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Being one of the strong and estab-
lished corporations in its sector, Giines
Sigorta conducts its activities within the
framework of the Insurance Law and
the other regulations and notifications
issued by the Undersecretariat of Trea-
sury based on this law; its activities are
mainly focused on all non-life insurance
branches such as fire and compulsory
earthquake, goods on transit, ships hull
and machineary, marine liability, motor
vehicles physical damage, motor vehicle
third party liability, casualty, aviation,
aviation liability, other lines related to
property, general liability, legal protec-
tion, credit, sickness/health, assistance
and miscellaneous financial loss.

Main shareholders of Glines Sigorta are
Tirkiye Vakiflar Bankasi T.A.O. which
is one of the most reputable banks of
our country and Groupama S.A., which
is one of the leader insurance corpora-
tions of France.

Using its insurance knowledge for meet-
ing its customers’ needs for special
products and services, structuring its
sales staff with the strength that can
support the gradually increasing objec-
tives of sales resources, adopting cus-
tomer satisfaction as an indispensable
performance criterion and ensuring that
its investors are thoroughly informed
about any issues by protecting their
rights, Gunes Sigorta is a long-estab-
lished company operating in Turkish in-
surance sector for 59 years.
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Paying meticulous care to quick policy
production, product diversification and
post-damage services using its techno-
logical infrastructure as well as its expert
employees comprising nine regional of-
fice, six financial regional offices, three
representative offices and nearly 3,000
sales channels, Glines Sigorta has been
embraced as a preferred and trusted
brand in the market.

In addition to main insurance branch-
es, the company also provides assur-
ance in every field of life with its insur-
ance products such as residence and
workplace fire package policies, theft,
personal accident, cash transfer, glass
breakage, product liability, hotel pack-
age, travel, office, doctor’s office, loss
of profit, motor own damage, traffic,
hull and machinery, general third party
liability, employer’s liability, compul-
sory personal accident for miners, travel
health, supplementary health, health in-
surance for foreign nationals, legal pro-
tection and green card. The Company
also meets the needs of business world
in various branches including commer-
cial and industrial risk insurances; air-
craft, helicopter, watercraft and land
transportation vehicles; heavy industry
and fleet insurance.

Glnes Sigorta holds ISO 9001:2008 Qual-
ity Management System Certificate and
ISO 10002:2004 Customer Complaints
Management System Certificate.
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1957

2000

» Giines Sigorta was founded. Fire,
Transportation and Accident
branches were opened.

1959

» Life Insurance branch was
established.

1969

» Engineering insurance branch was
founded for the first time in Turkey.

1974

» Agricultural insurance
branch was founded.

1980

» The shares of Istanbul Bank were
acquired by Ziraat Bank.

1986

» Giines Sigorta Sports Club
was founded.

1991

» 30% of Giines Sigorta shares
were purchased by GAN.

1992

» Giines Sigorta Women's
Volleyball Team became the
Youth League Champion.

1993

» Giines Sigorta Women'’s
Volleyball Team won the
National Championship.

1994

» Glines Sigorta offered 15% of its
shares to the public.

1997

» 1509000 Quality Management
System was initiated.

1998

» As Groupama, acquired GAN,
30% of Gines Sigorta shares
were transferred to Groupama
International.

1999

» Being a sector pioneer, Giines
Sigorta opened the Legal
Protection Insurance branch.

»
»

VakifBank Sports Club merged
with Giines Sigorta Sports Club.
VakifBank Giines Sigorta Sports
Club Girls Gymnastics Team won
the national championship.

2001

»
»

Health Insurance branch was
opened.

“Agents Council” was put into
practice for the first time in the
sector.

|”

2002

»

»

In the frame of “mini” repair
service, the first collaboration
of the sector was built with
Autoking.

VakifBank Giines Sigorta
Women'’s Volleyball Team
became the Youth League
Champion.

2003

»

»

»

»

Motor Vehicles Financial Liability
Insurance and Loan Insurance
branches were established.
Authorization was received

to convert into Individual
Pension. VakifBank Emeklilik was
founded.

Pioneering practices like
Automobile Extra and hologram
policy were put into practice.
ISO 9001:2008 Quality
Management System was
employed.

2007

»

»

Celebrating its 50th anniversary,
Glines Sigorta raised its market
share to 6.85% and ranked 5th in
the sector.

Glines Sigorta Sailing Club was
founded.

2008

»

In the insurance Summit
organized by Active Academy,
Glines Sigorta received the
Corporate Social Responsibility
Award.

2009

»

electricity need, Giines Sigorta
built a solar energy plant at its
head-office.

The insurance center sales
support team was formed to
provide assistance for bank
branches.

2010

»

»

»

»
»

1SO 10002:2004 Customer
Complaints Management
System Certificate was received.
For the first time in Turkey,

the “Early Warning System”
was offered to service as a
precaution for the frost risk in
greenhouses.

Policies were produced with
Pusula, the biggest IT project of
the sector.

Health Provision center was
founded.

Intranet connection with
Glines-net agents was built.

2011

»
»

»

United Nations Global Impact
was signed.

Glines-im, the corporate
communication platform for
Glines Sigorta employees was
put into service.

55,000 microloan holders

in Turkey were covered by
MikroSigorta.

2012

»
»

»

»

»
»

The new IT system Pusula was
fully integrated and employed.
Approximately 200 aircrafts and
16,000 employees of Turkish
Airlines were insured upon

a 4-year contract with the
company.

Active communication was
maintained via Facebook and
Twitter.

The Green Vehicle Insurance,

a policy that covers electric
vehicles with battery, was
launched for the first time in
Turkey.

Two independent members were
elected for the Board of Directors.
Insurance Ethical Principles
published by the Insurance
Association of Turkey were
adopted.

2013

»
»
»

Life insurance branch was
handed over to Vakif Emeklilik.
The number of special agencies
was increased to 1,800.

In order to produce some of its

»
»

»

Six new Financial Regional
Offices were founded.

Principal Agreement was made
to comply with the new Turkish
Code of Commerce (TCC).
E-General Assembly was held for
the first time.

»
»

»

»

»

»
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Competition Law principles
were adopted.

Social media communication
was accelerated with Facebook
insurance application and
“Glinesi Yakala” competition.
MikroKonut Insurance was
offered to service towards
low-income citizens within the
context of responsibility project.
MikroSigorta product won first
place award within the context
of European Corporate Social
Responsibility Award Program.
Armada, unique business
intelligence and data warehouse
project, was brought into life.
Glines Sigorta passed TRY 1
billion premium wall.

2014

»

»

»

Corporate webpage was
renewed in accordance with all
devices accessing to Internet
and freedom for easy operating
was provided to visitors.
Chance for winning travel
abroad was provided to
agencies with Gilines Puan
practice.

Health Insurance for Foreign
Residents (YBU) policies started
to be produced from the
agency.

2015

»

»
»

»

»
»

Glinesim Complementary

Health and iksir products were
launched for sale.

Legal Protection product was
launched for sale.

Mine Workers Compulsory
Personal Accident

Insurance product against

the occupational risks of
mineworkers.

Centralization studies were
completed for recourse, damage
and accounting procedures
(Except Cyprus Regional Office).
Direct Sales structuring was
completed.

Istanbul Central Regional
Management was closed with all
of its functions and affiliated with
Istanbul West Regional Office.

2016

»

»

»

Transition of health policies
to Pusula application was
completed.

Policy proposal screen was
created over the Company’s
website.

Issued capital was increased
from TRY 150,000,000 to TRY
270,000,000.
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Gunes Sigorta’s Mission,

Vision and Values

OUR VISION

OUR VALUES

To pioneer change in the insurance in-
dustry, to create value for stakeholders
and be the most preferred provider in
the industry.

OUR MISSION

To understand the needs of the cus-
tomer and offer creative solutions with
a customer oriented perspective.

To contribute to the improvement of
the standards in the insurance industry
and to create public awareness.

To offer the highest benefit to stake-
holders with our current strategic di-
rection and the ever-growing human
resources.

In order to provide you with the

best possible service, Gunes Sigorta
has strengthened its commitment

to customer satisfaction through
comprehensive strategies and
efforts that aim to improve customer

relations processes.
|
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» Pioneer in Change

» Reliable

» Progressive

» Making a Difference
» Result Oriented

» Customer Oriented

OUR CUSTOMER RELATIONS
POLICY

In line with our high-quality policy that
was established through our mission, vi-
sion, and core values, we also believe in
the enormous importance of customer
satisfaction created by our products
and services. In order to provide you
with the best possible service, Glines
Sigorta has strengthened its commit-
ment to customer satisfaction through
comprehensive strategies and efforts
that aim to improve customer relations
processes.

As a result, we are proud to announce
that following the audits by the Ameri-
can Systems Registrar (ASR), an inter-
national certification agency, our high
quality customer service has been
granted an ISO 10002:2004 Customer
Complaints Management System Cer-
tificate, a certificate given to very few
companies in the insurance industry.
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CORE PRINCIPLES

»

»

»

»

»

»

»

»

Accessibility

Thanks to a variety of communica-
tion means provided by the Com-
pany, customers are able to access
us easily in order to share their com-
plaints, information demands, sug-
gestions, or satisfaction levels with
us.

Availability of Information
Customers are also able to receive
any information they request in the
shortest time and in the fastest way
possible.

Fast Feedback

Responding promptly to all custom-
er requests is among the basic priori-
ties of our Company.

Solution Emphasis
Fast and effective solutions are tai-
lored to customer needs.

Objectivity

In addition to assessing and handling
all customer requests objectively,
we also believe that objectivity is es-
sential when seeking solutions.

Confidentiality

Use of any personal information ob-
tained through customer requests
are restricted by law and bound to
the principle of confidentiality.

Customer Focus

A customer-oriented policy is pur-
sued to provide customers with the
best service and to ensure that cus-
tomer expectations are fully satis-
fied.

Initiative Taking

Employees are encouraged to take
initiative and to make necessary
decisions when required in order to
meet customer needs in the shortest
possible time and to maintain maxi-
mum levels of customer satisfaction.

»

»

»

»

»

Customer Engagement
Customers are kept informed of the
assessment and solution-seeking
efforts in the management of their
requests and are able to be actively
engaged in the process.

Accountability

Assessment, solution-seeking ef-
forts, status codes, and results of
customer requests are reported and
monitored.

Internal Information Exchange
Customer relations activities are
shared and monitored within the
Company.

Continuous Development
Customer suggestions and ideas
are carefully assessed and used as a
source for continuous improvement
efforts.

Professionalism

Customer demands are answered by
our qualified employees in a profes-
sional manner.

2016 ANNUAL REPORT | GUNES SIGORTA
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SUBSIDIARIES

Giines Sigorta's

Giines Sigorta's Capital of the

° Subsidiaries Participation (000 TRY) Share in Capital (%) Subsidiary (000 TRY)
Shareholdine Structure and R o e o
Vakif Emeklilik A.S. 9,832 37.10 26,500
Taksim Otelcilik A.S. 4,790 1.43 334,257
Vakif Gayrimenkul Yatirm Ortakhigr A.S. 3,709 1.74 213,000
° ° Vakif Faktoring Hizmetleri A S. 3,070 13.71 22,400
Vakif Pazarlama ve Ticaret A.S. 2,952 9.76 30,241
ln a n Cl a a a u l I l l I l a ry Vakif Menkul Kiymetler Yatirim Ortakligi A.S. 2,200 11.00 20,000
Vakif Enerji ve Madencilik A.S. 1,504 1.77 85,000
Vakif insaat Restorasyon ve Ticaret A.S. 1,004 2.92 34,330
Turk P ve | Sigorta A.S. 1,000 16.67 6,000
Tanim Sigortalar Havuz isletmesi A.S. 220 4.7 5,283
Vakif Yatirim Menkul Degerler A.S. 88 0.25 35,000
TOTAL 43,982
The capital increase process initiated in  Gilines Sigorta’s principal shareholder
relation to Glines Sigorta’s capital. strqc- is Turkiye Vaklflfar Bankasi T.A.O. wi-th PRIMARY FINANCIAL INDICATORS
ture upon the resolution on capital in-  a 48,20% stake in the company and its
crease taken by the Board of the Direc-  second biggest shareholder is Group- Financial Indicators (000 TRY) 2016 2015
tors on 20 July 2016 was registered upon  ama S.A,, one of the world’s leading in- Total Assets 1,756,036 1,686,797
its publication in the Official Gazette on  surance corporations holding a 20,00% Total Liabilities 1,322,841 1,230,694
30 December 2016; and through the pub-  stake in the company. With its shares Paid-in Capital 270,000 150,000
lic offering of shares with the nominal traded at BIST National Market under Shareholder's Equity 433,195 306,102
value of TRY 120,000,000 our Company’s  the ticker GUSGR, The Company’s mar- Gross Claims Paid 1,372,978 1,288,379
issued capital was increased from TRY ket value totalled TRY 283,500,000 by General Expenses (757,106) (696,397)
150,000,000 to TRY 270,000,000. The 30 December 2016. Financial Income (89,408) (88,490)
new capital structure is shown below. Financial Expenses 82,850 100,242
Financial Profit (89,647) (91,510)
CAPITAL AND SHAREHOLDER STRUCTURE Income on investments (6,797) 8,731
Gross Technical Profit 66,411 (106,723)
Shareholders Share(%) Share Value(TRY) Technical Part Balance 17,922 (142,886)
Tiirkiye Vakiflar Bankasi T.A.O. 48.20 130,142,843 Net Profit (50,762) (162,569)
Groupama S.A. 20.00 54,000,000
Tirkiye Vakiflar Bankasi Vakifbank Personeli Ozel Sosyal Giivenlik Hizmetleri Vakfi 10.00 27,000,000 FINANCIAL ANALYSIS RATIOS
Turkiye Vakiflar Bankasi Memur ve Hizmetlileri Emekli ve Saglik Yardim Sandigi Vakfi 5.01 13,527,000 Capltal Adquacy Ratios . 2016 (%) 2015 (%)
Written Premiums / Shareholder's Equity 317 421
Offered to Publicx 16.79 45330157 Shareholder's Equity / Total Assets 25 20
TOTAL 100 270,000,000 Shareholder's Equity / Technical Reserves (Net) 42 33
(*) Public offering rate is 30.03% with additional shares of Groupama SA having 0.10% and Vakiflar Bankasi T.A.O. having 13.14%. Ratios Regarding Asset Quality & Liquidity 2016 (%) 2015 (%)
Liquid Assets / Total Assets 38 33
Liquidity Ratio 52 42
(%) 16.79 .
@ Tirkiye Vakiflar Bankasi T.A.O. Current Ratio 91 84
@ Groupama SA. Receivables from Premium and Reinsurance / Total Assets 22 26
@ Tirkiye Vakifiar Bankas! Vakifbank Receivables from Agencies / Shareholder's Equity 48 68
(%) 48.20 Personeli Ozel Sosyal Giivenlik
(%) 5.01 Hizmetleri Vakfi Operational Ratios 2016 (%) 2015 (%)
. Retention Ratio 55 56
Turkiye Vakiflar Bankasi Memur ve - - - ; ; ;
Hizmetlileri EmeKli ve Saglik Yardim Claims Paid / (Claims Paid + Outstanding Claims) 47 43
(%) 10.00 Sandigi Vakfi
Profitability Ratios 2016 (%) 2015 (%)
@ Offered to Public Loss Ratio (Net) 80 104
Gross Technical Profit / Written Premiums 5 -8
(%) 20.00 Financial Profit / Written Premiums -05 1
(&’ Net Profit / Written Premiums -4 -13
Gunes Sigorta’s principal shareholder is Turkiye Vakiflar Bankasi T.A.O., which controls a 48,20% stake in the company. Its second Net Profit / Shareholder's Equity -12 -53

BORSA, biggest (20%) shareholder is Groupama S.A., one of the world’s leading insurers. Giines Sigorta shares are traded at Borsa Istanbul

(*) Gross technical profit refers to the operating profit from insurance activities calculated through subtraction from the technical
section balance of the investment income transferred to technical section and deduction of general expense accounts.

ISTANBLIL  national market under the ticker GUSGR. As of Dec 30, 2016, the company’s market value totaled TRY 283,500,000

o
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Message from

the Chairman of the BoD

In 2016, we have experienced a year full
of action on a global scale. Despite the
economic slowdown which we consid-
ered transient, Turkey has re-attained
its place among the growing economies
of the world in 2016 with its generally
dynamic structure.

Within the year, the United Kingdom
decided to leave the European Union
(Brexit). The presidential elections in the
USA has remained as a topical issue on
the agenda of the entire world. In addi-
tion, the market perception that grew
stronger indicating that the period of
monetary expansion and low interest
rates which started after the economic
crisis in the USA in 2008 has now come
to an end created pressure on the finan-
cial markets of developing countries in
particular.

In Turkey, the 4.5% growth achieved in
economy in the first two quarters de-
celerated in the third quarter. While the
annual inflation rate was recorded as
8.53% based on the Consumer Prices In-
dex (CPI), the increase in exchange rates
particularly towards the end of the year
adversely affected nearly all sectors.

By the way, there were various giant
projects implemented in Turkey in 2016,
i.e. Osman Gazi Bridge constructed over

INTRODUCTION |

economy disclosed several packages of
actions and incentives for relieving both
the real sector and the labour market.

Being one of the sectors reflecting the
high growth potential of our country,
insurance sector displayed a rate of
growth as high as 30.5% in 2016. After
inflation adjustment, the real growth in
the sector was realized as 20.2%. These
rates demonstrate an extraordinarily
high growth when compared with the
growth rates of 5.4% and 2.4% observed
around the world in 2016 in life insuranc-
es and non-life branches, respectively.

The process experienced in relation to
Traffic insurance is one of the important
developments that makes the year 2016
special. | think that the normalization ex-
perienced in 2016 in the field of Traffic
insurances that have become a serious
problem for the sector, writing off a loss
of TRY 7 billion in 2015, has been a posi-
tive and significant development for the
industry. It is clear that there is a need
for a general strategic approach towards
development of different branches by
decreasing the sector’s dependency on
motor vehicle insurances. | think that the
year 2016 constituted a milestone for
the future periods in this sense.

As Glines Sigorta, we act with the mis-
sion of pioneering in diversification of
products on the market and the trend
towards high value-added products.
We are very glad to see that the new
products that we have placed on the
market in the recent years have been
adopted and are constantly growing.
This contribution that we make in the
insurance sector, the biggest assurance

CORPORATE MANAGEMENT | FINANCIAL INFORMATION AND RISK MANAGEMENT

for the assets and values in economy, is
the source of pride for us beyond any
and all success stories.

Having continued its existence for over
60 years thanks to its strong structure
and modern banking methods and appli-
cations, Giines Sigorta has increased its
capital with the great support received
from our principal shareholder Tirkiye
Vakiflar Bankasi and further strength-
ened its position in the sector in 2016.
Our Company will continue to use this
strength for innovative products that it
develops considering the needs of our
economy, our sector and our people.

On behalf of our Board of Directors and
myself, | would like to express my grati-
tude, particularly to all our sharehold-
ers and Gunes Sigorta employees who
have shared all their energy and knowl-
edge with us, thus contributing in the
achievement of this point of proud for
our company that will celebrate its 60th
year in 2017, and to all our stakeholders
that have always stood by us with their
support.

Yours sincerely,

Halil AYDOGAN
Chairman of the Board of Directors

As Gunes Sigorta, we consider this
contribution that we make in

the insurance sector, the biggest
assurance for the assets and values

in economy, as the source of pride for

us beyond any and all success stories.
|

the Gulf of Izmit, Yavuz Sultan Selim
Bridge and Avrasya (Eurasia) Tunnel
connecting both sides of Istanbul Strait.
The governmental management of

10 GUNES SIGORTA | 2016 ANNUAL REPORT 2016 ANNUAL REPORT | GUNES SIGORTA 11



Message from

the General Manager
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Dear our Stakeholders,

Despite all the adversities experienced
all around the world, Turkish Insurance
industry continued to grow and to sup-
port the economy in 2016; total premi-
um production reached TRY 40.49 billion
displaying an annual rate of increase by
30.5%. Although the 72.7% growth in
traffic branch had a considerable im-
pact, the figures achieved in non-traffic
branches have demonstrated again the
high growth potential of insurance sec-
tor in Turkey despite the negative con-
ditions.

Having started the year 2016 after com-
pletion of its centralization projects
initiated for increasing operational effi-
ciency, Glines Sigorta continued to un-
dertake change leadership in the sector.

Having closed the year 2016 with 3.9%
market share and a premium production
figure of TRY 1.37 billion, Glines Sigorta
stands out not only with its products
distinguishing it within the sector, but
also with its strong financial structure
based on the strategic trends that it has
developed based on the principles of
profitability, operational efficiency, sus-
tainable growth and stakeholder satis-
faction; thus, gradually strengthening its
position within Turkish insurance sector.

The increase of our company’s issued
capital from TRY 150 million to 270 mil-
lion upon the capital increase decision
taken in 2016 has further strengthened
Glines Sigorta, turning it into the strong-

INTRODUCTION |

hold of the insurance sector. This devel-
opment has also enabled Giines Sigorta
to attain a good place in the market in
terms of capital adequacy ratio. In ad-
dition, the loss written off in 2015 due
to the legislative changes with regard
to the method of calculation of provi-
sions that are set aside, the prolonged
court proceedings related with physical
injury claims and traffic insurances have
significantly decreased in 2016. While
our Company’s size of assets increased
from TRY 1.53 billion to TRY 1.76 billion;
its shareholders’ equity increased from
TRY 306 million to TRY 433 million.

Having spent a year focused on profit-
ability, Glines Sigorta displayed a 7%
growth in premium production under
the impact of its non-growth strategy in
Traffic insurances.

Onthe other hand, our company focused
its attention on encouraging campaigns
and trainings, by continuing its activi-
ties towards expanding its market share
in non-auto branches and increasing its
growth rate in this field creating a high
added value for our company in 2016.

Our Company anticipates that the com-
panies and agencies that are financially
strong and institutionalized, offering val-
ue added products by closely monitor-
ing their customers’ changing demands
and requirements and properly using the
technology will survive in the long run;
thus, it develops its product portfolio
and pricing structure accordingly.

One of the important steps taken by
our Company in 2016 is the transition
of its entire health branch to Pusula
system, which is followed by another
step taken with Complementary Health
Insurance. | think that Complementary
Health Insurance branch will display a
great growth in 2017. We anticipate that
the penetration rate and the prestige of
insurance in Turkish insurance industry
will further increase thanks to such in-
novative products.

CORPORATE MANAGEMENT | FINANCIAL INFORMATION AND RISK MANAGEMENT

In 2017, with the expectation of over-
coming the economic slowdown in Tur-
key and creation of a more positive en-
vironment that will eliminate the nega-
tive impacts caused by the international
conjuncture, we wish that the insurance
sector that already has a high growth
potential will attain an environment
where it can better utilize this capacity.
As Glines Sigorta, we aim to increase our
premium production and profit genera-
tion capacity through a right resource
-right branch- right product strategy
and the actions towards increasing op-
erational efficiency in such a positive

environment.

| would like to take this opportunity
to express my gratitude to all our em-
ployees that worked devotedly spar-
ing no efforts in order to enable Glines
Sigorta to attain a better place in 2016,
to our main shareholder Tirkiye Vakiflar
Bankasl that always stood behind us
with its support, to our agencies that are
a part of our family, and to all our insur-
ance holders and our stakeholders that
played an important role in the advance-
ment of our company with their trust
that they showed to Glines Sigorta.

Yours sincerely,

Serhat Siireyya CETIN

General Manager

As Gunes Sigorta, we aim to increase
our premium production and profit

generation capacity through a right
resource -right branch- right product
strategy and the actions towards

increasing operational efficiency.
|
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In the year 2016 that has taken over many
problems from the previous period, the
issue of stagnation that was the most
important one could not be overcome
and a permanent balance could not be
achieved in the global economy despite
the 30 quarters that have elapsed since
the global crisis. Despite the decline in
the countries in Asia-Pacific region that
have taken up the locomotive role in the
global economy for years, the growth
has also continued in 2016; however,
the weakness in growth observed par-
ticularly in the European Union states
has become almost chronic. The failure
in achievement of the desired stable
growth despite all the measures taken
causes a slowdown in the international
trade, thus resulting in a shrinkage of
trade volume. In its meeting dated 8 De-
cember 2016, the European Central Bank
(ECB) declared that it would not change
its policy interest that it kept at zero lev-
el. The ECB announced that it would con-
tinue its asset-buying program of 80 bil-
lion euros which was due to end in March
2017 until the end of the year, but its size
would be cut to 60 billion dollars.

The uncertainty caused by the UK’s deci-
sion to leave the European Union (Brexit)
in the middle of the year was considered
by IMF as a “development entailing sub-
stantial negative risks for the world econ-
omy”, thus causing the global economic
growth expectation to be revised from
3.2% down to 3.1% for 2016. Since Brexit
will cause a shrinkage in the EU market
having the largest share in Turkish ex-
ports, it also entails risks for our country.

Since the improvement observed in the
economic data in US economy since the
second half of the year created a posi-
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Economic Outlook in 2016

tive expectation in general, the growth
in 2016 was below the expectations and
realized at the level of 1.6 percent, the
lowest level after that in 20711. The ex-
change rate of dollar that started to rise
under the impact of the American Central
Bank’s (FED) rate hike expectations and
the global developments broke succes-
sive records upon the election of Donald
Trump. On the other hand, the speeches
given by Trump during his election pro-
cess has created the impression that a
new era is beginning in the USA; and the
uncertainties caused by it have increased
the risk perception, particularly towards
the developing countries.

However, the unemployment rate in the
USA is at the pre-recession levels with
the rate of 4.6%; and the forecasts for
economic growth in 2017 have increased
from 2% to 2.1%. Having increased inter-
ests by 25 basis points to the range of
0.50% - 0.75% in December, FED is ex-
pected to raise interests more rapidly in
the upcoming period.

Although the desired speed towards 2%
inflation target set by the Central Bank of
Japan could not be achieved in 2016, the
growth rate that was announced as 0.5
percent in the third quarter was revised
down to 03%. Although the Chinese
economy displayed its slowest growth
of the last 26 years with the growth rate
of 6.7%, it maintains its low, but balanced
growth trend. The Indian economy con-
sidered as the new locomotive of the
global economy is expected to grow in
line with IMF’s 7.5% growth forecast.

In addition to the factors like low com-
modity prices, low interest rates, low
volume of trade and low growth rates,
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which outlined the global economy in
2016; political risks, conservative policies,
geopolitical conflicts and terrorist attacks
have been the other factors intensifying
the uncertainties and creating pressure
on economic activity.

In the Turkish economy that was ad-
versely affected by these developments,
there is a remarkable slowdown in terms
of growth indicators. Having grabbed at-
tentions with high growth rates after the
2008 crisis, Turkish economy has lost its
speed of growth in part due to the de-
creased investment appetite and the
decline in the private investment expen-
ditures depending on the heavy concen-
tration of geopolitical risks in the recent
years and the increased uncertainties
caused by the global economy.

Turkish economy left behind a difficult
year under the impacts of regional and
global developments in 2016; the growth
that started the year relatively rapidly
displayed a negative trend in the third
quarter and the economy shrunk by 1.8%
for the first time after 27 quarters. In the
Medium-Term Program announced by
the government in October, the growth
forecast for 2016 was reduced from 4.5%
to 3.2%. Similarly, the current deficit/GDP
target for 2016 was revised from 3.9% to
43%; the unemployment rate was re-
vised from 10.2% to 10.5%; and the ratio
of central administration budget deficit
to GDP was revised from 1.3% to 1.6%.

The appreciation in US dollars against

TRY under the effect of the global devel-
opments broke successive records upon
the election of Donald Trump. While the
Central Bank of the Republic of Turkey
put various decisions into implementa-
tion in order to decelerate the rapid in-
crease in foreign exchange rates, the call
to support TRY has gained support from
citizens as well as the public and private
sectors. On the other hand, the govern-
ment announced various reform mea-
sures for relieving the real sector, export-
er, SME (Small Medium Enterprises) and
labour market throughout the year.

In the year 2016 during which various
important economic and political
changes were experienced on a global
scale, difficulties and uncertainties
have increased; and the global
growth has maintained its weak and
vulnerable outlook. There has been

a slowdown observed also in Turkish
economy under the impacts of global

and regional adversities.
|
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Expectations

GENERAL OUTLOOK OF
GLOBAL INSURANCE BUSINESS

Although general economic conditions
continued to negatively affect the in-
surance industry in 2016, the insurance
premium volume continued to grow also
in 2016 thanks to the increased insur-
ance penetration rate and strong growth
trends observed particularly in the de-
veloping markets.

Global insurance industry interacting
with the global macroeconomic and fi-
nancial environment was adversely af-
fected by the weak economic growth,
low inflation rates, volatile financial mar-
kets and low interest also in 2016. Premi-
um increases since the crisis have contin-
ued to remain below the pre-crisis levels
in general. Technical profitability is under
pressure; and the prolonged low income
environment especially depreciates the
capitals of the companies offering long-
term life insurance products. Non-life
branches are subject to the steady mar-
ket conditions particularly in the devel-
oped economies.

According to Swiss Re data, the insur-
ance premium volume in the world has
increased by 5.4% in life insurances and
2.4% in non-life branches in 2016.

The global non-life premium produc-
tion further slowed down compared to
the 3.0% growth in 2015 and displayed a
growth by 2.4%. The premium increase in
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Global and Turkish Insurance

Industries General Outlook and

developed economies fell from 2.5% to
1.7% due to the weak economic growth
and low prices in business insurance
products. In the developing markets,
non-life premium production displayed
a somehow higher performance with
a rate of 53% in 2016 compared to the
previous year; but it remained quite be-
low the 8% growth observed between
2010-2014. The growth in the developing
markets is mostly caused by the motor
vehicle insurances accounting for nearly
60% of the total non-life market in such
markets.

The investment incomes of the insurance
companies operating in non-life branch-
es are declining due to the decreased in-
terest rates. According to the forecasts
of the Insurance Information Institute,
the net investment incomes of non-life
insurance companies in the USA which
were recorded as 4.5% in 2007 and 3.6%
in 2015 have fallen to 3.1% in 2016. Policy
and pricing issues become even more
important in an environment with gradu-
ally decreasing interest incomes.

There has been a decline in premium
prices in the non-life insurance mar-
ket and branches depending on the in-
creased competition and stagnant eco-
nomic conditions all around the world.
By the third quarter of 2016, the decline
in business insurance prices observed
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for 14 successive quarters has continued
(-3.6%). The relaxation in the market also
creates pressure on technical profitabil-
ity, making it much more difficult to at-
tain.

As for life insurances; it is estimated that
the global premium production that in-
creased by 5% in the previous year has
grown by 5.4% in 2016. While the pre-
mium increase in developed economies
fell from 3.4% to 2% in 2016, the devel-
oped economies of Asia-Pacific region
and the developing Asian countries have
been the main driving force behind the
global life insurance sector. Considering
merely the developing economies, it is
estimated that the premium increase in
life insurances which was at the level of
13.2% in 2015 realized as 21.1% in 2016.

In life insurance sector, the premium
increase is expected to get stronger
compared to non-life branches in the
following years. According to the report
by Swiss Re, new markets providing a
positive outlook with a stable economic
growth, increased population, urbaniza-
tion and the rising middle class will be
the main driving force behind the life
branch that is expected to grow by 4.8%
in 2017 and 4.2% in 2018. China will con-
tinue to make strong contributions in
the insurance industry with its insurance
penetration ratio expected to increase
from 3% (2014) to nearly 5% until 2020.

The prolonged low-interest environment
in developed economies has continued
to remain as one of the most important
issues for life insurance companies also
in 2016. Low interest rates as well as the
gradually decreasing bond yield follow-
ing Brexit have decreased investment
incomes and impaired capital value and
more importantly, profitability.

The surveys and researches conducted
among insurance companies show that
legal regulations constitute the most
alarming risk factor for the industry in
addition to low interests. The difficulties
of adaptation to new regulations and
extra costs that will arise during such
adaptation process cause anxiety in the
sector. Enforced in the European Union
states in this context as of 1January 2016,
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Solvency Il brings forth much more so-
phisticated and comprehensive regula-
tions. On the other hand, natural disas-
ters increased by global climate changes
and the cyber risks that may result from
software bugs and data security viola-
tion, etc. are the main sources of concern
for the sector.

GLOBAL DAMAGES

2016 has been a year during which numer-
ous destructive earthquakes and global
warming-related damages were fre-
quently experienced. The losses caused
by natural disasters in 2016 reached the
highest figure of the last four years with
an amount of 175 billion dollars; the por-
tion of 50 billion dollars (nearly 30%) of
such losses were covered by insurance
companies. The earthquake experienced
in Japan, the flood that occurred in Chi-
na, the hurricanes in the USA and a series
of storms in Europe and forest fires in
Canada had been the factors increasing
the losses caused by natural disasters.

The two earthquakes that happened in
Kyushu Island in the Northern Japan in
April were the most costly ones among
the natural disasters that happened in
2016. While the said earthquakes caused
a loss of 31 billion dollars, it was under-
stood that less than 20 percent of the
loss was insured. The earthquake in Ja-
pan was followed by the floods that
happened in China in June and July and
caused a loss of nearly 20 billion dollars.
It was recorded that nearly 2 percent of
the loss in China was insured.

Global insurance industry interacting

with the global macroeconomic and
financial environment was adversely
affected by the weak economic

growth, low inflation rates, volatile

financial markets and low interest

alsoin 2016.
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Global and Turkish Insurance Industries

General Outlook and Expectations

Hurricane Matthew that occurred last
year in the USA and devastated Carib-
bean islands in Haiti has been considered
among the most destructive events of
the year causing a loss of 10.2 billion dol-
lars.

INSURANCE IN TURKEY

Total insurance premium production in
2016 increased by 30.5 percent compared
to the previous year and reached TRY
40 billion 487 million. Of such premium
production, the portion of TRY 35 billion
and 448 million was obtained from el-
ementary branches while the portion of
TRY 5 billion and 39 million was obtained
from life insurances. The growth rate in
non-life branches was 30 percent while
the growth rate in life insurances ap-
proached to 34 percent.

The industry that displayed a real growth
rate of 10 percent in 2015 realized a 20.2
percent real growth in 2016. With 72.7
percent nominal growth in premium
production, the compulsory motor third
party liability (Traffic) insurances that
reached the production figures of TRY 12
billion and 931 million maintained its lo-
comotive role in 2016. The growth rate of
the land vehicles branch (Motor Vehicle
Own Damage Insurance) remained at a
relatively limited level and was realized
as 11.2 percent. The growth rates by main
branches were recorded as 23.0 percent
in sickness/health; 19.6 percent in casu-
alty; 17.5 percent in other lines related to
property; 9.9 percent in fire and compul-

Despite the slowdown experienced in
Turkish economy, insurance industry
has been one of the fastest-growing
sectors in 2016. It is estimated that
the sector will achieve a double-digit
growth rate in 2017.
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sory earthquake and 7.7 percent in gen-
eral liability branch.

Despite the slowdown experienced in
Turkish economy, insurance industry has
been one of the fastest-growing sectors
in 2016. Traffic insurances had a great
contribution in such growth. The aver-
age premium increases observed in the
second half of the year 2016 compared
to 2015 became balanced and stabilized
at a certain level. The trend of increase in
premiums has come to a halt as a result
of resolution of some problems causing
insurance companies to increase their
prices through the notifications made in
the Highway Traffic Law.

Development of a strategy for reducing
the sector’s dependency on motor in-
surances and development of different
branches has become one of the fre-
quently debated items on the agenda in
2016. The transition to Solvency Il regime
that was enforced as of 1 January 2016
within the framework of the alignment
with the European Union acquis, which
was to be conducted under a healthy
plan, has been another important item
on the agenda of insurance sector.

As for the future; although the insurance
sector is expected to display some slow-
down in 2017 due to the decline in the
growth rate of traffic insurance, it is still
estimated that it will achieve a double-
digit growth rate. The adverse impacts
of the rapid increase in exchange rates
on the claim costs and the general slow-
down in economy are expected to be
the main factors that will decelerate the
growth in the sector.

The table below shows the sector’s total
premium production results by Treasury
branches in 2016 in comparison with the
figures of the previous period:
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BRANCHES (Milion TRY) 2016 Share (%) 2015 Share (%) Increase (%) RealIncrease (%)
CASUALTY 1,432 4.04 1,197 4.39 19.64 10.24
SICKNESS/HEALTH 4,226 11.92 3,437 12.60 22.98 13.31
MOTOR VEHICLES PHYSICAL DAMAGE 6,171 17.41 5,551 20.36 11.16 2.42
RAILED VEHICLES 0.01 0.00003 0.02 0.0001 -34.26 -39.42
AVIATION 106 0.30 75 0.28 40.04 29.04
SHIPS HULL AND MACHINERY 178 0.50 17 0.65 0.36 -7.53
GOODS ON TRANSIT 549 1.55 534 1.96 2.88 -5.21
FIRE AND COMPULSORY EARTHQUAKE 4,828 13.62 4,391 16.11 9.94 1.30
GENERAL DAMAGES 3,499 9.87 2978 10.92 17.49 8.25
MOTOR THIRD PARTY LIABILITY 12,931 36.48 7,486 27.46 72.73 59.15
AVIATION LIABILITY 129 0.36 123 0.45 4.48 -3.73
SHIPS HULL AND MACHINERY LIABILITY 22 0.06 17 0.06 31.98 21.60
GENERAL LIABILITY 816 2.30 758 2.78 7.66 -0.80
CAUTIO 172 0.48 185 0.68 -7.35 -14.63
BOND 30 0.09 29 0.11 4.25 -3.95
FINANCIAL LOSSES 235 0.66 227 0.83 3.65 -4.49
LEGAL PROTECTION 123 0.35 96 0.35 28.43 18.34
ASSISTANCE 3 0.01 3 0.01 -19.92 -26.21
NON-LIFE 35,448 87.6 27,264 87.9 30.0 19.8
LIFE 5,039 12.4 3,761 12.1 34.0 23.4
TOTAL 40,487 100.0 31,026 100.0 30.5 20.2
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2016-2018 Strategy Map 2016 in Gunes Sigorta

Gunes Sigorta identified four strategic directions under its strategic plan
shaped to steer its activities in 2016. Four strategic directions and the related

subheadings specified in the Strategy Map for 2016-2018 are as follows: ORGANIZATIONAL STRUCTURING

PROJECTS

tomer Relations Unit connected to
the Marketing Department.

» Health Insurances Sales Department
was established as a department po-

PROFITABILITY

OPERATIONAL EFFICIENCY

» Transition to Efficient Expense
Management and Cost Accounting

» Increasing Operational Efficiency
through Continuous Change and

» General Accounting Department was

restructured as General Accounting
and Financial Reporting Department.
In addition, the Fund Management
Department was closed down and
connected to the General Accounting

sitioned under and reporting to the
Assistant General Manager for Mar-
keting and Sales Management.

THE COMPANY
ACHIEVED A MORE

RESTRUCTURED PROCESSES, EFFICIENT STRUCTURE

” Increasing Technical and Financial Development and Financial Reporting Department. PROCESS IMPROVEMENT AND IT THROUGH THE
Profitability » Development of Efficient Risk ” Istanbul Claims Management Depart- APPLICATIONS ORGANIZATIONAL
- . ment was renamed as Claims Control REGULATIONS MADE IN
» Efficient Collection and Cash Flow Management and Control and O : . ;
Mechanisms through System perat|on. pepartment, Claims . . ) ) 2016
Management S t and Standardized Control and Training Department was  Creation of Online Traffic Policy
» Growth in Profitable Branches Ruppotr_ and >tandaradize closed down and Logistics and Supply ~ Proposal Screen
through Effective Portfolio eporting Management Department was estab- A project was developed offering the
Management % Transfer of Manually-conducted lished. capability to give offers for traffic prod-
Business Processes to Digital » Strategic Planning and Management  uct through receiving vehicle and in-
Environment, making them Systems Development Department sured details over Giines Sigorta web-
Measurable and Reportable and Project Management Office and  site. Similarly, studies were conducted
”» Development of a Planned and Demand Management Department for creating traffic product proposals
Organized Work Environment in were combined into the Strategy, also over the Insurance Information and
Cooperation Project and Demand Management Monitoring Center (IIMC).
Department positioned under and re-
SUSTAINABLE AND BALANCED porting to the Assistant General Man-  Integration of Legal Files with
GROWTH STAKEHOLDER SATISFACTION ager for Strategy and System Manage- ~ Document Management System (DMS)
AND LOYALTY ment. Within the scope of our objective of in-
» Corporate Architecture Department  Creasing operational efficiency, a digital
» Increasing the Share of connected to the Information Tech-  archive was created by loading legal
Bancassurance » Increasing Employee Loyalty and nologies Group Management was files into Pusula system; thus making
» Profitable Growth through Right, Motivation closed down. such files accessible over the system.
Dynamic and Competitive Pricing » Increasing Satisfaction and Loyalty » Agricultural Insurances Department . o
and Lean Products of Customers, Agencies and was converted into a unit and posi- ~ Business Continuity Management
» Efficient Campaign Management Business Partners tioned under the Non-Auto Insurances Business Continuity Management Sys-
. . » Increasing Brand Awareness Department together with its existing ~ tem was put into |rnplemer1ta.t|on in or-
% Ensuring Business and Technology 9 personnel. der to ensure service continuity due to
Continuity » Upgrading the Channels of Direct » Customer Relations, Claims Informa-  the business requirements, insured sat-
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Communication with Customers up
to the Call Center Standard

tion Center and Health Customer Ser-
vices Units were combined under Cus-

isfaction and management’s expecta-
tions. Business Continuity Management
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2016 in
Gunes Sigorta

refers to the entirety of processes and
plans ensuring continuity of an orga-
nization’s critical business functions in
case of a failure or disaster, regardless
of its type and reason. In this context,
our company’s critical business process-
es were identified; and business recov-
ery plans were prepared for such critical
business processes, which would be im-
plemented in case of a business disrup-
tion. Risk analyses of critical processes
were conducted using the risk analysis
digitalization model developed as a
tailor-made model for the organization.
The business continuity plans prepared
as such were evaluated in terms of exis-
tence, accuracy, quality, and applicabili-
ty; and drills were conducted in order to
ensure that such plans yield the desired
results when implemented. In addition,
trainings were organized in order to in-
form the personnel before the incident
and to increase their awareness.

Migration of Health to Pusula

The health application running on IT Hu-
man system was migrated to Pusula sys-
tem and it was ensured that the report-
ing could be conducted over Armada.

Reassurance Management
All reassurance processes were re-
viewed under the scope of the project;
and the deficiencies and areas for im-
provement in the current applications
and system were identified.

Ship Data Integration

In order to eliminate the controls manu-
ally conducted for checking various ship
data required pursuant to reassurance
agreements and the related entries, it
was ensured that ship data could be
automatically retrievable thanks to an

In 2016, Business Continuity
Management System was put into
implementation in order to ensure

service continuity
failure or disaster.

in case of a
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international database integrated with
Pusula system.

Establishment of MASAK

(Financial Crimes Investigation Board)
Authorization Structure

Systematic authorization mechanisms
were established in order to control
proper receipt of the required docu-
ments for the policies above TRY 20,000
under the scope of legal compliance
activities and it was ensured that the
related reports could be arranged duly.

e-Invoice Pusula Integration

It was ensured that e-invoices sent to
our Company could be filtered accord-
ing to various rules, transferred to Pu-
sula and distributed to the related units
and then accepted or rejected, and if
necessary, return invoices could be is-
sued.

Voice Recording System

A voice recording system is used in or-
der to record all telephone calls made
with customers under the statutory leg-
islation. Investments were made under
the scope of the project and the system
and software used were completely
renewed in order to meet increasing
needs and to upgrade the technology.

Information Security

Enhancement Project

Increased cyber attacks and complexity
in line with the diversity of information
security risks and increased use of tech-
nology necessitate extra security mea-
sures in addition to the traditional se-
curity measures. Under the scope of the
project, a series of security measures
were put into implementation against
increased information security risks and
information security enhancement ac-
tivities were conducted.

Pusula Architectural Infrastructure
Improvement Project

Under the scope of the project initiated
to meet the capacity requirement and
to ensure that Pusula application used
and developed as the basic insurance
software under the structure of the
Company could meet the increasing re-
quirements of agencies and personnel
and respond to the upgrades made by
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them; the software infrastructure and
middle-tier software were changed.
Upon completion of the 1st Phase of the
Project, hardware and software installa-
tions were completed.

Firewall Infrastructure Improvement
Project

It was decided to replace the two units
of servers running in a cluster structure
in the infrastructure of the firewall sys-
tem ensuring the border security con-
trol of the Company due to expiry of
their technological life and in order to
allow them to meet the increasing ca-
pacity requirement. Upon transition to
appliance architecture under the proj-
ect, two units of new devices were po-
sitioned and then their versions were
upgraded.

Network Infrastructure Improvement
Project

The data and voice lines ensuring inter-
regional communication in our Com-
pany’s network infrastructure were
switched to fiber connection. Active ar-
chitecture was widely deployed in order
to ensure cost advantage, technologi-
cal upgradability and flexibility. It was
aimed to switch to a full clustered archi-
tecture by increasing the line capacities.
In addition, technological investments
were made under the scope of the proj-
ect by renewing the hardware used.

Data Center Infrastructure
Improvement Project

Activities were conducted to improve
the infrastructure components of Gen-
eral Management Data Center where
our company’s information systems are
positioned. In this context, the equip-
ment like cables and cabinets used in
the infrastructure were replaced and
their capacities were increased. In addi-
tion, power infrastructure was also im-
proved and its capacity was increased.

Management Information Systems
and Improved Reporting Projects

A study for customer deduplication and
data cleaning was completed under the
scope of the CRM Project; and thus, cus-
tomer segmentation to be used in tariffs
was achieved. It was ensured that both
departmental targets and personal tar-

gets could be monitored and reported
in line with the corporate strategies. The
analytical reports of Financial Affairs,
Health, Legislation and Risk Inspection
departments were started to be pub-
lished over Armada, our business intel-
ligence platform.

The Performance Management System
(PMS) application developed by the
Information Technologies Group Man-
agement in order to improve internal
processes and to ensure planning and
performance measurement was also
started to be used by the Management
Information Systems Department (MIS).

IMPORTANT PROJECTS TO
CONTINUE AFTER 2016

» Integration of Campaigns and
Applications with Pusula System
and Policy-Based Monitoring

» Arrangement related with Setoffs
under Claim Payments

» Recourse - Legal Integration
» Purchasing Application

» Sending Agency Account
Statements over the System via KEP
(Registered Electronic Mail)

» Policy Cancellation due to Loss
» Non-Auto Expert Performance
Report

MARKETING & SALES ACTIVITIES,
CAMPAIGNS

Within the scope of the strategy for in-
crease and growth in profitable branch-
es and products, applications and cam-
paigns for targeted products oriented
towards distribution channels and sales
teams were organized; and they were ef-
ficiently managed and followed up also
in 2016. Business Fire Application, Hous-
ing Campaigns, Personal Accident Cam-
paigns, Motor Own Damage Insurance
Campaigns and Agriculture Campaign
were among the campaigns held in 2016.

The “Agency Club” application deter-
mined as a result of annual evaluation of
our agencies by the criteria such as their
portfolio structures, profitable branch
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INCENTIVE FOR
AGENCIES

TRIPS TO PRAGUE,
BELGRADE AND BUDAPEST
WERE ORGANIZED FOR
THE AGENCIES REALIZING
THE TARGET PRODUCTIONS.



2016 in

Gunes Sigorta

productions, renewal rates, profitability
and recourse/collection was introduced
in 2015; and the agencies won special
services and rewards depending on their
club membership that they belong to. A
trip to Prague (Czech Republic) was or-
ganized for our diamond agencies be-
tween the dates of 2-5 September 2016.

Our agencies fulfilling the targeted pro-
duction in the Housing Campaign which
was effective between 1 February-31
March 2016 joined the trip to Belgrade
(Serbia) organized in July. In addition, the
agencies fulfilling the targeted produc-
tions in the Personal Accident Campaign
which was effective between 1 April-31
May 2016 were rewarded with a trip to
Budapest (Hungary) organized in October.

NEW PRODUCT AND TARIFF
DEVELOPMENT STUDIES

My Passwords are Secure

Aiming to secure our insured people’s
risks that may arise from the use of tech-
nology, our Company has developed
“Sifrelerim Guivende” (My Passwords are
Secure) product in order to ensure that
economic losses arising from theft or un-
authorized access to personal passwords
through technological methods or physi-
cal threats or as a result of purse-snatch-
ing events that may occur around ATMs
are secured up to a certain limit.

Vakif Katihm Comprehensive
Workplace and Vakif Katilim
Comprehensive Home

Giines Sigorta signed an agency agree-
ment with Vakif Katilim in February 2016.
In this context, “Vakif Katilim Compre-
hensive Home” and “Vakif Katillm Com-
prehensive Workplace” insurance prod-
ucts specific to Vakif Katim were devel-
oped and put into force in July 2016.

Gift Workplace, Home, Personal
Accident and Household Appliances
Insurance

Collaborations were established with the
companies in different sectors in order
to widely extend insurance awareness
and to increase insurance product own-
ership; to this effect, Gift Workplace and
Home and Personal Accident and House-
hold Appliances Insurance products with
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a “first loss at limited coverage” were de-
veloped in order to secure the risks that
the insured people may face under the
scope of the project.

HUMAN RESOURCES
APPLICATIONS

Glnes Sigorta organized various events
and participated in various organiza-
tions also in 2016 in order to increase its
employees’ motivation and to develop
a team spirit and sense of belonging
among its employees.

Giines Sigorta Sailing Team

Founded in 2007 with the participation
of Glines Sigorta employees, Giines Sig-
orta Sailing Team continued to achieve
successes in 2016.

Having completed in the first place 2016
TAYK-Viaport Fahir Celikbas Trophy IRC
3 comprising six competitions, Giines
Sigorta Sailing Team has displayed a suc-
cessful performance this year thanks to
the perfect union and communication
coordination of the team as well as their
patient and devoted works.

“I Thank You" Competition

| “Thank You” application duly structured
to allow Giines Sigorta employees to
thank to each other over internet por-
tal in “Team Work, Transparency, Effec-
tive Communication and Performance”
categories was continued also in 2016. In
addition, Agencies also presented their
thanks in the “Customer Focus, Establish-
ment of Positive Business Relationships
and Production of Rapid and Efficient So-
lutions” categories.

Arts of Self Defense Training

A training on healthy life and self-de-
fense techniques was started to be pro-
vided by our internal trainers to employ-
ees at the General Management building
on Mondays and Thursdays.

Democracy and Martyrs Football
Tournament

Glnes Sigorta participated in Democracy
and Martyrs Football Tournament (BASS
Football Tournament) organization in the
period of September-December 2016.
The organization held with the participa-
tion of the football teams comprising the
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company employees only was conduct-
ed as a funny organization during which
the companies both played sports every
weekend and relieved the tiredness of
the week for a period of 3 months. Giines
Sigorta Football Team completed the
tournament as the champion.

Tennis Event

Glnes Sigorta participated in the Inter-
national Insurance Tennis Tournament
organized by Milli Reasiirans. The 29th
round of the tournament took place at
Miltas-Suadiye Sports Complex with the
participation of 64 competitors in total,
including 30 local and 34 foreign players
from 41 companies.

Eurasia Marathon

Giines Sigorta employees participating in
the 38th Intercontinental Istanbul Eurasia
Marathon for a healthy life enjoyed Istan-
bul while they were passing from Asia to
Europe. Giines Sigorta employees have
run for the social responsibility projects
organized by “Adim Adim” (Step by Step).

BEING A LEARNING AND
DEVELOPING ORGANIZATION

Seminars organized for Giines Sigorta
Employees

At Gunes Sigorta, various activities are
conducted to contribute in employees’
development and motivation in accor-
dance with its Human Resources strat-
egy. In 2016, the company continued to
organize seminars for Glines Sigorta em-
ployees in order to allow them to spend
lunch breaks more productively:

» Private Pension Fund Management
Seminar: The seminar dealt with the
theme of fund management in Pri-
vate Pension System.

» Arts of Self-Defense Seminar: The
seminar emphasized the importance
of self defence.

Trainings

Various training and development pro-
grams are implemented in line with
Glines Sigorta’s needs and considering
employees’ potentials and preferences;
thus, equal and enriched career opportu-
nities are offered to all employees.
Training programs organized by Giines
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Sigorta includes Orientation, Basic Insur-
ance Business trainings, Technical Branch
trainings, Risk Inspection in-class train-
ings, Legislation trainings, KEP trainings,
First Aid training, Wrong Insurance Prac-
tices for Insurance Companies screen
training, Pusula screen trainings, MA-
SAK-Prevention of Laundering Proceeds
of Crime and Terrorism Financing in-class
and screen trainings, Competition Law
Compliance Program in-class and screen
trainings, First 72 Hours in case of Disas-
ters in-class training, BIM Assistance Ap-
plication Utilization screen training, Mi-
crosoft Outlook and Lync screen training,
Information Security Basic screen train-
ing and Information Security Awareness
in-class and screen training exclusively
provided for IT personnel, Emergency
Management and Fire screen training,
Basic Insurance Business Screen Training,
Basic Occupational Health and Safety
in-class and screen training, Internaliza-
tion and Comprehension of Competen-
cies Screen Training, Business Continu-
ity Management Fundamental Concepts
in-class and screen training, Basic SQL
in-class trainings, Agency Orientation
screen training for Agency personnel,
Collection in-class and screen train-
ings, Health in-class and screen training,
and insurance procedures trainings for
Vakifbank personnel.

Personal Development Trainings orga-

NUMBER OF
TRAINING DAYS

THE COMPANY CONTINUED
TO PROVIDE INTENSIVE
TRAININGS FOR GUNES

SIGORTA, BANK AND PRIVATE
AGENCY EMPLOYEES IN 2016

2016 TRAINING PROGRAM (TECHNICAL AND PERSONAL DEVELOPMENT
TRAININGS) / CLASSROOM TRAININGS

IN CLASS TRAININGS

Training Target Group Total Training Total Training Total Participant

Number Day Number Number
Gines Sigorta Employees 94 375 1,253
Bank Employees 23 123 2,251
Private Agency Employees 26 74 4,573
Total 143 572 8,077

ONLINE TRAININGS

Total Number of Total Number of

Training Target Group

Training Participants
Gines Sigorta Employees 17 958
Private Agency Employees 9 6,770
Total 26 7,728
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2016 in

Gunes Sigorta

QUALITY AUDITORS

30 QUALITY AUDITORS IN TOTAL
HAVE WORKED UNDER THE
STRUCTURE OF THE COMPANY
IN 2016

nized provided for Glines Sigorta em-
ployees in 2016:

» Executive Training
» Communication Training
”  Arts of Self Defense Training

ACTIVITIES CONDUCTED
WITHIN THE SCOPE OF QUALITY
MANAGEMENT SYSTEM

Within the scope of the Quality Manage-
ment System (ISO 9001:2008) revision
project, existing procedures, forms, job
descriptions and work flows were updat-
ed. As a result of the audits conducted
on 8-9 March 2016, 1ISO 9001:2008 Quality
Management System and ISO 10002 Cus-
tomer Satisfaction Management System
certificates were renewed.

There were 30 quality auditors in total
under the structure of the company in
2016; and 10 audits were conducted un-
der the scope of Quality Management
System Process-Based Internal Audits in
2016.

INTERNAL CONTROL AND RISK
MANAGEMENT ACTIVITIES

Internal Control and Risk Management
Department was established within the
framework of the principles defined in
the “Regulation on the Internal Systems
of Insurance, Reinsurance and Pension
Companies” published by the Republic
of Turkey Prime Ministry Undersecretar-
iat of Treasury in the Official Gazette no.
26913 dated 21 June 2008.

The purpose of the Internal Control Sys-
tem is to ensure protection of company
assets, execution of activities in an effec-
tive and efficient manner in line with the
laws and other related legislation as well
as in-house policies and rules and insur-
ance practices, and to guarantee the re-
liability and integrity of accounting and
financial reporting system and timely
availability of information.

The purpose of Risk Management Sys-
tem is to ensure identification, measure-
ment, monitoring and control of the risks
that the company is exposed to, through
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the policies, application procedures and
limits determined in order to monitor,
manage, and if necessary, change the
risk and return structure of the future
cash flows of the company, and thus, the
nature and level of its activities.

At Glnes Sigorta, Internal Control and
Risk Management Department con-
ducts its activities by directly reporting
to the General Manager. Internal Con-
trol and Risk Management Department
informs the Early Risk Detection Com-
mittee of its activities conducted by it.

INTERNAL CONTROL PROCESSES

Control activities are conducted within
the framework of the Internal Control
Plan that was put into effect after its
approval by the General Manager. Dur-
ing 2016, internal control activities were
carried out in relation to the issues in-
cluding production, technical, claims,
reinsurance, accounting and informa-
tion technologies processes. Within the
scope of such activities conducted, the
efficiency of current controls in the pro-
cesses and the compliance of activities
with domestic-international legislation
were evaluated. The actions that must
be taken against the risks identified by
the Internal Control Unit are effectively
monitored over the system.

EXPLANATIONS REGARDING
PRIVATE AND PUBLIC AUDITS

Issue-based inspections and audits were
conducted under the structure of Glines
Sigorta by the Undersecretariat of Trea-
sury Insurance Inspection Board during
2016. The Insurance Inspection Board
conducted studies related with man-
agement, organizational structure and
internal systems within 2016. Subject to
subsidiary inspections periodically con-
ducted by the Chairmanship of Inspec-
tion Board of Turkiye Vakiflar Bankasi
T.A.O,; Glnes Sigorta also underwent
COBIT audit conducted by the said de-
partment in 2016.

INFORMATION ON THE COMPANY'S
ACQUIRED SHARES

INTRODUCTION |

The Company does not have its own
shares that it has acquired.

LAWSUITS FILED AGAINST
THE COMPANY AND POSSIBLE
CONSEQUENCES

The information regarding the lawsuits
filed against the Company and their pos-
sible consequences is provided under
the “Risks” heading in the footnote no.
42 to the financial statements.

TRANSACTIONS EXECUTED BY THE
COMPANY WITH THE RISK GROUP
ITIS INVOLVED IN

Glines Sigorta provides all insurance
transactions for the companies within
the risk group in which it is involved
within the framework of its responsibil-
ity of services provided for third parties.
All explanations related with the transac-
tions executed by the Company in 2016
with the risk group that it is involved in
are provided in the footnote no. 45 to
the financial statements.

LOYALTY REPORT FOR THE
TRANSACTIONS MADE WITH
THE PARENT COMPANY AND
SUBSIDIARIES

In the transactions made with the parent
company Tirkiye Vakiflar Bankasi T.A.O.
and the group of companies that it is
included in, Glines Sigorta A.S. used the
most appropriate method, i.e. the “Com-
parable Price Method” for determination
of compliance with the arm’s length prin-
ciple. There is no loss related with the
transactions in 20176.

AMENDMENTS MADE IN THE
COMPANY'S ARTICLES OF
ASSOCIATION

Within the Company’s Articles of Associa-
tion, Article 7 entitled “Capital and Share
Certificates” was amended in relation to
the capital increase process; the articles
of association was registered together
with the said amendment on 26 Decem-
ber 2016 and published in the Trade Regis-
try Gazette on 30 December 2016.

CORPORATE MANAGEMENT | FINANCIAL INFORMATION AND RISK MANAGEMENT

OUR MAIN GOAL, POLICIES AND
ACTIVITIES FOR 2017

» Activities towards simplification of
product portfolio and enrichment of
product contents will be continued.

» Activities within the scope of
Vakifbank Bancassurance Project ini-
tiated in 2014 and continued in 2015
are still ongoing. In this context, it is
targeted to put automatic payment
instruction setup into implementa-
tion for the selected products in 2017.

» The activities for migration of pro-
cesses to electronic environment,
which were initiated in 2016, will be
given attention also in the upcom-
ing period. With this project, it is tar-
geted to minimize the procedures
requiring printed documents by
making improvements in the archive
management, e-signature and KEP
(registered e-mail) and various Pusula
processes.

» Itis aimed to review claims, legal and
financial affairs management pro-
cesses and to conduct activities for
carrying out such processes over the
system as much as possible and for
simplification of processes.

» The infrastructure-related activities
for ensuring business continuity in
case of a disaster, for which we con-
ducted the related scope and analy-
sis studies in 2016, will be continued.

» It is aimed to conduct process-relat-
ed and systematic activities for iden-
tification of claim frauds and to make
improvements in claims and produc-
tion processes.

» Infrastructure activities for takaful in-
surance were already initiated; and it
is aimed to conduct business in this
field.

» It is aimed to review the in-house
performance system and to make im-
provements related with corporate
and individual performance manage-
ment.

» It is aimed to conduct know-your-
customer activities within the com-
pany, to establish a CRM system and
to integrate it with all the processes
of the company.
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Technical Evaluation

CASUALTY INSURANCES
2016 2015 Increase (%)
Premium Production 30,042 31,590 -5
Conservation Ratio (%) 74 79 -6
Earned Premium (net) - Thousand TRY 23,776 23,333 2
Losses Incurred (net) - Thousand TRY (5,905) 2,498 -336
Technical Part Balance - Thousand TRY 8,856 20,356 -56
Loss Ratio (net) (%) 25 -11 36
Technical Balance/ Premium (%) 29 64 -35

In 2016, the premium production in Casualty branch decreased by 5% and amounted
to TRY 30 million and 42 thousand. The retention ratio is 74%.

In 2016, net loss ratio in casualty branch was realized as 25%. While the net earned
premium amount was TRY 23 million and 776 thousand; net incurred loss was writ-
ten as TRY 5 million and 905 thousand. The Company’s technical section balance in
casualty branch decreased by 56% compared to the same period of the last year,
totalling TRY 8 million and 856 thousand.

SICKNESS/HEALTH INSURANCES
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MOTOR VEHICLES PHYSICAL DAMAGE INSURANCES

2016 2015 Increase (%)
Premium Production 118,626 115,614 3
Conservation Ratio (%) 100 100 -0.01
Earned Premium (net) - Thousand TRY 121,127 112,472 8
Losses Incurred (net) - Thousand TRY (86,859) (71,075) 22
Technical Part Balance - Thousand TRY (655) 12,194 -105
Loss Ratio (net) (%) 72 63 9
Technical Balance/ Premium (%) -1 11 -11

In 2016, the premium production in sickness/health branch increased by 3% and
amounted to TRY 118 million and 626 thousand. The retention ratio is 100%.

In 2016, net loss ratio in sickness/health branch was realized as 72%. While the net
earned premium amount was TRY 121 million and 127 thousand; net incurred loss was
TRY 86 million and 859 thousand. The technical section balance in sickness/health
branch was recorded as a loss of TRY 655 thousand.
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2016 2015 Increase (%)
Premium Production 258,014 267,242 -3
Conservation Ratio (%) 98 98 -0.2
Earned Premium (net) - Thousand TRY 254,752 250,361 2
Losses Incurred (net) - Thousand TRY (192,447) (226,525) -15
Technical Part Balance - Thousand TRY 10,127 (7,573) 234
Loss Ratio (net) (%) 76 90 -15
Technical Balance/ Premium (%) 4 -3 7

In 2016, the premium production in motor vehicles physical damage branch decreased by 3%
and amounted to TRY 258 million and 14 thousand. The retention ratio was realized as 98%.

In 2016, net loss ratio in the land vehicles branch was realized as 76%. While the net earned
premium amount was TRY 254 million and 752 thousand; net incurred loss was TRY 192 million
and 447 thousand. The Company’s technical section balance in land vehicles branch increased
by 234% compared to the previous year and yielded a profit of TRY 10 million and 127 thousand.

AVIATION INSURANCES

2016 2015 Increase (%)
Premium Production 68,709 44,007 56
Conservation Ratio (%) 0 0 0
Earned Premium (net) - Thousand TRY 3 47 -94
Losses Incurred (net) - Thousand TRY 2 14 -85
Technical Part Balance - Thousand TRY (525) (517) 2
Loss Ratio (net) (%) -84 -30 -54
TTechnical Balance/ Premium (%) -1 -1 0.41

In 2016, the premium production in aviation branch increased by 56% and amounted to TRY

68 million and 709 thousand.

No production is retained in the aviation branch; and the technical section balance in the

aviation branch yielded a loss of TRY 525 thousand.
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Technical

Evaluation

SHIPS HULL AND MACHINERY INSURANCES

2016 2015 Increase (%)
Premium Production 19,984 16,263 23
Conservation Ratio % 9 7 2
Earned Premium (net) - Thousand TRY 1,430 1,065 34
Losses Incurred (net) - Thousand TRY (1,758) (584) 201
Technical Part Balance - Thousand TRY (21) 899 -102
Loss Ratio (net) % 123 55 68
Technical Balance / Premium % 0,1 6 -6

In 2016, the premium production in ships hull and machinery branch increased by
23% and amounted to TRY 19 million and 984 thousand.

While the net earned premium amount was TRY 1 million and 430 thousand in the
ship hull and machinery branch; net incurred loss was TRY 1 million and 758 thousand
in 2016. The Company’s technical section balance in ships hull and machinery branch
yielded a loss of TRY 21 thousand.

GOODS ON TRANSIT INSURANCES

2016 2015 Increase (%)
Premium Production 20,824 24,990 =17
Conservation Ratio % 48 34 15
Earned Premium (net) - Thousand TRY 10,047 8,061 25
Losses Incurred (net) - Thousand TRY (470) (1,904) -75
Technical Part Balance - Thousand TRY 6,653 7922 -16
Loss Ratio (net) % 5 24 -19
Technical Balance / Premium % 32 32 0.2

In 2016, the premium production in goods on transit branch decreased by 17% and
amounted to TRY 20 million and 824 thousand. The retention ratio was realized as 48%.

While the net earned premium amount was TRY 10 million and 47 thousand in the
goods on transit branch; net incurred loss was TRY 470 thousand in 2016. The Com-
pany’s technical section balance in goods on transit branch decreased by 16% com-
pared to the previous year, totalling TRY 6 million and 653 thousand.
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FIRE AND COMPULSORY EARTHQUAKE INSURANCES

2016 2015 Increase (%)
Premium Production 269,267 251,246 7
Conservation Ratio % 27 25 2
Earned Premium (net) - Thousand TRY 67,136 59,828 12
Losses Incurred (net) - Thousand TRY (26,004) (21,646) 20
Technical Part Balance - Thousand TRY 27,887 26,487 5
Loss Ratio (net) % 39 36 3
Technical Balance / Premium % 10 11 -0.2

In 2016, the premium production in fire and compulsory earthquakebranch increased
by 7% and amounted to TRY 269 million and 267 thousand. The retention ratio was
realized as 27%.

In 2016, net loss ratio in fire and compulsory earthquake branch was realized as 39%.
While the net earned premium amount was TRY 67 million and 136 thousand; net
incurred loss was TRY 26 million and 4 thousand. The Company’s technical section
balance in fire and allied perils branch increased by 5% compared to the same pe-
riod of the last year, totalling TRY 27 million and 887 thousand.

GENERAL DAMAGES INSURANCE

2016 2015 Increase (%)
Premium Production 199,334 170,553 17
Conservation Ratio % 8 10 -2
Earned Premium (net) - Thousand TRY 15,779 17,289 -9
Losses Incurred (net) - Thousand TRY (8,310) (13,575) -39
Technical Part Balance - Thousand TRY 19,045 (1,959) 1072
Loss Ratio (net) % 53 79 -26
Technical Balance / Premium % 10 -1 11

In 2016, the premium production in general damages branch increased by 17% and
amounted to TRY 199 million and 334 thousand. The retention ratio was realized as 8%.

In 2016, net loss ratio in the other lines branch was realized as 53%. While the net
earned premium amount was TRY 15 million and 779 thousand; net incurred loss was
TRY 8 million and 310 thousand. The company’s technical section balance increased by
1072% and yielded a profit of TRY 19 million and 45 thousand.
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Evaluation

MOTOR THIRD PARTY LIABILITY INSURANCES

2016 2015 Increase (%)
Premium Production 269,369 251,927 7
Conservation Ratio % 89 38 0.3
Earned Premium (net) - Thousand TRY 259,320 183,398 41
Losses Incurred (net) - Thousand TRY (281,650) (345,048) -18
Technical Part Balance - Thousand TRY (52,511) (194,897) -73
Loss Ratio (net) % 109 188 -80
Technical Balance / Premium % -19 =77 58

In 2016, the premium production in the motor third party liability branch increased
by 7% and amounted to TRY 269 million and 369 thousand. The retention ratio was
realized as 89%.

In 2016, net loss ratio in the motor third party liability branch was realized as 109%.
While the net earned premium amount was TRY 259 million and 320 thousand; net
incurred loss was TRY 281 million and 650 thousand. The technical section balance in
motor third party liability branch yielded a loss of TRY 52 million and 511 thousand.

AVIATION LIABILITY
2016 2015 Increase (%)
Premium Production 68,184 74,435 -8
Conservation Ratio % 0,1 - 0.1
Earned Premium (net) - Thousand TRY 98 - -
Losses Incurred (net) - Thousand TRY 0,04 14 -100
Technical Part Balance - Thousand TRY (1,175) (1,106) 6
Loss Ratio (net) % -0,04 - -
Technical Balance / Premium % -2 -1 -0.2

In 2016, the premium production in the aviation liability branch decreased by 8%
and amounted to TRY 68 million and 184 thousand.

There is no retention applied in the aviation liability branch; and the technical sec-
tion balance in the aviation liability branch yielded a loss of TRY 1 million and 175
thousand.
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GENERAL LIABILITY INSURANCES

2016 2015 Increase (%)
Premium Production 26.034 29.500 -12
Conservation Ratio % 14 12 2
Earned Premium (net) - Thousand TRY 3.276 3.860 -15
Losses Incurred (net) - Thousand TRY (9.396) (10.927) -14
Technical Part Balance - Thousand TRY (4.477) (5.420) -17
Loss Ratio (net) % 287 283 4
Technical Balance / Premium % =17 -18 1

In 2016, the premium production in the general liability branch decreased by 12%
compared to the same period of last year and amounted to TRY 26 million and 34
thousand. The retention ratio was realized as 14%.

While the net earned premium amount was TRY 3 million and 276 thousand; net in-
curred loss was TRY 9 million and 396 thousand. Net loss ratio was realized as 287%.
The company’s technical section balance in general liability branch yielded a loss of
TRY 4 million and 477 thousand.

BOND INSURANCES

2016 2015 Increase (%)
Premium Production 225 - 100
Conservation Ratio % 29 - 100
Earned Premium (net) - Thousand TRY 9 - 100
Losses Incurred (net) - Thousand TRY (974) - 100
Technical Part Balance - Thousand TRY (922) - 100
Loss Ratio (net) % 11110 - 100
Technical Balance / Premium % -410 - 100

In 2016, the premium production in bond branch amounted to TRY 225 thousand.
The retention ratio was realized as 29%.

While the net earned premium amount was TRY 9 thousand; net incurred loss was
TRY 974 thousand. The Company’s technical section balance in suretyship branch
yielded a loss of TRY 922 thousand.
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Evaluation

FINANCIAL LOSSES INSURANCES PREMIUM PRODUCTION

2016 2015 Increase (%) Provided below are the Gross Premium Production results by Treasury branches in
Premium Production 3453 1898 82 2016 in comparison with the figures of the previous period:
Conservation Ratio % 20 7 13
Earned Premium (net) - Thousand TRY 441 111 297 BRANCHES (000 TRY) 2016 Share (%) 2015 Share (%) Increase (%)
Losses Incurred (net) - Thousand TRY (20) (2) 833 CASUALTY 30,042 2 31,590 2 ®)
Technical Part Balance - Thousand TRY (1,316) (1,633) -19 SICKNESS/HEALTH 118,626 9 115614 9 3
Loss Ratio (net) % 4 2 3 MOTOR VEHICLES PHYSICAL DAMAGE 258,014 19 267,242 21 )
Technical Balance / Premium % -38 -86 48 RAILED VEHICLES - - - - -
AVIATION 68,709 5 44,007 3 56
In 2016, the premium production in financial losses branch increased by 82% and SHIPS HULL AND MACHINERY 13,984 ! 16,263 [ 23
amounted to TRY 3 million and 453 thousand. The retention ratio is 20%. GOODS ON TRANSIT 20,824 2 24,990 2 an
. . . FIRE AND COMPULSORY EARTHQUAKE 269,267 20 251,246 20
While the net earned premium amount was TRY 441thousand; net incurred loss was
TRY 20 thousand. The technical section balance in financial losses branch yielded a GENERAL DAMAGES 199,334 15 170,553 13 i
loss of TRY 1 million and 316 thousand. MOTOR THIRD PARTY LIABILITY 269,369 20 251,927 20
AVIATION LIABILITY 68,184 5 74,435 6 8)
SHIPS HULL AND MACHINERY LIABILITY - - - - -
GENERAL LIABILITY 26,034 2 29,500 2 (12)
CAUTIO - - - - -
LEGAL PROTECTION PORD 22 0oz - - -
FINANCIAL LOSSES 3,453 0.3 1,898 0.1 82
2016 2015 Increase (%) LEGAL PROTECTION 20912 2 9,114 0.7 129
Premium Production 20,912 9114 129 ASSISTANCE - - - - _
Conservation Ratio % 63 63 -04 GENERAL TOTAL 1,372,978 100 1,288,379 100 7
Earned Premium (net) - Thousand TRY 13,330 5,428 146
Losses Incurred (net) - Thousand TRY 2 9 -72
Technical Part Balance - Thousand TRY 6,955 2,357 195
Loss Ratio (net) % -0,02 -0,2 0.1
Technical Balance / Premium % 33 26 7

In 2016, the premium production in legal protection branch increased by 129% and
amounted to TRY 20 million and 912 thousand. The retention ratio is 63%.

While the net earned premium amount was TRY 13 million and 330 thousand; net
incurred loss was TRY 2 thousand. The Company’s technical section balance in legal
protection branch was TRY 6 million and 955 thousand.
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Evaluation

LOSSES PAID TECHNICAL BALANCE

Provided below are the Losses Paid results by Treasury branches in 2016 in comparison Provided below are the Technical Balance results by Treasury branches in 2016 in

with the figures of the previous period: comparison with the figures of the previous period:

BRANCHES (000 TRY) 2016 Share (%) 2015 Share (%) Increase (%) BRANCHES (000 TRY) 2016 Share (%) 2015 Share (%) Increase (%)
CASUALTY 4,491 1 2,809 04 60 CASUALTY 8,856 49 20,356 (14) (56)
SICKNESS/HEALTH 79,748 11 74,471 11 o’ SICKNESS/HEALTH (655) (4) 12,194 9 (105)
MOTOR VEHICLES PHYSICAL DAMAGE 217,367 29 212,289 30 2 MOTOR VEHICLES PHYSICAL DAMAGE 10,127 57 (7,573) 5 (234)
RAILED VEHICLES - - - - - RAILED VEHICLES - - - - -
AVIATION 30,938 4 18,191 3 70 AVIATION (525) (3) (517) 04 2
SHIPS HULL AND MACHINERY 12,691 2 8,709 1 46 SHIPS HULL AND MACHINERY (21) 0.7) 899 (0.6) (102)
GOODS ON TRANSIT 4,342 0.6 2,086 0.3 108 GOODS ON TRANSIT 6,653 37 7,922 (6) (16)
FIRE AND COMPULSORY EARTHQUAKE 55,604 7 75,320 11 (26) FIRE AND COMPULSORY EARTHQUAKE 27,887 156 26,487 (19) 5
GENERAL DAMAGES 104,878 14 63,422 9 65 GENERAL DAMAGES 19,045 106 (1,959) 1 (1,072)
MOTOR THIRD PARTY LIABILITY 205,616 27 215,263 31 (4,5) MOTOR THIRD PARTY LIABILITY (52,511) (293) (194,897) 136 (73)
AVIATION LIABILITY 10,234 1 10,879 2 (6) AVIATION LIABILITY (1,175) (7 (1,706) 1 6
SHIPS HULL AND MACHINERY LIABILITY - - - - - SHIPS HULL AND MACHINERY LIABILITY - - 2 (0.001) (100)
GENERAL LIABILITY 11,423 2 11,960 2 (4 GENERAL LIABILITY (4,477) (25) (5,420) 4 a7
CAUTIO - - - - - CAUTIO 0,02 0.0001 - - -
BOND 3,335 0.4 - - - BOND (922) 83 - - -
FINANCIAL LOSSES 16,412 2.2 983 0.14 1,670 FINANCIAL LOSSES (1,316) (7N (1,633) 1 (19
LEGAL PROTECTION 29 0.00 8 0.001 241 LEGAL PROTECTION 6,955 39 2,357 (2) 195
ASSISTANCE - - - - - ASSISTANCE - - - - -
GENERAL TOTAL 757,106 100 696,391 100 9 GENERAL TOTAL 17,922 100 (142,886) 100 (113)
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BRANCH-BASED TECHNICAL PART INCOME TABLE
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MOTOR SHIPS FIRE AND MOTOR SHIPS

I- TECHNICAL PART SICKNESS/  VEHICLES GOODS ON GENERAL AVIATION HULL AND GENERAL  FINANCIAL LEGAL
(000 TRY) CASUALTY " ""LEALTH pHysicaL  AVIATION M;'é’l'_'l'l'N”égg TRANSIT ‘3’;‘?3'632% DAMAGES T“'E&';’:‘SR LIABILITY  MACHINERY LIABILITY LOSSES PROTECTION TOTAL

DAMAGE LIABILITY
A- Non-life Technical Revenue 27,717 128,199 267,921 117 1,296 10,168 84,639 16,868 285,193 116 3,246 53 446 15,726 841,704
Written Premiums (Net) 22105 118610 252,762 - 1,826 10,079 73,293 15959 238,545 98 3,599 64 697 13172 750,809
Change in Earned Premium 1671 2517 1990 3 (396) (32) (6,156) (181) (26,592) . (323) (55) (256) 158 (27652)
Reserves (Net) ' ' ' ' ' '
Unexpired Risk Reseves - - - - (263) - - - 47,367 - (372) - - - 46,731
Investment Income Transf, 3815 7,072 6,948 04 57 1,483 9,338 1,261 8,164 18 345 - 21 2,396 40919
to Non-Technical Division
Other Technical Revenues - - 141 114 - 472 2,371 4 - - 0,01 - - - 3,101
Accrued Recourse & 125 - 6,080 - 73 (1,834) 5,793 (176) 17,710 - 3) 44 (16) - 27,796
Salvage Revenue (+) ' ' ' ' )
B- Non-life Technical Expence (-)  (18,861)  (128,854)  (257,794) (641) (1,317) (3,515) (56,751) 2,177 (337,704) (1,291) (7,723) (975) (1,762) (8,771) (823,783)
Paid Damages (Net) (2439)  (79,748)  (214,580) 2 (1,515) (1,928) (21,975) (9,012) (194,411) 0.04 (1,773) (141) 3) 6) (527,528)
Change in Outstanding )
Gl Rosenyoe (3,466) 7111) 22,133 (0.05) (243) 1,458 (4,029) 703 (87,239) (7,624) (833) (16) 9 (86,259)
Other Technical Reserve
Change (68) - (907) - - - (3111) (353) - - - - - - (4,438)
Operational Expenses (12,888)  (41995)  (64,440) (644) 441 (3,045) (27,637) 10,840 (56,055) (1,291) 1,673 (0.2) (1,743) (8,773) (205,557)
C- Technical Part 8,856 (655) 10,127 (525) (21) 6,653 27,887 19,045 (52,511) (1,175) (4,477) (922) (1,316) 6,955 17,922

Balance Non-I (A-B)
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In 2016, investment incomes decreased by 17% and amounted to TRY 82 million and
850 thousand. The income gained from financial investments amounting to TRY 47
million and 253 thousand corresponds to the largest account under investment in-
comes. The second highest investment income is comprised of the profit on exchange
amounting to TRY 33 million and 102 thousand. Income from lands, building sites
and buildings amounted to TRY 2 million and 905 thousand; income from affiliates
amounted to TRY 561 thousand; income from participations amounted to TRY 492
thousand and income from other investments amounted to TRY 8 thousand. Expenses
for financial assets valuation were recorded as TRY 1 million and 470 thousand.

In 2016, the expenses at the amount of TRY 61 million and 887 thousand were written in the
Profit and Loss from Other Operations account. The Reserves account with the amount of
TRY 59 million and 544 thousand constitutes the largest account under such expenses. The
other expense accounts include Deferred Tax Liability Cost at the amount of TRY 2 million
and 951 thousand; Other Expenses and Losses at the amount of TRY 1 million and 846 thou-
sand; and Discount Expenses at the amount of TRY 109 thousand. Other Incomes and Profits
accounts at the amount of TRY 2 million and 564 thousand constitute the income part.

INVESTMENT INCOME (000 TRY) F- REVENUES & PROFITS AND EXPENSES & LOSSES FROM OTHER OPERATIONS (000 TRY)

2016 2015 Increase (%) 2016 2015 Increase (%)
1- Income Obtained from Financial Investments 47,253 33,307 42 1- Provisions (+/-) (69,544) (40,892) 46
2- Profits Achieved by Liquidation of Financial - - 0 2- Rediscounts (+/-) (109) (498) -78
3- Valuation of Financial Investments (1,470) 3,301 -145 3- Special Insurance Account (+/-) - - 0
4- Exchange Profit 33,102 37,601 -12 4- Inflation Adjustment (+/-) - - 0
5- Income from Participations 492 8,695 -94 5- Deferred Tax Assets (+/-) (2951) 10,847 -127
6- Subsidiaries & Income fr. Inst. under Customer Man. 561 - 0 6- Deferred Tax Liability Exp. (-) - - 0
7- Income Obtained from Real Estates and Properties 2,905 17,139 -83 7- Other Revenues and Profits 2,564 2,425 6
8- Income Obtained from Derivatives - - 0 8- Other Expenses and Losses (-) (1,846) (296) 524
9- Other Investments 8 198 -96 9- Prior Year's Revenues and Profits - - 0
9- Other Investments - - 0 10- Prior Year's Expenses and Losses (-) - - 0
GENERAL TOTAL 82,850 100,242 -17 GENERAL TOTAL (61,887) (28,414) 118
. . INCOME STATEMENT SUMMARY
In 2016, investment expenses decreased by 2% and amounted to TRY 89 million and
647 thousand. Investment incomes transferred to technical section amounting to While the technical income obtained was at the amount of TRY 841 million and 704 thousand;
TRY 40 million and 919 thousand constitute the largest account under investment technical expense was at the amount of TRY 823 million and 783 thousand within the fiscal
expenses. The loss on exchange was TRY 33 million and 211 thousand. In the same period of 1January 2016-31 December 2016. As a result, the technical section balance yielded a
!oerlod, depreciation expenses amounted t.o.TRY 7 million and 58 thou§and; other profit of TRY 17 million and 922 thousand.
investment expenses amounted to TRY 4 million and 688 thousand; and investment
management expenses amounted to TRY 3 million and 771 thousand. As a result of the expenses from other and extraordinary operations at the amount of TRY 61
million and 887 thousand and the investment incomes of TRY 82 million and 850 thousand and
investment expenses of TRY 89 million and 647 thousand, which were added to the technical
INVESTMENT EXPENSES (-) (000 TRY) section balance; the net loss for the current period totalled TRY 50 million and 762 thousand.
2016 2015 Increase (%) INCOME TABLE SUMMARY (000 TRY)
1- Invesment Management Exp. Inc. Interest (-) (3,771) (3,540) 7
S 2016 2015 Increase (%)
2- Diminution in Value of Investments (-) - - 0 . .
3- Loss Incurred Due to Liquidation of Investments (-) 0,2 - 0 A Non—lffe Techmvcal ncome 841,704 763,253 10
4- Invt. Income Transf. to Non-Life Technical Part (-) (40,919) (52,327) -22 & Non—hfe Technical Expense (__) (823,783) (906,139) =
5- Investment Loss Incurred Due to Derivative Prod.(-) - - 0 C- Technical Part Balance Non-life (A-B) 17922 (142,886) -113
6- Foreign Exchange Losses (-) (83,211) (23,950) 39 D~ Investment Income 82,850 100242 i
7- Depreciation Expenses (-) (7,058) (6,370) 11 E- Investment Expenses () (89,647) (81510) 2
F- Expenses & Losses and Revenues & Profits Incur. Due to (61,887) (28.414) 118
8- Other Investment Expenses (-) (4,688) (5323) -12 Other Operations and Extraordinary Operations (+/-) ’ ’
GENERAL TOTAL (89,647) (91,510) -2 G- Net Profit / Loss for the Period (50,762) (162,569) -69
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“Team Spirit” is the common ground for
Glines Sigorta employees.

As one of the leading and well-estab-
lished companies in the insurance sec-
tor, our objective is to retain, under our
structure, success-oriented employees
that will embrace our common values
and that enjoy teamwork and are open
to personal development.

All employees of Glines Sigorta have a
full command of our company’s mission,
vision, and quality policy. All employees
are aware of the contribution of their
jobs to the organizational efficiency of
Glines Sigorta. Everyone works with the
sense of team spirit and has remarkable
skills for creating innovations.

Considering its employees as its most
valuable capital asset, Gunes Sigorta
raises its executives under its own roof.
It provides insurance formation for
exploratory, farsighted, creative young

people with problem solving skills.
I
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Human Resources Policy

Glines Sigorta attaches great impor-
tance to provision and development
of, particularly, the necessary training
as well as the equipment and disci-
plined procedures for its employees as
required for their productivity and con-
siders its employees as its most valuable
capital asset.

Glines Sigorta raises its executives un-
der its own roof. It provides insurance
formation for exploratory, farsighted,
creative young people with problem
solving skills.

Glines Sigorta Human Resources and
Training Department is responsible for
all human resources procedures related
with its employees including, particu-
larly, recruitment process, training and
development activities, performance
assessment, career planning, and wage
management. In this context; Glines
Sigorta conducts the recruitment pro-
cess through examinations and/or inter-
views. The applicant candidate’s eligi-
bility for our company and the position
and his/her personal characteristics are
evaluated. With the understanding that
employees are its most valuable asset,
Glnes Sigorta attaches utmost impor-
tance to training and development ac-
tivities and accordingly, it offers to its
employees the opportunity to develop
themselves by receiving the trainings
that they need in the administrative,
technical and personal development
fields.
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The goal of Performance Assessment at
Glines Sigorta is to evaluate the perfor-
mance of individuals within the context
of the Company’s strategic goals and
the institutional and individual goals
and competencies, and to ensure that
employees work in harmony and the
company achieves the desired results.
With the promotion exam held once a
year at Glines Sigorta, employees have
the opportunity to take a step forward
in their careers.

The wages of all employees are paid at
the end of every month. There are four
bonus payments in a year and a divi-
dend payment decided and specified
by the Board of Directors. Employees’
wages are increased upon their pro-
motion as they advance in their career
and in line with the criteria determined
upon mutual agreement reached with
the union on a periodical basis. Glines
Sigorta employees are members of
Banking and Insurance Workers Union.
Representatives were internally as-
signed in the company to represent the
union member employees.

HUMAN RESOURCE STRUCTURE

Glines Sigorta has adopted a balanced
staff distribution without any discrimi-
nation of gender or age; the distribution
of our employees by gender, age and
educational status by 31 December 2016
is given below.

As a company advocating universal hu-
man rights, Glines Sigorta does not em-
ploy child workers. As of 31 December
2016, the number of disabled personnel
working in the Company is 11 while the
number of ex-convict employees is 1.

RIGHTS AND BENEFITS

Working Order

Working hours per week is 40 hours;
and the daily working hours start at
08:30 a.m. and end at 05:30 p.m. There is
a lunch break between 12:30-13:30; and
Saturdays and Sundays are weekends.
The processes regarding overtime are
handled in compliance with the provi-
sions of the Collective Labour Agree-
ment and Labour Law.
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GENDER DISTRIBUTION
Male Female
Number of Employees 323 280
Share (%) 54 46
AGE DISTRIBUTION
18-30 30-50 Above 50
Number of Employees 92 493 18
Share (%) 15 82 3
EDUCATIONAL BACKGROUND DIST.
High School . . Master’s Degree
and Lower College  University and Above
Number of Employees 96 71 381 55
Share (%) 16 12 63 9

Wages and Fringe Benefits

The wages of all our employees are paid
on the last day of every month. Union-
member and Excluded Base Staff em-
ployees are paid bonus payments over
their gross base salaries 4 times a year
in accordance with the provisions of TIS
(Collective Labour Agreement). There
is also a dividend payment application
decided by the Board of Directors. Our
employees’ wages are increased upon
their promotion as they advance in
their career and in line with the criteria
determined upon mutual agreement
reached with the union on a periodical
basis. Our permanent employees (Assis-
tant Managers and lower-ranking titles)
are union members and their wages
and all their social benefits are deter-
mined according to the Collective La-
bour Agreement that is signed between
the employer and the union for 2 years.
The composition of the total wages of
Union-Member and Excluded Base Staff
personnel also include fringe benefits
such as heating expenses allowance,
travel allowance, kindergarten and child
allowance, title and language allowanc-
es that are paid in addition to their base
salaries.

The company also provides shuttle bus
and lunch services for its employees.
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Human Resources

Policy

Travel allowance is paid to the employ-
ees that cannot benefit from the Com-
pany shuttle bus service. It is essential
that amounts and payment criteria
regarding such supports and benefits
are to be defined under the Collective
Labour Agreement; and the related
transactions are executed by the Hu-
man Resources and Training Depart-
ment (IKEM) in accordance with the
related principles. Our Union-member
and Excluded Base Staff employees are
paid social support payments under the
titles of birth, death, marriage, moving
and natural disaster supports provided
that the related applicable conditions
are duly documented.

Workplace Doctor services are provided
for the staff members of the Headquar-
ters, Istanbul West Regional Office, Is-
tanbul 1st Financial Regional Office, Ae-
gean Regional Office and Aegean-Medi-
terranean Financial Regional Office.

Occupational health and safety services
are also provided in our workplaces lo-
cated in Ankara and izmir in addition to
our employees at the Headquarters; risk
analyses and inspections are conducted
and required trainings are provided by
our occupational safety specialist in all
Regional Offices and Representative Of-
fices.

Healthcare Services and Private
Pension

Glnes Sigorta employees are covered
under comprehensive Private Health
Insurance, the premiums of which are

Gunes Sigorta prepares training
plans in order to improve its
employees’ professional knowledge
and competencies, aiming to enable
them to make the best of their
competencies and knowledge and

experiences that they have gained.
|
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paid by our Company. Our permanent
staff members and our subcontractors’
employees (excluding part-time em-
ployees) are covered under Personal
Accident Insurance, the premiums of
which are paid by our Company. In ad-
dition, all our permanent staff members
are covered under Private Pension In-
surance.

RECRUITMENT AND PLACEMENT
ACTIVITIES

Glines Sigorta conducts the recruit-
ment process through examinations
and/or interviews. During this process,
the applicant candidate’s eligibility for
the company and the position and his/
her personal characteristics are evalu-
ated. There are 178 persons in total in-
terviewed in 2016; 39 of which have
started to work under the structure of
Giines Sigorta.

PERFORMANCE MANAGEMENT
AND CAREER DEVELOPMENT

Regular performance assessments are
conducted at Glnes Sigorta in order to
evaluate the performance of individu-
als within the context of the company’s
strategic goals and the institutional and
individual goals and competencies, and
to ensure that the employees work in
harmony and the company achieves the
desired results. Employees’ performance
is measured with “Balanced Scorecards”
containing the target assessment results
on a department, unit and individual ba-
sis. In addition, competency-based per-
formance assessment is made once a year
in line with the Balanced Scorecard and
the successful employees are rewarded.

Gilnes Sigorta aims to enable its em-
ployees to make the best of their com-
petencies and knowledge and experi-
ences that they have gained. To this
effect, trainings are planned for the em-
ployees displaying high performance or
working in critical positions in order to
improve their professional knowledge
and competencies. With the promotion
exam held once a year at Giines Sigorta,
employees are offered the opportunity
to take a step forward in their careers.
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Sustainability

Global climate change is one of the most
important problems that the humanity
face in the 21st century. Considered as a
problem that may result in very serious
socioeconomic consequences due to its
adverse impacts on human health and
ecosystems, which may even threaten
the existence of human generations, cli-
mate change has started to be discussed
on the top of the international agenda,
especially in the recent years.

In order to mitigate the outcomes of
this change which has become an im-
portant problem in our lives, there are
many opinions asserted and hundreds
of articles written for a long time now
in relation to the measures that may be
taken both at the national level and as
an individual.

Using some of the assets produced by
it for the benefit of society as an ex-
pression of its social and environmental
awareness since the very first date of its
incorporation, Giines Sigorta attaches
importance to the proper use of natural
resources, environmental protection and
social development issues within the
framework of its sustainability principle
and still meticulously continues its activi-
ties in such fields.

Having also continued to implement
difference-making projects at different
points of social life through its social
responsibility campaigns in 2016, Giines
Sigorta has reviewed its social responsi-

bility projects under the headings of en-
vironment and social solidarity.

Environmental Responsibility

Global warming and climate changes,
the universal problems that have always
been on top of the agenda of the entire
world in the recent years, bring along
natural disasters like flood or severe
draught causing major loss and damages
and gradually increase the need for alter-
native energy resources.

In this context, aware of the fact that
every company should fulfil its respon-
sibilities towards its social stakeholders,
Glines Sigorta has been generating its
own electricity since 2009 through its
“Solar Power Plant” that it established in
its Headquarters building.

Generating 9 MWh of energy per year
and thus, meeting some of its electricity
needs all by itself thanks to this power
plant, Glines Sigorta emphasizes once
again the importance that it gives to the
nature through its use of green energy.
Having celebrated the 7th year of use of
solar energy in March 2016, Giines Sig-
orta has saved approximately 61,269.00
kWh of energy so far and prevented the
emission of 48,717.40 kg of carbon diox-
ide.

“Earth Hour" Movement

By switching off all the lights in its Head-
quarters building except for those nec-
essary for security purposes, Giines Sig-
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Sustainability

SCHOLARSHIPS

GUNES SIGORTA CONTINUED
TO PROVIDE SCHOLARSHIP
SUPPORT FOR THE STUDENTS
IN THE PERIOD OF SEPTEMBER
2015-FEBRUARY 2017.

orta supported the “Earth Hour” move-
ment that was conducted under the
leadership of the Natural Life Protection
Foundation in Turkey (WWF-Turkey) in
order to call attention to global climate
change and that took place for an hour
between 20.30-2130 on Saturday, the
19th of March.

Green Technology (Green IT)
Management

Put into implementation for support-
ing our company'’s efficiency and social
responsibility strategies, Green Technol-
ogy (Green IT) Management stands out
as one of the environmentalist methods
preventing global warming, and thus
protecting our world. With the support
of company employees, computers and
monitors are automatically shut down
at evening hours; thus, it is aimed to
achieve a 15% reduction in the amount
of carbon dioxide arising from computer
use and 30% efficiency in energy costs.

Importance of Occupational Health

and Safety

As Glnes Sigorta A.S., currently applica-

ble legislation and required measures in

the field of occupational health and safe-
ty are put into implementation under the
leadership of Occupational Health and

Safety Board in order to ensure the safe-

ty of our employees and our business

premises. In this context, the following

activities were conducted in 2016:

» Occupational Health and Safety
Board convened in March, June,
September, and December and con-
ducted studies on issues covering the

Women with low income receiving
micro-credits under Grameen
Micro-Credit Program helping women
to step in economic life were included
under the coverage of MikroSigorta
(Microlnsurance) developed by Gunes
Sigorta at the end of 2011.

46 GUNES SIGORTA | 2016 ANNUAL REPORT

measures, practices and employees.
Risk Assessment study is updated
through continuous reviews and revi-
sions.

» General Occupational Health and
Safety Training was provided for 41
newly employed personnel through
remote training.

» The preparations for Emergency Ac-
tion Plan were reviewed and employ-
ees included in the Emergency Action
Plan were updated.

» 1 person received First Aid Certificate
Refresher Training on 1 October 2016.
19 people received First Aid Certifi-
cate Training on 16-17 December 2016.

» Machines and equipment were peri-
odically inspected in December; and
it was aimed to eliminate the risks
that might arise from work equip-
ment.

Contribution to Education

Giving scholarships to university stu-
dents, Giines Sigorta has provided schol-
arships within the scope of this program
that also covers the children of the
employees; ie. for 115 students during
September 2015-February 2016 fall aca-
demic semester; for 99 students during
March 2016-May 2016 spring academic
semester; and for 120 students during
September 2016-February 2017 fall aca-
demic semester. Aware of the fact that
our children will enlighten our future, the
Company also donated books and tools
and equipment to various schools during
the year 2016.

Social Solidarity

Women with low income receiving mi-
cro-credits under Grameen Micro-Credit
Program helping women to step in eco-
nomic life were included under the cov-
erage of MikroSigorta (Microlnsurance)
developed by Giines Sigorta at the end
of 20711. The Micro-Credit Program con-
ducted in 175 countries in total with the
purpose of helping low-income women
take place in economic life has been im-
plemented in Turkey since 2003.

It is targeted to widely spread Turkey
Grameen Micro-Credit Program, jointly
conducted with Nobel-winning Prof. Dr.
Muhammed Yunus who is the leader of
this program, in all cities.

INTRODUCTION |

Within the scope of Microlnsurance that
celebrated its 5th anniversary in Decem-
ber 2016, insurance coverage against ter-
rorist events and natural disasters like
earthquakes are continued to be provid-
ed for low-income women together with
the accidental death and permanent
disability benefits. This insurance pro-
vided for women receiving micro-credits
and securing not only our entrepreneur
women and their lives, but also their
families in a certain sense can be taken
out by the entrepreneur women receiv-
ing micro-credits in consideration for the
payment of TRY 14 per year.

Glnes Sigorta With this project, Glines
Sigorta both fulfils its responsibility to
look after women effort and introduces
these services to people that normally
do not have any change to benefit from
insurance products.

Having diversified its Micro products
with MicroHouse (MikroKonut) that it of-
fered in April 2013, Gunes Sigorta allows
entrepreneur women with low income
to have a change to secure their houses
against basic risks for an amount of TRY
14 per year. With MicroHouse, it is aimed
to minimize the damages that may arise
from the possible risks and to increase
the insurance awareness in the society.
In 2016, 24,544 people were insured;
and an indemnity amount of nearly TRY
275,000 was paid under the scope of Mi-
croHouse policies.

Healthy Life Seminars

Seminars were organized for healthy
Glnes Sigorta in 2016. As the first stage
of the project, a seminar on “10 Mistakes
made when Quitting Smoking” was
held in the Headquarters building on
Wednesday, the 9th of March. This semi-
nar for a “Cigarette-Free Glines Sigorta”
was supported by a 6-hour additional
seminar entitled “Allen Carr's Easy Way
to Stop Smoking”. Thus, the desire to
smoke was completely removed and the
participants were allowed to completely
get rid of cigarettes without any need
for the will power. Giines Sigorta em-
ployees were then informed about the
points to pay attention for a healthy life
with the seminars entitled “The Weight
| have Dreamt of”, “Stress is the Every-
body’s Problem”, “Ten Golden Rules for
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Losing Weight” and “What your Pains are
Saying to You”; and thus, the information
that will enable them to lead a healthy
life on a sustainable basis was provided
for them.

Giines Sigorta Art Gallery

Having preferred to use the foyer hall in
its Headquarters building for cultural and
artistic events, Gilines Sigorta opened
Glines Sigorta Art Gallery in 2012. There
are 6 exhibitions on average organized
every year in the gallery aiming to offer
the art lovers the opportunity of visiting
the exhibitions free of charge and host-
ing the exhibitions of various esteemed
artists so far.

Giines Sigorta Art Gallery has this time
become a Host for our Martyrs and
Veterans

Giines Sigorta Art Gallery organized
“Don’t Forget Us” Donation and Aid Ex-
hibition in September 2016 and donated
all revenues gained from this group exhi-
bition to Istanbul Anatolian Side Branch
of the Turkish Society of Widows and
Orphans of Disabled War Veterans and
Martyrs.

Global Compact

Having signed the United Nations Global
Compact in 201, Giines Sigorta has once
again demonstrated its pioneering role in
Turkish insurance sector by becoming the
first non-life insurance company signing
this compact. Giines Sigorta continued to
embrace the 10 basic principles focusing
on Human Rights, Working Standards, En-
vironment and Anti-Corruption as speci-
fied in this compact also in 2016.

14,

MICRO-HOUSE

WITH MICRO-HOUSE PRODUCT,
THE HOUSES OF LOW-INCOME
ENTREPRENEUR WOMEN ARE

SECURED AGAINST BASIC RISKS

IN CONSIDERATION FOR AN

AMOUNT OF TRY 14 PER YEAR.

“DON'T FORGET US™

GUNES SIGORTA ART GALLERY
HOSTED THE “DON'T FORGET US"
DONATION AND AID EXHIBITION
IN 2016.
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GUNES SIGORTA j
pwc

ANNUAL REPORT
COMPLIANCE STATEMENT CONVENIENCE TRANSLATION INTO ENGLISH OF
INDEPENDENT AUDITOR’S REPORT
ON THE BOARD OF DIRECTORS’ ANNUAL REPORT
(ORIGINALLY ISSUED IN TURKISH)

To the Board of Directors of Giines Sigorta A.S.
Regarding our operations for 2016, we hereby present our Annual Report, prepared in compliance with the

“Regulation on the Internal Systems of Insurance, Reinsurance and Pension Companies™ No: 26606, published Auditor’s Report on the Board of Directors’ Annual Report
by Republic of Turkey Prime Ministry Undersecretariat of Treasury on the Official Gazette dated August 7, 2007,
for your attention and approval. 1. We have audited the annual report of Giines Sigorta A.S. (the “Company”) for the period ended

31 December 2016.

Respectfully yours,

Board of Directors’ responsibility for the Annual Report

2. The Company’s management is responsible for the fair preparation of the annual report and its
consistency with the financial statements in accordance with Article 514 of Turkish Commercial
Code (“TCC") No. 6102 and "Regulation on Financial Structures of Insurance, Reinsurance and
Pension Companies” (“Regulation™) published on the 7 August 2007 dated Official Journal No.
26606 and for such internal control as management determines is necessary to enable the
preparation of the annual report.

Independent Auditor's Responsibility

LU 3. Our responsibility is to express an opinion on the Company’s annual report based on the

istant General Manager D der independent audit conducted pursuant to Article 397 of TCC and the Regulation, whether or not the
financial information included in this annual report is consistent with the Company's financial
statements that are subject to independent auditor’s report dated 22 February 2016 and presented
fairly.

Our independent audit was conducted in accordance with accounting principles and standards as
set out in the insurance legislation and Independent Auditing Standards that are part of the Turkish
Standards on Auditing issued by the Public Oversight Accounting and Auditing Standards
Authority. Those standards require that ethical requirements are complied with and that the
independent audit is planned and performed to obtain reasonable assurance whether the financial
information in the annual report is fairly presented and consistent with the financial statements.

An independent audit requires applying audit procedures to obtain audit evidence on the historical
financial information. The procedures selected depend on the professional judgement of the
independent auditor.

We believe that the independent audit evidences we have obtained during our independent audit,
are sufficient and appropriate to provide a basis for our opinion.

PwC Bagimsiz Denetim ve Serbest Muhasebeci Mali Miisavirlik A5,
BIK Plaza, Siileyman Seba Caddesi No:48 B Blok Kat:9 Akaretler Besiktag 34357 Istanbul - Turkey
T: 490212 326 6060, F: +90 212 326 6050, WwwW.pWC.COMMLIT  Mersis Nomarsmiz 0-1460-0224-0500015
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Opinion

4. Based on our opinion, the financial information in the annual report of the Board of Directors of
Giines Sigorta A.S. is consistent with the audited financial statements and presented fairly, in all

material respects.
Other Responsibilities Arising From Regulatory Requirements
5. Pursuant to subparagraph 3 of Article 402 of the TCC, within the context of ISA 570 “Going

Concern”, we have not encountered any significant issue which we are required to be reported with
regard to the inability of Giines Sigorta A.S. to continue its operations for the foreseeable future.

PwC Bagimsiz Denetim ve

sﬂwﬁi i gfah Milsavirlik A.S. C O rp Oora t e

Governance

Istanbul, 1 March 2017
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The year 2016 has been a year during
which developments of historical im-
portance were experienced in terms of
economic, social and political aspects
both in Turkey and in the world. While
the issue of low growth rate has con-
tinued to exist all around the world in
general; the failure to establish a per-
manent balance in the global economy
despite 30 quarters that have elapsed
since the crisis increases the uncerta-
inties. In addition, the UK’s decision to
leave the European Union as a result of
the referendum (Brexit); the presidenti-
al elections in the US; the expectations
for interest hike decisions to be taken
by the American Central Bank; the anxi-
eties related with Chinese economy; the
intensive immigration issue caused by
geopolitical turmoil and the increasing
terrorist attacks have further increased
the difficulties in the current conjunc-
ture where radical changes were expe-
rienced.

This intensive agenda taking the world
by storm has also affected Turkey’s
economic growth planned for 2016 and
Turkish economy displaying an uninter-
rupted growth for the last 27 quarters
has shrunk for the first time by the third
quarter of the year. During the process
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Message from the BoD to
Shareholders

of appreciation of US dollar in the entire
world, there has been a rapid increase in
the exchange rates in Turkey in the last
quarter of the year and this has also af-
fected Turkish Lira.

Despite all these difficulties, Turkish in-
surance sector displayed a successful
performance in 2016; and succeeded in
increasing its premium production by
30.5% to TRY 40 billion and 487 million.
Of such premium production, the porti-
on of TRY 35 billion and 448 million was
obtained from elementary branches
while the portion of TRY 5 billion and
39 million was obtained from life insu-
rances. While the growth rate in non-life
branches was 30 percent, the growth
rate in life insurances approached to 34
percent.

Being one of the most dynamic and
well-established corporations in its se-
ctor, Glines Sigorta succeeded in inc-
reasing its premium production by 7%
from TRY 1 billion and 288 million to
TRY 1 billion and 373 million in 2016. The
Company timely fulfilled all of its legal
and commercial liabilities throughout
the year thanks to its strong financi-
al structure and proved once again its
trustworthiness in the eyes of its custo-
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mers by making claims payment worth
TRY 757 million in total. In 2016, Glines
Sigorta’s size of assets reached TRY 1 bil-
lion and 756 million by displaying a 14%
increase compared to the previous year.

As an important development, our Bo-
ard of Directors decided in its meeting
dated 20 July 2016 to increase the Com-
pany’s issued capital by an amount of
TRY 120 million from TRY 150 million to
TRY 270 million. Our application to this
effect was accepted by the Capital Mar-
kets Board on 14 December 2016 and
published and announced in the Offici-
al Gazette on 30 December 2016. With
such capital increase, Glines Sigorta has
further consolidated its place among
the strongest companies of its sector by
its financial structure.

Our net loss of TRY 162 million and 569
thousand arising from Traffic Insurances
due to the legislative changes in the cal-
culation method of reserves set aside in
2015 and the prolonged court procee-
dings related with physical injuries has
been substantially improved thanks to
the special efforts made by our Com-
pany, focusing on the products with
high profitability, correct pricing policy
and innovative products in 2016. While

our Company reached operational pro-
fitability again by the third quarter of
the year, it disclosed a net loss of TRY
50 million and 762 thousand by the end
of the year due to the effect of the first
half of the year.

Having taken rapid steps to overcome
the structural bottlenecks in the sector
through its strong brand and innovative
practices, Glines Sigorta will continue to
carry out its activities towards its strate-
gic targets in the new activity year with
the support of you esteemed sharehol-
ders.

We hereby present our Company’s ba-
lance sheet and profit and loss state-
ments reflecting the financial situation
for 2016 for your review.

Yours sincerely,

Board of Directors
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Members of the Board of Directors

HALIL AYDOGAN
Chairman

Aydogan, born in Afyonkarahisar in
1950, graduated from Department
of Management-Finance, Faculty of
Economics at istanbul University in
1976. He started his career as an As-
sistant Inspector in T. Vakiflar Bankasi
TAQ.in 1977, worked as an Inspector
between 1980-1983, Assistant Man-
ager of Mecidiyekdy Branch between
1983-1985 and Branch Manager of
Kadikdy, Mecidiyekdy, Taksim, Istan-
bul and Sisli branches respectively
between 1985 and 1996. He took a
role as Assistant General Manager in
T.Vakiflar Bankasi T.A.O. between 1996
and 1999 and he worked as General
Manager of Vakif Finansal Kiralama
AS. between 1999 and 2000. In addi-
tion to his service as a Congressman
in the 22" and the 23 parliament
representing  Afyonkarahisar, Halil
Aydogan, who was a member of SEE
(State Economic Enterprises) Com-
mittee for two years and member
of Plan and Budget Commission for
seven years, has been appointed as
Chairman of the Board of T.Vakiflar
Bankasi TA.O. on January 5, 2012.

Halil Aydogan, appointed as General
Manager of T. Vakiflar Bankasi T.A.Q.
on 29 March 2073 also serves as the
Chairman of the Board of Directors of
our Company; he is also an Executive
Member of the Board of Directors
and the General Manager of T. Vakiflar
Bankasi TA.O, the Board Chairman of
Taksim Otelcilik A.S, a Board Member
of Turkiye Sinai Kalkinma Bankasi AS,
and a Board Member of the Foreign
Economic Relations Board (DEIK).

METIN RECEP ZAFER
Vice Chairman

Metin Recep Zafer, who graduat-
ed from Department of Econom-
ics, Faculty of Economics and Ad-
ministrative Sciences at Marmara
University, holds a MA degree on
econometrics and doctorate on
banking and insurance studies,
both received from the same uni-
versity.

Having taken office in various po-
sitions in the banking sector since
1992, Zafer has been working as
the Assistant General Manager of
Vakifbank since 13 June 2006. He
was appointed as a Board Mem-
ber of Glnes Sigorta on 9 March
2007 and has been also serving as
the Vice Chairman of the Board of
Gunes Sigorta as of 22 April 2016.
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MUHA!VIMET LUTFU
CELEBI
Member

Graduated from istanbul Uni-
versity Faculty of Economics,
Department of Economics, Mu-
hammet LUtfu Celebi started his
career as the Assistant Inspec-
tor at T. Vakiflar BankasI TA.O. in
1995. Between 1998 and 2001, he
served first as an Inspector and
then as a Deputy Manager in
various branches and units of the
bank and between 2011 and 2013,
Celebi has undertaken the task of
Presidency at the department of
Private Banking.

Since October 4, 2013, he has
been serving as the Deputy
General Manager of VakifBank
and since March 27, 2015, he is a
Member of the Board of Directors
of Glnes Sigorta.

ABDI SERDAR
USTUNSALIH
Member

Having graduated from the De-
partment of Physics at Karadeniz
Technical University, Abdi Serdar
Ustiinsalih received his master
degrees in Information Systems
at Gazi University and in Public
Administration at Selcuk Univer-
sity Social Sciences Institute. Hav-
ing started to work as a Software
Specialist at T. Vakiflar Bankasi
TA.O. in 1991, Ustiinsalih worked
as a Manager and Head of various
branches and units of the bank
between the years of 1999-2010.
Ustiinsalih has been serving as
the Head of Banking Operations,
Vice Chairman of the Board of
Vakif Enerji AS., and the Auditor
of T. Vakiflar Bankasi T.A.O. Offi-
cers and Servants Retirement and
Health and Support Fund Foun-
dation. He has worked in various
domestic and international banks,
companies, foundations and soci-
eties since the very first day of his
business career.

Ustiinsalih has been a Board
Member of Glines Sigorta as of 15
April 2016.
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AYDIN CEM ASLANBAY
Member

Having graduated from the De-
partment of Public Administra-
tion at Kirikkale University Faculty
of Economics and Administrative
Sciences, Aydin Cem Aslanbay
worked as a manager in various
companies between the years
of 2002-2011. Having worked as a
Consultant at the Grand National
Assembly of Turkey and a Board
Member of Press Announcement
Association, Aslanbay still serves
as the Press and Public Relations
Consultant of the Prime Ministry,
and a Member of the Audit Board
of Press Announcement Associa-
tion.

Aslanbay has been a Board Mem-
ber of Glines Sigorta as of 15 April
20716.

‘ 3

SERDAR TUNGBILEK
Independent Member

FATIH KUGUKCAN
Independent Member

Having graduated from the De-
partment of Business Adminis-
tration at Ankara Academy of
Economic and Commercial Sci-
ences, Fatih Kiclkcan started to
work as an Inspector at T. Vakiflar
Bankasi T.A.O. in 1984. Kugukcan
worked as an Assistant Manager
and Manager in various branches
and units of the bank between
the years of 1991-2002. He served
as an Assistant General Manager
at Vakif Emeklilik AS. in 2002;
as the General Manager and a
Board Member at Vakif Finansal
Kiralama A$. and Vakif Deniz Fi-
nansal Kiralama A.S. between the
years of 2003-2007; as an Assis-
tant General Manager at AEGON
Emeklilik ve Hayat A.S. between
the years of 2007-2008; and as
an Assistant General Manager,
Deputy General Manager and a
Board Member at Halk Hayat ve
Emeklilik A.S. between the years
of 2008-2012. He still works as the
General Manager at Obakdy Gay-
rimenkul Gelistirme insaat Yatinm
Taahhit San. ve Tic. AS.

Kugukcan has been a Board Mem-
ber of Glines Sigorta since 15 April
2016.

Serdar Tuncbilek, graduated from
Faculty of Political Sciences, De-
partment of Economics at Ankara
University, started his career as
Assistant Inspector in T. Emlak
Bankasi in 1985. After working in
different positions in the same
bank, he took positions in Bank-
ing Regulation and Supervision
Agency (BDDK) and Savings De-
posit Insurance Fund of Turkey
(TMSF) starting from 2001 He
worked as Board Member and
Audit Committee Member of T.
Vakiflar Bankasi T.A.O. between
July 24, 2007 and March 30, 2014.

Serdar Tuncbilek has been serving
Glnes Sigorta A.S as the indepen-
dent member of Board of Direc-
tors since October 31, 2014.
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SERHAT SUREYYA GETIN
General Manager

Serhat Slreyya Cetin, who gradu-
ated from Ankara University, De-
partment of Sociology, got his
master's degree on Business Ad-
ministration from istanbul Com-
merce University. Cetin, who is
continuing his doctorate studies
in Istanbul Aydin University, start-
ed his career at Turkish Airlines
by working part-time during his
student days. Cetin, who worked
in Yapi ve Kredi Bankasi A.S. in the
department of Corporate Banking
during 1997-2006, was assigned
as the Assistant General Manager
Responsible for Financial Affairs in
Gines Sigorta AS. between the
years of 2006-2009; and then he
served the Company as Assistant
General Manager Responsible for
Sales and Marketing during 2009-
20M.

Serhat Sureyya Cetin has been
serving Gunes Sigorta as the Gen-
eral Manager and member of the
Board of Directors since February
9,20M
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Board of Directors

BoD AS OF DECEMBER 31, 2016

Position Name Surname Date of Appointment* Date of Resignation
Chairman Halil AYDOGAN 09.04.2013 -

Vice Chairman Mehmet Emin OZCAN 27.03.2015 15.04.2016
Vice Chairman , 22.04.2016 -
Member Metin Recep ZAFER 09.03.2007 22.04.2016
Member Muhammet Liitfii GELEBI 27.03.2015 -
Member Abdi Serdar USTUNSALIH 15.04.2016 -
Member Aydin Cem ASLANBAY 15.04.2016 -
Member Mustafa SAYDAM 06.12.2013 15.04.2016
Independent Member Muzaffer 0ZGOREN 30.04.2014 15.04.2016
Independent Member Serdar TUNGBILEK 31.10.2014 -
Independent Member Fatih KUCUKCAN 15.04.2016 -
Member & General Manager Serhat Siireyya CETIN 09.02.2011 -

- : Still continuing

* Effective dates of inauguration. Reappointed by the General Assembly on 15.04.2016

MEMBER CHANGES IN THE BOARD
OF DIRECTORS

Mehmet Emin Ozcan was appointed as
the Vice Chairman of the Board on 27
March 2015 and resigned from his office
on 15 April 2016.

Mustafa Saydam was appointed as a
Board Member on 6 December 2013 and
resigned from his office on 15 April 2016.

REMUNERATION OF BOARD
MEMBERS AND SENIOR
EXECUTIVES

In 2016, the total net attendance fee
paid to the members of the Board of
Directors amounted to TRY 285 thou-
sand and 425. The total amount paid to
the senior executives including general
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Muzaffer Ozgdren was appointed as an
Independent Board Member of Giines
Sigorta on 30 April 2014 and resigned
from his office on 15 April 2016.

Metin Recep Zafer was appointed as a
Board Member of Giines Sigorta on 9
March 2007 and has been serving as the
Vice Chairman of the Board of Giines
Sigorta as of 22 April 2016.

manager, assistants general manager
and group managers amounted to TRY 3
million and 739 thousand in total, com-
prising the expenses such as wages, bo-
nus and title bonus payments, language,
travel, meal and fuel allowances, group
private pension contributions and other
paid benefits, etc.
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BRIEF INFO ABOUT CHAIRMAN AND MEMBERS OF BoD AS OF DECEMBER 31, 2016

Positions in the

Current Positions

Name Surname Title Profession Educgtgonal Experience partnershipinthe Undertaken Outside
position (Years) :
last 5 years the Partnership
3 T. Vakiflar Bankasi T.A.O. General Manager,
Halil AYDOGAN Chairman Banker Undergraduate 40 Chairman BoD Member of Taksim Otelcilik A.S.
and Tirkiye Sinai Kalkinma Bankasi A.S.
Metin Recep BoD Member Banker PhD 5 BoD Member T. Vakiflar Bankasi T.A.O. Assistant
ZAFER General Manager
Muhammet LUtfu T. Vakiflar Bankasi T.A.O. Assistant
CELEBI BoD Member Banker Undergraduate 22 - General Manager
T. Vakiflar Bankasi T.A.O. Director of
Abdi Serdar ) Banking Operations, BoD Member of Vakif
USTUNSALIH Bob Member Banker Graduate 26 Enerji ve Madencilik A.S. and VakifBank
Pension and Health Fund Auditor
Prime Ministry Press and Public Relations
Aydin Cem Public Consultant and General Directorate of
ASLANBAY Bob Member Relations Undergraduate 15 - Press Advertising Agency Supervisory
Board Member
; Independent
Serdar TUNCBILEK ~ BoD Member Banker Undergraduate 32 Member of BoD -
I Banker/ .
Fatih KUCUKCAN BoD Member Insurer Undergraduate 33 - Obakdy A.S. General Manager
Serhat Stireyya BoD Member & Insurer Graduate 23 Assistant General ~ BoD Member of Turk P
CETIN General Manager Manager ve | Sigorta and Tarsim

PARTICIPATION IN BOARD OF

DIRECTORS MEETINGS

Glines Sigorta Board of Directors held 49 meetings through the year 2016, on the following dates:
04.01.2016, 05.01.2016, 14.01.2016, 27.01.2016, 29.01.2016, 05.02.2016, 15.02.2016, 22.02.2016, 26.02.2016,
04.03.2016, 11.03.2016, 16.03.2016, 21.03.2016, 22.03.2016, 25.03.2016, 28.03.2016, 22.04.2016, 02.05.2016,
09.05.2016, 10.05.2016, 12.05.2016, 30.05.2016, 10.06.2016, 13.06.2016, 17.06.2016, 30.06.2016, 15.07.2016,
20.07.2016, 29.07.2016, 03.08.2016, 05.08.2016, 08.08.2016, 19.08.2016, 02.09.2016, 30.09.2016, 31.10.2016,
08.11.2016, 28.11.2016, 30.11.2016, 07.12.2016, 30.12.2016.

Muhammet Liitfii CELEBI could not attend the meeting held on 02.09.2016 ve Aydin Cem ASLANBAY
could not attend the meeting held on 30.12.2016.
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Board Committees

CORPORATE GOVERNANCE
COMMITTEE

Corporate  Governance Committee
was established on 20 April 2012 in ac-
cordance with the provisions set forth
in the Capital Markets Board’s (CMB)
Communiqué Serial: IV, No:56 on Deter-
mination and Implementation of Cor-
porate Governance Principles, which
was enforced after its publication on 30
December 2011. Pursuant to the require-
ment to appoint an Investor Relations
Manager to the committee pursuant to
the Principles of Corporate Governance
Communiqué dated 3 January 2014, an
Investor Relations Department Manager
having an advanced level CMB license
was appointed on 30 June 2014 and he

AUDIT COMMITTEE

Audit Committee was established on 20
April 2012 in accordance with the pro-
visions set forth in the Capital Markets
Board’s Communiqué Serial: 1V, No:56
on Determination and Implementation
of Corporate Governance Principles,
which was enforced upon its publica-
tion on 30 December 2011. The commit-
tee is comprised of at least two mem-
bers and the committee members are
selected among the Independent Board
members. In principle, the Audit Com-
mittee convenes at least quarterly and
if and when required, except for com-
pulsory situations.

EARLY RISK DETECTION
COMMITTEE

Early Risk Detection Committee was
established on 20 October 2012 in ac-
cordance with the provisions set forth
in the 1st paragraph of article 378 of the
Turkish Commercial Code no. 6102. It
was resolved by the Board of Directors
in its meeting dated 24 May 2014 that
the committee should also function as
Early Risk Detection Committee, which
was required by the CMB Communiqué
Serial:IV No:63. In the committee com-
prised of a chairman and two members,
the Independent Board Member acts as
the chairman, and one of the members
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was also assigned as a member of the
committee. The committee comprising
1 chairman and 2 members convenes
at least quarterly and as required. The
chairman of the committee is an Inde-
pendent member of the Board of Direc-
tors. The main duties of the committee
are; conducting the required activities to
ensure compliance with the Corporate
Governance Principles, making sugges-
tions to the Board of Directors to this
effect and to monitor the activities of In-
vestor Relations Department and wheth-
er Corporate Governance Principles are
duly implemented. The committee also
functions as the Nomination Committee
and Remuneration Committee.

The Committee works to ensure that
the Company’s financial and operational
activities are conducted in a healthy
manner in line with the principles speci-
fied herein and in the capital market
legislation. The objective of the Com-
mittee is to supervise the functioning
and efficacy of the Company’s account-
ing system, public disclosure of its fi-
nancial data and its independent audit
and internal systems. In addition, it also
ensures that all necessary measures are
taken for execution of any kind of inter-
nal audits and/or independent audits in
a satisfactory and transparent manner.

acts as the executive assistant general
manager.

The Committee is responsible for early
detection of the risks that may endan-
ger the presence, development and sus-
tainability of the Company, implemen-
tation of the necessary measures and
actions in relation to the risks identified,
and conducting the activities for risk
management purposes; and it evaluates
the current situation in a report to be
submitted to the Board of Directors ev-
ery two months and reviews Risk Man-
agement Systems at least once a year.
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COMMITTEE MEMBERS AND ROLES

Committees

Committee Members

Position

Committee Role

Serdar TUNGCBILEK

Independent Member

Chairman

Corporate Governance

Committee

Abdi Serdar USTUNSALIH BoD Member Committee Member
Fulden PEHLIVAN Investor Relations Certified Unit Committee Member
Manager

Serdar TUNCBILEK

Independent Member

Committee Chairman

Audit Committee

Fatih KUGUKCAN

Independent Member

Committee Member

Fatih KUGUKCAN

Independent Member

Committee Chairman

Early Risk Detection
Committee

Muhammet Liitfii CELEBI

BoD Member

Committee Member

Hasan ALTANER

Assistant General Manager

Committee Member

EVALUATION OF COMMITTEES BY
THE BOARD OF DIRECTORS

“Audit Committee”, “Early Risk Detec-
tion Committee” and “Corporate Gover-
nance Committee” were established un-
der the structure of our Company. The
Corporate Governance Committee also
functions as a “Nomination Committee”
and “Remuneration Committee”. Com-
mittees may also receive any kind of

resources and support from the Board
of Directors while fulfilling their tasks.
Committees convene at least at the re-
quired frequencies under the conditions
specified in the legislation and they sub-
mit their activity results to the Board of
Directors periodically.
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Top Management

SERHAT SUREYYA
CETIN
General Manager

Serhat Sureyya Cetin, who gradu-
ated from Ankara University, De-
partment of Sociology, got his
master’s degree on Business Ad-
ministration from istanbul Com-
merce University. Cetin, who is
continuing his doctorate studies
in istanbul Aydin University, start-
ed his career at Turkish Airlines
by working part-time during his
student days. Cetin, who worked
in Yapli ve Kredi Bankasi AS. in the
department of Corporate Banking
during 1997-2006, was assigned
as the Assistant General Manager
Responsible for Financial Affairs in
Gines Sigorta AS. between the
years of 2006-2009; and then he
served the Company as Assistant
General Manager Responsible for
Sales and Marketing during 2009-
201

Serhat Sireyya Cetin has been
serving Gunes Sigorta as the Gen-
eral Manager and member of the
Board of Directors since February
9, 20M.
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HASAN ALTANER
Assistant General Manager

Hasan Altaner, who was gradu-
ated from the Faculty of Business
Administration at the Economics
and Commercial Sciences Acad-
emy of Eskisehir, began his career
in the Treaty Service at Gunes
Sigorta in 1980 and subsequently
served as Reassurance Manager,
Reassurance and Transportation
Manager and Assistant General
Manager Responsible for Techni-
cal Services. After 2004, Altaner
worked as the Executive Direc-
tor of Turkey and Iran for Willis Re
London in AMETA department;
then he worked as Assistant Gen-
eral Manager and Vice General
Manager at HDI Sigorta.

Hasan Altaner joined Glnes Sig-
orta as Assistant General Manag-
er Responsible for Technical Man-
agement on May 1, 2009. Upon
a corporate restructuring, he
became responsible for Vehicle
Damage Management on June 1,
20M. As of January 1, 2012, he has
been appointed as the Assistant
General Manager Responsible for
Technical and Damage Manage-
ment.

BIRGUL DENLI
Assistant General Manager

Birgil Denli, who graduated
from Middle East Technical
University(METU), Department of
Statistics, received her master’s
degree from Financial Markets
and Derivatives at London Metro-
politan University. Having served
in various positions in many banks
and companies, both in Turkey
and abroad, Denli was appoint-
ed as the Head of International
Finance Department and Cor-
respondent Banking and a mem-
ber of the board of directors in
VakifBank International AG, Vien-
na. Denli started to work as Vice
General Manager in VakifBank
in 2005 and served as Assistant
General Manager responsible for
Investment Banking and Treasury.

Having lastly worked in VakifBank
as Vice President Responsible of
International Relations and Inves-
tor Relations, Birgll Denli was ap-
pointed as the Assistant General
Manager Responsible for Budget
Planning and Investor Relations in
Gunes Sigorta, as of July 2, 2012.
Denli has undertaken role as As-
sistant General Manager Respon-
sible for Strategy and System
Management by May 21, 2014.

INTRODUCTION

MURAT KOYGUN
Assistant General Manager

Graduated from Uludag University
Faculty of Economic and Admin-
istrative Sciences, Department of
Economics, Murat Koygun started
working as an Assistant Inspector
at Vakif Bank in 1992. Afterwards,
he served as an Inspector in 1995,
as the Assistant Branch Manager
in Ankara in 1997, Kayseri Branch
Manager in 2000, Kolej Branch
Manager in 2004, Monitoring
and Credit Surveillance Director
in 2007 respectively and Koygun
was finally appointed as the Gen-
eral Accounting and Financial Af-
fairs Director in 2011.

Certified with TURMOB Financial
Consultancy License and Public
Surveillance Independent Audi-
tor certificates, Murat Koygun
was appointed to the position
of Giines Sigorta’s Assistant Gen-
eral Manager Responsible for the
Management of Financial Affairs
on November 9, 2015.
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TAHSIN ORAL
Assistant General Manager

Having graduated from the De-
partment of Finance at Istanbul
University Faculty of Economicsin
1992, Tahsin Oral started his busi-
ness career by working under the
structure of Istanbul Revenue Of-
fice connected to the Ministry of
Finance of the Republic of Turkey.
After working for a short while at
this office, he joined the Inspec-
tion Board of Vakifbank in 1993. He
served as an Assistant Manager in
the Credit Cards Group Manage-
ment, as a Manager and Regional
Manager in various branches, and
as the Head of Istanbul European
and Anatolian Corporate Centers
under the structure of Vakifbank.

He attended the Extension Pro-
gram at the University of Cali-
fornia Berkeley Extension in 1998.
Having served as a Board Member
at Vakif International A.G. in Vi-
enna in 2015-2016, Oral assumed
an office as the Assistant General
Manager for Marketing and Sales
Management at Giines Sigorta on
12 December 2016. Having Cer-
tified Public Accountant (CPA)
and Capital Market Board (CMB)
license certificates, Oral is married
with 1 child.

FINANCIAL INFORMATION AND RISK MANAGEMENT
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Senior Management

SENIOR MANAGEMENT AS OF DECEMBER 31, 2016

Position Name Surname Date of Appointment* Date of Resignation
General Manager . ) 09.02.2011 -
: Serhat Sureyya CETIN

Assistant General Manager 01.02.2007 09.02.2011
Assistant General Manager Hasan ALTANER 01.05.2009 -
Assistant General Manager Murat KOYGUN 06.11.2015 -
Assistant General Manager Deniz KANIJALI 17.10.2011 09.12.2016
Assistant General Manager Birgtil DENL] 02.07.2012 -
Assistant General Manager Tahsin ORAL 12.12.2016 -

- : Still continuing

CHANGES IN SENIOR
MANAGEMENT

Deniz Kanijali was appointed as the As-
sistant General Manager responsible for
Marketing and Sales Management on 17
October 2011; and resigned from this of-
fice on 9 December 2016.
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Tahsin Oral was appointed as the As-
sistant General Manager responsible for
Marketing and Sales Management on 12
December 2016.
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INTERNAL AUDITING &
INTERNAL CONTROL AND RISK
MANAGEMENT

Gonca HAZIR
President of the Inspection Board

Graduated from the Department of
Management at the Faculty of Eco-
nomics and Administrative Sciences at
Hacettepe University in 2006, Gonca
Hazir still continues her postgraduate
education at Marmara University’s Bank-
ing and Insurance Institute, Insurance
Department. She started her career in
2007 as an Assistant Inspector at Vakif
Bank Inspection Board Chairmanship
and she served as an Assistant Inspector
and Inspector between 2007 and 2014.
On August 18, 2014, she was assigned
as the Chief Inspector of Giines Sigorta
Inspection Board Chairmanship. Hazir
who has previously been certified with
Capital Markets Activities Advanced
Level, Credit Rating and Derivatives Li-
cense Certificates, continues to serve as
Glnes Sigorta Inspection Board Presi-
dent since May 13, 2015.

ibrahim EROL
Internal Control and Risk Management
Director

ibrahim Erol who graduated from the
Department of Management at METU in
2006, started his career in 2006 as the
Assistant Inspector at Fortis Bank In-
spection Board. Between 2006-2011, he
worked as an Assistant Inspector and
Inspector respectively and between
2011-2012, he served as a Senior Inspec-
tor at Tirk Ekonomi Bankasi Inspection
Board. Finally, he worked as an Internal
Control and Risk Management Assistant
Director at Glines Sigorta. Certified with
CIA (Certified Internal Auditor), CISA
(Certified Information Systems Auditor),
CFSA (Certified Financial Services Au-
ditor), CFE (Certified Fraud Examiner),
Capital Markets Activities Advanced
Level, Credit Rating and Derivatives Li-
cense Certificates and METU High Honor
Student Certificates, Erol has been serv-
ing as Glines Sigorta Internal Control
and Risk Management Branch Manager
since November 6, 2015.
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Organization Chart
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Corporate Governance

Principles Compliance Report

STATEMENT OF COMPLIANCE WITH CORPORATE GOVERNANCE PRINCIPLES

It has been prepared considering the Principles of
CMB Corporate Governance Communiqué pub-
lished in the Official Gazette no. 28871 dated 3
January 2014. Glnes Sigorta pays utmost attention
to avoid any practices contrary to the principles in
the Corporate Governance Principles set forth by
the Capital Markets Board (CMB).

The Investor Relations Department was founded at
the end of 2009, in order to allow shareholders and
stakeholders to have access to the current informa-
tion about the Company in the easiest and most
reliable manner and to establish a bridge based on
regular communication and trust between the com-
pany and potential investors. The Corporate Gover-
nance Committee of the Company was founded by
20 April 2012; and it is in charge of monitoring the
activities towards transparency, public disclosure
and enlightenment of investors, ensuring compli-
ance with corporate governance principles and
monitoring many other activities. As required by
the Corporate Governance Communiqué, an Inves-
tor Relations Department Manager with either CMB
Advanced Level License or Corporate Governance
Rating Expert License was appointed by 25 June
2014; and the said manager was also assigned as a
member of the Corporate Governance Committee.

The Company discloses its activities towards regu-
lar distribution information to public, providing
ease of access to such information and facilitation
of the exercise of shareholding rights via its Corpo-
rate Governance Principles Compliance Report. In
addition, the policies prepared and the activities
conducted for regulating the relationships with
stakeholders are disclosed by the company in the
said report. The composition structure of the Board
of Directors that undertakes the management re-
sponsibility of the Company, participations in the
board meetings, form of meetings and the com-
mittees established and their duties are reported
in the report.

While the Company tries to avoid any decisions and
practices that may adversely affect the compliance
with Corporate Governance Principles during its
activities; it pays utmost care and attention to take
positive steps for ensuring compliance with the
Corporate Governance Principles. It reorganizes
its processes and activities in order to prevent any
negativity that may be contrary to the principles
specified in the Corporate Governance Principles
and it endeavours maximum effort for compliance
with the Corporate Governance Principles.

CORPORATE GOVERNANCE PRINCIPLES REPORT 2016

SECTION 1- SHAREHOLDERS

1.1. Facilitating the Exercise of

Shareholding Rights

Rights of shareholders have been determined as
the right to receive information, right to dividend,
pre-emptive right to acquire new shares, right to
participate in the liquidation balance, right to par-
ticipate in the management of the company and
right to vote. Protection of shareholding rights,
allowing the shareholders to receive information
about the company and establishing communi-
cation between the company and investors are
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among the basic duties of the Investor Relations
Department established at the end of 2009 and
of the Corporate Governance Committee estab-
lished on 20 April 2012.

Information and explanations that may affect the
exercise of shareholding rights are published on
the company’s corporate website in a currently
updated manner.

With the establishment of Investor Relations De-
partment since the end of 2009, it has been aimed
to enable the Company to make progress in terms
of corporate governance, and help the Company
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achieve a more transparent structure in accor-
dance with the CMB legislation and Corporate
Governance Principles. The purpose is to offer the
most current and accurate information to inves-
tors in accordance with the CMB legislation and
Corporate Governance Principles and thus, to es-
tablish a long-term relationship with investors by
winning their confidence.

The capital structure of the company is published
on its website, in its annual reports and the re-
lated documents. There are no natural-person ul-
timate controlling shareholders within the share-
holding structure of the Company.

1.1.1 Investor Relations Department and
Communication

Investor Relations Department is run by an Inves-
tor Relations Department Manager and an Inves-

INVESTOR RELATIONS UNIT MEMBERS

tor Relations Department Officer that directly
report to Assistant General Manager Birgil Denli.
The Corporate Governance Committee isinformed
of the activities conducted by the department; a
report is prepared and submitted to the Board of
Directors at least every year and the activities of
the department are controlled by the committee.
The department manager is a full-time employee
of the company and has capital market activities
corporate governance rating expert license. He/
she is also appointed as a member of the Corpo-
rate Governance Committee.

Communication with Investor Relations Depart-
ment can be established via the e-mail address
of yatirimci.iliskileri@gunessigorta.com.tr; or
through direct contact with the following officials.

Name Surname Responsibility

License Info

Birgtil DENLI Deputy General Manager

(0212) 355 6960

Investor Relations Certified

: Unit Manager
Fulden PEHLIVAN

Corporate Governance Rating
Specialist License

Corporate Governance
Committee Member

Capital Market Activities Advance
Level Licence

1.1.2 Duties of Investor Relations Department

* The duties of Investor Relations Department are
summarized below;

e To establish communication between share-
holders and the Board of Directors;

e To help in answering the questions of sharehold-
ers and investors providing that they are not
considered as trade secrets;

e To ensure that the correspondences with inves-
tors and the records related with such informa-
tion and documents are kept in a healthy, safe
and updated manner;

e To ensure that the General Assembly Meeting is
held in accordance with the articles of associa-
tion;

e To present the General Assembly meeting no-
tice, meeting agenda and the minutes of the
meeting to shareholders and investors for infor-
mation purposes;

* To ensure management of E-General Assembly
meeting;

e To publish the responses to the questions asked
during the General Assembly meeting on the
website;

e To ensure distribution of dividends and bonus
shares related with shareholders;

e To announce the quarterly activity reports and

independent audit reports through Public Dis-
closure Platform (PDP);

* To supervise and monitor publication of material
event disclosures on PDP, and fulfillment of the
obligations arising from the capital markets leg-
islation including any and all issues related with
corporate governance and public disclosure;

* To make periodical updates regarding General
Assembly meetings, Financial Statements and
Board of Directors in the Central Registry Agen-
cy's (CRA) system;

* To update the list of people with access to in-
sider information and the non-circulating share
information over MKS (Central Registry System)
Application;

* To ensure that the “Investor Relations” section of
the corporate website is kept updated;

* To ensure that the annual report is prepared in
accordance with Turkish Commercial Code (TCC)
and the regulations of the Undersecretariat of
Treasury and CMB and timely published for ex-
amination by shareholders;

* To lead the activities for compliance with Cor-
porate Governance Principles and to inform the
Corporate Governance Committee of such ac-
tivities;

* To prepare a report in relation to the activities
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and submit it to the Board of Direc-
tors at least once a year;

* To help in adaptation to the new
regulations published through com-
muniqués and regulations;

* Toensure that the Corporate Gover-
nance Principles Compliance Report
is duly updated and to submit it to
the Corporate Governance Commit-
tee for approval.

1.2 Right to Receive and
Review Information

Publicly disclosed quarterly financial
statements are sent to the company
shareholders Turkiye Vakiflar Bankasi
T.A.O. and Groupama S.A. In addition,
a BRSA (Banking Regulation and Su-
pervision Agency) package comprising
Intra-group transactions and financial
statements prepared in the format
compatible with the banking legisla-
tion is sent to Turkiye Vakiflar Bankasi
T.A.O. on a monthly basis. All other
requests for information related with
the Company are answered as soon as
possible in their order of urgency.

In compliance with the provisions set
forth in the Capital Markets Board’s
Material Events Communiqué (11-15.1),
announcements and information were
shared through the Public Disclosure
Platform, and thus, shareholders were
informed.

Two requests received from the
shareholders were answered in written
format in 2016. There was no request
for appointment of a special auditor
within the period.

1.3 General Assembly

1.3.1 General Assembly Meeting
Notice and Information

Upon the resolution taken by the
Board of Directors, General Assembly
meeting notice and all documents that
will be made available for examination
by shareholders at least three weeks
before the General Assembly meet-
ing are announced on the Company’s
corporate website, PDP and CRA.

The “Internal Directive regarding the
Operating Principles and Procedures

of the General Assembly of Glines
Sigorta Anonim Sirketi” was prepared
and approved at the General Assembly
meeting dated 25 March 2013.

The information announced for the
General Assembly meeting include,
inter alia, the information regarding
the company’s shareholding structure
and total number of shares, changes

in the management and activities that
may substantially affect the company’s
planned activities within the fiscal year
and reasons of such changes. In addi-
tion, the information regarding the rea-
sons for dismissal and replacement of
Board Members, if any, resumes of the
persons nominated as candidates for
Board membership as notified to the
company together with the positions
held in the last ten years and the rea-
sons of departure, nature of relation-
ship with related parties and level of
importance, and whether he/she has
independence are provided. The remu-
neration policy for the Board members
and the executives with administra-
tive responsibility is also provided. The
meeting agenda, and if an amendment
in the articles of association is put on
the agenda, the former and new texts
of such amendments to articles of
association together with the related
resolution of the Board of Directors,
and the meeting notice sent by the
Board of Directors to shareholders

are announced to investors. They are
collectively provided as the “General
Assembly Announcement” report in
the General Assembly section of the
website.

The sample “Form of Proxy for Voting”
that can be used by shareholders to
appoint proxies authorized to repre-
sent them in the General Assembly
Meeting, to vote, to propose motions
and to sign the necessary documents
is provided in the General Assembly
section of the website.

Annual report is published on the
website at least three weeks before
the meeting for examination by share-
holders. In addition, copies thereof are
made available in the general manage-
ment building.
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The Ordinary General Assembly Meet-
ing was held with a 88,06% meeting
quorum on 15 April 2016 during the
period. The announcements regard-
ing such meeting were published in
Turkish Trade Registry Gazette, Public
Disclosure Platform and the Company’s
website.

1.3.2 Agenda of the General
Assembly Meeting

Every item is prepared to contain an
individual single proposal. If any, the
agenda item related with approval of
the amendment in the Articles of As-
sociation is added. If dismissal, replace-
ment or election of Board Members
will be discussed; the reasons of

such dismissal and replacement, the
resumes of persons nominated as
candidates for Board membership as
notified to the company, the informa-
tion regarding the positions that they
have held in the last ten years and
their reasons of departure, the nature
of their relationships with related par-
ties and the level of importance, and
whether he/she has independence are
provided.

The items regarding the reading

of annual report and independent
auditor’s report and the reading and
approval of financial statements,

and a decision to be taken in respect
of profit distribution are put on the
agenda. In addition, the items related
with approval of the Board of Direc-
tors’ resolution on selection of the
independent audit company and
determination of the payments made
to Board members are also speci-
fied on the agenda. The items of the
agenda also include the information
that will be provided in relation to
the principles regarding remuneration
of the Board of Directors and senior
executives.

The policy regarding donations and
aids has not been yet prepared and
submitted to the General Assembly
for approval. The amounts of the
donations and aids made during the
period and the list of beneficiaries
are provided in the General Assembly
Meeting.
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In the event that the Board Members,
the senior-level executives and their
spouses and relatives related by blood
or affinity up to the second degree
execute any important transaction that
may create a conflict of interest with
the company and its affiliates; such
transactions are discussed as a sepa-
rate item of the agenda in the General
Assembly meeting and entered into
the related minutes.

Shareholders’ written requests for ad-
dition of items on the agenda and the
recommendations of Board of Direc-
tors and partners for agenda are added
as items of the agenda. If the proposals
for items of the agenda are not ac-
cepted, the rejected proposals and the
reasons of such rejection are notified
by the investor relations department
to shareholders.

If any, dissenting opinions are entered
into the minutes of the meeting.

1.3.3 General Assembly Meeting
General Assembly Meetings are

held at the Company’s Headquarters
building and at a venue that allows
all shareholders to participate in such
meeting, and simultaneously through
electronic environment over the
Electronic General Assembly System.
The chairman of the meeting makes
preparations for conducting the
General Assembly and the necessary
information like meeting order, items
of the agenda, participation is sub-
mitted to the chairman. It is ensured
that the officials that are in charge of
preparation of the financial state-
ments and the independent auditors
are present in the General Assembly
Meetings in order to answer the
questions and to provide necessary
information.

E-General Assembly system is in-
stalled in advance and it is checked
for proper operation before the
meeting. Measures are taken for
uninterrupted operation of the
installation and against any problems
that may arise during the meeting.
The meeting starts simultaneously in
both physical and electronic environ-
ment; the items of the agenda are

read and put to vote concurrently.
The votes of e-participant sharehold-
ers are automatically entered in the
E-General Assembly and only the re-
jection votes cast by the sharehold-
ers physically present at the meeting
are entered; and after automatic
deduction of rejection votes from the
total votes, the affirmative votes are
entered into the system. If there are
any comments made in relation to
the items on the agenda during the
E-General Assembly, they are read
and if necessary, answered in the
physical meeting.

There is no requirement to hold Gen-
eral Assembly Meetings open to pub-
lic including stakeholders and media
without the right to speak; and there
is no provision related with this issue
in the Articles of Association; and the
General Assembly Meetings are not
held open to public.

1.3.4 Notifications after General
Assembly Meeting

The questions posed by shareholders
to the Board of Directors or the audi-
tors are answered providing that it is
necessary for exercising the share-
holding rights and it does not contain
any trade secrets. The minutes of
General Assembly Meeting is provid-
ed immediately after the meeting to
those requesting them. They are sent
to the shareholders and other related
authorities via mail. In addition, they
are also kept continuously available
for examination by shareholders at
the Company’s head office.

The minutes of the meeting is sent
to PDP after the General Assembly
Meeting. In addition, the minutes of
the meeting and the List of Atten-
dants are published on the Com-
pany’s website at www.gunessig-
orta.com.tr in the Investor Relations
Section for providing information to
investors. The decisions of the Gen-
eral Assembly taken in the last five
years are also posted in the Investor
Relations Section of the Company’s
website. The minutes of the General
Assembly meeting are also added to
the CRA system concurrently.

1.4 Voting Right

The Company cannot execute any
transaction that can make it difficult
to exercise the voting rights. Through
E-General Assembly system, the right
of voting is granted to all sharehold-
ers that cannot physically participate
in the meeting.

Each shareholder has one voting right
regardless of the amount of shares
held by such shareholder. Sharehold-
ers use their voting rights in propor-
tion with the total nominal value of
their shares in the General Assembly
meeting.

Shareholders of the Company do not
have any privileged voting right.

There are no companies with recipro-
cal shareholding.

1.5 Minority Rights

Our company pays utmost attention
for the exercise of minority rights.
The applicable legislation is complied
with during the exercise of all minor-
ity rights required to be granted by
operation of law; and there is no
provision expanding the scope of mi-
nority rights in the Company’s articles
of association.

1.6 Dividend Right

Article 24 of the Company’s Articles of
Association describes how the profit
will be distributed. There is no publicly
disclosed dividend policy.

According to the articles of associa-
tion; dividends are distributed within
the statutory periods after approval

in the General Assembly meeting of
the profit distribution proposal made
by the Board of Directors consider-
ing the Company’s current situation,
investment requirement and financial
structure, which will not impair the
delicate balance between sharehold-
ers’ expectations and the growth need
of the Company. There is no privileged
rights related with sharing of the Com-
pany’s profits.
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The decision taken in the General As-
sembly meeting in relation to dividend
distribution is publicly disclosed as a
material event disclosure on PDP and
website.

1.7 Transfer of Shares

There are no provisions restricting the
transfer of shares in the Company’s
Articles of Association. The shares
representing the capital are recorded
within the framework of dematerializa-
tion principles.

Pursuant to article 10 of the Insur-
ance Law no. 5684 and article 10 of
the Regulation on Establishment and
Operating Principles of Insurance and
Reinsurance Companies; share trans-
fers are subject to the written con-
sent of the Republic of Turkey Prime
Ministry Undersecretariat of Treasury
General Directorate of Insurance.

SECTION 2 - PUBLIC DISCLOSURE
AND TRANSPARENCY

2.1 Corporate Website

Glines Sigorta’s website is www.
gunessigorta.com.tr. The Company is
responsible for publishing current and
updated information required to be
disclosed pursuant to legislation on its
website. The website is actively used
for information and public disclosure
purposes. General information about
the Company, products, agencies,
online transactions, investor relations,
human resources and contact sections
and links are also provided on the
website.

The information published on the web-
site include trade registry information,
shareholding structure, management
structure and organization, articles of
association, Corporate Governance
Principles Compliance Report and vi-
sion and mission, and material event
disclosures, annual reports, financial
statements and footnotes, inde-
pendent audit reports, and General
Assembly information (agenda, list of
attendants, form of proxy, minutes of
General Assembly meetings) for the
last five years.

In addition to current news, press
releases, agency addresses, contracted
services and support services contact
details presented about the Company
to its customers; general insurance in-
formation ad insurance branch details
are also published on the website.

There is a menu in the communication
forms section through which customer
opinions and recommendations can be
sent in order to establish communica-
tion with customers via the website.
The mails related with customer
opinions divided into categories under
the heading of “Your Opinions and
Recommendations” are answered by
the relevant Department.

The telephone and postal addresses of
the Company’s general management,
regional management offices, financial
regional offices and representation of-
fices are also provided in the “contact
information” section. Through the
Customer Satisfaction Line numbered
“850 222 1957”, different fax numbers
for policy proposal, claims, collection
and health insurance procedures are
offered to the service of customers
and the related information is provided
on the website.

Pursuant to article 1524 of the Turk-
ish Commercial Code, it is required
that the contents to be announced

on the website must be uploaded on
the company’s dedicated pages using
secure electronic signatures and time
stamps; that the contents uploaded
must be kept in a secure environment;
the contents must be made available
and accessible, and archived safely.
The information related with our
company is accessible through our
website in the investor relations sec-
tion under the heading of information
society services and via the companies
information portal (e-Company) of the
Central Registration Agency (CRA);
thus, all shareholders are informed.The
e-mail address of yatinmcuiliskileri@
gunessigorta.com.tr that can be used
for establishing communications with
investors through which investors can
send their questions and opinions is
provided under the heading of investor
relations contact.
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In addition, the website also pub-
lished in English in order to allow
foreign investors to have access to
company information contains, in
general, the information on the com-
pany’s structure, Board of Directors
and senior management as well as
its Corporate Governance Principles
Compliance Report provided in the
Investor Relations section and the
other information related with the
insurance sector. The financial state-
ments and footnotes and annual
reports issued for the last five years
are also provided on the website in
English for examination by foreign
investors.

2.2 Disclosure Policy

The Company’s “Disclosure Policy”
has been prepared in accordance
with CMB Corporate Governance
Principles and disclosed to sharehold-
ers, stakeholders and general public
through the website.

2.3 Material Event Disclosures

Public disclosure of the information,
events and developments that may
affect the value, and price of capital
market instruments and the inves-
tors’ investment decisions is made
according to the explanations provid-
ed in the Material Events Disclosure
(11-15.1) in order to ensure opera-
tion of capital markets in a reliable,
transparent, efficient, stable, fair and
competitive environment by inform-
ing investors timely, completely and
accurately.

Information related with the Com-
pany is disclosed to the public
within the knowledge and under the
responsibility of Birgll Denli, Assis-
tant General Manager for Strategy
and System Management and Murat
Koygun, Assistant General Manager
for Financial Affairs Management.

The Company made 6 material event
disclosures in 2016 pursuant to CMB
regulations. In addition, the capital
increase process was completed in
2016; and the PDP announcements
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related with increase of capital are published on the web-
site in the “Capital Increase” section. There are no material
event disclosures that have not been timely published in
relation to Glines Sigorta activities.

Company’s shares are traded in local stock exchanges
only.

2.4 Annual Report

The year-end Corporate Governance Principles Compli-
ance Report is added to the annual report in order to
provide information related with the practices regarding
Corporate Governance Principles within the annual re-
ports of the Company. Material changes happening during
the year are included in the interim activity report.

Annual report is prepared in the required format, com-
pletely and appropriately in accordance with the Regula-
tion on Financial Structures of Insurance and Reinsurance
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and Pension Companies, the Regulation on Determination
of Minimum Content of Annual Reports, of Companies,
the Circular no. 2011/8 issued by Undersecretariat of
Treasury for Insurance Companies and the CMB Corporate
Governance Communiqué.

2.5 Public Disclosure of People with Access to Insider
Information and Protection of Insider Information

The Capital Markets Board has started to monitor the peo-
ple with possible access to insider information through
the Central Registry System provided by the Central
Registry Agency (CRA). Pursuant to article 7 of the Mate-
rial Events Communiqué (11-15.1), it is required that the list
of people with access to insider information prepared by
companies and any changes on such list must be notified
to CRA. Some of the executives specified on the list of
people with access to insider information and working for
the employer are listed below.

Name Position

Serhat Siireyya CETIN General Manager

Hasan ALTANER Asistant General Manager
Birguil DENLI Assistant General Manager
Murat KOYGUN Assistant General Manager
Tahsin ORAL Assistant General Manager
Tayfun ALTINTAS Group Director

Elvan ATALAY Group Director

Pasa Hiseyin ALTIN Group Director

Ugur SEFILOGLU Group Director

Olcay SAHIN Group Director

Muhassin Bahadir TAMKAN Technical Accounting Manager

Murat SUZER General Accounting and Financial Reporting Manager

Caglar GUCLU General Accounting and Financial Reporting Assistant Manager

Fulden PEHLIVAN

Budget Planning and Investor Realtions Manager/ Investor Relations Certified Unit Manager

Pursuant to section 10, article 35 of the Insurance Law no.
5684, members and officers of enterprises subject to this
Law, people subject to this Law and the people working for
them and those working in the insurance sector by way of
outsourcing of services cannot disclose the secrets that they
learn due to their capacities and during their duties in relation
to the institutions subject to this Law or the persons related
with insurance agreements, to any persons other than the
competent authorities that are explicitly authorized by opera-
tion of law; otherwise, judicial fines are imposed in case of
such disclosures.

SECTION 3 - STAKEHOLDERS
3.1 Company’s Policy regarding Stakeholders

Stakeholders related with the Company are informed of any is-
sues that are of interest for them. The information disclosed to
public through the Company’s internal meetings and the bul-
letins issued by the Company is furnished to the stakeholders.
Stakeholders are also informed via intranet that was put into
service at the end of 2011 and various telecommunication tools.
The disclosures to the public are made through press confer-
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ences, statements given via media, PDP announce-
ments (material event disclosures), information
provided on website, and through CRA information
society service.

GuUnes-im, the corporate communication platform
of Gunes Sigorta personnel was commissioned in
September 2011 in order to increase communica-
tion and cooperation by way of sharing of corporate
and social information and to inform all employees
from the right source as soon as possible. Perfor-
mance management, target management and
leave of absence management are made avail-
able for the personnel via Personel-im portal. Jira
application is used for general claim management,
meeting management, the requests to be sent to
the Management Information System Department,
prodit-pusula application requests and administra-
tive services request management and authoriza-
tion requests. There are various applications put at
the disposal of personnel, including Bim help ap-
plication used for requests related with hardware
and software data processing problems; Pusula ap-
plication used for corporate resource management;
Armada application used for database reporting;
KYS application used for process management sys-
tem application; and e-payroll application used for
viewing payrolls. Various meetings, organizations
and e-bulletins are provided via Personel-im and
Guines-im intranets and management changes and
some important announcements are also notified via
company e-mail in order to inform employees.

Utmost attention is paid to the privacy of data relat-
ed with all stakeholders like employees, customers,
brokers, suppliers. Ethical principles to be followed in
the relationships with customers, suppliers, employ-
ees, brokers, and public agencies and institutions as
well as in the relationships with each other are de-
fined as “Insurance Ethics” published by the Associa-
tion of the Insurance and Reinsurance Companies of
Turkey. The principles encourage the general prin-
ciples like integrity, impartiality, trustworthiness as
well as the principles like exchange of information,
informing customers, customer secrets and security,
non-discrimination and service quality, recruitment,
career development, and representation and the be-
haviours and attitudes required by the dignity of the
profession like provision of suitable working environ-
ment. Within the framework of these principles, the
current public confidence in the sector is increased.
The principles of ethics adopted by our Company
and notified and announced to all Glines Sigorta em-
ployees are signed by all newly employed personnel
and consultants. In addition, the commitment letter
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related with Insurance Information and Monitoring
Center (SBM) information exchange protocol is also
adopted and signed by the personnel.

In addition, the Competition Law Compliance Pro-
gram published by the Turkish Competition Author-
ity has also been adopted by our company; and
Giines Sigorta competition law compliance policy
has been issued. With the said document, it is aimed
to inform all our employees about the Competition
Law and the competition among the companies in
the insurance sector, to prevent violations of com-
petitions before their occurrence or appearance, and
to inform company managers and employees about
competition rules and to prevent them from display-
ing the behaviours or practices contrary to competi-
tion legislation. This document is signed by all newly
employed personnel and consultants when they start
to work.

As a part of its Information Security Policy, Glines
Sigorta AS. explains the common rules and condi-
tions regarding Information Systems/Internet access
and security, which are applicable for all users using
Guines Sigorta network Information System resourc-
es. This document is signed by all newly employed
personnel and consultants when they start to work.

The Company develops various policies, procedures,
processes and practices within the framework of its
quality management system in order to protect its
stakeholders’ rights and to ensure their sustainability.
Some examples that can be given in relation thereof
include human resources policy, customer relations
policy, information disclosure policy, supplier evalu-
ation and contract negotiation and preparation pro-
cesses and customer satisfaction line.

3.2 Supporting Stakeholders’ Participation in the
Company Management

There are different models in place developed for
participation of stakeholders in the Company’s man-
agement.

General Agencies Meeting: In the Agencies Meeting
held once a year, the Company’s general situation
and targets are evaluated jointly with the Company’s
management and prospective opinions are shared;
thus, the Company-Business partner relationships are
strengthened and improved.

Glines-net portal commissioned in 2010 is used for
informing agencies on issues related with the Com-
pany, and it also provides direct and fast communica-
tion with the Company and facilitates the communi-
cation with the agencies.

Customer satisfaction survey is used to receive feed-
backs from customers via the company website and
to make evaluations.

Regional Coordination Meetings: In the meetings
held jointly with the employees of Regional Offices
and Headquarters and senior management, the re-
gional requests are presented and the communica-
tion oriented towards improvement of the coopera-
tion between the general management and regions
is further enhanced.

3.3 Company’s Human Resources Policy

Gtines Sigorta Human Resources Policy: is to manage
human resources effectively and efficiently in order
to achieve the strategic goal of “Increasing employee
satisfaction” towards the strategic approach of “Sus-
tainable competitive structure”.

“Team spirit” is the common ground of Guines Sigorta
employees. As one of the leading and well-estab-
lished companies in the insurance sector, our objec-
tive is to retain, under our structure, success-oriented
employees that will embrace our common values
and that enjoy teamwork and are open to personal
development.

All employees working at Giines Sigorta have a full
command of our company’s mission, vision, and qual-
ity policy. All employees are aware of the contribu-
tion of their jobs to the organizational efficiency of
Gtines Sigorta. Everyone works with the sense of
team spirit and has remarkable skills for creating in-
novations.

Glines Sigorta attaches great importance to provi-
sion and development of, particularly, the necessary
training as well as the equipment and disciplined pro-
cedures for its employees as required for their pro-
ductivity and Glines Sigorta considers its employees
as its most valuable capital asset.

Glines Sigorta raises its executives under its own
roof. It provides insurance formation for exploratory,
farsighted, creative young people with problem solv-
ing skills.

Gtines Sigorta Human Resources and Training Depart-
ment is responsible for all human resources proce-
dures related with its employees including, particu-
larly, recruitment process, training and development
activities, performance assessment, career planning,
and wage management. In this context; Guines Sig-
orta conducts the recruitment process through ex-
aminations and interviews. The applicant candidate’s
eligibility for our company and the position and his/

her personal characteristics are evaluated.

With the understanding that employees are its most
valuable asset, Glines Sigorta attaches utmost impor-
tance to training and development activities. To this
effect, it offers to its employees the opportunity to
develop themselves by receiving the trainings that
they need in the administrative, technical and per-
sonal development fields.

The goal of Performance Assessment at Glines Sig-
orta is to evaluate the performance of individuals
within the context of the Company’s strategic goals
and the institutional and individual goals and compe-
tencies, and to ensure that employees work in har-
mony and the company achieves the desired results.

Guines Sigorta implements Career Development
System by enabling its employees to make the best
of their competencies and knowledge and experi-
ences that they have gained. To this effect, trainings
oriented towards the areas for improvement are
planned under the scope of the Career Development
programs implemented for the employees display-
ing high performance or working in critical positions.
With the promotion exam held once a year at Glines
Sigorta, employees have the opportunity to take a
step forward in their careers. The wages of all em-
ployees are paid at the end of every month and there
are four bonus payments in a year and a dividend
payment decided and specified by the Board of Di-
rectors. Employees’ wages are increased upon their
promotion as they advance in their career and in line
with the criteria determined upon mutual agreement
reached with the union on a periodical basis. Glines
Sigorta employees are members of the Banking and
Insurance Workers Union and representatives were
internally assigned in the company to represent the
union member employees. Compensation rights
of Glines Sigorta employees are protected under
the related articles of labour law and the provisions
of the Collective Labour Agreement (TiS); and our
publicly-disclosed compensation policy has not been
prepared yet.

3.4 Relations with Customers and Suppliers

Glines Sigorta AS. has been uninterruptedly imple-
menting ISO 9001 Quality Management Systems
since 1997 so far in order to maximize unconditional
customer satisfaction among its customers and to
gradually improve this service.

The new Quality Management System of Gtines Sig-
orta AS. established on the basis of 1SO 9001:2008
Standard was certified according to ISO 9001:2008
Quiality management System Standard through the
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certification audit conducted by ASR (American Sys-
tems Registrar) on 10-11-12 December 2003. The cer-
tificate was extended for three years through re-cer-
tification audit conducted by ASR on 2 March 2010.
ISO 10002:2004 Customer Complaints Management
System certificate was received from ASR for the first
time on 2 March 2010.

In the Customer Relations Management unit, all in-
coming suggestions, information, appreciation and
complaint requests received verbally or in writing
(via e-mail, website survey forms, telephone, fax,
customer satisfaction line) are answered and the
related feedback is provided not later than three
business days under the scope of the company’s
information Disclosure Policy; thus, services are pro-
vided in order to maximize the customer satisfac-
tion. Customer Relations Policy is published on the
Company website.

The Company prioritizes its customer needs while
developing its products; and it aims to meet insur-
ance needs in an effective and efficient manner. The
company makes the necessary arrangements in or-
der to inform its customers about the products; and
it provides product information through its website
and call center. Special importance is given to pro-
vision of information at the time of execution of a
contract in relation to insurance products. To this
effect, the insured/customers are informed both
verbally and in writing. During provision of such in-
formation, the claims under insurance coverage and
exceptions, deductibles and non-warranty issues,
premium debt, consequences of non-payment of
premiums, the documents that will be requested at
the time of a claim and the course of actions to be
followed are explained. The communication chan-
nels including call center and Internet are always
kept open and available in order to allow insured
people to receive information and to have direct
access at the time of a claim. The policyholders are
correctly guided for quick completion of claims pro-
cesses. It is aimed that claims are paid accurately
and quickly.

The company secures its relationship with suppliers
from which it purchases goods or services through
the procedures that it has established as required
by the standards. The company makes all efforts
through its own means in order to protect suppli-
ers’ rights and to improve the relationships and the
quality from the stage of proposal collection until
the stages of invoice payment and inclusion in the
approved suppliers list. In case of violation of suppli-
ers’rights in the contracts signed with suppliers, the
company makes things easier for activation of the
necessary mechanisms required to be used.
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3.5 Ethical Rules and Social Responsibility

The Insurance Ethics published by the Association
of Insurance and Reinsurance Companies of Turkey
is also adopted by our Company. It is announced to
all our employees, thus making them aware and in-
formed of ethical principles. “Giines Sigorta Ethical
Principles” document is signed by all newly employed
personnel and consultants when they start to work.

Furthermore, having signed the United Nations
Global Compact in 2011, Giines Sigorta has once
again demonstrated its pioneering role in Turkish in-
surance sector by becoming the first non-life insur-
ance company signing this compact. Glines Sigorta
has promised to embrace and faithfully follow the
10 basic principles focusing on human rights, work-
ing standards, environment and anti-corruption; to
adapt such principles to the business processes as
well as the corporate values and culture in the best
manner possible and to continue to fulfil its respon-
sibilities towards its employees, stakeholders and so-
ciety from now on as usual. Global Compact Progress
Notice Report, which is renewed every year, is sent to
Global Compact and published in the “corporate so-
cial responsibility” section on our corporate website.

Glines Sigorta has been shaping and continuing its
social responsibility projects under the headings of
environment and social solidarity by focusing on cor-
rect use of natural resources, protection of environ-
ment and ensuring social development.

With the “Solar Power Plant” established in its Gen-
eral Management building, it has been generating its
own electricity and contributing in the nature by us-
ing green energy since 20009.

Producing special micro-products for women with
low income using loans, Glines Sigorta has become
the guarantee for entrepreneur women with low in-
come through its MicroHouse (MikroKonut) and Mi-
crolnsurance (MikroSigorta) products. The company’s
social responsibility projects are provided in details
in the “corporate social responsibility” section on the
corporate website.

Within the framework of its social responsibility proj-
ects, Glines Sigorta conducts a scholarship program
for university students. Scholarships were provided
for M5 students during September 2015-February
2016 fall academic semester and for 99 students dur-
ing March 2016-May 2016 spring academic semester
under the scope of the scholarship program, which
can be also benefited by the children of Company
employees. 120 students are currently receiving
scholarships in September 2016-February 2017 fall
academic semester.

Name Position Date of Appointment

Halil AYDOGAN Chairman 09.04.2013

Metin Recep ZAFER Vice Chairman 09.03.2007 (BoD Member) / 22.04.2016 (Vice Chairman)
Muhammet Liitfii GELEBI Member 27.03.2015

Abdi Serdar USTUNSALIH Member 15.04.2016

Aydin Cem ASLANBAY Member 15.04.2016

Serdar TUNCBILEK Independent Member 31.10.2014

Fatih KUCUKCAN Independent Member 15.04.2016

Serhat Siireyya CETIN

Member and General Manager 09.02.2011

SECTION 4 - BOARD OF DIRECTORS
4.1 Structure of the Board of Directors

The administration and activities of the Company are
managed by a Board of Directors comprising 8 mem-
bers including General Manager that are elected by
the General Assembly in accordance with the Turkish
Commercial Code, Capital Markets legislation and
the provisions of Insurance Legislation.

As of 31 December 2016, the names, positions and
the start date of office of the Chairman and mem-
bers of the Board of Directors are presented below:

The General Manager of the Company is a natural
member of the Board of Directors and has a vot-
ing right. Two independent Board Members were
started to be elected to the Board of Directors since
the General Assembly meeting held in 2012. The prin-
ciples of the corporate governance communiqué are
strictly complied with at the time of election of inde-
pendent members. The terms of membership to the
Board of Directors have been restricted in order to
protect the independence of independent members.
In case of a situation removing such independence,
the independent member notifies the related reason
too the Board of Directors for further announcement
in PDP; the Board is informed in writing simultane-
ously and the related member resigns. The Nomina-
tion Committee notifies the Board of Directors of the
new candidates for such vacant membership deter-
mined as a result of the evaluation, who will serve
until General Assembly elections.

Although there is no obligation to have a female
member among the members of the Board of Di-
rectors in the articles of association, there is no ar-
rangement that may prevent such an election to the
contrary, either.

Members of the Board of Directors are elected for

one year; however, the members whose terms of
office expire may be re-elected. The remuneration
payable to members of the Board of Directors is
determined by the General Assembly. The General
Assembly may, at any time, change and replace the
members of the Board of Directors when it considers
necessary. In case of a vacancy of membership in the
Board of Directors, the Board of Directors temporar-
ily select a person among the candidates nominated
by the same shareholders bearing the legal qualifica-
tions. The member elected as such shall serve until
the next General Assembly Meeting to be convened
and if such election is approved by the Board, the
related member serves until the expiry of the term of
the member replaced by him/her. The general man-
ager’s term of office is not dependent on the terms
of office of the Board members.

The members of the Board of Directors of the Com-
pany strictly comply with the prohibitions of execut-
ing transactions and competition with the Company
during the period. There is no credit/debt relation-
ship between the Board members and the company.

4.2 Powers/Authorities and
Responsibilities of the Board Members

The powers/authorities and responsibilities of the
Company’s Board members and executives are clear-
ly specified in the Company’s Articles of Association.
Pursuant to Article 13 of the Articles of Association,
the Board of Directors is authorized to take decisions
on any issues and transactions except for the mat-
ters exclusively reserved for the General Assembly.

The Board members of Glines Sigorta must meet
the qualifications specified in article 6 of the “Reg-
ulation on Establishment and Operating Principles
of Insurance and Reinsurance Companies”. Docu-
ments of members assigned to the Board of the
Directors are prepared and sent to the Undersec-
retariat of Treasury.
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The Board members’ and auditors’ educational back-
ground, professional experience and resumes are
provided in the Company’s annual report; in addi-
tion, the chairman’s and members’ resumes are also
published under the Board of Directors heading on
the website.

With the help of the committees, the Board con-
trols the processes for fulfillment of responsibilities
towards stakeholders, including, particularly, share-
holders. It undertakes utmost responsibility to estab-
lish, properly manage and maintain an internal con-
trol system comprising the risk management, infor-
mation systems and processes in order to minimize
the impacts of possible risks. It conducts joint activi-
ties with the Corporate Governance Committee and

Investor Relations Department for sustainability of
the efficiency of relationships with stakeholders. It
assumes a pioneering role in establishment of a com-
mon language for communication and settlement of
possible disputes.

The responsibilities are secured under professional li-
ability insurance in order to cover the damages that
may occur in the company during the term of office
of the Board members.

4.3 Form of Board of Directors Meetings
Agendas of the Board of Directors’ meetings are de-

termined according to the provisions and authorities
specified in the articles of association. The Board of

Committee Members

Committee Role

Corporate Governance Committee

Serdar TUNGCBILEK Chairman

Abdi Serdar USTUNSALIH

Committee Member

Fulden PEHLIVAN

Committee Member / Investor Relations Unit Certified Member

Committee Member

Serdar TUNGBILEK Chairman

Fatih KUGUKCAN

Committee Member

Riskin Erken Saptanmasi Komitesi

Serdar TUNGBILEK Chairman

Muhammet Liitfii CELEBI

Committee Member

Hasan ALTANER

Committee Member

Directors convenes upon the call by its chairman or
the request of at least two members as required by
the Company’s business affairs, and in any case, not
less than once a month. Meetings are held at the
Company’s head office or any other location agreed.
Each member has one voting right in the Board of
Directors. For validity of the resolutions taken by the
Board of Directors, a quorum of one more than half
of the number of its members should be present in
the meetings. Resolutions are taken by the major-
ity of the members present in the meeting. This rule
also applies for the Board of Directors’ meetings held
electronically. In case of equality of votes, the issue
in question is discussed again at the next meeting.
In case of tie of votes in this meeting again, the pro-
posal is deemed dismissed.

4.4 Committees formed under the structure of the
Board of Directors

Corporate Governance Committee, Audit Commit-
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tee and Early Risk Detection Committee were estab-
lished under the structure of the Board of Directors
in 2012. With the General Assembly meeting held on
30 April 2014, the members of the Board of Directors
were elected for a 1-year term of office; and the com-
mittee members were determined by the Board of
Directors’ resolution dated 9 May 2014. The commit-
tee members as at 31 December 2016 are as follows:

4.4.1 Audit Committee

Established on 20 April 2012, the Audit Committee is
responsible to supervise, on behalf of the Board of
Directors, the efficiency and adequacy of the Com-
pany’s internal systems, the functioning of such
systems and accounting and reporting systems in
accordance with the Insurance Law no. 5684 and
the related regulations and the integrity of all in-
formation generated; to make the preliminary as-
sessments during the process of appointment by
the Board of Directors of independent audit com-
panies and rating agencies and valuation, appraisal

and support service institutions; to regularly moni-
tor the activities of such institutions selected by
the Board of Directors, with which contracts are
signed; and to ensure that the internal audit activi-
ties of the subsidiaries subject to consolidation are
conducted and coordinated on a consolidated ba-
sis pursuant to the regulations enforced with refer-
ence to the Insurance Law no. 5684.

The Audit Committee submits its evaluations on
the authenticity and accuracy of the publicly dis-
closed annual and interim period financial state-
ments to the Board of Directors. Information on the
activities of the committee, the meetings held by it
and the related results is provided in the annual re-
port. The Audit Committee is comprised of at least
two members and the committee members are se-
lected among the Company’s independent Board
members.

Except for obligatory circumstances, the Audit
Committee convenes, in principle, at least four
times a year on a quarterly basis and when deemed
necessary upon the invitation of the Committee
Chairman at the headquarters of the Company.

4.4.2 Corporate Governance Committee
Established on 20 April 2012, the Corporate Gover-
nance Committee checks and determines whether
the Corporate Governance Principles are complied
with in the Company; and if not, the related reasons
and the conflicts of interest arising from the failure
to strictly comply with such principles; and submits
its recommendations towards improvement of cor-
porate governance practices to the Board of Direc-
tors. Activities of the investor relations department
are reported to the committee and the committee’s
opinion on the activities conducted is received.

In addition, the Corporate Governance Committee
also functions as a Nomination Committee and Re-
muneration Committee under the corporate gover-
nance communiqué.

On 30 June 2014, the Investor Relations Department
Manager was appointed for the first time and he
was also assigned as a member of the committee.
Except for obligatory circumstances, the Com-
mittee convenes, in principle, at least every three
months and whenever deemed necessary upon the
invitation of the Committee Chairman at the head
office of the Company.

4.4.3 Early Risk Detection Committee

Early Risk Detection Committee was established
on 20 October 2012 in accordance with the provi-
sions set forth in the 1st paragraph of article 378

of the Turkish Commercial Code no. 6102 enforced
on 1 July 2012. Pursuant to the Board of Directors’
resolution dated 24 May 2013, it was decided that
the committee should also function as Early Risk
Detection Committee, which was required by the
CMB Communiqué. The committee is comprised
of a chairman and two members; the independent
Board member acts as the chairman, and one of the
members acts as the executive assistant general
manager.

The Committee is responsible for early detection of
the risks that may endanger the presence, devel-
opment and sustainability of the Company, imple-
mentation of the necessary measures and actions
in relation to the risks identified, and conducting
the activities for risk management purposes; and
it evaluates the current situation in a report to be
submitted to the Board of Directors every two
months and reviews risk management systems at
least once a year.

Internal Control and Risk Management Depart-
ment was established as of 1 February 2009 under
the scope of the “Regulation on the Internal Sys-
tems of Insurance, Reinsurance and Pension Com-
panies” published in the Official Gazette no. 26913
dated 21 June 2008. Main risks faced by the Com-
pany are monitored under five main headings such
as insurance risk, credit risk, market risk, liquidity
risk and operational risks. Risk management policy
is presented both in the related section of annual
reports and on the website. The activities of the de-
partment are reported to the committee and the
committee’s opinion on such activities conducted
is received.

4.4.4 Financial Rights and Benefits granted to
the Board Members and Executives with
Administrative Responsibility

There is no fee payable to the Company’s Board
members except for the attendance fee deter-
mined upon the decision of the shareholders in the
General Assembly. The fees paid to Independent
Board members are not in a level likely to affect
their independence; and they do not include any
dividend, share options or performance-based pay-
ment types, either.

During the General Assembly Meeting held every
year, the policy on remuneration payable to Board
members and the amount paid are presented to
the investors for information through the minutes
of the General Assembly meeting published. The in-
formation on the remuneration and financial rights
granted to Board members and senior-level execu-
tives is published in the annual report.
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INFORMATION ON FINANCIAL STANDING, PROFITABILITY AND SOLVENCY

Glnes Sigorta’s size of assets increased by 14 per-
cent compared to the previous year and reached
TL 1 billion and 756 million and 36 thousand; and its
premium production increased by 7 percent and
reached the amount of TL 1 billion and 372 million
and 978 thousand in 2016. Our Company continues
its activities towards rapid adaptation with new
conditions, working in safety and in cooperation
with stakeholders, and widespread expansion of
insurance awareness all around the country. Our
Company has also provided the securities that

will cover its existing and any future obligations
under the custody of Treasury in accordance with
the regulations regulating insurance, reinsurance
and pension companies. Glines Sigorta has time-
ly fulfilled all of its legal and commercial obliga-
tions without experiencing any financial difficulty
thanks its strong structure of assets comprising
liquid assets and proper maturity distribution of
assets directed to investments. The summary of
financial data for the last five years including the
reporting period is provided in the table below.

Thousand TRY 2016 2015 2014 2013 2012

Total assets 1,756,036 1,636,797 1,360,678 1,212,682 992,626
Equity 433,195 306,102 386,504 334,569 307,632
Paid Capital 270,000 150,000 150,000 150,000 150,000
Written Gross Premium 1,372,978 1,288,379 1,212,631 1,076,727 922,457
Gross Paid Claims (757,106) (696,391) (595,834) (513,493) (463,897)
Gross Outstanding (1,072,274) (921,746) (660,430) (553,032) (404,133)
Premium Conservation Contribution 750,809 724,034 644,470 596,363 514,860
Technical Profit 17,922 (142,886) 31,756 (30,786) (2,886)
Conservation Rate (%) 55 56 53 55 56
Net Loss Ratio (%) 85 98 79 84 e
General Expenses (89,408) (88,490) (87,510) (84,758) (85,008)
Investment Incomes 82,850 100,242 64,078 55,941 35,180
Investment Costs (89,647) (91,510) (60,455) (56,727) (41,983)
Income on Investments (6,797) 8,731 3,623 (786) (6,804)
Net Profit or Loss for Financial Year (50,762) (162,569) 13,440 (53,692) (19,986)
Return on Equity (%) -12 -53 3 -16 -6
Return on Assets (%) -3 -11 1 -4 -2
Technical Profit / Written Premium (%) 1 -11 3 -3 -0.3
Net Profit / Written Premiums (%) -4 -13 1 -5 -2

INFORMATION ON FINANCIAL SITUATION; EFFORTS MADE FOR COVERING DEBTS,
CAPITAL ADEQUACY AND FINANCIAL STRENGTHENING

The Company decided to increase its paid-in
capital by the amount of TL 120,000,000 pursu-
ant to the Board if Directors’ resolution dated
20 July 2016; the application made in relation to
such capital increase was accepted by the Capi-
tal Markets Board on 14 December 2016 and pub-
lished and announced in the Official Gazette on
30 December 2016. Capital adequacy calculations
were made considering the financial statements
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dated December 2016 prepared after increase of
capital. In this period, our company’s “Required
Shareholders’ Equity” figure was determined as TL
357,390,026 within the framework of the related
regulation. Our Company’s shareholders’ equity
figure taken into consideration is TL 445,281,313 by
the same date and it was calculated to be above
the “Required Shareholders’ Equity” figure by an
amount of TL 87,891,288.
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DIVIDEND POLICY

Article 24 of the Company’s Articles of Association
describes how the profit will be distributed. Distribu-
tion of profit is determined by the Board of Directors
considering the Company’s situation, investment
need and financial structure; and the profit distribu-
tion proposal which will not impair the delicate bal-

ance between shareholders’ expectations and the
growth need of the company is implemented within
the statutory periods upon its acceptance by the
General Assembly. There is no privileged rights re-
lated with sharing of the Company’s profits.

ASSESSMENT BY THE CHAIRMANSHIP OF INSPECTION BOARD REGARDING THE FISCAL

YEAR OF 2016

Internal audit of Glines Sigorta is conducted by the
Chairmanship of Inspection Committee reporting to
the Board of Directors pursuant to the provisions of the
“Regulation on the Internal Systems of Insurance, Rein-
surance and Pension Companies”. As of the end of 2016,
there were 8 board members comprising 1 Chairman of
the Inspection Board, 3 inspectors and 4 Assistant In-
spectors within the staff of the Chairmanship of Inspec-
tion Board.

The Chairman of Inspection Board conducts inspections
about whether the activities of the Company’s Head-
quarters units, Regional Offices and representative offic-
es and agencies are conducted in compliance with the
Insurance Law and the other related legislation and the
in-house strategies, policies, principles and objectives;
the accuracy of financial data; the adequacy of practices
regarding protection of assets; and the efficiency of in-
ternal control and risk management systems as well as
the inspections related with the persons and entities
from whom support services are received within the
framework of the relevant legislation. The Chairmanship
of Inspection Board also conducts inspections and in-
vestigations related with the unlawful transactions ex-
ecuted by the personnel against the legislation and the
acts of fraud, forgery or deception committed by third

RISK MANAGEMENT POLICIES

The policies established for the risks faced by the Com-
pany are regularly reviewed in line with the changes oc-
curring in market conditions.

The risks evaluated in the risk management process are
listed below:

Insurance Risk

This risk refers to the risks arising from signed insurance
contracts; and such risks may be exemplified as the fail-
ure of healthy selection of insured risks, non-determina-
tion of insurance premiums at a level that con cover the
damages likely to occur in future; and concentrations
arising from non-distribution of risks.

While preparing the price tariffs and making individual

persons against the Company.

Inspections are carried out within the framework of the
annual audit plan prepared as a risk-based plan consid-
ering the resources of the Chairmanship of Inspection
Board in line with the Company’s targets and strategies.
The developments are closely monitored in order to
ensure that the inspections conducted and the reports
prepared as a result of such inspections are in compli-
ance with “International Internal Audit Standards”, risk-
based, and adding value to the Company; and required
changes and adjustments are made accordingly.

As a result of the audits, inspections and investigations
conducted by the Chairmanship of Inspection Board;
recommendations are provided to correct the findings
identified, to take the measures against recurrence of
similar events, to improve the processes and to develop
the internal control system; and the actions taken in
relation thereof are followed up. The Chairmanship of
Inspection Board contributes in the professional devel-
opment of Inspectors through the in-house and external
training opportunities that it offers and encourage and
support them in receiving the required certifications.
Thus, it also tries to raise trained and qualified human
resources for the Company.

pricing; market conditions, reinsurance contracts, turn-
over, profitability and sustainable growth objectives are
taken into consideration as a whole.

At Glnes Sigorta, the risks and the conditions under
which such risks will be covered at the level of agencies,
regional offices and headquarters are determined and
revised every year by the technical service departments
within the framework of risk underwriting principles us-
ing the reinsurance treaties and past claim-related ex-
periences. The code of practice booklet showing how
and under which conditions and to whom insurance
products can be sold or not sold, containing also the risk
acceptance principles, is distributed to sales channels
every year for information purposes.
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Considering the Company’s customer portfolio, past
claims statistics, the volume of business planned to
be realized next year, the equity structure and cur-
rent market conditions; branch-based retentions and
conditions of treaties to be purchased are deter-
mined by the Reinsurance and Special Risks Manage-
ment and Senior Management. The risks not covered
under reinsurance contracts, exceeding treaty condi-
tions and capacities or likely to impair the company’s
treaty balance are covered using domestic and inter-
national facultative reinsurance support.

Credit Risk

Credit risk is defined as the probability of failure of
the parties having a material relationship with the
company in fulfilling their obligations towards the
company. Reinsurance transactions and the premium
receivables arising from agencies are the major areas
creating the credit risk for the company. The Com-
pany monitors its receivables arising from insurance
activities within the framework of its collection poli-
cies and limits them through its coverage policies es-
tablished. In selection of reinsurers, the “List of Rein-
surance Companies meeting financial and Technical
Criteria” as drawn up by the Republic of Turkey Prime
Ministry Undersecretariat of Treasury and the reinsur-
ers’ credit ratings are taken into consideration; and
the impacts of the changes in market conditions on
such credit ratings are monitored.

Market Risk

Potential losses that may occur in the values of in-
struments held in the company’s portfolio as a result
of the changes in interest and exchange rates are

considered under the scope of market risk. Such risks
are monitored through the reports arranged in rela-
tion to foreign currency positions and securities.

Liquidity Risk

Liquidity risk refers to the company’s risk of failure in
fulfilling its obligations when they become due and
payable. The said risk arises particularly when assets
cannot be sold and converted into cash when cash
funds are needed. If the maturity of assets is longer
than the maturity terms of obligations, liquidity risk
increases.

The Company’s cash flow is monitored on a daily,
weekly and monthly basis; and assets and liabilities
are managed by following maturity mismatches and
foreign currency positions over the balance sheet.

Operational Risks

It refers to direct and indirect risk of loss arising from
inadequate and unsuccessful internal processes, per-
sonnel and systems or external events.

The practices to be followed in the activities and pro-
cesses conducted throughout the entire Company
have been documented through the procedures
prepared in relation thereof and the job descriptions
of employees involved in the processes are formally
specified. The rights and powers assigned to the busi-
ness units and users in relation to the processes and
the approval mechanisms to be implemented are de-
termined by the Board of Directors, General Manager
and Assistants to General Manager and defined un-
der the scope of written regulations and procedures.

PREVENTION OF LAUNDERING PROCEEDS OF CRIME AND TERRORISM FINANCING

Legislation and Compliance Management was es-
tablished in order to conduct its activities under the
scope of the “Regulation on Measures regarding
Prevention of Laundering of Proceeds of Crime and
Financing of Terrorism”; and the compliance officer
appointed in 2008 was included under the structure
of this management. The Policy on Monitoring and
Reporting of Laundering of Proceeds of Crime, Ter-
rorism Financing and Suspicious Transactions was
established and then sent to the Presidency of Finan-
cial Crimes Investigation Board after its approval by
the Board of Directors. Our corporate policy was also
served to our agencies and personnel. In addition, e-
training and face-to-face trainings oriented towards
all company personnel and agency employees were
started in 2009; and the trainings are provided for
newly-employed personnel and agency employees
every year. Face-to-face trainings were provided for
the Regional Managers and Regional Assistant Man-
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agers for Sales. Booklets and posters were prepared
and distributed to our personnel and agencies in
order to raise the awareness of our employees and
agencies.

On 13 October 2016, our compliance officer represent-
ing our company attended the meeting on Efficiency
in Anti-Money Laundering and Counter Terrorism
Financing, which was conducted by the Republic of
Turkey Ministry of Finance Presidency of Financial
Crimes Investigation Board in cooperation with the
National Crime Agency of the United Kingdom (Eng-
land); and our senior management was informed
of the European Union practices oriented towards
obliged parties and the issues of evaluation that Tur-
key would be subject to under the scope of FATF.

Our compliance officer participated, on behalf of
our company, in the workshop held in Istanbul on
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23 November 2016 with the participation of MASAK
(Financial Crimes Investigation Board) officials and
the compliance officers of insurance companies; and
as a result of the workshop, the company personnel
and sales channels and sales channel personnel were
asked to report the transactions considered by MA-
SAK authority as suspicious transactions, to complete
the related training activities and to pay attention to
identity verification procedures.

As a result of the Council of Ministers’” Decision no.
2013/5428 dated 30 September 2013 on freeze of
assets under the possession of persons, entities or
organizations listed by the United Nations Security
Council's decisions no. 1267 (1999), 1988 (2011) and
1989 (2011); all policyholder/insured data of the Com-
pany were compared with the persons and entities
listed by MASAK; and the results thereof were re-
ported to MASAK.

As specified under the heading “Requirement of
Assignment, Recording and Reporting of Tax Iden-
tification Numbers” within the Law no. 4358; it is
required to not issue any policy for the beneficia-
ries without an identification number. The Revenue
Administration has provided insurance companies
with the opportunity to collectively receive tax
identification numbers for foreign customers that
cannot present their tax identification numbers

INFORMATION TO SHAREHOLDERS

Relations with shareholders and investors are the
responsibility of the Corporate Governance Com-
mittee and Budget Planning and Investor Rela-
tions Department connected to the Strategy and
System Management. Shareholders and investors
may be informed either verbally or in writing.
Written information is recorded and the Corpo-
rate Governance Committee is informed of the is-
sues and questions asked and the answers given.

Shareholders and stakeholders may receive infor-
mation directly from the Investor Relations De-
partment; and they are also informed of the issues
like periodical developments, financial reports, fi-
nancial statements, material event disclosures via
the Company’s website and through CRA. Pursu-
ant to article 1524 of the Turkish Commercial Code,
it is required that the contents to be announced
on the website must be uploaded on the com-
pany’s dedicated pages using secure electronic
signatures and time stamps; that the contents up-
loaded must be kept in a secure environment; the
contents must be made available and accessible,
and archived safely. The information related with

during the stage of policy drafting. Related works
were completed within the framework of the Law;
and tax identification numbers are requested from
the affiliated tax offices for foreign people and en-
tities.

Identity verification studies are conducted ev-
ery year for new productions under the scope of
‘Know-your-Customer’ principle. In this context,
MASAK Authorization Project was completed and
commissioned as of 27 June 2016.

Authorization rules are run before drafting a policy
for a proposal requiring identity verification pursu-
ant to the legislation as of 27 June 2016; and issu-
ance of a policy for a proposal lacking the neces-
sary documents is not systematically permitted.

Notifications related to training and inspection
activities are reported to MASAK every year. In
2016, suspicious transaction reports were sent to
MASAK in relation to the transactions found sus-
picious among the files sent to SISBIS (Insurance
Abuses Information Sharing System). Risk policy
has been determined by the Internal Control and
Risk Management Department and Legislation and
Compliance Department; and internal control, re-
porting and communication systems have been
established.

our company is accessible through our website
in the Investor Relations Section under the head-
ing of “Information Society Services” and via the
companies information portal (e-Company) of the
Central Registration Agency (CRA); thus, all stake-
holders are informed.

Since 2013, it has been made possible to elec-
tronically participate in the General Assembly
Meetings of our Company. Our shareholders or
their proxies willing to participate in such meet-
ings electronically can, pursuant to article 1527
of the Turkish Commercial Code no. 6102, partici-
pate in meetings and cast their votes electroni-
cally if they have Electronic Signature Certificate
in addition to their right to physically attend the
General Assembly meeting. Our shareholders
willing to participate in meetings electronically
are required to complete the necessary proce-
dures in accordance with the provisions of the
“Regulation on Joint Stock Company General As-
sembly Meetings to be held Electronically” pub-
lished in the Official Gazette no. 28395 dated 28
August 2012.
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Vakifbank, its shareholder with the highest stake,
was established in 1954; it reaches out its corpo-
rate and retail customers through internet and
telephone banking. Providing services to its cus-
tomers with 3,862 ATMs and 187,861 units of POS
devices in total as well as 922 branches constitut-
ing its alternative delivery channels as of 30 June
2016, Vakifbank undertakes a leading role in the
financing of domestic and foreign trade.

Vakifbank has an offshore banking branch also in
Bahrain in addition to its branches in USA - New
York and Northern Irag - Arbil. It also supports
its overseas activities through Vakifbank Interna-
tional AG in Austria, and World Vakif UBB. Ltd. and
Kibris Vakiflar Bank. Lt. in TRNC (Turkish Republic
of Northern Cyprus).

Considering non-consolidated financial state-
ments published by 30 June 2016, Vakifbank is the
7th largest bank of the sector in terms of asset
size. Vakifbank group has a wide range of activi-
ties focusing on the businesses extending from
investment banking services to portfolio manage-
ment; from retail banking to life and elementary
insurance; from commercial and corporate bank-
ing to factoring and financial leasing services and
real estate investment.

COMMERCIAL REGISTER INFORMATION

The second principal partner Groupama serves 13
million members and customers as an insurance
company, bank and financial services provider
through its “multi-channel” distribution network.
Groupama S.A. is the eighth largest insurance
company of France in the insurance market. Grou-
pama ranks first in the agricultural and private
health insurance segments, second in home in-
surances segment, and fourth in motor accident
insurances segment.

Groupama gained a revenue of 10.3 billion Euro in
total and a net profit of 133 million Euro by the end
of 2015. While France constitutes its largest mar-
ket accounting for 7.2 million Euro; the company
has gained the revenue at the amount of 3.1 billion
Euro from home and accident insurances; and the
revenue at the amount of 4.0 billion Euro from life
and health insurances in the market. Groupama
has gained the remaining revenue amount of 3.1
billion Euro from its overseas insurance activities.

Outside France, Groupama is currently present in
11 countries including, in particular, Italy, Turkey,
Hungary, Romania, Greece, Portugal, Bulgaria,
Slovakia, Tunisia, China and Vietnam; and it has
33,500 employees.

Commercial Title: GUNES SIGORTA ANONIM SIRKETi

Trade Registration No: 66019
Registration Date: 17/09/1957

Company Address: Buytkdere Cad. Giines Plaza

No: 110 Esentepe-Sisli / ISTANBUL

System No: 0434005698400014
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CONVENIENCE TRANSLATION OF THE INDEPENDENT AUDITOR’S REPORT OF
GUNES SIGORTA A.S.
FOR THE PERIOD 1 JANUARY - 31 DECEMBER 2016
(ORIGINALLY ISSUED IN TURKISH)

To the Board of Directors of Giineg Sigorta A.5.
Report on the Financial Statements

1. We have audited the accompanying financial statements of Giines Sigorta A.S. (“the Company™)
which comprise the balance sheet as at 31 December 2016, the statement of income, the statement
of changes in equity and the statement of cash flows for the period then ended, and a summanry of
significant accounting policies and other explanatory notes.

Management’s Responsibility for the Financial Statements

2, The Company’s management is responsible for the preparation and fair presentation of these
financial statements in accordance with the accounting and financial reporting regulations enforced
by insurance legislation and Turkish Accounting Standards for the matters not regulated by
insurance legislation “Regulation on Insurance Accounting and Financial Reporting Principles” and
for such internal controls as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

Independent Auditors’ Responsibility

3.  Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with the regulations on the principles on auditing as set out in
the insurance legislation and Independent Auditing Standards that part of Turkish Standards on
Auditing issued by the Public Oversight Accounting and Auditing Standards Authority. Those
standards require that ethical requirements are complied with and that the independent audit is

planned and performed to obtain reasonable assurance whether the financial statements are free
from material misstatement.

An independent audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the professional
judgment of the independent auditor, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the independent auditor considers internal control relevant to the entity's preparation
and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An independent audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made
by the Company, as well as evaluating the overall presentation of the financial statements.

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

PwC Bagnnsiz Denetim ve Serbest Muhasebeci Male Muzavirlik A.5
BIK Plaza. Suleyman Seba Caddesi No.48 B Blok Kat 2 Akareller Begiktas 34357 Istanbul - Turkey
0490 212326 6060, F: 190 212 326 6050, wwWw PWC.COIMLLT  Morss Hunarama 01480 0224 0500015
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Opinion

4.  In our opinion, the financial statements present fairly, in all material respects, the financial positic
of Giines Sigorta Anonim Sirketi as at 31 December 2016 and its financial performance and cash
flows for the period then ended in accordance with Regulation on Insurance Accounting and
Finanecial Reporting Principles.

Other Responsibilities Arising From Regulatory Requirements

5. In accordance with subparagraph 4 of Article 398 of the Turkish Commercial Code (“TCC") No:
6102; auditor’s report on the early risk identification system and committee has been submitted to
the Company’s Board of Directors on 13 February z017.

6.  Inaccordance with subparagraph 4 of Article 402 of the TCC No: 6102; no significant matter has
come to our attention that causes us to believe that the Company’s bookkeeping activities for the
period 1 January - 31 December 2016 is not in compliance with TCC and provisions of the
Company’s articles of association in relation to financial reporting.

7. In accordance with subparagraph 4 of Article 402 of the TCC; the Board of Directors submitted to
us the necessary explanations and provided required documents within the context of audit.

Additional Paragraph for Convenience Translation into English

8.  Asdiscussed in Note 2.31 to the accompanying financial statements, the effects of differences
between the accounting principles as set out by the related insurance laws and accounting principl
generally accepted in countries in which the accompanying financial statements are to be distribut
and International Financial Reporting Standards (“IFRS”) have not been quantified in the
accompanying financial statements. Accordingly, the accompanying financial statements are not
intended to present the financial position and results of operations and changes in financial positi
and cash flows in accordance with accounting principles generally accepted in such countries and
IFRS.

PwC Bagimsiz Benetim ve
Serbest Muhasebeci Mali Miisavirlik A.S.

- “'I-r"'_ 5 ke
%

Partner

Istanbul, 13 February 2017
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GUNES SIGORTA

UNCONSOLIDATED FINANCIAL STATEMENTS
AS AT 31 December 2016

‘We confirm that the unconsolidated financial statements, related disclosures and footnotes as at 31 December 2016
which were prepared in accordance with the accounting principles and standards in force as per the regulations of
Republic of Turkey Prime Ministry Undersecretariat of Treasury are in compliance with the “Code Related to the
Financial Reporting of Insurance, Reinsurance and Private Pension Companies” and the financial records of our
Company.

Giines Sigorta A.S.
13 February 2017
Serhat CETIN Murat KOYGUN Ugur SEFILOGLU
Member of B of Directors Assistant General Financial Affairs
General ger Manager
M.Bahadir TAMKAN Murat SUZER
Technical Accounting General Accounting &
Manager Financial Reporting Manager
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CONVENIENCE TRANSLATION OF THE FINANCIAL STATEMENTS
FOR THE PERIOD 1 JANUARY- DECEMBER 31 2016

GUNES SIGORTA ANONIM SIiRKETI

CONVENIENCE TRANSLATION OF THE BALANCE SHEETS

ON 31 DECEMBER 2016 AND 2015

(Amounts expressed in Turkish Lira (“TRY”) unless otherwise indicated.)
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ASSETS

Notes

Audited
Current period
31 December 2016

Audited
Prior Period
31 December 2015

I- Current Assets

A- Cash and Cash Equivalents

1- Cash

2- Cheques Received

3- Cash at Banks

4- Cheques Given and Payment Orders

5- Bank Warrantied and Shorter than 3 months credit card receivables

6- Other Cash and Cash Equivalents

B- Financial Assets and Financial Investments with
Risks on Policyholders

1- Available-for-Sale Financial Asset

2- Held to Maturity Investments

3- Financial Assets Held for Trading

4- Loans and Receivables

5- Provision for Loans and Receivables

6- Financial Investments with Risks on Saving Life Policyholders

7- Company’s Own Equity Shares

8- Diminution in Value of Financial Investments

C- Receivables from Main Operations

1- Receivables from Insurance Operations

2- Provision for Receivables from Insurance Operations (-)

3- Receivables from Reinsurance Operations

4- Provision for Receivables from Reinsurance Operations (-)

5- Cash Deposited to Insurance and Reinsurance Companies

6- Loans to the Policyholders (Advance loan)

7- Loans to the Policyholders (-) (Advance loan) Provisions (-)

8- Receivables from Individual Pension Operations

9- Doubtful Receivables from Main Operations

10- Provision for Doubtful Receivables from Main Operations

D- Due from Related Parties

1- Due from Shareholders

2- Due from Associates

3- Due from Subsidiaries

4- Due from Joint Ventures

5- Due from Personnel

6- Due from Other Related Parties

7- Rediscount on Receivables from Related Parties (-)

8- Doubtful Receivables from Related Parties

9- Provision for Doubtful Receivables from Related Parties (-)

E- Other Receivables

1- Finance Lease Receivables

2- Unearned Finance Lease Interest Income (-)

3- Deposits and Guarantees Given

4- Other Miscellaneous Receivables

5- Rediscount on Other Miscellaneous Receivables (-)

6- Other Doubtful Receivables

7- Provision for Other Doubtful Receivables (-)

F- Prepaid Expenses and Income Accruals

1- Deferred Acquisition Costs

2- Accrued Interest and Rent Income

3- Income Accruals

4- Other Prepaid Expenses

G- Other Current Assets

1- Stocks to be Used in the Following Months

2- Prepaid Taxes and Funds

3- Deferred Tax Assets

4- Job Advances

5- Advances Given to Personnel

6- Inventory Count Differences

7- Other Miscellaneous Current Assets

8- Provision for Other Current Assets (-)

I- Total Current Assets

42,14

42,12
12
42,12

12
42,12

47

47

17
17
42,12

42,45
47

665,210,904
1,186

556.902.445

108 ,299,495;
7,775

395,166,808
399,041,568
(8.062.991)

135285580
(131097349)

3,708,745

3,708,745
403,151
(403.151)

99,188,353
91,138,398

8,049,955
8,631,893
7,209,385

58.822
1363686
1,171,906,703

The accomnanving notes are an inteeral nart of these financial statements.
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408230506

92,621,611
2204

182,095
182,095

403,038,868
401,043,583
(2,495 ,043)

103,101,704
(98.611.376)

4239350
4239350
403,151
(403.151)
90,914,866
838606181

7,048 685
6,958,143

5263228

156 ,OOS;
1,538,906
1,006,200,836
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CONVENIENCE TRANSLATION OF THE BALANCE SHEETS

ON 31 DECEMBER 2016 AND 2015

(Amounts expressed in Turkish Lira (“TRY”) unless otherwise indicated.)

ASSETS

Notes

Audited

Current period
31 December 2016

Audited
Prior period
31 December 2015

II- Non-Current Assets

A- Receivables from Main Operations

1- Receivables from Insurance Operations

2- Provision for Receivables from Insurance Operations (-)
3- Receivables from Reinsurance Operations

4- Provision for Receivables from Reinsurance Operations (-)
5- Cash Deposited for Insurance and Reinsurance Companies
6- Loans to the Policyholders

7- Provision for Loans to the Policyholders (-)

8- Receivables from Individual Pension Business

9- Doubtful Receivables from Main Operations

10- Provision for Doubtful Receivables from Main Operations (-)
B- Due from Related Parties

1- Due from Shareholders

2- Due from Associates

3- Due from Subsidiaries

4- Due from Joint Ventures

5- Due from Personnel

6- Due from Other Related Parties

7- Rediscount on Receivables from Related Parties (-)

8- Doubtful Receivables from Related Parties

9- Provision for Doubtful Receivables from Related Parties (-)
C- Other Receivables

1- Finance Lease Receivables

2- Unearned Finance Lease Interest Income (-)

3- Deposits and Guarantees Given

4- Other Miscellaneous Receivables

5- Rediscount on Other Miscellaneous Receivables (-)

6- Other Doubtful Receivables

7- Provision for Other Doubtful Receivables (-)

D- Financial Assets

1- Investments in Equity Shares

2- Investments in Associates

3- Capital Commitments to Associates (-)

4- Investments in Subsidiaries

5- Capital Commitments to Subsidiaries (-)

6- Investments in Joint Ventures

7- Capital Commitments to Joint Ventures (-)

8- Financial Assets and Financial Investments with Risks on Policyholders

9- Other Financial Assets

10- Impairment in Value of Financial Assets (-)

E- Tangible Assets

1- Investment Property

2- Impairment on Investment Property (-)

3- Property Held for Own Use

4- Machinery and Equipment

5- Furniture and Fixtures

6- Motor Vehicles

7- Other Tangible Assets (Including Leasehold Improvements)
8- Tangible Assets Acquired Through Finance Leases
9- Accumulated Depreciation

10- Advances Paid for Tangible Assets (Including Construction in Progress)

F- Intangible Assets

1- Rights

2- Goodwill

3- Pre-operating Expenses

4- Research and Development Costs

5- Other Intangible Assets

6- Accumulated Amortization (-)

7- Advances Paid for Intangible Assets

G- Prepaid Expenses and Income Accruals
1- Deferred Acquisition Expenses

2- Income Accruals

3- Other Prepaid Expenses and Income Accruals
H- Other Non-Current Assets

1- Effective Foreign Currency Accounts

2- Foreign Currency Accounts

3- Stocks to be Used in the Following Years
4- Prepaid Taxes and Funds

5- Deferred Tax Assets

6- Other Miscellaneous Non-Current Assets
7- Amortization on Other Non-Current Assets (-)
8- Provision for Other Non-Current Assets (-)
II- Total Non-Current Assets

TOTAL ASSETS
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12

12

[e)¥e Yo Yo Yo Yo No NN |

21

21

166,047

166.047

356,886,871
374,603 827

(17,716,956)
198,655,368
15,205,000

176,095,000
7,299,635
5,776,796

418 444
1,535,635
8,840,627

(16,515,769)

9,707,669
8,530,812

16,507,653
(15427262)
96,466

18,713,702

18,713,702

584,129,657
1,756,036.360

151,066

151,066

307,690,542
325,970,350

1076713

(19.356,521)
185,133,569
14.924.000

164,680,000
9,532,061
5,731,758

586,107
1,528,427
6,092,141

(17,940,925)

12,589,889
8,119,769

16,507,653
(12.133.999)
96,466

25,030,858

25030858

530,595,924
1,536.796,760

GUNES SIGORTA ANONIM SIRKETI

CONVENIENCE TRANSLATION OF THE BALANCE SHEETS

ON 31 DECEMBER 2016 AND 2015

(Amounts expressed in Turkish Lira (“TRY”) unless otherwise indicated.)

LIABILITIES
Audited Audited
Current period Prior period
Notes 31 December 2016 31 December 2015
II1- Short-Term Liabilities
A- Financial Liabilities 20 1,658,420 1,818,764
1- Borrowings from Financial Institutions - -
2- Finance Lease Payables 42,20 1,739,714 1,972,523
3- Deferred Leasing Costs (-) 42,20 (81,294) (153,759)
4- Current Portion of Long-Term Debts - -
5- Principal Instalments and Interests on Bonds Issued - -
6- Other Financial Assets Issued - -
7- Valuation Differences of Other Financial Assets Issued - -
8- Other Financial Liabilities - -
B- Payables Arising from Main Operations 176,526,366 181,543,075
1- Payables Arising from Insurance Operations 42,19 176,526,366 181,543,075
2- Payables Arising from Reinsurance Operations - -
3- Cash Deposited by Insurance and Reinsurance Companies - -
4- Payables Arising from Individual Pension Business - -
5- Payables Arising from Other Main Operations - -
6- Discount on Payables from Other Main Operations (-) - -
C- Due to Related Parties 42,45 12,105 15,066
1- Due to Shareholders 42,45 - 15,066
2- Due to Associates - -
3- Due to Subsidiaries - -
4- Due to Joint Ventures - -
5- Due to Personnel 42,45 12,105 -
6- Due to Other Related Parties - -
D- Other Payables 19 20,339,837 21,194 279
1- Deposits and Guarantees Received - -
2- Debts to SSI for treatment expenses 19 4,790,622 4,780,422
3- Other Miscellaneous Payables 19 15,633,863 16,480,461
4- Discount on Other Miscellaneous Payables (-) 19 (84,648) (66,604)
E- Insurance Technical Provisions 17 1,005,752,475 919,161,634
1- Reserve for Unearned Premiums - Net 17 377,625,836 349,973,798
2- Reserve for Unexpired Risks- Net 224,17 1,778,282 48,509,456
3- Life Mathematical Provisions - Net - -
4- Provision for Outstanding Claims - Net 17 604,851,235 518,592,525
5- Provision for Bonus and Discounts — Net - -
6- Other Technical Provisions — Net 10,17 21,497,122 2,085,855
F- Provisions for Taxes and Other Similar Obligations 22,672,388 18,524,350
1- Taxes and Funds Payable 21,071,396 17,146,105
2- Social Security Premiums Payable 1,600,992 1,378,245
3- Overdue, Deferred or By Installment
Taxes and Other Liabilities - -
4- Other Taxes and Similar Payables - -
5- Corporate Tax Provision and Other Fiscal Liabilities - -
6- Prepaid Taxes and Other Liabilities Regarding Current Period Profit (-) - -
7- Provisions for Other Taxes and Similar Liabilities - -
G- Provisions for Other Risks 23 3,763,879 3,987,399
1- Provision for Termination Indemnities - -
2- Provision for Pension Fund Deficits -
3- Provisions for Costs 23 3,763,879 3,987,399
H- Deferred Income and Expense Accruals 10,19 55,594,535 54,530,906
1- Deferred Commission Income 10,19 55,594,535 54,530,906
2- Expense Accruals - -
3- Other Deferred Income and Expense Accruals - -
I- Other Short-Term Liabilities - -
1- Deferred Tax Liabilities - -
2- Inventory Count Differences - -
3- Other Various Short Term Liabilities - -
III - Total Short-Term Liabilities 1,286,320,005 1,200,775,473

The accompanying notes are an integral part of these financial statements.
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GUNES SIGORTA ANONIM SIRKETI

CONVENIENCE TRANSLATION OF THE BALANCE SHEETS

ON 31 DECEMBER 2016 AND 2015

(Amounts expressed in Turkish Lira (“TRY”) unless otherwise indicated.)

LIABILITIES

Notes

Audited
Current period
31 December 2016

Audited
Prior period
31 December 2015

IV- Long-Term Liabilities

A- Financial Liabilities

1- Borrowings from Financial Institutions

2- Finance Lease Payables

3- Deferred Leasing Costs (-)

4- Bonds Issued

5- Other Financial Assets Issued

6- Valuation Differences of Other Financial Assets Issued (-)
7- Other Financial Liabilities

B- Payables Arising from Main Operations

1- Payables Arising from Insurance Operations
2- Payables Arising from Reinsurance Operations
3- Cash Deposited by Insurance and Reinsurance Companies
4- Payables Arising from Individual Pension Business
5- Payables Arising from Other Operations

6- Discount on Payables from Other Operations (-)
C- Due to Related Parties

1- Due to Shareholders

2- Due to Associates

3- Due to Subsidiaries

4- Due to Joint Ventures

5- Due to Personnel

6- Due to Other Related Parties

D- Other Payables

1- Deposits and Guarantees Received

2- Debts to SSI for treatment expenses

3- Other Miscellaneous Payables

4- Discount on Other Miscellaneous Payables (-)
E- Insurance Technical Provisions

1- Reserve for Unearned Premiums — Net

2- Reserve for Unexpired Risks - Net

3- Life Mathematical Provisions - Net

4- Provision for Outstanding Claims - Net

5- Provision for Bonus and Discounts — Net

6- Other Technical Provisions — Net

F- Other Liabilities and Relevant Accruals

1- Other Liabilities

2- Overdue, Deferred or By Instalment

Taxes and Other Liabilities

3- Other Liabilities and Expense Accruals

G- Provisions for Other Risks

1- Provisions for Severance Pay

2- Provisions for Employee Pension Funds Deficits
H- Deferred Income and Expense Accruals

1- Deferred Income

2- Expense Accruals

3- Other Deferred Income and Expense Accruals
I- Other Long-Term Liabilities

1- Deferred Tax Liabilities

2- Other Long-Term Liabilities

IV- Total Long-Term Liabilities
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20
42,20

226,17

226,17

23
23

3,050,696
31050.696

22,917,755

22.917,755

10,552,843
10,552,843

36,521,294

278,195

287370
©.175)

2,426,450
2426 450

18,479,283

18,479,283

8,734,945
8,734,945

229,918,873;

SHAREHOLDERS’ EQUITY
Audited Audited
Current period Prior period
Notes 31 December 2016 31 December 2015

V- Shareholders’ Equity

A- Paid in Capital 213,15 270,000,000 150,000,000
1- (Nominal) Capital 213,15 270,000,000 150,000,000
2- Unpaid Capital (-) - -
3- Positive Capital Restatement Differences - -
4- Negative Capital Restatement Differences (-) - -
5- Capital To Be Registered - -
B- Capital Reserves 15 78,403,322 17,822,568
1- Share Premium 654,992 -
2- Cancellation Profits of Equity Shares - -
3- Profit on Asset Sales That Will Be Transferred to Capital - -
4- Currency Translation Adjustments - -
5- Other Capital Reserves 15 77,748 330 17,822,568
C- Profit Reserves 433,790,832 377,035,804
1- Legal Reserves 15 4,949 441 4,949 441
2- Statutory Reserves - -
3- Extraordinary Reserves - -
4- Special Funds (Reserves) - -
5- Revaluation of Financial Assets 15 286,146,708 239,953,208
6- Other Profit Reserves 15 142,694,683 132,133,155
D- Retained Earnings - -
1- Retained Earnings - -
E- Accumulated Losses (-) (298.,236,645) (76,187,078)
1- Accumulated Losses (-) (298,236,645) (76,187,078)
F- Net Profit/(Loss) for the Period 37 (50,762.,448) (162,568,880)
1- Net Profit for the Year - -
2- Net Loss for the Year (-) (51,418,200) (222,494,642)
3- Net Profit That Is Not Subject To Distribution 15 655,752 59,925,762
Total Equity 433,195,061 306,102,414
TOTAL EQUITY AND LIABILITIES 1,756,036,360 1,536,796,760

The accompanying notes are an integral part of these financial statements.
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GUNES SIGORTA ANONIM SiRKETI

CONVENIENCE TRANSLATION OF THE STATEMENTS OF INCOME

FOR THE PERIODS 1 JANUARY - 31 DECEMBER 2016 AND 2015

(Amounts expressed in Turkish Lira (“TRY”) unless otherwise indicated.)

I- TECHNICAL PART

Audited Audited

1 January - 1 January -

Notes 31 December 2016 31 December 2015

A- Non-Life Technical Income 841,704,113 763,252,915
1- Earned Premiums (Net of Reinsurer Share) 769,888,495 664,111,435
1.1- Written Premiums (Net of Reinsurer Share) 17 750,809,359 724 034,071
1.1.1- Written Premiums, gross 17 1,372,978,363 1,288,378,653
1.1.2- Written Premiums, ceded 10,17 (597,714 ,030) (541,978,659)
1.1.3- Premiums transferred to SSI 42,10,17 (24.454974) (22,365,923)

1.2- Change in Reserve for Unearned Premiums

(Net of Reinsurer Shares and Less the Amounts Carried Forward) 17 (27,652,038) (24,000,363)
1.2.1- Reserve for Unearned Premiums, gross 17 (50,379,548) (54,248,820)
1.2.2- Reserve for Unearned Premiums, ceded 10,17 19272219 32,768,164
1.2.3- SSI Share of Reserve for Unearned Premium 10,17 3,455291 (2,519,707)
1.3 Changes in Reserve for Unexpired Risks
(Net of Reinsurer Share and Less the Amounts Carried Forward) 17 46,731,174 (35,922,273)
1.3.1- Reserve for Unexpired Risks, gross 17 49,805,600 (47,079,237)
1.3.2- Reserve for Unexpired Risks, ceded 10,17 (3,074 426 11,156,964
2- Investment Income - Transferred from Non-Technical Section 40,918,811 52,327,372
3- Other Technical Income (Net of Reinsurer Share) 3,100,841 406,259
3.1- Other Technical Income, gross 3,100,841 406,259
3.2- Other Technical Income, ceded - -
4- Accrued salvage and subrogation income 27,795,966 46,407,849
B- Non-Life Technical Expense (823,782,558) (906,139,184)
1- Incurred Losses (Net of Reinsurer Share) (613,787,149) (688,751 ,465)
1.1- Claims Paid (Net of Reinsurer Share) (527,528.,439) (521,178,847)
1.1.1- Claims Paid, gross (757,106,144) (696,390,840)
1.1.2- Claims Paid, ceded 10 229,577,705 175,211,993
1.2- Change in Provisions for Outstanding Claims

(Net of Reinsurer Share and Less the Amounts Carried Forward) 17 (86,258,710) (167,572,618)
1.2.1- Change in Provisions for Outstanding Claims, gross 17 (150,528 ,287) (261,315875)
1.2.2- Change in Provisions for Outstanding Claims, ceded 10,17 64,269,577 93,743 257
Change in Provision for Bonus and Discounts

(Net of Reinsurer Share and Less the Amounts Carried Forward) - -
2.1- Provision for Bonus and Discounts, gross - -
2.2- Provision for Bonus and Discounts, ceded
3- Change in Other Technical Reserves

(Net of Reinsurer Share and Less the Amounts Carried Forward) 17 (4438471) (3,824,359)
4- Operating Expenses 32 (205,556,938) (213,563,360)
5- Change in mathematical provisions (net off circulating part)

(Net off Circulating Part) - -
5.1- Mathematical Provisions - -
5.2- Mathematical Provisions, ceded - -
6- Other Technical Expenses - -
6.1- Other Technical Expenses, gross - -
6.2- Gross Other Technical Expenses, ceded - -
C- Net Technical Income-Non-Life (A — B) 17,921,555 (142,886,269)

D- Life Technical Income
1- Earned Premiums (Net of Reinsurer Share)
1.1- Written Premiums (Net of Reinsurer Share)
1.1.1- Written Premiums, gross
1.1.2- Written Premiums, ceded
1.2- Change in Reserve for Unearned Premiums
(Net of Reinsurer Shares and Less the Amounts Carried Forward)
1.2.1- Reserve for Unearned Premiums, gross
1.2.2- Reserve for Unearned Premiums, ceded
1.3- Change in Reserve for Unexpired Risks
(Net of Reinsurer Share and Less the Amounts Carried Forward)
1.3.1- Reserve for Unexpired Risks, gross
1.3.2- Reserve for Unexpired Risks, ceded
2- Investment Income
3- Unrealized Gains on Investments
4- Other Technical Income (Net of Reinsurer Share)
4.1- Other Technical Expenses, gross
4 .2- Gross Other Technical Expenses, reinsurer share
5- Accrued subrogation income

The accompanying notes are an integral part of these financial statements.
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GUNES SIGORTA ANONIM SIRKETI

CONVENIENCE TRANSLATION OF THE STATEMENTS OF INCOME
FOR THE PERIODS 1 JANUARY - 31 DECEMBER 2016 AND 2015

(Amounts expressed in Turkish Lira (“TRY”) unless otherwise indicated.)

I- TECHNICAL PART

Audited Audited
1 January - 1 January -
Notes 31 December 2016 31 December 2015

E- Life Technical Expense

1- Incurred Losses (Net of Reinsurer Share)
1.1- Claims Paid (Net of Reinsurer Share)
1.1.1- Claims Paid, gross
1.1.2- Claims Paid, ceded
1.2- Change in Provisions for Outstanding Claims
(Net of Reinsurer Share and Less the Amounts Carried Forward)
1.2.1- Change in Provisions for Outstanding Claims, gross
1.2.2- Change in Provisions for Outstanding Claims, ceded
2- Change in Provision for Bonus and Discounts
(Net of Reinsurer Share and Less the Amounts Carried Forward)
2.1- Provision for Bonus and Discounts, gross
2.2- Provision for Bonus and Discounts, ceded
3- Change in Life Mathematical Provisions
(Net of Reinsurer Share and Less the Amounts Carried Forward)
3.1- Mathematical Reserves (-)
3.1.1- Actuarial Mathematical Reserves (+/-)
3.1.2- Profit Share Reserve (For Permanent Life Insurance Policies)
3.2- Reinsurers’ Share of Mathematical Reserves (+)
3.2.1- Reinsurer’s Share of Actuarial Mathematical Reserves (+)
3.2.2- Reinsurer’s Share of Profit Share Reserve-
(for Permanent Life Insurance Policies) (+)
4- Change in Other Technical Reserves
(Net of Reinsurer Share and Less the Amounts Carried Forward)
5- Operating Expenses
6- Investment Expenses
7- Unrealized Losses on Investments
8- Investment Income Transferred to the Non-Life Technical Section
F- Net Technical Income- Life (D — E)
G- Pension Business Technical Income
1- Fund Management Income
2- Management Fee
3- Entrance Fee Income
4- Management Expense Charge in case of Suspension
5- Income from Individual Service Charges
6- Increase in Value of Capital Allowances Given as Advance
7- Other Technical Expense
H- Pension Business Technical Expense
1- Fund Management Expense
2- Decrease in Value of Capital Allowances Given as Advance
3- Operating Expenses
4- Other Technical Expenses
I- Net Technical Income - Pension Business (G — H))

The accompanying notes are an integral part of these financial statements.
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GUNES SIGORTA ANONIM SiRKETI GUNES SIGORTA ANONIM SIiRKETI

CONVENIENCE TRANSLATION OF THE STATEMENTS OF INCOME CONVENIENCE TRANSLATION OF THE STATEMENTS OF CASH FLOWS
FOR THE PERIODS 1 JANUARY - 31 DECEMBER 2016 AND 2015 FOR THE PERIODS 1 JANUARY - 31 DECEMBER 2016 AND 2015
(Amounts expressed in Turkish Lira (“TRY”) unless otherwise indicated.) (Amounts expressed in Turkish Lira (“TRY”) unless otherwise indicated.)
II - NON-TECHNICAL PART Audited Audited
Current period Prior period
Audited Audited Notes 31 December 2016 31 December 2015
1 January - 1 January -
Notes 31 December 2016 31 December 2015

A. CASH GENERATED FROM MAIN OPERATIONS

C- Net Technical Income — Non-Life (A-B) 17,921,555 (142,886,269) 1. Cash prOVided from insurance activities 1 ,65 1 ,409 ,844 1 ,544 ,949 ,807
F- Net Technical Income — Life (D-E) . . 2. Cash provided from reinsurance activities - -
I - Net Technical Income — Pension Business (G-H) - - 3. Cash provided from pension business - -
J- Total Net Technical Income (C+F+I) 17,921,555 (142,886,269) 4. Cash used in insurance activities (1,627,697,014) (1,554,740,507)
K- Investment Income 82,849,995 100,241,570 5. Cash used in reinsurance activities - -
é— }ncome 1Erom FDl.nancw;I l?s;.ets 1 Asset 26 47253274 33,307,334 6. Cash used in pension business _ _
- Income Irom Disposal oI riancial ssets - - . . o ege
3- Valuation of Financial Assets 26 (1.470,343) 3301412 g' E}?:zima‘%ded From Operating Activities 23 ’712’83(3 (9’790’70(3)
4- Foreign Exchange Gains 26 33,102,066 37,600,560 : p i
5- Income from Associates 26 491575 8.695.000 9. Income taxes paid (7,087,991) (1,647.744)
6- Income from Subsidiaries and Joint Ventures 26 561,013 - 10. Other cash inflows 2,563,615 -
7- Income from Property, Plant and Equipment 26 2,904,823 17,138,926 11. Other cash outflows (13,801,829) (13,785,105)
8- Income from Derivative Transactions - - 12. Net Cash Provided From Operating Activities 5,386,625 (25,223,549)
9- Other Investments A . 26 7,587 198,338 B. CASH FLOWS FROM INVESTING OPERATIONS
1L0-11“00Te Tftaf]l;fe”ed from Life Section $9.647.018) 01510436) 1. Disposal of tangible and intangible assets 1.897.903 93,643,000
- Investment Expense 647, K L . . .
1- Investment Management Expenses (Inc. interest) 42 (3.771,294) (3,540,315) g ﬁcqu?sf?on 01{ ?‘ng‘b!eland ‘?mng‘ble assets 6’1? (461301 1_) (;’(9)2421’@(1))
2- Diminution in Value of Investments - - : 'cqu151 on o mz%naa assets @ ’ )
3- Loss from Disposal of Financial Assets (222) ~ 4. Disposal of financial assets 11 182,095 8,580,044
4- Investment Income Transferred to 5. Interests received 47253273 36,295,687
Non-Life Technical Section 42 (40,918.,811) (52,327,372) 6. Dividends received 9,45 491,575 8,695,000
5- Loss from Derivative Transactions - - 7. Other cash inflows 553,534 738,926
6- Foreign Exchange Losses 42 (33.211,246) (23,949.663) 8. Other cash outflows (3,771,294) (5,181,124)
7- Depreciation and Amortization Expenses 4.2,6,8 (7.057,503) (6,369,916) 9. Net Cash Provided by Investing Activities 41,994,075 136,734,622
8- Other Investment Expenses 4.2 (4,687.938) (5,323,170) C. CASH FLOWS FROM FINANCING OPERATIONS
M- Income and Expenses From Other and 1. Equity sh . d 213.15 120.654.992 )
Extraordinary Operations (61,886,984) (28,413,745) - Equity shares 1ssue . 49 0%,
1- Provisions 47 (59,543 ,634) (40,891 ,816) 2. Cash provided from loans and borrowings - -
2- Rediscounts (109,318) (497.741) 3. Finance lease payments (3,052,258) (1,539,200)
3- Specified Insurance Accounts - - 4. Dividends paid - -
4- Monetary Gains and Losses - - 5. Other cash inflows - -
5- Deferred Taxation (Deferred Tax Assets) 21,35 (2,951,458) 10,846,647 6. Other cash outflows - (932,000)
g- ge}ferfled Taxation (Deferred Tax Liabilities) ) s63.618 424870 7. Net Cash Used In Financing Activities 117,602,734 (2,471,200)
8- Othzz ;:;);:es and Losses (1 ’846,189) (,295 ’705) D. EFFECT OF EXCHANGE DIFFERENCES ON
9- Prior Year’s Income T T CASH AND CASH EQUIVALENTS (5,695,470) 20,990,715
10- Prior Year’s Expenses and Losses _ B E. Net increase/ (decrease) in cash and cash equivalents 159,287,964 130,030,588
N- Net Profit for the Year 37 (50,762,448) (162,568,880) F. Cash and cash equivalents at the beginning of the period 14 360,867,854 230,837,266
1- Profit for the Year 37 (50,762 ,448) (162,568.880) G. Cash and cash equivalents at the end of the period 14 520,155,818 360,867,854
2- Corporate Tax Provision and Other Fiscal Liabilities - -
3- Net Profit for the Year 37 (50,762 ,448) (162,568.,880)
4- Monetary Gains and Losses - -
The accompanying notes are an integral part of these financial statements. The accompanying notes are an integral part of these financial statements.
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CONVENIENCE TRANSLATION OF THE STATEMENT OF CHANGES IN EQUITY

FOR THE PERIODS 1 JANUARY - 31 DECEMBER 2016 AND 2015

(Amounts expressed in Turkish Lira (“TRY”) unless otherwise indicated.)

GUNES SIGORTA ANONIM SiRKETI
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433,195,061

GUNES SIGORTA ANONIM SIRKETI

CONVENIENCE TRANSLATION OF THE NOTES TO THE FINANCIAL
STATEMENTS FOR THE PERIOD 1 JANUARY - 31 DECEMBER2016

(Amounts expressed in Turkish Lira (“TRY”) unless otherwise indicated.)

(298,236,645)

(50,762,448)

221,098,005

4,949 441

1. GENERAL INFORMATION
1.1 Name of the Company and the ultimate parent of the group

As at 31 December 2016, the major shareholders of Giines Sigorta Anonim Sirketi (the “Company”)
are Tiirkiye Vakiflar Bankasi TAO (“Vakiflar Bankasi”) and Groupama SA (Note 2.13).

1.2 Location and the legal structure of the Company, country and the address of the
registered office (address of the operating center if it is different from the registered office)

The Company has been registered in Istanbul, Turkey in 1957 and operates as a joint stock company in
accordance with Turkish Commercial Code (“TCC”). The Headquarter of the Company is located in
“Giines Plaza, Biiylikdere Cad. No: 110 Esentepe Sigli 34394”.

Excepting Istanbul — Headquarter office, the Company has regional offices, Istanbul - Centre, Istanbul
- Kadikdy, Istanbul - West, Middle Anatolia, Aegean, South Anatolia, Blacksea, Mediterranean, The
Marmara, East Anatolia, and Turkish Republic of Northern Cyprus, as the current year the Istanbul
1.Region, Istanbul 2.Region, Istanbul 3.Region, Middle Anatolia, Aegean -Mediterranean, South
Anatolia financial region offices are opened. The Company has also representative offices in Erzurum,
Kayseri and Samsun.

1.3 Nature of operations

The Company operates in non-life insurance branches consisting of automotive and non-automotive
accident, fire, transportation, engineering, health, agriculture and legal protection.

14 Description of the main operations of the Company

The Company conducts its operations as stated in Note 1.3 above in accordance with the Insurance
Law No.5684 issued in the Official Gazette dated 14 June 2007 and numbered 26552 (“the Insurance
Law”) and the communiqués and other regulations in effect issued by Treasury. As at 31 December
2016, the Company has 1,546 authorized agencies aggregating (31 December 2015: 1,784 authorized
and 2 unauthorized agencies).

1.5 The average number of the personnel during the period in consideration of their
categories

The average number of the personnel during the period was as follows:

286,146,708

1 January - 1 January -

31 December 2016 31 December 2015

Senior Management 17 16
Other Personnel 593 608
Total 610 624

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

270,000,000

(*)  The Company’s general manager and assistant general managers are included.

1.6  The total amount of the salaries and similar benefits provided to the senior management
including Chairman, Member of the Board of Directors, General Manager, General

Coordinator, and Assistant General Managers:

1 January - 1 January -

31 December 2016 31 December 2015

Salaries 2,513,646 1,929,899
Bonuses 779411 642,559
Title and license claims 330,051 224,258
Group and individual pension contributions 59,242 43,550
Transportation, food and fuel contributions 18,056 17,543
Other paid benefits 39,352 78,904
Total benefits provided to senior management 3,739,758 2,936,713
Provision for employment termination benefits 213,282 177,156

Detailed explanations for the shareholders’ equity items are disclosed in Note 15

II - Balance at — 31 December 2016

*)

11
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GUNES SIGORTA ANONIM SiRKETI

CONVENIENCE TRANSLATION OF THE NOTES TO THE FINANCIAL
STATEMENTS FOR THE PERIOD 1 JANUARY - 31 DECEMBER 2016

(Amounts expressed in Turkish Lira (“TRY”) unless otherwise indicated.)

1. GENERAL INFORMATION (Continued)

1.7 Criteria set for the allocation of investment income and operating expenses (personnel,
management, research and development, marketing and sales, outsourcing utilities and
services and other operating expenses) in the financial statements

Procedures and principles related to keys used in the distribution of investment income and operating
expenses in the financial statements are determined in accordance with “Communiqué on the
Procedures and Principles for the Keys Used in the Financial Statements Being Prepared In accordance
with Insurance Accounting Plan” dated 4 January 2008 and numbered 2008/1 issued Prime Ministry
Undersecretariat of Treasury of the Turkish Republic (“the Turkish Treasury”).

In accordance with the related communiqué, all income that is generated by the Company assets
invested for non-life technical provisions is transferred from non-technical to technical part. The other
investment income is classified under non-technical part. The Company allocates general expenses
transferred to technical part to branches based on the weighted average of the number of policies,
amount of premium production and number of claim notifications in last three years.

1.8 Information on the financial statements as to whether they comprise an individual
company or a group of companies

The financial statements include only one company (Giines Sigorta Anonim Sirketi).

1.9 Name or other identity information about the reporting entity and the changes in this
information after previous reporting date

Name of the Company : Gilines Sigorta Anonim Sirketi

Registered address of the head office : Giines Plaza, Biiyiikdere Cad. No:110
Esentepe Sisli 34394 istanbul

The website of the Company : www.gunessigorta.com.tr

1.10 Subsequent Events

Explanations related to subsequent events are disclosed in detail in Note 46.
2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

2.1 Basis of preparation

2.1.1 Information about the principles and the special accounting policies used in the
preparation of the financial statements

The Company prepares its financial statements in accordance with the Insurance Law numbered 5684
and the regulations issued for insurance and reinsurance companies by the Undersecretariat of
Treasury (the “Treasury”).

The financial statements are prepared in accordance with the Insurance Chart of Accounts included in
the communiqué issued by the Treasury regarding the Insurance Chart of Accounts and Prospects,
published in the Official Gazette (No: 25686) dated 30 December 2004 (Insurance Accounting System
Communiqué No.l) and 27 December 2011 dated and 2011/14 numbered Notice regarding to the
Opening of New Account Codes In Insurance Account Plan. Content and the format of the financial
statements prepared and explanations and notes thereof are determined in accordance with the
Communiqué on Presentation of Financial Statements published in the Official Gazette numbered
26851 dated 18 April 2008 and numbered 2012/7 and dated 31 May 2012 Notice regarding to the
Presentation of the New Account Codes and Financial Statements.
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GUNES SIGORTA ANONIM SIRKETI

CONVENIENCE TRANSLATION OF THE NOTES TO THE FINANCIAL
STATEMENTS FOR THE PERIOD 1 JANUARY - 31 DECEMBER 2016

(Amounts expressed in Turkish Lira (“TRY”) unless otherwise indicated.)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.1.1 Information about the principles and the special accounting policies used in the
preparation of the financial statements(Continued)

The financial statements were prepared as in a TRY and historical cost basis, being adjusted for
inflation until 31 December 2004, except for the financial assets and investment properties and
properties held for use measured at their fair value.

In accordance with the “Regulation on Financial Reporting of Insurance and Reinsurance Companies
and Pension Companies” issued on 14 July 2007 and effective from 1 January 2008, and also in
accordance with the communiqués which may be issued by the Treasury, operations of insurance
companies shall be accounted for in accordance with the Turkish Accounting Standards (“TAS”) and
the Turkish Financial Reporting Standards (“TFRS”) as issued by the Turkish Accounting Standards
Board (“TASK”) and other regulations, communiqués and explanations issued by the Treasury
regarding accounting and financial reporting issues. With reference to the notice of the Treasury No. 9
dated 18 February 2008, “TAS 1- Financial Statements and Presentation”, “TAS 27- Consolidated and
Unconsolidated Financial Statements”, “TFRS 1 - Transition to TFRS” and “TFRS 4- Insurance
Contracts” have been scoped out of this application. In addition, insurance companies are not required
to prepare consolidated financial statements pursuant to the official statement on Regulation of
Consolidated Financial Statements of Insurance and Reinsurance Companies and Pension Companies
issued in the Official Gazette, dated on 31 December 2008 and numbered 27097.

The Company accounts and recognises its insurance technical reserves in its financial statements as of
31 December 2016 in accordance with the “Regulation on Technical Reserves of Insurance,
Reinsurance and Pension Companies and the Assets to which These Reserves Are Invested”
(“Regulation on Technical Reserves”) dated 28 July 2010 published in official gazette numbered
27655 and changes on this regulation on 17 July 2012 and numbered 28356 and other regulations
issued for insurance and reinsurance companies by the Treasury (Note 2.23,2.24,2.25 and 2.26).

2.1.2 Other accounting policies appropriate for the understanding of the financial statements
Accounting in hyperinflationary countries

Financial statements of the Turkish entities have been restated for the changes in the general
purchasing power of the Turkish Lira based on “TAS 29 — Financial Reporting in Hyperinflationary
Economies” as at 31 December 2004. TAS 29 requires that financial statements prepared in the
currency of a hyperinflationary economy be stated in terms of the measuring unit current at the
reporting date, and that corresponding figures for previous years be restated in the same terms.

It was announced with the article of the Treasury numbered 19387, dated 4 April 2005, insurance
companies are required to restate their financial statements as of 31 December 2004 in accordance
with “Financial Reporting in Hyperinflationary Economies” included in the regulations of Capital
Markets Board (‘‘CMB’’) Communiqué XI No.25 (which came into force as published in the Official
Gazette No: 25290 dated 15 January 2003). In line with the decree of CMB dated 17 March 2005,
Treasury also announced that inflation accounting is not required effective from 1 January 2005.
Based on the above mentioned notification of the Treasury, the Company has restated its financial
statements as of 31 December 2004 in accordance with the regulations on “Financial Reporting in
Hyperinflationary Economies” and not continued to apply TAS 29 “Financial Reporting in
Hyperinflationary Economies”.

2016 ANNUAL REPORT | GUNES SIGORTA 103



GUNES SIGORTA ANONIM SIRKETI

CONVENIENCE TRANSLATION OF THE NOTES TO THE FINANCIAL
STATEMENTS FOR THE PERIOD 1 JANUARY - 31 DECEMBER 2016

(Amounts expressed in Turkish Lira (“TRY”) unless otherwise indicated.)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.1.3 Functional and presentation currency

The accompanying financial statements are presented in TRY, which is the Company’s functional
currency.

2.1.4 Rounding of the amounts presented in the financial statements
The financial information presented in TRY has been rounded to the nearest TRY values.
2.1.5 Basis of measurement used in the preparation of the financial statements

The accompanying financial statements are prepared on the historical cost basis as adjusted for the
effects of inflation that lasted until 31 December 2004, except for the financial assets held for trading,
available for sale financial assets, investment property, owner occupied property of the Company and
investments in associates which are stated at their fair values.

2.1.6 Accounting policies, changes in accounting estimates and errors

A modification or a failure does not exist in accounting policies and estimates in the current period.
Explanations to accounting estimates are declared in Note 3.

2.1.7 Comparative information

Where necessary, comparative information has been reclassified so that conform the compatibility to
the presentation of financial statements for the current period. Shares of Vakif Emeklilik A.S., that has
been classified as investment in associate as of 31 December 2015 and measured by its fair value, has
been classified as investments in equity shares in order to ensure consistency with the current period
and measurement principles.

2.2 Consolidation

“Circular on the Preparation of the Consolidated Financial Statements of Insurance, Reinsurance and
Individual Pension Companies” issued by Treasury in the Official Gazette dated 31 December 2008
and numbered 27097 (“the Circular for Consolidation”) requires that insurance, reinsurance and
individual pension companies issue consolidated financial statements starting from 31 March 2009
The processes for liquidation of Giines Turizm End. ve Ticaret A.S., the subsidiary of the Company,
has been completed upon being registered through the Trade Registry Gazette on 21 October 2016. As
a result of this liquidation process, the Company does not have any subsidiary that is required to be
consolidated starting from 31 December 2016. Vakif Emeklilik A.S., that was accounted based on the
equity method in the consolidated financial statements in prior periods, has been maintained as
available for sale financial asset on these financial statements considering that there is no significant
influence.

2.3 Segment reporting

A segment is a distinguishable component of the Company that is engaged either in providing products
or services (business segment), or in providing products or services within a particular economic
environment (geographical segment), which is subject to risks and rewards that are different from
those of other segments.

Since the main economic environment, where the Company operates, is Turkey, a geographical
segment reporting has not been presented.

Information about the Company’s business reports regarding all branches are explained in the context
AFTEDCQC Q Rucinaco canmman to i NAta &
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
24 Foreign currency transactions

Transactions are recorded in TRY, which is the Company’s functional currency. Transactions in
foreign currencies are recorded at the rates ruling at the date of the transactions. Monetary assets and
liabilities denominated in foreign currencies are translated at the rate of exchange ruling at the
reporting date and all exchange differences, except for those arising on the translation of the fair value
change of available-for-sale financial assets, are offset and are recognized as foreign exchange gains or
losses.

Changes in the fair value of financial assets denominated in foreign currency classified as available-
for-sale are analysed between translation differences resulting from changes in the amortized cost of
the asset and other changes in the carrying amount of the asset. Translation differences related to
changes in amortized cost are recognized in profit or loss, and other changes in carrying amount are
recognized in equity.

Foreign exchange differences arising from the translation of non-monetary financial assets and
liabilities are considered as part of the fair value changes and those differences are accounted for in the
accounts in which the fair value changes are accounted for.

2.5 Tangible assets

All tangible assets except for buildings for operational use are carried at cost by deducting
accumulated depreciation. Properties for operational use are recorded at their fair value on the basis of
a valuation made by an independent valuation expert less subsequent accumulated depreciation. Any
accumulated depreciation at the date of revaluation is eliminated against the gross carrying amount of
the asset, and the net carrying amount is restated to the revalued amount.

Increases in the carrying amounts arising on revaluation of property, net of tax effects, are credited to
“Other Capital Reserves” under shareholders’ equity. Any subsequent decrease in value offsetting
previous increases in the carrying amount of the same asset is charged against the funds in the equity;
and all other decreases are charged to profit or loss. At each reporting date, the difference between
depreciation based on the revalued carrying amount of the asset and the depreciation based on the
asset’s original cost is transferred from “Other Capital reserves” to retained earnings.

Gains/losses arising from the disposal of the tangible assets are calculated as the difference between
the net book value and the net sales price and reflected to the statement of income of the related
period. Maintenance and repair costs incurred in the ordinary course of the business are recorded as
expense.

Depreciation is calculated on a straight-line basis over the estimated useful lives of the costs or
revalued amounts of tangible assets. Depreciation rates and estimated useful lives are below.

Estimated Useful Depreciation

Lives (years) Rates (%)

Properties for operational use (Buildings) 50 2
Furniture and fixtures 4-50 25-2
Motor vehicles 4-5 25-20
Other tangible assets (including leasehold improvements) 3-5 33-20
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.5 Tangible assets (Continued)

An investigation is to be performed to determine the possible impairment in case of there are existing
conditions which point out impairment of tangible assets except properties for operational use and as a
result of that investigation; accrual is to be booked to reduce net book value of tangible assets in case
of recoverable value amount is less than net book value of related tangible asset. Profits and losses
arising from disposal of tangible assets will be kept in “Other income and expense” account. In case of
disposal of revalued assets; amount on “Other Capital Reserves” account related to that assets is to be
transferred to retained earnings account (Note 6).

2.6 Investment property

The lands and buildings, which are obtained either to earn income or for capital appreciation or for
both, instead of either for the Company’s operations or for management purposes or for sale during the
regular operations, are classified under investment properties. Investment properties are reflected in
the financial statement at fair value. Changes in fair values of investment properties are recognized in
the income statement under investment income (Note 7).

2.7 Intangible assets

The Company’s intangible assets consist of rights and computer software. Intangible assets are
accounted at cost accounting for intangible assets.

The Company, record the amortization amount for intangible assets on a straight-line basis over their
estimated useful lives. The useful lives of intangible assets vary between 5 and 10 years (Note 8).

2.8 Financial assets
Classification and measurement

A financial asset is any asset that is cash, an equity instrument of another entity, a contractual right to
receive cash or another financial asset from another entity; or to exchange financial assets or financial
liabilities with another entity under conditions that are potentially favourable to the entity. Financial
assets are classified in two categories; as, available-for-sale financial assets and loans and receivables.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market. They arise when the Company provides money, goods or services
directly to a debtor with no intention of trading the receivable. Loans and receivables those are not
interest earning are measured by discounting of future cash flows less impairment losses, and interest
earning loans and receivables are measured at amortized cost less impairment losses.

Available-for-sale financial assets are the financial assets other than loans and receivables. Available-
for-sale financial assets are initially recorded at cost and subsequently measured at their fair values.
However, assets that are not traded in an active market are measured by using valuation techniques,
including recent market transactions in similar financial instruments, adjusted for factors unique to the
instrument being valued; or discounted cash flow techniques for the assets which do not have a fixed
maturity. Unrecognized gains or losses derived from the difference between their fair value and the
discounted values calculated per effective interest rate method are recorded in “Revaluation of
financial assets” under shareholders’ equity. Upon disposal, the realized gain or losses are recognized
directly in the profit or loss. During the available-for-sale asset is first recognized, additional costs of
recognition will be added to fair value.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.8 Financial assets (Continued)
Derecognition

A financial asset is derecognized when the control over the contractual rights that comprise that asset
is lost. This occurs when the rights are realized, expire or are surrendered.

2.9 Impairment of assets
Impairment of financial assets

Financial assets or group of financial assets are reviewed at each reporting date to determine whether
there is objective evidence of impairment. If any such indication exists, the Company estimates the
amount of impairment. A financial asset is impaired; if and only, there is objective evidence that the
expected future cash flows of financial asset or group of financial assets are adversely affected by an
event(s) (“loss event(s)”) incurred subsequent to recognition. The losses expected to be incurred due to
future events are not recognized even if the probability of loss is high.

Receivables are presented net of specific allowances for uncollectibility. Specific allowances are made
against the carrying amounts of loans and receivables that are identified as being impaired based on
regular reviews of outstanding balances to reduce these loans and receivable to their recoverable
amounts.

The recoverable amount of an equity instrument is its fair value. The recoverable amount of debt
instruments and purchased loans measured to fair value is calculated as the present value of the
expected future cash flows discounted at the current market rate of interest.

An impairment loss is reversed if the reversal can be related objectively to an event occurring after the
impairment loss was recognized. For financial assets measured at amortized cost and available-for-sale
financial assets that are debt securities, the reversal is recognized in the statement of income. For
available-for-sale financial assets that are equity securities, the reversal is recognized directly in
equity.

Impairment on tangible assets

On each reporting date the Company evaluates whether there is an indication of impairment of
tangible and intangible assets. If there is an objective evidence of impairment, the asset’s recoverable
amount is estimated and if the recoverable amount is less than the carrying value of the related asset, a
provision for impairment loss is made.

Discount and provision expenses of the period are detailed in Note 47.
2.10 Derivative financial instruments

As at the reporting date, the Company does not have any derivative financial instruments
(31 December 2015: None).

2.11 Offsetting of financial assets

Financial assets and liabilities are offset and the net amount is presented in the balance sheet when,
and only when, the Company has a legal right to offset the amounts and intends either to settle on a net
basis or to realize the asset and settle the liability simultaneously.

Income and expenses are presented on a net basis only when permitted by the Turkish Financial
Reporting Standards, or for gains and losses arising from a group of similar transactions included in
the Company’s trading activities.
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.12 Cash and cash equivalents

Cash and cash equivalents, which is the basis for preparation of the statement of cash flows includes
cash on hand, cheques received, other cash and cash equivalents, demand deposits and time deposits at
banks having an original maturity less than three months and readily to be used by the Company or not
blocked for any other purpose (Note 14).

2.13 Share capital

As of 31 December 2016 and 2015, the share capital and ownership structure of the Company is as
follows:
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31 December 2016 31 December 2015

Share amount Share Share amount Share

Name of Shareholders (TRY) (%) (TRY) (%)

Vakiflar Bankasi T.A.O. 130,142,843 48.20 54,523,802 36.35

Groupama S.A. 54,000,000 20.00 54,000,000 36.00

Halka agik hisseler 45,330,157 16.79 18,961,198 12.64

Giivenlik Hizmetleri Vakfi 27,000,000 10.00 15,000,000 10.00
Tiirkiye Vakiflar Bankast T.A.O. Memur ve Hiz.

Emekli ve Saglik Yardim Sandig1 Vak. 13,527,000 5.01 7,515,000 5.01

Paid-in Capital 270,000,000 100.00 150,000,000 100.00

The Company has decided to increase its paid capital by TRY 120,000,000 on Board of Director
meeting minutes dated 20 July 2016 and the application of capital increase has been accepted by
Capital Market Board on 14 December 2016. The aforementioned capital increase has been registered
through Trade Registry Gazette on 26 December 2016.

Privileges to the different class of shares
None (31 December 2015: None).
The Company’s registered share capital

The registered nominal share capital of the Company is TRY 300,000,000. The share capital of the
Company consists of 3,000,000,000 issued shares where each shares nominal price is TRY 0.1. The
permission for ceiling amount of the share capital is valid between the years 2012 - 2016. Even if it
cannot be reached to permissible written ceiling capital amount by the end of 2016 it is still mandatory
to take permission from general board to let the board of directors give the decision of capital increase
for either renewing previous ceiling price or setting a new ceiling amount within the permission of
CMB. In the case of the not taking the authority mentioned above the Company is considered as out of
the registered share capital system. As at 31 December 2016 and 2015, the paid in share capital of the
Company consists of 2,700,000,000 issued shares with the total amount of TRY 270,000,000
(31 December 2015: TRY 150,000,000).
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.14 Insurance and investments contracts - classification

An insurance contract is a contract under which the Company accepts significant insurance risk from
another party (the policyholder) by agreeing to compensate the policyholder if a specified uncertain
future event (the insured event) adversely affects the policyholder. Insurance risk covers all risk except
for financial risks. All premiums have been received within the coverage of insurance contracts
recognized as revenue under the account caption “written premiums”.

Investment contracts are those contracts which transfer financial risk with no significant insurance
risk. Financial risk is the risk of a possible future change in a specified interest rate, financial
instrument price, commodity price, foreign exchange rate, index of prices or rates, credit rating or
credit index or other variable, provided, that it is not specific to a party to the contract, in the case of a
non-financial variable.

As of reporting date, the Company does not have a predetermined risk guaranteeing contract which is
classified as an investment contract.

2.15 Insurance contracts and investment contracts with discretionary participation feature

Discretionary participation feature (“DPF”’) within insurance contracts and investment contracts is the
right to have following benefits in addition to the guaranteed benefits.

(i)  Those are likely to comprise a significant portion of the total contractual benefits;
(ii)  Whose amount or timing is contractually at the discretion of the Issuer; and
(iii) 'Those are contractually based on
(1)  The performance of a specified pool of contracts or a specified type of contract;
(2)  Realized and/or unrealized investments returns on a specified pool of assets held by the
Issuer; or
(3)  The profit or loss of the Company, Fund or other entity that issues the contract.

As at the reporting date, the Company does not have any insurance or investment contracts that
contain a DPF.

Investment contracts without DPF

As at the reporting date, the Company does not have any insurance contracts and investment contracts
without DPF.

2.16 Liabilities
Financial liability is any liability that is a contractual obligation to deliver cash or another financial

asset to another entity. Financial liabilities of the Company are measured at their discounted values. A
financial liability is derecognized when it is extinguished.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.17 Taxes
Corporate tax

Statutory income is subject to corporate tax at a rate of 20% (2015: %?20). Corporate tax rate is applied
on tax base which the net income for the periods, that is modified for certain exemptions (like dividend
income) and deductions (like investment incentives), and additions for certain non-tax deductible
expenses and allowances for tax purposes. If there is no dividend distribution planned, no further tax
charges are made.

Dividends paid to the resident institutions and the institutions working through local offices or
representatives are not subject to withholding tax. Otherwise, dividends paid are subject to withholding
tax at the rate of 15%. In applying the withholding tax rates on dividend payments to the non-resident
institutions and the individuals, the withholding tax rates covered in the related Double Tax Treaty
Agreements are taken into account. Appropriation of retained earnings to capital is not considered as
profit distribution and therefore is not subject to withholding tax.

Prepaid taxes are calculated and paid at the rates valid for the earnings of the related quarterly periods.
The payments can be deducted from the annual corporate tax calculated for the whole year earnings.

In accordance with the tax legislation, tax losses can be carried forward to offset against future taxable
income for up to five years. However carry forward tax losses cannot be deducted from retained
earnings. Tax losses cannot be carried back to offset profits from previous periods. As at 31 December
2016 the Company has deductible tax losses amounting to TRY 203,311,427 (31 December 2015:
TRY 307,476,855) (Note 21).

In Turkey, there is no procedure for a final and definite agreement on tax assessments. Companies file
their tax returns with their tax offices by the end of 25th of the fourth month following the close of the
accounting period to which they relate. Tax returns are open for five years from the beginning of the
year that follows the date of filing during which time the tax authorities have the right to audit tax
returns, and the related accounting records on which they are based, and may issue re-assessments
based on their findings. In accordance with the regulation “Statute for Restructuring of Certain
Receivables” numbered 6736 which was published in Trade Registry Gazette dated 19 August 2016
and numbered 29806, the Company has been exempted from tax investigation of the relevant year’s
income items as a result of increase in the tax bases for the years 2011, 2012, 2013, 2014 and 2015 by
considering the minimum tax bases. However, based on the article 5, paragraph 1 and section (g) of
the regulation numbered 6736, the Company will not be able to offset the carry forward tax losses of
the years for which the tax base is increased, against future taxable profits.

Deferred income taxes

Deferred income tax assets and liabilities are recognized according to using the balance sheet method,
on all taxable temporary differences arising between the tax bases and carrying values of assets and
liabilities in the financial statements and their corresponding balances considered in the calculation of
the tax base, except for the differences not deductible for tax purposes and initial recognition of assets
and liabilities which affect neither accounting nor taxable profit.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.17 Taxes (Continued)

Deferred income tax assets and liabilities are reported as net in the financial statements if, and only if,
the Company has a legally enforceable right to offset current tax assets against current tax liabilities
and the deferred tax assets and deferred tax liabilities relate to income taxes levied by the same
taxation authority on either the same taxable entity.

If transactions and events are recorded in the statement of income, then the related tax effects are also
recognized in the statement of income. However, if transactions and events are recorded directly in the
shareholders’ equity, the related tax effects are also recognized directly in the shareholders’ equity
(Note 21).

Transfer pricing

In Turkey, the transfer pricing provisions have been stated under the Article 13 of Corporate Tax Law
with the heading of “disguised profit distribution via transfer pricing”. The General Communiqué on
disguised profit distribution via Transfer Pricing, dated 18 November 2007 sets details about
implementation.

If a taxpayer enters into transactions regarding sale or purchase of goods and services with related parties,
where the prices are not set in accordance with arm's length principle, then related profits are considered to
be distributed in a disguised manner through transfer pricing. Such disguised profit distributions through
transfer pricing are not accepted as tax deductible for corporate income tax purposes.

2.18 Employee benefits
Reserve for severance indemnity:

In accordance with existing Turkish Labour Law, the Company is required to make lump-sum termination
indemnities to each employee who has completed one year of service with the Company and whose
employment is terminated due to retirement or for reasons other than resignation or misconduct. The
computation of the liability is based upon the retirement pay ceiling announced by the Government. The
applicable ceiling amount as at 31 December 2016 TRY 4,297.21 (31 December 2015: TRY 3,828.37) .

The fundamental assumption is that maximum ceiling for the yearly services increases in line with the
inflation; therefore, the discount rate reflects the real rate after netting of the effects of inflation. The
provision for termination benefits and severance payment has been calculated by using the ceiling
amounting to 4,426.16 which is applicable starting from 1 January 2017, as it is adjusted yearly
(1 January 2016: TRY 4,092.53)

The Company are calculated provision for employee severance indemnities using actuarial methods.
The major statistical assumptions used in the calculation of the total liability as at 31 December 2016
and 2015 are as follows:

31 December 2016 31 December 2015

Discount Rate %3 .94 4.23%
Expected Rate of Salary/Limit Increase 9%6.50 6.50%
Estimated Employee Turnover Rate %4.87 5.37%

The specified expected rate of salary/limit increase is defined according to inflation estimation of
Central Bank of Turkey.

Other employee benefits

The Company has provided for undiscounted short-term employee benefits earned during the financial
period as per services in the accompanying financial statements (Note 23).

21
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.19 Provisions

A provision is allocated for an existing obligation resulting from past events if it is probable that the
commitment will be settled and a reliable estimate can be made of the amount of the obligation.
Provisions are calculated based on the best estimates of management on the expenses to incur as of the
reporting date and, if material, such expenses are discounted to their present values. If the amount is
not reliably estimated and there is no probability of cash outflow from the Company to settle the
liability, the related liability is considered as “contingent” and disclosed in the notes to the financial
statements.

A contingent asset is a possible asset that arises from past events and whose existence will be
confirmed only by the occurrence or non-occurrence of one or more uncertain future events not wholly
within the control of the Company. Contingent assets are not recognized in financial statements since
this may result in the recognition of income that may never be realized. Contingent assets are assessed
continually to ensure that developments are appropriately reflected in the financial statements. If it has
become virtually certain that an inflow of economic benefits will arise, the asset and the related
income are recognized in the financial statements of the period in which the change occurs. If an
inflow of economic benefits has become probable, the Company discloses the contingent asset
(Note 23).

2.20 Revenue recognition
Written premiums

Written premiums represent premiums on policies written during the year net of taxes, premiums of
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
220 Revenue recognition (Continued)

When the subrogation is subject to a court case, the amount is recorded on the date of the transaction
and the same amount of provision is provided on the same day.

The Company provided a provision for net subrogation receivables under legal follow up and
TRY 114,671,330 (31 December 2015: TRY 84,918,845) that is presented under doubtful receivables
under main operations (Note 4.2 and 12).

In order to account for salvage income expected from the sale of the assets, the claim amount should
be paid to the insuree and the ownership of the related assets should be transferred to the Company.
When the assets are transferred to the insuree, sold to third parties by the Company or by an
intermediary; salvage income is recorded and should not be recorded as a deduction from provisions
for outstanding claims and paid claims.

For the years ended 31 December 2016 and 2015, accrued salvage and subrogation income per
branches is as follows:

31 December 2016 31 December 2015

the cancelled policies which were produced in prior years and premiums ceded to reinsurance
companies. Premiums ceded to reinsurance companies on gross premiums are booked in “premiums

ceded to reinsurance companies” account of statement of income (Note 24).

Claim recovery and salvage income and related receivables

In the calculations related to provisions for outstanding claims accrued and identified, accrued or
collected subrogation, salvage or similar income items cannot be deducted. However, accrued
subrogation, salvage, and similar income items can be recognized in the assets section of the balance
sheet and income statement.

In order to accrue receivable or income of subrogation, salvage; acquisition of the right of subrogation,
determination of the amount certainly, and must not have been charged by the end of the period are
needed. In accordance with Turkish Commercial Code, the compensation must be paid for getting the
right of subrogation.

In accordance with the Circular 2010/13 dated 20 September 2010; the Company can account for
income accrual for subrogation receivables up to the guarantee limit of insurance companies without
any voucher for insurance companies after the completion of the claim payments made to the insuree
and receipt of voucher (bank statement related to the claim payment) from third parties other than
insurance companies and notice of the insurance companies or third part parties. If the amount cannot
be collected from the counterparty insurance company, the Company provides provision for
uncollected amounts due for six months. If the counter party is not an insurance company, the
provision is provided after four months.

On the other hand, if there is an agreement with the insurance company or third parties; where there is
a payment plan up to one year, or receipt of cheques, bills or similar documents, the Company is not
required to provide provision for subrogation receivables that overdue six months from insurance and
four months from other counterparties are under the instalment plan.

At the reporting date, in accordance with the related circular, the Company recognised
TRY 10,974,009 (31 December 2015: TRY 12,930,528) net salvage and subrogation receivables in the
receivables from main operations and provided TRY 235,527 (31 December 2015: TRY 282,852
allowance for salvage and subrogation receivables that are overdue as described in the related circular
(Note 12).
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Motor own damage 9,886,678 11,899,522
Motor third party liability 838,650 423,546
Fire and Natural Disasters 206,667 389,022
Commodity 37,154 175,799
Other 4,860 42,639
Total 10,974,009 12,930,528

For the period 1 January - 31 December 2016 and 2015, salvage and subrogation collections are as
follows:

1 January - 1 January -

31 December 2016 31 December 2015

Motor own damage 129,989,540 100,317,574
Motor third party liability 4,143,501 5,458 477
Marine 1,213,101 1,222,291
Fire and Natural Disasters 1,202,796 1,009,161
Other 155,078 283,797
Total 136,704,016 108,291,300

Commission income and expense

As further detailed in Note 2.23, commissions paid to the agencies related to the production of the
policies and the commissions received from the reinsurance firms related to the premiums ceded are
recognised over the life of the contract by deferring commission income and expenses within the
calculation of reserve for unearned premiums and they are recognised in “Deferred commission
income” and “Deferred commission expense”.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.20 Revenue recognition (Continued)
Interest income and expense

Interest income and expense are recognised using the effective interest method. The effective interest
rate is the rate that exactly discounts the estimated future cash payments and receipts through the
expected life of the financial asset or liability (or, where appropriate, a shorter period) to the carrying
amount of the financial asset or liability. The effective interest rate is established on initial recognition
of the financial asset and liability and is not revised subsequently.

The calculation of the effective interest rate includes all fees and points paid or received transaction
costs, and discounts or premiums that are an integral part of the effective interest rate. Transaction
costs are incremental costs that are directly attributable to the acquisition, issue or disposal of a
financial asset or liability.

Dividend

Dividend income is accounted when related dividend right arises
221 Leasing transactions

Tangible assets acquired through of finance leases are recorded in tangible assets and the obligations
under finance leases arising from the lease contracts are presented under “Finance Lease Payables”
account in the balance sheet. In the determination of the related asset and liability amounts, the lower
of the fair value of the leased asset and the present value of leasing payments is considered. Financial
costs on leasing agreements are expense in lease periods at a fixed interest rate.

If there is impairment in the value of the assets obtained through finance lease and in the expected
future benefits, the leased assets are measured at net realizable value. Depreciation for assets obtained
through financial lease is calculated in the same manner as respective class at tangible assets.

Payments made under operational leases are recognised in the statement of income on a straight-line
basis over the term of the lease.

2.22 Dividend distribution
As of reporting date, no dividend distribution is declared by the Company.
2.23 Reserve for unearned premiums

Reserve for unearned premiums, effective insurance contracts premiums occur from gross amounts
without any commission or other discount and based on daily premium calculations for the following
period or periods. For the goods transportation insurance contracts without a specific expire date, the
premiums accrued from the last three months, 50% of the remaining amount is allocated as reserve for
unearned premium.

The reserve for unearned premiums during the day basis evaluation while following sections of the
extended periods are being evaluated it is assumed that in general implementation, the policy starts at
noon 12:00 and ends again at noon 12:00.

Unearned portion of the commissions paid to the intermediaries for written premiums and
commissions received from reinsurers for the premiums ceded are recognised in short term Prepaid
Expenses and Income Accruals and Deferred Income and Expense Accruals respectively in the balance
sheet. They are also recognised in the operating expenses after netting off.

In accordance with the Communiqué on Technical Reserves, for the calculation of reserve for
unearned premium of foreign currency indexed insurance agreements, foreign currency selling
exchange rates announced by Turkish Central Bank are used, unless there is a specified exchange rate
in the agreement (Note 17).
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.24 Reserve for unexpired risks

In accordance with the Communiqué on Technical Reserves and “Announcement on Unexpired Risks
Reserves” dated 11 November 2016 and numbered 2016/37, insurance companies are required to
account for an unexpired risk reserve against the probability that future losses incurred from in force
policies may exceed the unearned premium reserve accounted for the related policies considering
expected loss ratios. Expected loss ratio is calculated by dividing the incurred losses to earned
premiums.

Based on the circular numbered 2016/37, the Company calculated the gross loss ratio for Motor Third
Party Liability and General Liability branches by dividing the ultimate claim amount for the last four
quarterly periods including the current period based on the accident year (including indirect premiums)
to the earned premium. If the Company had calculated the unexpired risks reserves for the period end
31 December 2015, pursuant to the circular no. 2016/37, the amount of unexpired risks reserves would
have been lower by TRY 17,390,094 whereas the current period loss would have been higher by
TRY 17,390,094 than the actual calculation as of 31 December 2015. Besides, in accordance with
“Announcement on change in Regulation on Technical Provisions of Insurance, Reinsurance, Pensions
Companies and the Assets are to be Invested for these provisions” no. 26606 dated 18 July 2012
published by the Undersecretary of Treasury and the “Announcements on Reserve for Unexpired
Risks Calculation”, and “Market Announcement on Unexpired Risks Reserves” numbered 2015/30
and 2016/1; opening provisions for outstanding claims, which is used to determine the expected loss
ratio for unexpired risks reserve calculation, must be adjusted consistently with current period. In this
context, the Company has recalculated incurred but not reported claim provision as of 31 December
2015 which are subject to the calculations of unexpired risks reserve as of 31 December 2016, in
accordance with published by the Treasury “Regulations on Making an Amendment in the Regulation
on the Provision for Outstanding Claim” respectively dated 17 March 2015 and 27 July 2015 and
numbered 2015/7 and 2015/28 which is presented in Note 2.25.

The test is performed on main branch basis and in case where the expected loss ratio is higher than
95%, net unexpired risks reserve for that branch is calculated by multiplying the ratio in excess of 95%
with net unearned premium reserve for the related branch and gross unexpired risks reserve for that
branch is calculated by multiplying the ratio in excess of 95% with gross unearned premium reserve
for the related branch. The difference between gross amount and net amount is recognised as
reinsurers’ share. As a result of the related test, as at the reporting date, the Company has provided
reserve for unexpired risks amounting to TRY 1,778,282 (31 December 2015: TRY 48,509.,456)
(Note 17).

2.25 Provision for outstanding claims

The Company accounts for outstanding claim provision for ultimate cost of the claims incurred, but
not paid in the current or previous periods or, for the estimated ultimate cost if the cost is not certain
yet, and for the incurred but not reported claims. Claim provisions are accounted for based on reports
of experts or initial assessments of policyholders and experts, and in the calculations related to the
claim provisions, claim recoveries, salvage and similar gains are not deducted.

In accordance with the Communiqué on Technical Reserves and 2011/1 and dated 14 January 2011,
starting from 1 July 2012, the Company provided provision for the files that there is uncertainty about
their amount and/or which are defined as pilot case based on the average amounts of which the
calculation procedure and methods defined by the Treasury and updated the provision based on the
further court decision and the expert reports.

As of 31 December 2016, the difference between the provision for outstanding claim that is accrued
and the amount that is calculated by using the actuarial chain ladder method, of which the content and
implementation fundamentals are determined on the Legislation for Technical Provision and the
“Circular on Provision for Outstanding Claim” numbered. 2014/16 and dated 5 December 2014 and is
effective from 1 January 2015, is accounted for as incurred but not reported claims provision.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.25 Provision for outstanding claims (Continued)

In accordance with “the Circular on Provision for Outstanding Claim” dated 5 December 2014 and
numbered 2014/16 published by the Undersecretariat of Treasury, since 1 January 2015, the
calculation of incurred but not reported claim provision for outstanding claim considering that best
estimations of the Company’s actuary has been adjudicated. Based on mentioned circular letter, the
data selection on incurred but not reported claim provision calculations, the amendments and
adjustments and the selection of the best method and interference with development factor are done by
the Company’s actuaries based on actuarial methods. In this related circular letter, on the calculation of
incurred but not reported provision for outstanding claim amount, the Company has been given the
right to choose Actuarial Chain Ladder Methods (ACLM) for each branch of Chain Ladder Method,
Loss Ratio, Cape Cod, Frequency-Severity Techniques, Munich Chain Ladder Method and
Bornhuetter-Ferguson. The Company has chosen Chain Ladder Method for incurred but not reported
claim provisions for outstanding claims of all branches except for the general liability, air vehicle and
air vehicle liability. It has been chosen Loss Ratio Method for general liability and air vehicle branches
and Cape Cod as for air vehicle liability in compliance with the Company’s actuary. The large claim
limits and the files over the limits of these large claims on the basis of branches are determined by
statistical analysis of Company’s actuary; the data set used to ACLM calculations are considered
without these files. The actuarial methods that has been used to calculate ACLM and large claims on
the basis of branches are presented in Note 17.

The data related accrued claim recoveries, salvage and equivalent income in the balance sheet are
taken into consideration in the ACLM calculations with collections. In addition, for the branches with
a negative ACLM result, the incurred but not reported claim provision was calculated considering the
total amount of the negative ACLM result. The ACLM calculations are performed on a gross basis and
the net amounts are determined in accordance with in-forced reinsurance agreements of the Company.
The gross and net incurred but not reported claim provision to be added or to be deducted for each
branch and the calculation methodology as at 31 December 2016 and 2015 are explained in the
Note 17.

In accordance with the Circular numbered 2011/18, paid claims, outstanding claims, claim recovery,
salvage and similar incomes related to treatment expense within the scope of the law, are excluded
from the previous year’s statistics for the “Compulsory Transportation”, “Compulsory motor third part
liability”, “Compulsory Motor Personal Accident” branches, in the calculations related to ACLM
development triangles prepared to determine the incurred but not reported claim provision as of

31 December 2016.

In accordance with the circular of “Regulation on the Changes in the Regulation of Provision for
Outstanding Claim (2014/16)” numbered 2015/7 - 2015/28 and 2016/11 issued by Undersecretariat of
Treasury dated 17 March 2015, 27 July 2015 and 29 February 2016 respectively, companies are
allowed to account the effects of the changes in the calculation of claim provision gradually by each
trimester during the years 2015, 2016, 2017, 2018 and 2019. In this context, the Company has
calculated the incurred but not reported claim provision for Compulsory Traffic branch as of 31
December 2016 by applying the gradual accounting rates of 25%, 2.5%, 5% and 10% respectively for
quarterly increases in 2015 and also 7.5%, 7.5%, 10% and 10% quarterly increases as to 2016 in
accordance with the related regulation. As of 31 December 2016, as a result of ACLM calculations;
the Company has allocated a net provision for incurred but not reported claims amounting to TRY
209,660,454 (31 December 2015: TRY 166,414,070). If the Company did not choose the mentioned
gradual accounting application, net incurred but not reported claim provision would be TRY
79,959,757 more as of 31 December 2016. (Note 17)
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.25 Provision for outstanding claims (Continued)

In accordance with “The Communiqué on the Calculation of Provision for Incurred But Not Reported
Claims” dated 26 December 2011 and numbered 2011/23 (the “Communiqué numbered 2011/23”),
insurance companies are allowed to calculate a winning ratio over the amounts of legal cases opened
against the Company which are closed in the past 5 years on a sub-branch basis and to reduce a certain
portion of the outstanding claim files under legal follow-up using the calculated winning ratio as of
31 December 2016 and 2015. The Company has calculated the winning ratio on a sub-branch basis by
dividing the amount of the cases closed in favour of the Company to the total amount of the legal cases
of which legal processes have been completed in the past 5 years’ time as of 31 December 2016 and
2015. The principal amounts have been taken into consideration and interest and other charges have
been excluded from winning ratio calculations. In accordance with the Communiqué numbered
2011/23, the deduction from the outstanding claims under legal follow-up has been made using the
ratio 25% for the branches with winning ratios over 25%. The Company has calculated win ratio over
gross amounts and has determined reinsurance share of discount amount considering reinsurance share
of related files. The net deduction amount from outstanding claim files using the winning ratios
calculated on a sub-branch basis is TRY 29,301,809 (31 December 2015: TRY 21,076,127)
(Note 17). The calculated and used wining ratios as at 31 December 2016 and 2015 are as follows:

31 December 2016 31 December 2015

Calculated Used Calculated Used

Winning Winning Winning Winning

Branch Ratio (%) Ratio (%) Ratio (%) Ratio (%)
Occupational responsibility 100 25 100 25
Health 84 25 10 10
Boat 65 25 66 25
Flood 57 25 57 25
Fire 46 25 28 25
Construction 43 25 41 25
MTPL - facultative 33 25 34 25
Motor vehicles — own damage 31 25 29 25
Third party financial liability 23 23 31 25
Compulsory personal accident for bus transportation 17 17 12 12
Personnel accident 17 17 9 9
Compulsory transportation financial liability 15 15 8 8
Compulsory transportation financial liability 15 15 7 7
Commodity 15 15 27 25
Electronic device 12 12 12 12
Hazardous materials liability 9 9 3 3
Employer financial liability 8 8 7 7
Machinery breakdown 5 5 5 5
Bottled gas liability 3 3 - -

2.26 Equalization provision

In accordance with the Communiqué on Technical Reserves, the Insurance Companies should provide
equalization provision in credit insurance and earthquake branches to equalize the fluctuations in
future possible claims and for catastrophic risks. Provision is calculated as 12% of net premiums
written in credit insurance and earthquake branches. In the calculation of net premiums, fees paid for
un-proportional reinsurance agreements are considered as premiums ceded to the reinsurance firms.

The insurance companies are allowed to deduct claim payments and outstanding claims evidenced by
expertise reports or official documents received from public institutions due to earthquake losses from
the equalisation reserve, provided that no deduction has been made from current year charge to the
reserve.

As of 31 December 2016 equalization provision amounting to TRY 22,917,755 (31 December 2015:
TRY 18,479,283) is presented under “Other Technical Reserves” under the long term-liabilities in the
accompanying financial statements (Note 17).
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.27 Related parties

For the purpose of the accompanying financial statements, shareholders, key management and
members of board of directors together with their families and companies controlled by or affiliated
with them, and associated companies are considered and referred to as related parties (Note 45).

2.28 Earnings per share

Earnings per share are determined by dividing the net income by the weighted average number of
shares outstanding during the year attributable to the shareholders of the Company. In Turkey,
companies can increase their share capital by making a pro-rata distribution of shares (“Bonus
Shares™) to existing sharcholders from retained earnings. For the purpose of earnings per share
computations, such bonus shares issued are regarded as issued shares (Note 37).

2.29 Subsequent events

Post-balance sheet events that provide additional information about the Company’s position at the
reporting dates (adjusting events) are reflected in the financial statements. Post-balance sheet events
that are not adjusting events are disclosed in the notes when material (Note 46).

2.30 New standards and interpretations not yet adopted

The Company applied new standards and amendments related with its operations published by
International Accounting Standards Board (“IASB”) and International Financial Reporting
Interpretations Committee (“IFRIC”’) which are effective date is 1 January 2016.

a) Standards, amendments and interpretations applicable as at 31 December 2016:

- TFRS 14 ‘Regulatory deferral accounts’, effective from annual periods beginning on or after
1 January 2016. TFRS 14, ‘Regulatory deferral accounts’ permits first—time adopters to
continue to recognise amounts related to rate regulation in accordance with their previous
GAAP requirements when they adopt TFRS. However, to enhance comparability with entities
that already apply TFRS and do not recognise such amounts, the standard requires that the effect
of rate regulation must be presented separately from other items.

- Annual improvements 2014, effective from annual periods beginning on or after 1 January
2016. These set of amendments impacts 4 standards:

. TFRS 5, ‘Non-current assets held for sale and discontinued operations’ regarding
methods of disposal.
. TFRS 7, ‘Financial instruments: Disclosures’, (with consequential amendments to

TFRS 1) regarding servicing contracts.
. TAS 19, ‘Employee benefits’ regarding discount rates.
. TAS 34, ‘Interim financial reporting’ regarding disclosure of information.

- Amendment to TFRS 11, 'Joint arrangements' on acquisition of an interest in a joint operation,
effective from annual periods beginning on or after 1 January 2016. This amendment adds new
guidance on how to account for the acquisition of an interest in a joint operation that constitutes
a business. The amendments specify the appropriate accounting treatment for such acquisitions.
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2.

2.30

b)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
New standards and interpretations not yet adopted (Continued)
Standards, amendments and interpretations applicable as at 31 December 2016:(Continued)

Amendments to TAS 16 ‘Property, plant and equipment’, and TAS 41, ‘Agriculture’, regarding
bearer plants, effective from annual periods beginning on or after 1 January 2016. These
amendments change the financial reporting for bearer plants, such as grape vines, rubber trees
and oil palms. It has been decided that bearer plants should be accounted for in the same way
as property, plant and equipment because their operation is similar to that of manufacturing.
Consequently, the amendments include them within the scope of TAS 16, instead of TAS 41.
The produce growing on bearer plants will remain within the scope of TAS 41.

Amendment to TAS 16, ‘Property, plant and equipment2 and TAS 38, 'Intangible assets', on
depreciation and amortisation, effective from annual periods beginning on or after 1 January
2016. In this amendment it has clarified that the use of revenue based methods to calculate the
depreciation of an asset is not appropriate because revenue generated by an activity that includes
the use of an asset generally reflects factors other than the consumption of the economic
benefits embodied in the asset. It is also clarified that revenue is generally presumed to be an
inappropriate basis for measuring the consumption of the economic benefits embodied in an
intangible asset.

Amendments to TAS 27, ‘Separate financial statements’ on the equity method, effective from
annual periods beginning on or after 1 January 2016. These amendments allow entities to use
the equity method to account for investments in subsidiaries, joint ventures and associates in
their separate financial statements.

Amendment to TFRS 10 ‘Consolidated financial statements’ and TAS 28, ‘Investments in
associates and joint ventures’, effective from annual periods beginning on or after 1 January
2016.These amendments clarify the application of the consolidation exception for investment
entities and their subsidiaries.

Amendment to IAS 1, ‘Presentation of financial statements’ on the disclosure initiative,
effective from annual periods beginning on or after 1 January 2016, these amendments are as
part of the IASB initiative to improve presentation and disclosure in financial reports

Standards, amendments and interpretations effective after 1 January 2017:

Amendments to TAS 7 ‘Statement of cash flows’ on disclosure initiative, effective from annual
periods beginning on or after 1 January 2017. These amendments introduce an additional
disclosure that will enable users of financial statements to evaluate changes in liabilities arising
from financing activities. The amendment is part of the IASB’s Disclosure Initiative, which
continues to explore how financial statement disclosure can be improved.

Amendments TAS 12 ‘Income Taxes’, effective from annual periods beginning on or after
1 January 2017. The amendments clarify the accounting for deferred tax where an asset is
measured at fair value and that fair value is below the asset’s tax base. It also clarify certain
other aspects of accounting for deferred tax assets.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.30 New standards and interpretations not yet adopted (Continued)

b)

Standards, amendments and interpretations effective after 1 January 2017 (Continued):

Amendments to TFRS 2, ‘Share based payments’ on clarifying how to account for certain types
of share-based payment transactions, effective from annual periods beginning on or after 1
January 2018. This amendment clarifies the measurement basis for cash-settled, share-based
payments and the accounting for modifications that change an award from cash-settled to
equity-settled. It also introduces an exception to the principles in TFRS 2 that will require an
award to be treated as if it was wholly equity-settled, where an employer is obliged to withhold
an amount for the employee’s tax obligation associated with a share-based payment and pay that
amount to the tax authority.

TFRS 9 ‘Financial instruments’, effective from annual periods beginning on or after 1 January
2018. This standard replaces the guidance in IAS 39. It includes requirements on the
classification and measurement of financial assets and liabilities; it also includes an expected
credit losses model that replaces the current incurred loss impairment model.

TFRS 15 ‘Revenue from contracts with customers’, effective from annual periods beginning on
or after 1 January 2018. TFRS 15, ‘Revenue from contracts with customers’ is a converged
standard from the IASB and FASB on revenue recognition. The standard will improve the
financial reporting of revenue and improve comparability of the top line in financial statements
globally.

Amendment to TFRS 15, ‘Revenue from contracts with customers’, effective from annual
periods beginning on or after 1 January 2018. These amendments comprise clarifications of the
guidance on identifying performance obligations, accounting for licences of intellectual
property and the principal versus agent assessment (gross versus net revenue presentation). New
and amended illustrative examples have been added for each of those areas of guidance. The
IASB has also included additional practical expedients related to transition to the new revenue
standard.

TFRS 16 ‘Leases’, effective from annual periods beginning on or after 1 January 2019, This
standard replaces the current guidance in IAS 17 and is a far-reaching change in accounting by
lessees in particular. Under IAS 17, lessees were required to make a distinction between a
finance lease (on balance sheet) and an operating lease (off balance sheet). TFRS 16 now
requires lessees to recognise a lease liability reflecting future lease payments and a ‘right-of-use
asset’ for virtually all lease contracts. The IASB has included an optional exemption for certain
short-term leases and leases of low-value assets; however, this exemption can only be applied
by lessees. For lessors, the accounting stays almost the same. However, as the IASB has
updated the guidance on the definition of a lease (as well as the guidance on the combination
and separation of contracts), lessors will also be affected by the new standard. At the very least,
the new accounting model for lessees is expected to impact negotiations between lessors and
lessees. Under TFRS 16, a contract is, or contains, a lease if the contract conveys the right to
control the use of an identified asset for a period of time in exchange for consideration.
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b)
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
New standards and interpretations not yet adopted (Continued)

Standards, amendments and interpretations effective after 1 January 2017 (Continued):

Amendments to TFRS 4, ‘Insurance contracts’ regarding the implementation of TFRS 9,
‘Financial instruments’, effective from annual periods beginning on or after 1 January 2018.
These amendments introduce two approaches: an overlay approach and a deferral approach. The
amended standard will:

o give all companies that issue insurance contracts the option to recognise in other
comprehensive income, rather than profit or loss, the volatility that could arise when IFRS
9 is applied before the new insurance contracts standard is issued; and

o  give companies whose activities are predominantly connected with insurance an optional
temporary exemption from applying TFRS 9 until 2021. The entities that defer the
application of TFRS 9 will continue to apply the existing financial instruments standard -
IAS 39.

Amendment to IAS 40, Investment property’ relating to transfers of investment property,
effective from annual periods beginning on or after 1 January 2018. These amendments clarify
that to transfer to, or from, investment properties there must be a change in use. To conclude if a
property has changed use there should be an assessment of whether the property meets the
definition. This change must be supported by evidence.

Annual improvements 2014 - 2016, effective from annual periods beginning on or after
1 January 2018. These amendments impact 3 standards:

. TFRS 1,” First-time adoption of TFRS’, regarding the deletion of short-term exemptions
for first-time adopters regarding TFRS 7,IAS 19, and TFRS 10 effective 1 January 2018.

. TFRS 12,’Disclosure of interests in other entities’ regarding clarification of the scope of
the standard. These amendments should be applied retrospectively for annual periods
beginning on or after 1 January 2017.

. TAS 28,’Investments in associates and joint ventures’ regarding measuring an associate
or joint venture at fair value effective 1 January 2018.

IFRIC 22,” Foreign currency transactions and advance consideration’, effective from annual
periods beginning on or after 1 January 2018. This IFRIC addresses foreign currency
transactions or parts of transactions where there is consideration that is denominated or priced in
a foreign currency. The interpretation provides guidance for when a single payment/receipt is
made as well as for situations where multiple payments/receipts are made. The guidance aims to
reduce diversity in practice.

Convenience translation into English

The effects of differences between the accounting principles as set out by the related insurance laws
and accounting principles generally accepted in countries in which the financial statements are to be
distributed and International Financial Reporting Standards (“IFRS”) have not been quantified in the
financial statements. Accordingly, the financial statements are not intended to present the financial
position and results of operations and changes in financial position and cash flows in accordance with
accounting principles generally accepted in such countries and IFRS.
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3.  CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The notes given in this section are provided to addition/supplement the commentary on the
management of insurance risk (Note 4.1) and management of financial risk (Note 4.2).

Preparation of financial statements requires the use of estimations and assumptions which may affect
the reported amounts of assets and liabilities, disclosure of contingent assets and liabilities as of the
balance sheet date and reported amounts of income and expenses during the financial period.
Accounting estimates and assumptions are continuously evaluated and based on historical exFerience
and other factors, including expectations of future events that are believed to be reasonable under
current circumstances. Although the estimations and assumptions are based on the best knowledge of
the management for existing events and operations, they may differ from the actual results.

The estimation of the ultimate liability for technical expenses that can be incurred for the existing
insurance contracts is the one of the most critical accounting estimates. Estimation of the insurance
liabilities, by nature, includes the evaluation of several uncertainties (Note 17).

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate 1s revised and in any future periods
affected.

In particular, information about significant areas at estimation uncertainty and critical judgment in
applying accounting policies that have the most significant effect on the amount recognised in the
financial statements are described in the following notes:

Note 4.1 - Management of insurance risk
Note 4.2 - Management of financial risk
Note 6 - Tangible assets

Note 7 - Investment properties

Note 8 - Intangible assets

Note 9 - Investments in associates

Note 10 - Reinsurance assets and liabilities
Note 11 - Financial assets

Note 12 - Loans and receivables

Note 21 - Deferred taxes

Note 42 - Risks

4. MANAGEMENT OF INSURANCE AND FINANCIAL RISK
4.1 Management of insurance risk

The risk under an insurance contract is the probability of an insured event’s occurring including the
uncertainty of the amount of any resulting claim. This risk is impossible to estimate because of its
structure. The principal risk the Company faces under such contracts is that the actual claims and
benefit payments exceed the carrying amount of insurance liabilities.

In accordance with Code of Risk Acceptance of the Company, risks are allocated in terms of their
branches and potential effects. The main part of this risk management is the evaluation of all
possibilities to eliminate, control or reinsure the risk by defining in all parts of the insurance
operations.

According to risk types, the Company makes some analysis to decide about which branches it can
operate in which city or region by using the analysis of district-city actuarial methods.

These analyses are updated about the new information received and so that policies will change about
the priorities of the operations.

With the risk policies developed by these methods, it is aimed to increase the Company’s profitability
on the basis of branches, cities, and regions.

Risks are divided into branches and sizes in terms of the Company’s Risk Acceptance Regulations.
Acceptance or rejection according to the result of risk examination’s evaluations is decided by the
Company’s Risk Engineers, Related Branch Managers, and Vice Technical Manager after evaluation.

The Company determines annual “risk acceptance policies” regarding the products of the Company
and revise these policies during the year, if necessary. Based on the mentioned risk acceptance
policies, the maximum and minimum limits for risk analysis during the period from order process to
the issuance of the policy and the risks which will be excluded are determined for each product.
Furthermore, the (I?Qmipany, b‘y conisicilering itsf financial structure, obtains coverage for the significant
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4. MANAGEMENT OF INSURANCE AND FINANCIAL RISK (Continued)
4.1 Management of insurance risk (Continued)

The most common method to manage insurance risk is to arrange reinsurance agreements. But the
transfer of insurance risk through reinsurance agreements is not eliminating the liability of the
Company as the first one made the insurance. If reinsurance company does not pay the loss,
Company’s liability towards the policyholder continues. The company evaluates the reliability of
reinsurance company by analyzing the financial condition before annual contract.

The Company not only creates new policies within the context of risk evaluation as mentioned above,
also transfers the risks to reinsurer companies with reinsurance agreements. The Company transfers
the risks with special acceptance of excess loss insurance and quota surplus reinsurance within the
context of the agreements.

Reinsurance agreements contains claim excess (quota surplus reinsurance, excess loss insurance)
catastrophic guarantee (provision). In addition, at the jobs, excess of special acceptance capacity
which are at different levels for branches, arbitrary reinsurance are done by related technical
departments.

Generally, the Company has agreements of fire and natural disasters, transportation, accident,
transportation vehicles (land), transportation vehicles (air), transportation vehicles (sea), general
losses, transportation vehicles (land) liability, transportation vehicles (sea) liability, general liability,
financial losses, legal protection and health branches. Insurance guarantee amounts are also explained
in Note 17.

Reinsurance agreements are the agreements signed, paid by the company and are also carried out by
the both The Company and Reinsurance Company. These agreements have the sufficient conditions to
be able to classify as insurance agreements which are used in purpose of losses result from one or
more insurance agreements.

As of 31 December 2016, Swiss Reinsurance (“Swiss Re”) is the leader reinsurer of the Company in
branches such as fire, assorted accident, transportation and machinery breakings with quota-shared,
excess loss-shared and catastrophe-cover agreements. Other following reinsurers are Milli Re, QBE;
Hannover Re.

As of 31 December 2016, the Company have annual surplus agreements in fire, machinery breakdown
and accident branches, and annual quota-share agreement in motor hull and MTPL branches.

The last credit-scaling notes as follows in the table;

Standard & Poors AM Best
Reinsurer Scale Outlook Date Scale Outlook Date
Everest RE A+ Stationary 13 March2009 A+ Stationary 9 September 2015
Milli RE AA+ Stationary 5 April 2013 B+ Stationary 24 June 2016
Munich RE AA- Stationary 23 March 2009 A+ Stationary 19 October 2016
Swiss RE AA- Stationary 29 December 2011 A+ Stationary 11 December 2015
QBE A+ Stationary 21 May 2016 A Stationary 10 Mart 2016
Hannover RE AA- Stationary 21 May 2010 A+ Stationary 30 September 2016

The company has annual excess treaty in fire, machinery breakdown, diverse accident, and branches,
as for quota share agreements for motor insurance and compulsory traffic insurance branches as of the
date 31 December 2016.
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4. MANAGEMENT OF INSURANCE AND FINANCIAL RISK (Continued)

4.2 Management of insurance risk (Continued)

Premiums transferred to the Social Security Institution

The collection and settlement of expenses with respect to the medical care related services provided to
the injured people due to the traffic accidents have been regulated by Article 98 of Road Traffic Act
numbered 2918 altered by Article 59 of “The Law on Restructuring of Some Receivables and Changes
in Social Security and General Insurance Law and Other Laws and Law Decrees” (the “Law”)
numbered 6111 published in the Official Gazette dated 25 February 2011. In this context, all the traffic
accident related medical care services provided by any public or private health institution will be
covered by Social Security Institution (“SSI”) regardless of social security status of the injured.
Besides, in accordance with the temporary Article 1 of the Law, all of the expenses with respect to the
traffic accident related medical care services provided before enforcement of the Law, will also be
covered by SSI.

The liability of the insurance companies with respect to the service costs to be incurred in the context
of abovementioned articles has been determined in accordance with the provisions of “The Regulation
on the Principles of Collection of the Costs of the Health Services Provided due to the Traffic
Accidents” dated 27 August 2011 (“The Regulation”), “The Communiqué on the Principles of the
Implementation of the Regulation on the Principles of Collection of the Costs of the Health Services
Provided due to the Traffic Accidents” dated 15 September 2011 and numbered 2011/17 (the
“Communiqué numbered 2011/17”) and “The Communiqué on the Accounting of Payments to Social
Security Institution (“SSI”’) with respect to Treatment Expenses and Introduction of New Account
Codes to Insurance Account Chart” dated 17 October 2011 (the “Communiqué numbered 2011/18”),
the regulation(“2012/3 numbered notice) making changes in “The Regulation on the Principles of
Collection of the Costs of the Health Services Provided due to the Traffic Accidents” dated 16 March
2012 and numbered 2012/3 and the communique about changes related “the Principles of Collection
of the Costs of the Health Services Provided due to the Traffic Accidents” dated 30 April 2012 and
numbered 2012/6.(the “Communique numbered 2012/6”).Within this framework, the Company is
required to cede a certain amount of premiums to be determined in accordance with the Regulation
and the Communiqué numbered 2011/17 to SSI in relation to policies issued as of 25 February
2011,the notice numbered 2012/3 and the communiqué numbered 2012/6 in “Compulsory
Transportation”, “Compulsory Traffic” and “Compulsory Motor Personal Accident” branches
regarding the expenses with respect to the traffic accident related medical care services provided after
enforcement of the Law. Based on the aforementioned regulations, the Company has calculated the
amount of the premiums to be ceded to SSI in 1 January - 31 December 2016 account period as
TRY 24,454,974 under the account of “premiums transferred to SSI” during the accounting period
1 January - 31 December 2016 (1 January - 31 December 2015: TRY 22,365,923).

4.2 Management of financial risk
Introduction and overview

This note presents information about the Company’s exposure to each of the below risks, the
Company’s objectives, policies and processes for measuring and managing risk, and the Company’s
management of capital. The Company has exposure to the following risks from its use of financial
instruments:

° credit risk
. liquidity risk
° market risk
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4. MANAGEMENT OF INSURANCE AND FINANCIAL RISK (Continued)

4.2 Management of financial risk (Continued)

The Board of Directors has overall responsibility for the establishment and oversight of the
Company’s risk management framework. The Board of Directors monitors the effectiveness of the risk
management system through the internal audit department.

The Company’s risk management policies are established to identify and analyse the risks faced by the
Company, to set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk
management policies and systems are reviewed regularly to reflect changes in market conditions,
products and services offered. The Company, through its training and management standards and
procedures, aims to develop a disciplined and constructive control environment, in which all
employees understand their roles and obligations.

Credit risk

Credit risk is basically defined as the possibility that counterparty will fail to meet its obligations in
accordance under agreed terms of a contract. The balance sheet items that the Company is exposed to
credit risk are as follows:

banks

other cash and cash equivalents (excluding cash on hand)

available for sale financial assets

premium receivables from policyholders

receivables from intermediaries (agencies)

receivables from reinsurance companies related to commissions and claims paid
reinsurance shares of insurance liability

other receivable

Financial assets of the Company, subject to credit risk are mainly demand and time deposits held at
banks in Turkey and other financial intermediaries, and credit card receivables. All these receivables
are assumed that they do not have a high credit risk.

Net carrying value of the assets that are exposed to credit risk is shown in the table below.

31 December 2016 31 December 2015
Cash equivalents (Note 14) 665,209,718 500,854,321
Reinsurer’s share in provision for outstanding claims (Note 10) 467,420,641 403,151,064
Receivables from operating activities (Note 12) 395,166,808 403,038,868
Prepaid taxes and funds (Note 12) 7,209,385 5,263,228
Other receivables (Note 12 and 47) 3,874,792 4,390,416
Advances given to personnel 58,822 156,009
Available-for-sale financial assets (Note 11) - 182,095
Total 1,538,940,166 1,317,036,001
Details of guarantees and securities taken for the receivables are as follows:

31 December 2016 31 December 2015
Notes received 57,692,246 58,742,906
Letter of guarantee 34,005,577 32,516,082
Cash guarantees 3,009,973 2,193,549
Other guarantee and commitments 1,461,430 1,193,430
Treasury and government bonds taken as guarantee 325,948 327,006
Total 96,495,174 94,972,973
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4. MANAGEMENT OF INSURANCE AND FINANCIAL RISK (Continued)
4.2 Management of financial risk (Continued)

As at 31 December 2016 and 2015, the aging of the receivables from operating activities and related
provisions are as follows:

4. MANAGEMENT OF INSURANCE AND FINANCIAL RISK (Continued)
4.2 Management of financial risk (Continued)

Monetary asset and liabilities’ remaining periods to maturity:

31 December 2016 31 December 2015
Gross Gross
amount Provision amount Provision
Undue receivables 366,328,421 - 362,271,674 -
Past due 0-30 days 2,479,774 - 4,850,625 -
Past due 31-60 days 1,810,120 - 3,116,385 -
Past due 61-180 days 3,963,205 - 6,011,232 -
Past due 181-365 days 3,793,130 (1,500,264) 3,222,055 (424,003)
More than one year receivables 9,692,909 (6,327,200) 8,641,083 (1,788,188)
Doubtful receivables under legal follow-up 20,614,250 (16,/426,019) 18,182,860 (13,692,531)
408,681,809 (24,253,483) 406,295,914 (15,904,722)
Subrogation and salvage receivables 10,974,009 (235,527) 12,930,528 (282,852)
Doubttul receivables from main operations

Subrogation under legal follow up (Note 12) 114,671,330 (114,671,330) 84,918,845 (84,918,845)
Total 534,327,148 (139,160,340) 504,145,287 (101,106 ,419)

The movement in the allowance for impairment in respect of premium receivables during the period is
as follows:

2016 2015
Beginning of the period - January 1 (101,106 ,419) (59.,339,746)
Change in provision for recovery receivables
under legal follow-up (Note 47) (29,752 .485) (40,284 ,239)
Change in provision for premium receivables (2,887,280) (3,419.,893)
Doubtful receivables under legal follow-up
Collections in the period (Note 47) 153,792 740,920
Change in provision from premium
Receivables under legal follow-up (Note 47) (5,615,273) 1,325,909
Change in provision from recovery
Receivables under legal follow-up (Note 4.2) 47,325 (129,370)
Period ending - December 31 (139,160,340) (101,106 ,419)
Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in raising funds to meet cash
commitments associated with financial instruments.

Managing Liquidity Risk

The Company considers the maturity match between assets and liabilities for the purpose of avoiding
liquidity risk and ensures that it will always have sufficient liquidity to meet its liabilities when due.
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31 December 2016 Book value Up to 1 month 1 to 3 months 3 to 12 months 1 to 5 years
Assets
Cash and cash equivalents 665,210,904 239,065,522 426,145,382 - -
Receivables from operating activities 395,166,808 79,997,766 108,056,788 201,143,897 5,968,357
Other receivables 3,874,792 3,708,745 - - 166,047
Total monetary assets 1,064,252,504 322,772,033 534,202,170 201,143,897 6,134,404
Liabilities
Financial liabilities 1,658,420 230,754 469,282 958,384 -
Payables from operating activities 176,526,366 20,818917 112,225,706 43,481,743 -
Due to related parties 12,105 12,105 - - -
Other payables 23,390,533 6,160,343 14,179,493 - 3,050,697
Provision for outstanding claims, net 604,851,235 90,727,685 314,522,642 133,067,272 66,533,636
Provision for tax and

other similar liabilities 22,672,388 21,071,396 1,600,992 - -
Total monetary liabilities 829,111,047 139,021,200 442,998,115 177,507,399 69,584,333
31 December 2015 Book value Up to 1 month 1 to 3 months 3 to 12 months 1 to 5 years
Assets
Cash and cash equivalents 500,867,514 104,390,166 396,477,348 - -
Financial assets and financial assets

risks belongs to insurers 182,095 182,095 - - -
Receivables from operating activities 403,038,868 139,052,030 71,784984 183,735,312 8,466,542
Other receivables 4,390,416 4,239,350 - - 151,066
Total monetary assets 908,478,893 247,863,641 468,262,332 183,735,312 8,617,608
Liabilities
Financial liabilities 2,096,959 146,983 298,347 1,373,434 278,195
Payables from operating activities 181,543,075 20,528,122 113,961,441 47,053,512 -
Due to related parties 15,066 15,066 - - -
Other payables 23,620,732 8,760,156 12,434,126 - 2,426,450
Provision for outstanding claims, net 518,592,525 77,788,879 269,668,112 114,090,356 57,045,178
Provision for tax and

other similar liabilities 18,524,350 17,146,105 1,378,245 - -
Total monetary liabilities 744,392,707 124,385,311 397,740,271 162,517,302 59,749,823
Market risk

Market risk is the risk that changes in market prices, such as interest rate, foreign exchange rates and
credit spreads will affect the Company’s income or the value of its holdings of financial instruments.
The objective of market risk management is to manage and control market risk exposures within
acceptable parameters, while optimizing the return on risk.

Currency risk

The Company is exposed to currency risk through insurance and reinsurance transactions in foreign
currencies.

Foreign exchange gains and losses arising from foreign currency transactions are recorded at
transaction dates. At the end of the periods, foreign currency assets and liabilities evaluated by the
Central Bank of the Republic of Turkey’s spot purchase rates and the differences arising from foreign
currency rates are recorded as foreign exchange gain or loss in the statement of income.
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4. MANAGEMENT OF INSURANCE AND FINANCIAL RISK (Continued)

4.2 Management of financial risk (Continued)

The Company’s exposure to foreign currency risk is as follows:
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Other
31 December 2016 US Dollar Euro currencies Total
Assets:
Cash and cash equivalents 18,828,222 5,338,278 559,478 24725978
Receivables from operating activities 166,356,859 25266418 451,946 192,075,223
Total foreign currency assets 185,185,081 30,604,696 1,011,424 216,801,201

Liabilities:
Payables arising from operating activities

(108,858,493)

(12,301,109)

(219,101)  (121,378,703)

4. MANAGEMENT OF INSURANCE AND FINANCIAL RISK (Continued)

4.2 Management of financial risk (Continued)

Exposure to interest rate risk

The principal risk to which non-trading portfolios are exposed is the risk of loss from fluctuations in
the future cash flows or fair values of financial instrument because of a change in market interest rates.
Interest rate risk is managed principally through monitoring interest rate gaps and by having pre-

approved limits for re-pricing bands.

As at 31 December 2016 and 2015; the interest rate profile of the Company’s interest earning financial
assets and interest bearing financial liabilities are detailed below:

31 December 2016 31 December 2015

Financial assets with fixed interest rate:

Deposits in banks (Note 14) 545474,173 403,215,083
Financial liabilities with fixed interest rate:
Financial lease payables (Note 20) 1,658,420 2,096,959

Deposits and collaterals received (820,909) (219,611) - (1,040,520)
Total foreign currency liabilities (109,679.,402) (12,520,720) (219,101) (122,419,223)
Balance sheet position 75,505,679 18,083,976 792,323 94,381,978
Other

31 December 2015 US Dollar Euro currencies Total
Assets:

Cash and cash equivalents 6,764,374 4,660477 191,685 11,616,536
Receivables from operating activities 179,814,249 29,055,875 356,398 209,226,522
Total foreign currency assets 186,578,623 33,716,352 548,083 220,843,058
Liabilities:

Payables arising from operating activities (93,617,193) (15,666,966) (59,172) (109,343,331)
Deposits and collaterals received (798,041) (189,114) - (987,155)
Total foreign currency liabilities (94,415,234) (15,856,080) (59,172) (110,330,486)
Balance sheet position 92,163,389 17,860,272 488,911 110,512,572

TRY equivalents of the related monetary amounts denominated in foreign currencies are presented

above.

Foreign currency rates used for the translation of foreign currency denominated monetary assets and
liabilities as at 31 December 2016 and 2015 are as follows:

31 December 2016
31 December 2015

Exposure to currency risk

USD

3.5192
29076

Euro

3.7099
3.1776

10 percent devaluation of the TRY against the following currencies as at 31 December 2016 and 2015
would have increased equity and profit or loss (excluding tax effects) by the amounts shown below.
This analysis assumes that all other variables, in particular interest rates, remain constant. A 10 percent
appreciation of the TRY against the following currencies’ effect will be in opposite direction.

1 January - 1 January -
31 December 2016 31 December 2015
Profit or loss Equity Profit or loss Equity
US Dollar 7,550,568 7,550,568 640,063 640,063
Euro 1,808,398 1,808,398 442 980 442 980
Other currencies 79,232 79,232 43,526 43,526
Total, net 9,438,198 9,438,198 1,126,569 1,126,569
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Interest rate sensitivity of the financial instruments
The Company does not have any intereset sensitive financial instrument as of 31 December 2016.
Fair value information

The estimated fair values of financial instruments have been determined using available market
information, and where it exists, appropriate valuation methodologies.

Available-for-sale financial assets are measured at their fair values based on their quoted prices in the
accompanying financial statement. To measure the fair values of the debt securities which has no
quoted prices in the financial markets, a valuation technique is applied, which all inputs are based on
the observable information.

Management estimates that the fair value of other financial assets and liabilities are not materially
different than their carrying amounts.

Classification of fair value measurement

“TFRS 7 - Financial Instruments: Disclosures requires the measurements of fair value of financial
instruments to be classified in a hierarchy that reflects the significance of the valuation inputs used.
This classification priorities observable data, using market data obtained from independent sources, in
preference to unobservable data that relies, for example on the use of predictions and assumptions
about market prices by the Company. This sort of categorization generally results in the classifications
below.
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4. MANAGEMENT OF INSURANCE AND FINANCIAL RISK (Continued)
4.2 Management of financial risk (Continued)
Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities;

Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly (i.e., as prices) or indirectly (i.e., derived from prices).

Level 3: Inputs for the asset or liability that is not based on observable market data (unobservable
inputs).

Classification requires the utilization of observable market data, if available.

Classification of financial assets and liabilities’ fair values is as follows:

4. MANAGEMENT OF INSURANCE AND FINANCIAL RISK (Continued)
4.2 Management of financial risk (Continued)

Borsa Istanbul (the “BIST”) is traded in the financial statements term securities shown between the
market value and the measured stocks, indexes of possible fluctuations due to fair value changes in (all
other variables held constant with) the Company's equity the effect on (excluding tax effects) is as
follows:

31 December 2016 31 December 2015
Change in Index Equity Equity

31 December 2016 Level 1 Level 2 Level 3 Total
Financial Assets:

Associates (Note 9) 31,960,158 - 323,706,588 355,666,746
Properties held for use (Note 6) - 176,095,000 - 176,095,000
Investment Property (Note 7) - 15,205,000 - 15,205,000
Total Financial Assets 31,960,158 191,300,000 323,706,588 546,966,746
31 December 2015 Level 1 Level 2 Level 3 Total
Financial Assets:

Available-for-sale financial assets (Note 11) 182,095 - 182,095
Associates (Note 9) 21,996,269 284,474,148 306470417
Properties held for use (Note 6) - 164,680,000 - 164,680,000
Investment Property (Note 7) - 14,924 000 - 14,924 000
Total Financial Assets 22,178,364 179,604,000 284,474,148 486,256,512

The reconciliation of the balance at the beginning and balance at the ending for Level 3 in terms of fair
value measurements are presented in the table below.

2016 2015

Beginning - January 1 284,474,148 226,230,278
Total gains and loss

- Recognised in other comprehensive income 38,522,139 58,243,870

- Purchases 710,301 -

Period ending - December 31 323,706,588 284,474,148

Fair values of affiliates and subsidiaries are determined in accordance with discounted cash flow and
comparative value method in valuation reports prepared by independent valuation companies.

Sensitivity of fair value of equity shares

Equity share price risk is defined as the risk of decreasing the market price of equity shares as a result
of a change in index.
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IMKB - 100 %10 2,635,925 2,217,837
Capital management

The Company’s major capital management policies include the following:

. To comply with the insurance capital requirements required by Treasury
o To safeguard the Company’s ability to continue as going concern
. To provide an adequate return to shareholders by pricing insurance contracts commensurately

with the level of risk assumed

In accordance with the “Communiqué on Measurement and Assessment of Capital Adequacy of
Insurance, Reinsurance and Individual Pension Companies” dated 19 January 2008 and numbered
26761 issued by Treasury; as of 31 December 2016, the Company measured its minimum capital
requirement as TRY 357,390,026 (31 December 2015: TRY 359,042,503). As of 31 December 2016,
the Company’s total equity calculated in accordance with the related communiqué is equal to
TRY 445,281,313 which is more than the minimum capital requirement by TRY 87,891,288 (31
December 2015: TRY 45,265,808 less).

The Company has taken following actions to increase profitability and sustain a structure;

o The Company has taken a number of measures in the Motor TPL and Motor Own Damage lines,
which account for a significant part of the portfolio. 153 agents whose portfolio incurred loss in
2015 were terminated. Similar measures have taken for 2016 and accordingly, 327 agents were
terminated as of 31 December 2016. Moreover, insurees, having high loss ratio, were taken out
of portfolio by pricing according to their risk group instead of market conditions.

) Actuarial tariff studies are performed in motor and traffic insurances in order determine the
premiums based on the tariff structure influenced by different risk factors and interactions.
Tariffs are revised periodically according to the technical results of the Company and the
analysis results based on the beginning year of the policies tend to improve for both insurance
branches.

o In order to set an individual profitable portfolio, the Company operates by adopting adequate
price and accurate conditions policy.

J The Company has adopted the policy of increasing the treaty capacity in Fire and Construction
hranchec ta canctitite a nrafitahle nortfalin
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4. MANAGEMENT OF INSURANCE AND FINANCIAL RISK (Continued)
4.2 Management of financial risk (Continued)

Information about earnings from financial assets is indicated in note 26. The details of financial
expenses are as follows:

1 January - 1 January -

31 December 2016 31 December 2015

Investment income transferred to non-life technical section (40,918,811) (52,327 ,372)
Foreign exchange losses (33,211,246) (23,949 ,663)
Amortization expenses (7,057,503) (6,369,916)
Investment management expenses - including interest (3,771,294) (3,540,315)
Other investment expenses (4,688,160) (5,323,170)
Financial expenses (89.,647,014) (91,510,436)

The details of financial gains and loses recognized in equity are as follows:

Changes in fair value of investments at associates (Note 9 and 15) 48,448,582 56,048,948
Changes in fair value of available-for-sale financial assets (Note 15) - 16,142
Total 48,448,582 56,065,090

S.  SEGMENT REPORTING

A segment is a distinguishable component of the Company that is engaged either in providing products
or services (business segment), or in providing products or services within a particular economic
environment (geographical segment), which is subject to risks and rewards that are different from
those of other segments.

Business segments

Information about the Company’s segment reporting is explained in this section within the context of
TFRS 8 - Business Segments Standards.

Not only reports given to upper level management to give a decision about reporting sub-operating
segments, also numerical sub limits within the context of TFRS 8 — Business Segments Standards are
taken into consideration and premium production, and technical profitability are evaluated as a
different business segments.

Fire Insurance

With this insurance; damages on the insured goods as a result of fire, lightning, blast, fume, steam, and
fever are insured up to the insurance coverage.
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5. SEGMENT REPORTING (Continued)
Other Accident Insurance

This section contains insurance in branches Motor own damage, personal accident insurance and
broken glass. The company provide physical damage thereby danger and invasion by motor own
damage policyholder motor can be used in road, from non-motorized vehicles , and the trailer or
caravan with backhoe, advantage arising from the tractor wheel; can be used in highway motor
vehicle, struggle with non-motorized transport, on the move or pause position involuntarily
policyholder or user of the car ,strike of an object which was moving or the car striking to object
tipping, falling, rolling, such as accidents, or movements with bad faith by third party, vehicle's
combustion, be stealing of car or attempt to steal.

Motor Vehicles (Land) Liability Insurance

The Company described the policy that if the mentioned motor vehicle, during the operation, will
cause a person's death or injury or damage a thing, in accordance with No. 2918 Road Traffic Act, the
operator’s legal responsibility will be provided up to insurance limits.

The damages occurred by trailers, or semi-trailers (including light trailers) will be covered by the
trailer’s insurance policy. Trailers to carry people will be covered if there is an additional liability
insurance, specified the special conditions

In order to prevent or minimize the damage after an accident, the Insuree’s reasonable and necessary
expenses will be covered by the Company. This insurance is the operator (the Insuree) to ensure the
defence against unjustified claims.

Health Insurance

Health insurance; during the period of insurance, provides the treatment costs if the insuree got illness,
accident, if also there is, daily paid claims up to written amounts in the insurance policy. The policy’s
geographical borders are mentioned in the policy.

Geographical Reporting

The main geographical segment the Company operates is in Turkey, so the Company does not disclose
geographical segment reporting.
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6. TANGIBLE ASSETS

Movements of tangible assets in the period from 1 January to 31 December 2016 and 2015 are
presented below:

6. TANGIBLE ASSETS (Continued)

The Company’s properties held for use is recognised at fair value. As of 31 December 2016, the
properties are carried at their fair values identified by the peer comparison method as stated in the
appraisal reports prepared by CMB certified independent expertise companies:

Appraisal Company 31 December 2016 31 December 2015
Giines Plaza Avrupa Gayrimenkul Deg. ve Dan. A.S. 165,000,000 155,000,000
Ankara Building Avrupa Gayrimenkul Deg. ve Dan. A.S. 3,600,000 3,600,000
Kabatas Building Avrupa Gayrimenkul Deg. ve Dan. A.S. 3,500,000 2,370,000
Antalya Building Avrupa Gayrimenkul Deg. ve Dan. A.S 1,620,000 1,540,000
Trabzon Building Avrupa Gayrimenkul Deg. ve Dan. A.S 950,000 900,000
Adana Building Avrupa Gayrimenkul Deg. ve Dan. A.S 895,000 795,000
Erzurum Building ~ Avrupa Gayrimenkul Deg. ve Dan. A.S 255,000 225,000
Samsun Building Avrupa Gayrimenkul Deg. ve Dan. A.S 275,000 250,000
Total 176,095,000 164,680,000

Revaluation increases arising from valuation of land and buildings, net of deferred tax effects, are
credited to “Other Profit Reserves” under shareholders’ equity. Revaluation decreases arising from
valuation of land and buildings are charged against “Other Profit Reserves” for the corresponding
asset under shareholders’ equity. Fair value decreases per revaluation fund recorded in “Other Profit
Reserves” are charged to the income statement.

The movements of the revaluation increases for the land and buildings accounted for using revaluation
model is below:

2016 2015
Beginning - January 1 115,650,215 86,712,461
Increase in value arising from revaluation 12,803,293 31,446,125
Depreciation differences recognised in retained earnings net (445,075) (255,818)
Increase in value arising from revaluation
Deferred tax effect (Note 21) (1,217,875) (2,157,589)
Other - (94,964)
Period ending - 31 December (Note 15) 126,790,558 115,650,215

Cost and accumulated depreciations of the buildings as at 31 December 2016 and 2015 are as follows:

31 December 2016 31 December 2015

Valuation
1 January 2016 Additions Disposals Increase 31 December 2016
Cost:
Real estate property held for use 164,680,000 - - 11,415,000 176,095,000
Machinery and equipment 9,532,061 1,386,884 (3,619,310) - 7,299,635
Furniture and fixtures 5,731,758 47,595 (2,557) - 5,776,796
Motor vehicles 586,107 8,560 (176,223) - 418,444
Other tangibles
(include leasehold improvements) 1,528,427 10,443 (3,235) - 1,535,635
Leased assets 6,092,141 2,748 486 - - 8,840,627
188,150,494 4,201,968 (3,801,325) 11,415,000 199,966,137
Accumulated depreciation:
Real estate property held for use - (1,388,293) - 1,388,293 -
Machinery and equipment (7,887,503) (702,004) 3,619,088 - (4,970,419)
Furniture and fixtures (5,363,108) (149,514) 2,557 - (5,510,065)
Motor vehicles (476,922) (62,024) 176,223 - (362,723)
Other tangibles
(include leasehold improvements) (1,434,706) 41,027) 3,235 - (1,472,498)
Leased assets (2,778,686)  (1,421,378) - - (4,200,064)
(17,940,925)  (3,764,240) 3,801,103 1,388,293 (16,515,769)
Net book value 170,209,569 183,450,368
Valuation
1 January 2015 Additions Disposals Increase 31 December 2015
Cost:
Real estate property held for use 134,455,000 - - 30,225,000 164,680,000
Machinery and equipment 9,359,000 505,274 (332,213) - 9,532,061
Furniture and fixtures 5,689,290 42,468 - - 5,731,758
Motor vehicles 567,107 19,000 - - 586,107
Other tangibles
(include leasehold improvements) 1,525,600 2,827 - - 1,528 427
Leased assets 2,810,979 3,281,162 - - 6,092,141
154,406,976 3,850,731 (332,213) 30,225,000 188,150,494
Accumulated depreciation:
Real estate property held for use - (1,221,125) - 1,221,125 -
Machinery and equipment (7,559,155) (660,510) 332,162 - (7,887,503)
Furniture and fixtures (5,125476) (237,632) - - (5,363,108)
Motor vehicles (405,743) (71,179) - - (476,922)
Other tangibles
(include leasehold improvements) (1,360,384) (74,322) - - (1,434,706)
Leased assets (1,929,605) (849,081) - - (2,778,686)
(16,380,363)  (3,113,849) 332,162 1,221,125 (17,940,925)
Net book value 138,026,613 170,209,569
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Cost 55,928,944 55,928,944
Accumulated depreciation (15.380,579) (14,437361)
Net book value 40,548,365 41,491,583
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6. TANGIBLE ASSETS (Continued)

As of 31 December 2016 and 2015, reconciliation between net book value, calculated by costs of
properties held for own use and revalued amounts are as follows:

31 December 2016 31 December 2015
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STATEMENTS FOR THE PERIOD 1 JANUARY - 31 DECEMBER 2016

(Amounts expressed in Turkish Lira (“TRY”) unless otherwise indicated.)

7. INVESTMENT PROPERTY (Continued)

Costs and accumulated depreciation of investment properties as at 31 December 2016 and 2015 are as follows:

31 December 2016 31 December 2015

Revalued amount 176,095,000 164,680,000
Accumulated depreciation - -
Revalued amount (net of accumulated depreciation) 176,095,000 164,680,000

Cost 11,138,398 12,345,926
Accumulated depreciation (6,388,621) (6,230,878)
Net book value 4,749,777 6,115,048

Net book value, calculated over cost amount

(40,548.,365)
Calculated impairment loss -

(41,491,583)

Revaluation fund before tax 135,546,635 123,188,417
Calculated deferred tax liability (Note 21) (8,756,077) (7,538,202)
Revaluation fund, (net) (Note 15) 126,790,558 115,650,215

There is no commitment on the properties held for use (31 December 2015: None).
7. INVESTMENT PROPERTY

As at 31 December 2016 and 2015, movements of the investment properties are as follows:

There is no rental income from investment properties (31 December 2015: None).

There are no pledges on the investment properties (31 December 2015: None).

8. INTANGIBLE ASSETS

Movements in intangible assets in the period from 1 January to 31 December 2016 and 2015 are as

Valuation
1 January 2016 Additions Disposals Increase 31 December 2016
Investment properties 14,924,000 64,000 (1,674,000) 1,891,000 15,205,000
14,924,000 64,000 (1,674,000) 1,891,000 15,205,000

Valuation
1 January 2015 Additions Disposals Increase 31 December 2015
Investment properties 92,035,000 132,000 (78.,241,072) 998,072 14,924,000
92,035,000 132,000 (78,241,072) 998,072 14,924,000

The lands and buildings for getting rental income, or holding for appreciation or for both instead of
using in the operations of the Company, administrative purposes or sailing in the ordinary course of
business, are classified as investment properties.

As of 31 December 2016 and 2015, investment properties are reflected into the financial statements at
their fair values obtained from appraisal reports prepared by independent professional valuation
experts.

31 December 2016 31 December 2015

follows:
1 January 2016 Additions  Disposals 31 December 2016
Cost:
Rights 8,119,769 411,043 - 8,530,812
Computer software 16,507,653 - - 16,507,653
24,627 422 411,043 - 25,038,465
Accumulated amortization:
Rights (5,255811) (1,642,498) - (6,898,309)
Computer software (6,878,188) (1,650,765) - (8,528,953)
(12,133,999) (3,293,263) - (15,427,262)
Net book value 12,493,423 9,611,203
1 January 2015 Additions  Disposals 31 December 2015
Cost:
Rights 6,797,082 1,322,687 - 8,119,769
Computer software 16,507,653 - - 16,507,653
23,304,735 1,322,687 - 24,627,422
Accumulated amortization:
Rights (3,650,508) (1,605,303) - (5,255 811)
Computer software (5,227 424) (1,650,764) - (6,878,188)
(8,877,932) (3,256,067) - (12,133,999)
Net book value 14,426,803 12,493,423

[zmir Konak Land 9,300,000 7,950,000
Tekirdag Farm &) 4,100,000 3,715,000
Other land and buildings © 1,805,000 3,259,000
Total 15,205,000 14,924,000

(*)  The value of these properties as at 31 December 2016 has been determined by the peer comparison
method, specified in appraisal report dated 27 November 2016
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9. INVESTMENT IN EQUITY SHARES

9. INVESTMENT IN EQUITY SHARES (Continued)

As of 31 December 2016 and 2015, there are no financial assets given as a guarantee. The table within
the company’s equity share and associates as it is below:

Total Total Current year Prior year Audited
Thousand TRY Assets Equity Profit Profit Unaudited Period
Vakif Emeklilik A.S. 5,590,855 199,376 61,404 30,858 Audited 31 December 2016
Vakif Finansal Kiralama A.S. 1,686.425 169,759 23,510 23,594 Audited 31 December 2016
Vakif Menk. Kiy. Yat. Ort. A.S. 18,131 17,448 (237) (281) Audited 31 December 2016
Vakif Gayrimenkul Yat. Ort. A.S. 966,713 869,796 47238 33,814 Audited 31 December 2016
Vakif Finans Factoring Hizmetleri A.S. 1410443 121,847 16,098 14,047 Audited 31 December 2016
Vakif Yatirim Menkul Degerler A.S. 437,066 120,375 8,568 (5,459) Audited 31 December 2016
Vakif Enerji ve Madencilik A.S. 31,558 3,035 (2,602) (2,266) Unaudited 31 December 2016
Taksim Otelcilik A.S. 363,932 353,834 (2,648) 5,640 Unaudited 31 December 2016
Vakif Paz. Sanayi ve Ticaret A.S. 67,763 51,490 5,904 3,861 Unaudited 31 December 2016
Tarim Sigortalar1 Havuz Isl. A.S. 15,154 9,071 1,122 790 Unaudited 31 December 2016
Turk P ve I Sigorta A.S. 17,487 3,674 1,391 (610) Unaudited 31 December 2016

31 December 2016 31 December 2015
Participation Carrying Carrying
Rate (%) Cost Value Cost Value
Giines Tur. End. ve Tic. A.S. @ 99.99 - - 1,076,713 -
Associates, net - - 1,076,713 -
Vakif Finansal Kiralama A.S. 15.65 13,614,690 20,966,510 10,171914 12,104,491
Vakif Gayrimenkul Yati. Ort. A.S. 1.74 8,060,517 8,529,648 7,928,193 8,153,778
Vakif Menk. Kiy Yat. Ort. A.S. 11.00 2,200,000 2,464,000 2,200,000 1,738,000
Publicy traded investment
in equity shares 23,875,207 31,960,158 20,300,107 21,996,269
Vakif Emeklilik A.S. (D 37.10 27,260,175 297,081,611 26,554,375 261,146,000
Vakif Finans Faktorin% AS.® 13.71 7,229,553 13,024,841 7,229,553 10,872,030
Taksim Otelcilik A.S. @ 143 5,628,206 6,438,607 5,628,206 5,910,938
Vakif Pazarlama Sanayi ve Ticaret A.S. ® 9.76 13,989,682 5,739,048 13,989,682 5,182,560
Vakif Ingaat Restorasyon Tic. A.S. @ 10.00 5915332 900,801 5915332 896,300
Vakif Yatirim Menkul Degerler A.S. & 0.25 130,801 265,747 130,801 216,750
Vakif Enerji ve Madencilik A.S. @ 1.77 4,703,224 255933 4,703,224 249,570
Turk P ve I Sigorta A.S. © 16.67 1,000,000 1,000,000 1,000,000 1,000,000
Tarim Sigortalar1 Havuz Isl. A.S. © 417 220,125 220,125 220,125 220,125
Other non-marketable securities 66,077,098 324,926,713 65,371,298 285,694,273
Financial assets total 89,952,305 356,886,871 86,748,118 307,690,542

(1) Vakif Emeklilik A.S., %37.10 of its shares owned by the Company, is classified as securities and carried at its fair
value considering that there is no significant influence of the Company in accordance with “TAS 28 — Investments in
Associates and Joint Ventures”. As of 31 December 2016 and 2015, its fair value was determined based on valuation
report dated 28 October 2016 prepared by a CMB licensed company.

2) The liquidation of Giines Tur. End. ve Tic. A.S. has been registered on Trade Registry Gazette dated 21 October
2016.

3) As at 31 December 2016 and 2015 the fair value determined based on valuation reports held.

“4) As at 31 December 2016 and 2015 the fair value determined based on valuation report prepared by a CMB licensed
appraisal Company in 2008.

) The financial assets recognised with cost, due to lack of market price of the financial asset or valuation report.

Movements of financial assets during the period as follows:

2016 2015
Beginning of the period - January 1 307,690,542 251,596,571
Purchases 710,301 -
Fair value increases, recognised in equity (Note 15) 48,448,582 56,048,948
Other 37,446 45,023
Period ending - December 31 356,886,871 307,690,542
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10. REINSURANCE ASSETS AND LIABILITIES

As a ceding company, outstanding reinsurance assets and liabilities of the Company shown in details
as follows:

31 December 2016 31 December 2015
Reinsurance Assets /(Liabilities)

Provision for outstanding claims, ceded (Note 17) 467,420,641 403,151,064
Reserve for unearned premiums, ceded (Note 17) 341,409,357 322,137,138
Equalization provision reinsurance share (Note 17) 47,294 485 34,833 381
Unearned premiums SSI share 13,327,681 9,872,390
Reserve for unexpired risks reinsurance share (Note 17) 10,160,210 13,234,636
Deferred commission income (Note 17) (55,594,535) (54,530,906)
Current account net debts of

reinsurance companies (Note 19) (144,504 ,322) (154,085,055)

As of 31 December 2016, the Company accounted for a provision amounting to TRY 21,497,122 in
short term “other technical provisions” for the claim receivables from several reinsurance companies
and reinsurance share of certain outstanding claim files considering that they are under arbitration
process or impaired (31 December 2015: TRY 2,085,855) (Notel7).

1 January - 1 January -
31 December 2016 31 December 2015
Reinsurance Income/(Expenses)

Paid Claims - Reinsurer Share 229,577,705 175,211,993
Commissions received from reinsurers (net) 99,307,685 72,086,028
Outstanding claim provision- Reinsurer Share 64,269,577 93,743,257
Change in Unearned premium reserve- Reinsurer Share 19,272,219 32,768,164
Equalization provision - Reinsurer Share 12,461,104 11,795,805
Change in Unearned premium reserve SSI Share 3,455,291 (2,519,707)
Unexpired risk Reserve - Reinsurer Share (3,074 ,426) 11,156,964
Ceded premiums to SSI (24,454.974) (22,365,923)
Ceded premiums to reinsurers (597,714 ,030) (541,978,659)

Detailed explanations about reinsurance agreements are disclosed in Note 2.14.
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11. FINANCIAL ASSETS

As at 31 December 2016 and 2015, the Company’s financial assets are detailed as follows:

31 December 2016 31 December 2015
Financial assets held for trading - 182,095

(Amounts expressed in Turkish Lira (“TRY”) unless otherwise indicated.)

Total - 182,095

Company’s all government bonds shown above consist of publicly traded securities.
There is not any financial asset held by the Company issued by the related parties.
During the period, there is not any corporate bond issued or paid by the Company.

There is not any financial asset which is overdue but not impaired in the financial assets portfolio of
the Company.

Movements of the Company’s available-for-sale financial assets are as follows:

12. LOANS AND RECEIVABLES (Continued)

As at 31 December 2016 and 2015, receivables from operating activities are detailed as follows:

31 December 2016 31 December 2015
Receivables from agencies, brokers and intermediaries 287,615,482 270,365,627
Salvage and subrogation (Note 2.20) 100,452,077 117,747 428
Receivables from policyholders 10,974,009 12,930,528
Receivables from main insurance operations 399,041,568 401,043,583
Provision for salvage and subrogation receivables (Note 2.20) (235,527) (282,852)
Provision for premium receivables (7,827 .,464) (2,212,191)
Provisions for receivables from insurance operations (8,062,991) (2,495,043)
Total receivables from main insurance operations -net 390,978,577 398,548,540
Salvage and subrogation receivables under administrative
and legal follow up - gross 114,671,330 84,918,845
Doubtful receivables from main operations 20,614,250 18,182,859
Doubtful receivables from main operations 135,285,580 103,101,704
Receivables from main operations-gross 526,264,157 501,650,244

2016 2015
Balance at the beginning of the period - January 1 182,095 6,963,853
Purchasing during the year - 2,054,180
Disposals (by either sale or amortization) (182,095) (8,580,044)
Changes in financial assets at amortized cost revenues - (255,894)
Balance at the end of the period - December 31 - 182,095

Provisions for salvage and subrogation receivables
under administrative and legal follow up

(114,671,330)

(84,918,845)

12. LOANS AND RECEIVABLES

31 December 2016 31 December 2015

Provisions for doubtful receivables from main operations (16,426,019) (13,692,531)
Doubtful receivables from main operating activities (131,097,349) (98,611,376)
Receivables from main operations 395,166,808 403,038,868
Details of salvage and subrogation receivables are as follows:

31 December 2016 31 December 2015
Salvage and subrogation receivables - gross 213,927,465 182,935,025
Salvage and subrogation receivables — reinsurance share (88,282,126) (85,085,652)
Salvage and subrogation 125,645,339 97,849,373

Receivables from operating activities 395,166,808 403,038,868
Other receivables 7,209,385 5,263,228
Prepaid taxes and funds 3,874,792 4390416
Total 406,250,985 412,692,512
Short-term receivables 406,084,938 412,541,446
Medium and long term receivables 166,047 151,066
Total 406,250,985 412,692,512

Provisions for salvage and subrogation receivables
under administrative and legal follow up
Provision of salvage and subrogation receivables

(114,671,330)
(235.527)

(84,918,845)
(282.852)

Accruals of net salvage and subrogation receivables

10,738,482

12,647,676

The related party transactions of the Company are presented in Note 45 in detail.

The receivables and payables denominated in foreign currencies and detailed analyses of foreign
currency balances are presented in Note 4.2.
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13. DERIVATIVE FINANCIAL INSTRUMENTS
As of 31 December 2016 and 2015, the Company does not have any derivative financial instruments.

14. CASH AND CASH EQUIVALENT ASSETS

As of 31 December 2016 and 2015, cash and cash equivalents are as follows:
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CONVENIENCE TRANSLATION OF THE NOTES TO THE FINANCIAL
STATEMENTS FOR THE PERIOD 1 JANUARY - 31 DECEMBER 2016

(Amounts expressed in Turkish Lira (“TRY”’) unless otherwise indicated.)

31 December 2016 31 December 2015

At the end At the beginning At the end At the beginning

of the period of the period of the period of the period

Cash on hand 1,186 13,193 13,193 -

Banks 556,902 445 408,230,506 408,230,506 272,671,954

Receivables from Credit Cards 108,299,498 92,621,611 92,621,611 84,482,663

Postal Cheques 7,775 2,204 2,204 7,727

665,210,904 500,867,514 500,867,514 357,162,344

Blocked amounts (143,224,016) (139,049,639) (139,049,639) (125,688,116)

Accrued interest on bank deposits (1,831,070) (950,021) (950,021) (636,962)
Accrued interest on bank deposits

in the statement of cash flows 520,155,818 360,867,854 360,867,854 230,837,266

As at 31 December 2016 and 2015, bank balances are detailed as follows:

31 December 2016 31 December 2015
Foreign currency denominated bank deposit

15. SHAREHOLDER’S EQUITY (Continued)

There are no privileges to any class of shares.

As at 31 December 2016, the shareholders which have direct or indirect control over the shares of the
Company are Vakiflar Bankas1 with 48.20% of shares (31 December 2015: 36.35%) and Groupama
S.A. with 20% of shares (31 December 2015: 36.00%).

There is no treasury shares held by the Company itself or by its subsidiaries or associates.

There is no shares issued which will be subject to sale in accordance with forward transactions and
contracts.

Other capital reserves

As at 31 December 2016 and 2015, the detail of other capital reserves in accompanying the financial
statements are as follows:

31 December 2016 31 December 2015

Funds of profit from sale of properties 77,748,330 17,822,568
Premium on issued shares (*) 654,992 -
Capital Reserves 78,403,322 17,822,568

- time deposit 20,837,597 9,889,618

- demand deposit 3,888,381 1,726,918
Bank deposits in Turkish Lira

- time deposits 524,636,576 393,325,465

- demand deposits 7,539,891 3,288,505
Banks 556,902,445 408,230,506

As of 31 December 2016, the Company has blocked bank deposits in favour of Treasury in the amount
of TRY 133,387,620 (31 December 2015: TRY 131,244,639), Tarim Sigortalar1 Havuz Isletmeleri
A.S.’s (TARSIM) the amount of TRY 8,586,397 Tarim Sigortalar1 Havuz Isletmeleri AS (“TARSIM”)
(31 December 2015: TRY 6,555,000) and Central Bank of Turkish Republic of Northern Cyprus in the
amount of TRY 1,250,000 (31 December 2015: TRY 1,250,000).

15. SHAREHOLDER’S EQUITY
Paid in capital

As indicated in Note 2.13, the Company’s paid capital has been raised to TRY 270,000,000 by
increasing TRY 120,000,000 and the relevant capital increase has been registered in the Official
Gazette dated 26 December 2016.

As of 31 December 2016, the Company has TRY 270,000,000 of the capital which is totally paid and
that comprises of issued shares of 2,700,000,000 nominal (31 December 2015: 1,500,000,000 issued
shares, TRY 150,000,000 paid capital).
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*) TRY 654,992 of the difference between the nominal amount and the sale price of the shares offered to the
public has been classified as premium on issued shares

In accordance with tax legislation, 75% of profits from sales of land and buildings and participation
shares included in the assets of companies is exempted from corporate tax on a condition that it is
classified under a special fund for five years. The exempted gains cannot be transferred to another
account except for capital expenditure or cannot be paid as dividend for five years. In accordance with
the 27 October 2008 dated and 2008/41 numbered sector announcement by Treasury, 75% of
TRY 97,185,410 sales gain amounting to TRY 77,748,328 arising from sales of the other investment
properties in 2010, 2014 and 2015, are recognised under “other capital reserve” account.

In accordance with the statements above, the Company has classified 75% of TRY 874,336 sales gain
amounting to TRY 655,752 arising from sale of investment property as “Profit for the Year Not
Subject to Dividend” in shareholders’ equity. The total of the sales gain amounting to TRY 222,903
which calculated based the book value in accordance with TMS is recognised in the “Investment
Income” account in income statement (31 December 2015: TRY 15,401,928) (Note 26).

Legal reserves

The legal reserves consist of first and second reserves, appropriated in accordance with the TCC. The
TCC stipulates that the first legal reserve is appropriated out of statutory profits at the rate of 5%, until
the total reserve reaches 20% of the Company’s paid-in share capital. The second legal reserve is
appropriated at the rate of 10% of all cash distributions in excess of 5% of the paid-in share capital.
Under the TCC, the legal reserves can only be used to offset losses and are not available for any other
usage unless they exceed 50% of paid-in share capital.
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15. SHAREHOLDER’S EQUITY (Continued)
The movement of legal reserves in the period is as follows:

31 December 2016 31 December 2015
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15. SHAREHOLDER'’S EQUITY (Continued)

Details of other profit reserves are as follows:
31 December 2016 31 December 2015

Legal reserves

4,949 441

4,949 441

Legal reserves

4,949 441

4,949 441

Valuation of financial assets

As at 31 December 2016 and 2015, financial assets classified as available for sale securities,
investments and equity securities resulting from changes in the fair value of the details are as follows:

31 December 2016 31 December 2015
Investment in equity shares 286,146,708 239,953,208

Valuation of financial assets 286,146,708 239,953,208

The movements of change in fair value of investment in equity shares are given below:

2016 2015
Beginning of the period-January 1 239,953,208 186,842,726
Fair value increase (Note 9) 48,448,582 56,048,948
Tax effect on fair value increase (Note 21) (2,292,528) (2,990,825)
Changes in fair value of debt securities - 16,142
Other 37,446 36,217
Period ending - December 31 286,146,708 239,953,208

The value increase in financial assets in last 3 years (with the effect of related tax effect) is as follows:

Change in Total Increase
Year Fair Value in fair value
2016 46,193,500 286,146,708
2015 53,110,482 239,953,208
2014 23,395,337 186,842,726

Other profit reserves

In accordance with the 4 July 2007 dated and 2007/3 numbered Compliance Circular issued by
Treasury, it was stated that the companies would not further provide earthquake provision for the year
2007. However, it was also stated that earthquake provisions provided in previous periods (earthquake
provision in the financial statements as at 31 December 2006) should be transferred to the reserve
accounts under equity in accordance with the 5th Temporary Article of the Insurance Law. The
companies had to transfer total amount of provisions, including earthquake provisions reserved as at
31 December 2006 and related gains obtained from investment of these amounts, to the account called
as “549.01 - transferred earthquake provisions” which would be opened as at 1 September 2007 within
Uniform Chart of Account and the reserves amount should not be subject to dividend distribution or
should not be transferred to other accounts. In accordance with the related laws and regulations as of
30 June 2007 TRY 12,464,935 amount of earthquake provisions has been transferred to other profit

recerves nnder eanitv acconnte at 3 Sentemher 2007
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Revaluation Fund (Note 6) 126,790,558 115,650,215
Earthquake claim fund transferred to shareholder’s equity 12,464,935 12,464 935
Transferred reserves from profits of prior years 6,592,946 6,592,946
Actuarial gain and loss (3,153,756) (2,574 .941)
Other profit reserves 142,694,683 132,133,155
The movement of the revaluation funds is as follows:

2016 2015
Beginning of the period - January 1 115,650,215 86,712,461
Increase/(decrease) in the revaluation fund, net 11,140,343 28,937,754
End of the period - December 31 (Note 6) 126,790,558 115,650,215

In accordance with “TMS 16 - Tangible Assets”, the Company accounts for property (land and
buildings) using the revaluation model. Increases in the carrying amounts arising on revaluation of
land and buildings, net of tax, are accounted for in “Other capital reserves” under shareholders’ equity.
At each accounting period, the difference between depreciation based on the revalued carrying amount
of the asset (charged to the statement of income) and the depreciation based on the asset’s original cost
is transferred from “Other Capital reserves” to retained earnings. In accordance with the current
regulation, revaluation increases arising from the revaluation of property held for use are not allowed
to be used in capital increases. The movements in the current period related to revaluation increases
are disclosed in Note 6.

16. OTHER RESERVES AND EQUITY COMPONENT OF DISCRETIONARY
PARTICIPATION FEATURE

The information about other reserves which are within the share holders’ equity is at Note 15.
17. INSURANCE LIABILITIES AND REINSURANCE ASSETS
As of 31 December 2016 and 2015, details of technical provisions are as follows:
31 December 2016 31 December 2015

Reserve for unearned premiums, gross 732,362,874 681,983,326
Reserve for unearned premiums, ceded (Note 10) (341,409,357) (322,137,138)
Reserve for unearned premiums, SSI ceded (Note 10) (13,327,681) (9,872,390)
Reserve for unearned premiums, net 377,625,836 349,973,798
Provision for outstanding claims, gross 1,072,271,876 921,743,589
Provision for outstanding claims, ceded (Note 10) (467,420,641) (403,151,064)
Provision for outstanding claims, net 604,851,235 518,592,525
Reserve for unexpired risks gross 11,938,492 61,744,092
Reserve for unexpired risks, ceded (Note 10) (10,160,210) (13,234,636)
Reserve for unexpired risks, net 1,778,282 48,509,456
Equalization provision, gross 70,212,240 53,312,664
Equalization provision, ceded (Note 10) (47,294 485) (34,833,381)
Equalization provision, net 22917,755 18,479,283
Other technical provisions, net (Note 10) 21,497,122 2,085,855

Tatal tachnical nravicinne nat

-

NI A70 7N
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17. INSURANCE LIABILITIES AND REINSURANCE ASSETS(Continued)

In accordance with the 5 December 2014 dated and 2014/16 numbered “Circular on Provision for
Outstanding Claim” by Treasury, the Company decided ACLM methods for each branch depending
on the actuary’s recommendation. Same methods implemented along with previous periods for
ACML calculations of all branches except Air Vehicle and Air Vehicle Liability branches. The
development factors used on Compulsory Traffic was calculated by considering on incurred claim
triangles that was excluded large claims to remove the misleading effect of them and those
development factors was applied to the incurred claim triangles which include all claims. In addition,
development and tail factors has been determined by using statistical methods and implemented to
ACLM triangles in accordance with actuary’s opinion. Loss ratio method implemented to ACLM
triangles for General Liability branch as a result of large claim elimination pursuant to actuary’s
opinion. The ACLM calculations are performed on a gross basis and the net amounts are determined
in accordance with the methods presented below. As of 31 December 2016 and 2015, ACLM
calculation methods for branches and as a result of these calculations, additional gross or net reserves
that will be reserved or that will be reduced from reserves are described below:

17. INSURANCE LIABILITIES AND REINSURANCE ASSETS (Continued)

The Company, while doing the ACLM calculations, eliminated the major 3 claims in a separate file to
have a more homogeneous data set of calculations with the statistical methods, accepted by circular.
The major claim limits to extract the major claims for branches which are as a result of the

calculations are described below:

31 December 2016 31 December 2015

Branch Method Provision Provision Method Provision Provision

Used  Gross Add Net, Add Used  Gross Add Net Add
Compulsory traffic Standard 210,263,748 202,547,069 Standard 173,187,202 163,783,137
General liability Claim/Premium 127,925,665 17,730,497  Claim/Premium 106,696,316 14,265,297
Accident Standard 3,382,655 2,261,643 Standard 1,494,102 939,192
Facultative financial liability Standard 3,488,269 3,420,946 Standard 3,931,792 3,757.221
Health Standard 975911 975911 Standard 1,322,795 1,322,927
General losses Standard 4,453,804 356,304 Standard 7,347,406 619,386
Breach of trust Standard 6,814,614 392,522 Standard - -
Financial losses Standard 84,391 4,160 Standard (12,323) (1,439)
Air vehicles Claim/Premium 28,241,939 - Standard 20,843,197 -
Air vehicles liability CapeCod 12,118,885 - Standard  (13,333,313) -
Land vehicles Standard  (14,005,310) (13,754,615) Standard  (16,205,992) (15,690,641)
Fire and Natural disasters Standard 4,777,697) (2,579,957) Standard (2,703,820) (1,366,781)
Marine Standard (3,102,174)  (1,301,982) Standard (2,296,256) (951,109)
Water vehicles Standard (4,131,762) (390,865) Standard (3,475,295) (276.,286)
Legal protection Standard (3,262) (1,179) Standard 23,693 13,166
Total 371,729,676 209,660,454 276,819,504 166,414,070

Branch 31 December 2016 31 December 2015
Air Vehicles 1,362,080,795 582,849,054
General Liability 382,161,054 84,551,836
Breach of trust 338,597,068 -
Water Vehicles 184,225,652 717,548,351
Marine 90,414,330 65,486,099
Accident 66,329,507 28,371,576
Air Vehicle Liability 26,981,086 17,309,070
General Losses 10,193,105 6,291,277
Facultative Financial Liability 1,906,350 2,409,718
Land Vehicles 703,828 587,099
Financial Losses 366,067 127,999
Compulsory Traffic 350,750 286,550
Fire and Natural Disasters 324923 348,815
Health 68,898 56,100
Legal Protection 53,063 36,747
Credit - 67481
fASuOf 31 December 2016 and 2015, movements of insurance liabilities and reassurance assets are as
ollows:
Reserve for unearned premiums:
2016

Gross Reinsurer’s share Net
Beginning of the period - January 1 681,983,326 (332,009,528) 349,973,798
Written premium during the period 1,372,978,363 (622,169,004) 750,809,359

Earned premiums during the period

(1,322,598 815)

599,441,494 (723,157,321)

Below are the details of methods used to calculate net amount of provisions with additional gross, as a
result of ACLM calculations for branches:

Branch Used net off method

Compulsory Traffic

ry Tr Conservation rate of related reinsurance agreement
General Liability

Conservation rate of last period outstanding claim (after large claim
elimination)

Facultative Financial Liability Conservation rate of related reinsurance agreement

Air vehicles Liability Conservation rate of incurred claims in ACLM table (after large claim
elimination)

General Losses Conservation rate of incurred claims in ACLM table (after large claim
elimination

Accident C]opseirvation rate of incurred claims in ACLM table (after large
claim

Health Conservation rate of related reinsurance agreement

Fire and Natural Disasters
Breach of Trust

Marine

Air Vehicles

Legal Protection

Motor Own Damage
Water Vehicles

Financial Losses
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Conservation rate of incurred claims in ACLM table (after large claim
elimination)

Conservation rate of incurred claims in ACLM table (after large claim
elimination)

Conservation rate of incurred claims in ACLM table (after large claim
elimination)

Conservation rate of incurred claims in ACLM table (after large claim
elimination)

Conservation rate of incurred claims in ACLM table (after large claim
elimination)

Conservation rate of related reinsurance agreement

Conservation rate of incurred claims in ACLM table (after large claim
elimination)

Conservation rate of incurred claims in ACLM table (after large claim
elimination)

Period ending - December 31 732,362,874 (354,737,038) 377,625,836
Reserve for unearned premiums:
2015
Gross Reinsurer’s share Net
Beginning of the period - January 1 627,734,506 (301,761,071) 325973435
Written premium during the period 1,288,378,653 (564,344 582) 724,034,071
Earned premiums during the period (1,234,129,833) 534,096,125 (700,033,708)
Period ending - December 31 681,983,326 (332,009,528) 349,973,798
Provision for Qutstanding Claim:
2016
Gross Reinsurer’s share Net
Beginning of the period - 1 January 690,151,064 (316,896,482) 373,254,582
Claims paid during the period (236,278,466) 152,950,117 (83,328,350)
Change
- Indirect claims 1,433,080 (10,106,250) (8,673,170)
- Current period outstanding claims 270,478,956 (97,261,892) 173,217,064
- Prior years outstanding claims 38,746,234 (68,723,770) (29,977,536)
Total reported claims end of the period 764,530,868 (340,038,277) 424,492,590
Deduction amount calculated in
accordance with winning ratio (63,988.,665) 34,686,856 (29,301,809)
Incurred but not reported claims 371,729,674 (162,069,220) 209,660,454
Period ending - December 31 1,072,271,877 (467,420,641) 604,851,235

2016 ANNUAL REPORT | GUNES SIGORTA 149



GUNES SIGORTA ANONIM SIiRKETI

CONVENIENCE TRANSLATION OF THE NOTES TO THE FINANCIAL

STATEMENTS FOR THE PERIOD 1 JANUARY - 31 DECEMBER 2016

(Amounts expressed in Turkish Lira (“TRY”) unless otherwise indicated.)

17. INSURANCE LIABILITIES AND REINSURANCE ASSETS (Continued)
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17. INSURANCE LIABILITIES AND REINSURANCE ASSETS (Continued)

Total amount of guarantee that should be placed by the Company for life and non-life branches
and guarantees placed for the life and non-life branches in respect of related assets

31 December 2016 31 December 2015

Should be Should be
placed © Placed placed @ Placed
Non-life:
Bank deposits (Note 14) 134,637,620 132,494,639
Total 119,130,009 134,637,620 120,020,513 132,494,639

2015
Gross Reinsurer’s share Net
Beginning of the period - 1 January 524,102,202 (255,543,764) 268,558,438
Claims paid during the period (210,015,015) 70,371,811 (139,643,204)
Change
- Indirect claims (494,686) 547,255 52,569
- Current period outstanding claims 336,147,361 (141,828,799) 194,318,562
- Prior years outstanding claims 40,411,202 9,557,015 49,968,217
Total reported claims end of the period 690,151,064 (316,896 .,482) 373,254,582
Deduction amount calculated in
accordance with winning ratio (45,226,979) 24,150,852 (21,076,127)
Incurred but not reported claims 276,819,504 (110,405,434) 166,414,070
Period ending - December 31 921,743,589 (403,151,064) 518,592,525

Claim development tables

(*) Under the article 4 of the “The Communiqué on the Financial Structure of Insurance, Reinsurance and
Pension Companies”, published in accordance with the Insurance Law, in the Official Gazette dated
7 August 2007 and numbered 26606, the insurance companies and private pension companies operating
in life and personal accident branches are required to provide guarantees that equal to one third of
required capital amount as determined by capital adequacy calculation, as Minimum Guarantee Fund, in
each capital adequacy calculation period.

Total amount of insurance risk on a branch basis

31 December 2016 31 December 2015

The basic assumption used in estimation of the provision for outstanding claims is the Company’s past
experience of claims development. In determining the effect of external factors like court decisions
and legal changes provision for outstanding claims; The Company management uses its own
judgments. Sensitivity of estimations caused by legal changes and other ambiguities in the process of
estimation is not measurable. Also the long intervals between the time claim happens and the payment
time prevent the provision for outstanding claims to be determined clearly. Consequently, total
liabilities can change according to subsequent events and differences occurred by this re-estimation of
the total liabilities are booked in financial statements in succeeding periods

Development of insurance liabilities allows measuring the performance of the Company in estimating
the total claims liability. The amounts in the upper part of the tables below show the changes in the
Company’s estimations of aggregate claims from the time that claims happened, whereas the amounts
in the lower part of the table gives the reconciliation of the total liabilities with the provision for
outstanding claim that is presented on the financial statements.

31 December 2016

Motor third party liability
Fire and nature disasters

1,326,934,873,950
206,317,243 277

1,700,493 ,897,040
144,283,103,766

Health 134,641,198,284 21,045,739,658
General losses 114,290,337,146 94 ,625,821,723
General liability 20,377,285,167 30,002,814,992
Air vehicles liability 20,367,470,806 18,095,314,688
Land vehicles 17,517,160,168 17,889,672,706
Financial losses 11,535,981,440 4,102,304 427
Accident 9,728,588 241 10,425,584 427
Water vehicles 4,354,332 ,051 3,525,092,317
Marine 4,097,954 311 4.453,108,353
Air vehicles 2,728,649 060 2,361,236,446
Legal protection 1,240,238,216 1,396,990,680
Total 1,874,131,312,117  2,052,700,681,223

Company’s number of life insurance policies, additions, disposals during the year and the

related mathematical reserves

None (31 December 2015: None).

Distribution of new life insurance policyholders in terms of numbers and gross and net

premiums as individual or group during the period

None (31 December 2015: None).

Distribution of mathematical reserves for life insurance policyholders who left the Company’s

portfolio as individual or group during the period
None (31 December 2015: None).

Deferred commission expenses

Claim 1 January - 1 January - 1 January - 1 January - 1 January - 1 January - 1 January -
year 31 December 2010 31 December 2011 31 D ber 2012 31 D ber 2013 31 D ber 2014 31 D ber 2015 31 December 2016 Total
Claim year
1 year later 375,594 438 373,965,937 378,335,577 434,488,656 522,612,270 617,841,990 581,818,123 3,284,656,991
2 year later 146,380,337 149,761,538 162,245,521 175,515,268 238,855,994 298,041,643 - 1,170,800,301
3 year later 60,795,670 70,538,943 75,378,104 87,960,008 134,183,048 - 428,855,773
4 year later 56,839,849 54,536,823 76,622,029 88,872,279 - 276,870,980
5 year later 60,199,520 55,280,589 81,360,544 - 196,840,653
6 year later 64,835,894 53,295,959 - 118,131,853
7 year later 66,942,698 - 66,942,698
Total incurred

loss - Gross 831,588,406 757,379,789 773,941,775 786,836,211 895,651,312 915,883,633 581,818,123 5,543,099,249
31 December 2015
Claim 1 January - 1 January - 1 January - 1 January - 1 January - 1 January - 1 January -
year 31 December 2009 31 December 2010 31 D ber 2011 31 D¢ ber 2012 31 D ber 2013 31 D« ber 2014 31 December 2015 Total
Claim year
1 year later 397,898,639 376,945,705 372,211,320 374,306,732 420,148,691 500,667,794 597,462,699  3,039,641,580
2 year later 113,646,052 121,112,791 130,538,634 141,049,102 147,147,309 206,877,962 - 860,371,850
3 year later 31,975,186 52,885,984 61,919,770 57,980,426 78,841,970 - 283,603,336
4 year later 24,509,364 48,549,443 45,639,570 57,711,546 - 176,409,923
5 year later 27,543,027 49,330,497 48,160,890 - 125,034,414
6 year later 35,880,205 51,618,121 - 87,498,326
7 year later 39,348,158 - 39,348,158
Total incurred

loss - Gross 670,800,631 700,442,541 658,470,184 631,047,806 646,137,970 707,545,756 597,462,699  4,611,907,587
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Deferred portion of commissions paid to the intermediaries in relation to the policy production are
capitalized under the account of “short-term prepaid expenses” in the accompanying financial
statements. Total prepaid expenses amounting to TRY . 99,188,353 (31 December 2015:
TRY 90,914,866) is composed of deferred commission expenses amounting to TRY 91,138,398
(31 December 2015: TRY 83,866,181) and other prepaid expenses amounting to TRY 8,049,955
(31 December 2015: TRY 7,048,685).
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17. INSURANCE LIABILITIES AND REINSURANCE ASSETS (Continued)

As at 31 December 2016 and 2015, the movements of deferred commission expenses are presented
below:
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20. FINANCIAL LIABILITIES

The company does not have any financial debt as of 31 December 2016 (31 December 2015:
None).

Details of finance lease liabilities of the Company are as follows:

31 December 2016 31 December 2015

2016 2015
Deferred commission expenses at the beginning of the period 83,866,181 78,478,762
Commissions accrued during the period 197,239,863 183,110,550
Commissions expensed during the period (Note 32) (189,967,646) (177,723,131)
Deferred commission expenses at the end of the period 91,138,398 83,866,181

Individual pension funds

None (31 December 2015: None).

18. INVESTMENT CONTRACT LIABILITIES

None (31 December 2015: None).

19. TRADE AND OTHER PAYABLES DEFERRED INCOME

31 December 2016 31 December 2015

Gross Net Gross Net
Less than 1 year 1,739,714 1,658,420 1,972,523 1,818,764
Between 1-4 years - - 287,370 278,195
Total 1,739,714 1,658,420 2,259,893 2,096,959

21. DEFERRED TAXES

The Company calculates deferred income tax assets and liabilities for the temporary differences in the
balance sheet items arising due to the measurement in these financial statements and measurement in
accordance with Tax Procedure Law. The enacted tax rate used for the calculation of deferred income
tax assets and liabilities on temporary differences that are expected to be realized in the following

Payables arising from operating activities 176,526,366 181,543,075
Deferred Commission Incomes (Note 10) 55,594,535 54,530,906
Payables to SSI 4,790,622 4,780,422
Other various payables 15,633,863 16,480,461
Rediscount for other payables (84,648) (66,604)
Total 252,460,738 257,268,260

periods under the liability method is 20% and 5% (31 December 2015: %20 or %5).

As of 31 December 2016 and 2015, the temporary differences giving rise to deferred income tax assets
and liabilities with using enacted tax rates are as follows:

Deferred tax

As of 31 December 2016 payables arising from operating activities are debts to reinsurance companies
amounting to; TRY 144,504,322 (31 December 2015: TRY 154,085,055) (Note 10 ).

As of 31 December 2016 and 2015, details of other payables are as follows:

31 December 2016 31 December 2015

Accounts payable 9,662 407 7,622,753
Payables to Turkish Natural Catastrophe Insurance Pool (TCIP) 3,712,853 3,873,443
Payables to contracted repair shops 2,193,868 4,695,908
Other payables 64,735 288,357
Total 15,633,863 16,480,461

Total amount of investment discount for the current and future periods

None (31 December 2015: None).
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Total temporary differences assets/(liabilities)
December 31, December 31, December 31, 31 December
2016 2015 2016 2015
Deferred tax assets
Accumulated tax losses- 132,091,552 132,091,552 26,418,310 26,418,310
Impairment provision for associates- 20,161,322 21,238,035 4,032,264 4,247,607
Equalization provision 19,453,815 15,654,272 3,890,763 3,130,854
Provision for
severance pay and vacation 11,581,355 9,499,916 2,316,271 1,934,076
Provision for doubtful receivables 8,062,991 2,495,043 1,612,598 499,009
Provision for legal cases 2,735,367 3,051,965 547,073 610,393
Reserve for unexpired risks- 1,778,282 48,509,456 355,656 9,701,891
Rediscount Recievables 52,429 (3,764 ,476) 10,486 (752,896)
Other Technical Provisions 23,254,660 2,085,855 4,650,932 417,171
219,171,773 230,861,618 43,834,353 46,206,415
Deferred tax liabilities
Fair value differences
in associates (290,560,960) (245,650,031) (15,233.,498) (12,940,970)
Revaluation fund of properties
held for use (135,546,635) (123,188,417) (8,756 ,077) (7,538,202)
Revaluation difference of
investment properties (8,697,115) (7,445,865) (434,856) (372,293)
Fixed assets (3,461,282) (4,636,005) (692 ,255) (927.201)
Debt Rediscounts (19,825) 3,015,543 (3,965) 603,109
(438,285,817) (377,904,775) (25,120,651) (21,175,557)
Deffered tax assets (219,114,044) (147,043,157) 18,713,702 25,030,858
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21. DEFERRED TAXES (Continued) 23. PROVISIONS FOR OTHER LIABILITIES AND EXPENSES

The movements of deferred tax during the period are as follows: As at 31 December 2016 and 2015, the details of the provisions for other liabilities and expenses are as

follows:

2016 2015 31 December 2016 31 December 2015
Beginning of the period - 1 January 25,030,858 19,291,738 Provision for law suit and court expense 2,735,367 3,051,965
Deferred tax income (2,951,458) 10,846,647 Provision for unused vacations 1,028,512 935,434
Deferred tax, recognised in equity over the revaluation
fund of properties held for own use(Note 6) (1,217,875) (2,157,589) Provision for accrued expenses 3,763,879 3,987,399
Deferred tax effect of actuarial gain and loss 144,705 40,887
Deferred tax, recognised in equity -
over the revaluation differences of financial assets (Note 15)  (2.292,528) (2,990.825) Provision for severance pay 10,552,843 8,734,945
End of the period - December 31, 18,713,702 25,030,858 Movements of provision for severance pay during the period are presented below:
As of 31 December 2016 and 2015, the remaining periods to maturity of the Company’s accumulated 2016 2015
tax losses:
At the beginning of the period - 1 January 8,734,945 9,134,944
31 December 2016 31 December 2015 Interest cost 960,844 835,847
Until 2016 10763746 Service cost 996,122 1,122,027
nti - »102, P ts during th iod 862,587 2,528,336
Until 2017:(5) 29,983,585 22,967,170 Actuarial 1022}?gain§ P (723 519) ( 170 463)
Until 2018 (*) 37,965,045 75,930,090 g 2 2
Until 2019 (*) 11,630,866 23,261,732
Until 2020 (*) 60,854,974 137,554,117 At the end of the period — December 31 10,552,843 8,734,945
Until 2021 62,876,957 -
Total 203,311,427 307,476,855

©) As indicated in Note 2.17, in accordance with the regulation numbered 6736, the Company will not be
able to offset 50% of the carry forward tax losses against future taxable profits for the years those the tax
bases have been increased. As of 31 December 2016, these amounts represent 50% of the tax losses of the
respective years.

As of 31 December 2016, the Company has accumulated tax losses amounting to TRY 203,311,427
(31 December 2015: TRY 291,632,685). The Management has accounted for deferred income tax
asset amounting to TRY 26,418,310 (31 December 2015: TRY 26,418,310) for the accumulated tax
losses amounting to TRY 132,091,552 (31 December 2015: TRY 132,091,552) in the accompanying
financial statements after allocating a provision for carry forward tax losses amounting to
TRY 71,219,875 (31 December 2015: TRY 159,541,133) which the Company will not be able to
utilise according to the five year projections.

22. RETIREMENT BENEFIT OBLIGATIONS

None (31 December 2015: None).
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wg &8 Q
§ E_V_JS % 5 @ 25. SUBSCRIPTION FEE REVENUE
E % § g None (31 December 2015: None).
8| - 26. INVESTMENT INCOME
= 1 January - 1 January -
ol a8 scwcescsgs o & 31 December 2016 31 December 2015
12 88 298Z[JRE=ES &) & . .
Hel 8 =~o g2 ee 2 @ Foreign exchange gains 33,102,066 37,600,560
g ﬁ ¥ ZREAREZLE & & Income from financial investment 47,253,274 33,307,334
S| °T gegeegecyE 9| F Acquired incomes
- T T TTY T T e land, estate and buildings sales from (Note 15) 223903 15,401,928
Income from associates 1,052,588 8,695,000
Valuation of financial investments (1,470,343) 3,301,412
%’ % % E § éé 5 § § grr 2 §§ ' § @ \R/allia}tion of land, estate and buildings (Note 7) 1%2&888 22%,(9)%%
gl Gunanananng ) ent incomes ) )
% O S5ZITRC22888 £ B Other investments 7,587 198,338
Z e lhmRrIxE" T F| B
g Aa=d 7= ] Total 82,849,995 100,241,570
E 27. NET REALIZED GAINS ON FINANCIAL ASSETS
: Net realized gains on financial assets are presented in Note 4.2.
- ANO—ANOWNOOA~NNO (=)
; Z| 8885328885382 - 28. NET FAIR VALUE GAINS ON ASSETS AT FAIR VALUE THROUGH PROFIT OR
= 5 HEBISH=SRESTT | &
5 % ERERALTE=ETT 7 Net realized gains on financial assets are presented in Note 4.2.
i{Zﬁ E 29. INSURANCE RIGHTS AND CLAIMS
E g:i; w g § 1 1 1 § 1 1 1 1 1 1 1 1 1 E Disclosed in Note 17-
- g2 R = = 3 30. INVESTMENT CONTRACT BENEFITS
= < <
E g2 %’% 5, 3 None (31 December 2015: None).
o N— N
E < a 38 31. OTHER EXPENSES
= s A
n .g b T I O N N e N Y e e ) The allocation of the expenses with respect to their nature or function is presented in Note 32.
== : 5| SRSYEIEERERIREY €
= = 2 RS Gt dermery et S| 32. EXPENSE BY NATURE
o)) = SR TSNS TITONNRODO| -
© gJ| nd-aanEnt—=nooR| & - . . . .
Z > = @ BE| en woodSadXde Tel K Details of operating expenses included in the income statement are as follows:
E QF 8 3 = -7 = 1 January - 1 January -
— E 2 % 2 31 December 2016 31 December 2015
= % — % % S 2 gago3g g SR=RIB| B Commission expenses (Note 17) 189,967,646 177,723,131
§ ws =2 Z 1 e N D AR DR DU i il I Employee benefit expense 68,114,870 66,706,456
¥ Z =2 = £ o SE8TINTLSRLEAR| § Subcontractor service expenses 5,022,691 4,840,759
= 9 gl = s RRA2Q2QQRNY Q Information technology expenses 3,157,694 2,476,685
1793 "5 Ne) .
= SR E = = - @ Transportation expenses 2,971,326 3,034,949
= < =0 B Q Communication expenses 1,739,875 1,200,010
Z {f) Z %z e 5 Advertising expenses 1,202,934 2,210,139
S ZZT| &~ Jé' Rent expenses 1,119,759 1,351,989
Z < : £ = 5 Office equipment expenses 890,591 1,735,662
< a 3 % 3 . Light, water, heating costs 795,768 852,085
< B S fz: Z R = £ Consultancy expenses 724,992 414,259
B RBR=E 2 = ) Z Representation expenses 674 407 557,750
% % & C % | =g 2 o Insurance procuring expenses 658,252 663,545
> & E <l Zz B e = o o LS Cargo expenses 626,464 607,937
= =g = S g3 g 22 =38 2E% Cleaning expenses 353,475 488,234
v Z =5 E g B B 28 S258:E, Subscription expenses 108,972 409,890
gi‘ E =s zZz = £% S :o S = '§ =5B= Acquired commission incomes from reinsurer (Note 10) (99,307,685) (72,086,028)
Z 7 g - ‘g 5253 gf 22 SEs5E Other operating expenses 26,734,907 20,375,908
: S . 2= ,58sc¥L85>x5> E
S Sg23 3§ =z SSEES8RS85 545 & Total 205,556,938 213,563 360
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33. EMPLOYEE BENEFIT EXPENSES

The details of employee benefit expenses are as follows:
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1 January - 1 January -

31 December 2016 31 December 2015

Wages and salaries 51,833,399 51,259,510
Employer’s share in social security premiums 8,074,050 7,305,101
Other fringe benefits 5,567,658 5,512,503
Other benefits 2,639,763 2,629,342
Total 68,114,870 66,706,456

34. FINANCE COSTS

Finance costs are presented in Note 4.2 - Financial Risk Management above. There are no finance
costs classified in production costs or capitalized on tangible assets.

35. INCOME TAXES

Income tax expense in the accompanying financial statements is as follows:

1 January - 1 January -
31 December 2016 31 December 2015
Deferred taxes:
Tax arising from
Change of deductible temporary differences (3,342,710) 7.436,184
Tax arising from
Change of taxable temporary differences 391,252 3410463
Total income tax expense recognised in statement of income (2,951.,458) 10,846,647

A reconciliation of tax expense applicable to profit from operating activities before income tax at the
statutory income tax rate to income tax expense at the Company’s effective income tax rate for
1 January - 31 December 2016 and 2015 is as follows:

31 December 2016 31 December 2015
Before tax Tax rate Before tax Tax rate
Profit (%) loss (%)
(47,810,988) (173,415,527)
Income tax provision at
statutory tax rate 9,562,198 20.00 34,683,105 20.00
Disallowable expenses (369,238) 0.77) (525,924) (0.30)
Deferred tax assets
not recognised (12,575,390) (26.00) (27,510,823) (15.86)
Income not subject to tax 98,315 0.21 4,735,288 2.73
Other 332,657 0.70 (534,999) 0.31
Total income tax expense reflected
in the statement of income (2,951,458) 0.21 10,846,647 19.76

36. NET FOREIGN EXCHANGE GAINS

Net foreign exchange gains are presented in Note 4.2 - Financial Risk Management above.
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37. GAIN/(LOSS) PER SHARE)

Earnings(loss) per share are calculated by dividing net profit(loss) for the period into weighted average
number of shares of the Company.

1 January - 1 January -

31 December 2016 31 December 2015

Net income(loss) for the period (50,762 448) (162,568.,880)
Weighted average number of shares 1,516,438,356 1,500,000,000
Earnings(loss) per share (TRY) (0.0335) (0.1084)

38. DIVIDENDS PER SHARE

None (31 December 2015: None).

39. CASH GENERATED FROM OPERATIONS

The cash flows from operating activities are presented in the accompanying statement of cash flows.
40. CONVERTIBLE BONDS

None (31 December 2015: None).

41. REDEEMABLE PREFERENCE SHARES

None (31 December 2015: None).

42. CONTINGENCIES

In the normal course of its operations, the Company is exposed to legal disputes, claims and
challenges, in which mainly stem from its insurance operations. The necessary income/expense
provision for those revocable cases against/on behalf of the Company are provided whether under
provision for outstanding claims or provisions for other risks in the accompanying financial
statements.

As of 31 December 2016, if all cases in which the Company is defendant, result in against the
Company, amount of arising potential liability (including interest and other expenses) is
TRY 540,504,687 (31 December 2015: TRY 422,318,359). Provision for all these cases is recognised
under provision for outstanding claim account in the related financial statements.

As of 31 December 2016, if all cases which the Company is plaintiff, result in favour of the Company,
collection amounting to TRY 202,743,205 gross (31 December 2015: TRY 169,283,419) is expected
and also same amount of receivable provision is recorded with respecting to the reinsurer share. At the
same time, for the cases which the Company is plaintiff about doubtful receivables of insurance
operations, provision is recorded at an amount of TRY 16,426,019 (31 December 2015: TRY
13,692,532).

As a result of the tax inspection performed at the Company by the Ministry of Finance Tax
Supervisory Board relating to 2007 and 2008 insurance transactions, the Company was notified of tax
principal and penalties equal to TRY 1,343,490 for 2007 and TRY 1,921,964 for 2008 on 20
December 2013. The company was notified of penalties of TRY 2,158,478 for 2009 on 28 November
2014 and TRY 6,334,772 for 2010, 2011, and 2012 on 19 June 2015. No payment was made by the
Company with respect to tax principal and penalty amounts and the Company started the judicial
process within its legal rights in 2014. Notification of the justified decisions of the tax lawsuits opened
by the Company regarding the tax principal and penalties for 2007 and 2008 at Istanbul 1. Tax Council
was made on 9 April 2015. The court ruled to cancel the tax and penalty assessment, stating that an
appeal can be made to the Council of State within 30 days of the notification of the decision. The
Ministry of Finance has appealed the court decisions on the tax principal and penalty amounts for
2007 and 2008. Regarding the tax principal and penalties for 2010, 2011, and 2012, notification of the
justified decisions for the tax lawsuits opened at the Istanbul 1. Tax Council was made on 28 January
2016. The court ruled to cancel the tax and penalty assessment, stating that an appeal can be made to
the Council of State within 30 days of notification of the decision. The Ministry of Finance has
appealed the court decisions on the tax principal and penalty amounts for 2009, 2010, 2011 and 2012.
Within this scope, and considering the results of the Company’s lawsuits, no provisions were made in
the financial statements regarding this issue.
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43. COMMITMENTS

The details of the guarantees which are given by the Company in favour or the Treasury for insurance
operations are presented in Note 17.

Within the framework of operating lease the sum of the minimum lease payments are as follows for leased
properties for the use of head offices and regional offices and rented vehicles for the marketing and sales
team:

31 December 2016 31 December 2015

45. RELATED PARTY TRANSACTIONS (Continued)

Related party transactions are as follows:

Less than 1 year 1,532,572 1,815,934
More than 1 year and less than 5 years 2,064,777 136,642
Total minimum rent payments 3,597,349 1,952,576

44. BUSINESS COMBINATIONS
None (31 December 2015: None).

45. RELATED PARTY TRANSACTIONS

The Company’s shareholders, associates, companies of Vakiflar Bankas1 Groups and companies of
Groupama Groups are referred to related parties in the accompanying financial statements.

As at 31 December 2016 and 2015, related party balances are as follows:
31 December 2016 31 December 2015

1 January - 1 January -

31 December 2016 31 December 2015

Vakaflar Bankas1 T.A.O. 161,978,117 147,027,364
Vakif Sigorta Aracilik Hizmetleri Ltd. 8,626,124 9,463,736
Vakif Emeklilik A.S. 1,319,059 1,053,451
Taksim Otelcilik A.S. 681,070 411,250
Vakif Menkul Kiymetler Yatirim Ortakligi A.S. 15,015 16,329
Vakif Ingaat ve Restorasyon 845 859
Written premiums 172,620,230 157,972,989
Vakiflar Bankas: T.A.O. 20,650,913 18,148,545
Vakif Sigorta Aracilik Hizmetleri Ltd. 1,061,764 1,228,667
Commissions paid 21,712,677 19,377,212
Vakiflar Bankas: T.A.O. 789,920 738,926
Rent income 789,920 738,926
Vakif Emeklilik A.S. 145,884 193,560
Vakiflar Bankasi - 120,871
Finance expense 145,884 314,431
Vakaflar Bankasi T.A.O. 20,297,246 23,810,887
Finance incomes 20,297,246 23,810,887
Vakiflar Bankas: T.A.O. 290,622 20,607
Finance expenses 290,622 20,607
Vakif Emeklilik A.S. 491,575 8,695,000
Dividend income 491,575 8,695,000
Vakiflar Bankas1 T.A.O. 199,823 206,876
Other operating expenses 199,823 206,876

Vakiflar Bankas1 T.A.O. 219,320,212 156,178,400
Cash and cash equivalents 219,320,212 156,178,400
Vakiflar Bankas1 T.A.O.

(credit receivables longer than 3 months) 35,761,873 28,306,183
Vakiflar Bankasi T.A.O. (Premium Receivables) 33,450,126 32,774,760
Vakif Sigorta Aracilik Hizmetleri Ltd. Sti. 2,445,520 3,139,878
Groupama Sigorta A.S. 162,663 (450,856)
Vakif Finans Faktoring A.S. 147,824 247,992
Vakif Emeklilik A.S. 142,890 165,955
Taksim Otelcilik A.S. 54,317 48,005
Vakif Yatirim Menkul Degerler A.S. 1,573 -
Vakif Gayrimenkul Yatirim Ortakligi A.S. (370) (370)
Receivables from operating activities 72,166,416 64,231,547
Payables to related parties 12,105 15,066
Payables to related parties 12,105 15,066
Advances given to personnel 58,822 156,009
Other current assets 58,822 156,009
Vakif Finansal Kiralama A.S. 1,658,420 2,096,959
Financial liabilities 1,658,420 2,096,959

No guarantees have been taken for the receivables from related parties.
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There are no doubtful receivables from shareholders, associates and subsidiaries and there is no debt
for them. There are no responsibilities to give guarantee, security, advance, and endorsement in favor

of shareholders, associates, subsidiaries.
46. SUBSEQUENT EVENTS

None.
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APPENDIX I - STATEMENTS OF PROFIT DISTRIBUTION

Current
Notes Period

Prior
Period

47. OTHER

Items and amounts classified under the “other” account in financial statements either exceeding
20 % of the total amount of the group to which they relate or 5% of the total assets in the

balance sheet

As of 31 December 2016 and 2015, details of other receivables are as follows:

31 December 2016 31 December 2015

Receivables from DASK insurance agencies 2,410,089 3,762,485
Other various receivables 1,298,656 476,865
Deposits and guarantees given 166,047 151,066
Other receivables (Note 4.2) 3,874,792 4,390,416

Other current assets

As of 31 December 2016 and 2015, details of other current assets are as follows:

31 December 2016 31 December 2015
THY baggage claim account 1,363,686 1,538,906
Other current assets 1,363,686 1,538,906

“Total amount of each due to/from personnel items classified under “Other Receivables” and
“Other Short and Long Term Payables” exceeding one percent of total assets in the balance

sheet
None (31 December 2015: None).

Subrogation receivables followed under the off-balance sheet accounts

None (31 December 2015: None).
Description and amount of rights in real on property

None (31 December 2015: None).

Descriptive disclosure in relation to amounts and resources of income, expenses, and losses for

the prior periods

None (31 December 2015: None).

For the years ended 31 December 2016 and 2015, details of rediscount and provision expenses

are as follows:

1 January -

1 January -

31 December 2016 31 December 2015

Provision expense for recovery

receivable under legal follow-up (Note 4.2) (29,752.,485) (40,284,239)
Doubtful receivables provision from reinsurance operations (19,411,267) -
Provision for premium receivable

under legal follow-up (Note 4.2) (5,615,273) 1,325,909
Doubtful receivables provision from agencies (Note 4.2) (2,887,280) (3,419,893)
Provision expenses for employment termination benefits (1,094,378) 570,462
Provision expenses for unused vacations (93,078) 653,128
Provision expenses for employee lawsuits and courts 316,598 (1,582,753)
Premium receivable provision no longer required 153,792 740,920
Recovery receivable provision by the management (Note 4.2) 47325 (129,370)
Change in incentive commissions provision expenses - 2,000,000
Other provision expenses (1,207,588) (765,980)
Provisions (59,543,634) (40,891,816)
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. DISTRIBUTION OF PROFIT FOR THE PERIOD
.1. PROFIT FOR THE PERIOD
2 TAXES PAYABLE AND LEGAL LIABILITIES
.2.1. Corporate Tax (Income Tax)
.2.2. Income Tax Deduction
.2.3. Other Taxes and Legal Liabilities
A NET PROFIT FOR THE PERIOD (1.1 -1.2)
1.3. PREVIOUS YEARS' LOSSES (-)
14 FIRST LEGAL RESERVE
1.5. LEGAL FUNDS TO BE KEPT

IN THE COMPANY (-)
B NET DISTRIBUTABLE
PROFIT FOR THE PERIOD[(A-(13+14+1.5)]
1.6. FIRST DIVIDEND TO SHAREHOLDERS (-)
1.6.1 To common shareholders
1.6.2 To preferred shareholders
1.6.3 To owners of participating redeemed shares
1.6.4 To owners of profit-sharing securities
1.6.5 To owners of profit and loss sharing securities
1.7. DIVIDENDS TO PERSONNEL (-)
1.8. DIVIDENDS TO FOUNDERS (-)
1.9. DIVIDENDS TO THE BOARD OF DIRECTORS (-)
1.10. SECOND DIVIDENDS TO SHAREHOLDERS (-)
.10.1. To common shareholders
.10.2. To preferred shareholders
.10.3. To owners of participating redeemed shares
.104. To owners of profit-sharing securities
.10.5. To owners of profit and loss sharing securities
.11.SECOND LEGAL RESERVE (-)
1
1
1
.1

I
1
1
1
1
1

2.STATUTORY RESERVES (-)
3.EXTRAORDINARY RESERVES

1.14 EXTRAORDINARY RESERVES

1.15 SPECIAL FUNDS

I. DISTRIBUTION FROM RESERVES
2.1. DISTRIBUTED RESERVES

2.2. SECOND LEGAL RESERVE (-)

2.3. DIVIDENDS TO SHAREHOLDERS (-)
2.3.1.To common shareholders

2.3.2 To preferred shareholders

2.3.3.To owners of participating redeemed shares
2.3.4 To owners of profit-sharing securities

2.3.5 To owners of profit and loss sharing securities
2.4. DIVIDENDS TO PERSONNEL (-)

2.5. DIVIDENDS TO THE BOARD OF DIRECTORS (-)
III. PROFIT PER SHARE

3.1. TO COMMON SHAREHOLDERS

3.2. TO COMMON SHAREHOLDERS (%)
3.3. TO PREFERRED SHAREHOLDERS

3.4. TO PREFERRED SHAREHOLDERS (%)
IV. DIVIDENDS PER SHARE

4.1. TO COMMON SHAREHOLDERS

4.2. TO COMMON SHAREHOLDERS (%)
43 TO PREFERRED SHAREHOLDERS

4.4. TO PREFERRED SHAREHOLDERS (%)

1
1
1
1
1
1
1
1
I

Since there is no profit distribution for the financial period 31 December 2016 and 2015, the

statements of profit distribution have not been prepared.
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Contact Information

HEADQUARTERS

Gunes Plaza, BuyUkdere Cad. No: 110
34394 Esentepe Sisli/ISTANBUL

Tel: (0850) 222 1957
www.gunessigorta.com.tr
bilgi@gunessigorta.com.tr

Fax Numbers

General Transactions: (0212) 355 6464
Policy Proposal Transactions:  (0212) 355 6870
Claims Transactions: (0212) 355 6871
Collection Transactions: (0212) 355 6872
Health Insurance Transactions: (0212) 355 6873

Customer Complaints and Information
E-mail: musteri.iliskileri@gunessigorta.com.tr
Tel: (0850) 222 1957 Fax: (0212) 355 6876

Investor Relations
E-mail: yatirimci.iliskileri@gunessigorta.com.tr

KADIKOY REGIONAL OFFICE
Sahrayicedid Mah, Halk Sokak,
Siddiklar is Merkezi, No: 52 Kat: 2
34734 Kadikdy/ISTANBUL

Tel: (0216) 571 5353

CENTRAL ANATOLIA REGIONAL OFFICE
Atatirk Bulvari No: 97 Gama ishani Kat: 2
06650 Kizilay/ANKARA

Tel: (0312) 410 4646

AEGEAN REGIONAL OFFICE
Sehit Fethibey Caddesi No: 55
Heris Tower is Merkezi Kat: 10
35210 Pasaport/iZMiR

Tel: (0232) 497 4141

MEDITERRANEAN REGIONAL OFFICE
Metin Kasapoglu Cad. Ayhan Kadam
is Merkezi Kat: 1 A Blok No: 3-4-5
07100 ANTALYA

Tel: (0242) 311 9500

SOUTH ANATOLIA REGIONAL OFFICE
Yeni D6seme Mah. Karaisal Cad.
Baysan is Merkezi A Blok Kat: 2
01120 Seyhan/ADANA

Tel: (0322) 459 7800

BLACK SEA REGIONAL OFFICE

K. Maras Cad. Bordo ishani No: 4 Kat: 3
61200 TRABZON

Tel: (0462) 323 1300

MARMARA REGIONAL OFFICE
Konak Mah. Lefkose Cad. No: 42
Origami Flat Office Kat: 5
Nilufer/BURSA

Tel: (0224) 275 4200
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T.R.N.C. REGIONAL OFFICE

Server Somuncuoglu Sok. No: 14 KosklUgiftlik
Lefkosa/KIBRIS

Tel: (0392) 228 6690 - 227 9513 - 228 6482

iSTANBUL WEST REGIONAL OFFICE
Halaskargazi Mah. Yapikredi ishani No:71/3
Sisli-istanbul

Tel: (0212) 867 1700

iSTANBUL-1 FINANCIAL REGION OFFICE
Halaskargazi Mah. Yapikredi ishani No: 71/3
Sisli/istanbul

Tel: (0212) 867 1700

iSTANBUL-2 FINANCIAL REGION OFFICE
Sahrayicedid Mah. Halk Sokak, Siddiklar is Merkezi
No: 52 Kat: 2

34734 Kadikdy/ISTANBUL

Tel: (0216) 571 5353

iSTANBUL-3 FINANCIAL REGION OFFICE
Sahrayicedid Mah. Halk Sokak, Siddiklar is Merkezi
No: 52 Kat: 2

34734 Kadikdy/ISTANBUL

Tel: (0216) 571 5311

AEGEAN FINANCIAL REGION OFFICE
Sehit Fethibey Caddesi No: 55

Heris Tower is Merkezi Kat: 10
35210 Pasaport/iZMiR

Tel: (0232) 497 4131

CENTRAL ANATOLIA FINANCIAL REGION OFFICE
Atatiirk Bulvari No: 97 Gama is Hani Kat: 2
06650 Kizilay/ANKARA

Tel: (0312) 410 4650

SOUTH AND EASTERN ANATOLIA FINANCIAL
REGION OFFICE

Yeni Doseme Mah. Karaisali Cad.

Baysan is Merkezi A Blok Kat: 2

01120 Seyhan/ADANA

Tel: (0342) 459 7800

KAYSERi REPRESENTATIVE

Gevher Nesibe Mah. Gok Sk. Avrupa Hastanesi Yani
No: 17 Kat: 1/1

38010 Kocasinan/KAYSERI

Tel: (0352) 222 5645

SAMSUN REPRESENTATIVE

Kazimpasa Cad. No: 2 Adnan Kefeli is Hani Kat: 4
55030 SAMSUN

Tel: (0362) 432 4663 - 432 8033

ERZURUM REPRESENTATIVE

Yukari Mumcu Cad. Akcay Apt. No: 4 Kat: 5
25200 ERZURUM

Tel: (0442) 235 1957
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