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{Convenience translation of independent audifors’ review report originally issued in Turkish)

Alsigorta Anonim Sirketi
Independent auditors’ review report as of September 30, 2013

To the Board of Directors of Aksigorta Anonim Sirketi,

introduction

1. We have reviewed the accompanying interim halance sheet of Aksigorta Anonim Sirketi (“the
Company") as of September 30, 2013 and the related statement of income for the nine-month
period, statement of changes in equity, cash flow statement for the period then ended and a
summary of significant accounting policies and other explanatory notes. The Company
management is responsible for the preparation and fair presentation of these interim financial
statements in accordance with the prevailing accounting principles and standards set out as per
the insurance legislation. Our responsibiity is to express a conclusion on the interim financial
statements based on our review.

Scope of the review

2. We have conducted our review in accordance with regulation regarding limited review policies in
force due to the insurance legislation. A review of interim financial information consists of
mabking inquiries, primarily of persons responsible for financial and accounting matters, and
applying analytical and other review procedures. A review is substantially less in scope than an
audit conducted in accordance with related insurance legistiation. Consequently, it does not
enable us to abtain assurance that we would become aware of all significant matters that might
be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

3. Based on our review, nothing has come to our attention that causes us to believe that interim
financial statements do not give a true and fair view of the financial position of Aksigorta Anonim
Sirketi as of September 30, 2013 and its financial performance and its cash flows regarding to
the nine-month period during the same period ended in accordance with the prevailing
accounting principles and standards (see financial statement Note 2) set out by the insurance
legislation.

Emphasis of matter

4, The Company was subject to {ax investigation in the year 2012 regarding corporate tax
calculation for the year 2010 and additional tax amounting to TL 60,9 million and related penalty
amounting to TL 91,4 million were charged to the Company on February 4, 2013. The tax
investigation was refated to the spin off transaction which was subject to tax investigation in
2010. The tax charged to the Company as a resulf of the first investigation in 2010 amounting to
TL 101,5 million and the tax penally amounting to TL 152,3 million were reconciled with the
Ministry of Finance, where the tax penalty amounting fo TL 152,3 million was waived, the total
tax burden of TL 101,5 million was decreased o TL 8,5 million and paid in the year 2011. The
Company appealed for a reconciliation settlement process on March 4, 2013, No reconciliation
was provided in the meeting held between the Company and the Ministry of Finance Cenfral
Reconciliation Commission on October 10, 2013 and the Company filed a lawsuit by the Tax
Court as of Ociober 24, 2013. As of the date of this report, there is uncertainty on the process
regarding this issue and the resulis of this process.
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Other matter

5.

The financial statements of the Company which were prepared in accordance with the
accounting principles and standards set out as per the insurance legislation as of December 31,
2012 were subject to full-scope audit by another independent audit firm. In their independent
auditor's report dated February 18, 2013, independent audit firm expressed unqualified opinion
on the financial statements prepared at December 31, 2012.

Additional paragraph for convenience translation to £nglish:

6.

As of September 30, 2013, the accounting principles described in Note 2 to the accompanying
financial staterents differ from International Financial Reporting Standards (IFRS) issued by the
International Accounting Standards Board. The effects of differences between accounting
principles and standards described in Note 2 and IFRS have nof been quantified in the
accompanying financial statements. Accordingly, the accompanying financial statements are not

intended to present the financial position and results of operations of the Company in
accordance with IFRS.

Glney Bagimsiz Denetim ve Serbest Muhasebeci Mali Mugavirlik Anonim Sirketi
A member firm of Ernst & Young Global Limited
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Seda Hacloglu, SMMM

Engagement Partner

October 30, 2013
Istanbul, Turkey



CONVENIENCE TRANSLATION OF THE COMPANY’S REPRESENTATION ON THE
FINANCIAL STATEMENT PREPARED AS AT 30 SEPTEMBER 2013

We confirm that the accompanying financial statements and notes to these financial statements as of
30 September 2013 are prepared in accordance with the accounting principles and standards as set out
in the insurance legislation and in conformity with the provisions of the Decree on “Financial
Reporting of Insurance and Reinsurance Companies and Pension Funds” and our Company’s

accounting records.

fstanbul, 30 October 2013
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““*Chief Financial Officer

Licence MNo: 72
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ive Officer

Inur KURT
Accounting Manager



AKSIGORTA A.S.

CONVENIENCE TRANSLATION OF THE BALANCE SHEET
AT SEPTEMBER 30, 2013

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

AKSIGORTA ANONIM SIRKETI

BETAILED BALANCE SHEET

ASSETS
I- CURRENT ASSETS Note Reviewed Audited
Current Period Previous Period
(30/09/2013) (31/82/2012)

A- Cash and Cash Equivalents 904.312.219 739.798.890
1- Cash - -
2- Cheques Received - -
3- Banks 14 664,479,204 586,548,648
4- Chegues Given and Payment Orders (-} - -
3- Receivables From Credit Cards with Bank Guarantee Due Less Thar Three Months 14 239.833.015 152.850.242
6- Other Cash and Cash Equivalents - -
B- Financial Assets and Investments with Risks on Policy Helders 11.1 156.441.761 40.127.863
1- Financial Assets Available for Sale 11.1 150.031.927 33.884.888
2~ Financial Assets Held to Maturity - -
3- Financial Assets Held for Trading 11.1 - |
4- Loans - -
5- Provision for Loans {-) - -
6- Investiments with Risks on Pelicy Holders 111 6.409.834 6.242.975
7- Bquity Shares - -
8- Impairment in Value of Financial Assets () - -
C- Receivables From Main Operations 260.137.060 294,690,957
[- Receivables From Insurance Operations 12.1 261.713.806 292.775.394]
2- Provision for Receivables From Insurance Operations (-) 12.1 (1.866.354) (1.866.354)
3- Receivables From Reiansurance Operations - -
4- Provision for Receivables From Reinsurance Operations (-} 12.1 (4.187.678) (1.292.803)
5- Cash Deposited For Insurance & Reinsurance Companies 12.3 30.954 30.954
&~ Loans to Policvholders B -
7- Provision for Loans o Policyholders (-) - -
8- Receivables from Pension Operation - -
9- Doubtful Receivables From Main Operations 12.1 54.118.679 501.069.028
10- Provisions for Doubtful Receivables From Main Operations (-) 12.1 (49.672.347) {45,025.162)
D- Due from Related Parties 68.499 63.248
1- Due from Sharcholders - -
2- Due from Affiliates - -
3- Due from Subsidiaries - -
4- Due from Joint Ventures - -
5- Pue from Personnel - -
6« Pue from Other Related Parties 45 (8.499 63.248
7~ Rediscount on Receivables Due from Related Parties {-) - -
8- Doubtful Receivables Due from Related Parties - -
9- Provisions for Doubtful Receivabies Due from Related Parties (-) - -
E- Other Receivables 13.584.236 8.304.563
1- Leasing Receivables - -
2- Unearned Leasing Interest Income (-} - .
3- Deposits and Guarantees Given 106,174 136.892
4- Other Receivables 47 13,478.062 8.167.676
5- Discount on Other Receivables (-} - -
G- Other Doubtful Receivables - -
7- Provisions for Other Doubtful Receivables (-} - -
E- Prepaid Expenses and Income Aceruals 121,822.530 99,106,525
i~ Deferred Comnission Expenses 118,346,434 98.457.174
2+ Acerued Interest and Rent Income - -
3- Income Accruals - .
4- Other Prepaid Expenses 47 3.476.096 649.351
G- Other Current Asscts 2,245,506, 6,103,124
1- Inventories 22 22
2- Prepaid Taxes and Funds 2.092.007 6.103.102
3- Deferred Tax Assets - -
4- Business Advances 153,477 -

5- Advances Given to Personnel

6- Stock Count Differences

7- Dther Current Assets

8- Provision for Other Current Assets {-)

I- Total Current Assets

1.458.611.811

1.188.195.175

The accompanying notes form an integral part of these financial statements,




AKSIGORTA A.S.

CONVENIENCE TRANSLATION OF THE BALANCE SHEET

AT SEPTEMBER 30, 2013

(Amounts expressed in Turkish Lira (*“TL”} unless otherwise indicated.)

AKSIGORTA ANONIM §IRKETI

DETAILED BALANCE SHEET

ASSETS

II- NON CURRENT ASSETS

Reviewed

Aundited

MNote

Current Period
(30/09/2013)

Previous Period
(31/12/2012)

A- Receivables From Main O

1- Receivables From Insusance Operations

2- Pravision for Receivables From Insurance Operations (-)

3- Reccivables From Reinsurance Operations

4- Pravision for Receivables From Reinsurance Operations (-}

3- Cash Deposited for Insurance & Reinsurance Companies

G- Loans 10 Policyliolders

7- Provision for Loans to Policyholders (~)

8- Receivables From Pension Operations

8- Doubtful Receivables from Main Opemations

10-Pravision for Doubtful Receivables from Main Operations

B-Due from Related Parties

1- Due from Sharcholders

2= Due rom Affiliates

3- Duc om Subsidiaries

4 Due from Joint Venlures

S- Due from Personnet

6- Due from Other Related Parties

7- Discount on Receivables Due from Refnted Parties ()

§- Doubtful Receivables Due from Related Partics

0. Provisions for Doubtful Receivables Due from Related Parties (-)

C- Other Receivables

L- Leasing Receivables

2- Uncamed Leasing Interest Income (-)

3- Deposits and Guasantegs Given

4- Other Receivables

3- Discount on Olher Receivables (<)

6- Gther Doubiful Receivables

7- Provisions for Other Doubtful Receivables (-)

D- Fnancinl Asscts

19.961.251

30.116.653

- Investiments In Associates

2= Affiliates

2, 11.4

30.116.653

30.116.653

3- Capital Commitments to Affliates (<)

4- Subsidiarics

5- Capital Commitments to Subsidiavics (-)

G- Joint Ventures

7- Capitai Commilments 1o Joint Ventures ()

8- Financial Assets and Invesunents with Risks on Policy Holders

@- Other Financial Assets

10+ Diminution in Value of Financial Assects (=)

4.2.2,11.4

(10.155.402)

B Tangible Fixed Assets

11.701.486

32.275.150

1- Investment Properties

844.152

854.189

2- Diminution in Value for Investiment Propertizs (-)

3- Owner Qccupied Properties

§.270.093

38.837.294

4 Machinery and Equipments

3- Fumilures and Fixtures

21.457.846

21.193.789

6- Velicles

32.05C

7- Other Tangibic Assets (Including Leaschold Improvemenis)

1.122.357

2.447.156

8- Lensed Tangible Fixed Assetls

351.395

351.395

9 Accumulated Deprecsation (<)

(20.344.357y

(31.440.723}

10- Advances Paid for Tangible Fixed Assets (Including Construction In Progresses)

e Mnddi Olmuyan Varhklar

17.055,070

12,013,551

1- Rights

17.776.748

17.310.744

2- Goodwill

3- Establishment Costs

4- Research and Development Expenses

5+ Other Intangible Assets

6- Accumulated Amortizations (-)

(11.712.673)

(10.006.232)

7- Advances Reparding Intangible Assels

16.990.995

4.709.039

G- Prepoid Expenses and Income Aceruals

1- Deferred Commission Expenses

2-Accrued Interest and Rent Income

3- Giher Prepaid Expenscs

- Other Non-current Assets

4,551,823

1- Effective Foreign Currency Accounts

2- Foreign Currency Accounts

3- Inventories

4- Prepaid Taxes and Funds

3- Deferred Tax Assets

35

8.462.278

4.351.823

G- Other Non-current Assets

7- Other Non-current Assets Amortization (-}

8- Provision for Other Non-cuirent Assets (-}

1I- Total Non-current Assets

57.180.085

T8.957.177

TOTAL ASSEYLS (11N

1.515.791.896

1.267.152.352

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




AKSIGORTA A.S.

CONVENIENCE TRANSLATION OF THE BALANCE SHEET
AT SEPTEMBER 30, 2013

{Amounts expressed in Turkish Lira (“TL") unless otherwise indicated.)

AKSIGORTA ANONIM SIRKETQ

DETAILED BALANCE SHEET

LIABILITIES

Reviewed

Audited

i1- SHORT TERM LIABILITIES Nate Current Period
(30/09/2013)

Previous Periad
{(31/12/2012)

A- Borrowings -

1- Loans to Financial Institutions -

2- Finance Lease Payables -

3- Deferred Finance Lease Borrowing Coxls {-) -

4- Current Portion of Long Term Borrowings -

5- Principal, Installments and Tnierests on Issued Bills (Bonds) -

6- Other Financial Assets Issued -

7- Value Differences on Issued Financial Assets (-) -

8- Other Financial Borrowings (Liabilities } -

B- Payables From Main Operations 19.1 87.685.295

74.900.628

1- Payables Due to Insurance Operations 19.1 $7.685.295

74.900.628

2. Payables Due to Reinsurance Operations .

3- Cash Deposited by Insurance & Reinsurance Companies -

4- Payables Due to Pension Operations -

5- Payables from Other Operations -

6 Rediscount on Other Payables From Main Operations (-} -

C- Buc to Related Parties 273.802

454.331

1- Duc 1o Sharcholders [2.2 -

176.580

2- Due 1o A ffiliates -

3- Due 1o Subsidiaries -

4- Due 10 Joint Ventures

5- Due to Personned 273.802

277.75%

6+ Due {o Other Related Parties -

D- Other Payables 19.1 43.563.240

33.450.426

1- Deposits and Guaraniees Received

2-Due te S8l regarding Treatment Expenses 19.1 i8.017.087

12.064.079

3- Other Payables 19.1 25.546.159

21,389,347

4- Discount on Other Payables () -

E- Insurance Technical Reserves 764.209.165

646.634.777

1- Unearned Premisins Reserve - Net 20 539.767.219

448.114.008

2- Unexpired Risk Reserves - Net 20 4.828.475

10.020,873

3- Mathematical Reserves - Nel -

4- Outstanding Claims Reserve - Nel 4.1,20 219.613.471

188.499.896

5- Provision for Bonus and Discounts - Net -

6- Other Technical Reserves - Net -

F- Taxes and Other Liabilities and Relevant Provisions 16.522.038

17.537.018

1- Taxes and Dues Payable 0.316.482

10.808.679

2. Social Security Premiums Payabie 23.1 1,237,078

99.887

3- Overdue, Deferred or By Installment Taxes and Other Liabilities -

4- Other Taxes and Liabilities 2.296

10.703

5- Corporate Tax Liability Provision on Period Frofit 35 18.277.992

14.453.854

6- Prepaid Taxes and Qther Liabilities on Period Prefit (<) 35 (12,311,810}

(7.836.105)

7- Provigions for Other Taxes and Liabilities -

G- Provisions for Other Risks 24.048.581

11.893.738

i- Provision for Employmeni Termination Benefits -

2- Pension Fund Deficit Provision -

3- Provisions for Costs 19.1,23.4 24.048.581

11.893.738

H- Deferved Income and Expense Accruals 19.1 27.399.570

22.361.119

i- Deferred Commission Income 19.1 27.399.570

22.361.119

2~ Expense Accruals -

3- Gther Deferred Income -

I- Other Short Term Liabilities -

1- Deferred Tax Liability -

2- Inventory Cowint Differences -

3- Other Shorl Tenn Liabilities -

il « Total Short Term Liabilitics 963.701.697

807.232.037

The accompanying notes form an integral past of these {inancial statements.




AKSIGORTA A.S.

CONVENIENCE TRANSLATION OF THE BALANCE SHEET

AT SEPTEMBER 30, 2013

{Amounts expressed in Turkish Lira (“TL") unless otherwise indicated.)

AKSIGORTA ANONIMSIRKETE

DETAILED BALANCE SHEET

LIABILITIES

IV- LONG TERM LIABILITIES

Note

Reviewed

Audited

Current Period
(30/09/2013)

Previous Period
(31/12/2012)

A- Borrowings

1- Loans to Financial Institutions

2- Finance Lease Payables

3- Deferred Finance Lease Borrowing Costs (<)

4- Bondls Issued

5-Other Issued Financial Asgeis

6- Value Differences on Issued Financial Assets (-}

7- Other Financial Borrowings {Liabilities)

B- Payables From Main QOperations

1- Payalles Due to Insurnce Operations

2- Payables Due to Reinsurance Opcrations

3- Cash Deposited by Insurance & Reinsurance Companies

4- Payables Due to Pension Operations

5- Payables from Other Operations

6- Discount on Other Payables From Main Operations {-}

C- Due to Related Partics

1- Due to Sharcholders

2- Due to Afliliates

3- Due to Subsidiaries

4- Due to Joint Veatures

5- Due to Personnel

6- Due to Other Related Parties

D- Other Payables

159.1

1.867.930

9.235.187

i- Depaosits and Guarantees Received

2- Due to SS1regarding Treatment Expensces

1.867.930

9.235.187

3- Other Payables

4- Discount on Other Payables ()

T Insurance Techoical Reseryves

30.752.596

24.797.373

i- Uneamed Premiums Reserve - Net

2- Uneapired Risk Reserves - Net

3- Mathcmatical Reserves - Net

17.2,240

2.282.208

2.597.676

4- Quistanding Claims Reserve - Net

5- Provigion for Bonus and Discounts - Net

6- Other Technical Reserves - Net

20

28.470.388

22.199.697

- Other Liabilities and Provisions

- Other Liabilities

2- Overdue, Deferred or By Ingtallinent Qther Liabilitics

3- Other Liabilitics and Expense Acciuals

G- Provisions for Other Risks

2.514.625

2.290.103

[- Provision for Bmployment Termination Benefits

22

2.514.625

2.290.103

2- Provisions for Fimployee Pension Fund Deficits

H- Defereed Income and Expense Acernals

I- Deferred Commission Income

2- Expense Accruals

3- Other Defermed Income

I Other Long Term Liabilities

I- Deferred Tax Liabilily

2- Other Long Tem Liabilities

1V- Total Long Term Liabilitics

35.135.151

36.322.663

The accompanying notes form an integral pait of these financial statements.




AKSIGORTA A.S.

CONVENIENCE TRANSLATION OF THE BALANCE SHEET

AT SEPTEMBER 30, 2013

(Amounts expressed in Turkish Lira (“TL"} unless otherwise indicated.)

AKSIGORTA ANONiM SIRKETT

DETAILED BALANCE SHEET

SHAREHOLDERS' FQUITY

Reviewed Audited
V- SHAREHOLDERS' EQUITY Note Current Period Previous Period
(30/09/2013) (31/12/2012)

A- Paid in Capital 306.000.000 306.000.000
1- (Nominal) Capital 15 306.000.000 306.000.000
2« Unpaid Capital (+) - -
3- Positive Inflation Adjustment on Capital - -
4-Negative Inflation Adjustment on Capitai (-} “ -
5- Unregistered Capital - -
B- Capital Reserves 4.460.787 4.460.787
1- Eruily Share Premiuims - -
2- Cancellation Profits of Equity Shares - -
3- Profit on Sale to be Transferred 1o Capital 4.460.787 4.460.7187
4- Translation Reserves - -
5~ Other Capilal Reserves “ -
C- Profit Reserves 63.325.774 62,950,566
1- Legal Reserves 68.138.419 62.767.184
2- Statutory Reserves 62 62
3- Extracrdinary Reserves - -
4- Special Funds (Rescrves) 22 (578.004) -
3- Revalsation of Financial Assels 11.6,16 (4.234.703) 183.320
G- Other Profit Reserves - -
D- Preyious Years' Profis 139.064 1.513.576
1- Previous Years' Profits 139.064 1.513.576
E- Previous Years' Losses () - -
1- Previous Years' Losses - -
F- Net Profit of the Perigd 143020423 48.672.723
{- Nei Profit of the Period 143,029.423 48.672,723
2-Net Loss of the Period () - -
3~ Net Income not subject to distribution - -
Total Shareholders' Equity 516,955.048 423.597.652
Total Linbilities and Sharchoelders' Tquity (lEF1V+V) 1.515.79E.5%96 1.267.152.352

The accompanying notes form an integrat part of these [inancial statements.




AKSIGORTA A.S.

CONVENIENCE TRANSLATION OF THE STATEMENTS OF INCOME FOR THE

PERIOD JANUARY 1, SEPTEMBER 30, 2013

{Amounts expressed in Turkish Lira (“TL") uniess otherwise indicated.)

ARSICORTA ANONIM SERKET]

DETAILER INCOMES TATEMENT

FTECHNICAL PART Nore Rerdened
Current Period Current Perlok Previous Period Presious Perfod
bEm1zu13- RIMTI20N3- DELF2012- ALt/ 2012-
A0S Aumuanl3 3tz JNNTELT

As N Bife Technival Tacome 9R943.184 R7EI0E.HI9 N3 754125 ZAZALNA2T
1- Ened Preoduns {Met of B Shary TO0.66.162) 259710830 674.570.155 23263386
1.3 - Wnsten Prensines (Nct of Ressure Sued 24 $33.548.384| 201,295 401 TR U564 222105715
LI -Cross \Wriilon Prensnns (+) 1.144.122.655 ITRR07AN 96.855. 807 200824704
L2 -Calal Mrorns to Remsizan () 17148 £293.468.655) (77.842.559) (250.250. 1521 {64.208.392)
113 -Calal Mrepming 10 851 () 17,14 O7.512.616) (D.663441) a7.eio0?n (4-416.337)
1.2- Chanpe k1 Uneamed Prensuses Reserye (8ot ol Remsuress Shisres and Besory es Carmnis] Fonwand) (+/- (FRO74.630) (32.461.128)] (50.715.602) IZZ-\'J,Z?&I
L2 1 Uneamed Preoxans Roseve (4 !I'.!JJUSJ(F]i (23702924 (85.635.747) 23448
1.22 - Remsurwice Share ol U camal Trensunes Reserve (43 17.16 46031.007] D286 4| 30362 188 £10.908 895))
123 - 551 ol E cred Premnine Rescrve () 17,15 11,397,320 1.528.200 4.557.957 £336.318)
13- Champes i Unespired Brsks Reserve (et of Reinsure Share 2nd Rexerves Cartied Topsand M+/-) 5151398 BI6658| {3.703.887) (LA15.10Y)
1.3 1 - Unespiced Biske Reserve () (.725.564) (2642138 (8.32).477) (4.810.652)
1.3 2 - Bemsuranee Siare of Hiegpred Risks Reswve () 1216 12917962 13558790 4617590 2995461

2. Bivestmend Incone Trmsferad s Noa-Techngal 'an 31470608 16.078.753 28.705.324| 0780910

3+ (xher Techmcat Incone (Nt of Bons rer Shire) - - - -

3 1 - Grass {Onher Fechnicol Income (+) - | -

3.2 - Remnsuranee Share of Cthier Techncal Incone () - - - -

3- Accmed Subrugation and Saleage Inconk {+) 5406414 512017 4726432 3657
f1- Ren-Life Technical Expense () (734.102.567)] (248.957.547) 674.430.542) (227.390,237)
1= Fatal Clane ONut of Reinsung Shard (480.932.477) £166.378.690 (467.914.224)) (E37.300.287)
13- Chans Pasd @delof Resswrer Sharc) (165 880 112) £152.785 901) (3613, 308) (153.442.157)
131-{a e Pinf {-) €507 R48. 398 {175 548.743) (528,301 L51) (ABA.GILIRS)

e Share of Claims Pasd 1+ 17.14 10468 286 23162842 66,910 843 30160625
e Ousstamding Cliing Reserve (Mot of Hemsurer Share and Resonves Camad Forwand} (443 29 (24.052.365) 13592, 78) £6.723.016)) (3.858,125)]
21237 846 (26,064 221) (107.656.910) 132464021

e Shane of Quis goling Clyins Reserva (¢} 17.14 (47.200.2E 1) 1247142} [ATIEXRXIE] (136.322 146)

2. Chanpes in Bonus and Dseount Heserse Net of Reinsurer Share and Reserves Camind Forwand) (42) - - - |

2 1 - Bonus o Discount Resein g (-) = - -

22 - Remsurance Share of Bonus aad Dicount Resenve (41 - - - |

el Reserves (INe of Reinsurer Sliwe il Reverves Carded Forwanl) (43 (6.270.69% (1.730.6701| £3.532832)} (L.079.610))
32 (209958 468) (71275727 [180.495,223) (61072 586)
5+ Changes i Mahenatiel Roexers e (Net ol Boinserer Shie and Resery s Ciunind Fureind ) (473 - - - -

5.1- Muthenuicnd Reserves [-) - - -

ol Mathennat Beseres (+) N i N -
(28 130512)] {9555 H5) (22.505.273)| (5337.759)

6.1.- Gross Daher Techuegl Expenses () (28.140.912) {9.559.145)] (22.505.273)) (8.337.354)]

6.2 - Remsurance Shaee of Gihier Technal Pprenses {+) - - - -

C= Num Life Fooknfoal Ret Profis (A-B) 64.640.617 17.044.162 2U317.583 E4.625. 81
- Life Technicnt theome Gifih.6492 214.72E 117276 252353
1~ Emad Prenvuns Net of Remsurer Share} 23,3261 10,105 12561 10.921
11 - Wntten Pressunss (et of Reinsurer Share) 24 24.727] 10.612] 34.724 1L626]
111 - Gioss Wotlen Prengung (+) EENT| 15303 46905 16484
11.2 - Ceded_Prenns 10 Romsurons (=) 17.14 (8_382) 4.7 (12180 {4.858)]
1.2~ Clamge in Uincanped Presdone Resorve (Mo of Remsurers Siiges and Beserves Camizd Forsand) (+4) {5401 507 (2.163)) s
1.21- Uhueamed Preosum Reservis [-) 142 (507) 1428 {705)]
1.2.2- Uncamed Prensum Reserves Heinsurer Share (1) 1116 {5.543) - (3.590) |
13- Changes m Unexpired Picks Reserve (Net of Reingurer Share gnd Jeseorees Camicd Forward ) +/-) - - -

131 Hnespred Risks Rosenes () a a
1.3.2- Uneapired Risks Besenes Reinsarer Share (+) - - -

2+ Life Brmch Iovesinent ncoase 4683510 141,383 385 198 213 M)

3« Unreabized Income Bom Invesioents - - - |

4-Oufier Technicol neome (el of Remsurcy Share) (=) 175010} £3.21) 109 527 21585

4 1- Crogs Ofhier Tochngat Incoaxe (+-) 175.06, £3.233 10,523 27.450]

4.2- Bemsurmee Share ol O e Techmscal Ingmw (+-) - - - i

S+ Acemed Subrpation and Salbvage Income {+) | - | -|

E- Lif Technival Espea: (663,361 (2u5.912) 664.744) (233.58)|
L= Folal Clatns (Wet of Res Share; (653017 (233640 (LIE3.374) {262.54)
1.3 Clanns Pawd (Net ol Remsurer Share) (64 504y (224.972) (1,041,032 (327.388)

1.1 1- Geosy Chintas Porud {2} (ALSHY (224.972) (1LI41.022) {327.348)

1.1 2 Ulons Pl Bomsurg - - - |

1.2- Chanpes i Outstanding Claims Proy soins (Nel of Remgarer Share and Reserves Camed Fopvand) (+/-) 29 (12413 (8.608) (142 852) o484

121 - Dwistanding Clans Resenve (=) {12000 8.6081) (14292ﬁ 05344
1.2.2 - Reinsurnes Share of Cotstandmng Cloms Reserve ¢4} 1114 (404 £om 77 (S0

n Bonwes aad Discount Beserve et of Reinsurer Share and Besery o Camsal Fooward ) (+/-) - - - -
i Discount Resenve (-1 - N 4
ca Shre i Bunus asd Dscount Reseanve (+) - - - -

] n Mathenutical Reserves (Wet ol Remsurer Share and Resen es Camed Forwand} (44} 316.860] 119606, 152974 L14.398)

3.1 Mabeomiind Reserves () 315408 189241 755732 113816

3.1 1= Actuarial Mathemarad Resenve () n13.027 1184 L1RR 728 40,507

332 Profit N Reserve {Resenves oy Dife Insurance Polickes Inchuding lovesisenl Rih} ) (293.559) 48,059 {432.996) 73.30)

3 2- Bemsurer Share of Mathensusal Res enves (+} 1.398] 03| 2242 582

3.2 1- Ransurance Share ol Actuanal blathemaneal Reserve (+) 1.398] ) 2242 382

3 2.2- Remsurance Share of Prolis Share Reserve (Resenves Tor Lale Insuranee Policies Inclading Invesinent Rsk) (3 - - = "

wges i (b Pechnieal Beserves (Mot of Remsurer Share s Becerves Cned Soeanl} (4} - - |

5. Operatm Pxnonees (4 33 (318,023} (BR.836) $234.335) B

0 v estxent g [ - - - .

T Unreolioed Logses [ninyestonmts (=) - - - |

B Inw estcent Tacome Transfimed 1o Nons Tochara? Mt (-} (8.237) (3.102) (4.309)) 3

Fo Lile Technlenl Pratit {D-E) JI8E R.749 62,532 EHA4S

G- Indiviskinl Belisement Technival Tncotre - - - B

1= Fund Moamagenkni Foe - - -

2- Muapoiient Fee Deductcen - - -

3= hitaal Contnbutson Fee -| . - |

4- d ¢ In Case OF Suspenskm - - -

G Increas e i Market Value o 'Capatal Consawtneny Advances - - -

F{rher fechnical Inconse - | -

{2k Individhaal Refivement Tecknival Expense - - - -}
- Fund Masagenant Lpeises -3 - - - b
- Dregrease in Market Value of Capial Commatient Advances (-} - v + B
- Opersting Eqwenas -1 . - -

4 Chher Techoical pronse £} - - - -

T InBrikaad Redi resaent Techpical Profit (G-1Y - | -

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



AKSIGORTA A.S.

CONVENIENCE TRANSLATION OF THE STATEMENTS OF INCOME FOR THE

PERIOD JANUARY 1, SEPTEMBER 30, 2013

{Amounts expressed in Twrkish Liva (“TL™) unless olherwise llldlCﬂth.)

AKSIGORTA ANONIMSIRKETL
DETAILID INOOYESTATIVENT
e . . Renjersed
TINONTICTRCAL AT N Current Period | Corromt eviod | Prcviow Poriad | Fronios Porid
0170172013~ 010723~ Q1012002 01/0772012-
3009013 3V09R013 304092012 30972012

C- Mo Life Tocknicd Profit{A-B) 64.640.617] 2794162 20317583 £4.628.190
I- L ke Techaied Profit (D13 3381 8.749) 62532 18445
1- Fuivicked Retivomest Tecwicd Profit{GID - " - -
J- Tok Tedmical Profi¢ {CHF+H) 5.043.998 27.952.911 29380115 £4.646.635]
¢ Enestnent kieome 61.509.268) 32891308 83.693.752 £7336.663]
1- fucoie FromFnancil Investnent 26 27935.135 14024921 15T34.6600 460.78]
2- Incont: fomSakes of Financi nvestoents 26 1.637.611 1.100.843 ':'.Gl&(mi 1.188.858]
3- Revakution of Fnancb! Investirents 26 4737112 (1.929.009) 21506987, PN
4- Forein Behanee Ching 36 RXOH0 16:609.1508 8.305400] 14563%
3 Inconr:fiomaAdlitates e g E -
G- Incore fomSubsidiarkes and Joint Vontwes - B N -
7- Incone Rageived fronsland and Buikding 26 2144 B2l 26008 L6
& Incone: flomBDerivatives - E E -
9- Qllser I - - k E
10 Evestirent Incone tans fared fomLife Teclmical Bt 8237 310 4300 131
L Enestment Pyenses () (58.124.779) (29.161.66%) (30.928.762 {{2564.913)
1- Ivestnent Manasenent Byenses {nchidog interest){) - - R -}
2 \hihation Allowance ol Investients () - - R -
3- Losses O Saks of Tnvestmats () E E R E
4 Investinent Incont Transfend to Lifz Technicnl Pan (<) (134048) (H67.753)] (Z8.705328) (9.730.910)
5- Losses BomDeorivatives () P - E -
6 Forelen Exliange Losses (-} 36 RL72G199) (2 1L40L847) RO80] (1.27.164)
7- Deprecidion Bpinses () (2927573) {LOBLOG: (4,143,025 (1.504.839)
& Qlier lvestment Byxrses &) - - o -
vk (tler Incone snd Byenses (H-) 47 §I278.928 {2.597.668); {7.187.132) (1.085.H7)
1- Drovisions Account {+-) 47 {25.714.323)] (2417.008) (7665.375) {1.770461)
2 Discount sceount (1) 47 E - §.0508108 4R0.7H]
3 Mandatory Batlipuake Insurnnce Account (-} 47 21540 (3.135) 08 665
4 Inflation Adustient Accownt (+-} 4 -} - -
5 Difirred TaxAsset Accounts(+/+) 35 28505540 16406500 L193.832] 482 135
6 Dofixred Tax Bpense Acoounts (-} i -1 N -
7 Ciber ncone and Revenves 47 11713755 630146 LT 132,783
8- Other Bypenseand Losses () 47 (2105 M9) G750 (4.013.9004 {L08.280)
% Prior Peniod Incont: 47 - - - B
10- Prog Period Losses (-} 5 - - -
N-Net Profitf (Loss) 1:43.029.423 23.118.090] 27122874 14312205
1- Profit ALoss) Belwe Tax, 161.307415 20054883 5198 18332938
2 Coperate TaxLiabiliy Provision (3 35 (18277000 (5960700 (7.835009 (4000733)|
3™t Profi fLoss) 143.000.473 23,118,000} 21284 14312206
4 Inflation Adnstisent Account - - - -

The accompanying notes lorm an integral part of these financial stalements.
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AKSIGORTA A.S.

CONVENIENCE TRANSLATION OF THE STATEMENTS OF CASH FLOW

FOR THE PERIOD JANUARY I - SEPTEMBER 30, 2013

(Amounts expressed in Turkish Lira (“TL") unless otherwise indicated.)

AKSIGORTA ANONIMSIRKET

CASHEFLOW STATEAENT

Reviewed
Current Period Previous Period
Note 30/09/2013 30/09/2012
A. CASH FLOWS FROMTHE OPERATING ACTIVITIES
1. Cash inflows fiomthe insurance operations 1.018.536.538 876.573.789
2. Cash infiows fromthe reinsusance opesations - -
3. Cash inflows homthe pension operations - -
4. Cash outflows due fo the insurance operations (-} (783.621.899) (767.229.309)
5. Cash cutflows due 1o the reinsutance operations () - -
6. Cash cutflows due to the pension operations (-) - -
7. Cash generated frem the eperating activifies {A1+AZ+A3-A4-A5-A6) 234.914.639 109.344.480
8. Interest paynents (<) - -
9. Incone ax payments (-) (11.882.327) {1.835.099)
10. Other cash inflows 29.683.783 23.801.310)
11, Other cash outllows (<) (68.969.241) (42.416,797)
12, Net cash generated from the operating activities 39 183.746.854 82.803.894
B. CASHELOWS FROMTHE INVESTING ACTIVI{IES
i. Sake of tangible assels 132.254.028, 1.143.849
2 Purchase of tangible assets {-} h 7
3. Acquisition of financial assets () (110.728.749) 2.399.998
4. Sale of financial assels (166.859) 7416056
5. Intercst received 35223905 44.266.488
6. Dividends received - -
7. Othercash inflows 14.653.333 18.162.052
8. Othercash outflows (-) (60.859.799), (51.578.180)
9. Net cash generated from the investing activities 39 14.375.949 21.818.263
. CASH FLOWS FROM THE FINANCING ACIIVITIES
L Issue of equity shares - -
2 Cash inflows fiomtie loans to policyholdcis - -
3. Payments of financial leases {-) - -
4. Dividend paid (-) {44.676,.000% (28.932.115)
5. Qthercash inflows - -
6. Cther cash outflows () - -
7. Cash generated from the fimancing activities 39 {44.676.000) {28.932.115}
D. ITFECIS OF EXCHANGERATEDIFFIRENCES ON CASIIAND CASH 11.243.551 223.681
IQUIVALENTS
E Netinerease/{decrease) in cash and cash equivadents (Al2+B9+C7+D) 164.694.354 75.995,723
F. Cash and eash equivatents at the beginning of the pericxld 14 738410283 6471.651.672
(. Cash and cash equivalents at the end of the period (B+HF) 14 903.100.637 723.647.395

The accompanying notes form an integral part of these financial statements.
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AKSIGORTA A.S.

CONVENIENCE TRANSLATION OF NOTES TO THE FINANCIAL STATEMENTS
AS OF SEPTEMBER 30, 2013

(Amounts expressed in Turkish Lira ("TL"™) unless otherwise indicated.)

1.

1.1

1.2

1.3

1.4

1.5

General Information
Name of the Parent Company and the ultimate owner

Aksigorta Anonim Sirketi (*“the Company”) is a subsidiary of Hact Omer Sabanci Holding A.S.
and Ageas Insurance International N.V. as of September 30, 2013. 38,02% (December 31,
2012: %38,02) of the Company is issued in Borsa Istanbul (“BIST™) (Note 2.14).

Agreement about the sale of %50 of 18.965.880.200 units of Aksigorta A.$. shares with TL
189.658.802 nominal value that belong to H.O. Sabanci Holding {“Holding™) portfolio was
signed with Ageas Insurance International N.V. at February 18, 2011. At the date of July 29,
2011, 9.482.940.100 units of Aksigorta A.S. shares that correspond to %50 of the Holding’s
portfolio have been transferred to Ageas Insurance International N.V. with the sale price
(exculuding the corrections) of USD 220.029.000. According to the joint administration
agreement that signed with Ageas Insurance International N.V. at February 18, 2011, Holding’s
previous administritive controls over Aksigorta A.S. are going to remain equally with Ageas
Insurance International N.V.

The Company’s address and legal structure and address of its registered country and
registered office (or, if the Company’s address is different from its registered office, the
original location where the Company’s actual operations are performed)

The Company is a corporation, which was established in accordance with the requirements of
Turkish Commercial Code and registered in Turkey as at April 25, 1960. The Company is
focated at Meclis-i Mebusan Cad. No: 67, 34427 Findikly, Istanbul.

Main operations of the Company

The Company’s main operations iclude insurance activities based on non-life insurance
branches, including primarily fire, marine, personal accident, engineering, agriculture and
health. The headquarters of the Company is in Istanbul. The Company has also 9 district offices
of which three of them are in Istanbul (Istanbul 1, Istanbul 2 and Istanbul 3), and one each in
Adana, Ankara, Bursa, Ege, Karadeniz and Akdeniz and two district agencies; in Denizli and
Trabzon.

Petails of the Company’s operations and nature of field of activities
Explained in Note 1.2 and Note 1.3.

Average number of the Company’s personnel based on their categories

January 1- January 1-

September 30, December 31,

2013 2012

Top executive 14 11
Manager and assistant manager 97 101
Specialist/responsible 573 582
Total 684 694

|13



AKSIGORTA A.S.

CONVENIENCE TRANSLATION OF NOTES TO THE FINANCIAL STATEMENTS
AS OF SEPTIEMBER 30, 2013

{Amounts expressed in Turkish Lira (“TL") unless otherwise indicated.)

1.
1.0

1.7

1.8

1.9

1.10

General Information (Continued)

Remuneration and fringe benefits provided to top management

Remuneration and fringe benefits provided to top management such as; chairman and members
of the board of directors, managing director and assistant managing directors amount to TL
4.783.632 in total for the current year (July 1- September 30, 2013: TL 1.679.071, January 1 —
September 30, 2012: TL 3.757.034, July 1- September 30, 2012: TL 1.202.271).

Distribution keys used in the distribution of investment income and operating expenses in
the financial statements (personnel expenses, administration expenses, research and
development expenses, marketing and selling expenses and other operating expenses)

The Company’s distribution of investment income and operating expenses is made based on the
standards and policies set out in relation to distribution keys used, in the financial statements
prepared in accordance with the Undersecretariat of the Treasury’s Circular on the Insurance
Uniformed Chart of Accounts issued on January 4, 2008.

Within the framework of the Undersecretariat for the Treasury of the Prime Minister’s Office of
Republic of Turkey (“Undersecretariat for the Treasury”) Circular relating to Procedures and
Principles for Keys used in Financial Statements prepared in the scope of Uniform Chart of
Accounts for Insurance No. 2008/1, dated Januvary 4, 2008, revenues generated by the Company
through investment of assets that provide non-life technical provisions were transferred from the
non-technical division to technical division. Other investment revenues were classified under
the non-technical division. While distributing to sub-branches the operating expenses
transferred to technical division, the last three-year weighted average of number of policies
generated in the current period, the premium amount written as gross and number of claims
were taken into account.

Stand-alone or consolidated financial statements

The accompanying financial statements comprise the stand-alone financial statements
{Aksigorta A.S.) as of September 30, 2013,

Name and other information of the reporting company and subsequent changes to the
prior balance sheet date

There has been no change in The Company’s name and other company informations presented
in Note 1.1, Note 1.2 and Note 1.3 as of the prior balance sheet date.

Subsequent Events

The Company’s financial statements are approved and authorized for issuance as of October 30,
2013 by the Board of Directors and signed by General Manager Ugur Giilen, Assistant General
Manager Erkan Sahinler, Accounting Manager Giilnur Kurt and Actuary Halil Kolbas:. Detailed
information about this issue is disclosed in Note 46,

12



AKSIGORTA A.S.

CONVENIENCE TRANSLATION OF NOTES TO THE FINANCIAL STATEMENTS
AS OF SEPTEMBER 30, 2013

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

2.
2z
2.1.1

Summary of the Accounting Policies

Basis of Preparation

Basis of Preparation of Financial Statements and Specific Accounting Policies Used
Accounting Standards

In accordance with Article 50(a) of Section VII of the Capital Markets Law, insurance
companies have to comply with their own specific laws and regulations in matters of
establishment, auditing, supervision/oversight, accounting and financial reporting. Therefore,
the Company’s financial statements are prepared in accordance with the prevailing accounting
principles and standards for Insurance and Reinsurance Companies and Pension Funds set out
by the by T.C. Prime Ministry Undersecretariat of the Treasury and applicable regulations
required by the Insurance Law No: 5684 published in the Official Gazette No: 26522 on June
14, 2007,

The financial statements are prepared in accordance with the Insurance Chart of Accounts
incleded in the communiqué issued by the Treasury regarding the Insurance Chart of Accounts
and Prospects, published in the Official Gazette (N0:25686) dated 30 December 2004
(Insurance Accounting System Communiqué No:1). Content and the format of the financial
statements prepared and explanations and notes thereof are determined in accordance with the
Communigué on Presentation of Financial Statements published in the Official Gazette
numbered 26851 dated 18 June 2008 and the Communique on the New Accounting Codes and
Presentation of Financial Statements published in the Official Gazette dated May 31, 2012 and
numbered 2012/7.

The Company accounts and recognizes its insurance technical provisions in its financial
statements in accordance with the “Regulation Regarding the Technical Reserves of Insurance,
Reinsurance and Pension Companies and the Assets to which These Reserves Are Invested,”
{(“Regulation on Technical Reserves”) dated July 28, 2010 and published in official gazette
numbered 27655 and published in Oficial Gazzette dated 17 July numbered 28356 effective and
the regulations issued for insurance and reinsurance companies by the Undersecretariat of
Treasury (“Treasury”).

As of January 1, 2008, the Company accounts for its operations in accordance with the
“Regulation on Financial Reporting of Insurance and Reinsurance Companies and Pension
Companies” issued on July 14, 2007 and effective from January 1, 2008 within the framework
of this regulation a, Turkish Accounting Standards (“TAS™) and Turkish Financial Reporting
Standards (“TFRS”) issued by Turkish Accounting Standards Board (“TASB™) and other
regulations, communigués and explanations issued by Treasury on accounting and financial
reporting. With reference to the notice of Treasury No. 9 dated February 18, 2008, “TAS 1-
Financial Statements and Presentation”, “TAS 27- Consolidated and Non-consolidated Financial
Statements”, “TFRS 1 - Transition to TFRS” and “TFRS 4- Insurance Contracts” were not
included in the scope of this application for the year 2008. In addition, as of March 31, 2009, the
companies are obliged to apply the Communiqué on the Preparation of the Consolidated
Financial Statement of Insurance and Reinsurance Companies and Pension Companies”
(“Consolidation Communiqué”) dated December 31, 2009 and published in the Official Gazette
numbered 27097. According to the temporary Article 2 of the above mentioned Communiqué,

associations except insurance, reinsurance and pension companies are out of scope until March
31, 2010.
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AKSIGORTA A.S.

CONVENIENCE TRANSLATION OF NOTES TO THE FINANCIAL STATEMENTS
AS OF SEPTEMBER 30, 2013

{Amounts expressed in Turkish Lira (“TL") unless otherwise indicated.)

2.
2.1.1

Summary of the Accounting Policies (Continued)

Basis of Preparation of Financial Statements and Specific Accounting Policies Used
{Continued)

In addition to other authority and duties, Public Oversight, Accounting and Auditing Standards
Authority (KGK) founded in accordance with the Legislative Decree published in the Official
Gazette dated November 2, 2011, is authorized fo set and issue Turkish Accounting Standards
in compliance with the international standards in order to ensure the relevance, transparency,
reliability, understandability, comparability and consistency of financial statements of the
parties who are liable to keep books in accordance with the laws they are subject to and make
secondary adjustments and take necessary decisions for the implementation of the Turkish
Accounting Standards and to approve the legislation to be prepared by the institutions and
bodies authorized to make regulations in respect of their own fields.

Pursuant to the Decree of the Assembly Repgarding the Determination of the Scope of
Implementation of Turkish Accounting Standards™ dated January 13, 2011 and numbered 6102;
institutions concerning public interest stated in the Public Service Commission numbered 660
shall be subject to independent audit within the framework of Article 397 of the Code 6102,
based on the decree of Board of Directors and entities mentioned in Paragraph 2 of Article 1534
of the same Code shall apply TAS in the preparation of their separate and consolidated financial
stalements.

Entities established in order to execute at least one of the fields of activity projected in the
Banking Law dated October 19, 2005 and numbered 5411, set an example to the financial
statements to be prepared by companies obliged to apply TAS; except for development and
investment banks and financial holding companies as well as financial institutions established to
engage in insurance, individual retirement and capital market within the frame of the Capital
Market Law dated December 6, 2012 and numbered 6362, Insurance Law dated June 3, 2007
and numbered 5684, Individual Saving and Investment System Law dated March 28, 2011 and
numbered 4632 and regulations pertaining to these laws.

In addition, the companies are obliged to comply with the Communiqué on the “Preparation of
the Consolidated Financial Statement of Insurance and Reinsurance Companies and Pension
Companies" (“Consolidation Communiqué”™) dated December 31, 2008 and published in official
gazette numbered 27097 effective from March 31, 2009 and there is no subsidiary of the
Company that is in the scope of the Consolidation Communiqué .
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AKSIGORTA A.S.

CONVENIENCE TRANSLATION OF NOTES TO THE FINANCIAL STATEMENTS
AS OF SEPTEMBER 30,2013

(Amounts expressed in Turkish Lira (“TL"} unless otherwise indicated.)

2.

211

Summary of the Accounting Policies (Continued)

Basis of Preparation of Financial Statements and Specific Accounting Policies Used
(Continued)

a. Preparation of Financial Statements in Hyperinflationary Periods

In accordance with the Undersecretariat of the Treasury’s statement no: 19387 issued on April
4, 2005, the Company’s financial statements as of December 31, 2004 are adjusted and its 2005
openings are prepared based on the requirements set out in “the preparation of financial
statements in hyperinflationary periods” specified in the Capital Market Board’s (CMB) Decree
Volume: XI, No: 25 *Accounting Standards in Capital Markets” which was published in the
Official Gazette No: 25290 on November 15, 2003. In addition, the preparation of financial
statements in hyperinflationary periods has not been applied in accordance with the statement of
the Undersecretariat of the Treasury. Therefore, as of September 30, 2013, non-monetary
balance sheet assets and liabilities and equity items, including capital share, are calculated by
indexing of inputs as of December 31, 2004 (for inputs prior to December 31, 2004) and
carrying inputs subsequent to December 31, 2004 at nominal value.

b. Comparative Information and Restatement of Prior Period Financial Statements

The Company’s balance sheet as of September 30, 2013 is presented in comparison with its
balance sheet as of December 31, 2012; income statement, statement of changes in equity and
cash flow statement for the interim period between January 1 - September 30, 2013 are
presented in comparison with its income statement, statement of changes in equity and cash
flow statement for the interim period between January 1 — September 30, 2012.

In order to corelate comparative information of current periods financial statements, the
Company reclassifies credit card receivables.

C. Technical Reserves

Unearned Premium Reserve

Unearned premium reserve is calculated on a daily basis for all policies in force as of balance
sheet date for unearned portions of preminvms written except for marine premiums. During the
caleulation of unearned portion of premiums written on a daily basis, it is supposed that the
policies start at 12.00 noon and finish at 12.00 noon again. Within the framework of the
“Regulation Regarding the Technical Reserves of Insurance, Reinsurance and Pension
Companies and the Asscts to which These Reserves Are Invested,” (“Regulation on Technical
Reserves”) issued in Official Gazette No: 26606 dated August 7, 2007, unearmned premium
reserve and the reinsurers’ share of the unearned premium reserve of the policies, are calculated
as the unearned portion of the premiums and ceded premivms to reinsurers without deducting
commissions or any other deductions, on an accrual and gross basis. For marine policies with an
uncertain end date, unearned premium reserve is calculated as 50% of the premiums written in
the last three months (Note 20).

Deferred commission expense and income

Within the framework of the Circular numbered 2007/25 and dated December 28, 2007
published by Treasury, the unearned portion of commissions paid to agencies for the written
premiums and commissions received from reinsurers for the ceded premium, are recorded as in
deferred expenses and deferred income, respectively on the balance sheet, and as operating
expenses on a net basis in the income statement.
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2.

2.1.1

Summary of the Accounting Policies (Continued)

Basis of Preparation of Financial Statements and Specific Accounting Policies Used
{Continued)

Unexpired Risks Reserve

Within the framework of Regulation on Technical Reserves, 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 current year incurred losses to current year
earned premiums. If the Joss ratio for a branch is higher than 95%, net unexpired risk 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 risk 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 and net amounts is considered as the reinsurance share,

In accordance with the “Regulation to Revise the Regulation Regarding the Technical Reserves
of Insurance, Reinsurance and Pension Companies and the Assets to which These Reserves Are
Invested” numbered 2012/13 and dated July 18, 2012, the opening outstanding claims provision
amount as of December 31, 2012 used in the derivation of expected loss ratio determined for the
calculation of unexpired risk reserve as of September 30, 2013 has been recalculated in
accordance with the new methodology to conform to the current period.

The Company has calculated and accounted for net unexpired risk reserve amounting to
TL 4.828.475 at September 30, 2013 (December 31, 2012: TL 10.020.873) (Note 20).

Claims provision

The Company accounts for outstanding claims 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 salvage, subrogation and similar gains are not deducted.

The Company accounts for additional provision for claims incurred but not reported which is
calculated as the difference between the outstanding claims provision and the amount calculated
by using the actuarial chain ladder methods in accordance with the framework of the Circular on
“Actuarial Chain Ladder Method” numbered 2010/12 and dated September 20, 2010 effective
from September 30, 2010 and other related regulations.

In accordance with the Communiqué which is effective from September 30, 2010, the insurance
companies has to make the calculations on each branch based on actuarial chain ladder method
(“ACLM™) with using 5 methods which are mentioned in the Communiqué which are all based
on incurred loss (total of outstanding and paid claims).
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2.1.1

Summary of the Accounting Policies (Continued)

Basis of Preparation of Financial Statements and Specific Accounting Policies Used
{Continued)

The right of choosing one of the methods is given to the insurance companies which will
determine the method for each branch as at December 31, 2010 by evaluating the best adequate
method for the portfolio company and will not change the method for 3 years. The peak claims
which are mentioned as big claims are eliminated in a individual file by using prescribed
statistical methods in the Communiqué in order to make the ACLM calculations with a more
homogeneous data set. Additionally, the ACLM calculations are performed on gross basis and
the net amounts are determined according to in force reinsurance treaties of the Company.

In accordance with the circular dated December 26, 2011 and numbered 2011/23 “Explanations
Related Calculation of Incurred But Not Reported Claims Provision (IBNRY” (the “Circular
numbered 2011/23”), unlike the previous year, accrued claim recovery, salvage income is taken
into account in ACLM calculations as of September 30, 2013. In addition, according to the
Circular numbered 2011/23, negative results in the ACLM calculations are fully included in
IBNR calculation.

In accordance with the “Regulation to Revise the Regulation Regarding to Technical Reserves
of the Insurance, Reinsurance and Retirement Companies and the Assets on which These
Reserves are Placed” dated July 17, 2012 and published in the Official Gazette numbered
28356, starting from September 30, 2013, the calculation method used for testing of the
adequacy of the result for incurred but not reported claim amount calculated by ACLM is
cancelled.

With respect to the Notice, 80% of result the incurred but not reported claim calculations may
be taken into account for only year 2010 for the determination of the amount to be accounted for
in the financial statements within the year 2010, The amounts will be taken into account at
minimuam 90% of the result of the new incurred but not reported claims for 2011, and all of the
amount has to be taken into account in 2012, In this respect, the Company has taken 100%
(December 31, 2012: 100%) of the provision for claims incurred but not reported into account
and has accounted for a net additional outstanding claim provision amounting to TL 34.402.367
as at September 30, 2013 (December 31, 2012: TL 14.881.171)

In scope of December 26, 2011 dated and 2011/23 numbered “Notice about the Calculation of
Incurred But Not Reported Compensation Reserve (IBNR)” (“2011/23 numbered Notice), the
Insurance Companies, for the first time as of December 31, 2011, can calculate a recover ratio
over the case amounts regarding to the cases against the company by branch and according to
realizations of the last five years by taking into account completion dates of the cases, and can
make a deduction using this recover rate over the current outstanding compensation reserve
amount. As of September 30, 2013, the Company has calculated recover ratios by dividing the
lawsuit amount finalized in the favour of the company to the all lawsuit cases finalized by using
claim files all stages of the judicial in the last three years for motor own damage and
compulsory traffic branches and in the two years for the other branches. The principal amounts
have been taken into counsideration and interest and other charges have been excluded from
recover 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 recover ratios over 25%. The Company has made the calculation from the
information in gross basis and has determined reinsurance share of the discounted amount based
on the average reinsurance share of legal claim files in branch basis.
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2.1.1

Summary of the Accounting Policies (Continued)

Basis of Preparation of Financial Statements and Specific Accounting Policies Used
{Continued)

The net deduction amount from outstanding claim files using the winning ratios calculated on a
sub-branch basis is TL 9.643.812 at September 30, 2013 (December 31, 2012 : TL 11.896.060).
Besides, in accordance with the Communiqué numbered 2011/23, claim amounts are taken into
consideration without any deduction for all calculations performed to determine incurred but not
reported claim provision.

The winning ratios calculated on a sub-branch basis as of September 30, 2013 and December
31,2012, are explained below:

September 30, December 31,

Sub-branch 2013 2012
Third Party Liability 25,0% 25,0%
Electronic Device 1,1% 1,1%
Commodity 25,0% 25,0%
Personal Accident 25,0% 24,8%
Theft 25.0% 25,0%
Glass Breakage 25,0% 25,0%
Employer Financial Liability 23,2% 25,0%
Obligatory Liability Insurance for Motor Cars 25,0% 25,0%
1L.PG Compulsory Liability Insurance 0,0% 25,0%
Construction 25,0% 25,0%
HEmployment 25,0% 25,0%
Motor Vehicles Liability 25,0% 25,0%
Machinery Breakdown 25,0% 25,0%
Professional Indemnity Insurance 25,0% 25,0%
Bus Compulsory Personal Accident 25,0% 25,0%
Health 25,0% 25,0%
Water Craft 14,4% 14,1%
Compulsory Traffic 15,7% 18,0%
Fire 25,0% 25,0%
Compulsory Highway Transportation Liability 15,3% 17,8%

In accordance with the Communique, Company has selected the most appropriate method based
the structure of the company portfolio and in accordance with the decision the Actuary of the
Company as of December 31, 2010, has used these methods selected during the calculations
performed as of September 30, 2013 and December 31, 2012. The gross and net reserve
amounts on branch basis calculated by using ACLM and as a result of these calculations to be
allocate as additional or to be deducted from reserves in the event of negative results of the
calculated, as of September 30, 2013 are explained below:
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2. Summary of the Accounting Policies (Continued)

2.1.1 Basis of Preparation of Financial Statements and Specific Accounting Policies Used

(Continued)
September 34, 2013 Deccmber 31, 2012
Gross

Additional Gioss
Applied Method Rescrve  Net Additional Applied Method Additional Net Additional
Branch (*) (100%) Reserve (100%) (*} Reserve {100%) Rescrve (100%)
Motor Vehicles Liability Standard Chain 53.074.332 52.050.439  Munich Chain 45.910.242 42.815.965
General Liabifity Standard Chain 34.057.546 10.835.189  Munich Chain 5.012.02% 1.276.741
Financial Losses Standard Chain 1.630.470 £.538.973  Standard Chain 2.449.087 2.282.526
Legal Protection Standard Chain 1.206.372 1.206.372  Munich Cham (330.109) (330.109)
Fire and Natural Disaster Standard Chain (1689413} (547.873) Munich Chain 2.327.846 517981
Alr Vehickes Liability Standard Clain 1.061.946 334 Munich Chain 2214 -
Credit Standard Chainy 185.009 4.168,00 Munich Chain 72072 1.916,00
Water vehicles Standard Clhain 132,740 114.855 Standard Chain 743.082 276.296

Air Vehicles Standard Clain (3.702) Munich Chain (28.914}
Accident Standard Cliair (219.384) (147.750)  Munich Chain 1.043.308 560.874
Health Standard Chain (945.236) (943.335)  Standard Chain (533.124) (524.593)
Breach of Frust Standard Chain (585.485) (165.176)  Munich Chain (847.659) (232.492)
Transportation Standard Chain (957.092) (355.398)  Munich Chain {3.543.502) (1.328.474)
General Losses Standard Chain (3.854.438) (140.273)  Munich Chain 20.364.008 701.890
Motor Own Damage Standard Chain  (29.642.171) (29.048.158)  Munich Chan (33.4589.679) (31.137.350)
Total 53.451.554 34,402.367 39.150.961 14.881.171

©

In the Sector Communique dated 5 April 2313 and No: 2013/8, it is stated that companies can change the
methods they use in ACLM calculations and these changes may start as of the first quarter of the year 2013
and that Treasury has to be notified of these changes. In this regard, in its lefter 3atcd 10 July 2013 and
numbered 2/27, the Company requested approval from the Treasury to use the Standard Chain Method
instead of the Munich Chain Method used in many branches and the Treasury approved this request througl
its letter dated 17 July 2613 and numbered 38681552. Had the Company not a pﬁed any method change as of
September 30, 2013 and kept using the methods of December 3%, 2012, t]I1]c ACLM calculation {(without
coefficient interference) would have turned out TL 19.078.743 lower (Net: TL 10.130.593).

The Company’s application to the Undersecretariat of Treasury through the letter dated Qcetober 10, 203 and
numbered 2737 has approved. The Company have interfered in the development coefficient in the ACLM
calculation in the Compulsory Traffic branch. As of September 30, 2013, as a result of the interference in the
development coefficient, the gross IBNR amount was increased by TL 4.505.936 (Net IBNR: TL 4.415.818).
Besides, through the said letter, in line with the actuarial opinion in the Fire and Natural Disasters branch, the
gross IBNR amount was increased by TL 20.260.550 (Net IBNR: TL 6.570.446).

The Company eliminated the peak claims which are mentioned as big claims by using
prescribed statistical methods in the Communique in order to perform the ACLM calculations
with a homogeneous data. The big claim limits which are used for the elimination in branch
basis are as follows:

Branch

September 30,2013 December 31, 2012

Compulsory Traffic

92.728 89.448

19



AKSIGORTA A.S.

CONVENIENCE TRANSLATION OF NOTES TO THE FINANCIAL STATEMENTS
AS OF SEPTEMBER 30, 2013

{Amounts expressed in Turkish Lira (“TL") uniess otherwisc indicated.)

2.
211

Summary of the Accounting Policies (Continued)

Basis of Preparation of Financial Statements and Specific Accounting Policies Used
(Continued)

In accordance with the Communiqué numbered 2011/18, since the Company does not have any
liabilities for the medical care coverage for the policies in “Compulsory Transportation
Liability”, “Compulsory Traffic”, “Compulsory Motor Personal Accident”, the medical care
claims are excluded from the incurred but not reported claims reserve calculation performed
with ACLM and the test IBNR method.

The provision calculated by ACLM are performed in gross basis; and is net off based on the
reinsurance agreements in force. The Company has used the reinsurance share of outstanding
claims to net off the provision by considering its reinsurance agreements in force. In this
context, the Company has taken into consideration reinsurance ratio of total outstanding claim
reserves, as the method of netting, as of September 30, 2013 and December 31, 2012,

Equalization Reserve

In accordance with the Regulation on Technical Reserves, insurance companies are required to
record an equalisation reserve for the insurance confracts including earthquake and credit
coverage, in order to cover the catastrophic risks and in order to equalise the fluctuations within
the claim ratios that may occur during the following accounting periods. Such reserve is
calculated over 12% of net earthquake and credit premiums corresponding to each year. In the
calculation of the net premium, the amounts paid for the non-proportional reinsurance
agreements are regarded as ceded premiums.

It is possible to deduct the equalisation reserve for earthquake compensations from equalisation
reserve for outstanding compensation reserve, but not current year’s equalisation reserve, upon
supplying evidence such as compensation payments for the earthquake, expert reports or the
documentation that can be gathered from official institutions. In this extent, the Company has
not deducted any claim amount from equalisation reserve,

The Company has calculated TL 28.470.388 (December 31, 2012: TL 22.199.697) of
equalisation reserve as of September 30, 2013 (Note 20).

Life mathematical reserves

Life mathematical reserves comprise actuarial mathematical reserves (those with minimum
income guarantee determined by the tariffs approved by the Treasury and those including risk
guarantees over one year) and life profit share reserves and represent the Company’s total
liability to the policyholders in the life branch.

Mathematical reserve; is the sum of the reserves specified in the contract’s technical terms and
calculated using statistical and actuarial methods in order to cover the liabilities of insurance
companies o policyholders and beneficiaries for life, health, sickness and personal accident
insurance contracts with periods longer than a year, and if it is commifted, the reserves for the
part allocated to insured from the revenues derived from the investment of such reserves. In
accordance with the Insurance Law, the remaining amount of life branch premiums that are
collected in accordance with life insurance agreements, after deduction of expense charges,
mortality risk premium and commissions are accounted for as life mathematical reserves. The
approval of mathematical reserves is made by the actuaries based on current mortality tables
valid for Turkish insurance companies and prepared by considering mortality statistics prepared
abroad.
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2. Summary of the Accounting Policies (Continued)
2.1.1 Basis of Preparation of Financial Statements and Specific Accounting Policies Used

{Continued)

d. Subrogation and salvage income

Within the framework of the “Circular on Salvage and Subrogation Income” numbered 2010/13

and dated September 20, 2010 issued by the Treasury, the Company recognizes receivables

from salvage and subrogation under the account “Receivables from main operations” on an

accrual basis as of September 30, 2013 up to coverage limit of debtor insurance company, on

conditions that following the payment of claim, the Company receives the acquittance or

document agreed on payment from individuals and notification is made to individuals or

insurance company. However, a doubtful receivables provision for these receivables is

accounted in case where related amounts are not collected from insurance companies after six

months and from individuals after four months following the payment of claim.

Accordingly, accrued receivables from salvage and subrogation and doubtful receivables

provision for salvage and subrogation as of September 30, 2013 are TL 17.840.437 (December

31, 2012: TL. 14.121.324) and T1L. 4.187.678 (December 31, 2012: TL 1.292.903) respectively

(Note 12.1)

The amounts of the net salvage and subrogation income which are collected and the accrued

income amounts from salvage and subrogation receivables as at September 30, 2013 and

December 31, 2012 for the claims paid by the Company are as follows:

September 30,2013
Collection Accrual
Gross Reinsurance share Net Gross Reinsurance share Net

Fire and Natural Disaster 1.099.643 {342.691) 756.952 852.388 (208.655) 043.733
Transportation 1.158.410 (487.553} 670.857 61.247 (12.842) 48.405
Accident 31.370 - 31.370 707 - 707
Motor Own Damage 101.279.509 {2.009.937) 99.269.572 15.152.936 (303.058) 14.849.878
General Losses 77.919 {60.306) 17.613 33.456 (32.041) 21415
Motor Vehicles Liability 2.820.544 {56.765) 27772.779  2227.529 (44.551) 2.182.978
Breach of Trust 2.940 (2.223) 0y - - -
General Liability 29.009 (2.032) 26977 62215 (1.100) 61115
Financial Losses 350 (765} 85 - - -
Health - - - 32.206 - 32.206
Total 106.509.194 (2.962.272)  103.546.922 18.442.684 (602.247) 17.840.437

21



AKSIGORTA A.S.

CONVENIENCE TRANSLATION OF NOTES TO THE FINANCIAL STATEMENTS
AS OF SEPTEMBER 30, 2013

{Amounts expressed in Turkish Lira ("TL") unless otherwise indicated.)

2. Summary of the Accounting Policies (Continued)
2.1.1 Basis of Preparation of Finanecial Statements and Specific Accounting Policies Used

{Continued)

December 31,2012
Collection Accrual
Gross Reinsurance share Net Gross Reinsurance share Net

Fire and Natural Disaster 1.381.845 (580.391) 801.454 423.539 (34.004) 389.445
Transportation 1.175.927 (506.318) 669.609 485.652 (68.313) 417.339
Accident 88.007 - 88.007 - - -
Motor Own Damage 186.383.547 (13.005.141) 173.378.406 12.419.610 (869.373)  11.550.237
Water Cralls 7.927 (5.746) 2.181 - - -
General Losses 46.215 (26.514) 19.701 4.928 (2.812) 2116
Motor Crafis Liability 4.620.962 {314.503) 4.315.45% 1.794.801 (125.636) 1.669.165
Breach of Trust 3.500 (2.811} 689 - - -
General Liability 106.438 (30.862) 75.576 65.006 (4.190) 60.816
Financial Losses 850 (763) 85 - - -
Health 79.427 19.427 32.206 - 32.206
Total 193,903.645 {14.473.051) 176.430.594  15.225.742 (L104418) 14.121.324

e. Premium Income and Claims

Premium income represents premiums on policies written during the year. Unearned premium
reserves are determined from premiums written during the year on a daily basis.

Claims are recognized as expense as they are paid. Outstanding claims provision is provided for
both reported unpaid claims at period-end and incurred but not reported claims. Reinsurer’s
shares of claims paid and outstanding loss provisions are off-set against these reserves.

f. Receivables from Insurance Operations

In accordance with the Turkish Tax Code article No: 323 and TAS 39 Impairement Principles,
the Company provided provision for doubtfull receivables by taking the nature and the value of
the receivable into account. The Company has provided provision for the doubtfull receivables
under legal and management follow up in the account of “Provision for doubtful receivables
from insurance operations” amounting to TL 17.821.700 (December 31, 2012
TL 17.756.592), provision for the overdue receivables which are not under legal follow up in
the account of “Provision for doubtfull receivables from main operations” amounting to
TL 1.866.354 (December 31, 2012: TL 1.866.354). Furthermare, provision is accounted for the
retention of claim recovery transcations under legal follow up amounting to TL 31.850.647
(December 31, 2012: TL 27.268.570) and it has been accounted in “Provision for doubtful
receivables from main operations” account (Note 12).

22



AKSIGORTA A.S.

CONVENIENCE TRANSLATION OF NOTES TO THE FINANCIAL STATEMENTS
AS OF SEPTEMBER 30, 2013

{Amounts expresscd in Turkish Lira (*TL") unless otherwise indicated.)

2.
2.1.1

Summary of the Accounting Policies (Continued)

Basis of Preparation of Financial Statements and Specific Accounting Policies Used
(Continued)

g. Eamings per Share

Earnings per share presented in the statement of income is calculated by dividing the net profit
into the weighted average number of the outstanding shares throughout the financial year.

Companies in Turkey can increase their capital by distributing “bonus shares™ to shareholders
from the prior periods’ profit. Such “bonus share” distributions are considered as issued shares
in the earnings per share calculations. Accordingly, weighted average number of equity shares
used in the calculations is calculated by considering the retrospective effects of share
distributions.

h. Subsequent Events

Subsequent events cover the events between the balance sheet date and the issuance of the
financial statements, even if they are occurred subsequent to the disclosures made on profit or
other selected financial information.

The Company adjusts its financial statements in the occurrence of any subsequent events
(Note 46).

I. Provisions, Contingent Liabilities and Assets

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

The amount recognised as provision is the best estimate of the consideration required to settle
the present obligation at the balance sheet date, taking into account the risks and uncertainties
surrounding the obligation.

If provision is measured using the cash flows estimated to settle the present obligation, its
carrying amount will be equal to the present value of such cash flows.

When some or all of the economic benefits required to settle a provision are expected to be
recovered from a third party, the receivable is recognized as an asset if it is virtually certain that
reimbursement will be received and the amount of the receivable can be measured reliably
(Note 23.2).

iB Changes in Accounting Policies, Accounting Estimates and Errors

Changes in accounting policies or accounting errors are applied retrospectively and prior year
financial statements are adjusted accordingly. If estimated changes in accounting policies are
ouly for one period, changes are applied on the current year but if estimated changes are for the
following periods, changes are applied both on the current and following years prospectively.

k. Corporate Taxation and Deferred Tax

Income tax expense represents the sum of the current tax payable and deferred tax expense.
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Summary of the Accounting Policies (Continued)

Basis of Preparation of Financial Statements and Specific Accounting Policies Used
{Continued)

Corporate Tax

Corporation tax is payable at a rate of 20% on the total income of the Company and its
Subsidiaries registered in Turkey in 2013 (also in 2012) after adjusting for certain disallowable
expenses, exempt income and investment and other allowances. No further tax is payable unless
the profit is distributed.

Dividends paid to non-resident corporations, which have a place of business in Turkey, or
resident corporations are not subject to withholding tax. Otherwise, dividends paid are subject to
withholding tax at the rate of 15%. An increase in capital via issuing bonus shares is not
considered as a profit distribution thus does not incur withholding tax and no stoppage is
applied.

Corporations are required to pay advance corporation tax quarterly at the rate of 20% on their
corporate income, Advance Tax is declared by 14th of the second month following and payable
by the 17th of the second month following each calendar quarter end. Advance Tax paid by
corporations is credited against the annual Corporation Tax liability.

The balance of the advance tax paid may be refunded or used to set off against other liabilities
to the government,

The affiliate shares stocked for minimum 2 years and the 75% of the profit obtained from the
property sales are considered as tax exemptions in such condition that the amount is added onto
capital as prestated in Corporate Tax Law or the amount is kept in equity for 5 years.

According to Turkish tax legislation, financial losses on the returns can be offset against period
income for up to 5 years. However, financial losses cannot be offset against previous years’
profits.

There is no such application for the reconciliation of payable taxes with the tax authority.
Corporate tax returns are submitted to the related tax office by the 25th day of the 4th month
following the month when the accounting period ends. In tax reviews authorized bodies can
review the accounting records for the past five years and if errors are detected, tax amounts may
change due to tax assessment.

In accordance with Tax Law No.5024 “Law Related to Changes in Tax Procedural Law, Income
Tax Law and Corporate Tax Law” published in the Official Gazette on 30 December 2003 to
amend the tax base for non-monetary assets and liabilities, effective from 1 January 2004
income and corporate taxpayers are required to prepare the statutory financial statements by
adjusting the non-monetary assets and Habilities for the changes in the general purchasing
power of the Turkish Lira. In accordance with the Law in question, the cumulative inflation rate
for the last 36 months and the inflation rate for the last 12 months must exceed 100% and 10%
respectively (TUIK TEFE increase rate). Since these conditions in question were not fulfilled in
2013 and 2012, no inflation adjustments were performed (Note 35).
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2.1.1

2.1.2

2.1.3

2.1.5

Summary of the Accounting Policies (Continued)

Basis of Preparation of Financial Statements and Specific Accounting Policies Used
(Continued)

Deferred income tax

Deferred income tax is provided in full, using the liability method, on temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the financial
statements. Deferred income tax assets and liabilities are determined using tax rates and tax
laws that have been enacted or substantively enacted by the balance sheet date and are expected
to apply when the related deferred income tax asset is realised or the deferred income tax
liability is settled.

Except the conditions that the company can control its temporary differences removal and when
the possibility of that removal is very low, Deferred tax liabilitics are accounted for all of the
taxable temporary differences that are related with the rates in partnerships and investments in
subsidiaries and participations. Deferred income tax assets are recognised to the extent that it is
probable that future taxable profit will be available against which the temporary differences can
be utilised (Note 35).

Other related accounting policies for the understanding of financial statements

All accounting policies are explained in Note 2.1.1 “Basis of Preparation of Financial
Statements and Specific Accounting Policies Used”.

Functional currency

The Company’s financial statements are expressed in TL, which is the functional and
presentation currency of the Company.

Rounding degree used in the financial statements
All the balances presented in the financial statements are expressed in full in Turkish Lira (TT).
Valuation method(s) used in the presentation of financial statements

Financial statements, except for revaluation of financial instruments, are prepared based on the
historical cost method.
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2.

2.1.6

Summary of the Accounting Policies (Continued)
The new standards, amendments and interpretations

The accounting policies adopted in preparation of the interim financial statements as at
September 30, 2013 are consistent with those of the previous financial year, except for the
adoption of new and amended TFRS and TFRIC interpretations effective as of January 1, 2013,
The effects of these standards and interpretations on the Company’s financial position and
performance have been disclosed in the related paragraphs.

The new standards, amendments and inferpretations which are effective as at 1 January
2013 are as follows:

TEFRS 7 Financial Instruments: Disclosures — Offsetting Financial Assets and Financial
Liabilities (Amendment)

The amendment requires the disclosure of the rights of the entity relating to the offsetting of the
financial instruments and some information about the related regulations (eg, collateral
agreements).

New disclosures would provide users of financial statements with information that is useful in;

evaluating the effect or potential effect of netting arrangements on an entity’s financial position
and,

analyzing and comparing financial statements prepared in accordance with TFRSs and other
generally accepted accounting standards.

New disclosures have to be provided for all the financial instruments in the balance sheet that
have been offset according to TAS 32. Such disclosures are applicable to financial instruments
in the balance sheet that have not been offset according to TAS 32 but are available for
offsetting according to main applicable offsetting regulations or other financial instruments that
are subject to a similar agreement. The amendment affects disclosures only and did not have any
impact on the interim financial statements of the Company.

TAS 1 Presentation of Financial Statements (Amended) — Presentation of Ttems of Other
Compreliensive Income

The amendments to TAS 1 change only the grouping of items presented in other comprehensive
income. Items that could be reclassified {(or ‘recycled”) to profit or loss at a future point in time
would be presented separately from items which will never be reclassified. The amendments
will be applied retrospectively. The amendment affects presentation only and did not have an
impact on the financial position or performance of the Company.

TAS 19 Employee Benefits (Amended)

Numerous changes or clarifications are made under the amended standard. Among these
numercus amendments, the most important changes are removing the corridor mechanism, for
determined benefit plans recognizing actuarial gain/(loss) under other comprehensive income
and making the distinction between short-term and other long-term employee benefits based on
expected timing of settlement rather than employee entitlement.
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2.

Summary of the Accounting Policies (Continued)

2.1.6 The new standards, amendments and interpretations (Continued)

The Company used to recognize the actuarial gain and loss in profit and loss statement before
this amendment. The retrospective effects of the amendment to recognise actuarial gain and loss
in the comprehensive income statement are disclosed in Note 16.1. Since the Company
recognizes the actuarial gain and loss in the other comprehensive income statement, the
amendment of the standard with regards to the accounting of actuarial gain/loss did not have
any impact on the financial position or performance of the Company. However based on the
amendment in the presentation of short term employee benefits, vacation pay liability formerly
presented in the short term provisions has been retrospectively reclassified to long term
provisions and calculated based on actuarial method.

TAS 27 Separate Financial Statements (Amended)

As a consequential amendment to TFRS 10 and TFRS 12, the KGK also amended TAS 27,
which is now limited to accounting for subsidiaries, jointly controlled entities, and associates in
separate financial statements. This amendment did not have an impact on the financial position
or performance of the Company.

TAS 28 Envestments in Associates and Joint Ventures (Amended)

As a consequential amendment to TFRS 11 and TFRS 12, the KGK also amended TAS 28,
which has been renamed TAS 28 Investments in Associates and Joint Ventures, to describe the
application of the equity method to investments in joint ventures in addition to associates.
Transitional requirement of this amendment is similar to TFRS 11. This amendment did not
have an impact on the financial position or performance of the Company.

TFRS 10 Consolidated Financial Statements

TFRS10, replaces the parts of previously existing TAS 27 Consolidated and Separate Financial
Statements that addresses the accounting for consolidated financial statements. A new definition
of control is introduced, which is used to determine which entities are consolidated. This is a
principle based standard and require preparers of financial statements to exercise significant
judgment. This amendment will not have an impact on the financial position or performance of
the Company.

TFRS 11 Joint Arrangements

The standard describes the accounting for joint ventures and joint operations with joint control.
Among other changes intreduced, under the new standard, proportionate consolidation is not
permitted for joint ventures. This standard did not have an impact on the financial position or
performance of the Company

TERS 12 Disclosure of Interests in Other Entiti