtain information from the aforementioned reports,
to the Senior Management and the units responsible for the oc-
currence and monitoring of risk, IL-BiS, Management Information
System. It is reported that it is saved in the module.

In addition, within the framework of international and national re-

Selim YAGCI
Audit Committee Chairman

gulations for combating climate change and managing climate-re-
lated financial risks in order to realise sustainable development, a
“Climate Change Risk Assessment Report” was prepared and sub-
mitted to the Board of Directors and sent to senior management
and relevant Departments for information in order to determine our
Bank’s risks arising from climate change and to address our Bank’s
climate change adaptation activities.

Required to be reported by the BRSA within the scope of Basel II;
Interest Rate Risk Arising from Banking Accounts Standard Ratio
Notification Schedule, Credit Risk Standard Approach Partial Use-
King Simple Method Form, Operational Risk Analysis Form, Equity
Analysis Form, Capital Adequacy Analysis Form are prepared and
sent to the Department of Accounting and Financial Affairs to be
submitted to the BRSA.

The Bank was exempted, as a response to the written re- quest
for exemption filed with BRSA, from the obligations regarding the
Stress Testing and Internal Capital Adequacy Evaluation Procedure
(ISEDES) reporting it has before the BRSA as per articles 43 and
48 of the Regulation on the Internal Systems and Internal Capital
Adequacy Assessment Procedures, applicable at the end of the year.

The Risk Analysis Report of the Head Office and Regional Directora-
tes is prepared and sent to the Audit Committee in accordance with
the written request received from the Audit Committee in accordan-
ce with the Regulation Regarding Banks’ Receiving Support Services
by the Risk Management Department and Circular No: 2015/3 of 14
January 2015.

Pursuant to Article 40 titled “New products and services” of the Re-
gulation on Internal Systems and Internal Capital Adequacy Assess-
ment Process of Banks, risk assessment is made by the Presidency
based on the written request received from the Internal Control De-
partment regarding the products and services newly offered by our
Bank and sent to the Internal Control Department for referral to the
relevant Department.

The secretariat operations of the Asset Liability Committee of the
Bank are carried out by the Risk Management Department.

Risk Management Department maintains its efforts to enhance the
contribution of the results of Risk Management activities in the
Bank’s decision-making processes, and its efficiency in terms of
management processes.

Tufan BUYUKUZUN
Audit Committee Member

ILLER BANKASI A.S - 2023 ANNUAL REPORT | 69



ANNUAL REPORT INDEPENDENT AUDIT REPORT o

o ANNUAL REPORT INDEPENDENT AUDIT REPORT

e ——— e seee ' ' Wit m st st AJljance of
7 R f oot s, wach s
Hehiber Bagumsz Desetios ve Yemin Val Mg ik 45, st sy e s g ey I Ependent firms

REHBEH ntea “.=REHBE_H ntea

o T DS S——_—
hber Bz Demetiom ve Yemind Sall ViisvieBk A5 sy mpar i i ey IDNAEpEndent firms

Kew Awmilit Matters I Haow Key Andit Matter Addressed in the Audit

As ol December 31, 2023, the balance of the Bank™s loaps Char awdil proceduires 1o ambil the recogniion of
mepsured by amorieed cost, constuled 43% ol 5is bital asets boams include the Tollowimg

Imerest o these loans is the Bank's main meome fem. - 'The design, implementation and operational
Pursuant o the Law Mo, 6107 an "[ler Bankss A5 ("Law™), the eflectiveniess aof the controls established for credin
purpase of the Bank is; to meel the fimncng needs of special wlkcalion ehisbarsement collpderalisnimm,

prowimcial nldminisirations, mauncspalities. and their aifilisies and | collection. follow-ap, classification and interest

INDEPENDENT AUDITOR'S REPORT

To the General Assembly of Hler Bankas AS.

epemdent Audit of Unconsolidated Financial Statements

the local sdimmistration sssocsateons of whkich they are members, 1o
develop projects refated 1o 1 local common services of the |,K\1'|||.'
biving within the bordes of these sdministrutions, o provide
comsliancy services o these admanstralions and o asssd i the
mplensentation of techmcal urban projects and mfrstnictune and
supersimicture works, and to fulfill all kinds of development amd
mvestmienl banking fnctons. In ths context, the Bank provides
loans to mveet the fnoncing needs of ocal povemmenis ;-x|u'|,:-.|lll.

caleulation processes wiaro tested together wath
information systems experts

- The avalatality of keads and the seearmey of
receivable halinces were checked with external
confirmabions obtamed dwectly for the loan
receivables we  determiped  through  semple
seleclion

Interesi meowase fomm booms wits bested by

For infrastrscnee and superstricoure projects
; : ;|=|1'\-I_\-.|:_.e .|||_'||:c||r.:| 1|J||\'-L'L|\.|n'\
When the Fank's finamaal staiements are considered as a whale,

- The sdequacy and appropriatemess of the
the. size of the loans, the dibursment of lar o, e e o e TP

Opinion
{ocal hob i disclosures mnde m  the [ootnsles to the
Wee have mudited the accompanying unconsolidated fmancial statements of Mer Bankasy A% (“Pank ™) as of December 1151 amioumis of lpans bo il guveTnIneiEs, the Seesuiliog o
measured by amonized cost due 1o the complexiny of the collection
1 i 3 f Biranis, wene evalisated
nndd istevest acerual process, and the micrest recenved on he boans

were identified s Key audi subjects

umecnsialidated financial stabements relsted to the
2023, whi re compise of unconsolidsted staement of fnancial position, unconsolidated swmbement of income,
ueonselvlated staiement of income and expense items mder sharchobders” eguaty, uncensolidated stalement of changes m
exquly, wsihdnied statement of cagh [Nows mnd wath o summary of -15"|||I‘||.'u.11". accointing ]\csl:.':q"\.' amdd [oatodes on

unconso idated financial siaterment Fumnds

In gur opimon, the upconsolidated financial statements presend fairly, in all matenial respects, the mconselidoted fmancial In the Danks unconsolidsed fnancisl stalements ps of Within the scope of the audit studies we camied out

position of the Bank os at 31 December 2023, and ils unconsolwdsted financinl performance and sis unconselsdated cash flows December 31, 2023, 60.64304% TL thowsand consists of witliln ihix fapework. we - evluited 1he costioks

fie the year then ended m sccondance with the Bankmg Regulaton and Supervision Agency (“BDDK") Accounting and Tamscks alboscabed o e bank and follow-up policy regarding the soorees from

The rensom why we focused on this anen dunng our audit s the which these Rmds obisined from other financial
sype of the funds mstinitions were obtamed, ther complianee with
the begisbation and the [act that they were not used
Turkish Accounting Standards (“TAS™) for thise matters not repalated by the aforementsoned regulations i her than all v The

. . ? i Ephy Gk ' of pupescs ciber than allecaton. The examination

Financial Reporting Legislation which inchades “Regulation on Accousting Applications for Banks and Safeguarding of
Documents™ pablished in the Cificial Garette no 26333 dated 1| November 2006, ind other regulations on accounting records
o Bnnks Fu.lhllsul:.ﬁ.!'lu_. Ranking Hn:-_!.lu!nln 1 and ‘\'uFu'luunln -‘Lgn.'l:n.'\' ang eorcubors and Lln‘.ul;l:vl.‘.l||l|'.-F||.|I1I|~.Iu,'|i'IW. HIMIE and

shadhes of the funds inchede o detarled examnation

Basis of our Opinion
AREL 1) pimia of the usage arens of the funds selected by sampling

Chir independent audi was combucted in sccordance with the "Kegulstyon on the Independent Audn of Banks" (BDDE Audn
Regulatson) publsshed by the BRSA in the Dificial Ceazette No. 29314 dated Apnil 2, 2015 and the Independent Auditing
Sndords ("BDE" which 15 o part of the Twkish Avdiing Standards published by the Pubhe Oversight, Accommtimg and
Auditing Standards Authonity ("KGE®), Cur resporeabilities ander these Standards are described m detail inthe "Auditor's
Responsitalities For the Independent Audit of Financial Statements” section of owr repor. We declare that we are independem
[roum the Bank in accondanie with the Code of Ethacs for Independent Ausdivors {"Code of Ethies™) published by the KGK aml

Responsibilities of Management and Those Charged with Governance for the Unconsolidated Financlal Statements

The Bank management i respormithle for the preparation and fair presentation of the unconsolsdaled fimancial salements in
sccandanee with the RDEE Accounting and Financial Reporting Legisl and for such imternal conirol as manogemeni
determines is necessary b enable the prepamtion of uncomsolidated financial staiciments that are free from mobenial massinteniesi
the ethical provinions in the legeslation regasding the independent audit of financial statements. Other responsshilities related whether due b [raud ar emor

o ethies within the scope ol the Code of Ethics asd lepislaton have also been fulfilled by us. We believe that the independent
audst evidencoe ohinimed |'|:L' s ||||r|||3 the |||-.k-]\~m|;~nt wiwdat comstibides o suffcwent and approprinte hases for the formation of
CHAF TN

When prepaning unconsolidaled financial stalements, management: 1= rhp-mlhlu [ v ﬂlunl:ug the Bank™s ghalsy 10 mamian @
cottimusty, explaindig the ssucs related o comtinusty whon pecossary, and usang the prncple of contmuty of the busimess unless
thcwe 15 @n mbenioa of obhgeion o lkuadate the Bank or tenmmic the commercial sctivaty:

Koy Andit Matters y i
. Thaose u'a.pu-nxlll-'!:- for sensor mamsgement ane |.-~|'>.u|.|hl..' for oversi ol ihe Bank's fina repoting process
Koy mudit matiers are those matiers that, m our |'|r|-h_“||-n.|| yislgment, were of most 1.|.|'L=1|:|:u'.|m'|.'- m our agdil of the fel L L . s - . . et
L - r 5 : : Responsiliilities of the Independent Auditer Belative to Auditing of Unconsolidated Financial Siatements
uneonsnlidsted Anancial statements of the eurrent perwsd. Key audit matters were addressed m the context of our independent I T E
audst of the weensolidated financial sistements as a whole, and in forming owr opinsea thereen. and we do pot provade o In s imddependet sdin, the responsibilives ol us o independent suditors are:

Al opinsen on these mediers .
I U goal 15 1o obtain reasonshle ssurance os 1o whether the unconsolidated financial siastemsents s 3 whole contnin matersal

muissintenvent dise fo ennor o fraad and 1o e an auditor's repont condaining our opimen. Reasonable ssamnce given ax s result o
mn mdependent wudit conductod im sccordance with the BRDE Andn Regulation and BIDSs; It ks o high level of sssumnce, but i
dosts. it guamaniee that 3 material misstaiement will always be detecied. Inccuracies may be due 10 emors or cleating
Misstatements, mudmwudaally or in the aggregate, se considensd malenal of they can rersomably be expecied b alfect the ecomomse
decisions made by wsers of financeal sistemenis bused on these stnkemenis.

By foree of un independent awdin conduciod m socondance wilh Banking Regulaton and Supervision Agency Andi Regulstion and

Independent Audii Standans, we are m process of wing our Prolessional pudgement and suspacimisness,

Rehber Bafimsiz Denetim ve Yeminli Mali Miisavirlik A.
Turan Griiney Bulvon Galip Erdem Caddess No: 43 Conkaya | ANKARA
Tel ({312) 490 &1 62 {phx} Fax: 04312) 490 61 &4
Sepmenber Vengl Daopesa TX0055266 - Morses Mo; 07X00552 6600019 - Ticares Sical Noc 48726
rehbenizrebberconsulimg. com www.rehberoonsultling.com

wReE

Rehber Bagimsiz Denetim ve Yeminli Mali Miisavirlik A.
Turan Griiney Bulvan Galip Erdem Caddess No: 43 Cankaya / ANKARA
Tel ({312) 490 &1 62 {phx)} Fax: 0312) 490 6] &2
Sepmenber Vergl Daapesa TX0055266 - Morses MNo; 07X005526800019 « Ticanes Sical No: 48726
rehbenizrebberconsulimg com www.rehberoonsubing. com

70 | ILLER BANKASI A.S - 2023 ANNUAL REPORT ILLER BANKASI A.S - 2023 ANNUAL REPORT | 71




THE UNCONSOLIDATED FINANCIAL REPORT OF iLLER BANKASI A.S.
FOR THE YEAR ENDED 31 DECEMBER 2023

Phone :(312) 508 70 00

@ Addres : Emniyet Mahallesi Hipodrom Caddesi No: 9/21 Yenimahalle / Ankara
sREHBER X
R et ntea

‘i e anen e b Al l{ance of

Fiosmmmaz Dhenetim ve ¥ emindl Viakl Misgavirilk A% o S e L independent firms Fax :(312) 508 73 99
) Web Site : www.ilbank.gov.tr
In Additaa
~The nisks of "matenial misstatements” ongmating from emors of fmsd i unconsolidabed fmoncial statements are sdentified and E-mail : muhasebe@ilbank.gov.tr

evahiated; audn procedares that respond 10 these rsks are destgned and implemented, and sufficient and approprinte awdn
evideoce i obtainiod bo provids & basis for the sdit. Frid cosld be indhudes sollision, forgery, willul neglcot. mispasestation o The unconsolidated financial report for the designed by the Banking Regulation and Supervision Agency in line with Communiqué on Financial
breach of imtemal control, bocsuse of that & material nusstastements ansing from frands has hagher kevel of risk than misstabemsents ) o ” ) ) )

ursang from emors Statements to be Publicly Announced and the Related Policies and Disclosures consists of the sections listed below:

Ie mternal control rebevant 1o the audat 1= evaluated to désign sudin procedurnes that are appropriate to the situation, bat not for

presenting an opinion about the effectiveness of the Bank's intemnl control 1. General Information About The Bank
It hess been evaluated whether the sccounting estimates made and conformity of accounting polscies used by the management and 2. Unconsolidated Financial Statements Of The Bank

relevant disclosures, are rensomable, or nol

-Based on the sudit evidence obilasived, there have been decided about whether the managermmi bes reason b believe that there 1s a 3. Explanations On The Corresponding Accounting Policies Applied In The Related Period
material ancertuinty ahoul the circumstances or events may causc serious doubt oboat (e Bank's ahality of contimmng to 15 going

cancerm, or nol, and aboul the |.'|-|n|\:|:|h|'ll1:. i using 1k g comeeTm congepl by the maEnagemen When we conlirm that there 4. Information Related To Financial Position And Risk Management Of The Bank

a spgnificam aneortainty, in our reporl, we miast potnl o e relevant dsclosures that are in unconsolidabed Mnancial statemes. if
these disclosures are insuMicient, we must ssue another opimson mther than a positive opimion. The results obiained by us, are
based on evidences obladned amtil the dase of ot repon. However, any future event o circumsiance may termnate the contimuty
of the Bank

5. Explanatory Disclosures And Footnotes On Unconsolidated Financial Statements

6. Other Disclosures
“There have boen evalisded. meludmg commeents, whether uncomoludaied Mmancial statements, Estlosmres are inchuded. and the
'.||:-.I..'||x|||;: transacixas and events of these wbles are rellect the muths sceordimply, wigh tlsewr pemeral presentnbion, structre ansd

7. Independent Auditors’ Report

[=afl Ldi

O top of the other issaes, wie are on report the material andit fndings wath the plammed covernge and timing of the independent The unconsolidated financial statements for and the explanatory footnotes and disclosures, unless otherwise indicated, are prepared in Thou-

il 10 those: charged wilk governance, mehxling amy sigmificant mtermal control deficiences we have adeniifed durnog the asdn . - . L s . . P . .
R ' — ¥ s - - ' sands of Turkish Lira, in accordance with the Communiqué on Banks’ Accounting Practice and Maintaining Documents, Turkish Accounting Stan-

-We have made n motice that we have complied with ihe ethscal provissons relating 1o independence 10 those charged with ) ) ) . L, s ) .

governance. In sddition, we have delivered all the relations and other considerations that coubd be conssdesed o have an impact on dards, Turkish Financial Reporting Standards, related communiqués and the Banks’ records, have been independently audited and presented as

|||du|\ ndence, and if ooy, relevent measures, o thase r\"‘|l-llhlh|\; for the sensoe nesnngemnE attached.

~Amomg the ilewns that are reparted o those charged with governance, we specify the most impostant issues, nanely the key sudis
ixsues, in the independent awdn of the lnancial statemsents that ane not peesent in the curment period. Tn cases where the legsslation
o= o allow the disclosure of the maiter to the |'-.|I'-'I|-.'_ or I exceptmal ceses where the negalive consexquences of [ulhl..
disclosure dre reasonahly -"\t"h.'\f.'ll.ﬂ B st the illl‘.::‘in.' mlieres] arang rom ke s losare, we (& Y decide ol 1o disclose the

relevant matier in oar mdependent audioes repor

Oiher Matter

The Bank® unconsalsdated fimancial sintements Tor the accountms perioud ended December 31, 2022 were andited by another
independent auditor asd a positive opinon was given on February 08, 2023 regarding these unconsolidsted financial statements

Chher Liabilities Arising From the Legislation

Pursanmi fo the fourth paregraph of Article 402 of the Turkash Commezcanl Code Moo 6102 TOCT); There was no sigmificand sssue Eyyl:l p KARAHAN Recep TU RK Sali h YI LMAZ Gakmen TEM i RCAN

indicating that the Bank's bookkeeping scheme in the sccounting pericd of January 1 - December 31, 2023 was nod in aceondanee
with the provisions of the TCU and the Bank's armcbes of pssociation regandmg fancial reporting

Chairman of the Board General Manager Deputy General Manager  Accounting and Financial

Purssant §ix the fourih |L|r,13'.'r.||ﬂ| ol Artcle 407 of the TCC: The Board of Dhrecions has made the rei|uesle i -.":pl.lmmwp‘ 1o s

within the seope af the andit and has grven us the requested documenis Affa| rs Department

Anbnra, 26 February 2024/ 2024-14

REHBER By€ivstADpNRgiv Selim YAGCI Tufan BUYUKUZUN

Vice Chairman of the Board Vice Chairman of the Board
Chairman of the Audit Committee Chairman of the Audit Committee
Responsible A
it
Rehber Bafimsiz Denetim ve Yeminli Mali Misavirlik A.S. The contact details of the officer who will act as the contact person for the questions regarding this financial report;
Teran Giliney Bulvan Galip E Caddesi Mo 45 Cankava LAR i U i
g et Pyl by Full Name/ Title : Mesut CELiK/Manager & Umit BILGE/Expert
Sepmnienler Vergs Dabresi TRANE5360 - Mernix Mo 7 340085 26600010 - Tic Sapil Nor 4HT6 .
rebberirehbercomsulting. com u.uwn—hbﬂf._-q-.w||1ng_nl1r:m : Phone :(0312) 508 74 07-0312 508 74 15
Faks :(0312) 508 74 99
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‘!&‘ ILLER BANKASI AS 1. SECTION 2. SECTION 3. SECTION 4. SECTION 5. SECTION 6. SECTION -@- iLLER BANKASI AS 1. SECTION 2. SECTION 3. SECTION 4. SECTION 5.SECTION 6. SECTION
NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS AS OF 31 DECEMBER 2023 NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS AS OF 31 DECEMBER 2023
(Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL") (Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL")
AUDIT COMMITTEE
Experience
o Appointment Departed from . in Banking
Full Name Responsibility Date Office on Education and Business
Administration
Chairman/President of Auditing Committee
Av. Selim YAGCI() Risk Manage'ment Department.Preydent 31 August 2023 Bachelor’s 34 Years
Internal Audit Department President Degree
o Auditing Committee Office Manager
GENERAL INFORMATION REGARDING THE BANK Nemberhesiet of i Conite
- Risk M t Department President '
Tufan BUYUKUZUN sicanagement Lepariment Fresiden 7 April 2022 Bachelors 4o vears
Internal Audit Department President Degree
Auditing Committee Office Manager
Dr. ilker EREN(*) Chairman of Audit Committee 11 April 2019 25 August 2023 Ph. Degree 29 Years

I. ESTABLISHMENT DATE OF THE BANK, INITIAL ARTICLES OF ASSOCIATION, HISTORY OF THE BANK INCLUDING THE CHANGES OF
THESE ARTICLES

() With the resolutions of the Board of Directors dated 31.08.2023 and numbered 53/1535, Attorney Selim YAGCI was elected as the Chairman of the Audit Committee in place of ilker EREN, whose duty as Board Member and Chairman
of the Audit Committee was terminated with the approval of the Republic of Turkey Ministry of Environment, Urbanisation and Climate Change dated 25.08.2023 and numbered 7242570.

iller Bankasi A.S. (“Bank”) was established as “Municipalities Bank” with the Law No. 2301 dated 11 June 1933. With the “iller Bankasi A.S. Law” dated 13 June
1945 and numbered 4759, both the name of the Bank and the duties, powers and responsibilities of the Bank were changed and transformed into lller Bankasi
A.S.. With the “Law on Iller Bankasi Anonim Sirketi” (“The Bank’s Law”) numbered 6107, which was published in the Official Gazette dated 8 February 2011 and

GENERAL MANAGER AND ASSISTANT GENERAL MANAGERS

Experience
numbered 27840, it was transformed into iller Bankasi Anonim Sirketi, by preserving its duties, authorities and responsibilities as the continuation of the Bank. Full Name Responsibility Appointment Dismissal Dates Education in Bankipg
Dates Status and Business
Il. CAPITAL STRUCTURE OF THE BANK, SHAREHOLDERS THAT RETAIN DIRECT OR INDIRECT CONTROL AND MANAGEMENT OF THE Administration
BANK, SOLELY OR TOGETHER, CHANGES ABOUT THESE ISSUES DURING THE YEAR AND DISCLOSURES ABOUT THE GROUP Recep TURK() General Manager/ Head of Human Resources Department - Head ., » o 1 703 Bachelor's 23 Years
of IT Department - Head of Corporate Architecture Department Degree
Pursuant to the Bank’s governing Law No. 6107, the Bank’s capital consists of 2% monthly deductions to be made from the total shares of the tax revenues to Salih YILMAZ DG/ Legal Counsellor’s Office - Accounting and Financial Affairs 17 April 2014 Bachelor’s 30 Years
be distributed every month by the Ministry of Finance and iller Bankasi A.S. under the Law no. 5779 on Allotments of General Budget Revenues to be Allocated Department - Planning and Coordination Department Degree
to Special Provincial Authorities and Municipalities dated 2 July 2008, and of 30% of the Bank’s annual profits. For this reason, there is no capital group, which Volkan BEKTAS Directorate General / Department of Spatial Planning - Department o\ - 5 qq Master’s Degree 25 Years
. . - , . of Support Services - R&D Committee - Department of Education
has either direct or indirect control over the Bank’s capital.
Erdogan TOPCU an(Z’r:At’\:l)f/PDriPeachem of Infrastructure Implementation - Depart- 22 April 2020 Master's Degree = 34 Years
lll. EXPLANATIONS REGARDING THE CHAIRMAN AND THE MEMBERS OF BOARD OF DIRECTORS, AUDIT COMMITTEE, GENERAL )
MANAGER AND EXECUTIVE VICE PRESIDENTS AND THEIR SHARES AND THEIR RIGHTS OF RESPONSIBILITY IN THE BANK Onuray GOZUTOK DGM / Department of Investment Evaluation - Department of 22 April 2020 Master's Degree | 23 Years

Banking Services

Deputy Director General / Department of Resource Development
- Department of Investment Coordination - Department of Super-

BOARD OF DIRECTORS
Muhammed Ferit

31 March 2023 Master's Degree = 22 Years

e . Departed from X Experience in Banking and YUKSEL(™) structure Implementation - Department of International Relations
Full Name Responsibility Appointment Date Office on Education Business Administration - Department of Press and Public Relations
Eyyiip KARAHAN() Board Chairman 25 August 2023 Bachelor's Degree 29 Years Emrah BAYDEMIR(*™*) Deputy General Manager 26 April 2018 19 January 2024 Master’s Degree = 14 Years
- Selahattin 0ZSOY(** Deputy G M 6 March 2017 16 March 2023 Master’s D 31Ye
Av. Selim YAGCI(%) Vice Board Chairman 25 August 2023 Bachelor’s Degree 34 Years elanattin ™) epuly beneral Manager arc arc asters Legree cars
N ) Yusuf BUYUK(*) General Manager 8 August 2016 10 August 2023 Master’s Degree = 25 Years
Recep TURK(*) Board Member-General Manager 10 August 2023 Bachelor’s Degree 23 Years
() With the Presidential Decree No. 2023/382 dated 10 August 2023 and published in the Official Gazette No. 32276 dated 11 August 2023, Recep TURK was appointed as the General Manager of the Bank.
Miicahit DEM]RTA§ Board Member 30 September 2019 Bachelor’s Degree 25 Years (**) Deputy General Manager Selahattin OZSOY resigned from his duty as of 16.03.2023 in order to be a candidate for parliamentary candidacy in the Parliamentary General Elections to be held on 14.05.2023 and Muhammed Ferit
) YUKSEL was appointed as Deputy General Manager by the decision of the Board of Directors dated 31.03.2023 and numbered 22/235.
Rahmi METIN Board Member 27 June 2019 Master’s Degree 28 Years (***) Deputy General Manager Emrah BAYDEMIR was dismissed from his duty with the Presidential Decree dated 19.01.2024 and numbered 2024/9 published in the Official Gazette dated 20.01.2024 and numbered 32435.
Av. Hakan AKKAS Board Member 27 June 2019 Bachelor’s Degree 26 Years
Tufan BUYUKUZUN Board Member 25 March 2022 Bachelor’s Degree 15 Years SUPERVISORY BOARD
Ertan YETIM(%) Board Chairman 16 July 2018 25 August 2023 Bachelor’s Degree 35 Years Full Name Responsibility Appointment Date
Dr. ilker EREN(*) Vice Board Chairman 10 August 2018 25 August 2023 Ph. Degree 29 Years
Turan KONAK Member 10 August 2018
Yusuf BUYUK(*) Board Member-General Manager 8 August 2016 10 August 2023 Master’s Degree 26 Years o
Tuncay INCI Member 27 September 2022
(*) With the approval of the Republic of Turkey Ministry of Environment, Urbanisation and Climate Change dated 25.08.2023 and numbered 7242570, Eyyiip KARAHAN was appointed as Chairman of
the Board of Directors instead of Ertan YETIM, and Av. Selim YAGCI was appointed as Vice Chairman of the Board of Directors instead of ilker EREN. Ahmet Sami CEYLAN Member 25 August 2023

() With the Presidential Decree No. 2023/382 dated 10 August 2023 and published in the Official Gazette No. 32276 dated 11 August 2023, Recep TURK was appointed as the General Manager of

the Bank.

The Bank’s chairman and members of the board of directors, general manager and assistant general managers do not have any shares in the Bank as required
by the Bank’s establishment law.
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0!&- ILLER BANKASI AS 1. SECTION 2. SECTION 3. SECTION 4. SECTION 5. SECTION 6. SECTION

NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS AS OF 31 DECEMBER 2023

(Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL")

IV. INFORMATION ABOUT THE PERSONS AND INSTITUTIONS THAT HAVE QUALIFIED SHARES ATTRIBUTABLE TO THE BANK

Pursuant to the Bank’s Law No: 6107, the Bank’s share capital consists of the amounts deducted monthly at the rate of 2% from the sum of the shares of tax
revenues to be distributed by the Ministry of Treasury and Finance and the Bank in accordance with the “Law on Allocation of Shares from General Budget Tax
Revenues to Special Provincial Administrations and Municipalities” dated 2 July 2008 and numbered 5779, and TL 39.040.740 of the nominal capital amounting
to TL 45.000.000 has been paid as of 31 December 2023. The Bank’s capital consists of the deductions made from the Municipalities and Special Provincial Ad-
ministrations in accordance with the above mentioned legislation and is not divided into shares. The Bank’s nominal capital was increased from TL 18,000,000
to TL 30,000,000 with the Presidential Decree No. 1767 published in the Official Gazette No. 30942 dated 8 November 2019, and to TL 45,000,000 with the
Presidential Decree No. 6659 published in the Official Gazette No. 32069 dated 10 January 2023.

V. EXPLANATIONS ON THE BANK’S FUNCTIONS AND LINES OF ACTIVITY

The Bank has the status of a development and an investment bank. Its fields of operations are defined in the Bank’s governing law no. 6107 as “satisfying the
financing need of special provincial authorities, municipalities and their affiliated organizations and local administrative associations of which only these may
be members; develop projects concerning locally-provided common services for the people dwelling within the boundaries of such administrations; providing
such administrations with consultancy services and assistance on urban projects of a technical nature and in the conduct of infrastructure and superstructure
works and performing any and all development and investment banking functions”. Within this framework, the Bank may do the following;

» Open all kinds of short, medium and long-term cash and non-cash loans to its partners.

«  Provide research, project development and consultancy services on its activities or provide technical assistance.

»  Establish and transfer companies under the leadership of the Bank,

« Actasaninsurance agent,

«  Open branches and representative offices in Tirkiye and abroad, provided that necessary approvals are obtained,

«  Cooperate with domestic and/or foreign financial institutions, become a member of national and international organizations of which they are members,
- Obtain resources from domestic and international financial institutions, money and capital markets, and any and all funds,

«  Perform any and all development and investment banking transactions that would support the achievement of its objectives,

-« Develop projects and construct special projects and urban infrastructure projects demanded by the Ministry, or arrange for the development and constru-
ction thereof,

«  Execute, or arrange for the execution of, profit-making real estate investment projects and implementations in order to obtain funds for the Bank, provided
that it shall not incur any debts or enter any conditional obligation in doing so,

»  Carry out other activities set out in its Articles of Incorporation.

VI. DIFFERENCES BETWEEN THE COMMUNIQUE ON PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS OF BANKS AND
TURKISH ACCOUNTING STANDARDS AND SHORT EXPLANATION ABOUT THE INSTITUTIONS SUBJECT TO LINE-BY-LINE METHOD
OR PROPORTIONAL CONSOLIDATION AND INSTITUTIONS WHICH ARE DEDUCTED FROM EQUITY OR NOT INCLUDED IN THESE
THREE METHODS

The Bank has no subsidiaries or affiliates.

VII. THE EXISTING OR POTENTIAL, ACTUAL OR LEGAL OBSTACLES ON THE TRANSFER OF SHAREHOLDER’S EQUITY BETWEEN THE
BANK AND ITS SUBSIDIARIES OR THE REIMBURSEMENT OF LIABILITIES

None.
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8 ILLERBANKASIAS

2. SECTION

NOTES TO THE UNCONSOLIDATED BALANCE SHEET (STATEMENT OF FINANCIAL POSITION) AS OF 31 DECEMBER 2023

(Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL")

|- BALANCE SHEET (STATEMENT OF FINANCIAL POSITION) ASSETS

l. FINANCIAL ASSETS

11 Cash and Cash Equivalents

111 Cash and Balances with Central Bank

112 Banks

113 Receivable from Money Market

1.2 Financial Assets at Fair Value Through Profit or Loss
121 Government Securities

1.2.2  Equity Securities

1.2.3  Other Financial Assets

Financial Assets at Fair Value Through Other Comprehensive
Income

131  Government Securities

1.3.2  Equity Securities

1.3.3  Other Financial Assets

1.4  Derivative Financial Assets

141 Derivative Financial Assets at Fair Value Through Profit or Loss
Derivative Financial Assets at Fair Value Through Other

142 Comprehensive Income
1. Financial Assets Measured at Amortized Cost (Net)
21  Loans

2.2 Lease Receivables

2.3  Factoring Receivables

2.4  Financial Assets Measured at Amortized Cost
241 Government Securities

2.4.2 Other Financial Assets

2.5 Non-Performing Loans

2.6  Specific Provisions (-)

ASSETS HELD FOR SALE AND ASSET OF DISCONTINUED
OPERATIONS (Net)

31  Asset Held for Resale

3.2 Assets of Discontinued Operations

IV.  OWNERSHIP INVESTMENTS

41  Associates (Net)

411 Associates Consolidated Under Equity Accounting

4.2 Unconsolidated Associates
4.2 Subsidiaries (Net)
4.21 Unconsolidated Financial Investments in Subsidiaries
4.2.2 Unconsolidated Non-Financial Investments in Subsidiaries
4.3  Joint Ventures (Net)
431 Joint-Ventures Consolidated Under Equity Accounting
4.3.2 Unconsolidated Joint-Ventures
V. TANGIBLE ASSETS (Net)
VI.  INTANGIBLE ASSETS (Net)
6.1 Goodwill
6.2  Other
VIIl.  INVESTMENT PROPERTY (Net)
VIIl.  CURRENT TAX ASSET
IX.  DEFERRED TAX ASSET
X.  OTHER ASSETS
TOTAL ASSETS

Notes

V-l-a
V-I-d

V-l-e-f

V-l-c

V-l-g
V-H

V-I-s

V-l

V-I-k

V-l-n

V-l-o

V-l-p

V-l-r
V-I-t

The accompanying notes are an integral part of these unconsolidated financial statements.
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Audited
Current Period 31.12.2023

TL FC Total
74178169 3.102.609 77.280.778
74.178.165 3.102.609 77.280.774
361 361
74177.804 3102.609 77.280.413
4 - 4
4 - 4
38.388.543  26.788.142 65.176.685
38.388.543  26.778.142 65.176.685
1.253.813 1.253.813
26.363 26.363
26.363 26.363
3.673.156 3.673.156
203187 203187
2129127 150.797 2.279.924
119.852.358 30.041.548 149.893.906

Audited

Prior Period 31.12.2022

L
38.006.676
38.006.671
237
38.006.434

5

32.447.095
32.447.095

1141128
24.537

24537
3.393.729
133.906
2.484.618
77.631.689

FC Total
1.921.957 39.928.633
1.921.957 39.928.628

237

1.921.957  39.928.391

5

13.240.454  45.687.549
13.240.454  45.687.549

1141128

- 24.537
24537
3.393.729
133.906
2.512.268
92.821.750

27.650
15.190.061
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2. SECTION

NOTES TO THE UNCONSOLIDATED BALANCE SHEET (STATEMENT OF FINANCIAL POSITION) AS OF 31 DECEMBER 2023

(Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL")

BALANCE SHEET (STATEMENT OF FINANCIAL POSITION) LIABILITIES

l. DEPOSITS

1. LOANS RECEIVED

. MONEY MARKET FUNDS

V. MARKETABLE SECURITIES ISSUED (Net)

41 Bills

42 Asset Backed Securities

43 Bonds

V. FUNDS

51 Borrower Funds

5.2 Other

vi. FINANCIAL LIABILITIES MEASURED AT FAIR VALUE THROUGH
PROFIT AND LOSS

Vil DERIVATIVE FINANCIAL LIABILITIES

Derivative Financial Liabilities Measured at Fair Value Through
Profit or Loss

Derivative Financial Liabilities Measured at Fair Value Through
Other Comprehensive Income

VIIl.  FACTORING PAYABLES

IX. LEASE PAYABLES (Net)

X. PROVISIONS

101 General Provisions

71

12

10.2 Restructuring Provisions

10.3 Reserve for Employee Benefits

10.4 Insurance Technical Provisions (Net)

10.5 Other Provisions

XI. CURRENT TAX LIABILITY

XIl. DEFERRED TAX LIABILITY
LIABILITIES FOR ASSETS HELD FOR SALE AND ASSETS OF
DISCONTINUED OPERATIONS (Net)

131 Asset Held for Sale

13.2 Assets of Discontinued Operations

XIV.  SUBORDINATED DEBT INSTRUMENTS
141 Borrowings

14.2 Other Debt Instruments

XV. OTHER LIABILITIES

XVI.  SHAREHOLDERS' EQUITY

161 Paid-in capital

16.2 Capital Reserves

X

16.21  Share Premium

16.2.2  Share Cancellation Profits

16.2.3  Other Capital Reserves

Accumulated Other Comprehensive Income or Loss Not
Reclassified Through Profit or Loss

Accumulated Other Comprehensive Income or Loss Reclassified
Through Profit or Loss

16.5 Profit Reserves

16.3

16.4

16.51  Legal Reserves

16.5.2 = Status Reserves

16.5.3 = Extraordinary Reserves

16.5.4 = Other Profit Reserves

16.6 Profit or (Loss)

16.61  Prior Periods' Profit or (Loss)

16.6.2  Current Period Profit or (Loss)
TOTAL LIABILITIES

Notes

V-ll-a
V-ll-c

V-ll-c
V-ll-b
V-ll-e

V-ll-e
V-li-g

V-lI-h

V-Il-i

VAL

V-li-d
V-II-k

The accompanying notes are an integral part of these unconsolidated financial statements.

Audited
Current Period 3112.2023

TL FC Total
7431127  28.713.9M 36.145.098
59.500.351 1142.694  60.643.045
224354 - 224354
59.275.997 1142.694 60.418.691
26.110 - 26.110
1.093.065 - 1.093.065
671.488 - 671.488
41577 - 41577
971.830 - 971.830
1.900.665 51.248 1.951.913
49.062.845 - 49.062.845
39.040.740 - 39.040.740
1.245.696 - 1.245.696
1.245.696 - 1.245.696
(295.630) - (295.630)
4.863.784 - 4.863.784
117449 - 1117449
3.661.566 - 3.661.566
84.769 - 84.769
4.208.255 - 4.208.255
80.987 - 80.987
4127268 4127268
119.985.993 29.907.913 149.893.906

Audited
Prior Period 3112.2022
TL FC Total
9126.663 14.441.565 23.568.228
30.700.992 771158  31.472.150
67.002 - 67.002
30.633.990 771158 31.405.148
6.747 - 6.747
742.315 - 742.315
483.386 - 483.386
258.929 - 258.929
370.407 - 370.407
1.245.850 1.814 1.247.664
35.414.239 35.414.239
28.538.677 28.538.677
1109.344 1109.344
1109.344 - 1109.344
(181.880) - (181.880)
2.536.213 - 2.536.213
957.249 - 957.249
1.578.964 - 1.578.964
3.411.885 - 3.411.885
50.443 - 50.443
3.361.442 3.361.442
77.607.213 15.214.537 92.821.750
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- ILLERBANKASIAS 1 SECTon

2. SECTION

3. SECTION

4. SECTION

NOTES TO THE UNCONSOLIDATED STATEMENT OF OFF BALANCE SHEET COMMITMENTS AS OF 31 DECEMBER 2023

(Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL")

Audited
1l. STATEMENT OF OFF-BALANCE SHEET COMMITMENTS Current Period 3112.2023
Notes TL FC Total
A. OFF-BALANCE SHEET COMMITMENTS (I+l1+111) 49.403.396 68.259.935  117.663.331
. GUARANTEES AND WARRANTIES V-lil-a 41.735.997 681.637  42.417.634
11. Letters of Guarantee 41735.997 681.637 42.417.634
111 Guarantees Subject to State Tender Law 3 - 3
11.2. Guarantees Given for Foreign Trade Operations - - -
11.3. Other Letters of Guarantee 41735.994 681.637 42.417.631
1.2. Bank Acceptances - -
121 Import Letter of Acceptance - -
1.2.2. Other Bank Acceptances - -
13. Letters of Credit - R -
131 Documentary Letters of Credit - - -
13.2. Other Letters of Credit - - -
14. Guaranteed Prefinancings - - -
1.5. Endorsements - - -
1.5 Endorsements to the Central Bank of Tirkiye - - -
15.2. Other Endorsements - - -
1.6. Purchase Guarantees for Securities Issued - -
17 Factoring Related Guarantees - - -
1.8. Other Guarantees - - -
1.9. Other Warrantees - - -
II. COMMITMENTS V-lil-a 7667399 67.578.298  75.245.697
21 Irrevocable Commitments 7.667.399 40.474.089 48141488
211 Asset Purchase and Sales Commitments - - -
212, Deposit Purchase and Sales Commitments - - -
213, Sharg Qapital Commitments to Associates and ) . )
Subsidiaries
214 Commitments for Loan Limits 7.667.399 40.474.089 48141.488
215. Securities Issue Brokerage Commitments - - -
21.6. Commitments for Reserve Deposit Requirements - - -
217, Commitments for Cheques - - -
218. Tax and Fund Liabilities from Export Commitments - - -
2109. Commitments for Credit Card Limits - - -
2110, Promotion Commitments for Credit Cards and Banking . ) )
Services
211 Receivables from Short Sale Commitments of i i i
o Marketable Securities
2112 Payables for Short Sale Commitments of Marketable . ) .
T Securities
2113.  Other Irrevocable Commitments - - -
2.2. Revocable Commitments - 27104.209 27104.209
2.21. Revocable Commitments for Loan Limits - - -
2.2.2.  Other Revocable Commitments - 27104.209 27104.209
I, DERIVATIVE FINANCIAL INSTRUMENTS V-lll-b - -
31 Hedging Derivative Financial Instruments - - -
31 Transactions for Fair Value Hedge - - -

312 Transactions for Cash Flow Hedge
313 Transactions for Foreign Net Investment Hedge

The accompanying notes are an integral part of these unconsolidated financial statements.
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5. SECTION 6. SECTION
Audited
Prior Period 3112.2022
TL FC Total

20.883177 36.473.329 57.356.506
11.219.611 409.701 11.629.312
1.219.611 409.701 11.629.312
3 - 3
11.219.608 409.701 11.629.309
9.663.566 36.063.628 45.727194
9.663.566 21.544.924 31.208.490
9.663.566 21.544.924 31.208.490
- 14.518.704 14.518.704
- 14.518.704 14.518.704

- ILLERBANKASIAS  1secron

2. SECTION

3. SECTION

4. SECTION

NOTES TO THE UNCONSOLIDATED STATEMENT OF OFF BALANCE SHEET COMMITMENTS AS OF 31 DECEMBER 2023

(Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL")

Notes
3.2 Trading Derivative Financial Instruments
3.21 Forward Foreign Currency Buy/Sell Transactions
3.211  Forward Foreign Currency Transactions-Buy

3.21.2  Forward Foreign Currency Transactions-Sell
Swap Transactions Related to Foreign Currency and
322
Interest Rates
3.2.21  Foreign Currency Swap-Buy
3.2.2.2  Foreign Currency Swap-Sell
3.2.2.3 Interest Rate Swap-Buy
3.2.24  Interest Rate Swap-Sell

323 Foreign Currency, Interest Rate and Securities Options

3.2.31  Foreign Currency Options-Buy

3.2.3.2  Foreign Currency Options-Sell

3.233 Interest Rate Options-Buy

3.2.3.4 Interest Rate Options-Sell

3.23.5 Securities Options-Buy

3.2.3.6  Securities Options-Sell

324 Foreign Currency Futures

3.2.41  Foreign Currency Futures-Buy

3.2.4.2  Foreign Currency Futures-Sell

3.25 Interest Rate Futures

3.2.51  Interest Rate Futures-Buy

3.25.2  Interest Rate Futures-Sell

3.26 Other

B. CUSTODY AND PLEDGES RECEIVED (IV+V+VI)
V. ITEMS HELD IN CUSTODY

41. Customer Fund and Portfolio Balances
4.2. Investment Securities Held in Custody
43. Cheques Received for Collection

4.4. Commercial Notes Received for Collection
45. Other Assets Received for Collection

4.6. Assets Received for Public Offering
417. Other Items Under Custody
438. Custodians

V. PLEDGES RECEIVED
51 Marketable Securities
5.2. Guarantee Notes

5.3. Commodity

5.4. Warranty

55. Immovable

5.6. Other Pledged Items

5.7. Pledged Items-Depository

ACCEPTED INDEPENDENT GUARANTEES AND
WARRANTIES

TOTAL OFF-BALANCE SHEET COMMITMENTS (A+B)

VI.

The accompanying notes are an integral part of these unconsolidated financial statements.

Audited
Current Period 31.12.2023
TL FC Total
17.256.100 4.493.580 21.749.680
14.243.907 4.482.947 18.726.854
14178196 4.482.947 18.661143
65.711 - 65.711
3.012.193 10.633 3.022.826
3.012193 10.633 3.022.826
66.659.496 72.753.515 139.413.011

5. SECTION 6. SECTION
Audited
Prior Period 31.12.2022

TL FC Total
11.710.196 2.756.916 14.467112
10.029.246  2.745.688 12.774.934
9.978.843 2.745.688 12.724.531
50.403 - 50.403
1.680.950 11.228 1.692.178
1.680.950 11.228 1.692.178
32.593.373 39.230.245 71.823.618
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1. SECTION

2. SECTION

3. SECTION

4. SECTION

NOTES TO THE UNCONSOLIDATED STATEMENT OF PROFIT OR LOSS AS OF 31 DECEMBER 2023

(Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL")

1ll. STATEMENT OF PROFIT OR LOSS INCOME AND EXPENSE ITEMS Notes

11
1.2
13
1.4
1.5
151
15.2
153
1.6
17

21

22
23
24
25
2.6
M.

41
411
41.2
4.2
421
422

VI
71
12
73
VII.
VIl
IX.
X.
XI.
XIl.
XIil.

XIV.

XV.
XVI.
XVIL.
171
172
173

XVIIL.

XIX.
191
19.2
19.3
XX.
201
20.2
203
XXI.
XXII.
221
22.2
223
XXIIl.
XXIV.

INTEREST INCOME V-IV-a
Interest on Loans

Interest Received from Reserve Requirements

Interest Received from Banks

Interest Received from Money Market Transactions

Interest Received from Marketable Securities Portfolio

Financial Assets at Fair Value Through Profit or Loss

Financial Assets at Fair Value Through Other Comprehensive Income
Financial Assets Measured at Amortised Cost

Financial Lease Income

Other Interest Income

INTEREST EXPENSE V-IV-b
Interest on Deposits

Interest on Funds Borrowed

Interest Expense on Money Market Transactions

Interest on Securities Issued

Interest on Leases

Other Interest Expenses

NET INTEREST INCOME (I - 1l)

NET FEES AND COMMISSIONS INCOME/EXPENSE

Fees and Commissions Received

Non-cash Loans

Other

Fees and Commissions Paid

Non-cash Loans

Other
DIVIDEND INCOME V-IV-c
TRADING INCOME / LOSS (Net) V-IV-d

Trading Gains/ Losses on Securities
Trading Gains/ Losses on Derivative Financial Instruments
Foreign Exchange Gains/ Losses

OTHER OPERATING INCOME V-IV-e
TOTAL OPERATING INCOME (IlI+IV+V+VI+VII)

EXPECTED CREDIT LOSS (-) V-IV-f
PERSONEL EXPENSES (-)

OTHER OPERATING EXPENSES (-) V-IV-g

NET OPERATING INCOME/ LOSS (VIlI-IX-X)

EXCESS AMOUNT RECORDED AS INCOME AFTER MERGER

INCOME/ LOSS FROM INVESTMENTS IN SUBSIDIARIES CONSOLIDATED BASED ON

EQUITY METHOD

INCOME/ LOSS ON NET MONETARY POSITION

INCOME/ LOSS BEFORE TAX FROM CONTINUING OPERATIONS (XI+...+XIV) V-IV-h
TAX PROVISION FOR CONTINUING OPERATIONS (+) V-IV-i
Current Tax Provision

Deferred Tax Income Effect (+)

Deferred Tax Expense Effect (-)

NET INCOME/ LOSS FROM CONTINUING OPERATIONS (XV+XVI) V-IV+j
INCOME FROM DISCONTINUED OPERATIONS

Income from Non-Current Assets Held for Resale

Sale Income from Associates, Subsidiaries and Joint Ventures

Other Income from Discontinued Operations

EXPENSES FROM DISCONTINUED OPERATIONS (-)

Expense from Non-Current Assets Held for Resale

Sale Losses from Associates, Subsidiaries and Joint Ventures

Other Expenses from Discontinued Operations

INCOME/LOSS BEFORE TAX FROM DISCONTINUED OPERATIONS (XVIII -XIX)

TAX PROVISION FOR DISCONTINUED OPERATIONS (+)

Current Tax Provision

Deferred Tax Income Effect (+)

Deferred Tax Expense Effect (-)

NET PROFIT/ LOSS FROM DISCONTINUED OPERATIONS (XX+ XXI)

NET PROFIT/LOSS (XVII+XXII) V-IV-j
Earnings / (Loss) Per Share

The accompanying notes are an integral part of these unconsolidated financial statements.
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5. SECTION

Audited
Current Period 31.12.2023

13.181.560
4.675.168

8.204.317

302.075
3.395.895
1.654.631

2.081
1739183
9.785.665
31773
367,644
361368
6.276
(55.871)

(55.871)

(24.980)

(24.980)
2.479.651
12.552.109
(2.713.214)
(3.297.989)
6.540.906

6.540.906
2.413.638
2.416.848
29.321
(32.531)
4127.268

4127.268

6. SECTION

Audited
Prior Period 3112.2022
6.871.460
3.262.567

3.364.052

244.841
1.680.770
906.104

1317
773.349
5190.690
8.308
100.020
96.098
3.922
(91712)

(91712)

(14.542)

(14.512)
1.439.874
6.624.330
(1.083.503)
(1.089.405)
4.451.422

4.451.422
1.089.980
1120.524
17302
(47.846)
3.361.442

3.361.442

2. SECTION

- ILLERBANKASIAS  1secTOn

3. SECTION

4. SECTION

5. SECTION

6. SECTION

NOTES TO THE UNCONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME FOR THE YEAR ENDED 31 DECEMBER 2023

(Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL")

IV. STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

1. CURRENT PERIOD INCOME/LOSS
I OTHER COMPREHENSIVE INCOME

21 Other Income/Expense Items not to be Recycled to Profit or Loss

211 Gains/Losses on Revaluation of Property, Plant and Equipment

212  Gains/Losses on Revaluation of Intangible Assets

21.3  Defined Benefit Plans’ Actuarial Gains/Losses

214  Other Income/Expense ltems not to be Recycled to Profit or Loss

215  Deferred Taxes on Other Comprehensive Income not to be Recycled to Profit or Loss
2.2 Other Income/Expense Items to be Reclassified to Profit or Loss

2.21  Exchange Differences on Translation

Income/Expenses from Valuation and/or Reclassification of Financial Assets at Fair Value
through Other Comprehensive Income

2.2.3  Gains/Losses Cash Flow Hedges

2.24  Gains/Losses on Hedges of Net Investments in Foreign Operations

2.2.5  Other Income/Expense Items to be Recycled to Profit or Loss

2.2.6  Deferred Taxes on Other Comprehensive Income to be Reclassified to Profit or Loss

. TOTAL COMPREHENSIVE INCOME (I+1)

The accompanying notes are an integral part of these unconsolidated financial statements.

Audited Audited

Current Period 31.12.2023 Prior Period 31.12.2022
4127.268 3.361.442
(113.750) (181.880)
(113.750) (181.880)
(179.821) (242.507)
66.071 60.627
4.013.518 3.179.562
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2. SECTION

3. SECTION

4. SECTION 5. SECTION 6. SECTION

NOTES TO THE UNCONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY FOR THE YEAR ENDED 31 DECEMBER 2023

(Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL")

V. STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

Audited Prior Period 31.12.2022

l. Balance at the beginning of period

1. Adjustments in accordance with TAS 8

21 Effect of Corrections

2.2 Effect of the Changes in Accounting Policies
Il. New Balance (I+l)

IV. Total Comprehensive Income

V. Capital Increase by Cash

VI. Capital Increase by Internal Sources
VIl.  Paid-in capital inflation adjustment difference
VIIl.  Convertible Bonds to Shares

IX. Subordinated Debt Instruments
X. Increase/Decrease by Other Changes
Xl Profit Distribution
n Dividends paid
1.2 Transfers to Reserves
1.3 Other
Period-End Balance (llI+IV+......+X+XI)

Audited Current Period 31.12.2023

l. Balance at the beginning of period

II. Adjustments in accordance with TAS 8

21 Effect of Corrections

22 Effect of the Changes in Accounting Policies
. New Balance (I+1I)

IV. Total Comprehensive Income

V. Capital Increase by Cash

VI. Capital Increase by Internal Sources
VIl.  Paid-in capital inflation adjustment difference
VIIl.  Convertible Bonds to Shares

IX. Subordinated Debt Instruments
X. Increase/Decrease by Other Changes
Xl Profit Distribution
1 Dividends paid
1.2 Transfers to Reserves
1.3 Other
Period-End Balance (llI+IV+......+X+XI)

The accompanying notes are an integral part of these unconsolidated financial statements.
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Paid-in
Capital

22.547.763

22.547.763

5.199.169

791.745

791745
28.538.677

28.538.677

28.538.677

9.540.862

961.201

961.201
39.040.740

Share
Premiums

Share

Cancellation

Profits

Other Comprehensive Income/Expense
Items not to be Recycled to Profit or Loss

Revaluation

(g thi:;I Surplus on Defined Benefit Plans’
P Tangible and Actuarial Gains/Losses
Reserves '
Intangible Assets
1.109.344 - -
1.109.344 - -
- - (181.880)
1109.344 - (181.880)
1109.344 - (181.880)
1.109.344 - (181.880)
. . (113.750)
94.226 - -
42126 - -
42126 - -
1.245.696 - (295.630)

8 ILLERBANKASIAS

2. SECTION

1. SECTION

3. SECTION

4. SECTION 5. SECTION 6. SECTION

NOTES TO THE UNCONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY FOR THE YEAR ENDED 31 DECEMBER 2023

(Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL")

Other

Other Comprehensive Income/

Expense Items to be Recycled to Profit or Loss

Exchange
Differences on
Translation

Income/Expenses from Valuation and/or
Reclassification of Financial Assets Measured at Fair
Value Through Other Comprehensive Income

Other

Prior Current

Profit Period Period Total s
Reserves Profit or Profit or Shaléehcflders
(Loss) (Loss) quity

2.034774  2.689.592 - 28.381.473
2.034774  2.689.592 - 28.381.473
- - 3.361.442 3.179.562
- - - 5.199.169
501.439 (2.639.149) - (1.345.965)
- (1.345.965) - (1.345.965)
501.439 (501.439) - -
- (791.745) - -
2.536.213 50.443  3.361.442 35.414.239
2.536.213 3.411.885 - 35.414.239
2.536.213 3.411.885 - 35.414.239

- - 4127.268  4.013.518

- - - 9.540.862

- - - 94.226

2.327571 (3.330.898) - -

- (1.634.042) - (1.634.042)

2.327.57 (693.529) - 1.634.042

- (1.003.327) - -

4.863.784 80.987 4127.268 49.062.845
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8 ILLERBANKASIAS

1. SECTION

2. SECTION

3. SECTION

NOTES TO THE UNCONSOLIDATED STATEMENT OF CASH FLOWS AS OF 31 DECEMBER 2023

(Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL")

A

VII.

VI. STATEMENT OF CASH FLOWS

CASH FLOWS FROM BANKING OPERATIONS

Operating Profit/ (Loss) Before Changes in Operating Assets and Liabilities

Interest Received
Interest Paid

Dividend Received

Fees and Commissions Received

Other Income

Collections from Previously Written-off Loans and Other Receivables

Payments to Personnel and Service Suppliers

Taxes Paid
Other

Changes in Operating Assets and Liabilities

Net Increase/Decrease in Financial Assets at Fair Value Through Profit or Loss

Net (increase) / decrease in Due from Banks and Other Financial Institutions

Net (increase) / decrease in Loans

Net (increase) / decrease in Other Assets

Net increase / (decrease) in Bank Deposits

Net increase / (decrease) in Other Deposits

Net Increase/Decrease in Financial Liabilities at Fair Value Through Profit or Loss

Net Increase/(Decrease) in Funds Borrowed

Net Increase/(Decrease) in Payables

Net Increase/(Decrease) in Other Liabilities

Net Cash Provided from Banking Operations
CASH FLOWS FROM INVESTING ACTIVITIES

Net Cash Provided from Investing Activities

Cash Paid for Acquisition of Investments, Associates and Subsidiaries

Cash Obtained from Disposal of Investments, Associates and Subsidiaries

Purchases of Property and Equipment

Disposals of Property and Equipment

Notes

V-VIH

V-V

V-V

Cash Paid for Purchase of Financial Assets at Fair Value Through Other Comprehensive Income

Cash Obtained from Sale of Financial Assets at Fair Value Through Other Comprehensive Income

Cash Paid for Purchase of Financial Assets Measured at Amortized Cost

Cash Obtained from Sale of Financial Assets Measured at Amortized Cost

Other

CASH FLOWS FROM FINANCING ACTIVITIES

Net Cash Provided from Financing Activities

Cash Obtained from Funds Borrowed and Securities Issued

Cash Used for Repayment of Funds Borrowed and Securities Issued

Issued Equity Investments
Dividends Paid

Payments for Finance Leases
Other

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

Net Increase/ (Decrease) in Cash and Cash Equivalents (I+lI+l11+IV)

Cash and Cash Equivalents at Beginning of the Period

Cash and Cash Equivalents at End of the Period

The accompanying notes are an integral part of these unconsolidated financial statements.
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V-VIH

V-VIH
V-VI-l

4. SECTION 5. SECTION 6. SECTION
Audited Audited
Current Period 3112.2023 Prior Period 31.12.2022
4.391.632 2.552.856
12.492.427 6.647.605
(3.239.531) (1.621.430)
367.644 100.020
536.276 386.096
(2.303.868) (904.166)
(213911 (1.243.504)
(1.322.205) (811.765)
21.848.518 8.323.610
(19.532.784) (11.767.859)
1722779 (1.969.538)
12.576.476 10.170.399
27.082.047 11.890.608
26.240.150 10.876.466
169.090 61.381
(1.320.968) (336.282)
1.490.058 397.663
9.540.863 5.199.170
9.540.863 5199170
858.578 249734
36.808.681 16.386.751
39.851.501 23.464.750
76.660.182 39.851.501

8 ILLERBANKASIAS

1. SECTION

2. SECTION

3. SECTION

4. SECTION

5. SECTION

NOTES TO THE UNCONSOLIDATED STATEMENT OF PROFIT DISTRIBUTION AS OF 31 DECEMBER 2023

(Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL")

VII. PROFIT DISTRIBUTION STATEMENT

l.

11
12
121
12.2
123

13
1.4
15

1.6
161
1.6.2
16.3
1.6.4
1.6.5
17
1.8
19
1.91
19.2
193
194
19.5
110
m
112
113
Il

21
2.2
2.21
2.2.2
223
224
2.25
23
2.4
.
31
3.2
33
34
V.
41
4.2
43
4.4

DISTRIBUTION OF CURRENT YEAR PROFIT
CURRENT YEAR PROFIT

TAXES AND DUTIES PAYABLE (-)

Corporate Tax (Income Tax)

Income Withholding Tax

Other Taxes and Duties (¥)

NET INCOME FOR THE YEAR (1.1-1.2)(*)
PRIOR YEAR LOSSES

FIRST LEGAL RESERVES (-)

OTHER STATUTORY RESERVES (-) (*)

NET PROFIT AVAILABLE FOR DISTRIBUTION [(A-(1.3+1.4+1.5))]
FIRST DIVIDENDS TO SHAREHOLDERS (-)

To Owners of Ordinary Shares

To Owners of Privileged Shares

To Owners of Preferred Shares

To Profit Sharing Bonds

To Holders of Profit and Loss Sharing Certificates
DIVIDENDS TO PERSONNEL (-)(***)
DIVIDENDS TO BOARD OF DIRECTORS (-)
SECOND DIVIDENDS TO SHAREHOLDERS (-)
To Owners of Ordinary Shares

To Owners of Privileged Shares

To Owners of Preferred Shares

To Profit Sharing Bonds

To Holders of Profit and Loss Sharing Certificates
STATUS RESERVES (-)

EXTRAORDINARY RESERVES

OTHER RESERVES

SPECIAL FUNDS

DISTRIBUTION OF RESERVES

DISTRIBUTED RESERVES

DIVIDENTS TO SHAREHOLDERS (-)

To Owners of Ordinary Shares

To Owners of Privileged Shares

To Owners of Preferred Shares

To Profit Sharing Bonds

To Holders of Profit and Loss Sharing Certificates
DIVIDENDS TO PERSONNEL (-)

DIVIDENDS TO BOARD OF DIRECTORS (-)
EARNINGS PER SHARE

TO OWNERS OF ORDINARY SHARES

TO OWNERS OF ORDINARY SHARES (%)

TO PRIVILEGED SHAREHOLDERS

TO PRIVILEGED SHAREHOLDERS (%)
DIVIDEND PER SHARE

41TO OWNERS OF ORDINARY SHARES

4.2 TO OWNERS OF ORDINARY SHARES (%)
4.3 TO PRIVILEGED SHARES

4.4 TO PRIVILEGED SHARES (%)

Audited

Current Period 31.12.2023

6.540.906
2.650.265
2.416.848
233.417
3.890.641

194.532
1167192
2.528.917

350158
2178.759

(") In accordance with Article 5/1-e of the Corporate Tax Law No. 5520, TL 233.417 Real Estate Sales Gain Exemption fund is not subject to profit distribution.

(**) 30% of the Bank’s net profit is transferred to the Bank’s Capital as per the Article 4 of the “Law on lller Bankasi Anonim Sirketi”

Audited

6. SECTION

Prior Period 31.12.2022

4.451.422
1.247.419
1120.524

126.895
3.204.003

160.200
961.201
2.082.602

288.360
1.794.242

(***) The decision regarding the profit distribution will be made at the General Assembly meeting. Dividends to personnel is provided based on article 27 of Bank’s Articles of Incorporation. Board of Directors decide whether annual
dividends will be distributed or not, and when and how much will be paid. The unpaid portion is allocated as reserves. There is no provision in the financial statements as at 31 December 2023.

The accompanying notes are an integral part of these unconsolidated financial statements.
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°§$' ILLER BANKASI AS 1. SECTION 2. SECTION 3. SECTION 4. SECTION 5. SECTION 6. SECTION

NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS AS OF 31 DECEMBER 2023

(Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL")

3. SEGTION

ACCOUNTING POLICIES

I. EXPLANATIONS ON BASIS OF PRESENTATION

The unconsolidated financial statements are prepared within the scope of the “Regulation on Accounting Applications for Banks and Safeguarding of Docu-
ments” related with Banking Law numbered 5411 published in the Official Gazette no.26333 dated 1 November 2006 and in accordance with other regulations
published by the Banking Regulation and Supervision Agency regarding the reporting principles, the circular and explanations of the Banking Regulation and
Supervision Agency, and the BRSA legislation and Turkish Accounting Standards (“TAS”) and Turkish Financial Reporting Standards (“TFRS”) and related appen-
dices and interpretations (“Turkish Financial Reporting Standards” or “TFRS”) put into effect by Public Oversight Accounting and Auditing Standards Authority
(“POA) (collectively “BRSA Accounting and Financial Reporting legislation”).

The format and content of the publicly announced unconsolidated financial statements and notes to these statements have been prepared in accordance with
“Communique on Financial Statements and Related Disclosures and Footnotes to be Announced to Public by Banks” published in the Official Gazette dated 28
June 2012 and numbered 28337 and appendices and amendments to this communique. The Bank keeps its accounting records in Turkish currency in accor-
dance with the Banking Law, Turkish Commercial Code and Turkish Tax Legislation.

The financial statements are prepared on historical cost basis except for financial assets measured at fair value through profit or loss.

The accompanying financial statements have been prepared in accordance with the “BRSA Accounting and Financial Reporting Legislation”. “TFRS 9 Financial
Instruments” standard published in the Official Gazette dated 19 January 2017 and numbered 29953 by the Public Oversight Accounting and Auditing Standards
Authority, effective from 1 January 2018, was started to be implemented instead of “TAS 39 Financial Instruments: Recognition and Measurement” standard.
TFRS 9 standard mainly introduces new principles for the classification and measurement of financial instruments and the expected loss allowance to be calcu-
lated for financial assets. In accordance with Law No. 6107 on iller Bankasi A.S., the Bank does not reserve provisions for loans and losses.

With the decision of the Banking Regulation and Supervision Board dated 12 December 2023 and numbered 10744, “In the Announcement on the Inflation
Adjustment of Financial Statements of Companies Subject to Independent Audit dated 23.11. 2023 dated 23.11.2023 published by the Public Oversight, Accoun-
ting and Auditing Standards Authority, the institutions or organisations authorised to regulate and supervise in their fields are given the freedom to determine
different transition dates for the application of inflation accounting, and in this context, it has been decided that the financial statements of banks and financial
leasing, factoring, financing, savings financing and asset management companies dated 31.12.2023 will not be subject to the inflation adjustment required
under TAS 29”. In accordance with the Board’s decision, no inflation adjustment has been made in the financial statements dated 31 December 2023 within
the scope of TAS 29.

The amounts shown in the financial statements and in their associated explanations and notes are denominated in thousand Turkish Liras unless otherwise
indicated.

Il. EXPLANATIONS ON THE STRATEGY OF USE OF FINANCIAL INSTRUMENTS AND FOREIGN CURRENCY TRANSACTIONS

Loans included in the liabilities of the Bank’s balance sheet within the scope of the “Municipal Services Project” and “Sustainable Cities Project” from the World
Bank, within the scope of the “Municipal Sewerage and Wastewater Treatment Project Development Project” from the Japan International Cooperation Agency
(“JICA”), within the scope of the “Urban Transport Project” It consists loans obtained from the Islamic Development Bank, the European Investment Bank (“EIB”)
within the scope of the “Environmental Loan” and the World Bank under the European Union’s Financial Assistance Program for Refugees in Tiirkiye (“FRIT II”)
and extended to municipalities. Exchange rate differences in loans are reflected to local governments using loans. Within the scope of the Municipality, Sewage
and Wastewater Treatment Facilities Development Project, the exchange differences of the loans obtained from JICA under the name of “Consulting” belong to
the Bank, and the items in the active and passive accounts at the end of the period within the scope of TAS 21 (Effects of Currency Changes). Monetary assets in
foreign currency at the Central Bank’s buying rate as of the end of the reporting period; Monetary liabilities in foreign currencies are also converted into TL by
being evaluated at the TC Central Bank selling rate as of the end of the reporting period.

Asset and liability monetary items denominated in foreign currencies are valued according to the Central Bank of Turkiye exchange rates in effect on the balance
sheet date. Foreign exchange losses/gains arising from the valuation of monetary items are accounted for in the statement of profit or loss as “Exchange rate
losses/gains”.

Exchange rates declared by the Central Bank of Tiirkiye at the balance sheet date:

Date USD Buying USD Selling EUR Buying EUR Selling 100 JPY Buying 100 JPY Selling
29 December 2023 29,4382 29,4913 32,5739 32,6326 20,7467 20,3841
Date USD Buying USD Selling EUR Buying EUR Selling 100 JPY Buying 100 JPY Selling
30 December 2022 18,6983 18,7320 19,9349 19,9708 14,1301 14,2237
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Ill. EXPLANATIONS ON FORWARD AND OPTION CONTRACTS AND DERIVATIVE PRODUCTS

The Bank had no forward and option contracts and derivatives as at the end of the reporting period.

IV. EXPLANATIONS ON INTEREST INCOME AND EXPENSES

Interest income and expenses are recognized according to the effective interest method. Only loans granted by local governments in accordance with the
Bank’s Law No. 6107. The interest on loans credit is accrued on a monthly basis.

From the European Union’s Financial Assistance Programme for Refugees in Turkey (FRIT Il) with Additional Financing for Municipal Services Project - II, Sus-
tainable Cities Project I-Il and Il, from the World Bank under the Turkey Earthquake, Flood and Fire Emergency Reconstruction Project (TEFWER), from JICA
under the Municipal Sewerage and Wastewater Treatment Facilities Improvement Project (JICA-l) and Local Governments Environmental Development Project
(JICA-IIl), For the foreign currency denominated loans obtained from the European Investment Bank (EIB) within the scope of the “Environmental Loan” and
from the French Development Agency within the scope of the European Union’s Financial Assistance Programme for Refugees in Turkey (FRIT Il) and extended
to local governments, interest accruals are made monthly and interest payments are made semi-annually.

In accordance with Article 2 of the “Communiqué on the Amendment of the General Communiqué of Public Treasurership” published in the Official Gazette
dated 28 February 2018 and numbered 30346 and the paragraph numbered 5 added to the 5th article of the communiqué “iller Bankasi A.S. municipalities and
special provincial administrations, which are shareholders, may use their financial resources at lller Bankasi A.S.” As per its provision, the Bank obtains funds
from its shareholders. Interest expenses related to the funds collected are also accounted according to the effective interest method.

V. EXPLANATIONS ON FEE AND COMMISSION INCOME AND EXPENSES

The Bank extends non-cash loans to local governments and earns commission income. In addition, the Bank Groupama Sigorta A.S., Bereket Sigorta A.S., Anka-
ra Sigorta Insurance Inc. and Tiirkiye Sigorta A.S. of the type of securities and real estate agency and local government itself collects the insurance commissions
arising from its insurance. A guarantee fee is paid to the Undersecretariat of Treasury for loans obtained from external financial institutions to be reflected on
local governments. As commission expenses, there is a commitment commission paid to the Central Bank of the Republic of Tiirkiye for interbank money market
transactions and to JICA due to the loans used from JICA for the portion corresponding to the Bank’s share . In addition, there are commissions paid for medium
and long-term loans obtained from domestic banks.

VI. EXPLANATIONS ON FINANCIAL ASSETS

The Bank’s financial assets are classified and recognized as under the headings of “Financial assets at fair value through profit or loss”, “Financial assets at fair
value through other comprehensive income” and “Financial assets measured at amortized cost.”

Financial Assets at Fair Value through Profit or Loss

“Financial assets at fair value through profit/loss” are financial assets that are either acquired for generating a profit from short term fluctuations in prices or are
financial assets included in a portfolio aiming to short-term profit making.

Financial assets at the fair value through profit/loss are initially recognized at fair value and remeasured at their fair value after recognition. All gains and losses
arising from these valuations are reflected in the statement of profit or loss.

Unless a financial asset is measured at amortized cost or at fair value through other comprehensive income, it is measured at fair value through profit or loss.
However, for certain investments in equity instruments that would normally be measured at fair value through profit or loss, it may irreversibly choose, at initial
recognition, the recognition of subsequent changes in fair value through other comprehensive income.

The Bank’s financial assets at fair value through profit or loss consist of Emlak Konut Gayrimenkul Yatinm Ortakligi A.S, which has less than 10% of shares and votes
and has no significant activity. Emlak Konut Gayrimenkul Yatirim Ortakhigi A.S., which is traded in Borsa Istanbul (“BIST”), is valued with the prices formed in the BIST
at the balance sheet date.

Financial Assets at Fair Value Through Other Comprehensive Income

In addition to financial assets within a business model that aims to hold to collect contractual cash flows and aims to hold to sell, financial asset with contrac-
tual terms that lead to cash flows are solely payments of principal and interest at certain dates, they are classified as fair value through other comprehensive
income.

Financial assets at fair value through other comprehensive income are recognized by adding transaction cost to acquisition cost reflecting the fair value of the
financial asset. After the recognition, financial assets at fair value through other comprehensive income are remeasured at fair value. Interest income calculated
with effective interest rate method arising from financial assets at fair value through other comprehensive income and dividend income from equity securities
are recorded to statement of profit or loss.

ILLER BANKASI A.S. - ANNUAL REPORT 2023 | 91



°§§' ILLER BANKASI AS 1. SECTION 2. SECTION 3. SECTION 4. SECTION 5. SECTION 6. SECTION

NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS AS OF 31 DECEMBER 2023

(Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL")

VI. EXPLANATIONS ON FINANCIAL ASSETS (continued)

“Unrealized gains and losses” arising from the difference between the amortized cost and the fair value of financial assets at fair value through other comp-
rehensive income are not reflected in the statement of profit or loss of the period until the acquisition of the asset, sale of the asset, the disposal of the asset,
and impairment of the asset and they are accounted under the “Accumulated other comprehensive income or expense to be reclassified through profit or loss”
under shareholders’ equity. When these securities are collected or disposed of, the accumulated fair value differences reflected in the shareholders” equity
are reflected to the statement of profit or loss.

Financial Assets Measured at Amortized Cost

Financial assets that are held for collection of contractual cash flows where those cash flows represent solely payments of principal and interest are classified
as financial assets measured at amortized cost. Financial assets measured at amortized cost are initially recognized at acquisition cost including the transaction
costs which reflect the fair value of those instruments and subsequently recognized at amortized cost by using effective interest rate method. Interest income
obtained from financial assets measured at amortized cost is accounted in statement of profit or loss.

Loans

Loans are financial assets created by providing money, goods or services to the borrower. Loans are financial assets that have fixed or determinable payments
and are not traded in an active market. These loans are first recorded at the acquisition cost. As required by its governing law, the Bank extends loans only
to local governments. Loans are recognized on the basis of their acquisition costs. Guarantees of loans, shares transferred to the bank to be distributed from
the general budget tax revenues to the local administrations, and drinking water of municipalities, terminal, rent etc. their incomes. All loans of the Bank are
monitored in the “Measured by Amortized Cost” account.

VII. EXPLANATIONS ON IMPAIRMENT OF FINANCIAL ASSETS

Pursuant to paragraph 5 of article 13 of the Law No. 6107 on iller Bankasi A.S., the provisions of the Banking Law No. 5411 regarding provisions are not applicable
to the Bank. In accordance with this provision, the provisions of TFRS 9 regarding provisions are not applied.

VIIl. EXPLANATIONS ON OFFSETTING FINANCIAL INSTRUMENTS

Financial assets and obligations are shown in the balance sheet on the basis of their net amounts only in situations where the Bank has the legal right and the
power to compel such netting as well as the intention to collect on or to pay off such financial assets and liabilities at their net value or where the Bank has the
right to simultaneously wind up such financial assets and obligations.

IX. EXPLANATIONS ON SALES AND REPURCHASE AGREEMENTS (REPOS) AND TRANSACTIONS ON SECURITIES LOANED

As of the end of the reporting period, the Bank had no transactions made under agreements calling for selling and buying back securities (repo) or transactions
involving securities which had been purchased with sell-back commitment (reverse repo).

X. EXPLANATIONS ON ASSETS HELD FOR SALE, ASSETS OF DISCONTINUED OPERATIONS AND RELATED LIABILITIES

The assets which meet the criteria for categorization as assets held for sale shall be recognized over their book values; application of depreciation for such
assets shall be suspended. These assets shall be recognized separately on the balance sheet. In order for an asset to be considered as asset held for sale,
the asset (or asset group to be disposed of) in question should be available for immediate sale under the conventional and frequently observed conditions
applicable to the sale of such assets (or asset group to be disposed of), and should command a high likelihood of sale. In order for the asset to have a high
likelihood of sale, a plan should be made by an appropriate management level for the sale of the asset (or the asset group to be disposed of), and an active
program to conclude the plan through the identification of buyers should have been commenced. Furthermore, the asset (or the asset group to be disposed
of) should be marketed actively at a price tag consistent with its fair value. A variety of incidents or circumstances may extend the term of completion of the
sale to more than one year.

In case there is sufficient evidence to conclude that such delay arose due to incidents or circumstances outside the control of the enterprise, and that the
enterprise’s sale plans regarding the sale of the asset (or the asset group to be disposed of), such assets shall remain in the assets held for sale category.

A discontinued operation is a part of the bank’s business categorized as disposed-of or held-for-sale.

The results regarding the discontinued operations are shown separately in the statement of profit or loss. The bank has no property or discontinued operations
recognized under the assets held for sale account.
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XI. EXPLANATIONS ON GOODWILL AND OTHER INTANGIBLE ASSETS

As of the balance sheet date, there is no goodwill items that needed to be shown in the financial statements. Goodwill and other intangible assets are recog-
nized at cost in accordance with the Standard Accounting Standard for Intangible Assets (“ TAS 38”).

The costs of intangible assets that were acquired before 1 January 2005 were inflation-adjusted for the period until 31 December 2004, which is the date the
period of high inflation was deemed to have ended by the authorities. Assets acquired thereafter were recognized in the financial statements on the basis of
their initial acquisition cost.

Intangible assets are depreciated according to the straight-line method with an assumed useful life of three to five years. The useful lifetime of an asset is
determined on the basis of a consideration of such issues as how long the asset can be expected to be useful; technical, technological, and other forms of
obsolescence; and the maintenance costs that will be required to secure the economic benefit expected from the asset.

If there is an indication of impairment, the recoverable amount of the related asset is determined as (“TAS 36”) and the amount of the recoverable amount of
the related asset If the carrying amount is less than the carrying amount, provision for impairment is booked.

XIl. EXPLANATIONS ON PROPERTY, PLANT AND EQUIPMENT

The costs of tangible assets that were acquired before January 2005 were inflation-adjusted for the period until 31 December 2004, which is the date the
period of high inflation was deemed to have ended by the authorities. Assets acquired thereafter were descended in the financial statements on the basis of
their initial acquisition cost. Depreciation of tangible fixed assets is allocated over their costs using the straight-line depreciation method with equal amounts
according to the useful lives of the assets.

In the case of an asset that was in the assets for less than a full fiscal year as of the end of the reporting period, the amount of depreciation that is set aside is
determined by prorating the amount that would have been set aside for a full year according to the length of time that the asset was in the inventory.

If there is an indication of impairment, the Bank estimates the recoverable amount of the related asset in accordance with the “Turkish Accounting Standard for
Impairment of Assets” (“TAS 36”) and allocates a provision for impairment if the recoverable amount is below the book value of the related asset.

The gain or loss that arises when a tangible fixed asset is disposed of is determined by subtracting the net book value of the asset concerned from the proceeds
secured from its sale. The resulting difference is recognized in the statement of profit or loss.

There are no pledges, mortgages and other measures on tangible fixed assets or commitments made for the purchase of these or a major issue limiting the
exercise of the disposal rights on them. There are no changes in accounting estimates that have a significant impact on the current period or are expected to
have a significant impact on the following periods.

The Bank had a real estate appraisal company authorized by the BRSA in 2022 for its real estates registered in its name, and there are no impaired real estates.
Depreciation rates and estimated useful lives of tangible fixed assets are as follows;

Tangible fixed assets Estimated Useful Life (Years) Depreciation Rate (%)
Buildings and cashboxes 50 2

Office machines, furniture, interior fittings, other movables 3-10 33,33-10
Transportation vehicles 410 25-10

Investment properties

“Investment properties” are real estate properties that are held for the purpose of securing rental and/or appreciation income. Investment properties are recog-
nized as an asset where the future economic benefits will probably be registered with the enterprise, and the cost of the investment property can be appraised
reliably. Investment properties are recognized on the basis of their costs. Investment properties are presented in the balance sheet with their cost value after
deducting accumulated depreciation and accumulated values, if any. If it meets the accepted criteria, the cost of replacing any part of the existing investment
property is included in the balance sheet amount. The amount in question does not include daily maintenance to investment properties. The straight-line dep-
reciation method is used in the depreciation of investment properties.

Right of use assets

The right to use assets consist of service buildings and vehicle vehicles acquired through operating lease. Pursuant to TFRS 16, the real estates that are consi-
dered as the right of use at the date of rental actually are measured at the cost value of the right of use. The lease obligation is initially measured at the present
value of the lease payments to be made during the lease period. In subsequent measurements, the book value of the liability is increased to reflect the interest
on the lease obligation and decreased to reflect the lease payments made. While applying the cost method, the existence of the right to use; accumulated dep-
reciation and accumulated impairment losses are measured at their adjusted costs based on reassessment of the lease obligation. Those which are considered
as the right of use of real estates are subject to depreciation.
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XIll. EXPLANATIONS ON LEASING TRANSACTIONS

Bank as lessor

The Bank does not have any financial leasing transactions. There are leasing transactions arising from the leasing of real estates that are not used in banking
transactions and excluding financial leasing transactions. Operating lease income is recorded in the statement of profit or loss on a straight-line basis during
the lease period. As of the end of the reporting period, real estates leased out within the scope of the Bank’s operating lease are classified as investment
properties in the balance sheet.

Bank as lessee

The lease obligation is measured at the present value of the lease payments that were not paid on the date that the lease actually started, in accordance with
TFRS 16. Lease payments are discounted using an alternative borrowing interest rate. After the lease actually started, the book value of the lease obligation; It
is re-measured to increase the interest in its lease obligation, to decrease the lease payments made, to reflect all reassessments and changes to the lease, or
to reflect fixed lease payments in its revised core. The interest on the lease obligation for each period in the lease term is the amount found by applying a fixed
periodic interest rate to the remaining balance of the lease obligation. After the lease actually starts, the lease obligation is re-measured to reflect changes in
lease payments. Gains or losses related to the partial or complete termination of the lease are recognized in profit or loss. For all other changes, correction is
made on the right of use.

XIV. EXPLANATIONS ON PROVISIONS AND CONTINGENT LIABILITIES

Provisions and contingent liabilities are accounted for in accordance with the communiqué on “Turkish Accounting Standard Concerning Provisions, Contingent
Liabilities, and Contingent Assets” (“TAS 377).

Provisions are entered into the accounts in situations where, as of the balance sheet date, there is an existing or pre-existing legal or structural obligation,
there is a possibility of having to dispose of economically beneficial resources in order to fulfill the obligation, and it is possible to make a reliable estimate as
to the amount of the obligation. For obligations that arise as a consequence of events transpiring in earlier reporting periods, provisions are set aside during
the reporting period in which the obligations are incurred, in keeping with the principle of “periodicity”. In situations where the amount cannot be estimated,
the obligation is treated as being “contingent”. A provision is set aside for a contingent liability only if the likelihood of the liability occurring is high and if it can
be reliably quantified.

XV. EXPLANATIONS ON OBLIGATIONS RELATED TO EMPLOYEE BENEFITS

Pursuant to Article 11/1 of the Law No. 6107 governing iller Bankasi A.S. published in the Official Gazette issue 27840 dated 8 February 2011 and within the frame
of the provision that reads “Duties required by the Bank’s services will be carried out via contractual personnel who are not subject to the Law 657 on Civil
Servants dated 14 July 1965” and to the provisions of other laws governing contractual personnel; the Bank renders its services via white-collar employees,
and blue-collar workers subject to the Labor Law in line with the “iller Bank Human Resources Regulation” published in the Official Gazette issue 28518 dated
04 January, 2013.

Pursuant to Article 4 (c), subparagraphs 1and 2 of the Social Security and General Health Insurance Law no. 5510, retirement benefits for those contractual
personnel who have started work prior to October, 2008 are subject to the requirements of the Civil Servants Pension Fund, whereas the same for those who
have started work after October, 2008 are subject to the requirements of the Social Security Institution (for employees). As required by Article 1 of the Law No.
6107 governing lller Bankasi A.S., the Bank is a “special budget” institution which is subject to the provisions of private law. In the aftermath of the enforcement
of Law No. 6107 governing iller Bank, in the case of those bank personnel who wish to remain subject to the requirements of the Civil Servants Pension Fund
with respect to their retirement benefits, or those who wish to work on a contract basis, the retirement bonuses are paid by the Civil Servants Pension Fund,
after which the Fund makes a recourse to the Pension Fund of the pension bonus paid to the Bank.

In the case of those whose retirement benefits are subject to the requirements of the Social Security Institution (for employees), severance pays are paid by
the Bank to the relevant personnel upon their retirement. Provisions are set aside for the relevant contractual personnel for retirement bonuses on the basis
of actuarial calculations and within the framework of the “Turkish Accounting Standard concerning Employee Benefits” (“TAS 197). In the case of personnel in
“blue-collar worker” status who are employed by the Bank, provision is set aside on the basis of the net present value of the service award provision as requ-
ired by the Labor Law, which is calculated on an actuarial basis, within the framework of the “Turkish Accounting Standard on Employee Benefits” (“TAS 197).

XVI. EXPLANATIONS ON TAXATION

Corporate Income Tax

In Trkiye, the corporate tax rate applied to the legal tax base to be found by adding the expenses that are not accepted as deductible in accordance with tax
laws to the commercial income of corporations in Tirkiye and by deducting the exemptions in the tax laws was applied as 20% after 1 January 2021. However,
the Law No. 7316 on the Collection Procedure of Public Receivables, which was published in the Official Gazette dated 22 April, 2021 and numbered 31462,
article 11 of the Law on Amending Certain Laws, With the Provisional Article 13 added to the Corporate Tax Law No. 5520, the corporate tax rate has been
regulated as 25% for corporate earnings for the 2021 taxation period and 23% for corporate earnings for the 2022 taxation period.
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In addition, with the Law No. 7394 on the Evaluation of Immovable Property Owned by the Treasury and Amending the Value Added Tax Law, which was publis-
hed in the Official Gazette dated 15 April 2022 and numbered 31810, and the Law on Amendments to Some Laws and Decrees with the Force of Law, Article 26
With the sentence added to the first paragraph of the Provisional Article 13 added to the Corporate Tax Law No. 5520, banks, companies within the scope of the
Law No. 6361, electronic payment and money institutions, authorized foreign exchange institutions, asset management companies, capital market institutions,
insurance and reinsurance companies and pension companies will be able to operate in 2022. Corporate tax will be charged at the rate of 25% for corporate
earnings for the taxation period. The tax rate change will be valid for corporate earnings for the taxation period starting from 1 January 2022, starting from the
declarations that must be submitted as of 1July 2022.

In addition, with the Law No. 7417 on the Amendment of the Law on Civil Servants and Some Laws and the Decree Law No. 375, which was published in the
Official Gazette dated 5 July 2022 and numbered 31887, the 25% rate determined within the scope of the Law No. 7394 was amended. Thus, the relevant
regulation has been made to calculate the corporate tax rate of 25% on the corporate earnings of the above mentioned banks and financial institutions for the
year 2023 and the following taxation periods.

In the financial statements dated 30 June 2023, the Bank has used 25% as the tax rate in the calculations of current and deferred tax. The Law No. 7456 on
Additional Motor Vehicles Tax for the Compensation of Economic Losses Caused by Earthquakes Occurring on 6/2/2023 and Amendments to Certain Laws and
Decree Law No. 375 was published in the Official Gazette dated 15.07.2023 and numbered 32249. With the regulation, the corporate tax rate applied as 20%
has been increased by 5 percentage points to 25% (30% for banks and financial institutions). This rate will be valid for the earnings of the corporations for 2023
and the following years, starting from the declarations to be submitted as of 01.10.2023.

The corporate tax rate will be added to the commercial earnings of the corporations as a result of the addition of the expenses that are not accepted as per the
tax laws, the exemption in the tax laws (such as the subsidiary earnings exception) and the deduction of the discounts. Applied to tax base. Institutions calculate
temporary tax on their quarterly financial profits at the current Corporate Tax rate and declare it until the 17th day of the second month following that period
and pay until the evening of the 17th day. The temporary tax paid during the year belongs to that year and is deducted from the corporate tax to be calculated
on the corporate tax return to be submitted in the following year. In case of remaining temporary tax amount despite the offset, this amount may be refunded
or offset against other financial liabilities to the government.. Under the Bank’s governing statute, 10% withholding tax is accrued on the 51% portion allocated
from the Bank’s profit for infrastructure and superstructure needs of municipalities and villages, which is paid during the relevant period.

50% of the profits arising from the sale of participation shares and real estate held for at least two years are exempt from tax, provided that they are added
to the capital as stipulated in the Corporate Tax Law or kept in a special fund account for 5 years. However, institutions dealing with securities and immovable
trade and leasing are exempted for this purpose (It is the article amended by Article 89 of Law No. 7061 and entered into force as of 5 December 2017, according
to Article 3 of the Communiqué No. 14 of KV.K. dated 23 December 2017, 75% will be applied to sales made until 5 December 2017 for 2017, will be applied as
50% thereafter).

As 0f 15.07.2023, if the immovable registered in the assets of the institution is disposed of, corporate tax will be calculated for the entire gain and VAT will be
calculated at the rate to which the immovable is subject to over the disposal price. However, in the event that the immovables that were entered in the records
before 15.07.2023, which is the effective date of Law No. 7456, are disposed of after the publication date of the Law (if they also meet the other conditions
listed in the law); Exemption will be applied to 25% of the gain to be obtained instead of 50%. There is no practice in Turkiye to reach an agreement with the
tax authority regarding the taxes to be paid. Corporate tax returns are submitted to the relevant tax office until the evening of the 25th day of the fourth month
following the month in which the accounting period is closed. However, the tax inspection authorities can examine the accounting records within 5 years and
the tax amounts to be paid may change if an erroneous transaction is detected. As of the end of the 2021 calendar year, the conditions sought for inflation
adjustment in the calculation of corporate tax have been fulfilled, within the framework of the repeated provision of Article 298/A of the Tax Procedure Law.
However, with the regulation made with the Law No. 7352 dated January 20, 2022, the application of inflation adjustment in the calculation of corporate tax
was postponed to 2023. According to this; TPL financial statements for the 2021 and 2022 accounting periods, including the provisional tax periods, will not
be subject to inflation adjustment, and for the 2023 accounting period; It will not be subject to inflation adjustment as of the temporary tax periods, but the
TPL financial statements as of 31 December 2023 will be subject to inflation adjustment regardless of whether the inflation adjustment conditions have been
met. Profit/loss difference arising from inflation adjustment in TPL financial statements will be shown in previous years’ profit/loss accounts and will not affect
the corporate tax base.

Deferred Taxes

The Bank calculates and reflects deferred tax in accordance with the provisions of “Turkish Accounting Standard for Income Taxes™ (“TAS 127) for taxable
temporary differences that arise between the book value of an asset or liability and its tax basis determined in accordance with the tax legislation.

In the calculation of deferred tax, in accordance with the current tax legislation, the legal tax rates valid as of the end of the reporting period are used. While
the deferred tax liability is calculated for all taxable temporary differences, deferred tax assets consisting of deductible temporary differences are calculated
on the condition that it is highly likely to benefit from these differences by obtaining taxable profit in the future. Deferred tax is calculated over the tax rates
(2023: 25%) valid in the period when assets are created or liabilities are fulfilled, and are recorded as expense or income in the statement of profit or loss.
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If transactions and other events are recognized in profit or loss, the related tax effects are also recognized in profit or loss. If transactions and other events
are recognized directly in the shareholders ‘equity, the related tax effects are also recognized directly in the shareholders’ equity. Calculated deferred tax
assets and deferred tax liabilities are netted off in the financial statements. In the event that the income balance remains as a result of deferred tax asset
and net offsetting, deferred tax income is not subject to profit distribution and capital increase. In accordance with the related circular of BRSA, deferred tax
income is not taken into consideration in profit distribution.

XVII. ADDITIONAL EXPLANATIONS ON BORROWINGS

All lendings are made from the Bank’s own equity resources. The Bank also acts as an intermediary in the lending of a variety of funds that are made available
as budget grants. In case of liquidity insufficiency in the balance of income and expenditure, the bank borrows from domestic banks as needed.

Avrticle 2 of the “Communiqué on the Amendment of the General Communiqué of Public Treasurership” published in the Official Gazette dated 28 February
2018 and numbered 30346 and 5th paragraph of the communiqué added to the 5th article of the “iller Bankasi A.S. Municipalities and special provincial admi-
nistrations, which are their shareholders, can use their financial resources in iller Bankasi A.S.”. In accordance with its provisions, the Bank obtains funds from
its shareholders.

» o«

The Bank obtained foreign resources from the World Bank for the “Municipal Services Project”, “Sustainable Cities Projects”, “FRIT-Il EU Financial Assistance
Program for Refugees in Turkey” and “Turkey Earthquake, Flood and Fire Emergency Reconstruction Project (TEWFER)”, and from the Japan International
Cooperation Agency (“JICA”) for the “Municipal, Sewage and Wastewater Treatment Facilities Development Project” and “Local Government Infrastructure
Development Project”, Long-term loans obtained from the European Investment Bank (“EIB”) within the scope of “Urban Infrastructure Project” and “Urban
Transportation and Environment Loan”, from the Islamic Development Bank (“IDB”) within the scope of “Urban Transportation Projects” and from the French
Development Agency (“AFD”) within the scope of “FRIT-Il Municipal Services Project” are recorded in the Bank’s records upon signing of the loan agreements.

XVIIl. EXPLANATIONS ON ISSUED STOCKS

The Bank’s capital is collected in the manner mandated by the Bank’s own governing statute and no shares whatsoever are issued for capital collection purpo-
Ses.

XIX. EXPLANATIONS ON BILL GUARANTEES AND ACCEPTANCES

There are no endorsements or acceptances which are shown as obligations owed on assets

XX. EXPLANATIONS ON GOVERNMENT INCENTIVES

The Bank is a subsidiary of the special budget does not receive any incentives from the state budget.

XXI. EXPLANATIONS ON SEGMENT REPORTING

The scope of iller Bank’s activities is defined as “satisfying the financing need of special provincial authorities, municipalities, their affiliated organizations and of
local administrative associations of which only these may be members; develop projects concerning locally-provided common services for the people dwelling
within the boundaries of such administrations; providing such administrations with consultancy services and assistance on urban projects of a technical nature
and in the conduct of infrastructure and superstructure works, and performing any and all development and investment banking functions”. The Bank pursues
its activities in the status of a development and investment bank under Article 77 of the Banking Law no. 5411. The Bank’s activities mainly focus on investment
banking.

XXII. EXPLANATIONS ON OTHER MATTERS

None.
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4. SECTION

INFORMATION ON FINANCIAL STRUCTURE AND RISK MANAGEMENT

I. INFORMATION ON SHAREHOLDER’S EQUITY

The capital adequacy standard ratio calculated within the framework of the “Regulation on the Equity of Banks” and the “Regulation on the Measurement and

Evaluation of the Capital Adequacy of Banks” is 31,98% as of 31 December 2023 (31 December 2022: 34.70%).

Information on Shareholder’s Equity:

Current Period (31.12.2023)

COMMON EQUITY TIER 1 CAPITAL
Paid-in capital following all debts in terms of claim in liquidation of the Bank
Share issue premiums
Reserves
Gains recognized in equity as per TAS
Profit
Current Period Profit
Prior Period Profit

Amounts Related
Amount to treatment
before 1/1/2014(*)

39.040740
6.109.480
(295.630)

4.208.255
4127.268
80.987

Shares acquired free of charge from subsidiaries, affiliates and jointly controlled partnerships and cannot be recognized within profit for the period

Common Equity Tier 1 Capital Before Deductions
Deductions from Common Equity Tier 1 Capital

Common Equity as per the 1st clause of Provisional Article 9 of the Regulation on the Equity of Banks

49.062.845

Portion of the current and prior periods’ losses which cannot be covered through reserves and losses reflected in equity in accordance with TAS (-)

Improvement costs for operating leasing ()

Goodwill (net of related tax liability)

Other intangibles other than mortgage-servicing rights (net of related tax liability)

Deferred tax assets that rely on future profitability excluding those arising from temporary differences (net of related tax liability)

Differences are not recognized at the fair value of assets and liabilities subject to hedge of cash flow risk

Communiqué Related to Principles of the amount credit risk calculated with the Internal Ratings Based Approach, total expected loss amount exceeds the total

provision

Gains arising from securitization transactions

Unrealized gains and losses due to changes in own credit risk on fair valued liabilities
Defined-benefit pension fund net assets

Direct and indirect investments of the Bank in its own Common Equity

Shares obtained contrary to the 4th clause of the 56th Article of the Law

The portion exceeding 10% of the Bank's core capital of the total net long positions of investments made in the equity elements of unconsolidated banks and

financial institutions in which 10% or less of the partnership shares are held

The portion exceeding 10% of the core capital of the net long positions of the investments made in the core capital elements of the unconsolidated banks and

financial institutions in which more than 10% of the partnership shares are owned
Portion of mortgage servicing rights exceeding 10% of the Common Equity
Portion of deferred tax assets based on temporary differences exceeding 10% of the Common Equity

Amount exceeding 15% of the common equity as per the 2nd clause of the Provisional Article 2 of the Regulation on the Equity of Banks

The excess amount arising from the net long positions of the investments made in the core capital elements of the unconsolidated banks and financial

institutions in which more than 10% of the partnership shares are held
Excess amount arising from the rights to provide mortgage services
Excess amount arising from deferred tax assets based on temporary differences
Other items to be defined by the BRSA
Deductions to be made from common equity due to insufficient Additional Tier | Capital or Tier Il Capital
Total Deductions from Common Equity Tier 1 Capital
Total Common Equity Tier 1 Capital
ADDITIONAL TIER | CAPITAL

Preferred Stock not Included in Common Equity and the Related Share Premiums

49.062.845
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Debt instruments and premiums approved by BRSA
Debt instruments and premiums approved by BRSA (Temporary Article 4)
Additional Tier | Capital before Deductions
Deductions from Additional Tier | Capital
Direct and indirect investments of the Bank in its own Additional Tier | Capital
Investments of Bank to Banks that invest in Bank's additional equity and components of equity issued by financial institutions with compatible with Article 7.

Total of Net Long Positions of the Investments in Equity Items of Unconsolidated Banks and Financial Institutions where the Bank Owns 10% or less of the
Issued Share Capital Exceeding the 10% Threshold of above Tier | Capital

The Total of Net Long Position of the Direct or Indirect Investments in Additional Tier | Capital of Unconsolidated Banks and Financial Institutions where the
Bank Owns more than 10% of the Issued Share Capital

Other items to be defined by the BRSA (-)
Transition from the Core Capital to Continue to deduce Components

Goodwill and other intangible assets and related deferred tax liabilities which will not deducted from Common Equity Tier 1 capital for the purposes of the first
sub-paragraph of the Provisional Article 2 of the Regulation on Banks’ Own Funds (-)

Net deferred tax asset/liability which is not deducted from Common Equity Tier 1 capital for the purposes of the sub-paragraph of the Provisional Article 2 of
the Regulation on Banks” Own Funds (-)

Deductions to be made from common equity in the case that adequate Additional Tier | Capital or Tier Il Capital is not available (-)
Total Deductions from Additional Tier | Capital
Total Additional Tier | Capital
Total Tier | Capital (Tier | Capital=Common Equity Tier 1 Capital + Additional Tier | Capital)
TIER Il CAPITAL
Debt instruments and share issue premiums deemed suitable by the BRSA
Debt instruments and share issue premiums deemed suitable by BRSA (Temporary Article 4)
Debt instruments and share issue premiums deemed suitable by the BRSA
Tier Il Capital Before Deductions
Deductions from Tier Il Capital
Direct and indirect investments of the Bank on its own Tier Il Capital (-)
Investments of Bank to Banks that invest on Bank's Tier 2 and components of equity issued by financial institutions with the conditions

Portion of the total of net long positions of investments made in equity items of banks and financial institutions outside the scope of consolidation where the
Bank owns 10% or less of the issued common share capital exceeding 10% of Common Equity of the Bank (-)

Portion of the total of net long positions of investments made in Additional Tier | Capital item of banks and financial institutions outside the scope of
consolidation where the Bank owns 10% or more of the issued common share capital exceeding 10% of Common Equity of the Bank

Other items to be defined by the BRSA (-)
Total Deductions from Tier Il Capital
Total Tier Il Capital
Total Capital (The sum of Tier | Capital and Tier Il Capital)
Deductions from Total Capital
Deductions from Capital Loans granted contrary to the 50th and 51th Article of the Law

Net Book Values of Movables and Immovables Exceeding the Limit Defined in the Article 57, Clause 1 of the Banking Law and the Assets Acquired against
Overdue Receivables and Held for Sale but Retained more than Five Years

Other items to be defined by the BRSA
In transition from Total Core Capital and Supplementary Capital (the capital) to Continue to Download Components

The Sum of net long positions of investments (the portion which exceeds the 10% of Banks Common Equity) in the capital of banking, financial and insurance
entities that are outside the scope of regulatory consolidation, where the bank does not own more than 10% of the issued common share capital of the entity
which will not deducted from Common Equity Tier 1 capital, Additional Tier 1 capital, Tier 2 capital for the purposes of the first sub-paragraph of the Provisional
Article 2 of the Regulation on Banks’ Own Funds

The Sum of net long positions of investments in the Additional Tier 1 capital and Tier 2 capital of banking, financial and insurance entities that are outside the
scope of regulatory consolidation, where the bank does not own more than 10% of the issued common share capital of the entity which will not deducted from
Common Equity Tier 1 capital, Additional Tier 1 capital, Tier 2 capital for the purposes of the first sub-paragraph of the Provisional Article 2 of the Regulation on
Banks’ Own Funds

The Sum of net long positions of investments in the common stock of banking, financial and insurance entities that are outside the scope of regulatory
consolidation, where the bank does not own more than 10% of the issued common share capital of the entity, mortgage servicing rights, deferred tax assets
arising from temporary differences which will not deducted from Common Equity Tier 1 capital for the purposes of the first sub-paragraph of the Provisional
Article 2 of the Regulation on Banks’ Own Funds

TOTAL CAPITAL
Total Capital (The sum of Tier | Capital and Tier Il Capital)
Total risk weighted amounts
CAPITAL ADEQUACY RATIOS
Core Capital Adequacy Ratio (%)
Tier 1 Capital Adequacy Ratio (%)
Capital Adequacy Ratio (%)
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BUFFERS
Bank specific total Common Equity Tier 1 Capital requirement (a+b+c)
a) Capital protection buffer ratio (%)
b) Bank-specific cyclical capital buffer ratio (%)
¢) Systemically significant bank buffer ratio (%) **

The ratio of Additional Common Equity Tier 1 capital which will be calculated by the first paragraph of the Article 4 of Regulation on Capital Conservation and
Countercyclical Capital buffers to Risk Weighted Assets (%)

Amounts below the Excess Limits as per the Deduction Principles

Portion of the total of net long positions of investments in equity items of unconsolidated banks and financial institutions where the bank owns 10% or less of
the issued share capital exceeding the 10% threshold of above Tier | capital

Portion of the total of investments in equity items of unconsolidated banks and financial institutions where the bank owns 10% or less of the issued share
capital exceeding the 10% threshold of above Tier | capital

Remaining Mortgage Servicing Rights

Amount arising from deferred tax assets based on temporary differences

Limits related to provisions considered in Tier Il calculation

General provisions for standard based receivables (before ten thousand twenty five limitation)

Up to 1.25% of total risk-weighted amount of general reserves for receivables where the standard approach used

Excess amount of total provision amount to credit risk Amount of the Internal Ratings Based Approach in accordance with the Communiqué on the Calculation

Excess amount of total provision amount to 0,6% of risk weighted receivables of credit risk Amount of the Internal Ratings Based Approach in accordance with
the Communiqué on the Calculation

Debt instruments subjected to Article 4 (to be implemented between 1 January 2018 and 1 January 2022)
Upper limit for Additional Tier | Capital subjected to temporary Article 4

Amounts Excess the Limits of Additional Tier | Capital subjected to temporary Article 4

Upper limit for Additional Tier Il Capital subjected to temporary Article 4

Amounts Excess the Limits of Additional Tier Il Capital subjected to temporary Article 4

() Amounts to be considered within the scope of transitional provisions.

2,500
2,500
0,00
0,00

27,96

6. SECTION

(**) Systemically important bank buffer ratio has been shown as “0,00” in the unconsolidated financial report since it has to be filled by systemically important banks that are not obliged to prepare consolidated financial statements

within the scope of paragraph 4 of article 4 of the “Regulation on Systemically Important Banks”.

Information on Shareholder’s Equity

Prior Period (31.12.2022)

COMMON EQUITY TIER 1 CAPITAL

Paid-in capital following all debts in terms of claim in liquidation of the Bank
Share issue premiums
Reserves
Gains recognized in equity as per TAS
Profit
Current Period Profit
Prior Period Profit
Shares acquired free of charge from subsidiaries, affiliates and jointly controlled partnerships and cannot be recognized within profit for the period
Common Equity Tier 1 Capital Before Deductions

Deductions from Common Equity Tier 1 Capital
Common Equity as per the 1st clause of Provisional Article 9 of the Regulation on the Equity of Banks
Portion of the current and prior periods’ losses which cannot be covered through reserves and losses reflected in equity in accordance with TAS (-)
Improvement costs for operating leasing ()
Goodwill (net of related tax liability)
Other intangibles other than mortgage-servicing rights (net of related tax liability)
Deferred tax assets that rely on future profitability excluding those arising from temporary differences (net of related tax liability)
Differences are not recognized at the fair value of assets and liabilities subject to hedge of cash flow risk

Communiqué Related to Principles of the amount credit risk calculated with the Internal Ratings Based Approach, total expected loss amount exceeds the total
provision

Gains arising from securitization transactions

Amount

28.538.677
3.645.557
(181.880)
3.411.885
3.361.442
50.443

35.414.239

Amounts Related
to treatment
before 1/1/2014(*)
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Unrealized gains and losses due to changes in own credit risk on fair valued liabilities
Defined-benefit pension fund net assets

Direct and indirect investments of the Bank in its own Common Equity

Shares obtained contrary to the 4th clause of the 56th Article of the Law

The portion exceeding 10% of the Bank's core capital of the total net long positions of investments made in the equity elements of unconsolidated banks and
financial institutions in which 10% or less of the partnership shares are held

The portion exceeding 10% of the core capital of the net long positions of the investments made in the core capital elements of the unconsolidated banks and
financial institutions in which more than 10% of the partnership shares are owned

Portion of mortgage servicing rights exceeding 10% of the Common Equity
Portion of deferred tax assets based on temporary differences exceeding 10% of the Common Equity
Amount exceeding 15% of the common equity as per the 2nd clause of the Provisional Article 2 of the Regulation on the Equity of Banks

The excess amount arising from the net long positions of the investments made in the core capital elements of the unconsolidated banks and financial
institutions in which more than 10% of the partnership shares are held

Excess amount arising from the rights to provide mortgage services
Excess amount arising from deferred tax assets based on temporary differences
Other items to be defined by the BRSA
Deductions to be made from common equity due to insufficient Additional Tier | Capital or Tier Il Capital
Total Deductions from Common Equity Tier 1 Capital
Total Common Equity Tier 1 Capital
ADDITIONAL TIER | CAPITAL

Preferred Stock not Included in Common Equity and the Related Share Premiums
Debt instruments and premiums approved by BRSA
Debt instruments and premiums approved by BRSA (Temporary Article 4)
Additional Tier | Capital before Deductions

Deductions from Additional Tier | Capital
Direct and indirect investments of the Bank in its own Additional Tier | Capital
Investments of Bank to Banks that invest in Bank's additional equity and components of equity issued by financial institutions with compatible with Article 7.

Total of Net Long Positions of the Investments in Equity Items of Unconsolidated Banks and Financial Institutions where the Bank Owns 10% or less of the
Issued Share Capital Exceeding the 10% Threshold of above Tier | Capital

The Total of Net Long Position of the Direct or Indirect Investments in Additional Tier | Capital of Unconsolidated Banks and Financial Institutions where the
Bank Owns more than 10% of the Issued Share Capital

Other items to be defined by the BRSA (-)
Transition from the Core Capital to Continue to deduce Components

Goodwill and other intangible assets and related deferred tax liabilities which will not deducted from Common Equity Tier 1 capital for the purposes of the first
sub-paragraph of the Provisional Article 2 of the Regulation on Banks’ Own Funds (-)

Net deferred tax asset/liability which is not deducted from Common Equity Tier 1 capital for the purposes of the sub-paragraph of the Provisional Article 2 of
the Regulation on Banks’ Own Funds (-)

Deductions to be made from common equity in the case that adequate Additional Tier | Capital or Tier Il Capital is not available (-)
Total Deductions from Additional Tier | Capital
Total Additional Tier | Capital
Total Tier | Capital (Tier | Capital=Common Equity Tier 1 Capital + Additional Tier | Capital)
TIER Il CAPITAL
Debt instruments and share issue premiums deemed suitable by the BRSA
Debt instruments and share issue premiums deemed suitable by BRSA (Temporary Article 4)
Debt instruments and share issue premiums deemed suitable by the BRSA
Tier Il Capital Before Deductions
Deductions from Tier Il Capital
Direct and indirect investments of the Bank on its own Tier Il Capital ()
Investments of Bank to Banks that invest on Bank's Tier 2 and components of equity issued by financial institutions with the conditions

Portion of the total of net long positions of investments made in equity items of banks and financial institutions outside the scope of consolidation where the
Bank owns 10% or less of the issued common share capital exceeding 10% of Common Equity of the Bank (-)

Portion of the total of net long positions of investments made in Additional Tier | Capital item of banks and financial institutions outside the scope of
consolidation where the Bank owns 10% or more of the issued common share capital exceeding 10% of Common Equity of the Bank

Other items to be defined by the BRSA (-)

Total Deductions from Tier Il Capital
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Total Tier Il Capital
Total Capital (The sum of Tier | Capital and Tier Il Capital)

Deductions from Total Capital
Deductions from Capital Loans granted contrary to the 50th and 51th Article of the Law

Net Book Values of Movables and Immovables Exceeding the Limit Defined in the Article 57, Clause 1 of the Banking Law and the Assets Acquired against
Overdue Receivables and Held for Sale but Retained more than Five Years

Other items to be defined by the BRSA
In transition from Total Core Capital and Supplementary Capital (the capital) to Continue to Download Components

The Sum of net long positions of investments (the portion which exceeds the 10% of Banks Common Equity) in the capital of banking, financial and insurance
entities that are outside the scope of regulatory consolidation, where the bank does not own more than 10% of the issued common share capital of the entity
which will not deducted from Common Equity Tier 1 capital, Additional Tier 1 capital, Tier 2 capital for the purposes of the first sub-paragraph of the Provisional
Article 2 of the Regulation on Banks’ Own Funds

The Sum of net long positions of investments in the Additional Tier 1 capital and Tier 2 capital of banking, financial and insurance entities that are outside the
scope of regulatory consolidation, where the bank does not own more than 10% of the issued common share capital of the entity which will not deducted from
Common Equity Tier 1 capital, Additional Tier 1 capital, Tier 2 capital for the purposes of the first sub-paragraph of the Provisional Article 2 of the Regulation on
Banks” Own Funds

The Sum of net long positions of investments in the common stock of banking, financial and insurance entities that are outside the scope of regulatory
consolidation, where the bank does not own more than 10% of the issued common share capital of the entity, mortgage servicing rights, deferred tax assets
arising from temporary differences which will not deducted from Common Equity Tier 1 capital for the purposes of the first sub-paragraph of the Provisional
Article 2 of the Regulation on Banks’ Own Funds

TOTAL CAPITAL
Total Capital (The sum of Tier | Capital and Tier Il Capital)
Total risk weighted amounts
CAPITAL ADEQUACY RATIOS
Core Capital Adequacy Ratio (%)
Tier 1 Capital Adequacy Ratio (%)
Capital Adequacy Ratio (%)
BUFFERS

Bank specific total Common Equity Tier 1 Capital requirement (a+b+c)
a) Capital protection buffer ratio (%)

b) Bank-specific cyclical capital buffer ratio (%)

¢) Systemically significant bank buffer ratio (%) **

The ratio of Additional Common Equity Tier 1 capital which will be calculated by the first paragraph of the Article 4 of Regulation on Capital Conservation and
Countercyclical Capital buffers to Risk Weighted Assets (%)

Amounts below the Excess Limits as per the Deduction Principles

Portion of the total of net long positions of investments in equity items of unconsolidated banks and financial institutions where the bank owns 10% or less of
the issued share capital exceeding the 10% threshold of above Tier | capital

Portion of the total of investments in equity items of unconsolidated banks and financial institutions where the bank owns 10% or less of the issued share
capital exceeding the 10% threshold of above Tier | capital

Remaining Mortgage Servicing Rights

Amount arising from deferred tax assets based on temporary differences

Limits related to provisions considered in Tier Il calculation

General provisions for standard based receivables (before ten thousand twenty five limitation)

Up to 1.25% of total risk-weighted amount of general reserves for receivables where the standard approach used

Excess amount of total provision amount to credit risk Amount of the Internal Ratings Based Approach in accordance with the Communiqué on the Calculation

Excess amount of total provision amount to 0,6% of risk weighted receivables of credit risk Amount of the Internal Ratings Based Approach in accordance with
the Communiqué on the Calculation

Debt instruments subjected to Article 4 (to be implemented between 1 January 2018 and 1 January 2022)
Upper limit for Additional Tier | Capital subjected to temporary Article 4

Amounts Excess the Limits of Additional Tier | Capital subjected to temporary Article 4

Upper limit for Additional Tier Il Capital subjected to temporary Article 4

Amounts Excess the Limits of Additional Tier Il Capital subjected to temporary Article 4

(*) Amounts to be considered within the scope of transitional provisions.

(*) Systemically important bank buffer ratio has been shown as “0,00” in the unconsolidated financial report since it has to be filled by systemically important banks that are not obliged to prepare consolidated financial statements within

the scope of paragraph 4 of article 4 of the “Regulation on Systemically Important Banks”.

35.414.239

35.414.239
102.048.800

34,70
34,70
34,70

2,500
2,500
0,00
0,00

26,70

6. SECTION
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Il. EXPLANATIONS ON CREDIT RISK

Credit risk refers to the probability that the Bank shall suffer loss caused by the credit customer’s lack of compliance with the agreement requirements thus
partial or complete inability to fulfill its responsibilities.

Provided that it is in accordance with the legal regulations, credit extension authority in the Bank belongs to the Board of Directors. The Board of Directors
is obliged to establish the policies related to accreditation, approval and other administrative principals, ensure implementation and monitoring of those and
take the necessary precautions. The Board of Directors can transfer its rights to accredit to the Loans Committee and/or Headquarters. Headquarters can use
this transferred accreditation authority through its affiliated units or regional directorates. Written recommendation of the Headquarters is necessary for the
accreditation by the Board or transferal of authority. The Board determines the credit policies and limits on macro levels, establishes the policies related to
accreditation, approval and other administrative principals.

Since the Bank is not engaged in banking operations other than lending to local governments, it is not subjected to the vendor and sectorial risk concentration
limitation.

Credit Risk is monitored in accordance with the Lending Regulations and Risk and Authority Limits Application Methods. Also, credit risk is monitored by being
calculated with the standard method at the forms prepared for Credit Risk management under Base Il standards. There is no other internal method is used in
order to calculate the credit risk.

Loans made by the bank to local governments, secured, structured, etc. credit concentration, guarantees, return and follow-up of loans are presented to the
senior management with monthly Risk Assessment Reports in terms of credit risk.

Income from drinking water, rent, terminal, parking, harbor and other business costs of the local governments who currently wants to use credit in the bank
are taken as a collateral and credit is granted in return of these collateral. In the application in subject, Bank debits the local governments using credit, makes
payment to contractor company and income regarding the collateral are gathered in an account and put in pledge with a pledge agreement on the account.
The bank concludes a collateral account agreement with the bank branch with a protocol in the location of the local governments. According to the agreement,
local government opens a new secured account in the bank branch in its region and collects all the drinking water, rent, terminal, parking, harbor and other
business incomes pledged as collateral in this account. Even though the Bank has a robust collateral structure, the assets comprising the collateral for the
credits extended do not fit into the collateral categories provided in Basel Il criteria. For these reasons, no rating-scoring application can be made for credit
risk measurements in the Bank.

Non-cash loans that are compensated have the same risk weight as the mature unsettled credits.

The Bank observes best practices within the frame of BRSA regulations and restrictions, and thus ensures management of credit risk in accordance with its
volume, quality and complexity of its lending. The Amount Subject to Credit Risk at the Bank is calculated within the framework of statutory reporting, using the
“Standard Method” on a monthly basis; it is included in the calculation of the Bank’s Capital Adequacy Standard Ratio. The Bank submits reports on its credit
risk exposure to the BRSA under applicable legislation.

The Bank’s activities are governed by article 77 of the Banking Law no 5411, and it is not subject to the general credit limits defined in Article 54 of that act.
However, the Bank extends credit in accordance with the Statute on Allotments of General Budget Revenues to be Allocated to Special Provincial Authorities
and Municipalities and municipal revenues are recorded as collateral.
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Regardless of the effects of credit risk mitigation, the total amount of risks exposed after offsetting and the average amount of risks disaggregated
according to different risk classes and types for the relevant period.

Current Perio.d (;Z:';z:t Prior Period P'Z?,Lf::eod
Amount Amount

Conditional and unconditional receivables from central governments and Central Banks 37 37 32 44
Conditional and unconditional receivables from regional or local governments 97.537.024 77.91.605 57118.955 44.320.203
Conditional and unconditional receivables from administrative bodies and non-commercial
enterprises
Conditional and unconditional receivables from multilateral development banks
Conditional and unconditional receivables from international organizations
Conditional and unconditional receivables from banks and brokerage houses 75.496.158 52.081.028 39.851.264 31.377.07M
Conditional and unconditional receivables from corporates -
Conditional and unconditional receivables from retail portfolios 210.548 194.399 91.378 90.824
Conditional and unconditional receivables secured by mortgages
Past due receivables
Receivables defined under high risk category by BRSA
Securities collateralized by mortgages
Securitization positions
Short-term receivables from banks, brokerage houses and corporates
Investments similar to collective investment funds - - - -
Equity securities - - - -
Other receivables 32.795.237 37.450.017 30.253.030 24.735.994
TOTAL 206.039.004 167.637.085 127.314.659  100.524.136

(%) Includes the total amounts prior to the consideration of Credit Risk Reduction impacts.

The top 100 and top 200 cash loans extended by the Bank correspond respectively to 78,71% (31 December 2022: 75,71%) and 87,62% (31 December 2022:
85,67%) of its total cash loans.

The top 100 and top 200 non-cash loans extended by the Bank correspond respectively to 90,81% (31 December 2022: 95,34%) and 97,83% (31 December
2022:99,30%) of its total non-cash loans.

An assessment of the Bank’s cash and non-cash credits based on their dimensions shows that the combined value of the 100 and 200 biggest clients’ accounts
respectively make up 45,45% (31 December 2022: 43,19%) and 50,58% (31 December 2022: 48,37%) of all cash and non-cash loans.

According to the 5th paragraph of the 13th article of the “Law on Iller Bankasi A.S.” numbered 6107, the Bank has no obligation to set aside provisions for its
loans.
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Il. EXPLANATIONS ON CREDIT RISK (continued)

Profile of the significant exposures in major regions

Current period (3112.2023)

1 2
Domestic 37 97.537.024
European Union countries - -
OECD Countries - -
Coastal Banking Regions - -
USA, Canada - -
Other countries - -
Associates, Subsidiaries and Joint ventures - -
Undistributed Assets / Liabilities © - -
Total 37 97.537.024
Prior period (31.12.2022)
1 2

Domestic 32 57118.955
European Union countries - -
OECD Countries @ - -
Coastal Banking Regions - -
USA, Canada - -
Other countries - -
Associates, Subsidiaries and Joint ventures - -
Undistributed Assets / Liabilities © - -
Total 32 57.118.955

1- Contingent and non-contingent receivables from central governments or central banks

- Contingent and non-contingent receivables from regional or local governments

- Contingent and non-contingent receivables from Administrative Units and Non-Commercial Enterprises
- Contingent and non-contingent receivables from multilateral development banks

- Contingent and non-contingent receivables from international organizations

- Contingent and non-contingent receivables from banks and intermediary institutions

- Contingent and unconditional corporate receivables

- Contingent and unconditional retail receivables

- Receivables secured by contingent and non-contingent real estate mortgages

10 - Overdue receivables

© 0 N O A W N

11- Receivables determined as high risk by the Board
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3. SECTION

4. SECTION

NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS AS OF 31 DECEMBER 2023

Risk classifications (1)

5

6

75.496.158

75.496.158

Risk classifications (1)

4

5

6

39.851.264

39.851.264

5. SECTION

8

210.548

210.548

91.378

91.378

6. SECTION

8 ILLERBANKASIAS

(Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL")

12 - Mortgage-backed securities
13 - Securitization positions

14 - Short-term receivables from banks and intermediary institutions and short-term corporate receivables

15 - Investments a collective investment institution
16- Equity securities,
17 - Other receivables

1. SECTION

12

12

13

13

2. SECTION

14

14

3. SECTION

15

15

4. SECTION 5. SECTION 6. SECTION

NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS AS OF 31 DECEMBER 2023

16

16

(1) Refers to the risk classes stipulated in the Regulation regarding the Measurement and Assessment of Capital Adequacy of Banks.
(2) EU countries, OECD countries other than USA and Canada

(3) Assets and liabilities which cannot be distributed to regions on the basis of a consistent method

17 Total

32795237  206.039.004

32.795.237 206.039.004

17 Total

30.253.030 127.314.659

30.253.030 127.314.659
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3. SECTION

4. SECTION

NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS AS OF 31 DECEMBER 2023
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Il. EXPLANATIONS ON CREDIT RISK (continued)

Risk profile according to the geographical concentration

Risk profile by sector or counterparty

Current Period (3112.2023)

Agriculture
Farming and Livestock
Forestry
Fishery
Industry
Mining and Quarrying
Manufacturing Industry
Electricity, Gas, Water
Construction
Services
Wholesale and Retail Trade
Hotel and Restaurant Services
Transportation And communication
Financial Institutions
Real Estate and Rent. Ser.
Self Service
Education Services
Health and Social Services
Other

Total("

Prior Period (31.12.2022)

Agriculture
Farming and Livestock
Forestry
Fishery
Industry
Mining and Quarrying
Manufacturing Industry
Electricity, Gas, Water
Construction
Services
Wholesale and Retail Trade
Hotel and Restaurant Services
Transportation And communication
Financial Institutions
Real Estate and Rent. Ser.
Self Service
Education Services
Health and Social Services
Other

Total(”

37
37

32
32

97.537.024
97.537.024

57118.955
57.118.955

(1) Contingent and non-contingent receivables from central governments or central banks
(2)  Contingent and non-contingent receivables from regional or local governments

(3)  Contingent and non-contingent receivables from Administrative Units and Non-Commercial Enterprises

(4)  Contingent and non-contingent receivables from multilateral development banks

(5)  Contingent and non-contingent receivables from international organizations

(6)  Contingent and non-contingent receivables from banks and intermediary institutions
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Risk classifications (1)

5 6 7

- 75.496.158 -
- 75.496.158 -

Risk classifications (1)

U
8
9
(10)
W
(12)

5 6 7

- 39.851.264 -
- 39.851.264 -

Contingent and unconditional corporate receivables
Contingent and unconditional retail receivables

Receivables secured by contingent and non-contingent real estate mortgages

Overdue receivables
Receivables determined as high risk by the Board
Mortgage-backed securities

5. SECTION

210.548
210.548

8 ILLERBANKASIAS

1. SECTION

2. SECTION

3. SECTION

NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS AS OF 31 DECEMBER 2023

(Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL")

10

10

(13)  Securitization positions
(14)  Short-term receivables from banks and intermediary institutions and

(15)  Investments in the nature of a collective investment institution

short-term corporate receivables

(16)  Equity securities,

)

Other receivables

1"

1"

12

12

13

13

U

14 15 16

14 15 16

17

32.795.237
32.795.237

17

30.253.030
30.253.030

Represents the risk classes included in the Regulation on Measure-

ment and Evaluation of Banks’ Capital Adequacy.

4. SECTION

5. SECTION 6. SECTION
P YP Total
144.504.311 61.534.693 206.039.004
144.504.311 61.534.693 206.039.004
TP YP Total
93.683.083 33.631.576 127.314.659
93.683.083 33.631.576 127.314.659
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NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS AS OF 31 DECEMBER 2023
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Il. EXPLANATIONS ON CREDIT RISK (continued)

Term distribution of risks with term structure

Current period (3112.2023)

Risk classifications

Conditional and unconditional receivables from central governments and Central Banks
Conditional and unconditional receivables from regional or local governments

Conditional and unconditional receivables from administrative bodies and noncommercial
enterprises

Conditional and unconditional receivables from multilateral development banks
Conditional and unconditional receivables from international organizations
Conditional and unconditional receivables from banks and brokerage houses
Conditional and unconditional receivables from corporates

Conditional and unconditional receivables from retail portfolios

Conditional and unconditional receivables secured by mortgages

Past due receivables

Receivables defined under high risk category by BRSA

Securities collateralized by mortgages

Securitization Positions

Short-term receivables from banks, brokerage houses and corporates
Investments similar to collective investment funds

Equity securities

Other receivables

Grand Total

Prior Period (31.12.2022)

Risk classifications

Conditional and unconditional receivables from central governments and Central Banks
Conditional and unconditional receivables from regional or local governments

Conditional and unconditional receivables from administrative bodies and noncommercial
enterprises

Conditional and unconditional receivables from multilateral development banks
Conditional and unconditional receivables from international organizations
Conditional and unconditional receivables from banks and brokerage houses
Conditional and unconditional receivables from corporates

Conditional and unconditional receivables from retail portfolios

Conditional and unconditional receivables secured by mortgages

Past due receivables

Receivables defined under high risk category by BRSA

Securities collateralized by mortgages

Securitization Positions

Short-term receivables from banks, brokerage houses and corporates
Investments similar to collective investment funds

Equity securities

Other receivables

Grand Total
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1Month

942.577

74.095.872

24.295

1.514.927
76.577.671

1 Month

905.752

37.926.877

8.674

2.095.817
40.937120

4. SECTION

5. SECTION
Time to Maturity
1-3 6-12
Months  SOMonths i ins
1.690.986 2.811.261  5.263.556
- 112.308 -
46.449 68.054 63.913
333.564 364.229  2.206.792
2.070.999 3.355.852 7.534.261
Time to Maturity
13 3-6 6-12
Months Months Months
1.219.685  1.863.596  3.574.086
- 82.609 -
16.105 23.395 30.602
172.247 215.760 1.327516
1.408.037 2185.360 4.932.204

6. SECTION

Over a year

54194.878

42.577.993
96.780.708

Over a year

38.033.052

13.277.375
51.323.029

1. SECTION 5. SECTION 6. SECTION

8 ILLERBANKASIAS 2. SECTION

3. SECTION

4. SECTION

NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS AS OF 31 DECEMBER 2023

(Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL")

Risk amounts according to risk weight

The total risk amount before and after credit risk mitigation corresponding to each risk weight defined in Annex-1 of the Regulation on Measurement and Eva-
luation of Banks’ Capital Adequacy and the amounts deducted from equity are given below.

Current Period (31.12.2023)

Other risk Discounts on

Risk Weight 0% 10% 20% 50%  75% 100% 150%  250% ¥ Shareholders’
weights Equity
1 Amount Before Credit Risk Mitigation 218.372 - 76.116.750 - - 129.609.334  94.548 - - -
2 Amount after Credit Risk Mitigation (*) =~ 218.372 - 76.116.750 - - 129.609.334  94.548 - - -
Prior Period (31.12.2022)
Other risk Discounts on
Risk Weight 0% 10% 20% 50%  75% 100% 150%  250% ¥ Shareholders’
weights Equity
1 Amount Before Credit Risk Mitigation 147.985 - 39.928.391 - - 87.238.283 - - - -
2 Amount after Credit Risk Mitigation () = 147.985 - 39.928.391 - - 87.238.283 - - - -

() Due to the loan guarantee structure, the Bank does not apply credit risk mitigation techniques.

Miscellaneous information regarding important sectors or counterparty type

Its fields of operations are defined in the Bank’s governing law no. 6107 as “satisfying the financing need of special provincial authorities, municipalities and
their affiliated organizations and local administrative associations of which only these may be members; develop projects concerning locally-provided common
services for the people dwelling within the boundaries of such administrations; providing such administrations with consultancy services and assistance on
urban projects of a technical nature and in the conduct of infrastructure and superstructure works and performing any and all development and investment
banking functions”. Within this framework, The Bank is not involved in banking activities oriented towards free market in institutional and commercial terms.
The Bank, which consists mostly of project loans, is not profit-oriented and supports social projects of local governments without regard to credibility. In the
event that the repayments of the loans provided by the bank cannot be made at the time of return, principal instalment amount that cannot be collected is
added to balance principal amount and it is capitalized at the end of each month and extended to remained maturity so as to be redeemed. Uncollected interest
installments are spread over the residual interest without interest accruing by adding it over the residual interest sum. Therefore, there is no default on loans
extended by the Bank.

Information on value adjustments and change in loan provisions

Under the provision that the requirement to set aside provisions made in the Banking Law no 5411 is not applicable to iller Bankasi A.S. as per Article 13 (5) of
the Law no. 6107 governing lller Bankasi A.S., specific provisions set aside by the Bank pertain to the Bank’s receivables other than those arising from lending
transactions that are in litigation.

Exposures subject to countercyclical capital buffer

Within the scope of Regulation and sub-regulations on Capital Protection and Cyclical Capital Buffers published in the Official Gazette dated 5 November 2013
and numbered 28812, there are no receivables from the private sector considered in the calculation of the bank-specific cyclical capital buffer.
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NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS AS OF 31 DECEMBER 2023
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Ill. EXPLANATION ON CURRENCY RISK

Currency risk expresses the possibility of loss that banks may be exposed to as a result of changes in foreign exchange rates due to foreign currency assets
and liabilities. In order to ensure that the Bank maintains a foreign currency position in line with its own funds, the relations and balances between foreign
currency assets and liabilities are provided in accordance with the provisions of the “Regulation on Calculation and Application of Foreign Currency Net General
Position/Equity Standard Ratio by Banks on a Consolidated and Unconsolidated Basis”. The exchange rate risk regarding the foreign currency loans extended
to the Municipalities from international institutions such as the World Bank, JICA, EIB and the Islamic Development Bank belongs to the municipalities that use
the loans pursuant to the contracts. The exchange differences for the portion of these loans used by the Bank under the name of “Corporate Empowerment”
belong to the Bank; Within the scope of TAS 21 (Effects of Currency Changes), the items in the asset and liability accounts at the end of the period are foreign
currency denominated monetary assets over the TC Central Bank buying rate as of the end of the reporting period; Monetary liabilities in foreign currency are
also evaluated at the TC Central Bank selling rate as of the end of the reporting period and foreign exchange Profit/Loss is calculated.

The primary goal of the currency risk policy is to keep Foreign Currency Net General Position/ Equity Standard Ratio within legal limits within the frame of the
Bank’s financial standing, current economic developments and recent trends in the market, while observing profitability and productivity. The Bank calculates
and reports RMD for its foreign currency position daily, Limits concerning foreign currency risk are set and monitored within the framework of the “Risk and
Authority Limits Application Methods” approved by the Board of Directors.

The chart below shows the Turkish lira-value of the current exchange rates (foreign currency buying rates) publicly announced by the CBRT on the Bank’s
balance sheet date and during the five days preceding it:
1USD Buying 1USD Selling 1EUR Buying 1EUR Selling 100 JPY Buying 100 JPY Selling
Fx rate on 29.12.2023 29,4382 29,4913 32,5739 32,6326 20,7467 20,8841

Before the balance sheet date;

Fx rate on 28.12.2023 29,3973 29,4502 32,6937 32,7526 20,8217 20,9596
Fx rate on 2712.2023 29,3374 29,3903 32,4186 32,4770 20,5175 20,6533
Fx rate on 26.12.2023 29,2647 29,3174 32,2421 32,3002 20,5059 20,6417
Fx rate on 25.12.2023 29,2108 29,2634 32,1766 32,2346 20,4635 20,5991
Fx rate on 22.12.2023 291344 29,1869 32,0726 32,1304 20,4417 20,5771

1USD Buying 1USD Selling 1EUR Buying 1EUR Selling 100 JPY Buying 100 JPY Selling

Simple arithmetic thirty-day average 29,0519 29,043 31,7082 317653 20,1267 20,2600
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NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS AS OF 31 DECEMBER 2023

(Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL")

Current Period - 31.12.2023 EUR usb Other FC Total

Assets
Cash and Balances with The Central Bank of Tirkiye - - - -
Banks 2.521.013 - 581.596 3102.609
Financial Assets at Fair Value Through Profit/Loss (Net) - - - _
Money Market Placements - B R -
Financial assets measured at fair value through other comprehensive income - - - -
Loans 14.392.140 - 12.396.002 26.788142
Investments in Associates, Subsidiaries and Joint-Ventures (Net) - - - -
Financial assets measured at amortized cost - - - -
Hedging derivative financial assets - - R -
Tangible Assets - B R R
Intangible Assets - - - R

Other Assets 147.870 - 2.927 150.797
Total Assets 17.061.023 - 12.980.525 30.041.548
Liabilities

Bank Deposits R - R _
Foreign Currency Deposits - - R -
Funds from interbank money market - - . -

Funds Provided from Other Financial Institutions 16.832.307 - 13.024.358 29.856.665
Marketable securities issued - - - -
Miscellaneous Payables 51.226 - - 51.226
Hedging derivative financial liabilities - - - -
Other Liabilities - 22 - 22
Total Liabilities 16.883.533 22 13.024.358 29.907.913
Net On Balance Sheet Position 177.490 (22) (43.833) 133.635

Net Off-Balance Sheet Position - - R R
Financial derivative assets - - R R

Financial Derivative Liabilities - - R R

Non-Cash Loans (*) 675.690 5.947 - 681.637
Prior Period (3112.2022)
Total Assets 8.083.537 - 7106.524 15.190.061
Total Liabilities 8.059.635 65 7154.837 15.214.537
Net On Balance Sheet Position 23.902 (65) (48.313) (24.476)

Net ‘Off-Balance Sheet’ Position
Financial derivative assets - - R -
Financial Derivative Liabilities - - R R
Non-Cash Loans (") 390.485 19.216 - 409701

*There is no effect on net off-balance sheet position.

Currency Risk Sensitivity

The chart below shows the Bank’s sensitivity to 10% changes in US Dollar, Euro, and other foreign currency exchange rates. The 10% margin used here also
represents the estimated change in exchange rates, A negative value shows the loss that a 10% depreciation of the Turkish lira against the US Dollar, Euro or
other foreign currencies would cause in the Bank’s pretax profit/loss or equity.

3112.2023 3112.2022
Statement of Profit or Loss Equity(*) Statement of Profit or Loss Equity(*)
usD (2,2) (2,2) (6,5) (6.5)
EUR 17.749,0 17.749,0 2.390,2 2.390,2
Other Currencies (4.383,3) (4.383,3) (4.831,3) (4.831,3)
Total 13.363,5 13.363,5 (2.447,6) (2.447,6)

(*) Includes profit / loss effects excluding tax effect.
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IV. EXPLANATIONS ON INTEREST RATE RISK

The interest rate risk refers to the probability that the Bank shall suffer loss due to its exposure to changes in interest rates regarding financial instruments.
The interest rates are set by the Board of Directors, in consideration of the mission and vision of the bank as well as the prevailing conditions of the day,

or by the Assets and Liabilities Committee, which sets the rates in any case at a level not less than the interest rates established by the Board of Directors.
The interest rate risk caused by the banking accounts is calculated and monitored at the Bank, to see compliance with the limits established under the Risk
Authority Limits Application Methods, as per the provisions of the “Regulation on the Assessment and Evaluation of Interest Rate Risk Caused by Banking
Accounts Using the Standard Shock Method”. Furthermore, the assets and liabilities sensitive to interest rates are compared with reference to their maturity,
and interest rate sensitive GAP analysis is applied.

Information related to the interest rate sensitivity of assets, liabilities and off-balance sheet items (based on re-pricing dates) Information related to the interest rate sensitivity of assets, liabilities and off-balance sheet items (based on re-pricing dates)
Current Period — 3112.2023 mm 1-3 Months M‘Z':is 15Years > y?v':ra"d N;:a':;:rfft Total Prior Period — 3112.2022 :I':::: M;"':’hs Mi:;s 15 Years aige:‘lr:r N;:a'::;'fft Total
Assets Assets
Cash and Balances with The Central Bank of Tiirkiye - - - - - 361 361 Cash and Balances with The Central Bank of Tirkiye - - - - - 237 237
Banks 73.475.280 - 112.308 - - 3.692.825 77.280.413 Banks 37.967.412 - 82.609 - - 1.878.370 39.928.391
Financial Assets at Fair Value Through Profit/Loss (Net) - - - - - 4 4 Financial Assets at Fair Value Through Profit/Loss (Net) - - - - - 5 5
Money Market Placements - - - - - - - Money Market Placements - - - - - - -
Financial assets measured at fair value through other ) . . . . . . Financial assets measured at fair value through other . ) . . . ) )
comprehensive income comprehensive income
Loans 966.872 1737435  8.206.784 27.356.226  26.846.489 62.879 65176.685 Loans 825.271 1222135 5.487.961 21788.645  16.257.009 106.528 45.687.549
Financial assets measured at amortized cost - - - - - - - Financial assets measured at amortized cost - - - - - - -
Other Assets 124.213 111.329 640.370 952.503 - 5.608.028 7436.443 Other Assets 18.357 35.965 175.949 623.054 - 6.352.243 7.205.568
Total Assets 74.566.365  1.848.764 8.959.462 28.308.729 26.846.489 9.364.097 149.893.906 Total Assets 38.811.040 1.258100 5746.519 22.411.699 16.257.009 8.337.383 92.821.750
Liabilities Liabilities
Bank Deposits - - - - - - - Bank Deposits - - - - - - -
Other Deposits - - - - - - - Other Deposits - - - - - - -
Funds from interbank money market - - - - - - - Funds from interbank money market - - - - - - -
Miscellaneous Payables - - - - - 632115 632115 Miscellaneous Payables - - - - - 103.354 103.354
Marketable securities issued - - - - - - - Marketable securities issued - - - - - - -
Funds Provided from Other Financial Institutions (**) 264.921 625.874 3.312.746 9.813.070 22128.487 52.834.972 88.980.070 Funds Provided from Other Financial Institutions (**) 316.019 668.825  3.085.298 8.467.300  11.030.448 26.831173 50.399.063
Other Liabilities 5.735.905 1.769.448 152.909 - - 52.623.459 60.281.721 Other Liabilities 3404109  1.000.539 236.667 - - 37.678.018 42.319.333
Total Liabilities 6.000.826  2.395.322  3.465.655 9.813.070  22.128.487 106.090.546 149.893.906 Total Liabilities 3720128 1.669.364 3.321.965  8.467.300 11.030.448 64.612.545 92.821.750
Balance Sheet Long Position 68.565.539 - 5.493.807 18.495.659 4718.002 - 97.273.007 Balance Sheet Long Position 35.090.912 (411.264)  2.424.554 13.944.399 5.226.561 - 56.275.162
Balance Sheet Short Position - (546.558) - - - (96.726.449)  (97.273.007) Balance Sheet Short Position - - - - - (56.275.162) (56.275.162)
Off-Balance Sheet Long Position 55.405 222.235 1.456.413 38.088.931 2.594.650 - 42.417.634 Off-Balance Sheet Long Position 3.871 68141 981.640 8716.794  1.858.866 - 11.629.312
Off-Balance Sheet Short Position - - - - - - - Off-Balance Sheet Short Position - - - - - - -
Total Position 68.620.944 -324.323  6.950.220 56.584.590 7.312.652 (96.726.449)  42.417.634 Total Position 35.094.783  (343123) 3.406.194 22.661.193  7.085.427  (56.275.162) 11.629.312

(%) Accruals, deferred tax assets, fixed assets, other assets, equity total, provisions, other liabilities and tax liabilities are presented in “non-interest bearing” in the column in order to ensure that the total

amount of asset and liability accounts are compatible with the balance sheet. (%) Accruals, deferred tax asset, fixed assets, other assets, total equity, provisions, other liabilities, and tax liabilities are shown in the “non-interest bearing” column to ensure that the total amount of asset

(**) Funds and discount impacts amounting to TL 7.808.072 provided by the shareholders of the Bank which are included in the funds in the balance sheet are shown in other liabilities line in the table. and liability accounts are compatible with the balance sheet.
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IV. EXPLANATIONS ON INTEREST RATE RISK (continued)
Average interest rates applied to monetary financial instruments by the Bank (%)

Current Period - 3112.2023 EUR
Assets
Cash and Balances with The Central Bank of Ttirkiye
Banks
Financial Assets at Fair Value Through Profit/Loss (Net)
Money Market Placements
Financial assets measured at fair value through other comprehensive income
Loans 6,03
Financial assets measured at amortized cost
Other Assets
Liabilities
Bank Deposits
Other Deposits
Funds from interbank money market
Miscellaneous Payables
Marketable securities issued
Funds Provided from Other Financial Institutions 513
Other Liabilities

Prior Period — 31.12.2022 EUR
Assets
Cash and Balances with The Central Bank of Ttirkiye
Banks
Financial Assets at Fair Value Through Profit/Loss (Net)
Money Market Placements
Financial assets measured at fair value through other comprehensive income
Loans 4,06
Financial assets measured at amortized cost
Other Assets
Liabilities
Bank Deposits
Other Deposits
Funds from interbank money market
Miscellaneous Payables
Marketable securities issued
Funds Provided from Other Financial Institutions 3N
Other Liabilities

V. EXPLANATIONS ON EQUITY STOCK POSITION RISK

Equity Investments

4. SECTION

(Current Period 3112.2023)

1 Menkul Degerler*
Borsada islem Goren

2 lstirakler
Borsada Islem Goren

3 Bagh Ortakliklar
Borsada islem Goren

Equity Investments
(Prior Period 3112.2022)
1 Menkul Degerler*
Borsada islem Goren
2 lstirakler
Borsada islem Goren
3 Bagh Ortakliklar
Borsada Islem Goren

Balance Sheet Value
4
4

Balance Sheet Value
5
5

5. SECTION 6. SECTI
usD JPY TL
0,25
1,33
0,83
usD JPY TL
0,25
0,90
0,47
Comparative
Fair Value Market Value
4 4
4 4
Comparative
Fair Value Market Value
5 5
5 5

(*) The Bank'’s financial assets at fair value through profit or loss consist of Emlak Konut Gayrimenkul Yatinm Ortakligi A.S. (Group A) in which the Bank has less than 10% shareholding and voting rights.
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ON

44,09

21,49

215

30,62
32,53

15,07

12,83

1,48

14,65
13,89

4. SECTION 5. SECTION 6. SECTION

NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS AS OF 31 DECEMBER 2023
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0@ ILLER BANKASI AS 1. SECTION 2. SECTION 3. SECTION

VI. EXPLANATIONS ON LIQUIDITY RISK MANAGEMENT AND LIQUIDITY COVERAGE RATIO

Liquidity risk is defined as the risk of the Bank not being able to fulfill its payment obligations in a timely manner, as a result of the imbalance in the cash flows,
due to not having enough cash or cash inflows to meet the cash outflows fully and on time. Problems such as refinancing, delays in collections and unexpected
fund withdrawals are generally effective in banks’ insufficiency of liquidity.

The Liquidity Risk at the Bank is managed in accordance with the Regulation on the Measurement and Evaluation of Liquidity Adequacy of Banks published
in the Official Gazette No. 26333 dated 01.11.2006, the Regulation on the Calculation of Banks’ Liquidity Coverage Ratio published in the Official Gazette No.
28948 dated 21.03.2014, the Regulation on the Internal Systems and Internal Capital Adequacy Assessment Process of Banks published in the Official Gazette
No. 29057 dated 11.07.2014 and the Guide on Liquidity Risk Management that entered into force with the BRSA decision numbered 6827 dated 31.03.2016;
Risk Management Policy and Implementation Procedures, Risk and Authority Limits and Basel Il standards are followed by forms prepared for Liquidity Risk
management.

The Banking Department Treasury Management group, operating under the Banking Services Department, is responsible for liquidity management at the Bank.
In addition, internal liquidity assessment is carried out daily and monthly by the Risk Management Department.

It is essential to place the excess liquidity in the Bank by considering alternative returns and to meet the liquidity need with the most cost-effective resources.

Financial resources of the Bank; Liquidity inflows consisting of interest income, loan principal and interest collections, capital collections obtained as a result of
the evaluation of the legal shares transferred from the General Budget Tax Revenues to the Bank at the end of each month and distributed to local governments
until the evening of the 10th day of the following month, loan disbursements, It monitors the liquidity outflows consisting of payments related to taxes and other
legal liabilities and current payments with weekly, monthly and annual reports. The Bank meets its liquidity needs by obtaining funds from local governments,
which are its partners, within the scope of paragraph 4 of Article 60 of the Banking Law, by using medium and long-term loans from interbank free money
markets and other banks. The loans used by the bank from foreign banks are provided for municipal investments.

The Bank was exempted based on his written request to the decision of the Banking Regulation and Supervision Agency dated 25.09.2014 and numbered 6025
from the Stress Test and Internal Capital Adequacy Assessment Process (“ISEDES”) reports, which the Bank is obliged to calculate and report to the BRSA as of
the end of the year, pursuant to Articles 43 and 48 of the “Regulation on the Internal Systems of Banks and the Internal Capital Adequacy Assessment Process”.

The Assets and Liabilities Committee was established with the decision of the Bank’s Board of Directors dated 19.03.2014 and numbered 3/28. The duties of
the committee; By evaluating the Bank’s financial structure, portfolio, loan rates, developments in money and capital markets, and the developments in the
Bank and other banks, the management of the Bank’s assets and liabilities and determination of policies regarding fund movements in this context, and the
management of the Bank’s balance sheet. It is defined as the taking of decisions and the follow-up of the implementation of the decisions taken.

“Liquidity Risk Management Emergency Plan Procedure” in the Bank, with the decision of the Board of Directors dated 23.06.2016 and numbered 21/585, iller
Bankasi A.S. It has been put into practice as an annex to the Emergency Plan. The purpose of this procedure; In case the Bank experiences a possible liquidity
shortage.

Ensuring timely diagnosis of possible crisis,

To determine the necessary strategies and procedures to manage risks,

In this context, to end the crisis at the lowest cost as soon as possible by taking the necessary measures,

To consider the interests of the partners providing funds to the bank in the actions to be taken.

In case of exceeding the early warning limits, the relevant units inform the Deputy General Managers they are affiliated with. After the Deputy General Mana-

gers inform the General Manager, the General Manager convenes the Assets and Liabilities Committee if deemed necessary. As a result of the Committee’s
evaluations, it may request from the relevant units to take the necessary measures regarding the issue.
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5. SECTION

6. SECTION

VI. EXPLANATIONS ON LIQUIDITY RISK MANAGEMENT AND LIQUIDITY COVERAGE RATIO (Continued)

Liquidity coverage ratio

Current Period 3112.2023

HIGH-QUALITY LIQUID ASSETS

1

Total high-quality liquid assets (HQLA)

CASH OUTFLOWS

2 Real person and retail deposits

3 Stable deposits

4 Less stable deposits

5 Unsecured funding other than real person and retail deposits

6  Operational deposits

7 Non-operational deposits

8  Otherunsecured debt

9  Secured funding

10 Other cash outflows of which:

1 Derivative exposures and collateral completion liabilities

12 Payables due to structured financial instruments

13 Payment commitments and other off-balance sheet commitments granted for debts to financial markets
14 Other contractual funding obligations

15  Other irrevocable or conditionally revocable off-balance sheet liabilities
16 TOTAL CASH OUTFLOWS

CASH INFLOWS

17

18

19

20

21

22

23

Secured lending
Unsecured lending
Other cash inflows

TOTAL CASH INFLOWS

TOTAL HQLA
TOTAL NET CASH OUTFLOWS

LIQUIDITY COVERAGE RATIO (%)

TL+FC

428

12.431150

12.431150

55.660.803

39.606.830

39.606.830

* Average of consolidated liquidity payment ratio calculated for the last three months by calculating the simple monthly arithmetic mean

Total unweighted value (*)

FC

152.795

152.795

45.428.263

107.662

107.662

Total weighted value (*)

TL+FC FC
422 -
422 -
5172.803 124,575
5172.803 124575
4701958  3.269.667
9.874761  3.394.242
38.219.849 53.092
38.219.849 53.092

Upper Limit Applied Values

422 -
2.468.690 848.561

0,02 -

The lowest highest and average Liquidity Cover Ratio in the last three months of 2023 are shown in the table below.

Highest Date Lowest

TL+FC 0,03 06.10.2023 0,01
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Liquidity coverage ratio

Prior Period 31.12.2022

HIGH-QUALITY LIQUID ASSETS

1

Total high-quality liquid assets (HQLA)

CASH OUTFLOWS

2 Real person and retail deposits

3 Stable deposits

4 Less stable deposits

5 Unsecured funding other than real person and retail deposits

6  Operational deposits

7 Non-operational deposits

8  Other unsecured debt

9  Secured funding

10 Other cash outflows of which:

1 Derivative exposures and collateral completion liabilities

12 Payables due to structured financial instruments

13 Payment commitments and other off-balance sheet commitments granted for debts to financial markets
14 Other contractual funding obligations

15 Other irrevocable or conditionally revocable off-balance sheet liabilities
16 TOTAL CASH OUTFLOWS

CASH INFLOWS

20

21

22

23

Secured lending
Unsecured lending
Other cash inflows

TOTAL CASH INFLOWS

TOTAL HQLA
TOTAL NET CASH OUTFLOWS

LIQUIDITY COVERAGE RATIO (%)

Total unweighted value (*)

5. SECTION

TL+FC FC
191 -
7.413.063 361428
7.413.063 361.428
30.732.240  19.650.670
21.764.999 61.582
21.764.999 61.582

* Average of consolidated liquidity payment ratio calculated for the last three months by calculating the simple monthly arithmetic mean

6. SECTION

Total weighted value (*)

TL+FC FC
191 -
191 -
3170.204 349.550
3170.204 349.550
2.864.348 1.624.821
6.034.552 1.974.371
21.225.216 30.791
21.225.216 30.791

Upper Limit Applied Values

191
1.508.638

0,01

The lowest highest and average Liquidity Cover Ratio in the last three months of 2022 are shown in the table below.

Highest Date Lowest

TL+FC 0,02 2312.2022 0,01

Date

2810.2022

Average

0,01

493.593
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8 ILLERBANKASIAS

VI. EXPLANATIONS ON LIQUIDITY RISK MANAGEMENT AND LIQUIDITY COVERAGE RATIO (continued)

a. Important factors affecting the outcome of the liquidity coverage ratio and the change of the items considered in this ratio

Banks’ Liquidity Coverage Ratio pursuant to paragraph 5 of Regulation 4 of article related to the calculation of the Banking Regulation and Supervision Board
for the 12 December 2016 dated and 7123 numbered decision in accordance with the development and investment banks, consolidated and unconsolidated
total, and foreign currency liquidity coverage ratio determined 0% until otherwise determined. but to continue reporting the said rates to the BRSA by ensuring
that another rate can be determined for the said banks.

The important factors affecting the Bank’s liquidity coverage ratio are the miscellaneous debts followed in other unsecured debts, the funds obtained from
foreign financing institutions followed in secured debts and made available to local governments, and the cash available in banks followed in unsecured rece-
ivables. The increase in bank assets affects the liquidity coverage ratio, especially with the use of foreign funds and the legal shares transferred to the Bank at
the end of each month from the General Budget Tax Revenues and distributed to local governments until the evening of the 10th day of the following month.

b. Items establishing high quality liquidity assets

High quality liquidity assets of the banks are comprised of the following items for calculating the Liquidity Payment Ratio.
Cash and balances, accounts at the central banks form the Top-Quality Liquidity Assets.

c. Items forming the fund resources and their concentration within all the funds

The Bank does not receive deposits and operates under article 77 of the Banking Law numbered 5411. Bank only mediates the funds provided by the foreign
financing organizations for local governments to use only.

In addition, the Communiqué Amending the General Communiqué on the Public Treasurer was published in the Official Gazette dated 28 February 2018 and
numbered 30346, and article 5 of the communiqué is referred to as “(5) lller Bankasi A.S. municipalities and special provincial administrations, which are their
partners, can use their financial resources at ller Bankasi A.S. Within the scope of this article, the Bank obtains funds from its partners, municipalities and special
provincial administrations.

d. Information about the cash outflow caused by derivative transactions and transactions with the possibility of completion

The Bank which do not receive deposits and operates under article 77 of the Banking Law numbered 5411, has no derivative transactions.

e. Concentration limits regarding the fund resources and collateral based on the counterparties and the product:

Bank was exempted, as a response to the written request for exemption filed with BRSA, from the obligations regarding the Stress Testing and “Internal Capital
Adequacy Evaluation Procedure (“ISEDES”)” reporting it has before the BRSA as per articles 43 and 48 of the Regulation on the Internal Systems and Internal
Capital Adequacy Assessment Procedures, applicable at the end of the year.

Loans, guaranteed, structured, etc. in the Bank. It is presented to the Senior Management in Risk Assessment Reports, which are prepared monthly, in terms of
credit concentration, collateral, collateral, return and follow-up of credit risk.

f. Liquidity at risk and funding need on the basis of bank itself, its branch abroad and its consolidated partnerships when the opera-
tional and legal factors preventing the liquidity transfer are taken into consideration:

The Bank does not have branches abroad or consolidated partnership.
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4. SECTION

g. Information about other cash flow and cash outflow items thought to be related to liquidity profiles of banks, and which takes part

in the calculation of liquidity payment ratio and not in the public disclosure template in the second paragraph:

Allthe items found in the liquidity payment ratio calculation are included in the calculation by being aggregated in the related table. Within this framework, there

is no disclosure that took part in the calculation of the liquidity payment ratio and not in the public disclosure template.

Breakdown of assets and liabilities according to their outstanding maturities

Current Period End (31.12.2023)

Assets

Cash and Balances with the Central Bank of
Tiirkiye

Banks

Financial Assets at Fair Value through Profit/Loss
Money Market Placements

Financial assets measured at fair value through
other comprehensive income

Loans

Financial assets measured at amortized cost
Other Assets

Total Assets

Liabilities

Bank Deposits

Other Deposits

Funds from Other Financial Institutions
Funds from interbank money market
Securities issued

Miscellaneous Payables

Other Liabilities

Total Liabilities

Liquidity deficit/surplus

Net Off-Balance Sheet Position
Derivative financial assets
Derivative financial liabilities
Non-Cash Loans

Prior Period (3112.2022)

Total Assets

Total Liabilities

Net Liquidity deficit

Net Off-Balance Sheet Position
Derivative financial assets
Derivative financial liabilities
Non-Cash Loans

Demand

361

3.072.233

3.072.594

490.880

490.880

2.581.714

1.256.541

1.878.607
11.042
1.867.565

431.035

Upto1
Month

74.095.872

981.436

127.553
75.204.861

42.979.909

13.028
6.200.262
49193199

26.011.662

55.405

38.902.953
24178.892
14.724.061

3.871

13
Months

1.778.795

1M.329
1.890.124

705.874

363
2.655.748
3.361.985

(1.471.861)

222.235

1271755
2170.695
(898.940)

68141

312
Months

112.308

8.213.739

900.084
9.226.131

3.712.746

205
167.229
3.880.180

5.345.951

1.456.413

5.906.475
3.603.27
2.303.204

981.640

1-5 Years

27.356.226

956.494
28.312.720

19.453.054

127.639
1.524.149
21.104.842

7.207.878

38.088.931

22.41.699
15.929.777
6.481.922

8.716.794

5 Years Undistribu-

and Over ted(*) Total
- - 361
- - 77.280.413
- 4 4
26.846.489 - 65.176.685
- 5.340.983 7436.443
26.846.489 5.340.987 149.893.906

22128.487 - 88.980.070

- - 632115
- 49.734.333 60.281.721
22.128.487 49.734.333  149.893.906

4718.002  (44.393.346) -

1.338.109 - 42.417.634

16.257.009 6.193.252 92.821.750
11.030.448 35.897.625 92.821.750
5.226.561 (29.704.373) -

1.427.831 11.629.312

(") The accounts included here consist of balance sheet items such as fixed assets, equity stakes, goods on hand, prepaid expenses, nonperforming receivables and other asset accounts and equity
items which are necessary for the conduct of banking activities and whose conversion to cash in a short time is not possible.
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VII. EXPLANATIONS ON LEVERAGE RATIO

The table concerning to leverage ratio calculated in accordance with “Regulation About Measuring and Evaluating the Leverage Levels of Banks” published on
5 November 2013 dated and 28812 numbered Official Gazette is as below. The leverage ratio calculated based on the arithmetical average of the values of the

Bank as of the end of the month in the last three months period as of the balance sheet date is 22,16% (31 December 2022: 25,84%).

The reason of the difference between current period and prior period leverage rates is resulted from the increase in loan commitments within off-balance sheet

transactions.

Current Period* Prior Period*
(31.12.2023) (31.12.2022)
On-balance sheet items
1 On-balance sheet exposures (excluding derivatives and credit derivatives including collateral) 126.508.51 85.086.294
2 Asset deducted from core capital - -
3 The total amount of risk on-balance sheet exposures (1+2) 126.508.51 85.086.294
Derivative financial instruments and credit derivative exposures
4 Replacement cost associated with derivative financial instruments and credit derivatives - -
5 The potential credit risk amount of derivative financial instruments and credit derivatives - -
6 The total risk amount of derivative financial instruments and credit derivatives (4+5) - -
Securities or commodity guaranteed financing transactions
7 Risk amount of securities or commodity collateral financing transactions (excluding on balance sheet items) - -
8 Risk amount of exchange brokerage operations - -
9 The total risk amount of securities or commodity collateral financing transactions (7+8) - -
Off-balance sheet items
10 Gross notional amount for off-balance sheet items 86.728.272 50.567.843
n Adjustments for conversion to credit equivalent amounts - -
12 The total amount of risk for off-balance sheet items (10+11) 86.728.272 50.567.843
Capital and total exposures
13 Core capital 47173.329 34.892.316
14 Total risks (3+6+9+12) 213.236.783 135.654.137
Leverage ratio
15 Leverage ratio 2216 25,84

(*) Amounts in the table represent the average of the last three months of the related period.
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VIIl. EXPLANATIONS ON PRESENTATION OF FINANCIAL ASSETS AND LIABILITIES AT FAIR VALUE

Book Value

Current Period

(31.12.2023)
Financial Assets 142.457.102
Money Market Placements -
Banks 77.280.413
Financial assets measured at fair value through other comprehensive income 4
Financial assets measured at amortized cost -
Loans 65.176.685
Financial Liabilities 98.740.056
Bank Deposits -
Other Deposits -
Funds from Other Financial Institutions 96.788.143
Securities issued -
Miscellaneous Payables 63215
Other Liabilities 1.319.798

Prior Period
(3112.2022)

85.615.945
39.928.391
5
45.687.549
56.288.042

55.040.378

103.354

1144.310

5. SECTION 6. SECTION
Fair Value
Current Period Prior Period

(31.12.2023) (31.12.2022)
142.457.102 85.615.945
77.280.413 39.928.391
4 5
65.176.685 45.687.549
98.740.056 56.288.042
96.788.143 55.040.378
63215 103.354
1.319.798 1144.310

IX. EXPLANATIONS ON TRANSACTIONS MADE ON BEHALF OF OTHERS AND TRANSACTIONS BASED ON TRUST

The Bank does not provide purchase, sale, custody and consultancy services for these transactions on behalf of others. The Bank does not make fiduciary
transaction contracts. However, the taxes of the Municipalities and Special Provincial Administrations within the scope of the “Law on the Collection of Public
Claims” numbered 6183, the SGK, the Pension Fund and various institutions and the tax debts within the scope of the Law numbered 4811, and the “Metropo-
litan Municipality Law” numbered 5216 and the “Municipal Law” numbered 53937, the debts within the scope of reconciliation are deducted from the shares
of the Municipalities and Special Provincial Administrations distributed by the Bank in accordance with Article 7 of the Law No. 5779 and paid to the relevant

institutions.
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X. EXPLANATIONS ON RISK MANAGEMENT 1.a. Overview of RWA

On 23 October 2015 published in the Official Gazette No. 29 511 “Banks will be made public on Risk Management Disclosures Statements” and related notes

Minimum capital

prepared in accordance with explanations are provided in this section. Risk Weighted Amount requirement
1. The Bank’s risk management approach Current Period Prior Period i
9 PP (3112.2023) (3112.2022) Current Period
Risk management in the bank is carried out in accordance with the provisions of the legislation issued by the Board of Directors; Considering the exceptions
i ) . . ) . 1 Credit risk (excluding counterparty credit risk) (CCR) 144.974.505 95.223.961 11.597.960

specified for Development and Investment Banks in the Banking Law No. 5411 and the exemptions in the Bank Law No. 6107, the Banking Law No. 5411, the

regulations, communiqués, guides and other legislative provisions issued by the BRSA in order to enforce this law and the provisions of this legislation. 2 Standardized approach (SA) 144.974.505 95.223.961 11.597.960

The risks that the Bank may incur as a result of its strategies and activities are determined by the strategies, policies, limits, and practices determined to moni- 3 Internal rating-based (IRB) approach - - -

tor, control and, where necessary, change the risk / return structure of the Bank’s future cash flows, are monitored, and controlled by means of procedures. It 4 Counterparly credit risk . . i

establishes written policy and implementation procedures to manage all risks arising from the Bank’s operations. The Board of Directors or the relevant internal

systems officer regularly assesses their adequacy and makes any necessary changes. 5 Standardized approach for counterparty credit risk (SACCR) - - -

In this context, it is the basic principle to ensure that the risks to be taken are defined and manageable risks. In addition, it is possible to measure the current and 6 | Internal model method (IMM) . . -

future potential effects of the risks involved, as well as the risk measurement and reporting techniques. The Bank establishes written limits within the framework 7 Basic risk weight approach to internal model’s equity position in the banking account B B )

of Article 5 of the “Regulation on Internal Systems of Banks and Internal Capital Adequacy Assessment Process” issued by the BRSA for the risks arising from

. o o . . 8 Investments made in collective investment companies — look-through approach - - -

its activities and these limits are approved by the Board of Directors and are regularly audited.
9 Investments made in collective investment companies — mandate-based approach - - -

Based on Bank’s written request, The Bank has been exempted from the (“ISEDES”) report which must be calculated and reported to the BRSA as of the end of P PP

the year in accordance with Articles 43 and 48 of “Regulation on Internal Systems and Internal Capital Adequacy Assessment Process of Banks”. 10 Investments made in collective investment companies - 1250% weighted risk approach - - -
n Settlement risk - - -
12 Securitization positions in banking accounts - - -
13 IRB ratings-based approach (RBA) - - -
14 IRB Supervisory Formula Approach (SFA) - - -
15 SA/simplified supervisory formula approach (SFA) - - -
16 Market risk - - -
17 Standardized approach (SA) - - -
18 Internal model approaches (IMM) - - -
19 Operational Risk 8.431.051 6.824.839 674.484
20  Basic Indicator Approach 8.431.051 6.824.839 674.484
21 Standard Approach - - -
22 Advanced measurement approach - - -
23 The amount of the discount threshold under the equity (subject to a 250% risk weight) - - -
24 Floor adjustment - - -
25  Total (1+4+7+8+9+10+11+12+16+19+23+24) 153.405.556 102.048.800 12.272.444

122 | ILLER BANKASI A.S. - ANNUAL REPORT 2023

ILLER BANKASI A.S. - ANNUAL REPORT 2023 | 123



- ILLERBANKASIAS 1 SECTon

2. SECTION

3. SECTION 5. SECTION 6. SECTION

4. SECTION

NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS AS OF 31 DECEMBER 2023

(Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL")

X. EXPLANATIONS ON RISK MANAGEMENT (continued)

2. Links between financial statements and risk amounts

a. Differences between accounting consolidation and legal consolidation scope and matching

Current Period
(3112.2023)

Assets

Financial Assets (Net)

Cash and Cash Equivalents
Cash and Central Bank

Banks

Receivables from Money market

Financial Assets at Fair Value through Profit or Loss
Financial Assets at Fair Value Through Other Comprehensive
Income

Financial assets measured at amortized cost
Derivative Financial Assets

Loans (Net)

Loans

Leasing receivables

Factoring receivables

Non-Performing Loans

Special Provisions (-)

Tangible Assets held for sale and discontinued operations
(net)

Partnership Investments

Subsidiaries (net)

Affiliates (net)

Jointly controlled entities (Joint ventures) (net)
Tangible fixed assets (net)

Intangible fixed assets (net)

Real estate for investment purpose (net)
Current Tax Asset

Deferred Tax Asset

Other Assets

Total Assets

Liabilities

Deposit

Loans received

Debts to money markets

Securities Issued (Net)

Funds

Financial Assets at Fair Value through Profit or Loss
Derivative Financial Liabilities

Factoring Liabilities

Leasing Liabilities

Provisions

Current Tax Liability

Liabilities for assets held for sale and discontinued
Subordinated Loans

Other Liabilities

Equity

Total Liabilities
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Amount valued in
accordance with
TAS as reported

in financial
statements

77.280.778
71.280.774
361
77.280.413

4

65.176.685
65.176.685

1.253.813
26.363
3.673.156
203187
2.279.924
149.893.906

36.145.098
60.643.045

26.110
1.093.065
971.830

1.951.913
49.062.845
149.893.906

Valued amount of the items in accordance with TAS

Subject to Securitization Subject ~ Not subject to Capital
Counterparty ositions toMarket Liability or deducted
Risk P Risk (*) from Capital

Subject to
Credit Risk

76117115 - - -
76.117M - - -
361 - - -
76.116.750 - - -

4 B - B

55.639.020 - - -
55.639.020 - - -

1.253.813 - - -
26.363 - - -
3.673.156 - - -
203187 - - -
2.221.616 - - -
139.134.270 - - -

- ILLERBANKASIAS 1 scTON

2. SECTION

3. SECTION

6. SECTION

4. SECTION

5. SECTION

NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS AS OF 31 DECEMBER 2023

(Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL")

X. EXPLANATIONS ON RISK MANAGEMENT (continued)

2. Links between financial statements and risk amounts

a. Differences between accounting consolidation and legal consolidation scope and matching

Prior Period
(3112.2022)

Assets

Financial Assets (Net)

Cash and Cash Equivalents
Cash and Central Bank

Banks

Receivables from Money market

Financial Assets at Fair Value through Profit or Loss
Financial Assets at Fair Value Through Other Comprehensive
Income

Financial assets measured at amortized cost
Derivative Financial Assets

Loans (Net)

Loans

Leasing receivables

Factoring receivables

Non-Performing Loans

Special Provisions (-)

Tangible Assets held for sale and discontinued operations
(net)

Partnership Investments

Subsidiaries (net)

Affiliates (net)

Jointly controlled entities (Joint ventures) (net)
Tangible fixed assets (net)

Intangible fixed assets (net)

Real estate for investment purpose (net)
Current Tax Asset

Deferred Tax Asset

Other Assets

Total Assets

Liabilities

Deposit

Loans received

Debts to money markets

Securities Issued (Net)

Funds

Financial Assets at Fair Value through Profit or Loss
Derivative Financial Liabilities

Factoring Liabilities

Leasing Liabilities

Provisions

Current Tax Liability

Liabilities for assets held for sale and discontinued
Subordinated Loans

Other Liabilities

Equity

Total Liabilities

Amount valued in
accordance with
TAS as reported

in financial
statements

39.928.633
39.928.628
237
39.928.391

5

45.687.549
45.687.549

1141128
24.537
3.393.729
133.906
2.512.268
92.821.750

23.568.228
31.472150

6.747
742.315
370.407

1.247.664
35.414.239
92.821.750

Subject to
Credit Risk

39.928.633
39.928.628
237
39.928.391

5

45.687.549
45.687.549

1141128
24.537
3.393.729
133.906
2.512.268
92.821.750

Valued amount of the items in accordance with TAS

Subject to Securitization Subject  Not subject to Capital
Counterparty ositions to Market Liability or deducted
Risk P Risk () from Capital
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X. Explanations on Risk Management (continued)

2. Links between financial statements and risk amounts (continued)

b. The main sources of the differences between the risk amounts and the amounts in the financial statements valued in accordance with TAS

Subject to Securitization Subject to Subject to
Current Period (3112.2023) Total counterpart
Credit Risk Positions ) p ¥ Market Risk
credit risk
1 Valued amounts of assets in accordance with TAS (as in template B1) 149.893.906 139134.270
2 Valued amounts of liabilities in accordance with TAS (as in template B1) 149.893.906 - - - -
3 Total net amount - 139.134.270 - - -
4 Off-balance sheet amounts 117.663.331 66.904.734 - - -
5 Valuation differences - - - - -
6 Differences arising from different netting rules (other than those set out
in line 2)
7 Differences due to consideration of provisions - - - - -
8 Differences arising from the applications of the Institution - - - - -
9 Risk Amounts 267.557.237 206.039.004 - - -
Due to the loan guarantee structure, the Bank does not apply credit risk mitigation techniques.
. - Subject to .
Prior Period (3112.2022) Total Subject to Securitization counterparty Subject to
Credit Risk Positions o Market Risk
credit risk
1 Valued amounts of assets in accordance with TAS (as in template B1) 92.821.750 92.821.750
2 Valued amounts of liabilities in accordance with TAS (as in template B1) 92.821.750
3 Total net amount - 92.821.750 - - -
4 Off-balance sheet amounts 57.356.506 34.492.909 - - -
5 Valuation differences
6 Differences arising from different netting rules (other than those set out
inline 2)
7 Differences due to consideration of provisions
8 Differences arising from the applications of the Institution
9 Risk Amounts 150.178.256  127.314.659 - - -

Due to the loan guarantee structure, the Bank does not apply credit risk mitigation techniques.

c. Explanations on the differences between the amounts valued and the risk amounts in accordance with TAS

The difference between the amounts assessed in accordance with TAS and the risk amounts subject to Loan risk arises from intangible assets that are not
subject to Loan risk and deferred tax assets. The difference between the off-balance sheet amounts and the risk amounts subject to Loan risk arises from
the application of the Loan conversion ratios to off-balance sheet amounts in accordance with the Regulation on Measurement and Assessment of Capital
Adequacy of Banks.
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3. Credit Risk Explanations
a. Issues to be disclosed to the public on credit risk

a.1. General qualitative information on loan risk

Credit risk is measured as described in the BRSA Regulation on Measurement and Assessment of Banks’ Capital Adequacy dated 23 October 2015. This appro-
ach corresponds to the Simplified Standard Method in Basel Il documents.

Similar to the Basel | method with the Simplified Standard Method, the values subject to credit risk are calculated by grouping the loans according to their
collateral and by giving them different risk weights. Simplified standard method is used in the Bank, but since the Bank’s customers are composed of local
governments, different risk weights are not given, and all customers are evaluated at 100% risk weight.

lIn calculations it is essential to consider the guarantees Basel Il has adopted as acceptable in the reduction of risk. There is no risk reducing effect of other
guarantees. There are no guarantees that can be valued within the scope of Basel Il criteria in the Bank. The Basel Il standard method is used to calculate the
bank’s loan risk weighted asset amount, in which case transactions are carried out in accordance with the initiative of the national authority, the BRSA.

The risk, concentration, collateral, return and follow-up of the loans by the Risk Management Department, whether there is an excess of the limits determined
according to the Bank’s general loan policies, are subject to Article 45 of the Regulation on the Internal Systems of Banks and Internal Capital Adequacy Evalu-
ation Process and the Bank Organization Risk Evaluation Reports prepared monthly in accordance with Article 23, in which the duties of the Risk Management
Department are specified in the Duties and Authorization Directive, are submitted to the Board of Directors, the Senior Management and the units responsible
for risk formation and monitoring. Particular attention is paid to credit concentration reporting, and this issue is monitored periodically by grouping loans accor-
ding to different criteria. When necessary, the bank can take decisions based on these concentrations.

The authority to extend a loan in the bank belongs to the Board of Directors. The Board of Directors may delegate its authority to extend credit to the Credit
Committee and/or the General Management. Written proposal of the General Directorate is sought in the opening of a loan or transfer of authority by the Board
of Directors. The Board of Directors determines the credit policies and limits at the macro level, establishes the policies regarding credit opening, approval and
other administrative principles.

Regarding all Local Authorities requesting a loan from the Bank, even if it varies according to the type and maturity of the loan requested, the Bank’s authori-
zed bodies decide whether to enter a loan relationship or not, according to the result obtained within the framework of the credit evaluation procedures and
principles. The Board of Directors of the Bank is authorized to determine the credit risk limits, considering the counterparty risk. Credit transactions are carried
out by the Board of Directors, the credit committee and/or the Head Office. The General Management may also use its authority to extend credit, through its
other units or regional directorates. In determining the credit limit to be extended to a credit user, the Board of Directors may delegate its authority to extend
a credit amounting to 10% of its own funds to the Credit Committee and 1% to the General Management.

Portfolio based returns of the loans provided, and their performances are monitored by the Risk Management Department. Risk management activities are carried out
by the Risk Management Department, such as the introduction of new limits for the measurement of loan risk, monitoring, analysis and prevention of concentration.

In the context of loan risk measurement, information on the subjects to be monitored based on local government is aggregated and the concentration on the loans
is followed by making the analysis suitable. Concentration analyzes are used by the Senior Management to decide on the structure of the loans to be given in the
following periods. The objective of loan risk management is to optimize the risk adjusted income of the bank by managing the risks that the bank may be exposed
to, within the appropriate parameters, in accordance with the relevant legislation. Credit risk management is not under the responsibility of a single department.

Regular audits and supervisions are carried out to ensure that loan processes are maintained in accordance with the bank’s loan policies and procedures, that
the loans are issued within the framework of the procedures and principles set by the board of directors, and that the terms, amounts and qualifications of the
loan are accurately reported to senior management. Activities carried out by the units within the internal systems are used to identify weaknesses in loan risk
management processes, policies and procedures and to identify transactions that are contrary to such limits, policies and procedures. As a result of the reviews,
the matters identified are shared regularly with senior management and audit committee.

Board of Directors; loan risk management is ultimately the responsibility of the Board of Directors. This responsibility is to monitor the effectiveness of the
loan risk management system, to determine loan risk management policies and implementation procedures by taking risk management strategies as a basis,
to determine risk appetite, to assign risk limits, to ensure that credit risk management policy and implementation procedures are followed and adhered to, to
ensure that risks are understood and adequately assessed before an action is entered, to participate in the process of designing, selecting, implementing and
approving loan risk measurement models.

Audit Committee’s duty on credit risk management to receive and evaluate the opinions and recommendations of the Senior Management regarding loan risk
management systems, to evaluate whether there is any necessary infrastructure to manage the loan risk effectively and to take the necessary precautions.

General Manager is the highest authorized authority of the Bank after the Board of Directors among the lenders authorized by the Bank and approves the loan
within the framework of the authorization of the Board of Directors in accordance with the provisions of the Bank Loan Policy.

The senior management is responsible for the implementation of the loan risk strategy and policy approved by the Board of Directors and the development of
policies and procedures for the identification, measurement, monitoring and control of the loan risk.
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X. Explanations on Risk Management (continued)
a.1. General qualitative information on loan risk (continued)

The Risk Management Department is responsible for implementing the loan risk management policies approved by the Board of Directors in relation to loan
risk; for identification, measurement and reporting of loan risk; for ensuring that these risks are coordinated among the various parts of the bank that are
exposed to loan risk. A suitable environment is created for the processing of the loan function in a healthy and efficient manner. Adequate staff and software
are provided, authorities, roles, limits are clearly defined, and necessary controls are established. Loan risk is measured, analyzed and reported periodically.

In order to determine the maximum exposure to a loan relationship, the loans are combined and monitored.

The country, sector, borrower / counterparty, product, concentration, risk group and individual based loan limits and loan limits specified in the loan policies are
recorded in information systems; if these limits and boundaries are approached, information systems are provided to produce stimulus information and timely
reporting of over rights is provided, including those relating to exceptional operations. Information systems are structured flexibly so that intra bank and legal
reporting can be done at the desired level and speed. Manual practices are avoided as much as possible.

Audit of loan risk refers to the independent monitoring of the nature of the loans and the compliance of the loaning process with the Bank’s policy and imple-
mentation principles through legal regulations and the assessment of the adequacy of loans and other receivable provisions.

The credit risk control and evaluation process consist of the steps of the quality and trend of the loan portfolio, the effectiveness of the overall risk management
and processes, whether timely action is made for retrograding loans, the management of the problematic loans, informing the Bank’s management and the
Board of Directors and the measures to be taken.

The loaning process is monitored continuously by the loan allocation authority and bodies. In addition to the supervision of the loaning process, audits based on
the Borrower Local Administration and Regional Directorate are also carried out in the Internal Audit System. The Risk Management Department monitors and
evaluates the loan risk on a portfolio basis. Loan risk audit performed in the Internal Audit System is determined according to the annual audit plans determined
by the Board of Directors.

a.2. Assets credit quality

a b c d
Current Period Defaulted Not defaulted . Lo
(3112.2023) . Provisions /amortization Net Values
G":SS Caf;ymgtvﬁl!:;)s of and impairment (a+b-c)
according to
1 Credits - 65.176.685 - 65.176.685
2 Debtsecurities
3 Off-balance sheet exposures - 117.663.331 - 117.663.331
4 Total - 182.840.016 - 182.840.016
a b c d
Prior Period Defaulted Not defaulted . L
(3112.2022) . Provisions /amortization Net Values
GTO(SS CafgylngtVél!:g)S of and impairment (a+h-c)
according to
1 Credits - 45.687.549 - 45.687.549
2 Debt securities
3 Off-balance sheet exposures - 57.356.506 - 57.356.506
4  Total - 103.044.055 - 103.044.055

a.3. Changes in stock of defaulted loans and debt securities

Its fields of operations are defined in the Bank’s governing law no. 6107 as “satisfying the financing need of special provincial authorities, municipalities and
their affiliated organizations and local administrative associations of which only these may be members; develop projects concerning locally provided common
services for the people dwelling within the boundaries of such administrations; providing such administrations with consultancy services and assistance on
urban projects of a technical nature and in the conduct of infrastructure and superstructure works and performing any and all development and investment
banking functions”. Within this framework, the Bank is not involved in banking activities oriented towards free market in institutional and commercial terms. The
Bank, which consists mostly of project loans, is not profit oriented and supports social projects of local governments without regard to credibility. In paragraph
5 of Article 13 of Banking Law No. 6107, it has been decided that the obligation to allocate provision for loans and other receivables will not apply to Bank. In
the event that the repayments of the loans provided by the bank cannot be made at the time of return, principal instalment amount that cannot be collected is
added to balance principal amount and it is capitalized at the end of each month and extended to remained maturity so as to be redeemed. Uncollected interest
installments are spread over the residual interest without interest accruing by adding it over the residual interest sum. For this reason, the Bank does not have
a default receivable due to the default in loans extended.
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a.4. Additional information on credit quality of assets

In accordance with Article 13, paragraph 5 of the Law No. 6107 “Law on iller Bankasi A.S.”, “The provisions of the Banking Law No. 5411 regarding provisions are
not applicable to the Bank”, the specific provisions set aside by the Bank belong to the receivables other than loan transactions that are in the process of litigation.

Breakdown of receivables by geographical regions*
Current Period Total Prior Period Total
Domestic 107.594.319 57.316.861
USA, Canada
EU Countries
OECD Countries
Other countries

Total 107.594.319 57.316.861

(%) The distribution of cash and non-cash loans according to geographical area is provided.
Sectoral distribution of receivables *

Current Period Total Prior Period Total
Agriculture
Farming and Livestock
Forestry
Fishery
Manufacturing
Mining and Quarrying
Manufacturing Industry
Electricity, Gas, Water
Construction
Services
Wholesale and Retail Trade
Hotel and Restaurant Services
Transportation and Communication
Financial Institutions
Real estate and lending service
Self-employment service
Education Services
Health and Social Services
Other 107.594.319 57.316.861
TOTAL 107.594.319 57.316.861

(%) Distribution of cash and non-cash loans by sectors is provided.

The loans extended by the Bank, the shares of local governments distributed by the Bank and some revenues of municipalities are given as collateral. The
Bank collects its other receivables through legal means, and from time to time, considering the situation of the debtor and the expenses to be incurred for the
collection, the General Assembly performs the cancellation process within the framework of the Bank Law.

b. Credit risk mitigation techniques

Drinking water, rent, terminal, parking lot, port and other operating income of the local governments that want to use credit in the current situation in the bank
are taken as collateral and credit is provided for these guarantees. In this application, the bank borrows the local governments that use credits and makes
payments to the contractor firms based on the project, and the revenues related to the guarantees are collected in an account and pledged by the pledge
contract on the account.

This structure does not comply with the collateral types in the Basel Il criteria, although the bank has a quality collateral structure. According to the legislation of
the Bank, mortgage can be used as collateral. In practice, however, mortgage is not usually taken as a guarantee. If the counterparty credit risk reduction in the
bank is utilized, the calculations will be verified to comply with the principles and procedures for credit risk mitigation before the acceptance of the collateral
effect. The Bank does not apply credit risk mitigation techniques due to its loan collateral structure.
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The Bank does not have any credit rating transactions with its customers and local governments which are also partners.

c.2. Standard Approach Exposure to credit risk and credit risk mitigation effects

Current Period (31.12.2023)

Risk classifications

Claims on sovereigns and Central Banks

Claims on regional governments or local authorities
Claims on administrative bodies and other non-commercial
undertakings

Claims on multilateral development banks

Claims on international organizations

Claims on banks and intermediary institutions

Claims on corporates

Claims on retails

Claims secured by residential property

Claims secured by commercial property

Past due loans

Higher risk categories decided by the Board

Secured by mortgages

Short-term claims and short-term corporate claims on banks and
intermediary institutions

Undertakings for collective investments in mutual funds
Equity securities

Other receivables

Total

(*) All of these loans are extended to the Bank’s personnel.

Prior Period (3112.2022)

Risk classifications

Claims on sovereigns and Central Banks

Claims on regional governments or local authorities
Claims on administrative bodies and other non-commercial
undertakings

Claims on multilateral development banks

Claims on international organizations

Claims on banks and intermediary institutions

Claims on corporates

Claims on retails

Claims secured by residential property

Claims secured by commercial property

Past due loans

Higher risk categories decided by the Board

Secured by mortgages

Short-term claims and short-term corporate claims on banks and
intermediary institutions

Undertakings for collective investments in mutual funds
Equity securities

Other receivables

Total

(*) All of these loans are extended to the Bank’s personnel.
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Credit conversion rate and credit
amount before credit risk mitigation

On-balance Off-balance

Sheet Amount  Sheet Amount
37 -
64.903.527 42.417.634
76.659.821 -
210.548 -
8119.973 67.578.298
149.893.906 109.995.932

Credit conversion rate and credit

amount before credit risk mitigation

On-balance Off-balance
Sheet
Sheet Amount
Amount
32 -
45.489.643 11.629.312
39.851.264 -
91.378 -
7.389.433 45.727194
92.821.750 57.356.506

Credit conversion rate and credit
amount after credit risk mitigation

On-balance
Sheet Amount
37
55.383.733

75.496.158

210.548

8.043.794
139.134.270

Off-balance
Sheet Amount

42153.290

24.751.444
66.904.734

Credit conversion rate and credit
amount after credit risk mitigation

On-balance
Sheet
Amount

32

45.489.643

39.851.264

91.378

7.389.433
92.821.750

Off-balance
Sheet Amount

11.629.312

22.863.597
34.492.909

5. SECTION

6. SECTION

Risk weighted amount and risk
weighted amount density

RWA

97.537.024

15.099.232

257.822

32.080.428
144.974.506

RWA density

%100

%20

%122,45

%97,82
%70,36

Risk weighted amount and risk
weighted amount density

RWA

5718.955

7.970.253

91.378

30.043.375
95.223.961

RWA density

%100

%20

%100

%99,31
%74,79

8 ILLERBANKASIAS

Current Period (31.12.2023)

Risk classifications/ Risk weight

1 Claims on central governments and Central Banks

2 Claims on regional governments or local authorities

3 Claims on admim’strat'\ve podies and other
noncommercial Undertakings

4 Claims on multilateral development banks

5 Claims on international organizations

6  Claims on banks and intermediary institutions

7 Claims on corporates

8  Claims on retails

9 Claims secured by residential property

10 Claims secured by commercial property

11 Pastdue loans

12 Higher risk categories decided by the Board

13 Secured by mortgages

1 Short-term da@ms and s_hort_»ter.m ;orporate claims
on banks and intermediary institutions

15 Undertakings for collective investments in mutual
funds

16 Other receivables

17 Equity securities

18 Total

Prior Period (3112.2022)

Risk classifications/ Risk weight

1 Claims on central governments and Central Banks

2 Claims on regional governments or local authorities

3 Claims on admim’straﬂve podies and other
noncommercial Undertakings

4 Claims on multilateral development banks

5 Claims on international organizations

6 Claims on banks and intermediary institutions

7 Claims on corporates

8  Claims on retails

9  Claims secured by residential property

10 Claims secured by commercial property

11 Pastdue loans

12 Higher risk categories decided by the Board

13 Secured by mortgages

1 Short-term da@ms and s_hort_—ter_m c_orporate claims
on banks and intermediary institutions

15 Undertakings for collective investments in mutual
funds

16 Other receivables

17 Equity securities

18 Total

1. SECTION

a b
0% 10%
37 -
218.335
218.372 -
a b
0% 10%
32 -
147,953 -
147.985 -

2. SECTION

20%

75.496.158

620.592
76.116.750

20%

39.851.264

77121
39.928.391

25%

25%

3. SECTION

c.3. Standard Approach: Receivables according to risk classes and risk weights

35% 50% 75% 100%

97.537.024

116.000

31.956.310
129.609.334

35% 50% 75% 100%
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57118.955

30.027.950
87.238.283

150%

94.548

150%

250%

250%

5. SECTION

ot
hers

hers

6. SECTION

Total risk
amount (KDO)
and KRA
post)

37
97.537.024

75.496.158

210.548

32.795.237
206.039.004

Total risk
amount (KDO)
and KRA
post)
32

57118.955

39.851.264

91.378

30.253.030
127.314.659
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X. Explanations on Risk Management (continued)
4. Explanations on Counterparty Credit Risk (CCR)

Within the scope of paragraph 8 of Article 4 of the Regulation on Measurement and Evaluation of Banks” Capital Adequacy, the counterparties arising from the following
transactions in the banking and trading accounts shall calculate the capital liability for the counterparty credit risk. The risk exposure calculation for counterparty credit
risk for collateralized derivative financial instruments in trading accounts is the same for collateralized counterpart derivative instruments in banking accounts.

The risk exposure calculation for the counterparty loan risk for the repo transactions in the trading accounts is also made within the framework of the principles and
procedures stated in the Communiqué on Loan Risk Reduction Techniques and the Annex-2 for the repurchase transactions in the banking accounts.

a) Derivative transactions,

b) Repo transactions,

¢) Securities or commodity loan transactions,

d) Credit securities transactions,

e) Transactions with long clearing times.

The risk weights related to the transactions listed above in the banking accounts are considered in the same way for the transactions in the trading accounts. The capital
obligation for the counterparty loan risk and counterparty loan risk is not calculated because the bank does not perform such transactions.

4.1. Credit derivatives
None.

4.2. Risks available to Central Counter Party
None..

5. Explanations on securitization positions
There are no issues to be disclosed to the public regarding securitization.

6. Explanations on market risk

Market risk includes the risks of loss that the Bank may be exposed to due to general market risk, exchange rate risk, specific risk, commodity risk, swap risk and
counterparty credit risk in trading accounts. The amount subject to market risk at the Bank is calculated monthly using the Standard Method within the scope
of legal reporting and is included in the total capital liability by taking into account the calculation of the Bank’s Capital Adequacy Standard Ratio. In addition,
the Bank calculates the amount subject to market risk with the “Internal Model” within the framework of the provisions of the “Communiqué on Calculation
of Market Risk with Risk Measurement Models and Evaluation of Risk Measurement Models” at its own discretion and the results are reported to the Senior
Management by the Risk Management Department in monthly periods.

The Bank, which does not accept deposits, operates within the scope of article 77 of the Banking Law No. 5411, to use cash and non-cash loans and intermediary
in insurance transactions in exchange for the shares to be transferred from the Bank to municipalities and special provincial administrations, whose banking
function is capitalists, as a guarantee. and interest rates are determined by the Asset-Liability Committee provided that they do not fall below the interest rates
set by the Board of Directors or the Board of Directors in accordance with the conditions of the day.

Market risk instruments are as follows.

Stocks

Government and private sector bonds and bills and other debt instruments

Repo / Reverse repo

Currency position

Derivative products specified in the Capital Market Law

Other capital market instruments Other accounts arising from banking accounts and for which interest rate risk is calculated.

Except for the foreign currency position, the Bank does not have the above mentioned instruments. According to the 22nd article of the “Regulation on Mea-

surement and Evaluation of the Capital Adequacy of Banks”, if the net foreign currency position is below 2% of the equity, 0 will be taken; Since the bank’s net
foreign currency position is below this ratio, capital requirement is not calculated for exchange rate risk.

In the calculations made with the Internal Method, the Value at Risk (VAR) estimations are made on a daily basis using Parametric, Monte Carlo and Historical
Simulation Methods; Marginal and Incremental VaR calculations and advanced VaR analyzes are performed on a weekly basis, and backtesting is applied daily
to test the reliability of the results of the models used. While the bank is exempt from the preparation and reporting of stress tests and scenario analyzes to the
BRSA, it internally conducts stress tests and scenario analyzes for market risks. VaR based limits have been determined within the scope of “Risk and Authority
Limits Implementation Procedures”, which was put into effect with the decision of the Board of Directors regarding market risk in the Bank.
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7. Explanations on operational risk

Amount subject to operational risk is calculated with the fundamental indicator method according to the Article 25 of the Regulation regarding the Measurement
and Assessment of Capital Adequacy of Banks. Itis calculated by deducting, the profit/loss from marketable securities recognized as financial assets measured
at fair value through profit or loss ,extraordinary income, and amounts compensated from the insurance, from total of net amounts of annual gross income,
interest income and non-interest income.

Total / Positive GI Number

Current Period 31.12.2020 31.12.2021 3112.2022 Ratio (%) Total
of Years

Gross Income 3.407.064 4.487.220 5.595.397 4.496.560 15 674.484

Amount Subject to Operational Risk (Total x12.5) 8.431.050

Total / Positive GI Number

Prior Period 3112.2019 31.12.2020 31.12.2021 Ratio (%) Total

of Years
Gross Income 3.025.458 3.407.064 4.487.220 3.639.914 15 545.987
Amount Subject to Operational Risk (Total x12.5) 6.824.839

8. Issues to be disclosed to the public regarding interest rate risk in banking accounts

Interest Rate Risk Arising from Banking Accounts is calculated and reported on a monthly basis within the scope of the Regulation on Measurement and Evalu-
ation of the Interest Rate Risk Arising from Banking Accounts with Standard Shock Method.

Differences in economic value arising from fluctuations in interest rates in accordance with the related regulation

Current Period (31.12.2023)

Applied shock (+/ -x basis points) Gains / Losses Gains / Equity
Currency unit (Losses) / Equity

1T +500 / (400) baz puan (1.331.408) /1.203.393 (%2,71) ] %12,45
2 EUR +200/(200) baz puan 247999/ (338.487) %0,51/(%0,69)
3 USD +200/(200) baz puan 0/0 %0 / %0
Total (For Negative Shocks) 864.906 %1,76
Total (For Positive Shocks) (1.083.409) %(2,21)

Prior Period (31.12.2022) ) o . Gains / Equity

Applied shock (+/ -x basis points) Gains / Losses

Currency unit (Losses) / Equity

1T +500 / (400) baz puan (3.402182) / 3.640.323 (%9,61) / %10,28
2 EUR +200/(200) baz puan 153.049 /(210.112) %0,43 / (%0,59)
3 UsD +200/(200) baz puan 0/0 %0 / %0
Total (For Negative Shocks) 3.430.211 %9,69
Total (For Positive Shocks) (3.249.133) %(9,17)
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0. SEGTION

4. SECTION 5. SECTION 6. SECTION

DISCLOSURES AND FOOTNOTES ON FINANCIAL STATEMENTS

I. EXPLANATIONS AND DISCLOSURES RELATED TO ASSETS

a. Cash and balances with Central Bank

a.1. Information on Cash and Balances with the Central Bank of Tiirkiye

Current Period

TL FC
Cash/Effective 324
Central Bank of Tiirkiye 37
Others
Total 361

a.1.1. Explanations on Required Reserves:

Prior Period
TL FC
205

32

237

It is not subject to the Central Bank of the Republic of Tiirkiye Communiqué on Required Reserves No. 2005/1, since deposits are not accepted by the bank and

fund collection is not carried out.

a.2. Balances with the Central Bank of Tiirkiye

Current Period

TL FC
Unrestricted Demand Deposits 37
Unrestricted Time Deposits
Restricted Time Deposits -
Total 37

b. Financial assets at fair value through profit or loss

b.1. Financial assets at fair value through profit or loss

Prior Period
TL FC
32

32 -

The Bank’s financial assets, whose fair value difference is reflected in profit / loss, are composed of Emlak Konut Gayrimenkul Yatinm Ortakhigi A.S., whose share
and voting rate is below 10% and has no significant control. As of 31 December 2023, its net value is TL 4.

b.2. Information about financial assets subject to repo transactions given as collateral/blocked

The Bank has no securities measured at fair value through profit or loss which are given as collateral / blocked or subject to repo transactions.
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4. SECTION 5. SECTION 6. SECTION

c. Statement of positive differences on derivative financial assets at fair value through profit or loss

The bank has no derivative financial assets at fair value through profit or loss
d. Information on banks:
d.1. Banks account

Current Period

TL FC
Banks 74177.804 3102.609
Domestic banks 74171.804 3102.609
Foreign banks
Foreign head offices and branches
Other Financial Institutions
Total 74177.804 3.102.609

e. Financial assets at fair value through other comprehensive income

Prior Period
TL YP
38.006.434 1.921.957
38.006.434 1.921.957
38.006.434 1.921.957

e.1. Information on financial assets subject to repo transactions, given as collateral / blocked, at fair value through other compre-

hensive income

The Bank does not have financial assets subject to repo transactions, given as collateral / blocked, at fair value through other comprehensive income.

f. Information on financial assets at fair value through other comprehensive income

The Bank does not have financial assets at fair value through other comprehensive income.

g. Information on financial assets measured at amortized cost (Net)

g.1. Loans

g.1.1 Information on all types of loans and advances given to shareholders and employees of the Bank

Current Period

TL FC
Direct Loans Granted to Shareholders 64.966.137 42.417.634
Corporate Shareholders 64.966.137 42.417.634
Individual Shareholders
Indirect Loans Granted to Shareholders
Loans Granted to Employees 210.548
Total 65.176.685 42.417.634

Prior Period
TL YP
45.596.171 11.629.312
45.596.17 11.629.312
91.378
45.687.549 11.629.312

ILLER BANKASI A.S. - ANNUAL REPORT 2023 | 135



°§§' ILLER BANKASI AS 1. SECTION 2. SECTION 3. SECTION 4. SECTION 5. SECTION 6. SECTION

NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS AS OF 31 DECEMBER 2023

(Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL")
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g.1. Information on Loans (continued)

g.1.2. Information on Standard Loans and Closely Monitored Loans and Restructured Closely Monitored Loans g.1.3. Information on distribution of cash loans according to maturity structure

Current Period Loans Under Close Monitoring Loans Under Close Monitoring

Standard Loans

Not Included in

Restructured Loans

Current Period

Standard Loans

Not Restructured

Restructured

Cash Loans Restructured Loans Changes in Conditions of Refinancing Short-Term Loans 303.962
Contract Non-Specialized Loans 160.569
Non-specialized Loans 210.548 - - - Specialized Loans 143.393
Corporate Loans - - - - Medium and Long-Term Loans 64.872.723
Export Loans - R - - Non-Specialized Loans 49.979
Import Loans R _ R _ Specialized Loans 64.822.744
Commercial Loans - - - -
Consumer Loans - - - -
Loans Under Close Monitoring
Credit Cards - - - - Prior Period Standard Loans
Not Restructured Restructured
Other 210.548 - - -
Short-Term Loans 135.775
Specialized Loans 64.966.137 - - - o
Non-Specialized Loans 32162
Other Receivables - - - - Specialized Loans 103.613
Total 65.176.685 - - - Medium and Long-Term Loans 45.551.774
Non-Specialized Loans 59.216
Specialized Loans 45.492.558
Prior Period Loans Under Close Monitoring
Restructured Loans
Cash Loans Standard Loans Not Included in . -
Restructured Loans Changes in Conditions of Refinancing
Contract
Non-specialized Loans 91.378 - - -
Corporate Loans - - - -
Export Loans - - -
Import Loans - - - -
Commercial Loans - - - -
Consumer Loans - - R R
Credit Cards - - - -
Other 91.378 - - -
Specialized Loans 45.596.171 - - -
Other Receivables - - - -
Total 45.687.549 - - -

In accordance with paragraph 5 of the 13th article of Law No. 6107 on lller Bankasi A.S., no provision is made for loans by the Bank. Due to the structure of the

Bank’s loans, there is no loan whose payment schedule is extended.

The Bank has a standard loan with payment plan extension amounting to TL 16.449.
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g.1. Information on Loans (continued)

g.1.4. Information on consumer loans, personal credit cards, personnel loans and personnel credit cards

Current Period Short Term Medium and Long Term Total Prior Period Short Term Medium and Long Term Total
Consumer Loans-TL - - - Consumer Loans-TL - - -
Mortgage Loans - - - Mortgage Loans - - -
vehicle Loans - - - vehicle Loans - -
General Purpose Consumer Loans - - - General Purpose Consumer Loans - - -
Other - - - Other - - -
Consumer Loans-FC Indexed - - - Consumer Loans-FC Indexed - - -
Mortgage Loans - - - Mortgage Loans - - -
vehicle Loans - - - vehicle Loans - - -
General Purpose Consumer Loans - - - General Purpose Consumer Loans - - -
Other - - - Other - - -
Retail Credit Cards-TL - - - Retail Credit Cards-TL - - -
Mortgage Loans - - - Mortgage Loans - - -
vehicle Loans - - - vehicle Loans - -

General Purpose Consumer Loans - - - General Purpose Consumer Loans - - -
Other - - - Other - - -
Retail Credit Cards-TL - - - Retail Credit Cards-TL - - -
With Installment - - - With Installment - - -
Without Installment - - - Without Installment - - -
Retail Credit Cards-FC - - - Retail Credit Cards-FC - - -
With Installment - - - With Installment - - -
Without Installment - - - Without Installment - - -
Personnel Loans-TL 160.569 49.979 210.548 Personnel Loans-TL 32162 59.216 91.378
Mortgage Loans - - - Mortgage Loans - - -
vehicle Loans - - - vehicle Loans - - -
General Purpose Consumer Loans 160.569 49.979 210.548 General Purpose Consumer Loans 32162 59.216 91.378
Other - - - Other - - -
Personnel Loans-FC Indexed - - - Personnel Loans-FC Indexed - - -
Mortgage Loans - - - Mortgage Loans - - -
vehicle Loans - - - vehicle Loans - - -
General Purpose Consumer Loans - - - General Purpose Consumer Loans - - -
Other - - Other - - -
Personnel Loans-FC - - - Personnel Loans-FC - - -
Mortgage Loans - - - Mortgage Loans - - -
vehicle Loans - - - vehicle Loans - - -
General Purpose Consumer Loans - - - General Purpose Consumer Loans - - -
Other - - - Other - - -
Personnel Credit Cards-TL - - - Personnel Credit Cards-TL - - -
With Installment - - - With Installment - - -
Without Installment - - - Without Installment - - -
Personnel Credit Cards-FC - - - Personnel Credit Cards-FC - - -
With Installment - - - With Installment - - -
Without Installment - - - Without Installment - - -
Overdraft Account-TP (Real Person) - - - Overdraft Account-TP (Real Person) - - -
Overdraft Account - FC (Real Person) - - - Overdraft Account - FC (Real Person) - - -
Total 160.569 49.979 210.548 Total 32162 59.216 91.378
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g.1. Information on Loans (continued)

g.1.5. Installment-based commercial loans and corporate credit cards

There are no installment-based commercial loans or corporate credit cards.

g.1.6. Loan concentration according to counterparty

Current Period Prior Period

Public 64.966.137 45.596.171

Private () 210.548 91.378

Total 65.176.685 45.687.549
(%) Salary loans made available to bank personnel.
g.1.7. Domestic and foreign loans

Current Period Prior Period

Domestic Loans 65.176.685 45.687.549

Foreign Loans - -

Total 65.176.685 45.687.549

g.1.8 Loans granted to subsidiaries and associates

None

g.1.9. Specific provisions for loans or default (Third Stage) provisions
No provision is made by the Bank for loans within the framework of the 5th paragraph of the 13th article of the “Law on iller Bankasi A.S.” numbered 6107, “The
provisions of the Banking Law numbered 5411 regarding provisions shall not apply to the Bank”.

g.1.10. Information on non-performing loans (Net)

g.10.i. Information on loans and other receivables included in non-performing loans, which are restructured or rescheduled:

There are no loans or other receivables included in non-performing loans, which are restructured or rescheduled by the Bank.

g.1.10.ii. Movement of total non-performing loans

None

g.1.10.iii. Non-performing loans arising from loans extended in foreign currency

None.
g.1.10.iv. Gross and net non-performing loans and receivables as per customer categories borrowers
g.1.11.-12.Explanations on the liquidation policy and write-off policies for the loans and other receivables in the nature of loss

Loans provided by the bank are given by the shares of the local governments distributed by the Bank and some of the municipalities as warranty. For the other
receivables of the Bank, the proceeds from the legal remedies are applied, and from time to time, the General Assembly deletes within the framework of the
Bank’s Law, taking into consideration the state of the debtor and the costs to be collected.

h. Financial assets at amortized cost

h.1. Information on net values and comparative, subject to repo transactions and given as collateral/blocked

The Bank has no investments which are the subject of repo transactions or which have been otherwise posted as guarantees or blocked

h.2. Information on government debt securities valued at amortized cost

There are no government debt securities valued at amortized cost.

h.3. Information on financial assets carried at amortized cost

There are no financial assets valued over their amortized cost.

h.4. The movements of financial assets valued over their amortized cost

The financial assets carried at amortized cost have no movement during the year.
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i. Information on subsidiaries (Net)

None

j- Information on associates (Net)

None

k. Information on Joint Ventures (Net)

None

I. Finance Lease receivables (Net)

The Bank has no finance lease transactions (December 31, 2022: TL 3.195).

m. Positive differences related to hedging derivative financial assets

None

n. Tangible assets (Net):

Current Period

Prior Period’s End (31.12.2022)
Cost

Accumulated Depreciation
Net Book Value

Current Period’s End (3112.2023)

Cost at the Beginning of the Period
Acquired
Disposed

Period End Cost

Accumulated Depreciation at the
Beginning of the Period

Current Period Depreciation
Disposal Depreciation
End of Period Accumulated Depreciation

Closing Net Book Value

Prior Period

Prior Period’s End (31.12.2021)
Cost

Accumulated Depreciation
Net Book Value

Current Period’s End (31.12.2022)

Cost at the Beginning of the Period
Acquired
Disposed

Period End Cost

Accumulated Depreciation at the
Beginning of the Period

Current Period Depreciation
Disposal Depreciation
End of Period Accumulated Depreciation

Closing Net Book Value

Real estate

1.076.667
(62.417)
1.014.250

1.076.667
245.905
(143.399)
1179173

62.417

38.009
(16.959)
83.467

1.095.706

Real estate

942726
(49153)
893.573

942726
1.035.285

(901.344)
1.076.667

49153

51938
(38.674)
62.417
1.014.250

Real Estates with
Right of Use

1.666

(1.003)
663

1.666

2.916
(1.804)
2778

1.003

2.446
(1793)
1.656

1122

Real Estates with
Right of Use

7676
(5.068)
2.608

7676

1788
(7.798)
1.666

5.068

2197
(6.262)
1.003
663

Securities with
Right of Use

15.396
(9.312)
6.084

15.396
28760

(4.94)
39.215

9.312

6174

(1.259)
14.227
24.988

Securities with
Right of Use

12.742

(4.031)
871

12742

6.283
(3.629)
15.396

4.031

7931
(2.650)
9.312
6.084

Tangible Fixed Assets
Acquired through vehicles
Leasing vehicles

- 82m2
- ()
. 6107

- 8.252
- 1494

0 9.746

0 2145
- 165

0 3.310
6.436

Tangible Fixed Assets
Acquired through vehicles
Leasing vehicles

- 4235
- (1.956)
- 2279

- 4235
- 4776
- (759)
- 8252

- 1.956

- 778
- (589)
- 2145
- 6107

Other
Tangible
Fixed Assets

178.213
(64189)
114.024

178.213
70708
(19.391)

229.530

64.189

41988

(2.208)
103.969
125.561

Other
Tangible
Fixed Assets

100.458
(44.662)
55.796

100.458
94170
(16.415)
178.213

44.662

27126
(7.599)
64189
114.024

Total

1.280.194

(139.066)
1141128

1.280194
349783
(169.535)
1.460.442

139.066

89782
(22.219)
206.629
1.253.813

Total

1.067.837
(104.870)
962.967

1.067.837
1142.302
(929.945)

1.280194

104.870

89.970
(55.774)
139.066
1141128
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Prior Period

o. Information on intangible fixed assets:

Prior Period End (31.12.2022)
Current Period

Cost 3.393.729
Prior Period’s End (3112.2022) Accumulated Depreciation _
Cost 43184 Provision for Impairment -
Accumulated Depreciation (18.647) Net Book Value 3.393.729
Net Book Value 24.537 Current Period’s End (31.12.2023)
Current Period’s End (31.12.2023) Cost at the Beginning of the Period 3.393.729
Cost at the Beginning of the Period 43184 Acquired 1.345.152
Acquired 14.239 Disposed (1.065.725)
Disposed (608) Period End Cost 3.673.156
Period End Cost 56.815 Accumulated Depreciation at the Beginning of the Period -
Accumulated Depreciation at the Beginning of the Period (18.647) Current Period Depreciation -
Current Period Depreciation (1.817) Disposal Depreciation -
Disposal Depreciation 12 End of Period Accumulated Depreciation -
End of Period Accumulated Depreciation (30.452) Provision for Impairment -
Closing Net Book Value 26.363 Closing Net Book Value 3.673.156

Prior Period’s End (31.12.2021)

Prior Period’s End (31.12.2021) Cost 2.960.339
Cost 14.678 Accumulated Depreciation (196)
Accumulated Depreciation (1.931) Net Book Value (24.597)

Net Book Value 2747 Current Period’s End (31.12.2022) 2.935.546

Current Period’s End (31.12.2022) Cost at the Beginning of the Period

Cost at the Beginning of the Period 14.678 Acquired 2.960.339
Acquired 34.513 Disposed 1140.025
Disposed (6.007) Period End Cost (706.635)

Period End Cost 43184 Accumulated Depreciation at the Beginning of the Period 3.393.729

Accumulated Depreciation at the Beginning of the Period (11.931) Current Period Depreciation (196)
Current Period Depreciation (7197) Disposal Depreciation (6)
Disposal Depreciation 475 End of Period Accumulated Depreciation 202

End of Period Accumulated Depreciation (18.647) Provision for Impairment -

Closing Net Book Value 24.537 Closing Net Book Value -

g. Information on deferred tax assets
Deductible temporary differences, financial losses, tax deductions and exemptions.

p. Information on investment property Deferred Tax Assets Current Period Prior Period
As of December 31, 2023, the Bank has investment properties amounting to TL 3.673156 (December 31, 2022: TL 3.393.729), all of which consist of land acqu- Reserves for Employee Entitlements 201.447 120.847
ired in accordance with Article 3, paragraph 2, subparagraphs (h) and (i) of the Banking Law. As of December 31, 2023, the fair value of investment properties Other 10108 19.986
is TL10.459.934 (December 31, 2022: TL 5.807.086). Tax Procedure Law-TAS Depreciation Differences (8.368) (6.927)

Total 203.187 133.906

As of 31 December 2023, the Bank does not have any deferred tax asset calculated over tax deductions and exceptions. In addition, deferred tax assets amounting
to TL 211.555 (31 December 2022: TL 140.833) and deferred tax liabilities amounting to TL 8.368 (31 December 2022: TL 6.927), which are calculated over the
amounts to be taken into account in the financial profit/loss calculation in the following periods, which arise between the book value of the assets or liabilities in the
balance sheet and the tax base value determined in accordance with the tax legislation, are netted and recorded as TL 203187 (31 December 2022: TL 133.906).

r. Information on fixed assets held for sale and associated with discontinued operations

The Bank has no fixed assets held for sale or which are associated with discontinued operations.

s. Information on other assets

As at 31 December 2023 and 31 December 2022, other assets item of the balance sheet does not exceed 10% of total assets, except for the commitments shown
in off-balance sheet accounts.
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Il. EXPLANATION AND NOTES RELATED TO THE LIABILITIES

a. a. Information on the maturity structure of deposits

a.1.1. Information on maturity structure of deposits

iller Bankas! A.S. is a development and investment bank whose activities are governed by Article 77 of the Banking Law no 5411. The Bank is not authorized to
accept deposits.

a.1.2. Mevduat sigortasi kapsaminda bulunan ve mevduat sigortasi limitini asan tasarruf mevduatina iliskin bilgiler

Banka, 5411 sayili Bankacilik Kanunu’nun 77'nci maddesi cercevesinde faaliyet gostermekte olup, mevduat kabul yetkisi bulunmayan kalkinma ve yatirim bankasidir.
a.2. Information on the saving deposits of the bank with head office abroad, if the saving deposits in the branches of the bank
located in Tiirkiye are under the guarantee of saving deposit insurance in that country abroad

iller Bankasi A.S. is a development and investment bank whose activities are governed by Article 77 of the Banking Law no 5411. The Bank is not authorized to
accept deposits.

a.4. Retail deposits not guaranteed by insurance

iller Bankas! A.S. is a development and investment bank whose activities are governed by Article 77 of the Banking Law no 5411. The Bank is not authorized to
accept deposits.

b. Information on derivative financial liabilities at fair value through profit or loss

Table of negative differences related to derivative financial liabilities at fair value through profit or loss

None.

c. Information on banks and other financial institutions

c.1. Banks and other financial institutions

Current Period Prior Period
TL FC TL FC
Central Bank of Tiirkiye - - . -
Domestic Banks and Institutions 1431127 - 9.126.663 -
Foreign Banks st and Funcs - 28713.971 - 14.441.565
Total 7431127 28.713.971 9.126.663 14.441.565
c¢.2. Maturity analysis of funds borrowed
Current Period Prior Period
TL FC TL FC
Short-term - - - -
Medium and Long-term 7431127 28.713.97 9126.663 14.441.565
Total 7431127 28.713.971 9.126.663 14.441.565

(*) Medium and long-term loans obtained from foreign banks, institutions and funds were obtained from the World Bank within the scope of Municipal Services Project, Sustainable Cities Projects, FRIT
Il Municipal Services Development Project and Turkey Earthquake, Flood and Fire Emergency Reconstruction Project (TEFWER), The amounts disbursed to municipalities from JICA (Japan International
Cooperation Agency) within the scope of the Network and Wastewater Treatment Plant Development Project and the Local Government Infrastructure Development Project, from the European Investment
Bank (EIB) within the scope of the Environmental Loan, from the Islamic Development Bank within the scope of the Urban Transportation Project, and from AFD (French Development Agency) within the
scope of the FRIT Il Municipal Services Project.

¢.3. Funds
Current Period Prior Period
TL FC TL FC
Other (¥ 59.500.351 1142.694 30.700.992 771158
Total 59.500.351 1142.694 30.700.992 771158

(") Of the funds provided from other financial institutions amounting to TL 60,643,045, TL 42,714,988 of the funds transferred by the Ministry of Treasury and Finance in accordance with the Law No. 5779 on
“Allocation of Shares from General Budget Tax Revenues to Special Provincial Administrations and Municipalities”, TL 2,483,101 of the funds transferred to the Bank for Water and Sewerage Infrastructure Projects
(SUKAP), TL 1.992,236 TL to the fund allocated from the Bank’s profits for the infrastructure and superstructure needs of municipalities and villages, 29,581 TL to the amount transferred to the Bank under the
IPA Project, 919,690 TL to the amount transferred by the Disaster and Emergency Management Presidency, 16,259 TL to the amount of funds transferred to the Bank for urban infrastructure services, 80,770 TL
to the fund transferred to the Bank for Solid Waste Program, 51,837 TL to the funds transferred to the Bank for the 100-Day Action Plan Bicycle and Green Walking Road project, TL 7.808,072 TL to the funds and
rediscounts obtained from the Bank’s shareholders and securities, TL 331,639 TL to the funds transferred to the Bank for the KOYDES Project, TL 2,603,588 TL to the funds transferred to the Bank by the Ministry
of Environment, Urbanization and Climate Change for disaster, earthquake zone infrastructure and reserve area works, TL 462,460 TL belongs to the amount transferred within the scope of the protocol with
the Ministry of National Defense, 176,491 TL belongs to the EIB Municipal Resilience Project-l MADAD Grant, 58,944 TL belongs to the grant funds provided by the World Bank within the scope of the Sustainable
Cities Project and 556,769 TL belongs to the FRIT Il Municipal Services Development Project, 350,490 TL belongs to the FRIT Il grant of the French Development Agency and 6,130 TL belongs to other funds.
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d. If other liabilities exceed 10% of the balance sheet total, names and amounts of the accounts constituting at least 20% of grand

totals

Other liabilities do not exceed 10% of the balance sheet total

e. Lease payables (Net)

Explanations on liabilities arising from financial leasing transactions

The Bank has no debts due to financial leasing transactions.

Explanations on liabilities arising from operating lease transactions

Current Period Previous Period
Gross Net Gross Net
Less than 1 Year 20.615 17102 7.251 5726
Between 1-4 Years 15.575 9.008 1.491 1.021
More than 4 Years - - - -
Total 36.190 26.110 8.742 6.747

f. Information on derivative financial liabilities for hedging purposes

Table of negative differences for derivative financial liabilities for hedging purposes

None.

g. Information on Provisions

g.1. General provisions

Pursuant to Article 13 (5) of the Law No. 6107 governing iller Bankasi A.S., the reserve requirements of the Banking Law No. 5411 do not apply to ller Bankasi A.S.

g.2. Provisions for foreign exchange losses on foreign currency indexed loans and finance leases

Pursuant to Article 13 (5) of the Law no. 6107 governing lller BankasI A.S., the reserve requirements of the Banking Law No. 5411 do not apply to lller Bankasi A.S.

g.3. Special provisions for non-compensated and non-cash loans

Pursuant to Article 13 (5) of the Law no. 6107 governing lller Bankasi A.S., the reserve requirements of the Banking Law No. 5411 does not apply to iller Bankasi

AS.
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g.4.1. Other provisions

There is a provision amounting to TL 388.000 related to the amounts foreseen to be distributed to the personnel in accordance with Article 30 of the Bank’s articles
of association from the supervision income and insurance income from the consultancy services provided to local governments (December 31, 2022: TL 214.890).

As of 31 December 2023, there is a provision amounting to TL 33.577 for the litigation provisions of which the Bank’s litigation process continues (31 December
2022: TL 44.039).
g.4.2. Provisions for employee benefits

As of 31 December 2023, the Bank has set aside an employee rights provision amounting to TL 671.488 as retirement bonus for contracted personnel and
severance pay for worker personnel within the framework of the provisions specified in the “Turkish Accounting Standard on Employee Benefits” (“TAS 197)”
(31 December 2022: TL 483.386).

Movement of employee termination indemnity for the current and prior period

Current Period Prior Period
Opening balance, January 1 483.386 163.901
Period Expense 49.224 89.574
Payments Made (40.943) (12.596)
Actuarial loss/(gain) 179.821 242.507
Closing Balance, December 31 671.488 483.386

In accordance with the current labor law in Tirkiye, the Bank is obliged to pay severance pay in the amount it deserves to the personnel who quit their job due
to retirement or who are dismissed for reasons other than resignation and bad behavior. These compensations are equal to the 30-day gross wage for each year
worked, based on the wage on the date of dismissal or dismissal. As of 31 December 2023 and 31 December 2022, the maximum severance pay is TL 23.489,83 (full
TL) and TL 19.982,83 (full TL). Contract personnel working in the Bank under the Law No. 6107 are paid end-of-work compensation calculated within the framework
of the procedures and principles regarding those employed within the scope of subparagraph (B) of the first paragraph of Article 4 of the Civil Servants Law.

In the financial statements dated 31 December 2023 and 31 December 2022, the Bank calculates the severance pay by discounting using the anticipated annual
inflation and interest rates. The inflation and interest rate used are as follows:

Current Period Prior Period
Inflation Rate %30,43 %10,00
Interest Rate %33,50 %10,96
h. Tax liability
h.1. Information on current tax liability
Current Period Prior Period
Corporate Tax Payable 756.060 247697
Income Tax Withholding 48.545 34.874
Securities Capital Income Tax 7.301 17.965
Real Estate Capital Income Tax - -
Banking Insurance Transaction Tax (BITT) 21.696 7.232
Foreign Exchange Transactions Tax - -
Value Added Tax Payable 72.658 39.206
Other 4.012 3423
Total 910.272 350.397
h.2. Information on premiums
Current Period Prior Period
Social Security Premiums-Employees 22704 7149
Social Security Premiums-Employer 33.253 10.472
Bank Pension Fund Premium-Employees
Bank Pension Fund Premium-Employer
Pension Fund Membership Fees and Provisions-Employees
Pension Fund Membership Fees and Provisions-Employer -
Unemployment Insurance-Employees 1.623 512
Unemployment Insurance-Employer 3.246 1.023
Others 732 854
Total 61.558 20.010
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h.3. Deferred tax liability

The Bank has no deferred tax liabilities as of 31 December 2023 (see footnote V-I-n).

i. Explanations on property and equipment held for sale and related to discontinued operations and on payables regarding these assets
None.

j- Explanations on the number of subordinated debt instruments used by the Bank, maturity, interest rate, the creditor of the debt
instrument and the option to convert into stock, if any, and information on subordinated loans
None.
k. Information on shareholders’ equity
k.1. Paid-in capital
Current Period Prior Period
Common Stock (*) 39.040.740 28.538.677

Preferred Stock

(*) Pursuant to the Bank’s governing statute, lller Bankasi A.S’s capital is not divided into shares and no share certificates have been issued.

k.2. Paid-in capital amount, explanation as to whether the registered share capital system is applied at the bank; if so the amount of registered
share capital

The Bank is not subject to registered share capital system.

k.3. Information on share capital increases and their sources; other information on any increase in capital shares during the current period

No capital increase was made in the current period, and a capital collection of TL 10.502.063 was made during this period. TL 9.540.862 of this collection is
the 2% deducted monthly from the total of the tax revenue shares to be distributed by the Ministry of Treasury and Finance and iller Bankasi A.S. every month,
according to the Law No. 5779 on “Authorization of Special Provincial Administrations and Municipalities from General Budget Tax Revenues”. It consists of 30%
of the shares, TL 961.201 of this amount which is allocated from the profit of 2022, to be added to the capital in accordance with the Bank’s Law.

k.4. Information on the portion of capital reserves added to the capital in the current period

None.

k.5. Capital commitments in the last fiscal year and at the end of the following period, the general purpose of these commitments and projected
resources required to meet these commitments

The Bank’s governing law does not permit it to enter into capital commitments. The Bank’s capital consists of the 2% monthly deductions made from the total
shares of the tax revenues to be distributed every month by the Ministry of Finance and iller Bankasi A.S. under the Law No. 5779 on Allotments of General
Budget Revenues to be Allocated to Special Provincial Authorities and Municipalities and capital shares set aside at the ratio of 30% from the Bank’s distribu-
table profit.

k.6. The estimated effects of the predictions on the equity, taking into account the previous period indicators of the Bank’s income, profitability
and liquidity, and the uncertainties in these indicators

The Bank has defined a lending and interest rate policy that can minimize the losses from which it may suffer. In accordance with the Bank’s establishment law,
according to the Law No. 5779 on “Paying Shares from General Budget Tax Revenues to Special Provincial Administrations and Municipalities”, the Ministry of
Treasury and Finance and the iller Bankasi A.S. will be distributed every month with the capital collections at the rate of 2% per month over the total of the tax
revenues shares. loan principal and interest collections, In case of liquidity insufficiency in the balance of the Bank’s income and expense balance, the funds
collected from domestic banks, borrowing as needed and from shareholders in accordance with the provisions of the “Public Treasury General Communiqué”,
provide the Bank’s cash inflows.

k.7. Information on the privileges given to shares representing the capital
The capital of the Bank is not represented by shares

k.8. Explanations on the securities value increase fund

The Bank does not have marketable securities value increase fund.
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lll. EXPLANATIONS AND DISCLOSURES RELATED TO OFF-BALANCE SHEET ACCOUNTS
a. Explanation on liabilities in off-balance sheet accounts

a.1. Types and amounts of irrevocable loan commitments

Loans promised by the bank and to be extended to local governments in accordance with the guarantee and loan agreements signed with the World Bank on
26 December 2016 within the scope of the “Sustainable Cities Project” is TL 51.887, within the scope of “Sustainable Cities Project II”, loans promised by the
bank and to be extended to local governments as per the guarantee and loan agreements signed on 16 May 2018 and additional loan agreements signed on 10
July 2019 is TL 16.770.209, as per the guarantee and loan agreement signed on 17 March 2021 within the scope of the European Union’s Financial Assistance
Program for Refugees in Tiirkiye (FRIT-II), the loans committed by the bank and to be extended to local governments is TL 4.158.471 and within the scope of
the Turkiye Earthquake, Flood and Fire Emergency Reconstruction Project (TEFWER), the loans promised by the bank as per the guarantee and loan agreement
signed on 30.12.2022 and to be extended to local governments is TL 13.637.635, within the scope of the Public and Municipalities Renewable Energy Project
(PUMREP), the loans committed by the Bank and to be extended to local governments in accordance with the loan agreement signed on September 20, 2023
amounting to TL 8.143.475 and within the scope of the Turkey Water Circularity and Efficiency Improvement Project (WCEIP), the loans committed by the Bank
and to be extended to local governments in accordance with the loan agreement signed on September 20, 2023 amounting to TL 2.443.042, totaling TL
45.204.719 (December 31, 2022: TL 22.171.254).

The Japan International Cooperation Agency (“JICA”) and “Infrastructure of Local Governments”. within the scope of the “Development Project”, the loans
promised by the bank in accordance with the guarantee and loan agreements signed on 15 May 2015 and entered into force on 14 August, 2015, and the loans
to be extended to local governments is TL 611.765 and the loans provided under the “Local Governments Environmental Development / Development Project”
(Phase ll) in accordance with the guarantee and loan agreements signed in 20 August 2021, the loans committed by the bank and to be extended to local
governments is TL 6.310.633 total of all is TL 6.922.398 (31 December 2022: TL 6.915.990).

The total of loans to be extended to Municipalities committed by the Bank in accordance with the guarantee and loan agreements signed on 28 June 2012 wit-
hin the scope of “Urban Infrastructure Projects” with the European Investment Bank is TL 99.589 and within the scope of the “Urban Transport and Environment
Loan”, the total of the loans to be extended to the Municipalities committed by the Bank in accordance with the guarantee protocol signed on 6 October 2015
is TL 3.715.465 a total of TL 3.815.054 (31 December 2022: TL 3.650.855).

Within the context of “Urban Transportation Projects” with the Islamic Development Bank, the total amount of credits to be used for the Municipalities that are
committed to guarantee and loan agreements signed on 29 August, 2016 is TL 3.069.191 (31 December 2022: TL 2.069.630).

In accordance with the Loan Agreement signed with the French Development Agency on 6 December 2021 within the scope of the “Municipal Services Project”,
the total amount of loans committed by the Bank and to be extended to local governments is TL 2.052.156 (31 December 2022: TL 1.255.899).

Within the scope of the “Strengthening the Resilience of Municipalities against Natural Disasters Project” of the Council of Europe Development Bank (CEB),
the total amount of loans committed by the Bank and to be extended to local governments pursuant to the loan agreement signed with our Bank on December
21,2023 is TL 6,514,780.

The total value of all lending underwritten by the Bank for municipalities’ infrastructure and superstructure services is TL 7.667.399 (31 December 2022: TL
9.663.566). The Bank’s total credit commitment exposure amounts to TL 75.245.697 (31 December 2022: TL 45.727194).

a.2. The type and amount of probable losses and commitments resulting from off-balance sheet items, including those below

a.2.i. Guarantees, bank endorsements and acceptances, collaterals that qualify as financial guarantees, and non-cash loans including other
letters of credit

As of the balance sheet date the Bank had no guarantees, bank endorsements or acceptances, or collaterals that qualify as financial guarantees or non-cash
loans including other letters of credit.

a.2.ii. Performance bonds, bid bonds, sureties and similar transactions

As of the balance sheet date, the total value of letters of guarantee issued by the Bank amounted to TL 42.417.634 (31 December 2022: TL 11.629.312).

a.3.i. Non-cash loans

Current Period Prior Period
Non-Cash loans given against cash loan 42.417.631 11.629.309
With Original Maturity of 1 Year or Less Than 1 Year 1.734.053 1.053.652
With Original Maturity of More Than 1 Year 40.683.578 10.575.657
Other Non-Cash Loans 3 3
Total 42.417.634 11.629.312

a.3.ii. Information on sectoral risk concentrations of non-cash loans
There is no sectoral risk concentration in the non-cash loans account, and the Bank provides all its non-cash loans to local governments.
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a.3.iii. Non-cash loans classified under Group I and I

Group | Group Il
Current period
TL FC TL FC
Non-Cash Loan 41.735.997 681.637
Letters of Guarantee 41.735.997 681.637
Aval and Acceptance Credits
Letters of Credit
Turnovers
Our Purchase Guarantees in the Issuance of Securities
Factoring Guarantees
Other
Group | Group Il
Prior Period
TL FC TL FC
Non-Cash Loan 11.219.611 409.701
Letters of Guarantee 11.219.611 409.701

Aval and Acceptance Credits

Letters of Credit

Turnovers

Our Purchase Guarantees in the Issuance of Securities
Factoring Guarantees

Other

b. Information on derivative financial instruments

None.

c. Explanations on credit derivatives and the risks they are exposed to
None.
d. Information on contingent liabilities and assets

As of 31 December 2023, the Bank has set aside a provision amounting to TL 33.577 for contingent liabilities that are highly probable, for lawsuits filed against
and still pending. (31 December 2022: TL 44.039).

Although there are other lawsuits filed and pending against them, the probability of these lawsuits to result in negative results is not considered high and cash
outflows are not expected regarding these lawsuits.

The Bank has no contingent assets.

In the current period, the amount of the Bank’s revocable commitments is TL 27104.209 (31 December 2022: TL 14.518.704). The Bank has no contingent
liabilities and assets.

e. Information on transactions carried out on behalf

The Bank does not provide purchase, sale, custody and consultancy services on behalf of others. However, the debts of Municipalities and Special Provincial
Administrations to public institutions and their debts within the scope of reconciliation are deducted from the shares of these administrations distributed by the
Bank and paid to the relevant institutions in accordance with Article 7 of the Law No. 5779.
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IV. EXPLANATIONS AND DISCLOSURES RELATED TO STATEMENT OF PROFIT OR LOSS
a. Interest Income:
a.1. Information on interest income received from loans
b.3. Information on interest expenses on securities issued
Current Period Prior Period
None.
TL FC TL FC
Short-term loans 21.315 - 10.948 - b.4. Maturity structure of the interest expense on deposits
Medium and long-term loans 4.433.532 220.321 3.175.891 75.728 None.
Loans under follow-u - - - - . .. .
P c¢. Explanations on dividend income
Premiums received from Resource Utilization Support Fund - - - - N
one.
Total 4.454.847 220.321 3.186.839 75.728
d. Trading income/losses (Net)
Current Period Prior Period
a.2. Information on Interest income received from banks )
Gains 4.957 5.011
Current Period Prior Period Gains on capital market transactions
T FC L FC Gains on derivative financial instruments
c | Bank of Tarki Gains on foreign exchange transactions 4.957 5.011
entral Bank of Turkiye : : : : Losses () (29.937) (19.553)
Domestic Banks 8.145.046 59.27 3.354.008 10.044 Losses on capital market transactions
Foreign Banks - - - - Losses on derivative financial instruments - -
Foreign Head offices and Branches - - - - Losses on foreign exchange transactions (29.937) (19.553)
Total 8.145.046 59.271 3.354.008 10.044 Total (24.980) (14.542)
a.3. Information on Interest income received from marketable securities e. Information on other operating income:
None Current Period Prior Period
Income from Asset Sales 1.921.353 1.028.931
a.4. Interest income received from associates and subsidiaries From the Sale of Subsidiaries and Affiliates - -
N From the Sale of Securities 23 3
one. From the Sale of Real Estate 1921330 1028.928
Leasing | 2.257 2.301
b. Interest Expenses: £asing ‘ncome > 30
Real Estate Lease Incomes 2.257 2.301
b.1. Information on Interest expenses related to funds borrowed Operating Lease Income ) .
Other 0 556.041 408.642
Current Period Prior Period Total 2.479.651 1.439.874
T FC T FC (*) The Bank’s revenues from consultancy and control services provided to local governments amounting to TL 487.838 (31 December 2022: TL 315.000), guarantee and loan fees deposited on behalf
Banks 1.646.286 6.928 900.698 4364 of local governments in accordance with loan agreements with external financial institutions amounting to TL 17. 923 TL (December 31, 2022: 29.021TL), TL 27.597 (December 31, 2022: 37.080 TL) from
o adjustments related to prior years’ expenses, and other income amounting to TL 22.683 (December 31, 2022: TL 27.541).
Central Bank of Tiirkiye - - - -
Domestic Banks 1.646.286 - 900.698 - . . .
f. Expected credit loss provisions of the Bank
Foreign Banks - 6.928 - 4.364
Foreign Head Offices and Branches B} B} B} B} In accordance with 5th paragraph of the 13th article of the Law No. 6107 on iller Bank A S., the provisions of the Banking Law No. 5411 on expected loan loss
Other Institutions . 1417 _ 1.042 provisions are not applicable to the Bank.
Total 1.646.286 8.345 900.698 5.406

The Bank gave interest of TL 1.585.738 (31 December 2022: TL 711.492) to the short-term funds obtained from the local governments.

b.2. Interest expenses paid to associates and subsidiaries

None.
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IV. EXPLANATIONS AND DISCLOSURES RELATED TO STATEMENT OF PROFIT OR LOSS (continued)

g. Information on other operating expenses

Current Period Prior Period

Reserve for Employee Termination Benefits 49.224 89.574
Bank Pension Fund Deficit Provisions
Impairment Losses on Tangible Assets
Depreciation Expenses of Tangible Assets 80121 56.474
Impairment Losses on Intangible Assets

Impairment Losses on Goodwill
Amortization Expenses of Intangible Assets 1.817 719
Impairment Losses on Share of Participations Accounted for Using the Equity Method
Impairment Losses on Marketable Securities to be Disposed
Depreciation Expenses of Marketable Securities to be Disposed
Impairment Losses on Assets Held for Sale and Associated with Discontinued Operations
Other Operating Expenses 1175.504 711.428
Repair and Maintenance Expenses 2591 23.062
Cleaning Costs 172.8%4 90.923
Membership Expenses 332.876 190.204
Transportation vehicle Expenses 72.457 22.399
Service Procurement Expenses 239.646 109.563
Heating, Lighting and Water Costs 54.916 39.555
Small Fixtures Expenses 17.674 13.955
Computer Operating Expenses 23.055 29.966
Advertisement Expenses 3.370 7271
Communication Expenses 5.266 3.545
Printing Paper and Office Supplies 6.417 5.025
Help and Donations 80.930 108.405
Other Expenses 140.092 67.555
Loss on Sale of Assets - -
Other (*) 1.981.323 224738
Total 3.297.989 1.089.405

(") Includes taxes, duties and funds amounting to TL 254.538 (December 31, 2022: TL 140.551), other expenses and losses amounting to TL 89.786 (December 31, 2022: TL 18.003), depreciation of property,
plant and equipment under operating lease amounting to TL O (December 31, 2022: TL 5) and other provisions amounting to TL 1.636.999 (December 31, 2022: TL 66.179).
h. Information on profit/loss from continued and discontinued operations before taxes

The Bank’s total interest income amounting to TL 13.181.560 (December 31, 2022: TL 6.871.460), net fee and commission income amounting to TL 311.773
(December 31, 2022: TL 8.308), other operating income amounting to TL 2.479.651 (December 31, 2022: TL 1.439.874), trading profit/loss amounting to TL
(24.980) (December 31,2022: TL (14. 542) TL), interest expenses amounting to TL 3.395.895 (December 31, 2022: TL 1.680.770), personnel and other operating
expenses amounting to TL 6.011.203 (December 31, 2022: TL 2.172.908), after deducting TL 6.540.906 (December 31, 2022: TL 4.451.422) profit from continuing
operations. The Bank has no discontinued operations.

i. Information on tax provision for continuing and discontinued operations

Current tax provision related to continuing operations amounting to TL 2.413.638 (December 31, 2022: TL 1.089.980) has been calculated as provision for income
taxes from continuing operations amounting to TL 2.413.638 (December 31, 2022: TL 1.089.980) after deducting net deferred tax income amounting to TL 3.210
(December 31, 2022: TL 30.544) from current tax provision amounting to TL 2.416.848 (December 31, 2022: TL 1120.524).

Information on deferred tax income or expense arising from origination or reversal of temporary differences
Deferred Tax Income/Expense Resulting from Origination/Reversal of Temporary Differences Current Period Prior Period

From the origination of deductible temporary differences (+)

From the reversal of deductible temporary differences ()

From the origination of taxable temporary differences (+) 32.531 47.846
From the reversal of taxable temporary differences (-) (29.321) (17.302)
Total 3.210 30.544
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j- Explanations on net profit/loss from continuing and discontinued operations

Profit before tax from continuing operations amounting to TL 6.540.906 (December 31, 2022: TL 4.451.422) less tax provision for continuing operations amoun-
ting to TL 2.413.638 (December 31, 2022: TL 1.089.980) is TL 4.127.268 (December 31, 2022: TL 3.361.442). The Bank has no discontinued operations.

k. Explanations on net profit and loss for the period

k.1. If disclosure of the nature, size and recurrence rate of income and expense items arising from ordinary banking transactions is necessary to
understand the Bank’s performance during the period, the nature and amount of these items are disclosed.

The Bank earned interest income amounting to TL 13.181.560 (December 31, 2022: TL 6.871.460), interest expense amounting to TL 3.395.895 (December 31,
2022: TL1.680.770), net fee and commission income amounting to TL 311.773 (December 31, 2022: TL 8.308) due to ordinary banking activities.

k.2. The effect of a change in an estimation on financial statement items on profit/loss is stated in a way to cover those periods if it is probable

that it will affect subsequent periods as well.

There is no change in the estimates made regarding the financial statement items.

k.3. Profit/loss of minority shares

None.

I If the other items in the profit or loss statement exceed 10% of the total profit or loss statement, the sub-accounts that make up
at least 20% of these items are shown:

The “Other operating income” item in Section Four, sub-paragraph d above and the “Other operating expenses” item in Section Four, sub-paragraph f above
account for more than 10% of the income statement total. Information about these are provided in the same notes. In addition, there are no other items that
exceed 10% of statement of profit or loss.

V. EXPLANATION AND NOTES RELATED TO THE STATEMENT OF CHANGES IN EQUITY

1. Information on capital

As per the Bank’s governing Law No. 6107, the Bank’s capital consists of 2% monthly deductions from the total shares of the tax revenues to be distributed every
month by the Ministry of Finance and iller Bankasi A.S. under Statute 5779 on “Allotments of General Budget Revenues to be Allocated to Special Provincial
Authorities and Municipalities” dated 2 July 2008; out of the Bank’s nominal capital of TL 45.000.000, as of 31 December 2023 TL 39.040.740 had been paid-in
as of (31 December 2022: TL 28.538.677).

The Bank has made capital collections amounting to TL 10.502.063 (December 31, 2022: TL 5.990.914) in the current period, of which TL 9.540.862 (December
31,2020: TL 5. 199169 TL) and TL 961.201 of this amount consists of 30% of the profit of 2021 (December 31, 2022: TL 791.745) to be added to the capital in
accordance with the Banking Law.

2. Capital Reserves

At the end of the reporting period, the Bank’s capital reserves is TL 1.245.696; TL 876.514 of this amount consisted of inflation adjustment to paid-in capital and
TL 369182 consisted of revaluation difference on tangible assets.

3. Profit Reserves

After the addition of TL 1,954,442 transferred from the profit of 2022, TL 288,360 allocated from the profit of 2022 to be distributed to the Bank’s personnel but
not distributed as per the decision of the Board of Directors of the Bank, and TL 84,769 renewal fund to the profit reserves of TL 2,536,213 at the beginning of
the period, a total profit reserve of TL 4,863,784 was reached at the end of the period.

4. Net Profit/Loss for the Period
In the current period, a period profit of TL 4.127.268 has been realized. TL 3.204.003 of the profit of 2022 was subject to profit distribution in the period.
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VI. EXPLANATION AND NOTES RELATED TO THE STATEMENT OF CASH FLOWS VII. EXPLANATIONS AND NOTES RELATED TO BANK’S RISK GROUP

1. Explanations on the “Other” and the “Effect of change in foreign exchange rates on cash and cash equivalents” items in the sta- . . .
tement of cash flows a) Information on loans belonging to the Bank’s risk group

TL 1.322.205 decrease (31 December 2022: TL 811.765 decrease) in the “Other” item shown in operating profit prior to changes in the assets and liabilities Current Period

related to the Bank’s business activities mainly consists of current expenditures (electricity, water, gas, maintenance and repairs, rent, advertising and announ- Risk Group of the Bank Associates, Subsidiaries and Jointly The' Bank’s Direct and Included in the Risk Group
cements, stationery and office supplies, and membership fees paid to a variety of organizations). Controlled Entities (Joint Ventures) Indirect Shareholders Other Real and Legal Persons
“Increase / Decrease in Other Assets” amounting to TL 1.722.779 (December 31, 2022: TL 1.969.538 increase) included in the change in operating assets and Cash Non-Cash Cash Non-Cash Cash Non-Cash
liabilities consists of prepaid taxes, cash and cash equivalents, miscellaneous receivables and payables. Loans
Balance at the Beginning of the Period - - 45.596.171 11.629.312 340 -
“Increase / Decrease in Other Liabilities” item, amounting to an increase of TL 27.082.051 (31 December 2022: TL 11.890.608 increase), which is included in the Balance at the End of the Period - B 64.966137 42.417.634 969 B
change in the assets and liabilities in the banking field of activity, is mainly consists of shares sent to the Bank in order to be distributed from the General Budget Interest and Commission Income - B 4.644.000 361.368 26 B
to the municipalities and special provincial administrations the following month and money to be transferred and the amounts to be paid to the contractors.
TL 9.540.863 (31 December 2022: TL 5.199.170) shown in “Net cash flow secured from financing activities” pertains to the cash capital receipts from financial Prior Period
activities, which iller Bankasi A.S. collects within the framework of its governing law and which are not represented by shares. . Associates, Subsidiaries and Jointly The Bank’s Direct and Included in the Risk Group
Risk Group of the Bank Controlled Entities (Joint Ventures) Indirect Shareholders Other Real and Legal Persons
The net effect of movements in foreign exchange rates on cash and cash equivalents increased by TL 858.578 as of 31 December 2023 (31 December 2022:
TL 249734 increase). Cash Non-Cash Cash Non-Cash Cash Non-Cash
Loans
2. Cash and cash equivalents at the beginning of the period nggge at the Beginning of the ] ] 13.897377 1452853 57 )
Current Period Prior Period Balance at the End of the Period - - 45596171 11.629.312 340 -
Cash 39.851.501 23.464.750 Interest and Commission Income - - 3.257721 96.098 9 -
Cash in Vault 205 122
Central Bank of Tiirkiye 32 48 b) Information on deposits belonging to the Bank’s risk group
Banks 39.928.391 23.505.115
Rediscounts on Interest Income from Banks (77127) (40.535) Risk Group of the Bank Associates, Subsidiaries and Jointly The. Bank’s Direct and Included in the Risk Group
Cash Equivalents - - Controlled Entities (Joint Ventures) Indirect Shareholders Other Real and Legal Persons
Interbank money market - - Cash Non-Cash Cash Non-Cash Cash Non-Cash
Rediscounts on Interest Income from Receivables from Interbank Money Market - - Deposits (*)
Bank Bonds - - Balance at the Beginning of the Period - - 4641315 3.450.775 - -
Interest Income Rediscounts on Bank Bonds - - Balance at the End of the Period - - 7.658.261 4.641.315 - -
39.851.501 23.464.750 Interest Expense on Deposits - - 1.585.738 7M.492 - -

(%) These are the funds collected by the Bank from its partners within the scope of the Public Treasurer’s Communiqué.

3. Cash and cash equivalents at the end of the period ¢) Information on forward and option agreements and other similar agreements with the Bank’s risk group

Current Period Prior Period None.
Cash 76.660.182 39.851.501
Cash in Vault 324 205 d) Information on remuneration paid to the Bank’s top management
Central Bank of Tiirkiye 37 32 Benefits provided to key management personnel for the period ended 31 December 2023 amounted to TL 9.290 (31 December 2022: TL 4.599).
Banks 77.280.413 39.928.391
Rediscounts on Interest Income from Banks (620.592) (77127)
Cash Equivalents - -
Interbank money market - -
Rediscounts on Interest Income from Receivables from Interbank Money Market - -
Bank Bonds - -
Interest Income Rediscounts on Bank Bonds - -
76.660.182 39.851.501
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NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS AS OF 31 DECEMBER 2023 NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS AS OF 31 DECEMBER 2023

(Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL") (Unless otherwise stated amounts are expressed in thousands of Turkish Lira (“TL")

VIIl. EXPLANATIONS AND NOTES RELATED TO THE DOMESTIC, FOREIGN, OFFSHORE BRANCHES AND FOREIGN
REPRESENTATIVES OF THE BANK

1. Information on the Bank’s domestic and foreign representatives

Number ‘NumberofEmployees

Domestic branch 19 2.859 6 S E GT I U N
:

' INDEPENDENT AUDITORS' REPORT

2-
3-
Total Assets ‘ Legal Capital
Overseas Branch 1-
2-
3 I. INFORMATION ON THE INDEPENDENT AUDITORS’ REPORT
Coastal Bank. Blg. branches 1- The unconsolidated financial statements of the Bank as of 31 December 2023, have been audited by Rehber Bagimsiz Denetim ve Yeminli Mali Misavirlik
A.S. and the independent auditor’s report dated 26 February 2024 is presented in the introduction.
3-
Il. EXPLANATIONS AND NOTES PREPARED BY INDEPENDENT AUDITOR

2. Explanations on the Bank’s opening and closing of branches or representative offices in Tiirkiye and abroad, and significant changes in its None.
organization

None.

IX. FEES FOR SERVICES RECEIVED FROM INDEPENDENT AUDITOR / INDEPENDENT AUDIT FIRM

The Bank’s statement regarding the fees for services rendered by independent audit firms (VAT excluded) prepared by the POA pursuant to the Board Decision
published in the Official Gazette on 30 March 2021, and the preparation principles of which are based on the POA letter dated 19 August 2021 are as follows:

Current Period Prior Period
Independent audit fee for the reporting period 870 1.529
870 1.529

X. EXPLANATIONS AND NOTES RELATED TO SUBSEQUENT EVENTS

In accordance with the decision of the Banking Regulation and Supervision Board dated January 11, 2024 and numbered 10825, banks and financial leasing,
factoring, financing, savings financing and asset management companies are required to apply inflation accounting as of January 1, 2025.
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FINANCIAL SITUATION, PROFITABILITY AND INFORMATION ON SOLVENCY

As a result of 2023 activities, the Bank’s total assets increased by 61.49% from TL 92,821,750 thousand to TL 149,893,906 thousand. Among assets, banks ranked first with TL
77,280,413 thousand and 51.56% of total assets, while loans ranked second with TL 65,176,685 thousand and 43.48% of total assets. Property, plant and equipment, investment
properties, tax assets and other assets amounted to TL 7,436,808 thousand, representing 4.96% of total assets.

The Bank’s liabilities consist of shareholders” equity amounting to TL 49,062,845 thousand and 37.73%, and liabilities and liabilities amounting to TL 100,831,061 thousand and
62.27%. TL 42,714,988 thousand of the funds amounting to TL 60,643,045 thousand in the liabilities of the balance sheet are the shares transferred to the Bank from the General
Budget in December 2023 to be transferred to Municipalities and Special Provincial Administrations on January 10, 2024 in accordance with Law No. 5779 on the allocation of
shares from General Budget Tax Revenues to municipalities and special provincial administrations. TL 7,808,072 thousand belongs to the funds obtained from the Bank’s sharehol-
ders pursuant to paragraph 5 added to article 5 of the communiqué with article 2 of the “Communiqué on the Amendment of the General Communiqué on Public Treasurership”
published in the Official Gazette dated February 28, 2108 and numbered 30346, and the remaining TL 10,119,985 thousand belongs to the shares allocated from the Bank’s profit,
funds transferred to the Bank by the central administration, rediscount amounts of the funds obtained from the Bank’s shareholders and grant funds obtained from foreign financial
institutions.

TL 28,713,971 thousand of the TL 36,145,098 thousand in loans received belongs to loans obtained from foreign financial institutions and extended to local governments and TL
7,431,127 thousand belongs to loans obtained from domestic banks to provide liquidity. In the liabilities of the Bank, TL 971,830 thousand of Tax Liability belongs to corporate tax
and other taxes payable in the current period, TL 1,093,065 thousand to Provisions, TL 1,978,023 thousand to Liabilities from Leasing Transactions and Other Liabilities.

Our Bank closed its operations in 2023 with a net profit of TL 4.127.268 thousand.

The Bank’s most important income item is interest income amounting to TL 13.181.560 thousand and non-interest income amounting to TL 2.884.783 thousand, of which the largest
items are income from real estate sales, income sharing income from land sales, commissions received from non-cash loans and income from consultancy, audit and technical
services.

The Bank’s expense items include interest expenses amounting to TL 3,395,895 thousand and non-interest expenses amounting to TL 8,543,180 thousand, of which TL 2,713,214
thousand is personnel expenses, TL 2,446,169 thousand is tax provision and deferred tax expense, TL 1,686,223 thousand is severance pay and other provisions, and the remaining
TL 1,697,574 thousand is current expenses and other expenses.

Our Bank has high debt payment power with its strong equity structure. Our Bank’s capital adequacy ratio is 31,98% and it has a strong capital
structure.

As of 31 December, 2023; Cash and Banks

Financial Assets (Net) TL 77.280.778 Thousand

The total of cash and cash equivalents is TL 77.280.774 Thousand and its distribution is shown below.

TL 74.177.804 Thousand in Domestic Banks,

TL 3.102.609 Thousand in Domestic Banks (FC),

TL 324 Thousand in the Central and Regional Directorates of our Bank

TL 37 thousand in the Central Bank of the Republic of Tiirkiye The

financial assets whose fair value differences are reflected to profit and loss are TL 4 Thousand.

It consists of Emlak Gayrimenkul Yatinm Ortakhidi AS, in which our bank participates in the percentage of capital participation at a rate of 0,000032152%. The shares of Emlak

Gayrimenkul Yatinm Ortakhigi AS, whose total registered value is TL 120 thousand, are traded on the BIST and a provision of TL 116 thousand has been established. As of the end
of the year, TL 4 thousands of net balance was provided in our balance sheet.
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Financial Assets Measured at Amortized Cost (Net) TL 65.176.685 Thousand

LOANS

The year-end balance of the special loans extended to our Local Governments and non-specialized lo-
ans extended to the Bank personnel is TL 65.176.685 Thousand, and the distribution is shown below.

SHORT TERM

TL 160.569 Thousand from Short-Term Specialization Loans

TL 143.393 Thousand from Other Short-Term Loans with Collateral
TL 303.962 Thousand

MEDIUM AND LONG-TERM

49.979 Bin TL Orta ve Uzun Vadeli intisas Disi Kredilerden
38.084.541 Bin TL Orta ve Uzun Vadeli ihtisas Kredilerinden
26.788.142 Bin TL Orta ve Uzun Vadeli Ihtisas Kredileri (YP)'nden
64.872.723 Bin TL

TANGIBLE, INTANGIBLE AND INVESTMENT ASSETS

These accounts are used for tracking all of iller Bankasi real estates for its internal use as well as for investment purposes, in addition to furniture, furnishings, tools, equipment,
vehicles, and licensed computer software. Information about the values of these assets, their depreciation and outstanding balances is presented in the chart below.

(Thousand TL) Registered Active Value Depreciations Balance
Movables 201.348 69.431 131.917
Securities of Use 39.215 14.227 24.988
Real Estate 1177.983 82.277 1.095.706
Real Estates to Use 2.788 1.656 1122
Real Estate for Investment Purposes 3.673.156 - 3.673.156
Licensed Computer Software 44.653 18.290 26.363
Amortized Assets 51.200 51.200 -
Real Estate 1190 1190 -
Movables 37.848 37.848 -
Licensed Computer Software 12162 12162 -
Movables in Inventory 80 - 80
Total 5.190.413 237.081 4.953.332

Of the TL 1,177,983 thousand real estates in the table, TL 1,008,346 thousand belongs to buildings and social facilities, TL 60,113 thousand to land and TL 109,524 thousand to
buildings under construction. For the year 2023, our real estates are insured for TL 3,285 thousand and our movables for TL 563 thousand.
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FUNDS

In accordance with various laws, the amount of funds collected by the Bank and the funds obtained from the Bank’s partners and the year-end balance of the grant fund provided
by the World Bank under the Sustainable Cities Project is TL 60.643.045 Thousand; this amount,

51.692.279 Thousand TL The funds allocated to the Bank
42.714.988 Thousand TL  Shares of municipalities and special provincial administrations that must be transferred until 10 January 2023,

The amount transferred to the Bank by the Ministry of Environment, Urbanization and Climate Change within the scope of disaster, earthquake
zone infrastructure and reserve area studies,

2.603.588 Thousand TL
2.483101 Thousand TL  The amount transferred to our Bank from the Ministry of Treasury and Finance within the scope of SUKAP project
1.992.236 Thousand TL  The amount set aside to be used as a grant in accordance with the Banking Law,
919.690 Thousand TL  To the amount transferred by the Disaster and Emergency Management Presidency
462.460 Thousand TL  The amount transferred within the scope of the Protocol on the Ministry of National Defense Allocated Immovables,
331.639 Thousand TL  To the amount transferred to our Bank within the scope of the KOYDES project,
80.770 Thousand TL  Amount of Solid Waste Program (KAP),
51.837 Thousand TL  The amount transferred to our Bank within the scope of the 100-Day Action Plan Bicycle and Green Walkway project
29.581 Thousand TL  To the amount transferred to the Bank within the scope of the IPA Project
16.259 Thousand TL  Urban Infrastructure Services Amount transferred under Cevkoryon project,
6130 Thousand TL  to other funds
1142.694 Thousand TL Grant funds provided from International Financial Institutions
556.769 Thousand TL  To the amount of grant funding from the World Bank under the FRIT Il Project
350.490 Thousand TL  The French Development Agency to the grant fund provided under the FRIT Il Project
176.491 Thousand TL  To the grant fund amount provided under the EIB Municipal Resilience Project-l MADAD,
58.944 Thousand TL  To the grant fund amount provided by the World Bank within the scope of the Sustainable Cities Project
7.808.072 Thousand TL Funds provided by the Bank’s partners
7433.907 Thousand TL  To the amount of funds provided by Municipalities and Provincial Private Administrations, which are the partners of the Bank
224354 Thousand TL  To the borrower fund amount

149.811 Thousand TL  Interest and expense accruals,

PROVISIONS
This account showed a year-end balance of TL 1.093.065 Thousand consisting of;

671.488 Thousand TL Reserves for Employee Entitlements,
388.000 Thousand TL Provision and other provision amount for control fund revenues and insurance revenues obtained in 2023,

33.577 Thousand TL litigation provisions.

CURRENT TAX LIABILITY
At the end of the year, the current tax liability is TL 971.830 Thousand.

756.060 Thousand TL  Payable Corporate Income Tax,

215770 Thousand TL  Taxes, Dues, Fees and Premiums to be Paid
LIABILITIES FROM LEASING TRANSACTIONS (NET)

ease Liabilities (Net) with a year-end balance of TL 26.110 thousand;
TL 36.190 thousand belongs to the netting of Payables from Leasing Transactions and TL 10.080 thousand of Deferred Leasing Expenses.
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OTHER LIABILITIES

This account showed a year-end balance of TL 1.951.913 thousand consisting of:
TL 632.115 Thousand Miscellaneous Liabilities

Within the framework of the decision of the Board of Directors dated 18.05.2023 and numbered 35/1003 and the provisions of the protocol signed
300.000 Thousand TL  on 25.05.2023, the advance amount for the sale of the immovable registered in Ankara / Yenimahalle Orman Ciftligi Mahallesi, 13248 block 18 parcel,
which is owned by our Bank, to the General Directorate of Turkiye Vakiflar Bankasi T.A.O.

Share amount to be transferred to the Ministry in Urban Regeneration Revenues calculated in accordance with Law No. 6306 and the Bank’s Articles of

167.208 Thousand TL -
Association
66.905 Thousand TL Definite and temporary cash guarantees,

Amounts deposited to the external loan repayment accounts related to the loan repayments provided by the External Finance Institutions and to be

50.523 Thousand TL L . ) o
paid in the following period and the remaining balance amount,

12.851 Thousand TL  Amounts sent by local governments as contributions for the facilities of local governments built by our Bank,

10.843 Thousand TL Internal Insurance Fund,

9.348 Thousand TL The amount of premium to be received from our Bank by Groupama AS, Tiirkiye Sigorta AS, Ankara Sigorta A.S and Bereket Sigorta A.$, of which we
are agents,

5.053 Thousand TL  Amount belonging to the contractons share of revenue sharing works within the scope of Resource Development Activities,

4796 Thousand TL Other debts of our bank,

The amount to be kept from the remuneration and sent to these administrations in accordance with the relevant communiqués of the Ministry of

4588 Thousand TL Finance and the Social Security Institution,

1.319.798 Thousand to Other Foreign Resources

The amount belonging to the advance account of the lands in Istanbul Arnavutkdy / Hadimkdy, where the sales contract has been signed but the
1.057.590 Thousand TL
title deeds are not transferred,

130.240 Thousand TL  Amounts for progress payments to be made to contractors,
90.419 Thousand TL  The advance commission amount received from the letters of guarantee given to the municipalities,
14.320 Thousand TL  Amounts to be liquidated in the following year,
12.742 Thousand TL  Other debts belonging to our bank
10.703 Thousand TL  The amount of urban transformation projects,
2.026 Thousand TL  The amount of bonus provision for retired personnel,

1778 Thousand TL  The amount of the execution collection,

CAPITAL

The portion of our bank’s nominal capital of TL 45 Billion, collected at the end of 2023, is TL 39.040.740 Thousand.

3211.207 Thousand TL  Held by Municipalities and subsidiaries of municipalities,

1.890.355 Thousand TL  Held by Special Provincial Administrations,

5.039178 Thousand TL  Capital transfers from profits.

CAPITAL RESERVES

This account with an end-of-year balance of TL 1.245.696 thousand consists of Capital Reserves Arising Inflation Accounting, amounting to TL 876.514 thousand, and TL 369.182
thousand 50% of the earnings from the sale of real estate and subsidiary shares as per sub-para graph (e), article 5 of the Corporate Income Tax Law numbered 5520.

PROFIT RESERVES

The year-end balance of the legal reserves set aside from the Bank’s annual net profits in accordance with the Bank’s Articles of Association is TL 4,863,784 thousand, of which
TL 1,117,449 thousand belongs to legal reserves, TL 3,661,566 thousand to statutory reserves and TL 84,769 thousand to amounts set aside in accordance with other legislation.

OTHER COMPREHENSIVE INCOME OR EXPENSES NOT TO BE RECLASSIFIED TO PROFIT OR LOSS

There is a net actuarial loss of TL 295.630 Thousand as a result of netting off the actuarial loss of TL 422.327 Thousand and deferred tax of TL 126.698 Thousand related to the
provisions for severance pay and termination indemnity based on actuarial calculations within the framework of “Turkish Accounting Standard for Employee Benefits” (“TAS 19”).
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REVENUES AND EXPENDITURES

The Bank’s revenues for 2023 amounted to TL 16.066.343 Thousand and its expenses were TL 11.939.075 Thousand and the profit after tax for the year 2023 was TL 4.127.268
Thousand.

COMPARISON OF REVENUES

The chart below shows iller Bankasi revenues generated in 2023 in comparison to those in 2022.

Type of Revenues 2023 2022 DIFFERENCE

Interest Income 13.181.560 6.871.460 6.310.100
Interest from Loans 4.675.68 3.262.567 1.412.601
Interest from Banks 8.204.317 3.364.052 4.840.265
Other Interest Revenues 302.075 244.841 57.234
Fees and Commissions from Loans 2.884.423 1.592.750 1.291.673
Fees and Commissions on Loans 361.368 96.098 265.270
Banking Services Income 6.276 3.922 2.354
Deferred Tax Assets and Liabilities Income 32.531 47.846 (15.315)
Foreign Exchange Gains 4957 5.010 (53)
Profit Shares Received - - _
Other Non-Interest Operating Income 2.479.651 1.439.874 1.039.777
Total 16.066.343 8.464.210 7.602.133

As the chart shows, the Bank’s revenues increased by 89,82% in 2023 on a year-to-year basis.

COMPARISON OF REVENUES

The chart below shows iller Bankasi expenses incurred in 2023 in comparison to those in 2022.

Type of Expenses 2023 2022 DIFFERENCE
Interest Expenses 3.395.895 1.680.770 1.715.125
Interest Paid on Loans (FC) 1.654.631 906.104 748.527
Interest on money market transactions - - -
Fund to Interest Expense 1.585.738 711.492 874.246
Rental Interest Expenses 2.081 1.317 764
Other Interest Expenses 153.445 61.857 91.588
Non-interest Expenses 8.543.180 3.421.998 5121182
Personnel Expenses 2.713.214 1.083.503 1.629.71
Taxes and Fees 254.538 140.551 113.987
Fees and Commissions Paid 55.871 91.712 (35.841)
Depreciation Costs 91.938 63.670 28.268
Foreign Exchange Losses 29.937 19.553 10.384
Severance Benefit Provisions 49.224 89.574 (40.350)
Other Provisions 1.636.999 66.179 1.570.820
Tax Reserves 2.416.848 1120.524 1.296.324
Deferred Tax Asset-Liability Expenses 29.321 17.302 12.019
Other non-Interest Expenses 1.265.290 729.430 535.860
Total 11.939.075 5.102.768 6.836.307

Yukaridaki tablonun tetkikinde gértldugu gibi; giderlerimizde 2022 yilina gore %133,97’lik artis gorilmektedir.
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RISK MANAGEMENT POLICIES IMPLEMENTED PER RISK TYPE

Risk management in the Bank; Considering the exceptions specified for Development and Investment Banks in the Banking Law No. 5411 and the exemptions in the Bank Law No. 6107,
the Banking Law No. 5411 s carried out in accordance with the provisions of the regulations, communiqués, guides and other legislation issued by the BRSA to implement this law, and
the provisions of the internal legislation issued by the Bank’s Board of Directors based on the provisions of this legislation.

The risks the Bank may incur with reference to its strategies and operations are assessed, monitored and kept under control using strategies, policies, limits and application methods
to monitor, control, and where necessary alter the risk/return structure entailed by future cash flows of the bank, as well as the charac teristics and level of its activities on the basis of
the risk structure. Written policies and application methods are established to manage all the risks caused by the Bank’s operations. The Board of Directors or relevant internal systems
official shall regularly assess the adequacy of these, and shall effect necessary changes. Within the framework of establishing Risk Management Policies and Application Methods of
the Bank, as a minimum, the strategies regarding the Bank’s operations, compatibility with the volume, nature, and complexity of its operations, the level of risk it may assume, risk
monitoring and management capacity, past experience and performance, the level of expertise the directors of the units carrying out the operations command in the relevant field, and
the obligations stipulated in the Banking Law and other applicable regulations shall be taken into consideration.

As a rule of thumb, any risk to be taken within the frame described above should be defined and manageable. In addition, current and potential future impacts of the risk exposure are
measured to the extent allowed by risk measurement and reporting techniques. The Bank establishes written limits for quantifiable risks arising from its activities within the frame of
Article 5 of the BRSA's Regulation on Internal Systems of Banks, which limits are approved and regularly reviewed by the Board of Directors.

The Bank was exempted, as a response to the written request for exemption filed with BRSA from the obligations regarding the “Internal Capital Adequacy Evaluation Procedure
(ISEDES)”preparation and submittal, it has before the BRSA as per article 43 and 48 of the “Regulation on the Internal Systems and Internal Capital Adequacy Assessment Procedures”.

CREDIT RISK

The Bank observes best practices within the frame of BRSA regulations and restrictions, and thus ensures management of credit risk in accordance with its volume, quality and
complexity of its lending. As a rule of thumb, new products and services are evaluated with respect to credit risk. The Bank legally calculates the value at credit risk within the
framework of the Regulation on Measurement and Evaluation of Capital Adequacy of Banks issued by the BRSA. The credit risk is essentially managed so as to guarantee that it will
remain above the minimum limit set for the legal capital adequacy standard ratio. The Bank submits reports on its credit risk exposure to the BRSA within the frame of applicable
legislation. The Bank gets related units to monitor the credits and credit lines established.

MARKET RISK
Market risk includes the Bank’s exposure to general market risk, currency risk, specific risk, commodity risk, settlement risk and counterparty credit risk in trading accounts, and each
of these risks is handled separately.

The amount subject to market risk in the Bank is calculated monthly using the Standard Method within the scope of statutory reporting and is taken into account in the calculation of the
Bank’s Capital Adequacy Standard Ratio and included in the total capital requirement.

In the calculations made with the Internal Method, Value at Risk (RMD) estimates are made on a daily basis using Parametric, Monte Carlo and Historical Simulation Methods, Marginal
and Incremental RMD calculations and advanced RMD analyses are made on a weekly basis and backtesting is performed on a daily basis to test the reliability of the results of the
models used. The Bank has set RMD-based limits for market risk within the scope of the “Risk and Authorization Limits Implementation Procedures” put into effect with the decision of
the Board of Directors.

INTEREST RATE RISK

Interest rate risk expresses the probability of loss that the Bank may be exposed to depending on the position of financial instruments due to the movements in interest rates.
Local Governments are provided with fixed and variable interest loans by the Bank’s Board of Directors. In accordance with the provisions of the Regulation on Measuring the
Interest Rate Risk Arising from Banking Accounts with the Standard Shock Method, the interest rate risk arising from the banking accounts is calculated and it is monitored whether
it is within the limits determined in the Risk and Authority Limits Implementation Procedures. In addition, interest-sensitive assets and liabilities are compared according to their

maturities, and interest-sensitive GAP analysis is performed.

CURRENCY RISK

The currency risk refers to the probability of suffering loss due to changes in exchange rates, with reference to the foreign currency assets and obligations the banks have. The
Bank observes the provisions of the Regulation on the Calculation and Implementation of Foreign Currency Net General Position/Equity Standard Ratio by Bank son Consolidated
and Non-consolidated Basis in maintaining the relation and balance among foreign currency assets and liabilities in order to secure a foreign currency position that is in line with
its shareholders’ equity. Currency risk regarding the foreign currency loans extended by the World Bank and JICA to municipalities shall be borne by the municipalities, as per the
agreements. Currency conversion losses/gains sustained on the portions of such lendings that are used by the Bank under the rubric of “Strengthening Institutional Capacity” are
to be borne by the Bank. Asset and liability account items appearing at the ends of fiscal periods evaluated on the basis of the exchange rates announced by the Central Bank of
Tirkiye (CBRT) and the exchange rate P/L is calculated thereon.

The primary goal of the currency risk policy is to keep Foreign Currency Net General Position/ Equity Standard Ratio within legal limits within the frame of the Bank’s financial stan-
ding, current economic developments and recent trends in the market, while observing profitability and productivity. The Bank calculates and reports RMD for its foreign currency
position on a daily basis. Limits concerning foreign currency risk are set and monitored within the framework of the “Risk and Authority Limits Application Methods” approved by
the Board of Directors.

LIQUIDITY RISK

Liquidity risk is the risk that the maturity mismatch between the Bank’s assets and liabilities, increase in dull loans, problems in interest and principal collections, slow down in
cash flow, decrease in profitability, increase in cash demand, and new cash inflows cannot meet their obligations due to reasons such as decrease in cash outflows. The structural
problem, which is one of the main problems of the banking system, resulting from long-term loan utilization with short-term resources, is coupled with a financial crisis and liquidity
risk is the most important risk factor. For this reason, the Bank’s assets and liabilities are evaluated in terms of their maturities and their proforma cash flows are determined. It is
essential that liquidity surplus be covered by taking alternative returns into consideration, and that liquidity needs are met with the most cost effective resources.
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Pursuant to the 5th paragraph of Article 4 of the Regulation on Banks’ Liquidity Coverage Ratio Calculation, for development and investment banks in accordance with the Decision
of the Banking Regulation and Supervision Agency dated 12 December 2016 and numbered 7123, it has been decided that the consolidated and unconsolidated total and foreign
currency liquidity coverage ratios will be applied as 0% until the contrary is determined, but the said ratios will continue to be reported to the Agency in order to determine another
ratio for the said banks. Within this framework, the Bank calculates the Liquidity Coverage Ratio. In accordance with the “Regulation on the Measurement and Evaluation of the
Liquidity Adequacy of Banks”, the liquidity adequacy ratio is calculated by the Bank.

OPERATIONAL RISK

Operational risk refers to the possibility of loss resulting from inadequate or failed internal processes, people and systems or external events, including legal risk. Within the framework
of BRSA regulations, the Bank manages operational risk in accordance with the volume, nature and complexity of its operations and recognizes that all operational activities and opera-
tional risk management are a process involving employees. While fulfilling its duties, authorities and responsibilities, it is essential for the Bank’s personnel to be aware of the operational
risks and to evaluate their impacts, to take necessary measures to mitigate and / or prevent the risks, and to implement their activities in a conscious manner.

The Bank’s main objective is to identify, report and evaluate risks prior to the emergence of risks in operational risk management policies. Accordingly, the basic principle in operational
risk management policy is to take measures to prevent the realization of the risk. The intensification of controls on every stage of all business processes determined in the Bank consti-
tutes the most effective policy tool in operational risk management. The amount subject to Operational Risk is calculated on an annual basis using the in Basic Indicator Method ve and
included in the Standard Ratio of the Capital Adequacy Ratio of the Bank.

MANAGEMENT OF INFORMATION SYSTEMS

The purpose of the Information Systems Risk Management Policy is to determine the principles to identify, assess, monitor, control, report, and manage the risks arising out of
the use of information technologies, as well as the principles to constitute the basis of management of information systems used in the execution of the Bank’s operations. This
policy aims to ensure effective management of information technologies, which is a critical element in maintaining the operations of the Bank, by considering the management
of information systems as part of corporate management practices. The provisions of this policy shall apply for the management of the information systems of the Bank, and all
elements containing these systems. In principle, the risks arising out of information technologies shall be taken into consideration within the framework of the Bank’s operational
risk management. Considering that these risks may be factors in other risks arising out of the banking operations, it is elementary to maintain the assessment, close monitoring
and supervision within the framework of integrated risk management for the Bank.

The Bank has established “IT Risk Management Procedure”, “IT Risk Management Policy” and processes prepared by the IT Department for the management of information sys-
tems; these procedures and processes are regularly reviewed to be renewed when necessary in line with changes in the relevant business area or technological developments.
The Bank applies the Self-Assessment Methodology as a basis for determining IT risks.

In accordance with Article 4 of the Regulation on Risk Management Department and Article 46 of the “Guidelines on the Management of Operational Risk” published by the BRSA,
the Bank’s information systems risk assessment is made in the “Operational Risk Monitoring Report” prepared every 6 months.

INFORMATION ON RATINGS

The bank does not offer banking services for the market, in enterprise and commercial settings. The majority of the credits extended by the bank are credits on projects. Article
13, paragraph 5 of the Bank’s Governing Law nr. 6107 states that the provision of article 7, sub-paragraph(b), article 17, paragraph one, and provisions regarding reserves and other
safeguard provisions of law no 5411 shall not apply for the Bank.

In accordance with the special law and regulations governing the Bank, its portfolio structure is characterized by a low risk of default. Even though the Bank enjoys a robust col-
lateral structure, the assets comprising the collateral for the credits extended do not fit into the collateral categories provided in Basel Il criteria. Therefore, no rating process was

applied regarding the credit benchmarks at the Bank.

RISK PROTECTION AND RISK MITIGATION POLICIES AND THEIR CONTINUOUS CONTROL OF ITS EFFECTIVENESS RELATED PROCESSES

In order to prevent the Bank from being significantly affected by adverse events that may occur during the execution of its activities, it is essential to limit the risk levels with limits
compatible with the risk profile and risk tolerance.

Risk limits are determined by taking the opinions and suggestions of the General Manager, Audit Committee, Head of Internal Systems Group and relevant Senior Executives and
approved by the Board of Directors.

Risk limits are set in accordance with the level of risk that the Bank can take, its activities, the size and complexity of its products and services. The limits are regularly reviewed,
adapted to changes in market conditions, the Bank’s strategy and risk appetite, and periodically monitored.

In order to calculate the minimum capital requirement, values exposed to credit risk, operational risk and market risk are calculated and capital adequacy ratio is calculated over
these values. The Bank has no internal risk position and does not carry any internal hedging position.

AMENDMENTS TO THE ARTICLE AGREEMENT MADE IN 2023

No changes were made in the Bank’s Articles of Association in 2023.
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iLLER BANKASI A.S

RISK MANAGEMENT
POLICIES IMPLEMENTED PER RISK TYPE

SUMMARY FINANCIAL INFORMATION FOR THE PERIOD 2019-2023

Liquid Assets 5.706.116 14.380.050 23.505.286 39.928.633 71.280.778
Loans 28.414.386 29.588.230 33.947.835 45.687.549 65.176.685
Tangible And Intangible Fixed Assets 1.733.466 2.263.083 3.901.260 4.559.394 4.953.332
Other Assets 233550 647.967 1.581.615 2.646.174 2.483mM
Total 36.087.518 46.879.330 62.935.996 92.821.750 149.893.906
LIABILITIES 2019 ‘ 2020 ‘ 2021 ‘ 2022 ‘ 2023
Received Credits 3.922.790 8.099.955 13.397.679 23.568.228 36.145.098
Funds 10.235.636 13.546.126 19172.877 31472150 60.643.045
Reserves And Tax Obligations 333.850 402.526 606.883 112722 2.064.895
Other Liabilities 640110 698.846 1.377.084 1.254.41 1.978.023
Shareholders’ Equity 20.955132 24131.877 28.381.473 35.414.239 49.062.845
Total 36.087.518 46.879.330 62.935.996 92.821.750 149.893.906
PROFIT/LOSS ‘ 2019 ‘ 2020 ‘ 2021 2022 2023
Interest Revenues 3.460.661 3.559.376 5.317.473 6.871.460 13181.560
Interest Expenses 544787 283.239 957.005 1.680.770 3.395.895
Net Interest Revenues 2.915.874 3.276137 4.360.468 5.190.690 9.785.665
Net Fee and Commission Revenues 35.271 33.085 12.956 8.308 31773
Dividend Income 5 - - - -
Foreign Currency Profits/Loses (Net) (338) 508 (38.392) (14.542) (24.980)
Other Operating Incomes 224162 289.060 506.013 1.439.874 2.479.651
Total Operating Incomes 3174.974 3.598.760 4.841.045 6.624.330 12.552.109
Other Operating Expenses 892132 939154 1.278.399 2172.908 6.011.203
Profits Before Tax 2.282.842 2.659.636 3.562.646 4451422 6.540.906
Tax Reserves 500.776 586.410 907110 1.089.980 2.413.638
Net Profits/Loss For The Period 1.782.066 2.073.226 2.655.536 3.361.442 4127.268

ILLER BANKASI A.S. - ANNUAL REPORT 2023 | 167



ANTALYA

REGIONAL DIRECTORATE

Kiilttir Mah. 3801 Sokak
Dumlupinar Bulvari

No: 11 Kepez
Contact:
02422270512

ERZURUM
REGIONAL DIRECTORATE
Solakzade Mah. Yavuz
Sultan Selim Bulvari
No: 49 Palanddken

Contact:
04422355072

ESKIiSEHIR

KASTAMONU
REGIONAL DIRECTORATE

Kuzeykent Mah. Miralay
Halit Bey Cad. No: 10

Contact:
0366 21500 74

REGIONAL DIRECTORATE

Kirmizi Toprak Mah. Ufuktan
Sok. No:19 Odunpazari

CT INFORMATION

ANKARA
REGIONAL DIRECTORATE
Emniyet Mahallesi
Hipodrom Caddesi No: 9/21
Yenimahalle/ANKARA

Contact:
03123875204

BURSA
REGIONAL DIRECTORATE

Odunluk Mah. Lefkose Cad.

No: 9/B Mihrapli Plaza
Niltfer
Contact:
022422010 00

GAZIANTEP
REGIONAL DIRECTORATE

M. Fevzi Cakmak Bulvari
No: 108 Sehit Kamil

Contact:
034232178 50

KONYA
REGIONAL DIRECTORATE
Horozluhan Mahalllesi Yeni
stanbul Caddesi No:82
42120 Selguklu

Contact:
03322388200

TRABZON
REGIONAL DIRECTORATE

Sahil Cad. Yalincak Mevkii
Ortahisar

Contact:
0462 334 60 40

ADANA
REGIONAL DIRECTORATE
Glizelyal Mah. Adnan Kahveci
Bulvari No: 19 Cukurova

Contact:
032223506 91

DiYARBAKIR
REGIONAL DIRECTORATE

Hintlibaba Cad. No: 10
Yenisehir

Contact:
04122289750

iSTANBUL
REGIONAL DIRECTORATE

Barbaros Mah. Begonya
Sok. No: 9 Atasehir

Contact:
021637015 84

SAMSUN
REGIONAL DIRECTORATE

Mimar Sinan Mah. 115
Sokak No: 1 Atakum

Contact:
03623116500

VAN
REGIONAL DIRECTORATE
Alipasa Mah. Iskele Cad.
A-Blok No: 111 ipekyolu

Contact:
04322168093

ELAZIG
REGIONAL DIRECTORATE

Cumhuriyet Mah.
160 Sokak No: 48

Contact:
04242188871

iZMiR
REGIONAL DIRECTORATE

Halide Edip Adivar Caddesi
No: 110 Karabaglar

Contact:
02322554115

SiVAS
REGIONAL DIRECTORATE

Mimar Sinan Mah.
iller Caddesi No: 4

Contact:
0346 227 63 06

KAYSERI
REGIONAL DIRECTORATE

Kocasinan Bulvar Mevlana
Mah. No: 147 Kocasinan

Contact:
03522228924

ILLER BANKASI A.S. HEADQUARTERS

Emniyet Mahallesi Hipodrom Caddesi No: 9/21 Yenimahalle/ANKARA
Contact: 0 312 508 70 00
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iLBANK

CONSTRUCTIVE POWER OF TURKIYE

Headquarters Address

Emniyet Mahallesi Hipodrom Caddesi
No: 9/21 Yenimahalle/ANKARA

Phone : (+90 312) 508 70 00

Fax  :(+90 312) 508 73 99
ilbank@ilbank.gov.tr
http://www.ilbank.gov.tr





