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Our customer focus...

With solutions and services catering to diverse needs and delivering
strong value propositions, we stand by our policyholders at all
times.

| I ’
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Corporate Profile, Our Vision, Our Mission, Our Corporate Values

Corporate Profile, Our Vision,
Our Mission, Our Corporate Values

Engaged in all non-life branches, i.e. fire, marine, accident, engineering, agriculture, legal
protection, personal accident, illness/health and credit, Anadolu Sigorta will keep contributing to
the advancement of the insurance business in Turkey, guided by its mission and vision.

Corporate Profile

In 2016, Anadolu Sigorta expanded its total
premium production by 24.2% year-on-
year to TL 4,484 million and controlled a
12.7% share of the overall market among
non life companies.

Anadolu Sigorta pursues its operations
via nine regional branches across the
nation and one branch in the Turkish
Republic of Northern Cyprus. The number
of employees on the company'’s payroll
averaged 1,163 in 2016.

Anadolu Sigorta registered its highest
premium production in the motor vehicle
liability with TL 1,581 million, followed

by the motor vehicles branch with TL 899
million in 2016. Trailing these two
branches, in order, were fire and natural
disasters with TL 756 million, illness/health
with TL 406 million, general losses with

TL 319 million and general liability with

TL 141 million.

Turkey'’s first national insurance company
and the pioneer in the sector, Anadolu
Sigorta will keep contributing to the
advancement of the insurance business in
Turkey in the light of its mission and vision,
and further build on its solid position in the
industry on the back of its powerful digital
insurance initiative.
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Our Vision

+ To make Anadolu Sigorta the insurance
brand preferred by everyone who needs
insurance.

+ To achieve a strength that makes it
a reference point in the worldwide
insurance industry as well.

Our Mission

+ In keeping with the deeply-rooted,
pioneering, honest, and solid corporate
values of Anadolu Sigorta to:

+ Lead the sector,

+ Help create a broad public awareness of
insurance in Turkey,

+ Implement a customer-focused approach
to service,

+ Increase our financial strength to
international standards,

+ Enhance the value of our company.

Our Corporate
Values

A Company Entrenched In
History

+ It was founded in accordance with the
instructions given by Mustafa Kemal
Atatuirk.

« Itis Turkey's first national insurance
company.

+ It has a powerful corporate structure
built on its knowledge of insurance
accumulated through the years.

Pioneership

+ Pioneer in creating product;

+ Pioneer in service;

+ Pioneer in technology;

+ With its self-renewing ability preserves
its pioneering position;

« It plays a pioneering role in social
responsibility.

Integrity

+ It has ethical merits;

« It fulfills its promises definitely;

« Itinheres in transparency as principle;
+ It never abandons human values.

Powerful Structure

+ It has a stable financial power;

+ It has an extended and efficient service
network;

+ It has a sophisticated and high qualified
human source;

+ It gains power from the synergy created
by isbank.
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Milestones from the History of

Anadolu Sigorta

Founded in 1925 as Turkey's first national insurance company,

Anadolu Sigorta has been pursuing operations, aware of its role

as the pioneer of the Turkish insurance industry for 91 years.

1925

Anadolu Sigorta was founded on April 1
at the initiative of Atatiirk and under the
leadership of isbank, Turkey's first national
bank.

1961

The first data processing system was set up.

1975

Being the leader of national insurance since
the onset of the Turkish Republic, Anadolu
Sigorta celebrated its 50t anniversary.

1983

“Blue Insurance” policies marking the
introduction of comprehensive insurance
system in Turkey and offering 17 types of
cover were put on sale for the first time.

1984

Highly acclaimed by the public and the
sector, “Insurance of the Future”, the most
comprehensive life policy ever offered in
Turkey until then, was introduced.

1986

Representing a new branch in the Turkish
insurance business, “Electronic Equipment
Insurance” was first started by Anadolu
Sigorta.

1987

Activities commenced in the agricultural
insurance branch.

1991

The life branch was transferred to Anadolu
Hayat Sigorta, a newly-formed life insurer
as required by law.

1993

Extending administrative and technical
assistance to Glinay Anadolu Sigorta,
founded and started to operate in
Azerbaijan, Anadolu Sigorta became the
first Turkish insurance company to set up
an international operation.

1996

Policies in legal protection insurance
branch, another first in our country, were
written.

1997

Aiming to make the most of the
possibilities offered by IT, a “Recon Project
was launched. Services were made more
efficient and productive with the inclusion
of all services and agencies in the data
processing network with online and
real-time systems.

1999

In order to provide the fastest and most
comprehensive service to its policyholders
in the aftermath of the disastrous
earthquake of 17 August, the company
worked round the clock to provide
uninterrupted service.

2001

After providing service for over five
decades, the company was relocated
from its building in Karakéy to is Towers,
where it would be together with isbank
subsidiaries.

”
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2002

A brand-new era began with the
“Maximum Service in Insurance” concept.
The company introduced the service
philosophy under one title that it has
possessed since its foundation, and once
again became the author of a first in the
sector.

2004

Voted as “the most satisfactory insurance
company with its products and services”,
Anadolu Sigorta received the Active
Academy Private Customer Satisfaction
Award in Insurance. The company
expanded its service range by taking over
the health branch from Anadolu Hayat
Emeklilik, which the company was required
by law to give up. Anadolu Sigorta was
awarded its ISO 9001: 2000 Quality
Management System certification, an
endorsement proving that the company’s
quality management system complies with
international standards.

2006

The company maintained its sectoral
leadership in premium production for
the fifth consecutive year and realized

a premium production in excess of TL 1
billion, undersigning yet another historic
result in the history of the Turkish
insurance industry.
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2007

The sector's unrelenting champion in
premium production for the last six

years, Anadolu Sigorta became the first
insurance company in Turkey to exceed the
USD 1 billion threshold in total premium
production.

2008

Anadolu Sigorta launched the C2C (Closer
to Customer) change program whereby
all business processes are reviewed and
revised. While the company increased its
profitability through sustainable growth
strategy, it also received Active Academy
Private Customer Satisfaction Award in
Insurance for the fifth consecutive time.

2010

The company celebrated its 85"
anniversary.

Planned within the frame of the C2C
change program, the first set of changes
was put into life.

The company launched its new social
responsibility project, “Bir Usta Bin Usta”
(From One Master to One Thousand),
thus contributing to revitalize vanishing
professions in Anatolia.

2012

The company received four International
award with its social responsibility project,
and its 2011 Annual Report

2013

Anadolu Sigorta relocated to is new head
office in Kavacik-istanbul.

2015

While celebrating its 90t anniversary, the
company launched its revamped website.

2016

Total premium production hit TL 4.5 billion.



General Information
Message from the Chairman

Message from the Chairman

We are delivering on our
claim to heighten our
digitization level by making
utmost use of the facilities
technology has to offer.

Caner Cimenbicer
Chairman of the Board of Directors
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Besides being one of the biggest players in the industry in
terms of total assets and shareholders’ equity, Anadolu Sigorta
maintains its strong position with respect to reinsurance

quality and capacity, as well.

In 2016, we witnessed different
breaking points in the global economy
and the political arena.

In 2016 when global economy was striving
to rebalance, the heightened tension in the
Middle East entailed inherent geopolitical
risks, while the Brexit decision caused

a significant shock, and concerns over

the future of the European Union were
aggravated. Also the election of Trump, a
champion of protective and interventionist
economy policies, as the US president in

a period of lingering financial crisis with
ongoing effects was perceived as the
harbinger of a new global climate, and
deepened the uncertainty. This process
brought along excessive appreciation of the
US dollar, giving rise to unsettling affects
particularly on developing economies.

The US Federal Reserve’s (the Fed) 0.25
points hike in its policy rate in its last
meeting held in December 2016, coupled
with the announcement that the Fed

might implement three rate hikes in 2017
instead of two depending on the possible
positive developments in the US economy
further accelerated the value gain of the US
currency against the other world currencies,
while leading to higher long-term interest
rates and losses in fixed-income markets.

Leaving its low values behind to get to
USD 50 in the third quarter of 2017 and
to even hit USD 55 at the end of the year,
the Brent oil price is anticipated to sustain
its uptrend particularly due to the OPEC's
November decision to cut production.

In brief, in 2016, there were a higher
number of indicators of the US economy
gaining strength, US and Japan supported
moderate growth through expansionary
fiscal policies and kept increasing
worldwide liquidity, and uncertainties
regarding global monetary policies and

Anadolu Sigorta Annual Report 2016

volatile financial markets negatively
impacted the financial asset pricing and risk
premium indicators in developing countries.

Global economy is anticipated to register a
higher growth in 2017 than it did in 2016,
with the contribution of recuperated oil
and commodity prices. However, there are
a number of factors signaling that 2017
will not be an easy year either. These signs
include the haze surrounding the policies
to be pursued by the new US president and
particularly his attitude in relationships
with the EU, ongoing possible effects of
Brexit and doubts hovering over the future
of the Eurozone which is unable to pass the
growth threshold due to failure to break the
low inflation/weak demand cycle, and the
weaknesses of the Chinese economy.

We left behind a year that was
extraordinary for Turkey in multiple
aspects.

The coup d'état attempt of July 15 not
only acted as a determining factor for the
second half of 2016, but has practically
become a turning point for our country.

As Anadolu Sigorta, we deplore this
nefarious incident which was overcome
with the Turkish people’s strong will to
protect the democracy, and regard it as a
disgrace in the history of our democracy.

On the other hand, located right in the
heart of the chaos dominating our border
neighbors, and asserting a dogged presence
within and across national borders in

the fight against terrorism, Turkey's
macroeconomic balances were negatively
affected by all these occurrences.

Thanks to the improving
economic structure in Turkey,
the insurance industry grows
at an increasing pace every
year and the ratio of premium
production to GDP rises.
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Message from the Chairman

Despite losing momentum, growth trend
continued in our economy. Sustaining its
domestic consumption-driven growth in
the first two quarters of 2016, the Turkish
economy shrank by 1.8% on an annual
basis in the third quarter of the year. Public
investments, which kept going up in the
third quarter despite declined domestic
demand, employment increase and private
sector investments, were noted as the
factor that curbed shrinkage. As a result
economic growth in the first three quarters
stood at 2.2%.

On the other hand, the countermeasure
packages quickly introduced by the
economy administration in an effort to
eliminate the slowdown in the market
were received as a crucial step in terms

of limiting the negative tendency. It is
anticipated that growth was reversed to
positive values in the last quarter owing to
somewhat recovered private consumption
thanks to measures aimed at encouraging
private outlays and to public outlays

that partially balanced weakened private
demand.

A key element of the economy agenda, the
current deficit reversed its earlier course
and picked up in the second half of the
year. While dwindled tourism revenues, in
particular, bore their negative impact, the
effect of exports on current deficit lessened
owing to the failure of the EU countries to
get on growth track and the depreciation
of Euro against the US dollar. Nevertheless,
restarted tourist inflow and increased
exports owing to mended relationships with
Russia represent significant developments
in terms of current deficit.

Despite increased global volatility and
various shocks experienced in 2016, Turkey
was able to resist hardships thanks to her
strong economic foundations and healthy
structure of her financial system. We are
fully confident that the national economy
will continue on stable growth path also in
the period ahead, following the expected
mitigation of geopolitical risks, accelerated
growth of tourism and exports volumes,
and reconstitution of production and
demand balance.

We always stand by our policyholders
with our understanding summed up as
“never lose”.

Proving its understanding summed

up as “never lose” by standing by its
policyholders in support of them under any
circumstance, Anadolu Sigorta displayed
the same approach also in the aftermath
of the coup d'état attempt of 2016 and
immediately took necessary action in
relation to insurance losses sustained
during the incidents.

We are aware of the duty that falls
upon us to take our industry further.

Thanks to the improving economic
structure in Turkey, the insurance industry
grows at an increasing pace every year and
the ratio of premium production to GDP
rises. Standing as an attractive market with
the young composition of the population
and low insurance ownership ratio, our
country has captured a stable performance
on the back of her dynamics.

Despite increased global
volatility and various shocks
experienced in 2016, Turkey
was able to resist hardships
thanks to her strong
economic foundations and
healthy structure of her
financial system.

Anadolu Sigorta Annual Report 2016
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One of our fundamental goals that we focus on is to maintain
the highest quality of service rendered to our policyholders,
working together with our business partners offering service all
over Turkey under the Anadolu Sigorta roof.

Bearing witness to the insurance history in
Turkey, Anadolu Sigorta fully makes use of
its know-how and experience to fulfill its
pioneering duty that it has undertaken to
add momentum to growth by capitalizing
on the potential the industry offers, and by
raising increased awareness of insurance.
Committed to grow together with the
industry, our Company will continue to
carry out its activities duly.

Quality service is a part of our
corporate culture.

The corporate structure of Anadolu
Sigorta has been built to ensure customer
satisfaction.

One of our fundamental goals that we
focus on is to maintain the highest quality
of service rendered to our policyholders,
working together with our business
partners offering service all over Turkey
under the Anadolu Sigorta roof.

We are delivering on our claim to heighten
our digitization level by making utmost use
of the facilities technology has to offer. We
have taken significant distance in furnishing
the customer experience expected of
Anadolu Sigorta in this respect in our
customer contact, sales and after-sales
channels. All the while, we are making plans
to go even further in this department.

We are providing uninterrupted, reliable,
good service to our policyholders across the
country through our service network made
up of isbank branches and our agencies. We
will remain true to our motto of being the
assurance of all of Turkey’s assets in the
future, as we are now.
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Maintaining its strong position with respect
to reinsurance quality and capacity as

well as being one of the biggest players

in the industry in terms of total assets

and shareholders’ equity, Anadolu Sigorta
blends this strength with its superior
human resource and delivery channels, and
moves forward confidently.

We extend our thanks to our policyholders,
business partners, all our employees and
shareholders for joining us in our faith in
the future.

Sincerely,

Caner Cimenbicer
Chairman of the Board of Directors

The corporate structure of
Anadolu Sigorta has been
built to ensure customer
satisfaction.
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Message from the CEO

In 2016, Anadolu Sigorta
ranked second in the sector
with a total premium
production of TL 4.5 billion
and 12.7% market share.

The rise in our premium
production in the same period
was a significant 24.2%.

ilhami Kog
CEO

10 Anadolu Sigorta Annual Report 2016
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Despite difficult economic conditions and declined growth
rate, our industry secured a strong expansion in 2016 on the
back of its dynamics supported by the young composition
of the population and increased awareness of insurance.

Our industry sustained its growth
even amid the tough macroeconomic
conditions of 2016.

Our country ended 2016 to a backdrop

of tough macroeconomic developments.
Specifically, certain political events in our
region, most inevitably, had their economic
repercussions. Still, our country sustained
her economic growth in spite of the
negative developments experienced.

Despite these difficult economic conditions
and declined growth rate, our industry
secured a strong expansion in 2016 on

the back of its dynamics supported by the
young composition of the population and
increased awareness of insurance.

Based on year-end 2016 data published
by the Insurance Association of Turkey
(IAT), total premium production of the
overall insurance industry reached TL 40.5
billion; TL 35.4 billion premium production
that corresponds to 87.6% of the total
production figure was generated on non-
life branches. The rise in total non-life
premium production was a high 30% on a
year-to-year basis.

This increase was driven mainly by motor
TPL insurance. Regarded as the engine

of the industry in 2016, motor TPL and
motor own damage segments saw a
premium production growth of 79% and
11.2% on a nominal basis, respectively.
While the market share of motor own
damage insurance decreased by more than
three points to 17.4%, that of motor TPL
insurance shot up to 35%, translating into a
rise of approximately nine points.

For many years, motor TPL has been the
most problematic branch in terms of
profitability, and negatively affected the
industry’s technical profit/loss balance.
Despite the high rise secured last year,
profitability is still elusive in this branch.
Data for the first nine months of 2016
show a loss of TL 211 million for the entire
industry in the motor TPL branch. Yet,
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a comparison on the basis of half-year
reveals that the loss figure was reduced
by more than half over the course of
three months, which exhibits a relatively
positive trend. Among the contributors
to this outcome were the arrangements
introduced in April for compulsory motor
TPL insurance and the recently altered
methods of setting aside provisions.

We believe that the improvement trend
continued in the last quarter of the year,
as well.

On the other hand, we observe that the
high depreciation of TL last year reflected
negatively on our industry. This downside
was felt most heavily in the auto insurance
branch given the fact that the prices of
imported vehicles and spare parts are linked
to foreign currency.

Merging profitability and premium

production along the same axis, we
are successfully implementing our

sustainable business model.

In 2016, Anadolu Sigorta ranked second in
the sector with a total premium production
of TL 4.5 billion and 12.7% market share.
The rise in our premium production in the
same period was a significant 24.2%.

In terms of premium production by
branches, motor vehicle liability ranked
first with TL 1.5 billion that translated into
a 52% rise. Our company generated the
second highest premium production figure
in the motor vehicles branch with TL 899.4
million, which brought 14.6% market share.
Fire and natural disasters and illness/health
branches came in third and fourth places
with respective premium productions of
TL 756 million and TL 405,7 million.

We ended 2016 in leadership position
in motor vehicles, accident, watercraft,
marine, fire and natural disasters, and

general liability branches.

Total unconsolidated assets of Anadolu
Sigorta went up by 22% to TL 5,974 million

Anadolu Sigorta ended 2016
in leadership position in
motor vehicles, accident,
watercraft, marine, fire and

natural disasters, and general

liability branches.
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Message from the CEO

in the twelve months to end-2016, while
shareholders’ equity maintained its strong
level with TL 1,223 million. The real hike
was achieved in balance sheet profit. Our
net profit, which was TL 63.8 million in
2015, shot up by 37.7% to reach TL 87.9
million at year-end 2016. On the basis of
our consolidated balance sheet, the figure
is calculated as TL 102.1 million with a rise
of 36.2%.

The results we have posted also reflected
on our stock price on Borsa Istanbul. While
the overall rise in BIST 100 index was 8.9%,
the market capitalization of our company
was up 21.4% and reached TL 965 million.
Hence, we delivered our investors 12.5%
higher return compared to the overall stock
exchange.

Our benchmark of success is our ability
to satisfy our policyholders’ needs.

Our company is active in all non-life
insurance branches. Being the deepest-
rooted and pioneering insurance company
in Turkey, we are also introducing new
products in line with the market demands
and needs, in addition to our existing
product range.

Our customer satisfaction philosophy is

to realize our “never lose” principle in all
our implementations, and thus, respond to
insurance-related demands in the fastest
and in the most accurate manner, while
making our policyholders feel special for
having chosen Anadolu Sigorta.

To this end, we have launched new
products also during 2016:

+ “Anadolu Complementary Health
Insurance” designed for individuals
covered under the Social Security
Institution system but do not have a
private health insurance, which will allow
them to benefit from the healthcare
services offered at private hospitals at
advantageous terms,

12

- “Smiling Package Personal Accident
Insurance”, which now provides
assistance services in various health-
related topics including dental, eye care,
dietitian and psychological consultancy
in addition to personal injury suffered
due to unexpected external shocks, and
which also provides cover for risks that
may arise from terror,

+ "“Foreign National Health Insurance”,
which offers health insurance solution for
foreign nationals who have applied for
residence permit,

+ "Total Loss Motor Own Damage” or
“Plaza Motor Own Damage” products
developed to respond to diverse needs
and expectations for motor own damage
insurance.

Enriching our product range with new
products will remain among our priorities
also in the years ahead.

Digital transformation is in progress

While advancements in technology
transform the regular customer profile into
a different one that simultaneously uses
different channels, researches digitally, and
buys the desired product from a desired
seller upon comparing prices, the Internet
gains growing importance also in the
insurance industry as a significant channel
of access and sales.

Addressing digitization in a versatile
manner on the axes of products, channels
and business models, Anadolu Sigorta

has long been offering a large number

of diverse services via online and mobile
channels to its policyholders, ranging from
claims file tracking to premium payments
and assistance services.

Leading innovation in the insurance
business with ongoing investments in
technology, and standing out in the sector
by successfully capturing the customer
profile described above, our company put
into life yet another significant application.

We take pride in the fact that
“Bir Usta, Bin Usta” (One
Master, Thousand Masters)
has become one of the most
widely-known and most
admired social responsibility
projects in Turkey in the
seven years that passed since
the launch of the project.

Anadolu Sigorta Annual Report 2016
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Since its incorporation, Anadolu Sigorta has preserved its
identity as the leading company in the insurance industry and
made optimum use of its experience and know-how in a bid to
help flourish the industry and the national economy.

Our new application “My Policy is Ready”
enables users to issue their motor own
damage and motor TPL policies on all
digital media in the fastest manner by
entering minimum amount of information.

On the other hand, we deem achieving
maximum efficiency in the use of the
customer database infrastructure in
business processes as an important part
of the digital transformation strategy.
Within this context, we have initiated a
new project intended to ensure healthy and
efficient management of claims processes,
and to preclude abuse of auto claims files
and organized claims irregularities. Taking
place among the first examples of its

kind in the industry, this project is being
co-executed with FRISS, Europe’s leading
software company in this area. Once the
project is finalized, customer claims will
be automatically decided after undergoing
a systemic evaluation screening, and our
policyholders will experience the privilege
of receiving high quality claims service in
the fastest manner.

We have left behind seven years in our
project “Bir Usta Bin Usta” (One Master,
Thousand Masters).

While it is easy to launch responsibility
initiatives, it is difficult to ensure their
continuity. With the seventh series of
programs given in 2016, 35 different
courses have been offered in 35 cities in
total under our “Bir Usta, Bin Usta” (One
Master, Thousand Masters) initiative,
training nearly 700 prospective masters
in these programs. Course participants
graduated after receiving their course
completion certificates approved by the
Ministry of National Education, which
are equivalent to qualified instructor
certificates. While our courses serve to
prevent the vanishing of local crafts on
one hand, they also create employment
opportunities for young people on the
other. We take pride in the fact that “Bir
Usta, Bin Usta” (One Master, Thousand

Anadolu Sigorta Annual Report 2016

Masters) has become one of the most
widely-known and most admired social
responsibility projects in Turkey in the
seven years that passed since the launch of
the project.

We continue to grow with our
country...

Since its incorporation, Anadolu Sigorta
has preserved its identity as the leading
company in the insurance industry and
made optimum use of its experience and
know-how in a bid to help flourish the
industry and the national economy. Besides
this vast knowledge, our company has
always set an example with its corporate
structure and values. | am honored to have
taken over the CEO post of this select
company, and | bear the ambition and the
thrill to take the steps that will constantly

drive our industry and our company further.

Our primary goal as Anadolu Sigorta is
to render sustainable growth continuous
converging profitability and premium
production, and to be able to maximize
the benefits we deliver to all our social
stakeholders in general and to our
investors, employees and customers, in
particular, while achieving this goal.

I am confident that together we will sign
our name under even bigger achievements
as we move ahead to attain these targets
and | thank our employees who are the
most important assets of our Company, to
isbank for their continued support, to our
policyholders who helped grow Anadolu
Sigorta with their trust, to the bank
branches and agencies all over the country
for their strong cooperation, and to all
other stakeholders.

ilhami Koc
CEO

Our primary goal as
Anadolu Sigorta is to
render sustainable growth
continuous converging
profitability and premium
production.
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General Information

The Organization, Capital and Shareholder Structure of the Company

Organization Chart

Organization Chart

Corporate Governance Committee

Board of Directors

Coordination Department to the

Audit Committee

Board of Directors

Board of Auditors

Early Determination of Risk Committee

Chief Execu

tive Officer

ilhami Kog

Risk Management and

Internal Control Department

L

L

L

L

L L

14

1% Deputy Chief Executive Deputy Chief Executive Deputy Chief Executive Deputy Chief Executive Deputy Chief Executive Deputy Chief Executive
Filiz Tiryakioglu M. Metin Oguz M. Levent S6nmez Erding Gokalp Fatih Goren Mehmet Abaci
Agency
Relations : Claims Information
H and Sales — Mclgt:ralpti:;ar‘r;ce Cor%;a;imsel:':’fnce D/e-\c;l::r::t - Management — Technologies
Labor L Management P P P Department Department
apor Law Department
Adviser
Omer
7Ekmekgl | | Health Insurance Quality Legal lé‘;‘;:rn:ﬂﬂﬁgt?gg
| | Bank Insurance Department | Marine | Management || Affairs & || Technologies Software
Department Insurance Department Systems Subrogation D gl
Department Department evelopment
P Legal Department
Consultant | |
m | Health Claims Marketi SSnm;rr]n
uman Department arketing .
Resources P and Customer | Reinsurance a ::g?;l::at:lge .
and Training Management Department Department Project and Change
Department Department P — Management
Department
Regional Offices i
Southern Anatolia Procurement,
C Corporate Western Anatolia Risk Engineering Support and Non-Motor
- Communication 1 N m Claims
Department Marmara Department Construction Department
L-|  Central Anatolia Department
Middle Black Sea
Black Sea
Corporate Mediterranean
|| strategy and :(s;?]?kbgll || ;Iab!llf);i'Ak\g?tlon and || Msnag(:tment 1 (I;'Io_tor
Performance y pecial Risks Insurance eporting aims
Department Department Department
Management TRNC Branch

Fire and Engineering
Insurance Department

Anadolu Sigorta Annual Report 2016



General Information

The Organization, Capital and Shareholder Structure of the Company
Capital and Shareholder Structure

Disclosures on Preferred Shares

Capital and Shareholder Structure

48% of the shares of Anadolu Sigorta, a subsidiary of isbank,
are quoted on Borsa istanbul (BIST) Star Market.

Shareholder Structure (%)

W Milli Reasiirans T.A.S. 57.31%
Other 42.69%

Disclosures on Preferred Shares

No more preferred shares remained following the amendment to the Articles of Incorporation registered by the company
on 11 April 2013.

Capital Increases and Their Sources

There were no capital increases in 2016.

Changes in the Articles of Association during 2016

No changes were made to the company'’s articles of association during 2016.

Ratings

Credit Rating Notes

Fitch Ratings Rating Outlook
IFS BBB- stable
National IFS AA+ stable
Corporate Governance Rating

SAHA Kurumsal Derecelendirme Hizmetleri A.S. Rating

Corporate Governance Rating Note 9.30
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General Information

Governing Body, Executives and the Number of Employees

Board of Directors

Board of Directors

Caner Cimenbicer
Chairman

Hakan Aran
Deputy Chairman

ilhami Kog
CEO and Director

Kubilay Aykol
Director

Salih Karadurmus
Director

Hafiz Ekrem Kiirkgii
Director

Aysen Aygiil
Board of Directors Reporter
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General Information
Governing Body, Executives and the Number of Employees
Board of Directors

Kemal Emre Sayar Prof. Savas Taskent Cengiz Tezel
Director Director (Independent) Director

Assoc. Prof. Atakan Yal¢in Hasan Hulki Yal¢in
Director (Independent) Director

Information on Board of Directors Meetings:
During 2016, Board of Directors of Anadolu Sigorta met 12 times and held its 1213 meeting at the end of the year.
In eight of these meetings, a total of 13 members were absent due to their justified excuses.

Topics discussed in the meetings generally consist of the reports by the Board of Directors Committees and by the Board of Inspectors,
executive reports, proposals laid down for approval, informative memos, and working study reports that deal with the bank insurance
activities.

The meeting documents are distributed to the members approximately five days in advance of the meeting date.
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General Information

Governing Body, Executives and the Number of Employees

Board of Directors

Board of Directors

Caner Cimenbicer

Chairman

Born in 1952, Bursa , Caner Cimenbicer graduated from
the Business Administration department of the Faculty
of Administrative Sciences at Middle East Technical
University in 1973. He started his professional career

at Kog-Burroughs the same year. He joined isbank in
1974 as an assistant inspector trainee on the Board of
Inspectors. After holding various positions in the Bank, he
was appointed as Senior Executive Vice President in 1998,
and elected as Board of Directors member from 2005

to 2008 and the Chairman of the Board from 2008 to
2011. Appointed as the Chairman and Managing Director
of Anadolu Sigorta on 1 April 2011, Cimenbicer was
afterwards elected as the Chairman, on 25 March 2014.
Caner Cimenbiger served in various companies in the past
ten years. Mr. Cimenbicer was the Chairman of the Board
at izmir Demir Gelik Sanayi A.S. (1999-2005), Petrol

Ofisi A.S. (2000-2005) and Petrol Ofisi Alternatif Yakitlar
Toptan Satis A.S. (2005). He was Deputy Chairman at
Erk Petrol Yatinmlari A.S. (2003-2005), and Petrol Ofisi
Gaz iletim A.S. (2005), Board member at Avea iletisim
Hizmetleri A.S. (2003-2005) and Chairman of the Board
at Milli Reastirans T.A.S. (2008-2009). Mr. Cimenbiger
was elected the Chairman and Executive Board Director
at Anadolu Sigorta on 1 April 2014, and then the
Chairman on 25 March 2014.

Hakan Aran

Deputy Chairman

Born in 1968, Antakya, Hakan Aran graduated from

the Middle East Technical University, Department of
Computer Engineering in 1990. He started his career

at isbank as a Software Specialist Trainee the same
year, where he was appointed as an Assistant Manager
in 1999, and promoted to Group Manager position in
2002. He became Software Development Manager in
2005 and was finally appointed as Deputy CEO in July
2008. Having completed his MBA on scholarship from
Baskent University, Institute of Social Sciences in 2002,
Hakan Aran has a master’s dissertation titled “Process
Management and a Model on Information Technologies
Supporting Customer-Centric Approach to Banking”.
Hakan Aran is currently Chairman of Boards at SoftTech
AS. Is Net A.S. and Erisim Miisteri Hizmetleri A.S.

Mr. Aran was elected a Board Director at Anadolu Sigorta
on 29 Mart 2010, and then the Deputy Chairman on

25 March 2014.

Ilhami Kog

CEO and Director

Born in 1963, Mr. ilhami Kog graduated from Ankara
University, Department of International Relations

in 1986 and started his career at isbank as Assistant
Auditor. In 1994, he was appointed as the Vice President
in the Securities Department of isbank. Following the
foundation of Is Investment, he was appointed as the
Head of Capital Markets and Portfolio Management in
1997. In 2001, ilhami Kog moved to Is Private Equity as
the CEO. In 2002, he became the CEO of Is Investment.
Mr. Kog was promoted as the Deputy Chief Executive of
isbank in 2013. In 2014, he was elected as the Chairman
of the TCMA and became a Board Member at Borsa
Istanbul. As of 14 November 2016, he was appointed to
Anadolu Sigorta as CEO.

Kubilay Aykol

Director

Born in 1974, Bolu. Kubilay Aykol graduated from
Middle East Technical University (Faculty of Economics
and Administrative Sciences) department of Business
Administration. He began his career in 1997 at Turkiye
is Bankas, as assistant inspector at Bank's Board
Member of Inspectors. He was appointed Merter branch
as branch manager position. He become an assistant
manager in Retail Banking Marketing Department

in 2007. He promoted to group manager position in
the Retail Banking Marketing, unit of Micro Individual

18

Segment. Mr. Aykol was elected an Auditor at Anadolu
Sigorta on 29 March 2010, and then a Board Director on
27 March 2013.

Salih Karadurmus

Director

Born in 1958 in Erzin, Salih Karadurmus graduated from
Ankara Academy of Economic and Commercial Sciences
and joined isbank in 1983 as a clerk, where he later
served in various branches and departments. He became
Commercial Banking Sales Department Manager in
2013 and was appointed as SME and Business Banking
Sales Department Manager, a position he still holds.

A financial analyst and a cambist, Salih Karadurmus
previously served as a member on the boards of directors
of is Merkezleri Yénetim ve isletim A.S., is Faktoring A.S.,
Antgida Gida Tar. Tur. En.ve Dem. Celik San. ve Tic. AS.,
Camis Elektrik Uretim A.S. and Milli Reasiirans T.AS.. He
holds the member’s seat on the Board of Directors of
Anadou Sigorta since 24 March 2016.

Hafiz Ekrem Kirkcu

Director

1966, istanbul. Ekrem Kiirkgii graduated from Uludag
University / Education Faculty. He started his career as
officer at Is Bank Harbiye Branch. He was promoted to
Section Head and Sub Manager between 1995-2005 at
Beyoglu Branch, Assistant Manager between 2005-2008
at Central Operations Division. He was promoted to
Unit Manager the same year. Effective from September
2008 he became Division Manager at Foreign Trade
and Commercial Loans Operations Division. Mr. Kiirkgi
was elected a Board Director at Anadolu Sigorta on

24 March 2015.

Kemal Emre Sayar

Director

1976, Ankara. A graduate of TED Ankara College and
Industrial Engineering Department of the Middle East
Technical University, Kemal Emre Sayar completed

the graduate programs on Information Technologies

in Management(MS) at Sabanci University, and on
Economics and Finance(MA) at Bogazigi University. He
started his career in 1999 as an assistant internal auditor
for Tiirkiye is Bankasi A.S. Following his service at Change
Management and Strategy & Corporate Performance
Management departments, he was appointed to
Subsidiaries Department, where he still works as Unit
Manager. Mr. Sayar was elected a Board Director at
Anadolu Sigorta on 26 November 2015. He is also a
Board Director at Milli Re and Anadolu Hayat Emeklilik.

Prof. Savas Taskent

Director (Independent)

Born in istanbul, 1943, Prof. Savas Taskent graduated
from Faculty of Law at istanbul University. He started
his academic career in 1971 as an assistant in the
Department of Law of the Faculty of Basic Sciences

at Istanbul Technical University. He received his Ph.D.
degree from the Faculty of Law of istanbul University
and became assistant professor at istanbul Technical
University, Faculty of Management and associate
professor in the Department of Labour and Social
Security Law and professor in 1990 in the same faculty.
He also served as Deputy Dean and Vice Rector in the
same university. In 1982 and in 1987, he undertook
research studies abroad (at the Universities of Erlangen
and Heidelberg). Writing many articles and books on the
subject of labor law, he made translations from German
law into Turkish. Prof. Tagkent served also as the Head
of Major Discipline of Law at the Faculty of Business
Administration of istanbul Technical University. He
superannuated on 12 January 2010 and then continued
to lecture “Labor Law” and “Enterprise Law”. He was
appointed to Counselor position to Rector, regarding
law affairs as of November 2013. Between 1 April

- 19 September he served as the Dean of the Gedik
University Economic, Administrative and Social Sciences

Faculty. Prof. Taskent currently works freelance at the
Taskent Law and Consultancy company. Apart from
these, Prof. Taskent served as a Counselor to the Minister
at the Ministry of Labor and Social Security between the
years 1991-2000 and he attended the ILO Conference
held in Geneva as the Counselor to the Government
during the years 1991-2003. He was elected to isbank’s
Board in 2005, 2008 and 2011 respectively. He was
also appointed as a member of the Audit Committee in
March, 2008, the TRNC Internal Systems Committee in
June, 2009, and the Corporate Governance Committee
in February, 2013 at isbank. Taskent left his position at
isbank as of March 2014. Prof. Taskent was elected a
Board Director at Anadolu Sigorta on 16 April 2014.

Cengiz Tezel

Director

1962, Antalya. Cengiz Tezel has graduated from Freie
Universitat of Berlin, Germany and has a diploma in
Business Administration. His professional career has
started at isbank in 1986, as a team member at Berlin
Branch. He has become Money Market Dealer and
International Bond dealer at Head Office Ankara in 1991,
Assistant Manager responsible for Treasury at Isbank
GmbH Head Office Frankfurt/Main in 1995, Assistant
Manager at Isbank GmbH Frankfurt/Main Branch in
1998, Assistant Manager, responsible for Investment
Banking, Investment Funds & Public Relations at Isbank
GmbH Head Office Frankfurt/Main in 2006, Assistant
Manager responsible for Retail Banking at Balmumcu
Branch in 2007, Assistant Manager responsible for Retail
Banking at Galata Branch in 2008, Branch Manager at
Arapcamii Branch in 2008 and Branch Manager at isbank
Multinationals Branch (Corporate Branch) in 2012. He
currently holds this position. Mr. Tezel was elected a
Board Director at Anadolu Sigorta on 24 March 2015.

Assoc. Prof. Atakan Yalgin

Director (Independent)

Born in 1971, istanbul, Associate Professor Atakan
Yalgin is on the faculty of School of Economics and
Administrative Sciences at Ozyegin University. He
previously was on the faculty of Kog University and has
held visiting positions at Brandeis University and Boston
College. Dr. Yalgin received an MBA degree from Cox
School of Business at Southern Methodist University in
1996, and a Ph.D. degree in finance from Carroll School
of Management at Boston College in 2002. Dr. Yalgin has
taught courses in Investment Management, Derivatives
Securities and Financial Management. His research
interest is in empirical asset pricing and empirical aspects
of financial economics. His work has been published

in such journals as the Journal of Empirical Finance,
Journal of Banking and Finance, Journal of Financial
Research, Quarterly Review of Economics and Finance,
and the Journal of Marketing. Dr. Yalgin is a member

of the American Finance Association, Western Finance
Association, Financial Management Association and the
CFA Institute. Assoc. Prof. Yalgin was elected a Board
Director at Anadolu Sigorta on 27 March 2013.

Hasan Hulki Yalcin

Director

Born in 1964, Ankara, Hasan Hulki Yalcin holds a degree
in Economics from the Middle East Technical University
and a Master’s Degree in International Banking and
Finance from the University of Birmingham (UK).

After serving in various positions and capacities with
isbank for fourteen years, he joined Milli Re in 2003
and subsequently took part in a number of professional
training programs abroad. He has been appointed to
Milli Re as a member of Board of Directors and General
Manager on 16 January 2009. Hasan Hulki Yalgin is
also serving as a member of Board of Directors in the
Association of the Insurance Association of Turkey.

Mr. Yalgin was elected a Board Director at Anadolu
Sigorta on 24 March 2011.
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General Information
Governing Body, Executives and the Number of Employees
Declarations of Independence by Independent Members of the Board of Directors

Declarations of Independence by Independent Members of the
Board of Directors

25 February 2016

To: Anadolu Anonim Tiirk Sigorta Sirketi
Corporate Governance Committee

| hereby declare that | satisfy the criteria of independence pursuant to applicable legislation within the framework of the criteria covered
in the Communiqué on the Determination and Implementation of Corporate Governance Principles, and submit my candidacy as an
independent member of the Board of Directors of Anadolu Anonim Tiirk Sigorta Sirketi.

Yours sincerely,

2 ok

Prof. Savas Taskent

25 February 2016

To: Anadolu Anonim Tiirk Sigorta Sirketi
Corporate Governance Committee

| hereby declare that | satisfy the criteria of independence pursuant to applicable legislation within the framework of the criteria covered
in the Communiqué on the Determination and Implementation of Corporate Governance Principles, and submit my candidacy as an
independent member of the Board of Directors of Anadolu Anonim Tiirk Sigorta Sirketi.

Yours sincerely,

Assoc. Prof. Atakan Yalgin

Anadolu Sigorta Annual Report 2016
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General Information
Governing Body, Executives and the Number of Employees
Executive Committee

Executive Committee

ilhami Kog Filiz Tiryakioglu Mehmet Metin Oguz
CEO 1t Deputy Chief Executive Deputy Chief Executive

M. Levent S6nmez Erding Gokalp
Deputy Chief Executive Deputy Chief Executive

Fatih Géren Mehmet Abaci
Deputy Chief Executive Deputy Chief Executive
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General Information

Governing Body, Executives and the Number of Employees

Executive Committee

Ilhami Kog

CEO

Born in 1963, Mr. ilhami Kog graduated from Ankara
University, Department of International Relations

in 1986 and started his career at isbank as Assistant
Auditor. In 1994, he was appointed as the Vice President
in the Securities Department of isbank. Following the
foundation of Is Investment, he was appointed as the
Head of Capital Markets and Portfolio Management in
1997. In 2001, ilhami Kog moved to Is Private Equity as
the CEO. In 2002, he became the CEO of Is Investment.
Mr. Kog was promoted as the Deputy Chief Executive of
isbank in 2013. In 2014, he was elected as the Chairman
of the TCMA and became a Board Member at Borsa
istanbul. As of 14 November 2016, he was appointed to
Anadolu Sigorta as CEO.

Filiz Tiryakioglu

1%t Deputy Chief Executive

Agency Relations and Sales Management Department
Bank Insurance Department

Human Resources and Training Department
Corporate Communication Department

Corporate Strategy and Performance Management
Born on 26 June 1967 in istanbul, Filiz Tiryakioglu
graduated from Anadolu University, Faculty of Business
Administration, Department of Business Administration.
She started her career at Anadolu Sigorta as a Clerk at
the Fire Department on 16 September 1985. She rose
to Assistant Superintendent at the same department
on 1 January 1990. She was appointed to the Claims
Department on 1 February 1993 as Superintendent,
then rose to Chief Superintendent on 1 May 1996,
and Assistant Manager on 1 March 1998 at the same
department. She became a Manager at the Training
Department on 1 June 2000 and was then appointed
as the Human Resources and Training Manager on

1 August 2004. She was appointed as Deputy Chief
Executive Officer on 1 February 2008 and 1% Deputy
Chief Executive on 25 December 2013.

Mehmet Metin Oduz

Deputy Chief Executive

Regional Offices

TRNC Branch

Motor Insurance Department

Health Insurance Department

Health Claims Department

Born on 4 April 1959 in Canakkale, M. Metin Oguz
graduated from Middle East Technical University,
Faculty of Arts and Sciences, Department of Physics
and Mathematics, and holds a master’s degree from
Marmara University Institute of Banking and Insurance,
Department of Insurance. M. Metin Oguz began his
career at Anadolu Sigorta as a Clerk in the Accident
Department on 16 October 1985 and subsequently
rose to Assistant Superintendent on 1 February 1989,
Superintendent on 1 February 1992, Chief
Superintendent on 1 February 1995, Assistant Manager
on 1 May 1997, Manager on 1 March 1998, and Motor
Insurance Manager on 1 June 2002. Having served in the
last position until 31 July 2004, M. Metin Oguz became
a Deputy Chief Executive Officer on 1 August 2004.
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M. Levent Sénmez

Deputy Chief Executive

Marketing and Customer Management Department
Corporate Insurance Department

Marine Insurance Department

Risk Engineering Department

Liability Aviation and Special Risks Insurance
Department

Fire and Engineering Insurance Department

Born on 22 June 1962 in Ankara, M. Levent S6nmez
graduated from istanbul Technical University, Faculty
of Maritime Studies, Department of Marine Engineering
in 1985, got his master’s degree in “"Contemporary
Management Techniques” from Marmara University
& Maine University and completed the “SITC (Swiss
Re) Marine Insurance” program. Having participated
in various training programs in Turkey and abroad,

M. Levent S6nmez also holds “Chartered Insurance
Institute / London Dip. ClI” degree. He started his
career at Anadolu Sigorta as a Specialist at the Marine
Department on 1 May 1991 and continued working
with same title till 30 April 1996. He subsequently
rose to Specialist position on 1 March 1994, Chief
Superintendent position on 1 May 1996, Assistant
Manager on 1 October 1997, and Manager on

1 May 1999. M. Levent S6nmez has become Bakirkdy
Regional Manager on 1 June 2002 and Kadikdy Regional
Manager on 1 August 2004. He has been appointed as
Deputy Chief Executive Officer on 1 February 2008.

Erding Gokalp

Deputy Chief Executive

Actuarial Department

Quality Management Systems Department
Reinsurance Department

Procurement and Construction Department
Management Reporting Department

Born on 26 July 1967 in Ankara, Erding Gokalp
graduated from Kuleli Military High School and
Turkish Military Academy, Department of Business
Administration. He then got his master’s degree in
insurance from Marmara University, Institute of Banking
and Insurance. During his employment with Anadolu
Sigorta, he earned the Atatirk scholarship granted by
TSB (Insurance Association of Turkey) and pursued his
studies abroad. Having started his career at Anadolu
Sigorta as Specialist at the Marketing Department

on 1 May 1991, Erding Gokalp was appointed to the
Reinsurance Department on 23 September 1991, rose
to senior specialist position and continued working
till 30 April 1996 with the same title. He promoted

to Chief Superintendent position on 1 May 1996 and
to Assistant Manager position on 1 October 1997, he
was appointed to the Marketing Department. Erding
Gokalp was appointed to the Accident Department
on 26 December 1997 with the same title. He rose

to the position of Manager and was assigned to the
Reinsurance Department on 1 July 2001. Erding Gokalp
has been appointed as Deputy Chief Executive Officer
on 1 February 2008.

Fatih Goren

Deputy Chief Executive

Claims Management Department

Legal Affairs & Subrogation Department

Accounting and Finance Department

Motor Claims Department

Non-Motor Claims Department

Born on 11 November 1969 in Ankara, Fatih Goren
graduated from Ankara University, Faculty of Political
Sciences, Department of International Relations.

He worked as a Specialist at Retail Banking and
Agricultural Loans Departments at Ziraat Bank between
1991 and 1994. Having joined Anadolu Sigorta as

an Assistant Inspector on the Board of Inspectors

on 1 November 1994, Fatih Géren rose to Senior
Inspector on 1 November 1997 and grade 3 Inspector
on 1 November 1998. He was appointed as Assistant
Manager to the Accounting and Finance Department
on 1 June 2000, where he was promoted to Manager
position on 1 August 2004. Fatih Géren has been
appointed as Deputy Chief Executive Officer on

1 February 2008.

Mehmet Abaci

Deputy Chief Executive

Information Technologies Department

Information and Communication Technologies Software
Development Department

Project and Change Management Department

Born in 1967 in Ankara. Mehmet Abaci, graduated

from the Department of Metallurgical and Materials
Engineering, Faculty of Engineering at Middle East
Technical University in 1991. Starting his professional
career at isbank IT Department, as a Software Specialist
the same year, Mehmet Abaci, was appointed as
Assistant Manager in 1999, and Unit Manager in 2004.
He was promoted as Deputy Chief Executive Officer at
SoftTech in 2008, and became Solution Development
Manager and Project & Change Manager at isbank in
2010 and in 2011 respectively. Mehmet Abaci was
appointed as Deputy Chief Executive Officer of SoftTech
for a second term, on 1 January 2011. As of June 2012,
he took office at Anadolu Sigorta as Deputy Chief
Executive Officer.
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General Information

Governing Body, Executives and the Number of Employees

Heads of Units Under the Internal Systems

Average Number of Employees by Categories During the Reporting Period

Heads of Units Under the Internal Systems

Dr. ibrahim Erdem Esenkaya

Chairman of the Board of Inspectors

Born in 1969 in istanbul. ibrahim Erdem Esenkaya
graduated from istanbul University, Faculty of Political
Sciences, Department of Public Administration. He then
completed a master’s degree without dissertation in
the graduate program for the Management of Financial
Institutions at istanbul University, Faculty of Business
Administration, Institute of Business Administration. He
earned his master’s degree in Business Management and
Organization, and his doctorate degree in Accounting
and Auditing from the Institute of Social Sciences at
the same university. He continues his academic career
as assistant professor at istanbul Esenyurt University.
He started his career at Anadolu Sigorta as an Assistant
Inspector at the Board of Inspectors on 1 May 1995 and
continued till 31 May 2001. He was appointed to the
Accounting and Finance Department on 1 June 2001 as
an Assistant Manager and to Internal Audit Department
on 1 January 2005 as a Manager. ibrahim Erdem
Esenkaya has been appointed as the Chairman of the
Board of Inspectors on 1 June 2007.

Omer Altun

Risk Management and Internal Control Manager

Born in 1970 in Malatya. Omer Altun graduated from
Hacettepe University, Faculty of Science, Department
of Statistics. He began his career at Anadolu Sigorta as
a Clerk at the Accounting and Finance Department on
1 May 1997, where he subsequently rose to Specialist
position on 1 February 1998 and continued working
with same title till 30 November 2005 and then he rose
to Assistant Manager position on 1 December 2005.
On 1 February 2008, Omer Altun has been appointed
as a Manager to the Risk Management and Actuarial
Department, which was renamed to Risk Management
and Internal Control Department within the scope of
the restructuring of internal systems organization.

Average Number of Employees by Categories During the Reporting Period

Senior level managers 7
Managers 38
Consultants 3
Middle level managers 163
Specialists/Officers/Other employees 952
Total 1,163

22

Anadolu Sigorta Annual Report 2016



General Information
Financial Affairs and Actuarial Unit Managers

Financial Rights Provided to the Members of the Governing Body and Executives

Financial Affairs and Actuarial Unit Managers

Murat Tetik

Accounting and Financial Affairs Manager

Born in 1968 in Eskisehir, Murat Tetik graduated

from Istanbul University, Business Administration
Department (English) and started his career in our
company on 1 May 1997 as an Assistant Inspector

on the Board of Inspectors. He was promoted to
Senior Assistant Inspector on 1 May 2000, to Class

11l Inspector on 1 June 2001, to Class Il Inspector on

1 June 2003, and to Vice Chairman of the Board of
Inspectors on 1 August 2004. He was appointed as an
Assistant Manager to the Accounting and Financial
Affairs Department on 1 January 2005, where he rose
to the position of Manager on 1 February 2008. He is a
member in the Insurance Association of Turkey Financial
Accounting Inspection and Research Committee.

Taylan Matkap

Appointed Actuary/Manager

Born in 1978 in Antakya, Taylan Matkap graduated
from Ankara University, Department of Statistics and
completed his master’s degree in the Department of
Actuarial Science and Finance at Boston University. He
is currently pursuing his doctorate studies at istanbul
University, Department of Labor Economics and
Industrial Relations. He started his career at Anadolu
Sigorta on 1 December 2008 in appointed actuary/
manager position at the Actuarial Consultancy Unit, and
he has been transferred to the Actuarial Department
with the same title on 28 February 2011. During
2008-2016, in tandem with his post as the Secretary
General of the Actuarial Society of Turkey, Taylan
Matkap was responsible for improving the relations
with the Actuarial Association of Europe (AAE) and the
International Actuarial Association (IAA) on behalf of
the Society.

Financial Rights Provided to the Members of the Governing Body and Executives

Financial Rights

In the fiscal year ended on 31 December 2016, TL 6,499,105 in total has been provided
in remunerations and similar benefits to the governing body and senior executives such
as the Chief Executive Officer and Deputy Chief Executive Officers. Further details are
presented in the relevant section of financial notes.

Other Means

The expenses incurred for the members of the company’s governing body and senior
executives under other means such as business related entertainment and travels

amounted to TL 252 thousand.
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Our distinctive approach...

With our innovative approach, swift, uninterrupted and diversified
service capabilities, we make a difference and carry our pioneering
initiatives into the future.
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Research and Development Activities of the Company
Research and Development Pertaining to New Services and Business Activities

Research and Development Pertaining to New
Services and Business Activities

Targeting to further reinforce its strong foothold in the
industry with its digital insurance initiative, Anadolu Sigorta
continues with new product, service and insurance applications

development.

Within the scope of paperless insurance
initiative, proposal, policy, addendum,
renewal and informative forms issued by
any channel are signed electronically. In
addition, several documents in different
paper sizes provided in attachment to
the policy, such as General Conditions
booklets, were made into a booklet, and are
now being electronically sent as an email
attachment, or delivered to customers in
CD or USB format.

Furthermore, double-sided printing is
implemented for policies. Upon review of
the letters sent to customers, some have
been discontinued; each page thus saved
serves to help protect our forests and
reduces environmental pollution, water
and energy consumption during the paper
production process.

132 suggestions were received from

the employees through the suggestion
system that supports quality, constant
improvement and innovation at our
company. These suggestions were
evaluated, steps were taken in relation to
those deemed feasible, proposers were
rewarded and feedbacks were given to all
proposers regarding their suggestions.

Business Continuity Plans of a guiding nature
had been drawn up under the Business
Continuity Management System for
ensuring resumption of our company’s core
activities following a general or company-
specific disaster, persistance of the service
delivery needed by our customers as soon as
possible, and preservation of the company’s
reputation. These Plans have been revised in
line with the changes in company practices
and technology. With the objectives of
controlling the practicability of these plans,
being prepared in case of an incident, and
identifying our deficiencies, if any, so as to
undertake improvement and development
efforts, two Business Continuity desktop
drills based on two different scenarios were
conducted in January and October.
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As part of the company telephone
switchboard restructuring project, IVR
announcements were reformulated to route
the incoming calls to related units quickly
and efficiently, and prerecorded operator
audio was revamped with a professional
approach.

A new initiative has been introduced
named Customer Interaction Platform
(CIP), which will allow following-up

and handling demands and complaints
conveyed to the company through a
number of different channels from a single
point of contact.

Possible improvements and enhancements
for the regional organization have been
considered; accordingly, it has been
concluded that higher efficiency in sales
management would be achieved through
small sales points closer to our agencies
and customers, which are concentrated in
sales only and which are naturally mobile.
Hence, Gaziantep Sales Office began
operations under the Southern Anatolia
Regional Branch.

Organizational structuring of the head
office has been reviewed in light of sectoral
developments, changes in practices and
business conduct, and new requirements,
and reorganization has been undertaken
where deemed necessary.

Breaking new ground in the sector, the
company website began offering 24/7 live
health consultancy through video chat for
use by our health policyholders.

Motor TPL Insurance, Combo Motor Own
Damage Insurance and International Travel
Insurance policies can now be issued by
our digital channels with the "My Policy

is Ready” application. Also, International
Travel Insurance policies can be issued
using “Sigortam Cepte”, our mobile
application, which is another first in the
industry.

Corporate/commercial Internet branch
has been set up and produces marine
certificates.

“Welcome Agency Page” has been
introduced, which will allow our agencies to
easily handle their day-to-day transactions
and formalities. Using this application,
agencies are able to generate motor own
damage and motor TPL quotations and

to make the sale simultaneously, just by
entering the T.R. identification number
and plate number data. In addition,

the application gives access to renewal
tracking, customer record creation/update,
and publications, as well as enabling
notification entry and relevant steps for
other transactions without having to re-
enter the password.

In an effort to increase diversity of our
products and cater to demands for
comprehensive assurance needs, “Smiling
Package Personal Accident Insurance”

and “Personal Complementary Health
Insurance” products have been developed.
Under the Communiqué on Tariff and
Instructions Regarding Compulsory Personal
Accident Insurance for Mine Workers,
Compulsory Personal Accident Insurance
for Mine Workers has been introduced.

“Auto Claims Fraud Project” served to
increase the ratio of identified abuse files in
auto branches and to create the necessary
infrastructure for reducing total claims paid.

Under the “Price Optimization Project”
activities were carried out to give a
more efficient structure to the process
of commercial pricing of our Motor Own
Damage Insurance products.
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Company Activities and Major Developments in Activities

2016-2017 Primary Goals, Policies
Information on the Company’s Investments

2016-2017 Primary Goals, Policies

It is among the primary goals of Anadolu Sigorta to maintain

an emphatic social interaction and to touch the human in order

to manage the customer experience and all sales channels in

the most efficient manner.

Being Turkey’s deepest-rooted and most
experienced insurance company, our
mission is spelled out as helping create a
broad public awareness of insurance in our
country, leading the sector, and enhancing
the value of our company. Our vision is
defined as making Anadolu Sigorta the
insurance brand preferred by everyone who
needs insurance.

While leveraging our company and creating
a strong and successful performance are
considered as our historical duty, securing
a successful performance that is also
reflected on the financial results in order
to survive in the fiercely competitive
environment of the insurance sector has
been adopted as an inevitable necessity
in order to maintain our solid financial
strength and to keep contributing to the
national economy.

In keeping with this requirement,
maintaining our market share firmly while
achieving sustainable technical profitability
and targeting leadership in each branch

we engage in have been embraced as our
fundamental principles that make up our
core policy.

Our growth and profitability targets will

be backed by various customer value
propositions including practical and fast
service delivery, accessibility, understanding
needs to come up with the best fitting
solutions, and earning trust by ensuring
value for money.

Our brand reputation and our company's
robust perception in the sector will remain
as our key values we are committed to
preserve. Our primary objectives include
maintaining solid social relationships and
touching the people in order to optimize
management of customer experience and
all our sales channels.
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We will strictly exercise utmost sensitivity
in risk selection and correct pricing to
efficiently manage insurance underwriting
risk; while working to simplify processes
in order to increase the speed and
productivity of our operations, targets
will be tracked carefully, employing
performance and budget management
methods.

Training our employees, building on their
knowledge and skills will remain among
our priorities to secure a highly motivated,
professionally competent human resource
that uses technology actively.

The insurance industry is expected to be
the scene to higher use of digital tools

and digital business models. Accordingly,
investments will continue to be made into
digital technologies and business models
that will facilitate the tasks of all our
business partners and increase active and
proactive contact with all our customers
before and after sales. Other areas of
investment will include services that will
respond to our policyholders’ expectations.
Improving customer experience through
making use of digital means and increasing
productivity through efficient use of
technology gain the foreground among
the critical factors that will sharpen our
competitive edge.

In the period ahead, compulsory insurance
introduced by the government and
insurance receiving government support

are anticipated to keep driving the industry.

Although the arrangements introduced

by the regulatory authority in compulsory
traffic insurance, the most commonly
known product in the industry which is
also responsible for a substantial portion of
premium production, will likely somewhat
cutback the premiums that have adopted
an uptrend in the previous years, it is

an absolute necessity for the industry

to generate sustainable and reasonable
technical profit in order for it to maintain
solid reserves in this branch that has been
basically set up for the public interest.
Efforts for achieving increased awareness
of insurance and the diversity of insurance
products offered by the industry are the
other important points that should be
highlighted with respect to maintaining a
robust financial structure and support to
be lent to economic activities. Attaining
increased insurance ownership ratio and

in turn, higher penetration rate will be
enabled by the work of well-educated, well-
equipped sales channel representatives.
Therefore, we will continue to do our share
for securing certain service standards and
for guaranteeing the implementation of
ethical principles in the industry, and we
will proactively monitor the performances
of all our sales and service channels closely.

Information on
the Company’s
Investments

The company'’s outlays in 2016 amounted
to USD 9.97 miillion for projects

carried out for revising basic insurance
implementations, enhancing operational
efficiency within the scope of the
company'’s information and communication
technology investments. These projects are
detailed under the heading "Research and
Development Activities of the Company”.

Anadolu Sigorta Annual Report 2016



Company Activities and Major Developments in Activities
Internal Control System and Internal Audit Activities
An Assessment of 2016 by the Board of Inspectors

An Assessment of 2016 by the Board of Inspectors

Pursuant to the Regulation on the Internal
Systems of Insurance and Reinsurance

and Pension Companies, the internal audit
activity at our company is carried out by
the Board of Inspectors reporting to our
company'’s Board of Directors. The Board
of Directors reviewed and acquainted itself
with the 2016 Activity Report of the Board
of Inspectors.

In 2016, 27 headquarters units, 9 regional
branches and 1 branch adding up to 37
units in total were audited and the resulting
determinations and assessments were
reported.

Initiated in order to monitor the extent

at which the audited units fulfill the
requirements of the reports resulting from
the audits conducted, follow-up audits
continued to be carried out in 2016. A total
of 31 follow-up audits were conducted
during 2016, 13 of which resulted from
2015 audits.

Auditing of agencies persisted pursuant

to the Regulation on the Internal Systems
of Insurance and Reinsurance and Pension
Companies during 2016, and 648 agencies
were audited, and the results were
reported.

On the other hand, based on Articles 16/1
and 17/2 of the Regulation on the Internal
Systems of Insurance and Reinsurance
and Pension Companies, audits were
conducted at all of the agencies that
remain after eliminating those that were
dissolved during the reporting period from
the 2,529 agencies that were listed in the
audit programs approved by the Board of
Directors and planned to be audited in the
2014-2016 period.

Anadolu Sigorta Annual Report 2016

In line with the experiences derived from
agency audits, agencies were continued

to be assessed through scoring based on
the financial data for the past three years,
within the frame of efforts to further
expand and strengthen the central auditing
of agencies and to create early warning
systems that correctly identify and reveal
the risk elements in advance.

In 2016, 30 studies were completed: 11

investigations, 13 examinations and 6 other

studies.

As of year-end 2016, the Board of
Inspectors was staffed by 19 board
members consisting of inspectors and
assistant inspectors. With the aim to
support professional development of

the Board members and to expand their
professional knowledge, their participation
in various seminars, meetings and training
programs in Turkey and abroad have

been facilitated. In this frame, efforts
were carried on also in 2016 so that the
members of the Board of Inspectors obtain
nationally and internationally recognized
professional certificates.

Developments are carefully monitored to
ensure that the audits conducted and the
reports subsequently issued take account
of the “International Standards for Internal
Audit”, are risk-focused, provide assurance
for risk management and contribute
added value to our company and
necessary revisions and changes are made
accordingly.

The Board of Inspectors will keep carrying
out the activities within the context of the
internal audit program prepared, as well

as other activities outside of this scope,
based on the fundamental approach for
maximizing the benefits expected from
internal auditing.
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Company Activities and Major Developments in Activities
Internal Control System and Internal Audit Activities
Internal Control System and an Assessment by the Governing Body

Internal Control System and an Assessment by the

Governing Body

Pursuant to the provisions of the
“Regulation on the Internal Systems

of Insurance, Reinsurance and Pension
Companies” enforced upon its publication
in the Official Gazette issue 26913 dated
21 June 2008, the Risk Management and
Internal Control Department was set up
in a structure so as to be conducted and
administered directly by the CEO, and
vested in the powers and responsibilities
that will allow the Department to assess
the risk exposure and internal control
environment in an independent/impartial
and effective fashion. The Board Director
responsible for Internal Systems is also
responsible toward the Board of Directors
for the formation of the Department and
ensuring, monitoring and coordinating its
operability, adequacy and effectiveness.

The duties, powers and responsibilities of
the individuals charged with the operation
and activities of the Internal Control
system, and for conducting the activities
are defined in the relevant Operating
Guidelines released. The internal control
system is set up as a separate mechanism
independent from the internal audit
system, based on applicable legislation and
numerous references available in national
and international literature.

Centralized internal control activities do
not eliminate or modify, in part or in whole,
the relevant operational and supervisory
responsibilities of the employees who are

in charge of conducting and/or managing
these activities. The Board of Inspectors
separately oversees the effectiveness and
adequacy of the internal control system.

Within the scope of establishing an
effective internal control system that is
aligned with the nature, complexity and
risk structure of the company's operations;
duly and efficiently managing, mitigating
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and controlling the risks involved in the
company’s operations; and employing

a risk-focused approach to the conduct
and management of review, control,
monitoring, assessment and reporting
activities concerning the activities of the
company'’s units, all of the company's
key processes were schematized, and
risk-control matrixes detailing the control
points were prepared, thus completing the
system documentation.

A Contingency Action and Funding Plan has
been designed, which specifies the actions
to be taken in the event of a liquidity crisis
sustained by the company due to negative
market movements beyond its control,
unexpected macroeconomic events,
catastrophic or big-ticket claims payments
and other reasons.

With the aim to prevent the company’s
exposure to various perils of differing scales
(machinery breakdown, human errors,
theft, fire, explosion, state of war, sabotage,
natural disasters, terrorist acts, power
outages, etc.) and the losses resulting
therefrom, the Business Continuity
Management System has been set up to
recover as quickly as possible from the
interruption caused by such perils and to
enable resumption of key activities. Within
the scope of the Business Continuity
Management System, Headquarters
Emergency Response Plan, IT Continuity
Plan, Business Continuity Management
System Guidelines, Business Continuity
Plan and Incident Management Plan were
drawn up and published on the Electronic
Document Management System. The
operability of the said plans is tested at
certain intervals.

It was targeted to secure alignment with
COBIT (Control Objectives for Information
and Related Technology) in the execution

of information systems processes and
functions, and the relevant project
launched was finalized as at year-end 2012.
The following headings were addressed
under the COBIT Alignment Project for
Information Technology Governance and
Information Technology Processes:

+ Devising the Information Technology (IT)
Governance Model

+ Creating the Governance Processes

+ Formulating the IT Service Development
Processes

+ Developing the IT Service Delivery and
Operation Processes

+ Creating the IT Support Processes

+ IT Audit Management.

Accordingly, the Information Systems
Management Committee was set up, which
will report directly to the Executive Board
and will be responsible for IT strategy and
steering activities. The Information Systems
Management Committee was established
with the purpose of managing information
systems in alignment with the company's
strategic goals, establishing the policies,
procedures and processes for ensuring
information security, and efficiently
managing the risks arising from the use

of information systems. Basically the
Committee defines, assesses and reports on
the risks arising from the use of information
systems; creates the guidelines for the
management of these risks, establishes and
monitors relevant controls.

It has been considered that the internal
control policies and procedures introduced
and the internal control activities carried
out are aligned with the company’s nature,
the complexity of its operations and risk
structure, and possesses the minimum
elements of an efficient internal control
system.
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Company Activities and Major Developments in Activities

Information on
Associates

The de facto scope of Anadolu Hayat
Emeklilik A.S. covers engaging in individual
or group private pension activities; setting
up pension funds in this framework;
creating fund bylaws for the funds to be set
up; executing pension contracts, annuity
contracts, portfolio management contracts,
custody agreements with the custodian

for safekeeping of fund assets; and offering
individual or group life or whole life
insurance policies and accident policies in
connection therewith, as well as all sorts of
life policies, and carrying out reinsurance
operations in relation thereto.

The company has 20% stakeholding in
Anadolu Hayat Emeklilik A.S.

31 December Book Value Shareholding

2016 (TL) (%)
Anadolu Hayat
Emeklilik A.S. 427,420,000 20.0%

Repurchased Own
Shares by the
Company

None.

Disclosures
Concerning Special
Audit and Public
Audit

The company undergoes independent
audits conducted by the independent audit
firm, Akis Bagimsiz Denetim ve Serbest
Muhasebeci Mali Misavirlik Anonim

Anadolu Sigorta Annual Report 2016

Sirketi (KPMG) on its semi-annual financial
statements at six-month intervals and on
its annual financial statements annually,
as well as consolidation audits performed
by Isbank at the end of first and third
quarters of the year. Due to being an
associate of the Bank, the company is also
subject to the annual information systems
audits banks conduct at their consolidated
entities.

Lawsuits Filed
Against the
Company and
Potential Results

Lawsuits brought against the company and
their possible results are presented under
the heading “42 - Risks” in the notes to the
financial statements.

Disclosure of
Administrative or
Judicial Sanctions
Against the
Company and/or
Board of Directors
Members

During 2016, there were no penalties and/
or sanctions of material nature imposed
against the company and/or Board of
Directors members on account of acts in
violation of the legislation.

Assessment of Prior
Period Targets and
General Assembly
Decisions

All decisions adopted in the Annual General
Assembly meeting held on 24 March 2016
have been carried out.

Our company acts on the principle of
providing quality service and it has
preserved its leading position in terms
of market share in line with its targets
by furthering innovation and customer-
orientation concepts.

Expenses Incurred
in Relation to
Donations and
Grants and Social
Responsibility
Projects

Our company acts in awareness of its
social responsibility and spent TL 724
thousand during the reporting period. The
activities carried out within the frame of
social responsibility are detailed under
the heading “Commitment to Social
Responsibility”.
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Our contribution to a safe future...

With the future-oriented products offered, we play a part in our
individual customers’ building a solid and safe future.
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Expenses Incurred in Relation to Donations and Grants and Social Responsibility Projects

Commitment to Social Responsibility

Commitment to Social Responsibility

The objective of the project “Bir Usta Bin Usta” (One Master, Thousand

Masters) is to focus the public attention on vanishing crafts and local values, to
revive these crafts, and to be instrumental in letting professional craftsmen and
artisans pass on their experiences to the future.

Aspiring to crown its 85™ anniversary with
an extensive project in 2010, Anadolu
Sigorta designed a social responsibility
project aligned with the corporate strategy
and the expectations of the target
audiences. The project was named “Bir Usta
Bin Usta” (One Master, Thousand Masters),
perfectly corresponding to its scope and
content.

The objective of the project “Bir Usta Bin
Usta” (One Master, Thousand Masters) is
to focus the public attention on vanishing
crafts and local values, to revive these
crafts, and to be instrumental in letting
professional craftsmen and artisans pass on
their experiences to the future.

The project is conducted under the
technical advisory of the Ministry of
Culture, Research and Training Directorate.
During the course of the project, the
Ministry of Culture proposes cities and
city-specific crafts that are about to vanish,
identifies the NGOs, and guides Provincial
Directorates of Culture.
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Under the project, five cities and callings
are selected from among those proposed
by the Ministry of Culture every year, and
15 to 20 trainees receive training for each
vocation. The company aims to extend
support to 50 vocations and a total of
1,000 masters-to-be over the course of 10
years.

The project “Bir Usta Bin Usta” made its
debut with a press conference held on

10 June 2010. The project's scope for

its initial year covered five provisions

and five crafts which were Karagéz

(Turkish shadow play) Figuration of Bursa,
Meerschaum Carving of Eskisehir, Edirnekari
Art (traditional painting and varnishing

of wood or leather) of Edirne, Kutnu
(traditional silk-based cloth) Weaving of
Gaziantep, and Kazaziye (traditional jewelry
made with threads of gold or silver) of
Trabzon. Starting with these five provinces,
participants began receiving basic training
about the relevant craft in courses
organized by civil society organizations
designated by the Ministry of Culture.

In 2011 that marked the second year of
the initiative, the scope of the project was
defined as Kargi Cloth Weaving of Corum,
Silk Weaving of Hatay, Stone Working of
Mardin, Bone Combs of Sivas and Savatli
Silver Work of Van.

Under the project, IZ TV, a national
documentary channel, is producing the
documentary films of the crafts addressed
by the project, as well as a photographic
album of the courses.

In 2011, Anadolu Sigorta carried out a
special initiative with isbank concerning
microloans. In this context, isbank offers
microloans designed with special terms to
“Bir Usta Bin Usta” trainees. Accordingly,
“Bir Usta, Bin Usta” (One Master, Thousand
Masters) trainees, who have acquired the
necessary technical know-how during

the training, are able to utilize the loan
entailing special conditions designed by
isbank, by presenting the participation
certificates given at the end of the training.
In this way, Anadolu Sigorta lends support
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Commitment to Social Responsibility

Commitment to Social Responsibility

In 2016 that marked the seventh year of the project “Bir Usta
Bin Usta”, Wood Carving course was offered in Adana, Hot
Glass-making in istanbul, Felt-Making in Konya, Kamancheh
Making in Trabzon and Weaving in Poyrali Village in Kirklareli.

not only to vocational training, but also to
efforts aimed at helping the crafts survive.

In addition, a commercial film was also
developed in 2011 to help publicize the
project, which represented a significant
step towards conveying the initiative to
broad audiences.

Within the frame of the project Bir Usta Bin
Usta, third year courses were organized in
Mother of Pearl Inlaying in Ankara, Rug and
Carpetbag Weaving in Kars, Glassblowing
in Mugla, Earthenware Pottery in Nevsehir
and Woodblock Printing (on cotton or

silk) in Tokat in 2012, while the fourth
year courses included Wood Carving

in Kahramanmaras, Traditional Carpet
Weaving of Gérdes in Manisa, Needlepoint
Art of Namrun in Mersin, Basketry in Rize
and Hand Weaving of Karacakilavuz in
Tekirdag in 2013.
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In 2014 that marked the fifth year of the
project, courses were held in Tile Working
in Canakkale, Oltu Stone Working in
Erzurum, Art of Leather-Made Accessories
in Isparta, Art of Felt-Made Accessories in
izmir, and Amber Working in Sanliurfa.

In the sixth year, courses were organized
for Local Damal Doll Making in Ardahan,
Traditional Accordion Boot Making in
Aydin, Traditional Silver Threading in
Bartin, Puppet Making in istanbul, and
Wooden Walking Cane Making of Devrek in
Zonguldak.

The courses offered under the project “Bir
Usta Bin Usta” in 2016 included Wood
Carving in Adana, Hot Glass-making in
istanbul, Felt-Making in Konya, Kamancheh
Making in Trabzon, and Weaving in Poyrali
Village in Kirklareli.

Under the project, informative trips are
being organized for media members since
2010. Media trips to selected provinces
covered the courses offered in Edirne in
2010, Mardin in 2011, Nevsehir in 2012,
Rize in 2013, Sanliurfa in 2014, Bartin in
2015, and Adana in 2016.

Anadolu Sigorta collaborates with
TURMEPA (Turkish Marine Environment
Protection Association) to prevent marine
pollution and to contribute to the combat
against pollution. Based on the protocol
with TURMEPA, the Association that spends
efforts to clean the marine environment in
Turkey receives a share from the revenues
generated by the insurance coverage sold
to any type of vessel. The protocol for this
cooperation was signed in 2010.
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The Company’s Transactions with the Risk Group

Within the framework of the applicable
provisions of the Turkish Commercial

Code (TCC), our company is a subsidiary
of isbank Group. Pursuant to Article 199 of
the TCC, the company'’s Board of Directors
presented the declaration below in the
conclusion of the affiliation report issued in
relation to its relations with the controlling
company or an affiliate thereof:

During 2016 fiscal year, between our
company and our principal shareholder
Tiirkiye is Bankasi A.S. and/or other ‘Group
Companies’, there is no;

« transfer of receivables, payables or
assets,

+ legal transaction that may result in an
obligation, such as furnishing surety,
guarantee or endorsement,

+ legal transaction that may result in
transfer of profit.
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Commercial transactions the company
realized with its controlling shareholder
and other Group Companies during 2016,
which are detailed in the report, fall within
the company’s field of activity and were
carried out on an arm'’s length basis. In all
of the transactions the company realized
in 2016 fiscal year with the controlling
company and its affiliates, any and all legal
acts carried out in favor of the controlling
company or its affiliate with guidance
from the controlling company, and any
and all actions taken or avoided in favor of
the controlling company or its affiliates in
2016 have been reviewed according to the
conditions and circumstances known to us.
We hereby declare that our company did

not sustain any such loss on account of any

transaction arising according to conditions
and circumstances known in relation to
2016 fiscal year.

The company'’s transactions of a material
nature with the related parties during 2016
are presented in Note no. 45 under the
notes to the financial statements in the
present report.
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Summary Report by the Board of Directors

Dear shareholders

Before presenting the 2016 financial
statement figures covering the company’s
91 year of operation for your approval and
comments, we deem it useful to recap the
changes and developments in economic life
and the insurance sector.

Having started 2016 with the lingering
effects of the slowdown carried over from
end-2015, global economy failed to capture
the expected momentum over the course
of three quarters. The low global growth
rate was expressed also in the World
Economic Outlook released by the IMF in
October, and growth estimation for 2016
was revised downwards by 0.1% to 3.1%.
While the World Economic Outlook talked
about the negative effects of the Brexit
decision of 2016 particularly on developed
economies, it also underlined that some
recovery was observed in emerging and
developing economies in the reporting
period.

Although 2016 has not been as bright as
2015 for the US economy, growth was
attained in this period. Lagging behind

2% in the first two quarters, growth rate
gained momentum in the third quarter, and
reached 3.5%, surpassing the projections.
This recuperation in the third quarter
represents a course in alignment with the
“slow and stable” growth frequently stated
in the Fed’s meeting minutes. The US
economy is anticipated to register 1.9%
growth in the last quarter, and to finish the
year with an overall growth rate of 1.6%.
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Having to deal with hot topics like low
inflation and Brexit in 2016, the European
Union attained an annual growth of 1.6%
in the third quarter, driven by the domestic
demand that accelerated during the year.
The World Economic Outlook updated

by the IMF in January gave the estimated
year-end growth at 1.7%. On the inflation
side that makes up another significant
problem for the Eurozone, the targeted
2.0% remained elusive and the latest
November data showed the inflation rate
as 0.6%.

In 2016, the Turkish economy maintained
its positive course in spite of the negative
effects of the coup d'état attempt in July
and contracted tourism revenues on the
domestic front, and in spite of the external
conjuncture and geopolitical developments
on the international front. Having captured
respective growth rates of 4.8% and 3.1%
in the first and second quarters of the year
in connection with the higher domestic
demand in these periods, the Turkish
economy was unable to sustain its growth
streak of 27 quarters in the third quarter
when the Turkish Statistical Institute
(TurkStat) altered its methodology, and
downsized by 2.7%. While the Ministry of
Development estimated 2016 growth as
3.2% and projected the growth in 2017

as 4.4% in the medium term program it
has published, the IMF gave its forecasts
as 3.3% and 3.0% for the same years in its
World Economic Outlook.

After ending 2015 at 8.8%, the CPI
followed a fluctuating course during the
reporting period. The CPI took an upturn
in the first months of the year with the
effect of the rise in exchange rates and
food prices; although it recovered with
the positive impact lent by the food and
commodity prices in the second quarter,
the CPI began rising once again in the
third quarter and closed in on 9%. Despite
dropping down to 7% in the last quarter
of the year with the positive push of the
housing prices, followed by food and
household goods prices, the CPI closed the
year at 8.53% with the rise that gripped
almost all groups, thus, surpassing the
CBRT'’s inflation projection of 7.5%.

Growing employment in the labor market
that has been going on since 2007 has
continued in the first quarter of 2016;
however, unemployment rate was driven
upwards in the second and third quarters
by the economic slowdown, contracted
tourism, and increased labor force
participation. The unemployment rate
had two-digit numbers throughout the
year; although it went down to single-
digit figures in April and May, it turned
upwards in the following months, and was
11.8% according to the figures released in
October.

While the world insurance business holds a
positive outlook with respect to premium
increase, the performance of the insurance
industry failed to match the forecasts in
terms of profitability. The ongoing low
interest environment that dominated the
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developed countries in the aftermath of
the 2008 financial crisis bore a negative
impact on the financial statements of the
insurance industry, which mainly invests in
bonds. The rate cut by the UK Central Bank
in an effort to prevent economic slowdown
following the Brexit referendum of June
2016 negatively affected the expected
increase in investment income.

It can be suggested that reinsurance costs
floated low also in 2016 following suit

of recent years. In this vein, total capital
available to the worldwide reinsurance
market showed 4% increase in the first half
of 2016. This rise, however, lagged behind
the average rate of increase of 6.2% for the
2010-2015 period. The decelerated capital
increase runs in parallel to the slowing
trend in the decline of reinsurance prices.

In 2016, USD 50 billion was paid in claims
for insured catastrophe losses, which figure
is above the average cat-losses of the last
10 years that was USD 45 billion.

Regulatory sanctions and legislation made
the highlights of 2016 with respect to the
insurance and reinsurance market. Solvency
Il that entered into force in the EU
countries and C ROSS that was enforced

in China as of 1 January 2016 have been
the noteworthy events of the reporting
period for the insurance industry. The key
implications of the enforcement of these
regulations included heightened minimum
capital standards, regulated capital models,
reviewed catastrophe risk accumulations,
and further expanded review phases of risk
management.

Anadolu Sigorta Annual Report 2016

Total premium production by the overall
sector went up 30.5% year-over-year to
TL 40,487 million in 2016. Compulsory
motor TPL branch was the greatest
contributor to this rapid growth of the
industry, which saw a remarkable 79.1%
enlargement in its annual premium
production. Also striking was the fact that
the Motor TPL branch was almost double
the motor own damage branch in the said
period. According to 2016 data, the real
growth rate of the overall industry was
20.2%. In this period, non-life branches got
87.6% share out of the total production
with TL 35,448 million, whereas life
insurance had 12.4% share with TL 5,039
million. As at end-2016, nominal growth in
non-life branches was 30.0%. Forecasted to
be a tough year for the national economy
due to domestic and international
uncertainties, 2017 is anticipated to see
the insurance industry attain a two-digit
growth figure and to end the year with a
growth rate in the order of 10%.

Based on the data for the first nine months
of 2016 for the non-life segment, motor
vehicle liability branch that represents

the largest portion of the industry’s
market share posted a technical loss of

TL 64 million. In the motor TPL segment
that makes up a substantial portion of

this branch, on the other hand, the loss
figure went up to TL 211 million. Motor
vehicles (own damage) branch, i.e. the
other motor vehicle insurance branch,
registered a technical profit of TL 328
million. Following motor own damage, the
highest profit generators in the industry
were, in order, accident with TL 348 million,
general losses with TL 187 million, marine
with 122 million, and illness/health with
TL 116 million. Technical profit figure

for all branches combined was TL 1,009
million. Nonetheless, the effect of the
amount of TL 1,491 million needs to be
taken into account, which was transferred
from financial accounts to the industry’s
financial statements. At the bottom line,
non-life segment booked a profit of TL 830
million gross, and a profit of TL 592 million
net after taxes and other liabilities in its
financial statements for the first nine
months of 2016.

Looking at our company'’s financial standing
and operating results, our assets grew by
22% year-to-year to TL 5,974 million, while
premium production went up by 24% in
the same period to TL 4,484 million. Our
company also preserved its second place

in terms of market share in the non-life
segment on the back of the premium
growth it has achieved during 2016. Motor
vehicle liability branch claimed the biggest
share of our total premium production with
35%. This was followed, in order, by motor
vehicles branch with 20%, fire and natural
disasters branch with 17%, and illness/
health branch with 9%. The company
booked a profit of TL 111.2 million gross,
up 70%, and TL 87.8 million net, up 38%,
owing to the recovery in the motor TPL
branch in the technical division and to

the positive effect of the developments

in financial markets to financial accounts.
Moreover, when deriving the said profit, our
company was able to entirely reflect the
deferred outstanding claims provisions in
the amount of TL 222 million at the start of
the year to its financial statement.

In 2017, our Company targets to maintain
and further improve its production and
profitability performance, remaining strictly
adhered to leadership, innovation and
customer-focus concepts.
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39,8

51.6

Total Premium Production (TL thousand)

2016 eSS 4,484,060

2015 3,610,674

Premium Production Change
(TL thousand) 2016 2015 (‘i)
Accident 132,021 110,400 19.6
Illness/Health 405,694 328,342 23.6
Motor Vehicles 899,455 845,727 6.4
Aircraft 26,322 18,543 42.0
Watercraft 78,783 84,936 -7.2
Marine 81,973 70,902 15.6
Fire and Natural

Disasters 755,997 637,516 18.6
General Losses 318,983 298,821 6.7
Motor Vehicles Liability 1,580,540 1,042,780 516
Aircraft Liability 33,702 26,133 29.0
General Liability 140,549 122,875 14.4
Credit 1,554 1,333 16.6
Financial Losses 19,226 13,748 39.8
Legal Protection 9,261 8,617 7.5
Total 4,484,060 3,610,674 24.2
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Our sustainable services...

We are the first choice of our hundreds of thousands of customers
with our products. We are carving our place in the minds and in the
hearts as a leading, high-quality and sustainable service provider.

dis
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Having started 2016 with the lingering effects of the slowdown
carried over from the previous year, global economy failed to
capture the expected acceleration over the course of three

quarters.

Growth (%) 2015 2016 (E) 2017 (P)
Global 32 3.1 34
Developed Countries 21 16 19
USA 2.6 1.6 2.3
Eurozone 2.0 1.7 1.6
Japan 1.2 0.9 0.8
Developing Countries 4.1 4.1 4.5
China 6.9 6.7 6.5
Brazil -3.8 -35 0.2
Turkey 4.0 33 3.0

Source: IMF World Economic Outlook, January 2017

(E): Estimated, (P): Projected

The World Economy

Having started 2016 with the lingering
effects of the slowdown carried over
from end-2015, global economy failed
to capture the expected momentum
over the course of three quarters. Indeed,
the World Economic Outlook released
by the IMF stated that global growth
remained below the projections as at
the first half of 2016, and global growth
estimate was revised downwards by 0.1
points to 3.1% in the update published
in October. The report underlined the
negative implications of the 2016 Brexit
decision and the fact that the negative
repercussions of the future environment
of uncertainty stemming from this
outcome, particularly upon developed
economies, would live on. Although
observing some recovery in developing
countries in 2016, the report stressed
that existing risks persisted in other
emerging economies and particularly in
China. Assuming successful results from
the solutions introduced due to declined
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commodity prices and the resulting long-
going stagnation in the economic activity
of commodity exporting countries, the
same report suggested that both these
economies and the global economy would
actually capture momentum starting from
2017; in conclusion, the report projected
2017 global growth at 3.4%.

In 2016, growth took an upturn in the

US economy. After growing by 0.8% in
the first quarter, the US economy gained
momentum in the second quarter to
expand by 1.4%, and accelerated further
in the third quarter to 3.5%. Although

the negative impact of net export

income that has been going on for the
last 5 quarters came to an end, growth
failed to match the forecasts in the first
quarter due to slim positive effect lent
particularly by household consumption
outlays. In the second quarter, on the
other hand, negative investments kept the
growth at 1.4%, below the projections,
despite the plummeted consumer outlays.
Results for the third quarter show that

economy surpassed the anticipations
and grew by 3.5%, driven by exports
and private investments in this quarter.
This recuperation in the third quarter
represents a course in alignment with
the “slow and stable” growth frequently
stated in the Fed’s meeting minutes.
Based on the published estimated growth
data for the last quarter of 2016, the US
economy is anticipated to register 1.9%
growth in the last quarter, and to finish
the year with an overall growth rate of
1.6% for 2016.

In 2016, inflation, a significant indicator
that steers the Fed’s monetary policy,
followed a course that was more aligned
with the Fed's estimations, as opposed
to 2015. Inflation began escalating as

a result of total demand that picked up
particularly after the third quarter, and
of recuperated oil and energy prices,
and was registered as 1.6% annually as
at October. In the Federal Open Market
Committee (FOMC) meeting held in
November, emphasis was placed on the
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In 2016, the Turkish economy maintained its positive course
in spite of the impact of shrank tourism revenues and terrorist
attacks within the country, and external conjuncture and
geopolitical developments outside the country.

improvement observed in inflation as a
result of the developments in energy prices,
noting, however, that the point reached
was below the 2.0% mark, which was the
medium-term inflation forecast. According
to inflation data released in November
and December, energy prices kept pushing
inflation up and the annual inflation rate
was registered as 2.1% as at year-end
2016. On the unemployment front, which
is another determinant of the Fed's interest
rate policy that was a global topic once
again in 2016, the unemployment figure
declared as 5.0% in January dropped to
4.6% in November, its lowest in the past
nine years, and ended the year at 4.7%.
Consequently, in parallel with these
positive developments in inflation and the
labor market, the Fed increased its policy
rate by 25 basis points each from 0.25-
0.250 interval to the 0.50-0.75 interval in
its December meeting. In the said meeting,
the Fed also increased the projected
number of rate hikes for 2017 from two to
three.

Having entered 2016 with an agenda

that included low inflation, weak demand
and Brexit, the European Union showed

a moderate growth in the first three
quarters of 2016. While the Eurozone
growth rate was announced as 0.5% on

a quarterly basis and 1.7% on an annual
basis, the highest contributors to growth
were household outlays and private sector
investments, a situation considered as

a positive development. Although the

UK referendum of June that resulted in

a decision to exit the European Union

in contradiction to the anticipations
aggravated the risks in the area and the
pressure on the economy, the Eurozone
outgrew the estimates with a quarterly rate
of 0.3% and an annual rate of 1.5%. The
positive effect of domestic demand that
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gained momentum in 2016 that continued
in the third quarter paved the way for the
Eurozone to attain growth rates of 0.3%
quarterly and 1.6% annually in the third
quarter. The World Economic Outlook
updated by the IMF in January gave the
estimated year-end growth at 1.7%. On
the inflation side that makes up another
significant problem for the Eurozone,

low oil and commaodity prices apparently
reflected negatively. Annualized inflation
rate remained well below the ECB target of
2.0% in the first 11 months of 2016. The
latest November data showed the Eurozone
inflation rate as 0.6%.

Having abandoned export-driven growth
model in favor of consumption model, the
Chinese economy sustained its low growth
trend in 2016, which has been going on for
many years and negatively influencing the
global economy, as well. Having enlarged
by 6.7% in line with the estimates as at
the end of the first quarter, the Chinese
economy grew by 6.7% each in the

second and third quarters, with the push
of consumer outlays and large-scale public
projects in connection with expansionary
policies. Although displaying the lowest
performance of the past 26 years with
6.8% growth in the last quarter of the year,
the Chinese economy expanded in the
6.5-7.0 interval, which was the target of
the Chinese government. Implementation
of policies aiming at short-term economic
leaps by the Chinese government and the
debt stock climbing rapidly owing to these
policies aggravate the concerns hovering
over both the Chinese economy and global
economy. After the economic stagnation
in 2015, 2016 has marked the onset of
recovery in terms of economic growth

for Russia. Having shrunk 3.8% in the last
quarter of 2015, the Russian economy
narrowed down by 1.2% in the first quarter

of 2016, a figure lower than the forecast.
The effects of recuperated energy prices
starting from the second quarter, coupled
with the investments that turned towards
positive, drove shrinkage to 0.6% in the
second quarter and to 0.4% in the third
quarter, the lowest of the past seven
quarters. Lead estimates for 2016 indicate
that the Russian economy will perform
better than the anticipated 0.5% and will
narrow down by 0.2% on an annual basis.
The energy prices that still float low despite
this betterment in the Russian economy
increase the vulnerability of the economy.

The EUR/USD parity followed a quite
fluctuating course throughout 2016. The
Fed’s announcement following the rate
hike of end-2015 stated that medium-term
inflation and employment targets would be
observed for future hikes. Along this line,
the meetings held until November 2016
put emphasis on the moderate recovery

of the economy and improvement in key
indicators, however, cautious approach
persisted for rate hike. The lead indicators
that came in the last two months of the
year showed positive developments in
parallel with the Fed's anticipations, and
the policy rate was raised by 25 basis points
in the meeting held in mid-December. The
number of expected rate hikes that went
up from 2 to 3 as a result of the Fed's
statements and the expectations regarding
the restrictive policies anticipated to be
introduced by US president-elect Trump
caused the US currency to gain value in
view of other currencies. In addition, the
environment of uncertainty stemming from
the Brexit referendum held in June, as a
result of which the UK exited the European
Union, coupled with the political ambiguity
in Italy, put pressure on Euro, causing it to
depreciate against the US dollar. However,
loss of value was partially compensated
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Medium Term Program 2016-2019 Data

Years Growth GDP (%) Inflation Rate (%)
2016 3.2 75
2017 44 6.5
2018 5.0 5.0
2019 5.0 5.0

owing to the moderate recovery in the

EU economies in the period that followed.

After starting 2016 at 1.0858, EUR/USD
parity closed at 1.0517 as at year-end.

While the growth rate for 2016, during
which global economy pursued a volatile
course, is estimated to hit the lowest of
the past 15 years excluding the global
crisis experienced in 2008 and 2009, a
more optimistic growth expectation can
be mentioned for 2017, which will be
driven particularly by recovered oil and
commodity prices. Nonetheless, 2017
will obviously not be an easy year either,
because of a number of reasons, including
the obscurities surrounding the policies
to be pursued by the Fed and the new US
President, the potential effects of Brexit,
and the uncertainties in the Chinese
economy.
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The Turkish Economy

In 2016, the Turkish economy maintained
its positive course in spite of the impact

of shrank tourism revenues and terrorist
attacks within the country, and external
conjuncture and geopolitical developments
outside the country. Having grown by 4.8%
and 3.1% in the first and second quarters
of 2016 owing to the rise in domestic
demand, the economy’s performance
made Turkey the fastest growing economy
among developing countries, excluding
China and India. Turkish Statistical Institute
(TurkStat) revised its GDP calculation
method in accordance with the System

of National Accounts (SNA-2008) and
European System of Accounts (ESA-2010),
and began computing the growth figures
previously announced based on fixed

prices according to chain linked volume
index method. This revision brought along
changes such as addition of loss premiums
in the insurance industry, and development
of the workforce input approach in the
computation of unrecorded economy.

Actual growth rates according to the

new method were raised from the annual
2.1-4.2% interval to 4.8-8.5% interval.

As computed with the new method, the
Turkish economy narrowed down by 1.8%
year-to-year in the third quarter of 2016 in
connection with the coup d'état attempt in
July, and the contraction in the agricultural,
industrial and services sectors, and overall
growth for the full year was registered as
2.2%. While the “Medium Term Program
2017-2019" published by the Ministry of
Development estimated the annual growth
at the end of 2016 at 3.2%, growth figure
for 2017 was projected in the order of
4.4%.

In the World Economic Outlook (WEO)
published in October, the IMF had a more
pessimistic scenario regarding the growth
estimates for the Turkish economy than

in its previous report, and revised the
growth estimate as 3.3% for the first half
of 2016, which it had previously forecasted
as 3.8%. The report updated Turkey's
growth projection for 2017 downwards
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Standing at 8.8% as at end-December 2015, CPI rose at the
onset of 2016, a result of exchange rates and food prices, in
particular, but adopted a downtrend in the following months
with the positive effects of food and commodity prices.

from 3.4% to 3.0%. The reasons cited

for the downgrade were the increased
uncertainty environment created by the
terrorist attacks and coup d'état attempt.
In the January update of the WEO, on the
other hand, the IMF maintained its growth
estimates for Turkey unchanged, and
stated that the national economy slowed
down parallel to the declined tourism
revenues in 2016 and that the Turkish lira
has depreciated the most among emerging
country currencies.

Standing at 8.8% as at end-December
2015, CPI rose at the onset of 2016, a
result of exchange rates and food prices, in
particular, but adopted a downtrend in the
following months with the positive effects
of food and commodity prices. 7.64% as of
June, CPI went up to as high as 8.8% in July
especially due to the higher food prices and
the depreciation of the Turkish lira against
developed countries’ currencies. In August
and September, CPI decreased as a result
of continued progressive decrease in food
and clothing prices and registered as 8.1%
and 7.3%, respectively. However, the high
rises of October that came in food and
clothing group caused decelerated decline
as compared with the previous months. On
the other hand, October inflation rate was
7.2% because of the positive effect lent

by the housing group. Although inflation
dropped to its lowest since May at 7.0%
owing to the declined food and household
goods prices in November, it was 8.53% at
year-end 2016, ending the year above the
forecasts. In its World Economic Outlook
published in October, the IMF revised the
inflation rate in Turkey downwards from
9.8% to 8.4% for 2016, and from 8.8% to
8.2% for 2017.
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As a result of the differences that came
into being in global monetary policies, the
vagueness surrounding the Fed's rate hike,
US presidential election, the events in the
EU and Brexit during 2016, capital inflow
to developing countries among which
Turkey takes place lost pace, exchange
rates displayed higher volatility, and it has
been a difficult year for the CBRT to define
an internal policy with the added impact of
domestic uncertainties within our country.
The betterment in inflation during 2016
gave the CBRT a stronger stance with
respect to rate cut and the Committee's
meeting minutes included remarks

about the inception of simplification

steps starting from March. Accordingly,
simplification started with the reduction
of the marginal funding rate from 10.75%
to 10.50% in March; and was pulled down
to 8.25% as at September. In the same
timeframe, late liquidity lending rate

was decreased from 12% to 9.75%. The
improvement in inflation and the moderate
and stable expansion in growth observed
in the said period made the basis of the
CBRT's decisions. However, the Committee
suspended the simplification process in
October, underlining that macroeconomic
indicators would lose momentum from
the third quarter and exchange rate

and other costs might create a negative
effect on inflation. In keeping with these
statements, the CBRT raised the marginal
funding rate, which is the overnight
interest rate, by 0.25 points to 8.50% and
one-week repo tender rate by 0.50 points
to 8.00% in November in the Monetary
Policy Committee meeting, and kept the
interest rates unchanged in December,
citing that the moderate recovery trend
continued in economic activity with the
contribution of the partial recuperation
tendency in the fourth quarter, the positive
effect of increased demand in EU countries

anticipated to be reflected on exports, and
the support of incentives and measures.

Owing to the positive effect lent by energy
and oil prices, weak domestic demand,
low growth of the Turkish economy and
positive foreign trade, Turkey’s chronic
problem of high current account deficit
saw conjunctural improvement to some
extent, despite negative factors including
the constantly escalating terrorist acts

in neighboring countries, economic
financing of the resulting migration, highly
volatile exchange rates, dwindled tourism
revenues, and low trade volume resulting
from economic hardships experienced

by our major partners in trade led by
Russia. Hence, the current deficit, which
was USD 40.6 billion at end-September
2015, went down to USD 32.4 billion in
September 2016. While current deficit

hit its highest since November 2015 with
USD 33.8 billion in October due to the
negative effect of deteriorated balance of
services resulting mostly from decreased
tourism revenues and the increased foreign
trade deficit, it somewhat declined in
November owing to the positive effect of
higher exports upon foreign trade deficit,
despite the ongoing low course of tourism
revenues, and stood at USD 33.7 billion.
Although this betterment presents a
positive appearance with respect to the
fragility of the economy, the slowdown in
foreign funds and especially in direct
foreign capital inflows and the increase in
direct foreign capital investments made

in foreign countries suggest that this
positive outlook is not a permanent and
sustainable one that is rooted in structural
improvements.
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The deceleration in global trade and
depreciated Turkish lira led to decreased
foreign trade volume in 2016. In that
period, imports were worth USD 198.6
billion, whereas exports amounted to

USD 142.6 billion. The ratio of exports to
imports went up from 69.4% in 2015 to
71.8% in 2016. EU countries that represent
our country’s largest export destination
increased their share in our total exports
to 47.9%, up by 3.5% over its 2015 value.
Another factor that reflected negatively

on foreign trade balance was the tension
between Russia and Turkey, which began at
the end of 2015 and constantly worsened
during 2016. Hence, total exports, which
amounted to USD 3.6 billion in 2015,

shrank by 51.7% in 2016 to USD 1.7 billion.

There was a low rise in imports figures

in 2016, a result of lower energy prices,
along with domestic turmoil and reduced
domestic demand as a result of volatile
exchange rates. Imports of intermediate
goods that account for 68% of our total
imports figure slimmed down by 6.3%.
The Medium Term Program released by
the government projected that imports
and exports would increase and stand at
USD 214 billion and USD 153.3 billion at
the end of 2017, respectively.

The rise in employment that has been
ongoing since 2007 persisted in the

labor market as at the first quarter of
2016; however, economic slowdown,
shrank tourism and higher labor force
participation drove the unemployment
rate up in the second and third quarters. As
a result of these negative developments,
unemployment rate went up by 1.3 points
to 11.8% in October. The Medium Term
Program announced by the government
stated that the labor force participation
rate and employment rate would adopt an
upward parallel course in the 2017-2019
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period. Accordingly, the MTP estimated
that the unemployment rate as at the end
of 2016 would be 0.2 points higher than its
2015 value and come to 10.5% in line with
the deceleration after the second quarter.
The MTP predicted unemployment rates

of 10.2%, 10.1% and 9.8% for 2017, 2018
and 2019, respectively.

While the effects of the policies to be
implemented in the aftermath of the

US presidential election of November

are vague, the first signs indicating at

the introduction of protective economy
policies aggravate the tension in the
markets. 2015 conflict with Russia that

is on the verge of being resolved and

both global and local implications of the
decisions anticipated to be taken by the
Fed will be telling on defining the course
of the Turkish economy in 2017. Having
undergone recession in 2015 and 2016,
Russia is anticipated to gain momentum in
economic growth in 2017. This anticipation
was indeed stated in the IMF report, which
underlined that a potential recovery in the
Russian economy would also significantly
contribute to global growth. In addition,
tourism revenues and export volumes that
dwindled in the aftermath of the Russia-
Turkey crisis are expected to recuperate in
2017 upon resolution of the conflict. The
volume to be created in the money and
capital markets by the funds to be derived
with the transition to the Compulsory
Private Pension System (PPS) is expected
to contribute positively to economy. The
response of the foreign capital to the
outcome of the constitutional referendum
to be carried out in 2017 and in turn, its
impact on the economy rise as questions
that need to be answered. The vagueness
around the economy will be thickened

by Turkey's rating downgraded below
investment grade by Moody'’s and Fitch,

international rating agencies, citing the
high external financing need, increased
uncertainty regarding politics and security,
and declined growth rates as the reasons
for it. On the other hand, it is possible

that the Fed’s potential rate hikes in 2017
might negatively reflect on the Turkish lira
as on other currencies and adversely affect
investments. On the side of EU having the
largest share in our exports, the uncertainty
dominating the area after the Brexit and its
potential reflection on the EU and on global
economy are regarded as important factors
that might influence the performance of
the Turkish economy in 2017 on account of
foreign trade revenues.

Although the negative events summarized
above will live on in 2017, re-embarking
upon a high-growth period in 2017 and
thereafter looks possible when it is taken
into consideration that;

+ events specific to 2016 such as the
Russian crisis and the coup d'état
attempt will not be experienced,

+ mended political relations with Russia
would result in increased tourism and
exports revenues,

+ there is a possibility that the negative
occurrences in Iraq and Syria that
affected our economy quite badly in
recent years could be resolved.

Attainment of a growth rate above 4%, as
calculated in the Medium Term Program,
could reposition our country as a center of
attraction for foreign investments.
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Overview of the World and Turkish Insurance
Industries and Future Outlook

Looking at the total balance sheets of the past 5 years, less
than 40 companies were able to post technical profitability out

of the world's top 100 insurers.

An Overview of the World Insurance
Industry

After announcing it as 2.9% in January,

the World Bank lowered the 2016 global
economic growth rate estimate to 2.4% by
mid-year, a move that can be regarded as a
sign that the stagnation that followed the
financial crisis of 2008 is ongoing. While
growth projections for 2017 maintain a
mild optimism, Brexit referendum and the
unexpected result of the US election clearly
add to political ambiguity, which causes

a growing gap between optimistic versus
pessimistic growth scenarios.

It is claimed that the impact of the global
financial crisis that has been ongoing for
eight years plays a part in the uncertainty
of the political arena. This haziness is also
manifested in the migration of people
from the Middle East and Africa to the
first world countries, and the political
tendencies gaining strength in reaction to
this wave in the latter. The key reasons for
the African migration are cited as declined
agricultural production and water scarcity
due to climate change, despite which the
population keeps increasing rapidly. On
the other hand, political trends building up
as a result of the migrants issue in the US
and Europe are inclined not to consider the
fight against climate change as a priority.
To this backdrop, economic, human and
nature dynamics that add to political
obscurity apparently nourish one another.

Another outcome of the recently
strengthened political trends includes
initiatives seeking to have cross-border
trade deals canceled and weakened. The
possibility arises that economic growth
will also be affected negatively on a
global scale, in connection with declined
international trade volume.
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The forecasts for the future of the
insurance industry are positive in spite
of ongoing economic stagnation. In the
upcoming year, worldwide premium
income net of inflation is projected to
increase by 3% in real terms. In Western
European and North American markets
where economic growth is slower and
competition is intense, real increase is
expected to remain slightly below 2%.
Premium growth is anticipated to be 9.5%
in Asia, and 5.5% in the Middle East and
North Africa regions in 2017.

Although premium growth projections
seem positive, the profitability performance
of the insurance industry falls below the
anticipations. Looking at the total balance
sheets of the past 5 years, less than 40
companies were able to post technical
profitability out of the world’s top 100
insurers. The low interest environment
that dominated the developed countries in
the aftermath of the 2008 financial crisis
bore a negative impact on the financial
statements of the insurance industry,
which mainly invests in bonds. The rate
cut by the UK Central Bank in an effort to
prevent economic slowdown following the
Brexit referendum of June 2016 negatively
affected the increase expectations in
investment income.

In the next ten years, the growth in

global premium income is forecasted to
be slightly above the economic growth
values. According to projections, the
performance of the insurance industry in
developing countries will, in the long term,
run in parallel with the performance of the
economy, as it did in 2016. In the medium
term, it is expected that the economic
stagnation in developing countries such

as Brazil, Russia and South Africa will

be overcome and demand for insurance

products will pick up. Expansion of the
insurance industry in developed countries,
on the other hand, will likely not surpass
the average.

The companies engaged in life insurance
industry were also faced with negative
situations in relation to their financial
results due to low interest rates in a
number of countries in 2016. In 2017, life
insurance premiums are anticipated to
exceed the rise in the non-life segment,
and to increase around 5% in 2017; the
projected rate of increase for 2018, on
the other hand, is 4%. In addition, pension
products are predicted to sustain their
expansion in developing economies,
particularly in China.

Following suit of recent years, reinsurance
costs floated low also in 2016. However,
the reinsurance market was observed to be
somewhat more resilient as compared with
the past against price reducing factors in
the reinsurance renewals of 1 January 2017.
Nonetheless, Moody's predicted ongoing
downtrend in prices in 2017 and even

in 2018, citing the capital surplus in the
reinsurance sector as the reason in its
forecast of early 2017.

Total capital available to the worldwide
reinsurance market showed 4% increase in
the first half of 2016. This rise, however,
lagged behind the average rate of increase
of 6.2% for the 2010-2015 period. The
decelerated capital increase runs in parallel
to the slowing trend in the decline of
reinsurance prices.
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Non-Life Insurance Worldwide Premium Production

Real Growth (%)

2018* 2017+ 2016 2015 2014
World 3,0 2,2 24 3,0 2,7
Developed countries 1,9 1,3 1,7 25 1,8
Developing countries 6,7 57 53 49 6,4

* Projected

The reasons behind the relatively low
reinsurance prices included decreased
demand, as well as capital supply surplus.
In recent years, insurers gradually increased
efficiency in the use of their own capitals,
made use of scale economy through
making reinsurance purchases on the
basis of group of companies, and mergers
and acquisitions continued. All of these
combined resulted in declined reinsurance
need, which in turn restricted the
reinsurance demand also in 2016.

Because of the low interest rate
environment, insurance and reinsurance
industries remain attractive for the
investors, which precludes any capital
hardship. The lower cost and higher
availability of capital also reduced insurers’
need for reinsurance, thus causing
reinsurance prices to fall further.

Mergers and acquisitions in insurance and
reinsurance circles broke record in 2015,
and quadrupled over the previous year’s
figure. Although having lost pace, this
trend continued in 2016. According to S&P
Capital IQ data, 419 M&A transactions
took place in the first half of 2016, which
amounted to USD 9.1 billion in total.
Although these figures are significantly
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below than the 454 agreements worth UD
41.2 billion in the same period of 2015, it is
seen that mergers and acquisitions persist.
The key motivations that drive insurers to
M&A can be stated as lower capital cost
amid low interest environment, ability to
diversify risks by risk acceptances from
different geographies and branches, and
the desire to increase competitive strength
by decreasing unit costs thanks to growing
scale economy.

In 2016, catastrophe losses caused
economic losses of USD 175 billion, which
is higher than the catastrophe losses that
occurred in the preceding three years,

and closed in on the 2012 loss amount

of USD 180 billion. Although catastrophe
losses in 2016 were higher than those in
recent years, 2016 emerges as an average
year on the basis of long term.

USD 50 billion paid in claims in 2016 for
insured catastrophe losses was above the
average cat-losses of the last 10 years,
which was USD 45 billion.

The catastrophe that caused the highest
economic loss in 2016 was the 7.0 Mw
Kumamoto earthquake in April in Japan.
Out of the total loss of USD 31 billion this
earthquake caused, a portion of USD 6
million was insured.

Hurricane Matthew that hit the Caribbean
Sea and continental America in October
has been one of the most remarkable
disasters in the reporting period. Although
it was in the lowest category of the Saffir-
Simpson scale and its journey only partially
passed from the North America continent
(the eye of storm substantially remained
in parallel to the coastline over the ocean),
it caused a high economic loss of USD 10
billion, out of which USD 3.8 billion was
insured. This provided an important
example exhibiting the susceptibility of
the economic accumulation on the ocean
coast to the hurricane risk. Meteorologists’
warnings that global warming will increase
the frequency and severity of not only
hurricanes, but also of other disasters such
as drought and flood closely concern the
insurance industry.
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Overview of the World and Turkish

Insurance Industries and Future

Outlook

Total premium production by the overall sector went up 30.5%
year-over-year to TL 40,487 million in 2016.

Regulatory sanctions and legislation made
the highlights of 2016 with respect to

the insurance and reinsurance market.
Solvency Il that entered into force in

the EU countries and C ROSS that was
enforced in China as of 1 January 2016
have been the noteworthy events of the
reporting period for the insurance industry.
The key implications of the enforcement
of these regulations included heightened
minimum capital standards, regulated
capital models, reviewed catastrophe risk
accumulations, and further expanded
review phases of risk management. As a
result of these arrangements, reinsurance
demand is anticipated to see rise. This may
create a restrictive impact on the decline in
reinsurance prices in the period ahead.

The new capital adequacy regulations
introduced in the insurance industry might
possibly affect small insurers at a larger
extent than big insurance companies,

due to the former’s relatively weak
capitalization and analytical capabilities,
and increase their dependence on
reinsurance markets.
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An Overview of the Turkish Insurance
Industry and Future Outlook

Total premium production by the overall
sector went up 30.5% year-over-year to
TL 40,487 million in 2016. Compulsory
motor TPL branch was the greatest
contributor to this rapid growth of the
industry, which saw a remarkable 79.1%
enlargement in its annual premium
production. Also striking was the fact that
the Motor TPL branch was almost double
the motor own damage branch in the said
period. According to 2016 data, the real
growth rate of the overall industry was
20.2%. In this period, non-life branches got
87.6% share out of the total production
with TL 35,448 million, whereas life
insurance had 12.4% share with TL 5,043
million. As at end-2016, nominal growth
in non-life branches was 30.0%. Despite
entailing a number of unknowns, 2017 is
anticipated to see the insurance industry
grow around 10%.

Based on the data for the first nine months
of 2016 for the non-life segment, motor
vehicle liability branch that represents the
largest portion of the industry’s market
share posted a technical loss of TL 64
million. In the motor TPL segment that
makes up a substantial portion of this
branch, on the other hand, the loss figure
went up to TL 211 million. Following motor
own damage, the highest profit generators
in the industry were, in order, accident with
TL 348 million, general losses with TL 187
million, marine with TL 122 million and
illness/health with TL 122 million. Technical
profit figure for all branches combined was

TL 1,009 million. Nonetheless, the effect of
the amount of TL 1,491 million needs to be
taken into account, which was transferred
from financial accounts to the industry's
financial statements. At the bottom line,
non-life segment booked a profit of TL 830
million gross, and a profit of TL 592 million
net with the effect of taxes and other
liabilities in its financial statements for the
first nine months of 2016.

During 2016, two material regulatory
changes were made which may have
potential implications with respect to
financial statements. The Circular no.
2016/22 on Discounting the Net Cash
Flows Stemming from the Provision for
Outstanding Claims published by the
Undersecretariat of Treasury allows
discounting net cash flows that will result
from the provision for outstanding claims
that insurers calculate and set aside in
accordance with the insurance legislation.

The Circular no. 2016/37 on the Provision
for Unexpired Risks published by the
Undersecretariat of Treasury allows

the provision for unexpired risks to be
calculated according to the method
described in the circular in the motor
vehicles (own damage), compulsory motor
TPL (separately for compulsory traffic and
optional TPL sub-segments), and general
liability branches, since it has been noted
that the calculation method specified in
the Regulation gives results that are not
aligned with actuarial principles, and that
the calculations based on accounting year
produces significant differences between
periods.
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2016 2015

Branch Premium Production (TL) Prog;:ac:;/r: Premium Production (TL) Prog;::'e?yr: Cha?oie)
Accident 1,431,582,588 4.04 1,196,577,633 4.39 19.64
Illness/Health 4,226,078,010 11.92 3,436,530,446 12.60 22.98
Motor Vehicles 6,170,691,462 17.41 5,551,397,549 20.36 11.16
Motor Own Damage 6,170,691,462 17.41 5,551,397,549 20.36 11.16
Rail Vehicles 11,068 0.00 16,835 0.00 -34.26
Aircraft 105,544,386 0.30 75,365,723 0.28 40.04
Watercraft 177,523,623 0.50 176,889,820 0.65 0.36
Marine 549,455,622 1.55 534,078,929 1.96 2.88
Fire and Natural Disasters 4,827,636,262 13.62 4,391,225,608 16.11 9.94
General Losses 3,498,930,670 9.87 2,978,132,377 10.92 17.49
Motor Vehicle Liability 12,931,210,415 36.48 7,486,398,536 27.46 72.73
Motor Vehicle TPL 12,433,651,634 35.08 6,941,671,601 25.46 79.12
Aircraft Liability 128,611,351 0.36 123,098,712 0.45 4.48
Watercraft Liability 22,117,064 0.06 16,758,157 0.06 31.98
General Liability 816,065,370 2.30 758,010,417 2.78 7.66
Credit 171,623,322 0.48 185,239,267 0.68 -7.35
Fidelity 30,392,023 0.09 29,154,217 0.11 425
Financial Losses 234,860,838 0.66 226,583,127 0.83 3.65
Legal Protection 123,119,421 0.35 95,863,842 0.35 28.43
Support 2,535,191 0.01 3,165,708 0.01 -19.92
Total Non-Life 35,447,988,684 87.6 27,264,486,899 87.9 30.0
Total Life 5,038,808,257 124 3,761,410,730 121 34.0
Grand Total 40,486,796,941 100.0 31,025,897,629 100.0 305
Source: Insurance Association of Turkey
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Developments and Changes in

Legislation

Summary information about the key
changes in the legislation published during
2016, which concern the company's
operations and operating results, are
presented below.

Regulations

Regulation on Financial Reporting by
Insurance, Reinsurance and Pension
Companies (29 May 2016 — 29726)

Publication Date: 29 May 2016

The requirement to have year-end financial
statements published in two national
newspapers has been abolished.

Circulars

Circular on Premium Refunds in
Compulsory Motor TPL Insurance
(2016/2)

Publication Date: 12 January 2016

Pursuant to Article 11 of the Regulation
on Tariff Implementation Principles

in Compulsory Motor TPL Insurance,
entitlement to discount available to
individuals who have a policy that has been
terminated under applicable legislation

is required to continue for same type
vehicles. Entitlement to discount is
discontinued in the case of different types
of vehicles and a new policy is issued at
the 4t level; if premium rise is made for
the operator, the new policy resumes.
Circular no. 2016/2 states that policies for
which the operator’s discount entitlement
has not been applied in the framework
described and which have been issued

at the 4" level in the timeframe from

18 June 2014 until 30 September 2015
will be identified by Insurance Information
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and Monitoring Center and notified to
insurance companies. Insurers are required
to issue the appendices to apply the no-
claims bonuses earned, and effect premium
refunds to policyholders.

Circular on the Implementation of
Certain Articles of the Regulation on
Insurance Support Services (2016/3)

Publication Date: 15 January 2016

“Article 1 - Purpose and Scope” of the
Regulation excludes all kinds of consultancy
services. However, paragraph (f) of Article
4 that regulates the topics in which support
service outsourcing is permissible also says
“medical consultancy services in insurance
claims handling”. These two provisions are
contradictory; hence the circular clarified
this point and stated that paragraph (f) will
be implemented as a special provision as an
exception to the general rule. Furthermore,
it has also been clarified that banks, being
“agents”, remain outside the scope of
support services.

Based on the definition that the support
services provider in the regulation is an
“assistant in performance”, Article 2 of

the Circular explains that when insurance
companies refer the policyholder to an
institution, the same falls under the scope
of support service. It is understood that in-
network institutions and services should be
considered within this framework.

It has been clarified that insurance
companies should be performing the checks
to verify whether support services providers
satisfy the requirements.

Otbher articles introduce provisions
regarding notifications to be made to
Insurance Monitoring Center.

Circular on Policy Renewals in
Residential Areas Where Curfew is
Declared (2016/4)

Publication Date: 21 January 2016

The section titled “insurance agreements
not renewed on time” in the Regulation
on Tariff Implementation Principles in
Compulsory Motor TPL Insurance includes
the provision that “for each 30-day period
the vehicle operator fails to make renewal
from the expiration date of the insurance
contract, the premium will be calculated
with 5% increments, up to 50%, for the
following insurance contract”.

The Circular no. 2016/4 on Policy Renewals
in Residential Areas where Curfew is
Declared issued by the Undersecretariat of
Treasury, states that surcharge will not be
applied to renewals of Compulsory Motor
TPL Insurance policies in the event that
policy renewal time coincides with the said
curfew declaration time, limited to such
period of time, for operators domiciled in
provinces where curfew is in place.
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Circular Amending the Circular no.
2015/11 Dated 6 May 2015 Regarding
Risk Examination to be Performed
Within the Scope of Compulsory
Personal Accident Insurance for Mine
Workers (2016/5)

Publication Date: 22 January 2016

Article 9 of the Circular no. 2015/11 has
been amended; hence, operators who have
requested a policy from the insurance
company but have not had a policy issued
because of nonpayment of premiums or for
another reason must be notified in writing
by the respective insurance companies

to the Ministry of Energy and Natural
Resources and Ministry of Labor and Social
Security. In addition, Article 13 of the
Circular no. 2015/11 has been modified;
accordingly, in the event the policy is
terminated before expiration, the insurance
customer will be given pro rata premium
refund; risk examination fee will also be
determined pro rata, and this amount can
be set-off from refunded premium.

Circular on Reinsurance Contracts
(2016/7)

Publication Date: 22 February 2016

The circular reminded that the terms

in effect or the terms of the related
reinsurance contracts must be taken into
account in the calculation of reinsurer share
in technical provisions, along with relevant
penal sanctions.
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Circular Amending the Circular No.
(2015/32) on Repair Shop Reference List
(2016/8)

Publication Date: 22 February 2016

The Circular published set forth that in-
network service shops subject to evaluation
will be removed from the list of in-network
service shops in the event that the
conditions listed in the Circular materialize.
It is underlined that insurance companies
will not work with removed service shops
as in-network service shops.

Circular on Reports to be Issued
Under Article 12 of the Regulation
on Information Provision in Insurance
Contracts (2016/9)

Publication Date: 25 February 2016

The information requested in Table | and
Table Il attached to the circular is currently
being submitted to the Undersecretariat
of Treasury at quarterly intervals; the
information in Table Ill also started to be
required as of 1 March 2016. Although
Table 11l requires complaints about
insurance intermediaries broken down

as finalized in favor of or against the
individual, it also requires the names of 5
agencies/brokers that have been subject
to complaints the most by branches.
Accordingly, the report to be submitted
must make this distinction.

Circular Amending the Circular on
Outstanding Claims Provision (2016/11)

Publication Date: 29 February 2016

The minimum pass-through rate to be used
while descending the amount resulting
from the IBNR calculation in the balance
sheet has been revised with respect to
quarterly periods. Descending 100% of

the IBNR amount has been postponed to
end-2019.

Circular Amending the Circular on
Premium Refunds in Compulsory Motor
TPL Insurance (2016/13 - 2016/26)

Publication Date: 25 March 2016

Article 5 of the Circular no. 2016/2 on
Premium Refunds in Compulsory Motor TPL
Insurance has been amended; accordingly,
insurance companies will notify premium
refunds to be made to right holders

and the results of level corrections to
Insurance Information and Monitoring
Center (IIC) until 30 June 2016, upon

which 1IC will forward these results to the
Undersecretariat until 15 July 2016.

If the premiums that are required to be
refunded under applicable legislation are
statute barred, then action will be taken
pursuant to the Regulation on Unclaimed
Monies by Right Holders under Insurance
Policies Governed by the Provisions of
Private Law.

Circular Amending the Circular no.
2014/8 on the Implementation of
Insurance Agencies Regulations
(2016/15)

Publication Date: 13 April 2016

The Circular sets 17 July 2016 as the
enforcement date of the requirement for
the agency to inform the policyholder, in
the event the share an agency holds in

an insurance company exceeds 10% or
vice versa, as well as of the obligation for
legal entity agencies to have one technical
personnel registered in the Insurance
Agents Roster.
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Developments and Changes in Legislation

Circular on Health Insurance to be
Obtained for Visa and Residence Permit
Applications (2016/16)

Publication Date: 10 May 2016

The Circular sets out the conditions of
the health insurance to be obtained for
residence permits to be taken under Law
no. 6458 on Foreigners and International
Protection.

Circular on Cancellation of Credit-Linked
Compulsory Earthquake Insurance
Policies in case of Withdrawal from the
Credit Agreement (2016/17)

Publication Date: 10 May 2016

The Circular sets out the cancellation
terms of policies from their inception in
Compulsory Earthquake Insurance policies
issued in connection with housing finance
loans, in the event of withdrawal from the
credit contract as of 1 January 2016.

Circular on the Implementation of
Regulation on Compulsory Insurance
Tracking (2016/18)

Publication Date: 24 May 2016

With the Circular, Compulsory Motor TPL
Insurance was included under the scope of
the Regulation on Compulsory Insurance
Tracking.

Circular on Discounting Cash Flows
Arising from Outstanding Claims
Provision (2016/22)

Publication Date: 10 June 2016

According to the Circular on Discounting
Net Cash Flows Arising from Outstanding
Claims Provision, which was published

by the Undersecretariat of Treasury on
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10 June 2016 and whose effective data was
30 June 2016, insurance companies will be
able to discount the net cash flows that will
stem from the outstanding claims provision
that they have calculated and set aside in
accordance with insurance legislation in
line with the terms and conditions set out
in the Circular.

Circular on Insurance Arbitrators and
their Required Professional Experience
Pursuant to the Regulation on
Arbitration in the Insurance Business
(2016/23)

Publication Date: 22 June 2016

According to Article 13(d) of the Regulation
on Arbitration in the Insurance Business,
having worked for an insurance company
does, on its own, not satisfy the experience
condition required of insurance arbitrators.
Since the experience condition requires
expertise in insurance technique, the
Circular describes the situations that do
not satisfy this experience although having
worked in connection with an insurance
company. In addition, the Circular sets
forth the break time from the insurance
business mentioned in Article 13(¢) of the
Regulation to be 5 years.

Sector Announcements

Sector Announcement on Unexpired Risk
Provision Account (2016/1)

Publication Date: 2 February 2016

The sector announcement stated the need
to calculate also the outstanding claims
provision within the data set used by

the actuary in the current period in the
calculation of the unexpired risks provision.

Sector Announcement on Distribution
of Profit for the Period Resulting from
Deferring IBNR Increases Over the Years
(2016/2)

Publication Date: 17 March 2016

The sector announcement no. 2016/2
stated that companies using gradual
transition in IBNR calculation should take
not the profit descended in their financial
statements, but the pass-through rate as
100% when making period-end dividend
distribution, and that dividend distribution
should be based on this amount. The
profit that will result from the use of a
pass-through rate must be retained by the
company.

Personal Data Protection Law no. 6698
Publication Date: 7 April 2016

The purpose of the law is to protect
individuals’ basic rights and freedoms in
general, and privacy in particular in the
processing of personal data, and to set
out the principles and procedures to be
abided by real and legal persons handling
personal data. Within this frame, the law
covers some general provisions regarding
obtaining express consent, and fulfillment
of certain conditions for processing data,
terms of processing personal data of a
private nature, the obligation to provide
information, and appointment of a
responsible data representative and so
on. The law wording includes provisions
of a general/principle nature, and
implementation principles and procedures
are expected to be set out by subordinate
legislation to be published.
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Sector Announcement on Calculation
of Loss Resulting from Traffic Accidents
in Turkey Involving Incoming Foreign
Nationals (2016/3)

Publication Date: 19 April 2016

The sector announcement no. 2016/3 sets
out that compensation that will result
due to permanent disability or death of
incoming foreigners will be calculated on
the basis of the minimum wage in our
country, in the event that no document
certifying taxed income can be presented.

Sector Announcement for Non-
Commitment of Portfolio by Insurance
and Reinsurance Brokers (2016/7)

Publication Date: 10 May 2016

The sector announcement reminded that
no production commitment should be
given or no targets should be specified
by insurance and reinsurance brokers

in protocols they make with insurance
companies, and announced that revisions
should be made by way of additional
protocols.

Sector Announcement on Unclaimed
Monies by Right Holders under Insurance
Policies Governed by the Provisions of
Private Law (2016/8)

Publication Date: 16 May 2016

The sector announcement stressed that the
announcement/notification and transfer
process of receivables that will be statute
barred must be completed by the specified
dates.
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Sector Announcement on the
Amendment to Health Insurance General
Provisions (2016/12)

Publication Date: 15 June 2016

The announcement determined the terms
for making alterations in Health Insurance
General Conditions.

Sector Announcement Regarding
Compulsory TPL Insurance Within the
Scope of Compulsory Insurance Tracking
(2016/13)

Publication Date: 23 June 2016

The announcement stated that it is crucial
that TPL Insurance premiums are at levels
affordable by policyholders, and the pricing
difference in quotations submitted or in
policies issued to policyholders with the
same/comparable risk profiles should be
explicable. It also stated that insurance
companies should be consistent in the
determination of premiums, and that
compliance with principles is closely
monitored by the Undersecretariat on the
basis of proposal and policy data before
the lIC.

Sector Announcement on Motor Own
Damage Insurance Coverage (2016/15)

Publication Date: 18 July 2016

The announcement introduced the
arrangement that claims of citizens that
sustained losses in the aftermath of the
uprising of July 15 will be fully covered.

Sector Announcement on Residential
and Business Place Insurance (2016/18)

Publication Date: 28 July 2016

The announcement introduced the
arrangement that claims of citizens that
sustained losses in the aftermath of the
uprising of July 15% will be fully covered.

Sector Announcement Amending
Sector Announcement on Termination
of Compulsory Motor TPL Insurance
(2016/24)

Publication Date: 31 August 2016

The sector announcement set out the
provisions in relation to cancellation of TPL
policies at the request of the policyholder.

Sector Announcement Amending the
Sector Announcement no. 2016/11 on
the Creation of a Quotation Screen

in Compulsory Motor TPL Insurance
(2016/26-2016/28)

Publication Date: 2 September 2016

The sector announcement no. 2016/26
dated 2 September 2016 required that
the system that will allow citizens to
get a TPL quotation via the Insurance
Information and Monitoring Center (1IC)
be set up and the relevant implementation
be introduced as of 20 October 2016.
The sector announcement no. 2016/28
dated 19 September 2016 issued by
the Undersecretariat of Treasury, on

the other hand, required that “Renewal
Quotation” step be introduced as of

30 September 2016.
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An Assessment of Anadolu Sigorta in 2016

Total premium production by Anadolu Sigorta went up 24.2%
to TL 4,484 million in 2016. Motor vehicle liability branch
commands the highest share within the total portfolio with

35.2%.

Breakdown of Premium Production by Branches (%)

Accident

Illness/Health

Motor Vehicles

Aircraft

Watercraft

Marine

Fire and Natural
Disasters

General Losses

Motor Vehicles
Liability

Aircraft
Liability

General
Liability

Credit

Financial
Losses

Legal
Protection
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2,9
e 0,0

¥

m 18

m 18

I 16,9

35,2

= 0,8

0,0

0,4

0,2

Anadolu Sigorta is an insurer active in non-life branches,
which include accident, illness/health, motor vehicles, aircraft,
watercraft, marine, fire and natural disasters, general losses,
motor vehicle liability, aircraft liability, general liability, credit,
financial losses and legal protection.

Premium Production and Technical Results

In 2016, direct premium production of Anadolu Sigorta reached
TL 4,302 million; including the reinsurance premiums received
in the amount of TL 182 million, total premium production
came to TL 4,484 million.

With 35.2%, motor vehicle liability branch commands the
biggest share of the total portfolio. This is followed by motor
vehicle, fire and natural disasters, and illness/health branches.

Anadolu Sigorta Annual Report 2016



Financial Status
Financial Information and Indicators
An Assessment of Anadolu Sigorta in 2016

Premium Production in 2015 (%)

Accident

110,400

Illness/Health mmmm 328 342

Motor Vehicles munee————— 845 727

Aircraft

Watercraft

Marine

Fire and Natural

Disasters

1 18,543

= 84,936

= 70,902

s 637,516

General Losses mmmmm 298 821

Motor Vehicles
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Total
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1 26,133
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I I E BN 3,610,674
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Premium Production in 2016 (%)

Accident 132,021
Illness/Health e 405,694

Motor Vehicles e 3900 455

Aircraft 126,322
Watercraft m 78,783
Marine m 81,973

Fire and Natural

—
Disasters 755,997
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Motor Vehicles

Liability 1,580,540
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Total I 1 0§ 4,484,060
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An Assessment of Anadolu Sigorta in 2016

Accident

Premium production in the accident branch was up 19.6% year-
on-year and amounted to TL 132,021 thousand in 2016. Claims
paid in this branch totaled TL 24,271 thousand. The accident
branch booked a technical profit of TL 49,380 thousand in 2016,
translating into a year-on rise by 6.7%.

Premium Production (TL thousand)

2016 eSS 132,021

2015 110,400

Claims Paid (TL thousand)
2016 S 24,271

2015 15,735

Claims Ratio (%)
2016 eeessssssssssssssesesssssssss 30,1

2015 23.8

Technical Profitability Ratio (%)
2016 ES—eeEEESEEESEEESEESSS———  37.7

2015 42.3
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IlIness/Health

In 2016, premium production on illness/health branch grew 23.6%
year-on-year and amounted to TL 405,694 thousand, while claims
paid totaled TL 321,545 thousand. After posting a technical loss

in 2015, the illness/health branch booked a technical profit of

TL 2,294 thousand in the reporting period.

Premium Production (TL thousand)

2016 eeessssEEEEEEEEEEEsssessssssmm 405,694

2015 328,342

Claims Paid (TL thousand)

2016 S 321,245

2015 265,107

Claims Ratio (%)

2016 Eeeeessssssssssssesesssssss 814

2015 86.1

Technical Profitability Ratio (%)

2016 mm 06

2015 -4.7
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Motor Vehicles

Premium production on motor vehicles insurance went up by
6.4% year-on, amounting to TL 899,455 thousand. Claims paid in
this branch in the same period went up by 10.9% to TL 614,146
thousand. After posting a technical profit of TL 67,264 thousand
in 2015, the branch registered a technical profit of TL 63,461
thousand in 2016.

Premium Production (TL thousand)

2016 eeesssEEEEEEEEEEEEEessssmssmmm 399,455

2015 845,727

Claims Paid (TL thousand)

2016 eSS 614,146

2015 553,604

Claims Ratio (%)

2016 eeeeESEEEEEEEESESEEssss——— 69.7

2015 74.4

Technical Profitability Ratio (%)

2016 eSS (]

2015 8.0
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Aircraft

While premium production on aircraft insurance was worth

TL 26,322 thousand, claims paid decreased by 39.8% as compared
to 2015 and amounted to TL 9,039 thousand. After posting a
technical loss in 2015, the aircraft branch booked a technical profit
of TL 7,676 thousand in the reporting period.

Premium Production (TL thousand)

2016 S 26,322

2015 18,543

Claims Paid (TL thousand)

2016 meeesssssssssssssmm 9 039

2015 15,014

Claims Ratio (%)

2016 m 211

2015 -336.1

Technical Profitability Ratio (%)

2016 s 29.2

2015 -66.5
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Watercraft

In 2016, watercraft insurance premium production shrank by 7.2%
year-on-year and amounted to TL 78,783 thousand. In 2016,
watercraft insurance premium production shrank by 7.2% year-
on-year and amounted to TL 78,783 thousand. Claims paid in

this branch, which was TL 47,361 thousand in 2015, decreased by
23.5% in 2016 to TL 36,240 thousand. After posting a technical
profit of TL 11,588 thousand in 2015, the watercraft branch booked
a technical profit of TL 10,558 thousand in the reporting period..

Premium Production (TL thousand)

2016 eSS /8,783

2015 84,936
Claims Paid (TL thousand)

2016 eeesssssssssEsssssmm—— 36,240

2015 47.361

Claims Ratio (%)

2016 eeeesssSEEESEESSEEsssssssssmm 65.0

2015 66.4

Technical Profitability Ratio (%)

2016 eeESEEEEEEEEEEEEEEESsssssss—m 134

2015 13.6
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Marine

During 2016, premium production on marine branch rose by 15.6%
to TL 81,973 thousand while claims paid amounted to TL 19,680
thousand. Technical profit was TL 23,974 thousand in 2016.

Premium Production (TL thousand)

2016 eSS 81,973

2015 70,902

Claims Paid (TL thousand)

2016 EeeSEEEEEEEEEESEEssssssssssss 19,680

2015 17.316

Claims Ratio (%)

2016 eeessssssssssssss——— 34.3

2015 46.4

Technical Profitability Ratio (%)

2016 EEEEEEEEEEESESESSSSSSSsss— 29,2

2015 28.2
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Fire and Natural Disasters

Premium production on fire and natural disasters insurance policies
was up 186% in 2016 and reached TL 755,977 thousand while
claims paid amounted to TL 303,054 thousand. Technical accounts
showed a loss of TL 12,146 thousand in fire and natural disasters
branch in 2016.

Premium Production (TL thousand)

2016 s /55,997

2015 637,516

Claims Paid (TL thousand)

2016 eesssssssssssssssssssssssssss 303,054

2015 221.000

Claims Ratio (%)

2016 eSS (/.1

2015 63.8

Technical Profitability Ratio (%)
2016 -1.6 m——
2015 51
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General Losses

During 2016, premium production on general losses branch was
up by 6.7% to TL 318,983 thousand, while claims paid amounted
to TL 199,891 thousand. The branch posted TL 1,147 thousand in
technical profit in 2016.

Premium Production (TL thousand)

2016 SeeEEEEEEEEEEEEEEEEEEEsssssss 318,983

2015 298,821

Claims Paid (TL thousand)

2016 eEEEEEEEEEEEESEEEESEsssssssmm 199,891

2015 186.613

Claims Ratio (%)

2016 Seeeessssssssssssssssssssssss @ 31.0

2015 78.5
Technical Profitability Ratio (%)

2016 ==m 04

2015 3.6
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Motor Vehicles Liability

Premium production on motor vehicle liability insurance, which

is responsible for the highest share in the company'’s total

premium production, expanded by a remarkable 51.6% in 2016 to
TL 1,580,540 thousand, while claims paid amounted to TL 663,669
thousand. After posting a technical loss of TL 127,001 thousand in
2015, the motor vehicle liability branch booked a technical profit of
TL 27,569 thousand in the reporting period, in connection with the
lower claims paid figure and higher premium production.

Premium Production (TL thousand)

2016 eeessssEEEEEEEEEEssssssssssssm 1,580,540

2015 1,042,780

Claims Paid (TL thousand)
2016 S 663,669

2015 558,137

Claims Ratio (%)

2016 eeesssssssssssssssssssss 91.6

2015 105.9
Technical Profitability Ratio (%)

2016 - 17
2015 -12.2
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Aircraft Liability

Premium production on aircraft liability branch was TL 33,702
thousand in 2016, up by 29.0%. The technical profit in this branch
amounted to TL 2,843 thousand corresponding to a technical
profitability of 8.4%.

Premium Production (TL thousand)

2016 eSS 33,702

2015 26,133

Claims Paid (TL thousand)

2016 eessssssEEEEEEEEEsssmmm— 1,334

2015 1,575
Claims Ratio (%)

2016 11 n

2015 204.1

Technical Profitability Ratio (%)

2016

2015 -7.5
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General Liability Credit

During 2016, general liability insurance premium production grew
14.4% and amounted to TL 140,549 thousand. Although claims
paid went down by 23.1% year-on to TL 39,256 thousand, the

The credit insurance branch realized a premium production of
TL 1,554 thousand in 2016, and booked a technical profitability
of 159.3%, translating into a technical profit figure of TL 2,476

branch closed the year with a technical loss of TL 33,474 thousand.

Premium Production (TL thousand)

2016 SeeessEEEEEEEEEEEEEEEEsssssmsmm 140,549

2015 122,875

Claims Paid (TL thousand)

2016 eeessssssssssssssssssmm 39,256

2015 51,040

Claims Ratio (%)

2016 eSSEEEEEEEEESSSSSSSSSsss—m 1317

2015 48.6

Technical Profitability Ratio (%)

2016 -23.8 m——

2015 50.4
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thousand on its 2016 operations.

Premium Production (TL thousand)

2016 eeEEEEEEEEEEEEEEEEEEEEEssssssm 1,554

2015 1,333

Claims Paid (TL thousand)

2016 eeeessssssssss—— 270

2015 461

Technical Profitability Ratio (%)

2016 eeEEEEEEEEEEEESESSSssssssssmm 159.3

2015 24.5
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Financial Losses

Premium production on financial losses branch totaled TL 19,226

thousand in 2016 and claims paid were worth TL 4,359 thousand.

The financial losses branch posted a technical profit of TL 2,425
thousand at the end of the reporting period.

Premium Production (TL thousand)

2016 SeeeeEESEEEEEEEEEEEEEEEsssmmm 19,226

2015 13,748

Claims Paid (TL thousand)

2016 mee———— 4 359

2015 8,008

Claims Ratio (%)

2016 eeessssssssssssssssssssss 30.6

2015 33.9

Technical Profitability Ratio (%)

2016 EEEEEEEEEEEEEESSSSSSSsssssmm 12.6

2015 105
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Legal Protection

Premium production in the legal protection branch stood at
TL 9,261 thousand in 2016. The branch attained a profitability of
96.4% in 2016 for a technical profit of TL 8,928 thousand.

Premium Production (TL thousand)

2016 eSS O, 261

2015 8,617

Claims Paid (TL thousand)

2016 eeesssssssss——— 09

2015 181

Claims Ratio (%)

2016 -4.9 S

2015 13

Technical Profitability Ratio (%)

2016 eeeeEEEESEEEESEssessssssssn @ 96.4

2015 89.0
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Total

Anadolu Sigorta's total premium production in 2016 was up
24.2% and reached TL 4,484,06 thousand, while claims paid grew
by 15.2% to TL 2,236,015 thousand. As a result of the 1.5-point
decline in loss premium ratio, coupled with the income transferred
from financial division, the technical profit figure surged by 52.0%
to TL 157,564 thousand.

Premium Production (TL thousand)

2016 eeesEEEEEEEEEEEEEEsessssmsmm 4,484,060

2015 3,610,674

Claims Paid (TL thousand)

2016 eSS 2,236,015

2015 1,941,149

Claims Ratio (%)

2016 eeesssssssssssssssssssssssss 80.1

2015 81.6

Technical Profitability Ratio (%)

2016 SEEEEEEEEEEEESSSSSSEsSsssm— 3.5

2015 2.9
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Investment Income

Investment income grew by 32.5% to reach TL 487,727 thousand
in 2016.

The company, in 2016, derived TL 218,679 thousand as interest
income on time deposits, TL 24,830 thousand from the sale of
government securities and private sector bonds, and TL 12,062
thousand in dividend income from equities.

A total of TL 11,588 thousand was booked as income on sales of
financial investments during the reporting period. TL 771 thousand
of this was from the sale of bills and bonds, while TL 5,905
thousand was from the sale of equities, and TL 3,384 thousand was
from the sale of mutual funds. The portion of TL 1,528 thousand
remaining outside these amounts consists of income generated by
the sale of financial assets subject to repo trading.

The “financial investments valuation account”, which consists of
valuation income derived from all equities, bills and bonds, mutual
fund shares, repo trading, and fixed-term deposits, amounted to
TL 48,436 thousand.

The company booked currency translation gains in the amount
of TL 134,101 thousand in 2016. Income from Anadolu Sigorta'’s
equity participations amounted to TL 24,000 thousand.

Change
Investment Income (TL thousand) 2016 2015 (%)
Income from Financial Investments 255,571 183,751 39.1

Revenues from the Sales of Financial 11,588 9,642 202

Investments
Valuation of Financial Investments 48,436 33,543 44.4
FX Gains 134,101 109,290 227
Dividend from Affiliates 24,000 18,000 333
Income from Real Estate 9599 12,678 -24.3
Income from Derivatives 4432 675 556.6
Other Investments 0 434 -100.0
Total 487,727 368,013 325
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An Assessment of Anadolu Sigorta in 2016

Investment Expenses

Anadolu Sigorta's investment expenses increased 32.1% to

TL 505,094 thousand in 2016. The biggest component of this figure
consisted of TL 379,849 thousand in investment income that was
transferred to the technical division, which was calculated based

on the Undersecretariat of Treasury Circular on the Procedures

and Principles of Keys Used in Financial Statements that went into
effect on 1 January 2008. Other significant amounts apart from this
item within investment expenses included FX losses in the amount
of TL 76,942 thousand, and TL 27,016 thousand of depreciation
expenses.

Change
Investments Expenses (TL thousand) 2016 2015 (%)
!nvestment Management Expenses (incl. 756 039 195
interests)
Devaluation of Investments -1,644 -2,824 -41.8
Loss from the Sales of Financial 15,270 9,629 586
Investments
Investment .E>‘<p‘enses Transferred to the 379,849 276543 374
Technical Division
Loss from Derivative Products -3,616 -75 47213
FX Losses -76,942  -61,168 25.8
Depreciation Expenses -27,016  -31,236 -13.5
Total -505,094 -382,414 32.1

Revenues, Income, Expenses and Losses from Other
Operations

q

The “revenues, income, expenses and losses from other operations’
account stood at TL 29,013 thousand at year-end 2015. A major
contributor to this account balance stems from a TL -38,095
thousand charge against the reserves account, while the deferred
tax assets account created a income effect of TL 7,161 thousand.

Revenues, Income, Expenses and

Losses from Other Operations Change
(TL thousand) 2016 2015 (%)
Provisions -38,095  -25,546 49.1
Rediscounts 493 1,459 -66.2
Deferred Tax Asset Income 7,161 0

Deferred Tax Liability Expense 0 -6,510  -100.0
Other Revenues and Income 3,179 7,600 -58.2
Other Expenses and Losses -1,750 -659 165.6
Total -29,013 -23,656 226
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Operating Results

Key ratios concerning the company’s performance are
shown in the chart below along with prior-year results for
comparison.

(%) 2016 2015
Technical Profitability Ratio 35 29
Claims Ratio 80.1 81.6
Return on Equity 7.2 5.3
Return on Assets 1.5 1.3
Change
2016 2015 (%)
Technical Division Balance 157,564 103,634 52.0
Investment Income 487,727 368,013 325
Investment Expenses -505,094 -382,414 32.1
Revenues, Income, Expenses and Losses
from Other Operatioﬁs -29013  -23656 226
Total 111,184 65,576 69.5
Income/Loss (Gross) 111,184 65,576 69.5
Tax Provisions 157,564 103,634 52.0
Income/Loss (Net) 487,727 368,013 325

It is expected that the growth rate of the insurance industry will
somewhat decrease in 2017 depending on the implications of the
events that took place in our country during 2016 upon economy,
while the goal of Anadolu Sigorta will be to secure increased
production in real terms and attain a sustainable profit, by further
leveraging the concepts of quality service, leadership, innovation
and customer focus. Technical results will be monitored closely,
targeting to increase technical profitability through improving loss
premium ratios particularly in unprofitable branches. In striving to
achieve its strategic goals, the company aims to further increase
its brand equity while continuing to offer its services to the
policyholders with strict adherence to its quality service concept as
it has always done.

Assessment of the Company Capital and Comments

The key considerations that the companies in the insurance sector
will face in the years ahead will be the satisfaction of potential
capital requirements that might arise in line with growth, and due
management of the capital.

When planning for growth and profitability targets, Anadolu Sigorta
observes capital needs as well. Attention is paid to ensure that the
company capital is at adequate level, taking into consideration

the regulatory requirements. Information on capital adequacy

is presented in the relevant section of the notes to the financial
statements.
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Profit Distribution Policy

The Profit Distribution Policy
approved at the 2013 Annual
General Assembly convened on
25 March 2014

The company’s profit distribution principles
for shareholders and other people
participating in the profit are governed

by the applicable requirements of the
Turkish Commercial Code, Capital Market

legislation and our Articles of Incorporation.

The dividend distribution proposals
presented by the Board of Directors for
the approval of the General Assembly

are prepared in a manner to preserve the
delicate balance between the expectations
of our shareholders and the company’s
need to grow, and taking into consideration
future expectations regarding the
company's operations, capital adequacy
targets and the conditions prevailing in
capital markets, as well as the profitability
of the company.

The profit distribution policy espoused

by the Board of Directors is based on

the principle of proposing to the General
Assembly the distribution of at least 30%
of the net distributable profit for the period
as bonus shares and/or in cash.

Anadolu Sigorta Annual Report 2016

In the event that the net distributable
profit for the period calculated based on
the legal records remains below 5% of
the company’s paid-in capital, the Board
of Directors may propose to the General
Assembly that no dividends be distributed.

Dividend distribution formalities and
processes are carried out so as to be
completed by no later than the end of the
fiscal year in which the General Assembly
Meeting is convened.

Pursuant to the company'’s Articles of
Incorporation, our employees are paid
dividends up to three times of their salaries,
which, in the aggregate, must not be in
excess of 3% of the amount remaining
after the first dividend is set aside.

The company may distribute advances on
dividends in accordance with the principles
and procedures set forth in the Capital
Market legislation.

There are no preference shares in the
company.

No founder’s bonus certificates are given,
nor are dividends paid to the members of
the Board Directors.
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Risk Management Policies Adhered to by Types of

Risks

The company’s risk policies and related
implementation procedures include written
standards devised and enforced by the
Board of Directors and implemented by
senior management.

Determined and enforced by the Board
of Directors in parallel with international
practices on the basis of insurance
underwriting risk, credit risk, market risk,
operational risk and the risk of use of the
company’s services for laundering proceeds
from crime and for financing terrorism,
these are general standards that define
the organization and scope of the risk
management function, risk measurement
procedures, the duties and responsibilities
of the company’s Risk Management
Committee, as well as the procedures

for determining risk limits, actions to be
taken in possible limit violations, and the
compulsory approvals and confirmations
that are required to be given in various
cases and circumstances.

Besides insurance underwriting, credit,
market and operational risks, other risks can
result from the reciprocal and successive
interaction of these risks. Therefore,

an integrated consideration should be
adopted for all risk elements stemming
from assets and liabilities positions. The
company'’s basic strategy with respect to
the distribution of long-term assets and
liabilities is to ensure consistency between
assets and liabilities at optimum liquidity
risk level so as to support the objective of
maximizing returns. Accordingly, utmost
importance is given to the following points:

+ The basic objective of the company’s
activity in the money and capital markets
is to generate maximum possible return
at a specified risk level. The priorities
in asset investments are, in order of
precedence, safe investment, liquidity
and return.

+ When investing assets, the company
takes into account market and liquidity
risks, portfolio concentration risk,
payables in high amounts such as known
or foreseeable advance taxes, corporate
taxes, reinsurer payments and claims
payments, as well as receivables from
insurance activity.

+ Through scenario analyses and stress
tests, the assets portfolio is exposed to
various shocks and tested with respect
to interest rates, exchange rates and
share certificate prices. These tests are
conducted at quarterly intervals at a
minimum.
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+ Utmost attention is paid to maintaining
a cash position in foreign currency for
potential catastrophic risks equivalent
to the lower limit of excess of loss
agreements, as well as known liabilities
for any given period.

The Board of Directors, taking into account
long-term strategies, equity capabilities,
returns to be derived and general economic
expectations, sets the company’s risk
tolerance, which is then expressed in terms
of risk limits. In line with the procedures
set in the Policies and in view of the
market conditions in the relevant period,
the Risk Management and Internal Control
Department reports violations of limits
submitted to the CEO and the Board of
Directors.

Senior Management is responsible for
implementation of Risk Management
Policies. For purposes of ensuring
compliance with policies, Senior
Management means the CEO, Deputy
Chief Executive Officers, and relevant Unit
Managers and Regional Managers. On

the other hand, all authorized employees
performing the transactions regarded as

a part of risk management processes are
individually responsible for the accuracy
and reliability of all kinds of data and
information they provide in relation to their
respective jobs within the process, which
form the basis of the making of decisions.

1- Insurance Underwriting Risk Policy

Insurance underwriting risk is defined

as a risk that might arise from failure to
correctly and effectively implement the
insurance technique within the process of
turning coverage provision for natural risks
which are not known certainly if they will
occur and for risks which are known for
sure to occur but are unknown time-wise
into sustainable commercial earnings.

The scope of Insurance Underwriting Risk
Policies consists of the conditions and price
of the coverage to be provided for the risk;
the principles applied in determining which
of the coverages provided will be ceded

up to what amounts and to whom in the
case of risks decided to be transferred;
conducting effective monitoring of risk
portfolio loss frequency so as to allow
formulation of fitting reinsurance strategies
at sufficient frequency, and related
monitoring and reporting system.

Management of insurance underwriting
risk is based on the principle of forming
the risk portfolio with risks that represent

a low potential to cause loss. In order to
avoid poor risk selection and incorrect
pricing of insurance policies and to create
accurate reinsurance policies, effective
monitoring is carried out on loss frequency
and loss severity of the risk portfolio. The
risk portfolio is separately overseen on the
basis of agents, industry, branches, regions,
brands, models, tariffs, products, customers
and other parameters.

A comprehensive insurance underwriting
risk reporting system is used to ensure
measurement of loss performance, oversee
compliance with applicable legislation

and ensure reporting on the effectiveness
of insurance underwriting risk controls.
The risk of the portfolio is regularly
reported by executive departments and
the Risk Management and Internal Control
Department to the CEO and the Board of
Directors.

2- Credit Risk Policy

Credit risk means the possibility of the
company’s sustaining loss due to failure on
the part of policyholders, agents, reinsurers,
fronting companies, coinsurers, and

other parties to partially or totally fulfill
their obligations towards the company.

It also indicates to the loss of market
capitalization caused by the deterioration
in the financial standing of companies

with which there are subsidiary or affiliate
relationships. The Credit Risk Policy sets
out the procedures and responsibilities
related to the management, control and
monitoring of credit risk, as well as matters
in relation to credit risk limits.

Early identification and definition of

issues are of the essence for effective
management of credit risk. For this purpose
early warning signals are determined; these
are indicators pointing at cases that will
adversely influence the credit risk and lead
to a credit risk that is above the company’s
risk tolerance. For insurance brokers, these
are declined collection ratios, reduced
production performances, slackened
discipline in conforming to company
guidelines, and other data from intelligence.
For Reinsurance companies and
counterparties, these cover all kinds of data
and information obtained in relation to
negative ratings and developments. It is the
duty and responsibility of executive units to
obtain data and information in relation to
credit risk. All kinds of information obtained
are urgently considered within the frame of
decision-making, monitoring, reporting and
auditing processes.
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A credit risk scoring system used, which
has the capability to be made use of in the
management of credit risk and decision-
making, to enable monitoring risk on the
basis of counterparties, to take notice of
expected and unexpected losses, and to
allow for making the decisions based not
only on the return derived or anticipated
to be derived from the counterparty at any
time, but also on the risk underwritten.
The risks of counterparties are regularly
reported by the Risk Management and
Internal Control Department to the

CEO and the Board of Directors. The

Risk Management and Internal Control
Department is also responsible for
undertaking daily follow-up of regional,
sectoral and market trends that have an
actual or possible impact on the company'’s
credit risk, and for reporting the results to
the CEO and the Board of Directors.

3- Market Risk Policy

Market Risk means the risk of loss in the
value of the company’s placements in
financial borrowing instruments whose
return is linked to interest rate; stock, other
investment securities, all FX or FX-indexed
assets and liabilities in or off the balance
sheet, derivative agreements based on the
said instruments, which loss might result
from the volatilities in interest rates, stock
prices and exchange rates.

The basic and ultimate purpose of the
company’s activities in money and capital
markets is to generate returns. The basis of
Market Risk policies is to measure, report
and keep under control the risk that the
company is exposed to by reason of such
activity. The top priority is to ensure that
the company’s Market Risk exposure is
within the limits stipulated by applicable
legislation and is compliant with the
company's risk appetite. In market risk
management, risk appetite is expressed in
terms of market risk limits assigned to the
executive fund management unit and the
contracted asset management companies.
Market risk limits are categorized into two
groups: limits set employing the value at
risk method, and limits determined based
on the ratio of each group of investment
securities to the total portfolio and
shareholders’ equity. The Risk Management
and Internal Control Department and
executive fund management unit closely
and constantly monitor limit violations. In
case limits are exceeded, the amount at
which a limit is exceeded and its reasons
are reported to the CEO and the Board

of Directors, along with the assessments
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of the executive body. If limit violations
are above the ratios or durations set by
the Board of Directors, necessary action is
determined by the Board of Directors.

Market risk is calculated employing
internationally accepted statistical
methods. Since these calculations cover
risk prediction for the following days, the
accuracy of predictions are compared
subsequently with actual values and
monitored on a daily basis. On the other
hand, the portfolio is tested under different
scenarios for determining the effects of
occurrences, which pose a low probability
in terms of occurrence, but big volume

in terms of loss. The assessments, which
include the possible mismatches among
types and maturities of the company’s
assets and liabilities, are regularly reported
in detail to the CEO and the Board of
Directors.

4- Operational Risk Policy

Operational risk is defined as any risk other
than absolute insurance underwriting,
credit and market risks which might

occur in the organization, business
continuity, insufficient or inoperative
business processes, technology, human
resource, underperformance by individuals,
administrative mistakes, unfortunate
events, misconduct, accident and fraud,
systems or external factors, legislation,
management and business environment,
and which might cause physical or
reputational loss to the company.

Limits are introduced for potential
operational risks that might arise during
the activities based on the "Company Risk
Catalogue,” which is the basic document
used in defining and classifying all risks
that may be faced with. The Risk Catalogue
is updated in parallel with the changing
conditions. “Self-Assessment Methodology"
is used in the identification of operational
risks. In this method, the risks in relation to
activities conducted are exposed with the
involvement of the personnel performing
the job.

q

Qualitative and quantitative methods
are used jointly in the measurement

and evaluation of operational risk. The
measurement process uses data obtained
from “impact - likelihood analysis”,
“control culture profile surveys” and
internal and external “loss database.”
When managing operational risk, efforts
are spent to develop controls to eliminate
or mitigate the possibility of sustaining
loss due to risks that the company may

be exposed to in relation to its activities.
Effectiveness and adequacy of existing or
subsequently developed controls, and the
implementation of action plans adopted in
this regard are evaluated in coordination
with the Risk Management and Internal
Control Department and the Board of
Inspectors. The Risk Management and
Internal Control Department monitors all
operational risks that the company may
be exposed to during the course of its
activities, and regularly reports on the same
to the CEO and the Board of Directors.

5- Policy for Combating the Legalization
(Laundering) of Proceeds from Crime
and Financing of Terrorism

This policy is intended to define, rate,
monitor, assess and mitigate the risks the
company is exposed to with respect to

the use of the insurance service offered

by the company in laundering proceeds
from crime or financing of terrorism. The
ultimate goal can be achieved by effectively
monitoring and supervising customers and
transactions in full compliance with the
applicable legislation and regulations.

The overall scope of the policy covers the
activities centrally executed for defining,
measuring, monitoring, controlling and
reporting the risks that the company is
exposed to for reasons of the use of the
insurance service offered by the company
in laundering proceeds from crime or in
financing of terrorism, or the company's
failure to fully comply with the liabilities
imposed by the Law no 5549 on Prevention
of Laundering Proceeds from Crime and by
related regulations and communiqués.

The basic strategy of the company

to achieve the ultimate goal is to

carefully plan, conduct and manage risk
management activities independently,
impartially, purposefully, productively

and efficiently, employing a risk-focused
approach and in line with applicable
legislation and internationally accepted
principles and standards. The basic principle
in achieving this goal is to employ the
most advanced tools and methods that are
available and possible to be used. Findings
from risk management, monitoring and
control activities are regularly reported

to the Board of Directors by the Board
Director who is delegated by the Board of
Directors in respect of this matter.
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Activities of the Committee of Early
Determination of Risk

Pursuant to the provisions of the
Communiqué Serial: IV No: 56 on the
Determination and Implementation of
Corporate Governance Principles enforced
upon its publication in the Official Gazette
issue 28158 dated 30 December 2011, it
has been decided to set up a Committee
of Early Determination of Risk as of

27 February 2012. The committee

will be responsible for carrying out all
relevant works and efforts for the early
determination of risks that might endanger
the existence, progress and survival of the
company, implementation of measures
and remedies against identified risks, and
management of the risk.

The committee makes an assessment of the
situation in its bimonthly reports submitted
to the Board of Directors; the said report is
also shared with the statutory auditor.

Risk Management Activities and Risk
Assessment

The company’s risk exposure is monitored,
assessed and controlled individually under
the categories of insurance underwriting
risk, credit risk, market risk and operational
risk. The risk exposure arising out of the
use of the company’s insurance services

for laundering proceeds from crime or for
financing terrorism, or out of failure to
achieve full compliance with the obligations
imposed by the Law no 5549 on Prevention
of Laundering Proceeds from Crime and by
related regulations and communiqués is
addressed independently from other types
of risks as per the applicable legislation.

When the company’s risk exposure is
assessed with respect to the magnitude of
potential impact of those risks; the effects
of global, national and near geography
developments upon the technical and
financial performance, the potential
earthquake in Istanbul, and low technical
profitability gain the foreground.

When the company'’s risk exposure is
assessed with respect to the magnitude of
potential impact of those risks, the effects
of developments in global and national
economy upon the technical and financial
performance, the potential earthquake in
Istanbul, and low technical profitability
come to the fore.

It is well known that macroeconomic

risks and financial stability risks mostly
result from global developments, as well
as national developments, in outward-
oriented economies with a broad current
deficit such as Turkey. The key factors that
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fueled macrofinancial risks particularly in
recent years have been the sudden changes
in risk perceptions in conjunction with the
weak global economic outlook and the
extremely volatile capital flows.

Volatile commodity and particularly oil
prices, geopolitical tensions and political
uncertainties arose as new sources of
instability. In this respect, the risks and
uncertainties against the growth of all
developing economies in general are as
follows:

+ The Fed’s decisions regarding the
monetary policy and the potential
effects thereof on developing economies,

+ Sustained fragility in the Eurozone and
precarious future of the European Union,

+ The effects of the OPEC decision to cut
oil supply upon the economies of oil
importing and non-importing countries,

+ The Brexit outcome in the UK and the
global tendency to return to protective
state policies upon election of Donald
Trump as the US President,

+ Geopolitical tensions dominating in
various geographies across the world.

Although the Turkish economy has
received well-deserved credit for its

growth performance in the past, that same
performance also brought along the current
deficit issue. It is common knowledge that
the Turkish economy is unable to attain
growth without producing current deficit,
and is fragile in the face of interrupted
capital inflows due to its inherent
imbalances. In a conjuncture of decreased
global risk appetite, the financing of growth
constitutes a highly critical agenda item for
the Turkish economy.

During 2017, the Fed’s decisions,
geopolitical developments, the course

of oil prices, domestic political agenda
and the war and armed conflict in Syria
might obviously lead to volatile periods
in economy. Such a conjuncture might
easily pave the way for potentially
significant deviations in various economic
parameters, including credit rates, loan
utilization, housing and car sales, which
are interrelated with the production
performance of the insurance industry.
The prevalent anticipation is that the
insurance industry will, in 2017, display a
performance that is below the average of
many years.

The compensation amounts that might
result from earthquakes and other
catastrophe risks that exceed the upper
limits of various existing agreements are
of a nature that might lead the company
to suffer losses of a magnitude that cannot
be made up for in a typical operating year.
Modeling software is used to determine
the magnitude of an earthquake in Istanbul
and the potential losses that would arise
therefrom, and the potential margin

of error incorporated in such software

is also taken into consideration when
determining the final protection level.

On the other hand, scenario analysis are
employed to establish some uncertainties
that cannot be calculated by modeling
programs, such as personal injury,

motor own damage claims, tsunami,
post-earthquake fire, changes in our
protection level due to volatile exchange
rates, inflation, high level coverage in
conjunction with loss of profit, and a
portfolio that expands during the course of
the year, whereas a certain safety margin
is allowed for some other uncertainties.

It is considered that the total amount

of protection the company obtains for
catastrophe risks is sufficient for a 1000-
year earthquake, which is the minimum
model according to the Reinsurance
Strategy.

Although it is not deemed vital when

a potential earthquake in Istanbul is
considered individually, a Contingency
Action and Funding Plan and a Business
Continuity Plan have been formulated
for the management of potential market,
credit and operational risks that might
be triggered simultaneously by such an
earthquake and are likely to increase
substantially. The operability of these plans
is tested at regular intervals.

Low operating profitability is at the top

of the risk elements that are critical for
the company, which is the case also for all
companies in the sector that are engaged
in non-life branches. This predicament that
results from excessive price competition
and prevents accumulation of capital

is anticipated to disappear gradually,

in parallel with the future depth to be
achieved by the Turkish Insurance Industry,
which constantly grows other than in
periods of crises. Another expectation is
that the problem of technical profitability
will be mitigated significantly by the
contribution to be lent to operational
efficiency by company-wide projects
conducted within the frame of a
comprehensive transformation program.
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Convenience Translation into English of the

Independent Auditor’s Report Related to Annual Report
Originally Issued in Turkish

Akis Bagimsiz Denetim ve Serbest Telephone +90 (216) 681 90 00
Muhasebeci Mali Misavirlik A.S. Fax +90 (216) 681 90 90
Kavacik Riizgarli Bahge Mah. internet www.kpmg.com.tr

Kavak Sok. No: 3
Beykoz 34805 istanbul

To Anadolu Anonim Turk Sigorta Sirketi General Assembly,

Report on the Audit of Board of Directors’ Annual Report Based on Standards on Auditing which is a Component of The Turkish
Auditing Standards Published by The Public Oversight Accounting and Auditing Standards Authority (“POA”)

We have audited the accompanying annual report of Anadolu Anonim Tirk Sigorta Sirketi (the "Company”), for the year ended
31 December 2016.

Board of Directors’ Responsibility for the Annual Report

Pursuant to the article 514 of the Turkish Commercial Code numbered 6102 (“TCC") and Communiqué on Individual Retirement
Saving and Investment System” (“Communiqué”) issued on 7 August 2007 dated and 26606 numbered, management is responsible for
the preparation of the annual report fairly and consistent with the financial statements and for such internal control as management
determines is necessary to enable the preparation of such annual report.

Auditor’s Responsibility

Our responsibility is to express an opinion on the Company's annual report based on our audit in accordance with article 397 of the TCC
and Communiqué whether the financial information included in the accompanying annual report is consistent with the audited financial
statements expressed in the auditor’s report of the Company dated 30 January 2017 and provides fair presentation.

Our audit has been conducted in accordance with the Standards on Auditing which is a component of the Turkish Auditing Standards
("TAS") published by the POA and the insurance legislation. Those standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance about whether the financial information included in the annual report is consistent
with the financial statements and provide fair presentation.

An audit also includes performing audit procedures in order to obtain audit evidence about the historical financial information. The
procedures selected depend on the auditor’s judgment.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion
In our opinion, the financial information included in the annual report is consistent, in all material respects, with the audited financial

statements and provides a fair presentation.

Report on Other Regulatory Requirements

In accordance with the third clause of the article 402 of TCC, no material issue has come to our attention that shall be reported about the
Company'’s ability to continue as a going concern in accordance with TAS 570 “Going Concern”.

Akis Bagimsiz Denetim ve Serbest Muhasebeci Mali Miisavirlik A.S.
A member of KPMG International Cooperative

-

M

Alper Giiveng
Partner

28 February 2017
istanbul, Turkey
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An Assessment of the Board Directors by the
Corporate Governance Committee

Apart from the CEO, the Board of Directors
consists of non-executive members.

Chairman of the Board and CEO functions
are carried out by different individuals.

Taking into consideration that there are no
non-corporate ultimate shareholders with

a controlling interest in our company, it is
thought that the Board Directors naturally
possess the advantage to act independently
and therefore, to be impartial in their
decisions, upholding the interests of

our company and stakeholders above
everything else.

The Board of Directors meets regularly and
at least monthly as pre-scheduled, and at
any time as and when deemed necessary.
The Board of Directors met 12 times in
2016. The Board Directors, in principle,
attend every meeting.

Care is paid to determine the Board
meeting date during the immediately
preceding meeting, followed by written
invitation. It is intended to set the
meeting date so as to allow all Directors
to participate, and save for unforeseeable
exceptional events, the Board meetings are
held with the participation of all Directors.

The Board meeting agenda is determined

by the Chairman of the Board of Directors
in line with the proposals of the CEO and

the Board Directors.

Utmost care is paid to ensure that the
information and documents about the
topics covered in the Board meeting agenda
are made available for the examination of
the Directors at least five days in advance,
and when such timing cannot be met,
efforts are spent to ensure equal flow of
information to the Board Directors.
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Each Director is entitled to one vote and
none has weighted vote or affirmative/
negative vetoing rights.

Pursuant to the Articles of Incorporation,
the Board of Directors convenes on the
basis of absolute majority and makes
decisions with the absolute majority of
Directors present in the meeting.

Pursuant to the company’s Articles of
Incorporation;

The Board of Directors is authorized to
pass decisions on any and all acts and
transactions that are necessary for the
achievement of the company’s operating
scope, save for those for which the General
Assembly is authorized as per the law and
the Articles of Incorporation.

Without prejudice to the duties and powers
that cannot be delegated as set out in
Article 375 of the Turkish Commercial Code
and in other articles, the Board of Directors
may delegate management, in part of in
whole, by way of an internal bylaws in
accordance with Article 367 of the Turkish
Commercial Code.

The Board of Directors fulfills its
responsibilities remaining outside the
scope of its basic functions taking

into consideration the opinions and
recommendations of executive bodies and
committees. Such responsibilities include,
but are not limited to the following:

+ Approving the company’s annual budget
and business plans,

+ Preparing the company’s annual reports
and finalizing the same to be presented
to the General Assembly,

+ Ensuring that the General Assemblies
are held in compliance with the
legislation and the company'’s Articles of
Incorporation,

+ Taking necessary action in relation to
General Assembly decisions,

+ Approving the executives’ career plans
and rewarding provided to them,

+ Determining the company'’s policies
about Shareholders, stakeholders and
Public Relations,

+ Determining the company's disclosure
policy,

+ Setting the codes of ethics for the
company and its employees,

+ Establishing the operating principles of
committees; ensuring their efficient and
productive functioning,

- Taking necessary action so as to ensure
the company'’s organizational structure
responds to current circumstances,

+ Examining the activities of former boards
of directors.

+ The Board of Directors consists of eleven
Directors, which number enables efficient
organization of the activities of the
Board. Two independent Directors serve
on the company’s Board of Directors.

Although there are no set rules on
non-independent Directors’ undertaking
other duties outside the company, the
Directors do not have any other duties
apart from their natural duties in the
entities they represent and from those in
the establishments owned by the entities
they represent. Yet, Board Directors devote
sufficient amount of time for company
affairs, and exercise their powers prudently
and within the frame of good faith,
possessing all necessary knowledge to
ensure full performance of the duty.

Past experiences, and outside positions
held, if any, of the independent Board
Directors are disclosed in their résumés and
presented on our website and in our annual
report.
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When fulfilling its decision-making
function, the Board of Directors acts on the
basic consideration of:

+ Maximizing the fair value of the
company,

+ Pursuing the company operations so as
to ensure long-term and stable earnings
for our Shareholders,

+ Maintaining the delicate balance
between the Shareholders and the
company’s need to grow.

In the formation of the Board of Directors,
care is given to;

+ Ensure that the nominees are present in
the meeting at the time of election to
the seats on the Board of Directors,

+ Inform the Shareholders about the
nominees,

+ Allow Shareholders to ask questions to
the nominees,

+ Inform the Shareholders, during the
General Assemblies, on other companies
on the boards of which Director
nominees serve and on the compliance
or non-compliance to internal regulations
set exclusively on this topic.

’bi x

Fatih Goren

Deputy Chief Executive and
Member of the Corporate
Governance Committee
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Kemal Emre Sayar

Board Director and
Member of the Corporate
Governance Committee

Directors just starting to serve on the Board
are offered an orientation program covering
the following at a minimum:

+ Introduction with our executives and
visits to the company’s units,

+ The CVs and performance assessments of
our executives,

« Strategic goals, current status and issues
of the company,

+ Market share, financial structure and
performance indicators of the company.

Pursuant to legislation, general managers of
insurance companies must have graduated
from a four-year university minimum,

and have at least ten years experience in
any one of insurance, banking, economy,
business management, accounting,

law, finance, mathematics, statistics or
engineering fields. More than half of the
Board Directors must have graduated from
a four-year university minimum, and have
knowledge and experience in at least one of
the fields mentioned above.

Hasan Hulki Yal¢in

Board Director and
Member of the Corporate
Governance Committee

The Directors possess these qualifications
and have;

« Satisfactory knowledge and skills in
banking and insurance business,

+ The skill to read and analyze financial
statements and reports,

+ Basic knowledge about the legal
regulations governing our company, and
about general market circumstances,

+ The will and the opportunity to regularly
attend the Board meetings for the period
of time for which they are elected to
serve.

The Board of Directors adopted the
necessary measures for preventing
undisclosed information and/or trade
secrets from being disseminated out of the
company.

52 (ke

Prof. Savas Taskent

Board Director and
Head of the Corporate
Governance Committee

69



Other Matters and Financial Statements
Disclosure Policy

Disclosure Policy

Disclosure policy of our company, approved
by the Board of Directors, is described
herein.

Any modification thereto, including the
justification will also be disclosed to
public after it is approved by the Board of
Directors.

General Framework

Anadolu Anonim Tirk Sigorta Sirketi fulfills
its obligations of public disclosure of
financial and other type of information as
required mainly by the Law on Insurances
and relevant regulations hereunder and
Capital Markets Legislation, Turkish
Commercial Code and the legislation
governing the Istanbul Stock Exchange
(BIST), through which our shares were listed
and exchanged, in line with the generally
accepted accounting principles and
corporate governance principles; therefore,
it follows a detailed public disclosure policy.

Main purpose of the disclosure policy is

to ensure true, complete, convenient, less
costly, understandable and fair conveyance
of necessary information and disclosures,
other than those classified as trade secret,
to shareholders, investors, employees,
clients, creditors, reinsurers and other
concerned parties.

Having an active approach for the
adoption and implementation of Corporate
Governance Principles, our company
attaches utmost care for compliance

with the requirements of the relevant
legislation and best international practices
with respect to public disclosure. Anadolu
Anonim Tirk Sigorta Sirketi Disclosure
Policy has been prepared within the scope
of above principles and put into practice
after its approval by the Board of Directors.

Anadolu Anonim Tirk Sigorta Sirketi uses
Public Disclosure Platform (PDP), Central
Registry Institution (E-Company), Electronic
General Assembly System (EGAS), national/
local newspapers, Turkey’s Trade Registry
Journal and company’s official website for
informing the public.
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Authorization and Responsibility

The Board of Directors is responsible and
authorized for preparation, monitoring,
auditing and improvement of public
disclosure policy of our company. Directors
in charge of financial management

and reporting and Investor Relations
Department have been appointed for

the responsibility of conducting and
coordination of disclosure function under
the policy. The officials of the mentioned
department perform their duties in
coordination with the Audit Committee,
Corporate Governance Committee and the
Board of Directors.

Public Disclosure Operations and
Methods and Instruments Used

Public Disclosure operations and methods
and instruments used for these operations
under the legislation on insurances, Capital
Markets Legislation, Turkish Commercial
Code and other relevant legislation are
described below:

Financial statements and notes and
explanations thereof for each quarter,
which are Prepared in accordance with the
legislation issued by the Undersecretary of
Treasury, Directorate General of Insurance
and Capital Markets Board and signed with
an attestation by the Committee Members
in charge of Audit and the Director
General or Directors in charge of financial
reporting, and external audit reports, issued
annually semi-annually are published on
our website and reported to the Public
Disclosure Platform (PDP) within its legal
deadline. Furthermore, our company issues
financial statements for each quarter and
upload them to the portal managed by the
Undersecretary of Treasury and convey
most of these statements also to the
Turkish Insurers Union (TIU) for informative
reasons.

Disclosures for special cases, which must
be notified pursuant to the Capital Markets
Board (CMB) legislation, are notified to PDP
within its legal deadline. Disclosures for
special cases are published on the company
website of Anadolu Sigorta on the next
business day at the latest following the
public disclosure and stays on the website
for a duration of 5 years.

For the purpose of ensuring the
confidentiality during the time until the
public disclosure of special cases, persons
who have access to insider information
are informed about the requirements
stemming from the relevant legislation. As
for those who may have access to insider
information through the service supplied
from them, their contracts include a clause
of confidentiality. On the other hand,
Anadolu Sigorta carefully complies with the
legislative requirements imposed by the
Law on Insurance No. 5684 and relevant
legislation requiring the safekeeping the
customers’ secrets and not disclosing
them to parties other than those who

are explicitly authorized by the law. This
requirement binds not only the Anadolu
Sigorta employees but also the employees
of the companies through which the
company gets support services.

In accordance with the legislation and

the provisions of the Company Charter,
announcements and notifications for
changes to the Company Charter, General
Assembly meetings, capital raise, reporting
of year-end financial statements are given
on the TTRJ and national newspapers.
Documents and information about

the General Assembly are delivered to
shareholders through Electronic General
Assembly System in line with the provisions
of the Turkish Commercial Code.

Each year before the General Assembly
meeting, annual activity report, in line with
the relevant legislation, is presented for
the examination of shareholders with a
view too include all necessary information
and descriptions and is published on our
website (Both in Turkish and in English)
and reported to PDP. When requested, this
report may be obtained in print from our
Investor Relations Department.
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Regular meetings and briefings are not part
of our policy. Instead, where requested or
needed to respond to questions raised by
the press members, press releases are made
on the printed and visual media.

Press statements to printed and visual
media may be made by the Chairman

of the Board, the Director General or

its Deputy or other officials assigned by
them. News about our company published
on national or international media

are followed by a professional media
monitoring agency. Therefore, in case of a
necessity of a disclosure for special case,
which must be notified pursuant to the
relevant legislation, necessary briefing

is made on the subject gathering the
departmental information from concerned
departments.

When making a statement to press on
news and talks, which are not classified as a
special case disclosure by a legislation, type
and content of the statement are defined
according to certain factors such as the
news’ feature, size of the target audience
of the media, whether the news affect the
company reputation. If these news and
rumors inherit a matter which requires the
company to make a public disclosure, a
special case disclosure is then made in line
with the provisions of relevant legislation.

International and national investor
meetings and road-shows are used to
convey information to shareholders

and to other concerned parties. These
meetings and visits which were organized
and managed by Investor Relations
Department are sometimes attended by
Director General, Directors in charge of
financial management and reporting and
the personnel of the Investor Relations
Department. Where needed, the size of
these contact teams may be enlarged.

To ensure that all market participants

are simultaneously and equally informed,
the reports and presentations disclosed
during the introductory and information
meetings held with investors are published
on the company website under the Investor
Relations Section.
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Investor Relations Department delivers
via e-mail necessary information, mainly
financial statements, to shareholders,
national and international investors and to
those companies which releases research
reports on our company.

Investor Relations Section of the

official website of our company
(www.anadolusigorta.com.tr) includes
detailed information and data on our
company. This section is managed and
kept up-to-date by the Investor Relations
Department. All questions sent by all
stakeholders via e-mail, regular mail, phone,
etc. are answered at the shortest delay
under the coordination of the Investor
Relations Department.

Other Notifications

Notifications other than above are
disclosed to public with signature of the
officials whose power of signature was
indicated in the company'’s certificate of
signature.

Forecasts

In case of disclosure of forecasts for the
company, which may affect the investor
decisions, the Board of Directors, Director
General or other officials assigned by the
latter make necessary disclosures via Public
Disclosure Platform, activity reports or
other means defined by the legislation. In
case of a significant difference between the
issues disclosed earlier and realizations, a
statement may be released according to
relevant legislation.

Defining the Persons with
Administrative Responsibility

Persons with administrative responsibility
are the members of the Board of Directors
and those, who are not a member of the
Board, yet, have regular access to internal
information of our company, directly or
indirectly, and who are entitled to take
administrative decisions which may affect
the future development and commercial
ends of our company.

Therefore, in defining the persons with
administrative responsibility, the duties of
the persons in the Company organization
and the nature of the information which
may be accessed by these persons are
taken into account.

In addition to Members of the Board,
Director General and Deputy Director
Generals, managers of certain departments,
who have access to all information
regarding the Company and who are
entitled to take administrative decisions on
matters such as active-passive structure,
profit-loss, cash-flow, strategic targets,
(decisions, which may affect these

matters at macro level) have also been
determined as persons with administrative
responsibility.

Official Website of Anadolu Sigorta:
www.anadolusigorta.com.tr

Our company's official website is

actively used for informing the public

and disclosure. The website includes all
information and data envisaged by the
Corporate Governance Principles and
Regulatory Authorities in Turkish and
English. This website is always kept updated
with due care.

E-Company platform may also be used

in communication with shareholders, a
platform which was established within
Central Registry Institution in accordance
with pursuant to the provisions of Turkish
Commercial Code on websites, which

can be accessed through “Bilgi Toplum
Hizmetleri” link. Documents indicated in
the relevant legislation can be accessed
through this platform.
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Corporate Governance Principles Compliance

Report

PART | - STATEMENT OF COMPLIANCE
WITH CORPORATE GOVERNANCE
PRINCIPLES

Our company firmly believes that
Corporate Governance Principles are as
critical as financial performance, and

that putting these principles into practice
bears utmost importance both for the
development of national and international
capital markets and for the best interests of
our company.

Our company implements the principles
that are set as compulsory principles by the
Corporate Governance Communiqué Serial:
[1-17.1.

Within this context, the company’s Articles
of Incorporation do not cover provisions
stipulating;

+ Stakeholder participation in the
company’s management,

+ Expansion of the scope of minority rights
beyond the provisions of applicable
legislation.

Hence, minority rights are not represented
on the Board of Directors.

Since the company’s Articles of
Incorporation do not include a provision
about making donations, the company does
not have a donations policy.

Our company does not have a specific
policy for the number of woman members
on the Board of Directors.

The principles that are not yet
implemented, which are exceptional, have
not led to any conflict of interest among
the stakeholders to date.

No changes were made to the company's
Articles of Incorporation at the Annual
General Assembly Meeting convened on
24 March 2016 in accordance with the
provisions of the Turkish Commercial Code
no. 6102.

The assessment and determinations of

the level of compliance achieved by our
company to the corporate governance
principles, and opinions regarding the scope

Contact information for our employees working in this unit is as follows.

of the compliance level and ideas on its
qualitative improvement are presented
below.

PART Il - SHAREHOLDERS
2.1 Shareholder Relations Department

An Investor Relations Unit has been set
up in the company in 2005. Messrs. Fatih
Goren, Murat Tetik, Baris Hiiseyin Safak,
Cem Cozer and Serkan Ayvaz have been
serving in the Investor Relations Unit.

The head of the unit is Mr. Fatih Géren,
Deputy Chief Executive, who also serves
as a member of the Corporate Governance
Committee.

Name Title

Phone No

E-Mail

Mr. Fatih Goren

Deputy Chief Executive

+90 850 744 00 55

fgoren@anadolusigorta.com.tr

Mr. Murat Tetik Manager +90 850 744 02 55 mtetik@anadolusigorta.com.tr
Mr. Baris H. Safak Supervisor +90 850 744 02 54 bsafak@anadolusigorta.com.tr
Mr. Cem Cozer Specialist +90 850 744 01 64 ccozer@anadolusigorta.com.tr

Mr. Serkan Ayvaz

Assistant Specialist

+90 850 744 03 59

sayvaz@anadolusigorta.com.tr

This unit plays an active part in the
protection of shareholding rights and
facilitates their exercise, mainly regarding
the right to obtain and review information,
and establishes the communication
between the Board of Directors and
shareholders. All of the employees serving
in the Investor Relations Department
possess the required licenses.

The Investor Relations Department reports
its activities to the Board of Directors four
times a year, on a quarterly basis.

In essence, the Investor Relations
Department works to;

+ Ensure maintenance of the records about
Shareholders in a healthy, secure and up-
to-date manner,
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+ Respond to the Shareholders’ and
potential investors’ written information
requests about the company, apart from
those that are not publicly disclosed,
are of a confidential and/or commercial
secret nature,

+ Make available to the shareholders
such information and disclosures that
may have an effect on the exercise of
shareholding rights on the company
website in an up-to-date manner

+ Ensure that the General Assembly
Meetings are convened in accordance
with the applicable legislation, the
Articles of Incorporation and other
internal regulations,

+ Prepare the documents the Shareholders
could make use of in the General
Assembly,

+ Ensure that the results of the voting are
recorded and the reports thereon are
communicated to the Shareholders,

+ Observe and monitor the fulfillment
of all liabilities arising from the capital
market legislation, including all
requirements in relation to corporate
governance and public disclosure,

« Ensure representation of our company
in investor relations meetings organized
in Turkey or abroad by international
establishments through participation in
such events,

+ Prepare the presentation materials to be
used in meetings.

In 2016, all verbal and written information
queries received from researchers and our
investors in relation to our company and/
or to publicly disclosed financial statement
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results were answered. Requests for
meetings received during the reporting
period from national and international
investment companies were accepted

and necessary information was provided.
During 2016, the company participated in
one investor conference and 20 investor
meetings, 12 of them being with foreign
investment companies. In these meetings,
presentations were made on our sector and
our company, and the investors’ questions
were answered.

2.2 Shareholders’ Exercise of Their Right
to Obtain Information

All information queries of our Shareholders
are answered, apart from those that are
trade secrets or undisclosed information.

Information requests received from

our shareholders are addressed by our
employees in the shareholder relations
unit, and are prudently responded to in a
timely, accurate and complete manner,

on condition that trade secrets and
confidential information shall be protected.

Information on the topics our Shareholders
frequently need and developments that
might affect the exercise of their rights

are posted in English and Turkish
languages on our website accessible at
www.anadolusigorta.com.tr.

Pursuant to applicable legislation, minority
Shareholders are entitled to request the
General Assembly to appoint a special
auditor for examining certain events.

In 2016, our Shareholders did not request
appointment of a special auditor from the
General Assembly of Shareholders.

Our Articles of Incorporation contain

no provisions stipulating the request for
appointment of a special auditor as an
individual right. On the other hand, each
shareholder’s request to have a special
auditor appointed is reserved, provided that
such shareholder satisfies the requirements
under Article 438 of the TCC.

In view of the fact that the General
Assembly of Shareholders must honor the
request for the appointment of a special
auditor pursuant to the legislation and
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that such request constitutes one of the
exceptions to the principle of adherence
to the meeting agenda, it is assessed
that the stipulation of the request for
the appointment of a special auditor

as an individual right in the Articles of
Incorporation will be considered in the
future depending on the developments,
based on the concern that in practice it
might lead to problems with respect to
maintaining the confidentiality of trade
secrets and/or undisclosed information.

It is believed that all information necessary
for healthy exercise of Shareholders’ rights
is made available to our Shareholders

on our website, in our annual report and
material event disclosures in general, and
through individual queries, in particular.

The Shareholders’ queries in relation to the
legal and commercial relationships between
our company and the real persons or legal
entities with which our company is directly
or indirectly associated in terms of capital,
management or auditing are also fulfilled
to the extent permitted by the applicable
legislation.

All information that might affect the
Shareholders’ exercise of their rights is
made available to the same on our Internet
site in an updated manner, with a view to
expand their right of obtaining information.

2.3 Information About General Assembly
Meetings

In 2016, one General Assembly meeting
was convened which was the 2015 Annual
General Assembly meeting held on

24 March 2016.

The said meeting was held with the
participation of Shareholders representing
72.1% or a portion of TL 360.6 million of
our paid-in capital of TL 500 million.

While the company’s Board Directors,
other relevant individuals, officials and
auditors responsible for drawing up the
financial statements, an official from the
Independent Audit Company auditing

the financial statements of the company
and some employees participated in the
meeting, other stakeholders or media
representatives did not attend the meeting.

The announcement on the meeting
invitation including the meeting place,
date, hour, agenda, and a specimen of a
proxy statement was published at least
three weeks prior to the meeting date in
the Turkish Trade Registry Gazette, Posta
and Habertiirk daily newspapers, at
www.anadolusigorta.com.tr, Central
Registry Agency (CRA) and Public
Disclosure Platform (in Turkish: KAP).

Care is taken that General Assembly
announcements cover:

+ The meeting date and hour

+ The meeting place,

+ Agenda,

+ Necessary information about the agenda
items,

+ Former and current versions of the
amended article(s) as approved by the
related authorities, if the agenda covers
any amendments to the Articles of
Incorporation,

+ The body making the invitation,

+ The reason for postponement of the
original meeting and the meeting
quorum for the current one, if the
General Assembly is summoned to
reconvene upon postponement of the
original one for any reason,

+ In ordinary meeting announcements,
the address at which the annual
report, financial statements, and other
documents related to the General
Assembly can be examined.

Financial statements and reports including
the annual report; informative documents
on the General Assembly meeting agenda
items for which there was a need, and
other documents underlying the agenda
items; the latest version of the Articles of
Incorporation and the amendment text,

if applicable, and the grounds therefor,
shall be made available at the company
headquarters and branches for review by
our shareholders from the date of the
announcement summoning the General
Assembly.
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Other Matters and Financial Statements
An Assessment of Financial Standing, Profitability and Solvency

An Assessment of Financial Standing, Profitability and Solvency

Premium Production

Anadolu Sigorta registered TL 4,484,060 thousand in premium
production in 2016. The greatest contributors to premium
production were motor vehicles liability, motor vehicles, fire and
natural disasters, and illness-health branches.

A portion in the amount of TL 885,938 thousand of premiums were
ceded through reinsurance in 2016, thus significantly reducing
retained risk in branches likely to present high claim settlements in
particular, such as fire, watercraft and general losses.

Solvency and Solvency Performance

Having adopted it as a duty to make claim payments fully and
timely to its policyholders, Anadolu Sigorta attained this goal once
again in 2016 drawing on its solid asset structure and balanced
liquidity ratio. A big part of the risk was ceded through reinsurance
contracts made in branches under which high-amount coverage is
provided such as fire and general losses, thus making it possible for
the Company’s asset structure to remain unaffected by claims paid
in big amounts.

In 2016, claims paid amounted to TL 2,236,015 thousand. A
significant portion of the claims paid arose, in order, from losses in
motor vehicles liability, motor vehicles, health/illness, and fire and
natural disasters. Combined loss/premium ratio was 80.1%, 1.5
points lower than its 2015 value.
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Premium production (TL thousand)

2016 T 4 484,060
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2016 S 2 236,015
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2015 s ] 685,031

2014 EEEEEEEEEEEEEEE———— ] 412,362
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Anadolu Sigorta Annual Report 2016



Other Matters and Financial Statements
Information on Financial Structure

Information on Financial Structure

Assessment of Profitability

The company booked a profit of TL 111,184 thousand in 2016.
Return on equity and return on assets stood at 7.2% and 1.5%,
respectively.

Assets Performance

As of year-end 2016, total assets reached TL 5,974,173 thousand,
up 22.2% year-on. With a share of 66.4% representing the largest
item in total assets, total cash and financial assets grew 32.8%
year-on to TL 3,966,074 thousand, giving confidence with respect
to payment of possible losses to policyholders with this large
volume..

Capital Volume

The nominal capital of Anadolu Sigorta was TL 500,000 thousand
as at year-end 2016.

Anadolu Sigorta Annual Report 2016

Gross Profit/Loss (TL thousand)

2015 eSS (65,576

Gross Profit-Loss/Gross Premium Production (%)

2016 S 2 5

2014 S 3.1

Total Assets (TL thousand)

2016 e 5 074173

2014 e 3,773,391

Nominal Capital (TL thousand)

2016 EEEEEEEEEEEEEEEEEEEEs——— 500,000

2014 oeesssss—————— 500,000
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Information for Investors

Summary Financial Information for the
Last 5 Years Including the Reporting Period

(TL thousand) 2016 2015 2014 2013 2012
Gross Premiums 4,484,060 3,610,674 3,004,830 2,749,704 2,234,633
Technical Division Balance 157,564 103,634 121,260 100,878 -72,500
Investment Income 487,727 368,013 258,928 186,213 154,411
Investment Expenses -505,094 -382,414 -275,810 -187,216 -154,271
Other Income and Expenses -29,013 -23,656 -11,736 -32,414 8,378
Period Gross Income (Loss) 111,184 65,576 92,642 67,462 -63,981
Taxation -23,317 -1,770 -21,082 - -
Period Net Income (Loss) 87,867 63,806 71,560 67,462 -63,981
Shareholders’ Equity 1,223,180 1,201,893 1,019,833 913,016 756,361
Total Assets 5,974,173 4,887,545 3,773,391 3,252,770 2,498,198

Information for Investors

Capital

Registered capital: TL 700,000,000
Paid-in capital: TL 500,000,000

Shares

The company’s capital is divided into 50,000,000,000 shares each with a value of TL 0.01 and entitling their holders to one vote. The

company'’s free float rate is 48%.

Stock Exchange

The company'’s shares are traded on Borsa istanbul Stars Market under the ticker symbol ANSGR and are included in BIST Corporate

Governance, BIST Financial, BIST Insurance, BIST All, BIST All-100, BIST Stars indices.

Investor Relations Unit

Riizgarlibahce Mahallesi Kavak Sokak No: 31 34805 Kavacik / ISTANBUL

Tel: +90 850 744 0 744

E-mail: investor.relations@anadolusigorta.com.tr

Website : www.anadolusigorta.com.tr/en/investor-relations

'-’l_r-f Anadolu Sigorta
T Lt Website Investor

E: Relations Page
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