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Being the preferred choice by creating
distinctive and quality service 

Our policy
regarding quality

To ensure the satisfaction of our cus-
tomers, shareholders and employees
by creating a high standard of service
by rendering the best and highest
quality services in line with our policy
guidelines. To contribute to activities
which bring about positive social ben-
efits.

Our main objectives

> To increase our market share by
investing in technology and human
resources and by constantly improving
the quality of service.

> To ensure operational efficiency.

> To continue to render bank insur-
ance services in an efficient manner
and to improve in this area.

> To increase production and the vol-
ume of customers using approaches
and services based on the banking
customer segment of the bank distri-
bution channel.

> To strengthen our presence in the
Agency Distribution Channel

> To increase product use within our
customer base by making more effi-
cient use of Alternative Distribution
Channels and to raise profitability by
means of lower sales costs.

> To ensure efficiency risk manage-
ment and customer-based pricing, and
to ensure efficient portfolio manage-
ment in all branches.
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2004

2003

171
2005 300

120
2002 87

We’ve expanded faster than the sector in the 
premium generation...

The number of our policies has increased and    
our base is increasing...

Our technical profit is constantly increasing...

million YTL

2004

2003

120
2005 223

80
2002 58

million dolar

2004

2003

355,218
2005 631,774

253,028
2002 182,307

2004

412005

2003
2002

million YTL

2004

2003

19.9
2005 30.5

9.9
2002 6.0

million dolar



We have increased our assets; we are growing...

We have augmented our equity capital; we are    
growing stronger...

We have grown in a profitable manner...

2004

2003

43
2005 57

30
2002 14

million YTL

2004

2003

32
2005 43

22
2002 9

million dolar
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24.82005

2003
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million YTL

2004

2003

6.8
2005 18.5

4.3
2002 0.8

million dolar

2004

2003

146
2005 197

103
2002 60

million YTL
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109
2005 147

74
2002 37

million dolar



Garanti Insurance in Brief

Garanti Insurance is the most succesful
company of the sector in 2005*

Garanti Insurance which operates in the non-life branch is the most successful applier
and leader of banking insurance.

Garanti Insurance, in addition to bank distribution channels, provides insurance products
and services to its customers with its nation wide agency and broker network. Garanti
Insurance which has close relations with group companies carries out important work
with companies on insurance. In 2005 significant production was realized through
Alternative Distribution Channels, and Alo Garanti Insurance which operates 365 days 24
hours has taken on an important role in improving customer satisfaction.

Garanti Insurance has shown significant development in growth, profits and market
share figures in 2005. While the insurance sector grew by 20,5% in 2005 Garanti
Insurance has displayed a 75% growth with 299.6 million YTL productions to become
the leader in growth. Garanti Insurance, knowing that growth has to be continuous and
profitable, has closed 2005 with a 41 million YTL technical profit and showed a growth
of 44%. Profit before tax has shown a 157% growth compared to the previous year and
was 24.8 million YTL.

Garanti Insurance which closed 2005 in 9th order has increased its market share from
3,4% to 4.7%. (9th in 2004). When we examine on branch basis, in fire, marine, casualty
and personal accident branches it is above total market share and is the sector leader in
engineering and credit branches.

Garanti Insurance has won the tender in 2005 and has earned the right to manage
Turkish Catastrophic Insurance Pool (TCIP) for 5 years. TCIP, has been established after
the 1999 earthquake and continues its work with Compulsory Earthquake Insurance in
being aware and prepared for earthquake which is one of the most important matters
of our country.

Garanti Insurance which has a long term and deep rooted relation with international
reinsurers is working intensively with companies such as Munich Re, Swiss Re, Maphre
Re and Endurance. Garanti Insurance is in close cooperation with Milli Re which is the
largest reinsurance company of our country.

Garanti Insurance is differentiated from its competitors in the sector with its business
strategies, ability to correctly perceive and price risk, balanced portfolio structure, high
technology and cost awareness it shapes with an innovative approach.

* Has been elected by Dünya Newspaper.
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Net profit

Amount of claims paid Technical profitability ratio

(thousand YTL) %

Equity capital profitability Asset profitability

% %

At the end of its 16th year of operation, Garanti
Insurance is an organization distinguished with its
efficient marketing correct risk pricing policies, the
variety of its distribution channels, its ability to
render fast and high quality services and its
devotion to ethical values; and is capable of
attaining consistent and sustainable performance
even in the hardest economic conjunctures
encountered in our country. 

Technical profit

Financial Indicators

2004

2003

6,600
2005 15,803

4,608
2002 133

(thousand YTL)

2004

2003

28,452
2005 40,896

14,916
2002 9,029

(thousand YTL)

2004

2003

75,987
2005 100,045

38,451
2002 43,563

2004

2003

16.6
2005 13.6

12.5
2002 10.4

2004

2003

22.2
2005 43.2

21.6
2002 8.6

2004

2003

6.6
2005 12.6

6.3
2002 2.0
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On Behalf of the Board of Directors

Dear shareholders,

Sustainable performance

During the year 2005 when hopeful progress was made, Garanti Insurance
maintained its usual performance level in spite of rapidly changing market
conditions and completed yet another year of operation with successful
financial and operational results. 

I thank you

Here, I would like to thank the Garanti Insurance team, our agencies and
brokers who helped us to build this sustainable performance and to our
precious customers who preferred us. 

Do¤ufl Group, Garanti Bank and our Company

Our shareholder Do¤ufl Group continued to firmly believe and rely on the
insurance sector in all kinds of market conjuncture, and to provide us with
great and uninterrupted support. One of the important consequences of
this support and the Group’s service presentation strategy is our synergic
cooperation with Garanti Bank. From the day our company was first
established, Garanti Bank continues to be our most important distribution
channel and to boast the greatest share in our premium generation. 

In 2005, Garanti Insurance continued the practice of bancassurance. The
positive effects of maximizing the integration with bank distribution
channels which generate the majority of the premiums rapidly became
apparent not only on premium generation but also on service presentation. 

Right along with bank integration, system integration has also been
realised with our group firms VDF and Garanti Leasing; results of these
successful operations have been reflected in production.

The Garanti brand is our leading positive value. The business philosophy,
customer-oriented approach, devotion to ethical values and vast business
experience of the Do¤ufl Group and thus Garanti Bank are among the
foremost of those values and our most important guides. 

The Garanti brand is our leading positive value. The
business philosophy, customer-oriented approach,

devotion to ethical values and vast business experience
of the Do¤ufl Group and thus Garanti Bank are among
the foremost of those values and our most important

guides. 

Aclan Acar
Chairman of the Board of Directors

Hasan Güller
General Director

2005 has ended as a successful year for Garanti Insurance which is
distinguished with its innovative, quality and effective service

perspective. Our company has increased its premium generation by
75%, achieving 40.9 million YTL technical profits and continuing to

offer its products and services to an ever growing customer base.
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Message by the General Director

Our eminent business partners, agencies, dear
employees and esteemed customers who are giving
strength to Garanti Insurance; 

We are delighted to share our activity report for the year 2005 with you.

2005 will be remembered as a period of achieving pleasing developments and
securing positive macro-economic results both for Garanti Insurance and our
sector.

The economic environment is reflecting a positive outlook

Today, while leaving the year 2005 behind, if we turn back and look at the
past, and evaluate the last four years during which the adverse effects of the
economic crisis we faced in 2001 were remedied to a large extent, I see a
general economic atmosphere where the economy has grown by 7.5% on
average and a single digit figure in the inflation rate is eventually achieved after
many long years, economic and political stability has been achieved, significant
advances are made in privatization revenues, dialogues with the EC began,
foreign investments have reached to a significant volume and it started to
change in structure in such a way that the share of the direct foreign capital in
total investments has increased, but besides these, however, the level of
current deficit in balance of payments has also increased.

Looking at the year 2005, I perceive it as a year when general economic targets
have been met to a large extent, significant advances in fighting the inflation
were made, and while the terms of consumer loans, and especially the home
loans have been extended, their usage were also increased.

Insurance sector and Garanti Insurance

Within this general outlook, if we are to take a closer look at the insurance
sector, we observed a trend which is parallel to the approach “during the
periods of improving economy, the insurance sector performs even better”.
The insurance sector caught a 15.2% growth trend and reached to a size of
7.8 billion YTL in volume. Its share in GNP also reached 1.60% in ratio.

Whereas, when the non-life insurance companies, among which Garanti
Insurance also takes place, are evaluated, the companies have grown by 20.5%
and reached to a size of 6.3 billion YTL. in volume. 
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Message from the General Manager

an unrivalled position in this area as well.
And our employees are “our most valuable asset” who carried Garanti
Insurance to this present day. We perceived this investment, we have made on
our employees, as the investments we have made to our company. The
“Institutional Wellness” project, which we started in 2004, brought along with
it a rapid improvement and variations in 2005. We have opened our sports
complex. Our employees found an opportunity to engage in sports activities
accompanied by an assigned specialist in a fully equipped center in the
mornings, at noons and in the evenings. Our aerobics lessons also began. We
are practicing yoga at noons.

We aimed to release the burden of stressful business life. With the
contribution of our dietitian, our employees started to eat healthier foodstaff.
We contributed to the development of team spirit by participating in the
bowling tournaments, by going to movies and theatre activities together. We
cannot overdo in what we are doing for the employees of our company which
provide consultancy services and create loyalty. Because my colleagues
deserve even more.

About the future

We believe in the great potential of the insurance sector in our country which
is awaiting discovery. Our Company, with its sound capital, exceptional
human resources and its strategies, which are under every kind of market
conditions with successful results, will convert this great potential to
increasing business volumes.

Garanti Insurance has the energy to realize its vision. Our company will serve
even more customers with its unquestionable leadership in bancassurance
business and with our agencies and brokers who are our business partners
with whom “we all eat from the same dish”.

I extend my gratitude to our Board of Directors which guided our work with
their vast experience. I convey my thanks to all our customers, agencies,
brokers who preferred us and to our beloved employees who have
contributed to every bit of this success with their great efforts. I remain, 

Yours truly,

Hasan Güller
General Director

Message from the General Manager
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The non-life insurance sector which has grown above the general economy in real
terms, could only attain 589 million YTL profits in terms of technical profitability.
The reasons for this result not standing at higher levels can be shown as the impact
of the price indexed competition  and the technical losses of minus 9% in the
accident branch, which has a 59% share in premium generation. 

The financial revenues, which had declined due to decreased inflation and interest
rates, now have given rise to the necessity of focusing on technical profits in the
insurance sector. Competition is to be sought, not in prices but in service quality
and differentiation.

Garanti Insurance which is one of the major players of non-life insurance sector has
become the fastest growing insurance company with the greatest increase in
market share in 2005 by increasing its premium generation by 75% (premium
increase of the non-life companies is 20.5%) and reaching a 299.6 million YTL
premium in volume.

Whereas, in terms of technical profitability, while becoming one of the companies
with the highest technical profit in absolute value, with a 44% increase equalling
to a 40.9 million YTL technical profitability, it has reached a 14% technical profit
ratio (9% in non-life companies).

With these data, Garanti Insurance has become a company which has shown with
de facto results that growth can also be profitable.

The insurance sector should be aiming for a sustainable and profitable growth and
control its costs much better within the country economy, where we expect a
positive outlook and a downwards trend in the inflation and interest rates to
continue. Garanti Insurance has started to harvest the fruits of its policies, which
are pursued with great consciousness and determination, and has achieved a very
distinguished position for itself in the sector. Now, its time to maintain the
continuity in this subject.

Relations with Do¤ufl Group

Garanti Insurance, the leader organization of the bancassurance business, which had
maintained this leadership also in 2005, has improved its collaboration with Garanti
Bank and other companies of the Do¤ufl Group. The close collaboration with Garanti
Leasing, Vdf and Do¤ufl Automotive have been built and developed on the basis of
win-win principle. These co-operations have made great contributions to our Group
Companies and Garanti Insurance, both in terms of competitive advantage in the
sector and also in terms of customer satisfaction. branches. 

“Turkish Catastrophe Insurances Pool” 

Garanti Insurance has undertaken the administration of Natural Disaster
Insurances Institution “DASK” for a period of 5 year in 2005.  While continuing
to advance this institution to even higher positions, with the awareness of
social responsibility, in collaboration with the other 25 insurance companies,
which are currently providing Compulsory Earthquake Insurances together with
their agencies, brokers and bank branches, the number of policies has
exceeded 2.5 million. We are aware of and acknowledge the significant efforts
of the insurance companies, agencies, brokers and bank branches in achieving
this figure. 

Creating service differentiation

Another area that differentiates Garanti Insurance is the effective usage of its
Alternative Distribution Channels. While reaching a 10 million YTL generated
figure after a 3 years of work and implementation period, the opportunity is
created to reach and provide services to customers, who could not be reached
by traditional distribution channels. Our investments directed towards this area
will be continued and diversified.  

Relations with distribution channels

The number of our agencies with whom “we could all eat from the same dish”
has exceeded 100. The targetted number of 150, as of end 2006, will be
achieved and this number will be fixed. The ethics and principled approach and
reliable stature of Garanti Insurance are the virtueous which are prefered by
the agencies and the brokers. Our policy also in these distribution channels is
to build them on the “win-win” principle and  to increase the production
through these channels as a company which “delivers what it says and does
not make any promises on what it cannot deliver”. 

Investing in technology and people

Our technology is an important differentiator which raised us to the position
where we stand today. We started to reap the results of a 3 years of
investment in 2005. While our policy number reached to 632.000 policies, with
an increase of 78%, we could manage this growth and achieve customer
satisfaction with the strength given to us by our technological infrastructure. I
see this only as a beginning. The coming years will carry Garanti Insurance to

Turkish Catastrophe Insurance PoolNatural Catastrophe Insurance Pool is under
Garanti Insurance administration for 5 years… 
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AUDITOR’S REPORT

To the Board of Directors of
Garanti Insurance A.fi.

1. We have audited the accompanying balance sheet of Garanti Insurance A.fi. (“the Company”) at 31 December 2005 and the
related statements of income and of cash flows for the year then ended, all expressed in the equivalent purchasing power of the
Turkish lira as of 31 December 2005. These financial statements are the responsibility of the Company's management. Our
responsibility is to express an opinion on these financial statements based on our audit.

2. We conducted our audit in accordance with International Standards on Auditing. Those Standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

3. In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of the Company
at 31 December 2005 and the results of its operations and its cash flows for the year then ended in accordance with International
Financial Reporting Standards.

Baflaran Nas Serbest Muhasebeci 
Mali Müflavirlik A.fi.
a member of
PricewaterhouseCoopers

Talar Gül, SMMM
Sorumlu Ortak, Bafldenetçi

Istanbul, 1 May 2006

Baflaran Nas Serbest Muhasebeci
Mali Müflavirlik A.fi.
a member of
PricewaterhouseCoopers
BJK Plaza, Süleyman Seba Caddesi
No:48 B Blok Kat 9 Akaretler
Befliktafl 34357 ‹stanbul-Turkey
www.pwc.com.tr
Telephone +90 (212) 326 6060
Facsimile +90 (212) 326 6050
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GARANT‹ INSURANCE A.fi.

BALANCE SHEETS AT 31 DECEMBER 2005 AND 2004

(Amounts expressed in New Turkish Lira (“YTL”) in terms of the purchasing power of the YTL as at 31 December 2005)

RReessttaatteedd
NNootteess 22000055 22000044

AASSSSEETTSS  

CCuurrrreenntt  aasssseettss
Cash and cash equivalents 5 93,929,172 12,561,302
Financial assets at-fair-value-through income 6 - 10,182,629
Held-to-maturity financial assets 6 202,977 -
Available-for-sale financial assets 6 6,957,935 16,001,649
Premiums receivable, net 7 69,381,950 64,877,779
Due from insurance and reinsurance companies 13 2,840,743 2,835,516
Deferred commission expense 14,769,207 7,459,348
Other assets 8 1,498,241 7,247,271

TToottaall  ccuurrrreenntt  aasssseettss 118899,,558800,,222255 112211,,116655,,449944

NNoonn--ccuurrrreenntt  aasssseettss
Available-for-sale equity securities 11 137,818 55,834
Financial assets at-fair-value-through income 6 - 7,448,539
Held-to-maturity financial assets 6 - 200,892
Available-for-sale financial assets 6 - 9,769,921
Deferred tax assets, net 12 5,312,777 4,804,834
Property and equipment, net 9 12,554,307 12,873,083
Intangible assets, net 10 1,480,995 1,114,584

TToottaall  nnoonn--ccuurrrreenntt  aasssseettss 1199,,448855,,889977 3366,,226677,,668877

TToottaall  aasssseettss 220099,,006666,,112222 115577,,443333,,118811

RReessttaatteedd
NNootteess 22000055 22000044

LLIIAABBIILLIITTIIEESS  AANNDD  SSHHAARREEHHOOLLDDEERRSS’’  EEQQUUIITTYY  

CCuurrrreenntt  lliiaabbiilliittiieess
Due to insurance and reinsurance companies 13 35,974,036 31,021,978
Premium reserves 13 - 96,352
Taxes on income 12 2,082,319 1,081,914
Short-term lease obligations 9 605 2,497
Other liabilities 14 2,669,455 11,073,228

TToottaall  ccuurrrreenntt  lliiaabbiilliittiieess 4400,,772266,,441155 4433,,227755,,996699

IInnssuurraannccee  rreesseerrvveess,,  nneett  ooff  rreeiinnssuurraannccee
Reserve for unearned premiums 15 62,399,068 43,277,671
Deferred commission income 15 13,860,261 9,547,884
Claims provision 15 23,796,554 14,533,381

TToottaall  iinnssuurraannccee  rreesseerrvveess 110000,,005555,,888833 6677,,335588,,993366

Non-current liabilities
Provision for employment termination benefits 16 406,706 419,389
Long-term lease obligations 9 - 632

TToottaall  nnoonn--ccuurrrreenntt  lliiaabbiilliittiieess 440066,,770066 442200,,002211

TToottaall  lliiaabbiilliittiieess 114411,,118899,,000044 111111,,005544,,992266

SShhaarreehhoollddeerrss’’  eeqquuiittyy
Share capital 17 35,000,000 25,000,000
Adjustment to share capital 54,351,873 59,212,026

Total paid-in capital 89,351,873 84,212,026
Available-for-sale reserve 17,979 -
Accumulated deficit (21,492,734) (37,833,771)

TToottaall  sshhaarreehhoollddeerrss’’  eeqquuiittyy 6677,,887777,,111188 4466,,337788,,225555

TToottaall  lliiaabbiilliittiieess  aanndd  sshhaarreehhoollddeerrss  eeqquuiittyy 220099,,006666,,112222 115577,,443333,,118811      

These financial statements have been approved for issue by the General Manager of the Company on 1 May 2006.

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

(thousand YTL) 

Years Technical profit Change%
2000 7,377 374
2001 5,829 (21)
2002 9,029 55
2003 14,916 65
2004 28,452 91
2005 40,896 44

Gross profit

(thousand YTL) 

Gross profit Change%
2000 3,654 -
2001 4,520 23.7
2002 1,204 (73)
2003 6,463 437
2004 9,626 49
2005 24,774 157

Profitability

Garanti Insurance’s gross profit for the year 2005 amounted to YTL 24.8 million.

The technical profit for the year 2005 amounted to YTL 40.9 million. The examination of the sub-components
of the technical profit on the basis of branches reveals that the biggest share belongs to fire insurance with
YTL 13 million.
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Net profit

At the end of its 16th year of operation, Garanti
Insurance is an organization distinguished with its
efficient marketing correct risk pricing policies, the
variety of its distribution channels, its ability to
render fast and high quality services and its
devotion to ethical values; and is capable of
attaining consistent and sustainable performance
even in the hardest economic conjunctures
encountered in our country. 

Technical profit

Financial Indicators

2004

2003

6,600
2005 15,803

4,608
2002 133

(thousand YTL)

2004

2003

28,452
2005 40,896

14,916
2002 9,029

(thousand YTL)
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Amount of claims paid Technical profitability ratio

(thousand YTL) %

Equity capital profitability Asset profitability

% %

2004

2003

75,987
2005 100,045

38,451
2002 43,563

2004

2003

16.6
2005 13.6

12.5
2002 10.4

2004

2003

22.2
2005 43.2

21.6
2002 8.6

2004

2003

6.6
2005 12.6

6.3
2002 2.0
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On Behalf of the Board of Directors

Aclan Acar
Chairman of the Board of Directors
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Dear shareholders,

Sustainable performance

During the year 2005 when hopeful progress was made, Garanti Insurance
maintained its usual performance level in spite of rapidly changing market
conditions and completed yet another year of operation with successful
financial and operational results. 

I thank you

Here, I would like to thank the Garanti Insurance team, our agencies and
brokers who helped us to build this sustainable performance and to our
precious customers who preferred us. 

Do¤ufl Group, Garanti Bank and our Company

Our shareholder Do¤ufl Group continued to firmly believe and rely on the
insurance sector in all kinds of market conjuncture, and to provide us with
great and uninterrupted support. One of the important consequences of
this support and the Group’s service presentation strategy is our synergic
cooperation with Garanti Bank. From the day our company was first
established, Garanti Bank continues to be our most important distribution
channel and to boast the greatest share in our premium generation. 

In 2005, Garanti Insurance continued the practice of bancassurance. The
positive effects of maximizing the integration with bank distribution
channels which generate the majority of the premiums rapidly became
apparent not only on premium generation but also on service presentation. 

Right along with bank integration, system integration has also been
realised with our group firms VDF and Garanti Leasing; results of these
successful operations have been reflected in production.

The Garanti brand is our leading positive value. The business philosophy,
customer-oriented approach, devotion to ethical values and vast business
experience of the Do¤ufl Group and thus Garanti Bank are among the
foremost of those values and our most important guides. 

The Garanti brand is our leading positive value. The
business philosophy, customer-oriented approach,

devotion to ethical values and vast business experience
of the Do¤ufl Group and thus Garanti Bank are among
the foremost of those values and our most important

guides. 
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On Behalf of the Board of Directors

Our agencies and brokers

Our cooperation with our agencies and brokers based on mutual
respect, productivity and ethical principles continued throughout the
year. Our medium-term objectives are to strengthen our agency channel
and to increase the share of our business partners in the growing
premium generation. 

Our policy in this field will continue to develop within the framework of
the principles of mutual trust, determination and long-term relation as
well as resolution. 

Our customers

For the Do¤ufl Group and Garanti, the customer is the focal point.
Unconditional customer satisfaction is at the core of all corporate
actions taken by Garanti Insurance and steers all decisions. An insurance
company must act consistently on any subject that a customer is seeking
assurance for and to fulfill the requirements brought about by its
signature on the policy in an excellent manner. 

As Garanti Insurance, we attach great importance to act efficiently,
rapidly and accurately in all phases of the insurance process from
marketing to policy renewal, from damage ascertainment to damage
payment. The pains we take over this subject establish the quality of our
service and ensure that our customers are satisfied of our services. I
would like to thank all of our customers for the trust they put in Garanti
Insurance. 

Our employees

Our sustainable accomplishments result from team work. All of our
employees worked with determination and enthusiasm by putting their
hearts into their work in 2005 with the purpose of advancing Garanti
Insurance even further. 

In our struggle to render services, satisfying our employees is as
important as our product and service spectrum. As always, we use
efforts to present our employees with the best possible employment
opportunities allowed by current market conditions. We continue to be
engaged in practices feeding the team spirit and supporting the act of
being a team as well as a contemporary and modern working
environment, and in corporate training work without losing
momentum. 
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In the field of insurance where competition is growing fiercer
day by day, we have to grow and continue to go our way by

being engaged in our principal work. In the new economic
environment where inflation is finally down to one-digit
figures, the era of surviving with financial profits is over.

Technical profit or, to put it simply, income to be obtained by
presenting insurance products and services in simple terms, will

determine competition and permanence in the market in the
medium term. 

While moving ahead towards the future

Garanti Insurance is moving ahead towards the future by taking firm
steps. We are aware that the times ahead will not be easier than
yesterday. The market we are in is sure to cause not only new
opportunities but also new problems to arise. 

In the field of insurance where competition is growing fiercer day by
day, we have to grow and continue to go our way by being engaged in
our principal work. In the new economic environment where inflation is
finally down to one-digit figures, the era of surviving with financial
profits is over. Technical profit or, to put it simply, income to be
obtained by presenting insurance products and services will determine
competition and permanence in the market in the medium term. 

As long as we keep on progressing towards the same goal together with
our agencies, employees and customers, the future will be even finer for
Garanti Insurance in spite of any obstacles that could be encountered
along the way.

Saying farewell to Garanti Insurance where I acted as the Chairman of
the Board of Directors, I want to revoice my thanks to Garanti Insurance
family and wish continuing success.

Best regards,

Aclan Acar
Chairman of the Board of Directors



Hasan Güller
General Director
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Message by the General Director



2005 has ended as a successful year for Garanti Insurance which is
distinguished with its innovative, quality and effective service

perspective. Our company has increased its premium generation by
75%, achieving 40.9 million YTL technical profits and continuing to

offer its products and services to an ever growing customer base.
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Our eminent business partners, agencies, dear
employees and esteemed customers who are giving
strength to Garanti Insurance; 

We are delighted to share our activity report for the year 2005 with you.

2005 will be remembered as a period of achieving pleasing developments and
securing positive macro-economic results both for Garanti Insurance and our
sector.

The economic environment is reflecting a positive outlook

Today, while leaving the year 2005 behind, if we turn back and look at the
past, and evaluate the last four years during which the adverse effects of the
economic crisis we faced in 2001 were remedied to a large extent, I see a
general economic atmosphere where the economy has grown by 7.5% on
average and a single digit figure in the inflation rate is eventually achieved after
many long years, economic and political stability has been achieved, significant
advances are made in privatization revenues, dialogues with the EC began,
foreign investments have reached to a significant volume and it started to
change in structure in such a way that the share of the direct foreign capital in
total investments has increased, but besides these, however, the level of
current deficit in balance of payments has also increased.

Looking at the year 2005, I perceive it as a year when general economic targets
have been met to a large extent, significant advances in fighting the inflation
were made, and while the terms of consumer loans, and especially the home
loans have been extended, their usage were also increased.

Insurance sector and Garanti Insurance

Within this general outlook, if we are to take a closer look at the insurance
sector, we observed a trend which is parallel to the approach “during the
periods of improving economy, the insurance sector performs even better”.
The insurance sector caught a 15.2% growth trend and reached to a size of
7.8 billion YTL in volume. Its share in GNP also reached 1.60% in ratio.

Whereas, when the non-life insurance companies, among which Garanti
Insurance also takes place, are evaluated, the companies have grown by 20.5%
and reached to a size of 6.3 billion YTL. in volume. 



Message from the General Manager
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The non-life insurance sector which has grown above the general economy in real
terms, could only attain 589 million YTL profits in terms of technical profitability.
The reasons for this result not standing at higher levels can be shown as the impact
of the price indexed competition  and the technical losses of minus 9% in the
accident branch, which has a 59% share in premium generation. 

The financial revenues, which had declined due to decreased inflation and interest
rates, now have given rise to the necessity of focusing on technical profits in the
insurance sector. Competition is to be sought, not in prices but in service quality
and differentiation.

Garanti Insurance which is one of the major players of non-life insurance sector has
become the fastest growing insurance company with the greatest increase in
market share in 2005 by increasing its premium generation by 75% (premium
increase of the non-life companies is 20.5%) and reaching a 299.6 million YTL
premium in volume.

Whereas, in terms of technical profitability, while becoming one of the companies
with the highest technical profit in absolute value, with a 44% increase equalling
to a 40.9 million YTL technical profitability, it has reached a 14% technical profit
ratio (9% in non-life companies).

With these data, Garanti Insurance has become a company which has shown with
de facto results that growth can also be profitable.

The insurance sector should be aiming for a sustainable and profitable growth and
control its costs much better within the country economy, where we expect a
positive outlook and a downwards trend in the inflation and interest rates to
continue. Garanti Insurance has started to harvest the fruits of its policies, which
are pursued with great consciousness and determination, and has achieved a very
distinguished position for itself in the sector. Now, its time to maintain the
continuity in this subject.

Relations with Do¤ufl Group

Garanti Insurance, the leader organization of the bancassurance business, which had
maintained this leadership also in 2005, has improved its collaboration with Garanti
Bank and other companies of the Do¤ufl Group. The close collaboration with Garanti
Leasing, Vdf and Do¤ufl Automotive have been built and developed on the basis of
win-win principle. These co-operations have made great contributions to our Group
Companies and Garanti Insurance, both in terms of competitive advantage in the
sector and also in terms of customer satisfaction. branches. 

Turkish Catastrophe Insurance Pool is under
Garanti Insurance administration for 5 years… 
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“Turkish Catastrophe Insurances Pool” 

Garanti Insurance has undertaken the administration of Turkish Catastrophe
Insurances Pool for a period of 5 year in 2005.  While continuing to advance
this institution to even higher positions, with the awareness of social
responsibility, in collaboration with the other 25 insurance companies, which
are currently providing Compulsory Earthquake Insurances together with their
agencies, brokers and bank branches, the number of policies has exceeded 2.5
million. We are aware of and acknowledge the significant efforts of the
insurance companies, agencies, brokers and bank branches in achieving this
figure. 

Creating service differentiation

Another area that differentiates Garanti Insurance is the effective usage of its
Alternative Distribution Channels. While reaching a 10 million YTL generated
figure after a 3 years of work and implementation period, the opportunity is
created to reach and provide services to customers, who could not be reached
by traditional distribution channels. Our investments directed towards this area
will be continued and diversified.  

Relations with distribution channels

The number of our agencies with whom “we could all eat from the same dish”
has exceeded 100. The targetted number of 150, as of end 2006, will be
achieved and this number will be fixed. The ethics and principled approach and
reliable stature of Garanti Insurance are the virtueous which are prefered by
the agencies and the brokers. Our policy also in these distribution channels is
to build them on the “win-win” principle and  to increase the production
through these channels as a company which “delivers what it says and does
not make any promises on what it cannot deliver”. 

Investing in technology and people

Our technology is an important differentiator which raised us to the position
where we stand today. We started to reap the results of a 3 years of
investment in 2005. While our policy number reached to 632.000 policies, with
an increase of 78%, we could manage this growth and achieve customer
satisfaction with the strength given to us by our technological infrastructure. I
see this only as a beginning. The coming years will carry Garanti Insurance to

Turkish Catastrophe Insurance Pool
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Message from the General Manager

an unrivalled position in this area as well.
And our employees are “our most valuable asset” who carried Garanti
Insurance to this present day. We perceived this investment, we have made on
our employees, as the investments we have made to our company. The
“Institutional Wellness” project, which we started in 2004, brought along with
it a rapid improvement and variations in 2005. We have opened our sports
complex. Our employees found an opportunity to engage in sports activities
accompanied by an assigned specialist in a fully equipped center in the
mornings, at noons and in the evenings. Our aerobics lessons also began. We
are practicing yoga at noons.

We aimed to release the burden of stressful business life. With the
contribution of our dietitian, our employees started to eat healthier foodstaff.
We contributed to the development of team spirit by participating in the
bowling tournaments, by going to movies and theatre activities together. We
cannot overdo in what we are doing for the employees of our company which
provide consultancy services and create loyalty. Because my colleagues
deserve even more.

About the future

We believe in the great potential of the insurance sector in our country which
is awaiting discovery. Our Company, with its sound capital, exceptional
human resources and its strategies, which are under every kind of market
conditions with successful results, will convert this great potential to
increasing business volumes.

Garanti Insurance has the energy to realize its vision. Our company will serve
even more customers with its unquestionable leadership in bancassurance
business and with our agencies and brokers who are our business partners
with whom “we all eat from the same dish”.

I extend my gratitude to our Board of Directors which guided our work with
their vast experience. I convey my thanks to all our customers, agencies,
brokers who preferred us and to our beloved employees who have
contributed to every bit of this success with their great efforts. I remain, 

Yours truly,

Hasan Güller
General Director
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Assessment of the Activity Results for the Year 2005

Premium generation

Increase in premium generation by branches

Premium Generation

Garanti Insurance’s total premium generation increased by 75% in 2005 and rose from YTL 171.1 million to YTL 299.6
million. 

The examination of the portfolio on the basis of branches reveals that the motor branch has the biggest share with 25%.
The motor branch is followed by the fire branch (21.5%) and non-engine branch respectively.

(thousand YTL) 
Garanti Insurance Non-Life Companies

% Change % Change
2000 39,262 94 1,302,272 80
2001 59,112 51 1,881,866 45
2002 87,098 47 2,734,125 45
2003 119,764 38 3,698,279 35
2004 171,052 43 5,264,471 43
2005 299,638 75 6,344,608 21

(thousand YTL) 

Garanti Insurance Non-Life Companies
Branches 2005 % Change 2005 % Change 
Fire 64,377 40 1,135,636 6
Transport 21,939 25 290,102 8
Casualty 139,226 116 3,714,966 22
Engineering 37,182 32 320,439 16
Agriculture 270 - 48,564 65
Health 14,012 308 593,809 47
Personal Accident 18,546 111 214,016 45
Credit 3,797 42 4,489 67
Legal Protection 289 127 21,584 14
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Technical profitability

(thousand YTL) 

Years Technical profit Change%
2000 7,377 374
2001 5,829 (21)
2002 9,029 55
2003 14,916 65
2004 28,452 91
2005 40,896 44

Gross profit

(thousand YTL) 

Gross profit Change%
2000 3,654 -
2001 4,520 23.7
2002 1,204 (73)
2003 6,463 437
2004 9,626 49
2005 24,774 157

Profitability

Garanti Insurance’s gross profit for the year 2005 amounted to YTL 24.8 million.

The technical profit for the year 2005 amounted to YTL 40.9 million. The examination of the sub-components
of the technical profit on the basis of branches reveals that the biggest share belongs to fire insurance with
YTL 13 million.
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AUDITOR’S REPORT

To the Board of Directors of
Garanti Insurance A.fi.

1. We have audited the accompanying balance sheet of Garanti Insurance A.fi. (“the Company”) at 31 December 2005 and the
related statements of income and of cash flows for the year then ended, all expressed in the equivalent purchasing power of the
Turkish lira as of 31 December 2005. These financial statements are the responsibility of the Company's management. Our
responsibility is to express an opinion on these financial statements based on our audit.

2. We conducted our audit in accordance with International Standards on Auditing. Those Standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

3. In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of the Company
at 31 December 2005 and the results of its operations and its cash flows for the year then ended in accordance with International
Financial Reporting Standards.

Baflaran Nas Serbest Muhasebeci 
Mali Müflavirlik A.fi.
a member of
PricewaterhouseCoopers

Talar Gül, SMMM
Sorumlu Ortak, Bafldenetçi

Istanbul, 1 May 2006

Baflaran Nas Serbest Muhasebeci
Mali Müflavirlik A.fi.
a member of
PricewaterhouseCoopers
BJK Plaza, Süleyman Seba Caddesi
No:48 B Blok Kat 9 Akaretler
Befliktafl 34357 ‹stanbul-Turkey
www.pwc.com.tr
Telephone +90 (212) 326 6060
Facsimile +90 (212) 326 6050

Garanti Insurance 2005 Annual Report 
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GARANT‹ INSURANCE A.fi.

BALANCE SHEETS AT 31 DECEMBER 2005 AND 2004

(Amounts expressed in New Turkish Lira (“YTL”) in terms of the purchasing power of the YTL as at 31 December 2005)

RReessttaatteedd
NNootteess 22000055 22000044

AASSSSEETTSS  

CCuurrrreenntt  aasssseettss
Cash and cash equivalents 5 93,929,172 12,561,302
Financial assets at-fair-value-through income 6 - 10,182,629
Held-to-maturity financial assets 6 202,977 -
Available-for-sale financial assets 6 6,957,935 16,001,649
Premiums receivable, net 7 69,381,950 64,877,779
Due from insurance and reinsurance companies 13 2,840,743 2,835,516
Deferred commission expense 14,769,207 7,459,348
Other assets 8 1,498,241 7,247,271

TToottaall  ccuurrrreenntt  aasssseettss 118899,,558800,,222255 112211,,116655,,449944

NNoonn--ccuurrrreenntt  aasssseettss
Available-for-sale equity securities 11 137,818 55,834
Financial assets at-fair-value-through income 6 - 7,448,539
Held-to-maturity financial assets 6 - 200,892
Available-for-sale financial assets 6 - 9,769,921
Deferred tax assets, net 12 5,312,777 4,804,834
Property and equipment, net 9 12,554,307 12,873,083
Intangible assets, net 10 1,480,995 1,114,584

TToottaall  nnoonn--ccuurrrreenntt  aasssseettss 1199,,448855,,889977 3366,,226677,,668877

TToottaall  aasssseettss 220099,,006666,,112222 115577,,443333,,118811

RReessttaatteedd
NNootteess 22000055 22000044

LLIIAABBIILLIITTIIEESS  AANNDD  SSHHAARREEHHOOLLDDEERRSS’’  EEQQUUIITTYY  

CCuurrrreenntt  lliiaabbiilliittiieess
Due to insurance and reinsurance companies 13 35,974,036 31,021,978
Premium reserves 13 - 96,352
Taxes on income 12 2,082,319 1,081,914
Short-term lease obligations 9 605 2,497
Other liabilities 14 2,669,455 11,073,228

TToottaall  ccuurrrreenntt  lliiaabbiilliittiieess 4400,,772266,,441155 4433,,227755,,996699

IInnssuurraannccee  rreesseerrvveess,,  nneett  ooff  rreeiinnssuurraannccee
Reserve for unearned premiums 15 62,399,068 43,277,671
Deferred commission income 15 13,860,261 9,547,884
Claims provision 15 23,796,554 14,533,381

TToottaall  iinnssuurraannccee  rreesseerrvveess 110000,,005555,,888833 6677,,335588,,993366

Non-current liabilities
Provision for employment termination benefits 16 406,706 419,389
Long-term lease obligations 9 - 632

TToottaall  nnoonn--ccuurrrreenntt  lliiaabbiilliittiieess 440066,,770066 442200,,002211

TToottaall  lliiaabbiilliittiieess 114411,,118899,,000044 111111,,005544,,992266

SShhaarreehhoollddeerrss’’  eeqquuiittyy
Share capital 17 35,000,000 25,000,000
Adjustment to share capital 54,351,873 59,212,026

Total paid-in capital 89,351,873 84,212,026
Available-for-sale reserve 17,979 -
Accumulated deficit (21,492,734) (37,833,771)

TToottaall  sshhaarreehhoollddeerrss’’  eeqquuiittyy 6677,,887777,,111188 4466,,337788,,225555

TToottaall  lliiaabbiilliittiieess  aanndd  sshhaarreehhoollddeerrss  eeqquuiittyy 220099,,006666,,112222 115577,,443333,,118811      

These financial statements have been approved for issue by the General Manager of the Company on 1 May 2006.

The accompanying notes form an integral part of these financial statements.
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GARANT‹ INSURANCE A.fi.

STATEMENTS OF REVENUES NON - LIFE BUSINESS
FOR THE YEARS ENDED 31 DECEMBER 2005 AND 2004

(Amounts expressed in New Turkish Lira (“YTL”) in terms of the purchasing power of the YTL as at 31 December 2005)

STATEMENTS OF INCOME
FOR THE YEARS ENDED 31 DECEMBER 2005 AND 2004

(Amounts expressed in New Turkish Lira (“YTL”) in terms of the purchasing power of the YTL as at 31 December 2005)

RReessttaatteedd
NNootteess 22000055 22000044

TToottaall  tteecchhnniiccaall  iinnccoommee 4411,,887755,,552277 3311,,551199,,995533

Interest income 12,825,082 10,137,596
Change in fair value of investments - 978,282
Gain on sale of property and equipment 13,562 -
Dividend income - 7,261
Foreign exchange income 555,560 895,222
Other income 1,150,716 221,075

TToottaall  iinnccoommee 5566,,442200,,444477 4433,,775599,,338899

EExxppeennsseess
General and administrative expenses 19 (26,260,119) (21,865,579)
Provision for doubtful and overdue receivables (157,299) (80,715)
Provision for employment termination benefits (388,222) (361,345)
Foreign exchange losses (379) (2,182,504)
Loss on sale of property and equipment - (441)
Impairment on property and equipment 9 - (4,354,632)
Loss on sale of  marketable securities (2,923) (995,105)
Other expenses and losses (801,547) (462,742)
Loss on net monetary position (4,211,840) (7,252,867)

TToottaall  eexxppeennsseess ((3311,,550077,,773311)) ((3377,,555555,,993300))

IInnccoommee  bbeeffoorree  ttaaxx 2244,,991122,,771166 66,,220033,,445599

Taxes on income 12 (8,571,679) (1,831,867)

NNeett  iinnccoommee 1166,,334411,,003377 44,,337711,,559922

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

RReessttaatteedd
NNoonn--LLiiffee  IInnssuurraannccee  BBuussiinneessss NNootteess 22000055 22000044

Earned premiums, net of reinsurance 100,799,871 71,944,013
Gross premiums written 302,338,396 186,088,930
Outward reinsurance premiums (182,417,128) (101,251,108)
Change in the reserve for unearned

premiums, net of reinsurance (19,121,397) (12,893,809)
Claims incurred, net of reinsurance

Claims paid, net (46,594,124) (30,521,640)
Gross amount (101,073,817) (82,530,815)
Reinsurers’ share 54,479,693 52,009,175

Change in claims provision, net of reinsurance (9,948,747) (5,557,050)
Gross amount (70,977,975) (63,482,437)
Reinsurers’ share 61,029,228 57,925,387

Commission income, net (316,850) (3,056,901)
Commission income 23,398,590 20,573,855
Commission expenses (23,715,440) (23,630,756)

Other income 20 4,097,342 6,401,799
Other expenses 21 (6,161,965) (7,690,268)

IInnccoommee  ffrroomm  nnoonn--lliiffee  iinnssuurraannccee  bbuussiinneessss 4411,,887755,,552277 3311,,551199,,995533

The accompanying notes form an integral part of these financial statements.
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GARANT‹ INSURANCE A.fi.

STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY
FOR THE YEARS ENDED 31 DECEMBER 2005 AND 2004

(Amounts expressed in New Turkish Lira (“YTL”) in terms of the purchasing power of the YTL as at 31 December 2005)

SShhaarree AAddjjuussttmmeenntt  ttoo OOtthheerr AAccccuummuullaatteedd
ccaappiittaall sshhaarree  ccaappiittaall rreesseerrvvee ddeeffiicciitt TToottaall

BBaallaannccee  aatt  11  JJaannuuaarryy  22000044  aass
pprreevviioouussllyy  rreeppoorrtteedd 1166,,000000,,000000 5588,,773355,,770055 -- ((3377,,224499,,993355)) 3377,,448855,,777700

Change in accounting policy,
deferred acquisition costs - - - (1,008,035) (1,008,035)

BBaallaannccee  aatt  11  JJaannuuaarryy  22000044  aass
rreessttaatteedd 1166,,000000,,000000 5588,,773355,,770055 -- ((3388,,225577,,997700)) 3366,,447777,,773355

Increase in share capital 9,000,000 1,057,195 - - 10,057,195
Transfers - (580,874) - 580,874 -
Dividends paid - - - (4,528,266) (4,528,266)
Net income for the year - - 4,371,591 4,371,591
Other reserve - - - - -

BBaallaannccee  aatt  3311  DDeecceemmbbeerr  22000044  aass
rreessttaatteedd 2255,,000000,,000000 5599,,221122,,002266 -- ((3377,,883333,,777711)) 4466,,337788,,225555

SShhaarree AAddjjuussttmmeenntt  ttoo OOtthheerr AAccccuummuullaatteedd
ccaappiittaall sshhaarree  ccaappiittaall rreesseerrvvee ddeeffiicciitt TToottaall

BBaallaannccee  aatt  11  JJaannuuaarryy  22000055  aass  
pprreevviioouussllyy  rreeppoorrtteedd 2255,,000000,,000000 5599,,221122,,002266 -- ((3366,,002233,,553366)) 4488,,118888,,449900

Change in accounting policy 
deferred acquisition costs - - - (1,810,235) (1,810,235)

BBaallaannccee  aatt  11  JJaannuuaarryy  22000055  aass  
rreessttaatteedd 2255,,000000,,000000 5599,,221122,,002266 -- ((3377,,883333,,777711)) 4466,,337788,,225555

Increase in share capital 5,076,320 63,527 - - 5,139,847
Transfers 4,923,680 (4,923,680) - - -
Other reserve - - 17,979 - 17,979
Net income for the year - - - 16,341,037 16,341,037

BBaallaannccee  aatt  3311  DDeecceemmbbeerr  22000055 3355,,000000,,000000 5544,,335511,,887733 1177,,997799 ((2211,,449922,,773344)) 6677,,887777,,111188

The accompanying notes form an integral part of these financial statements.
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GARANT‹ INSURANCE A.fi.

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED 31 DECEMBER 2005 AND 2004

(Amounts expressed in New Turkish Lira (“YTL”) in terms of the purchasing power of the YTL as at 31 December 2005)

RReessttaatteedd
NNootteess 22000055 22000044

CCaasshh  fflloowwss  ffrroomm  ooppeerraattiinngg  aaccttiivviittiieess
Cash generated from/(used in) operations 23 38,126,193 14,609,241
Taxes paid (7,970,719) (4,070,184)
Interest paid - (95)
Employment termination benefits paid (149,878) (58,044)

NNeett  ccaasshh  ggeenneerraatteedd  ffrroomm//((uusseedd  iinn))  ooppeerraattiinngg  aaccttiivviittiieess 3300,,000055,,559966 1100,,448800,,991188

CCaasshh  fflloowwss  ffrroomm  iinnvveessttiinngg  aaccttiivviittiieess
Purchase of property and equipment 9 (1,422,874) (970,789)
Purchase of intangible assets 10 (416,543) (407,945)
Proceeds from sale of property and equipment 23 32,528 936
Increase in marketable securities 34,600,557 (20,697,428)
Interest received 14,720,687 10,323,637
Dividends paid - (4,528,266)

NNeett  ccaasshh  pprroovviiddeedd  bbyy  iinnvveessttiinngg  aaccttiivviittiieess 4477,,551144,,335555 ((1166,,227799,,885555))

CCaasshh  fflloowwss  ffrroomm  ffiinnaanncciinngg  aaccttiivviittiieess  
Capital increase 5,139,848 9,476,320
Finance lease principal payments (2,524) (31,033)
Available-for-sale reserve 17,979 -
Inflation effect on operating activities 110,075 234,284

NNeett  ccaasshh  pprroovviiddeedd  bbyy//((uusseedd  iinn))  ffiinnaanncciinngg  aaccttiivviittiieess 55,,226655,,337788 99,,667799,,557711

NNeett  iinnccrreeaassee//((ddeeccrreeaassee))  iinn  ccaasshh  aanndd  ccaasshh  eeqquuiivvaalleennttss 8822,,778855,,332299 33,,888800,,663344

IInnffllaattiioonn  eeffffeecctt  oonn  ccaasshh  aanndd  ccaasshh  eeqquuiivvaalleennttss ((11,,441177,,445599)) 777744,,557777

CCaasshh  aanndd  ccaasshh  eeqquuiivvaalleennttss  aatt  bbeeggiinnnniinngg  ooff  yyeeaarr 3 12,561,302 7,906,091

CCaasshh  aanndd  ccaasshh  eeqquuiivvaalleennttss  aatt  eenndd  ooff  yyeeaarr 3 93,929,172 12,561,302

The accompanying notes form an integral part of these financial statements.
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GARANT‹ INSURANCE A.fi.

NOTES TO FINANCIAL STATEMENTS
31 DECEMBER 2005

(Amounts expressed in New Turkish Lira (“YTL”) in terms of the purchasing power of the YTL as at 31 December 2005)

NNOOTTEE  11  --  NNAATTUURREE  OOFF  OOPPEERRAATTIIOONNSS

Garanti Insurance A.fi. (“the Company”) is registered in Istanbul, Turkey. The Company is engaged in all types of property and casualty
business. Life insurance portfolio of the Company was transferred to Garanti Emeklilik ve Hayat A.fi. in March 2001, with the approval
of the Undersecreteriat of Treasury dated 12 December 2000. The Company has 338 employees at 31 December 2005(2004: 262
employees).

The address of the registered office of the Company is as follows:

Mete Cad. Park Han No:40
Taksim, Istanbul

NNOOTTEE  22  --  BBAASSIISS  OOFF  PPRREESSEENNTTAATTIIOONN  OOFF  FFIINNAANNCCIIAALL  SSTTAATTEEMMEENNTTSS  

NNeeww  TTuurrkkiisshh  LLiirraa  ffiinnaanncciiaall  ssttaatteemmeennttss

These financial statements are prepared in accordance with, and comply with, International Financial Reporting Standards (“IFRS”),
including the International Accounting Standards (“IAS”) and interpretations issued by the International Accounting Standards Board
(“IASB”). The Company maintains its books of account and prepares its statutory financial statements in New Turkish Lira (“YTL”) in
accordance with the Turkish Commercial Code, Insurance Supervisory Law and tax legislation. These financial statements are based on
the statutory records, with adjustments and reclassifications, for the purpose of fair presentation in accordance with IFRS.

The financial statements are presented in the national currency of the Republic of Turkey, the YTL, expressed in terms of the purchasing
power of YTL at 31 December 2005.

Through the enactment of the Law No:5083 concerning the “Currency of the Republic of Turkey” in the Official Gazette dated 30 January
2004, the New Turkish lira (“YTL”) and the New Kurufl (“YKr”) have been introduced as the new currency of the Republic of Turkey,
effective from 1 January 2005. 1 YTL is worth 100 YKr. When the prior currency, Turkish lira (“TL”), values are converted into YTL, one
million TL (TL1,000,000) shall be equivalent to one YTL (YTL1). Accordingly, the currency of the Republic of Turkey is simplified by
removing 6 zeroes from the TL.

YTL replaced Turkish Lira in the presentation of financial statements and in the books since 1 January 2005. Within this framework figures
expressed in millions of TL in 31 December 2004 are presented in YTL for comparative purposes.

AAddooppttiioonn  ooff  rreevviisseedd  ssttaannddaarrddss

Effective from 1 January 2005 the Company adopted the following revised standards of IFRS which are relevant to its operations. The
2004 accounts have been amended in accordance with the relevant requirements.

IAS 1 (revised) Presentation of Financial Statements
IAS 8 (revised) Accounting Policies, Changes in Accounting Estimates and Errors
IAS 10 (revised) Events after the Balance Sheet Date
IAS 16 (revised) Property, Plant and Equipment
IAS 17 (revised) Leases
IAS 24 (revised) Related Party Disclosures
IAS 39 (revised) Financial Instruments: Recognition and Measurement
IAS 36 (revised) Impairment of Assets
IAS 38 (revised) Intangible Assets
IFRS 4 Insurance Contracts

The adoption of IAS 1, 8, 10, 16, 17 and 24, (all revised) did not result in substantial changes to the Company’s accounting policies. In
summary:

- IAS 8, 10, 16, 17, 38 (all revised) had no material effect on the Company’s policies.
- IAS 24 (revised) has affected the identification of related parties and some other related-party disclosures.
- IAS 39 (revised) resulted in the change of the classification and measurement of investment securities.
- IFRS 4 has affected the recognition and disclosure related to insurance contracts and insurance liabilities.

There was no impact on opening retained earnings at 1 January 2004 from the adoption of any of the above-mentioned standards.

AAccccoouunnttiinngg  ffoorr  tthhee  eeffffeeccttss  ooff  hhyyppeerriinnffllaattiioonn  

The restatement for the changes in the general purchasing power of the Turkish lira as of 31 December 2005 is based on IAS 29
“Financial Reporting in Hyperinflationary Economies” which requires that financial statements prepared in the currency of a
hyperinflationary economy be stated in terms of the measuring unit current at the balance sheet date, and that corresponding figures
for previous periods be restated in the same terms. Hyperinflation is indicated by characteristics of the economic environment 
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NNOOTTEE  22  --  BBAASSIISS  OOFF  PPRREESSEENNTTAATTIIOONN  OOFF  FFIINNAANNCCIIAALL  SSTTAATTEEMMEENNTTSS  ((CCoonnttiinnuueedd))

of a country which include the following: the general population prefer to keep its wealth in non-monetary assets or in a relatively stable
currency; sales and purchases on credit take place at prices that compensate for the expected loss of purchasing power during the credit
period even if the period is short; interest rates, wages and prices are linked to a price index and cumulative three-year inflation rate
approaching or exceeding 100%. The restatement was calculated by means of conversion factors derived from the nation-wide wholesale
price index (“WPI”) published by the State Institute of Statistics (“SIS”). The indices and conversion factors used to restate these financial
statements during the current and prior years are given below:

DDaatteess IInnddeexx CCoonnvveerrssiioonn  ffaaccttoorrss

3311  DDeecceemmbbeerr  22000055 88778855..77 11..000000
31 December 2004 8403.8 1.045
31 December 2003 7382.1 1.190

The main procedures for the above-mentioned restatement are as follows:

- Financial statements prepared in the currency of a hyperinflationary economy are stated in terms of the measuring unit current at the
balance sheet date, and corresponding figures for previous periods are restated in the same terms.

- Monetary assets and liabilities, which are carried at the amounts current at the balance sheet date, are not restated because they are
already expressed in terms of the monetary unit current at the balance sheet date.

- Non-monetary assets and liabilities, which are not carried at amounts current at the balance sheet date and components of 
shareholders' equity are restated by applying the relevant (monthly, period average, period end) conversion factors. Additions to 
property and equipment in the year of acquisition are restated using the relevant conversion factors.

- Comparative financial statements are restated in terms of the measuring unit current at the currency purchasing power at the latest
balance sheet date.

- All items in the statements of income are restated by applying the relevant conversion factors.

- The effect of inflation on the Company's net monetary position is included in the statements of income.

NNOOTTEE  33  ––  SSUUMMMMAARRYY  OOFF  SSIIGGNNIIFFIICCAANNTT  RREELLEEVVAANNTT  AACCCCOOUUNNTTIINNGG  PPOOLLIICCIIEESS

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates. It also requires
management to exercise its judgment in the process of applying the Company’s accounting policies. The areas involving a higher degree
of judgment or complexity, or areas where assumptions and estimates are significant to the financial statements are disclosed in the
respective accounting policy disclosures.

CChhaannggeess  iinn  aaccccoouunnttiinngg  ppoolliicciieess

Prior to 1 January 2005, the Company deferred indirect acquisition costs as well as direct acquisition cost in line with unearned premiums.
As of 31 December 2005, the Company’s management decided to cease the policy of deferring indirect costs. The effect of this change
in the accounting policy amounts to YTL 1,810,235 net of taxes, and has been recognized as a separate component of shareholders’
equity. The change has resulted in:

11  JJaannuuaarryy  22000055 11  JJaannuuaarryy  22000044

- increase in accumulated deficit 1,810,235 1,008,035
- decrease in the profit for the period 802,200

LLiiaabbiilliittyy  aaddeeqquuaaccyy  tteesstt

At each balance sheet date, liability adequacy tests are performed to ensure the adequacy of the contract liabilities. In performing these
tests, current best estimates of future cash flows are used. The adequacy of the unearned premium liability is assessed by considering
the portion of the estimated value of claims and expenses, likely to arise after the end of the financial year from existing contracts, which
exceeds the provision for unearned premiums after deduction of any acquisition costs. Any deficiency is immediately charged to profit
or loss. The assessment, whether a deficiency exists is made at the Company level since all insurance products are regarded as being
managed together and there are no constraints on the ability to use assets held in relation to each  line of business to meet any of the
associated liabilities. 
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NNOOTTEE  33  ––  SSUUMMMMAARRYY  OOFF  SSIIGGNNIIFFIICCAANNTT  RREELLEEVVAANNTT  AACCCCOOUUNNTTIINNGG  PPOOLLIICCIIEESS ((CCoonnttiinnuueedd))

PPrreemmiiuumm  iinnccoommee

Premium income represents premiums on policies written during the year, net of cancellations.

Unearned premiums, set aside to provide for the period of risk extending beyond the end of the financial year, are determined from
premiums written during the year, less reinsurance.

RReeiinnssuurraannccee  ccoonnttrraaccttss  hheelldd

Contracts entered in to by the Company with reinsurers under which the Company is compensated for losses on one or more contracts
issued by the Company, and that meet the classification requirements for insurance contracts are classified as reinsurance contracts held.
Reinsurance assets consist of short term balances due from reinsurers. Reinsurance liabilities primarily consist of premium payable to
reinsurers.

CCllaaiimmss  

Claims are recorded in the period in which they occur, based on reported claims or on the basis of estimates when not reported. The
claims provision is the total estimated ultimate cost of settling all claims arising from events which have occurred up to the end of the
accounting period. Full provision is made for outstanding claims, including claim settlements reported at the year-end. Incurred but not
reported claims (IBNR) are also provided for under claim provisions (Note 15).

Claim recoveries are calculated based on the best estimation of the Company management and are accounted for as other income in the
statement of departmental revenues. 

PPrroovviissiioonn  ffoorr  ddoouubbttffuull  aanndd  oovveerrdduuee  rreecceeiivvaabblleess

The Company’s management provides specific provision for doubtful receivables based on the evaluation of the receivables overdue 60
days in accordance with its credit risk policies.

A credit risk provision for receivables is established if there is objective evidence that the Company will not be able to collect all amounts
due. The amount of the provision is the difference between the carrying amount and recoverable amount, being the present value of
expected cash flows, including the amount recoverable from guarantees and collateral, discounted based on the interest rate at
inception. Management believes that no additional credit risk beyond amounts provided of additional losses is inherent in the Company’s
receivables.

The provision made during the period is charged against the income for the period. Receivables that cannot be recovered are written off
and charged against the allowance for overdue receivables. Such receivables are written off after all necessary legal proceedings have
been completed and the amount of the losses is finally determined. Recoveries of amounts previously provided for are treated as a
reduction from provisions for overdue receivables for the period (Note 7).

PPrrooppeerrttyy  aanndd  eeqquuiippmmeenntt

Property and equipment are carried at cost less accumulated depreciation. Depreciation is calculated using the straight-line method to
write down the cost of such assets to their residual values over their estimated useful life as follows:

Buildings 50 years
Furniture and fixtures and 4-10 years

information technology equipment 4-5 years
Motor vehicles 5 years

Where the carrying amount of an asset is greater than its estimated recoverable amount, it is written down immediately to its recoverable
amount. Gains and losses on disposal of property and equipment are determined by reference to their carrying amount and are taken
into account in determining operating profit (Note 9).

Expenses for the repair of property and equipment are charged against income. They are, however, capitalised if they result in an
enlargement or substantial improvement of the respective assets.

FFiinnaannccee  lleeaasseess

Leases of property, plant and equipment where the Group has substantially all the risks and the rewards of ownership are classified as
finance leases. Finance leases are capitalised at the inception of the lease at the lower of the fair value of the leased property or the
present value of the minimum lease payments. Each lease payment is allocated between the liability and finance charges so as to achieve
a constant rate on the finance balance outstanding. The corresponding rental obligations, net of finance charges, are included in other
non-current liabilities. The interest element of the finance cost is charged to the statements of loss over the lease period. The property, 
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NNOOTTEE  33  ––  SSUUMMMMAARRYY  OOFF  SSIIGGNNIIFFIICCAANNTT  RREELLEEVVAANNTT  AACCCCOOUUNNTTIINNGG  PPOOLLIICCIIEESS ((CCoonnttiinnuueedd))

plant and equipment acquired under finance leases is depreciated over the shorter of the useful life of the asset or the lease term
(Note 9).

IInnvveessttmmeennttss

The Company classifies its investments in to the following categories: financial assets at fair value through profit and loss, held to maturity
financial assets and available-for-sale financial assets. The classification depends on the purpose for which the investments were acquired.
Management determines the classification of its investments at initial recognition and re-evaluates this at every reporting date.

a) Financial assets at fair value through income

Financial asset is classified into this category at inception if acquired principally for the purpose of selling in the short term, if it forms
part of a portfolio of financial assets in which there is evidence of short term profit taking, or if so designated by management.

b) Held-to-maturity financial assets

Held-to-maturity financial assets are non-derivative financial assets with fixed maturity where management has both the intent and the
ability to hold to maturity.

c) Available- for- sale financial assets

Investment securities intended to be held for an indefinite period of time, which may be sold in response to needs for liquidity or changes
in interest rates, exchange rates or equity prices, are classified as available-for-sale. 

Investment securities are initially recognized at cost. Available-for-sale financial assets and financial assets at fair value through profit and
loss are subsequently carried at fair value based on quoted bid prices. Loans and receivables and held-to-maturity securities are carried
at amortized cost using the effective yield method, less any provision for impairment.

Realized and unrealized gains and losses arising from changes in the fair value of securities classified as financial assets at fair value
through income are recognized in the income statement in the period in which they arise. Unrealized gains and losses arising from
changes in the fair value of securities. classified as available for sale financial assets are recognized in equity. When securities classified
as available-for-sale are sold or impaired, the accumulated fair value adjustments are included in the income statement as net realized
gains /losses on financial assets.

PPrroovviissiioonn  ffoorr  eemmppllooyymmeenntt  tteerrmmiinnaattiioonn  bbeenneeffiittss

Employment termination benefits, as required by the Turkish Labour Law, are recognized in these financial statements as they are earned.
The total provision represents the present value of the future probable obligation of the Company arising from the retirement of
employees (Note 16).

DDeeffeerrrreedd  iinnccoommee  ttaaxxeess

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the financial statements. Current enacted tax rates are used to determine deferred income tax.

Deferred tax assets are recognised to the extent that it is probable that the future taxable profit will be available against which the
temporary differences can be utilised (Note 12). 

RReellaatteedd  ppaarrttiieess

For the purpose of the accompanying financial statements, shareholders, key management personnel and board members, in each case
together with their families and companies controlled by or affiliated with them and associated companies are considered and referred
to as related parties
(Note 24).

TTrraannssllaattiioonn  ooff  ffoorreeiiggnn  ccuurrrreenncciieess

Transactions in foreign currencies during the year are translated into Turkish Lira at the exchange rates prevailing at the dates of the
transactions. Balance sheet items denominated in foreign currencies are translated at the exchange rates prevailing at the balance sheet
dates. Exchange gains and losses arising from the settlement and translation of foreign currency items are included in the related income
and expense accounts, as appropriate.
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NNOOTTEE  33  ––  SSUUMMMMAARRYY  OOFF  SSIIGGNNIIFFIICCAANNTT  RREELLEEVVAANNTT  AACCCCOOUUNNTTIINNGG  PPOOLLIICCIIEESS ((CCoonnttiinnuueedd))

FFaaiirr  vvaalluuee  ooff  ffiinnaanncciiaall  iinnssttrruummeennttss

Fair value is the amount at which a financial instrument could be exchanged in a current transaction between willing parties, other than
in a forced sale or liquidation, and is best evidenced by a quoted market price, if one exists.

The estimated fair values of financial instruments have been determined by the Company using available market information and
appropriate valuation methodologies to the extent that relevant and reliable information is available from the financial markets in Turkey.
However, judgment is necessarily required to interpret market data to estimate the fair value. Accordingly, the estimates presented herein
are not necessarily indicative of the amounts the Company could realise in a current market exchange.

The following methods and assumptions were used to estimate the fair value of the financial instruments for which it is practicable to
estimate fair value:

Monetary assets

The fair values of balances denominated in foreign currencies, which are translated at period end exchange rates, are considered to
approximate carrying values.

The fair values of certain financial assets carried at cost, including cash and cash equivalents and held to maturity investments plus the
respective accrued interest are considered to approximate their respective carrying values.

The fair values of held for trading investments are determined by reference to the market values.

The fair value of premiums receivable along with related provision for overdue receivables is considered to approximate respective
carrying values due to their short-term nature.

Monetary liabilities

The fair values of monetary liabilities are considered to approximate to their respective carrying values due to their short-term nature.

CCaasshh  aanndd  ccaasshh  eeqquuiivvaalleennttss

For the purposes of the cash flow statement, cash and cash equivalents comprise cash in hand and bank deposits.

22000055 22000044

Cash in hand and bank deposits 93,929,172 12,561,302

9933,,992299,,117722 1122,,556611,,330022

CCoommppaarraattiivveess

Where necessary, comparative figures have been adjusted or amended to conform with changes in presentation in the current year.

NNOOTTEE  44  ––  MMAANNAAGGEEMMEENNTT  OOFF  IINNSSUURRAANNCCEE  AANNDD  FFIINNAANNCCIIAALL  RRIISSKK

IInnssuurraannccee  rriisskk

The risk under any one insurance contract is the possibility that the insurance event occurs and the uncertainty of the amount of the
resulting claim. By the very nature of the insurance contracts, this risk is random and therefore unpredictable.

For a portfolio of insurance contracts where the theory of probability is applied to pricing and provisioning, the principal risk that the
company faces under its insurance contracts is that the actual claims and benefit payments exceed the carrying amount of insurance
liabilities. Company has developed its insurance underwriting strategy to type of insurance risk accepted and the claims occurred.

Casualty Insurance Risk

Underwriting results in motor insurance depend largely on the development of two factors: the number of claims and the average claims
amount. Claims frequency and the average amount per claim, in turn, depend largely on the no-claims provisions of a given tariff system
and their impact on rating.

In indemnity insurance the amount to be paid in the event of a loss results from the amount of the loss actually sustained and is limited
by the sum insured as well as by the rule against unjustified enrichment (which states that the insured shall be compensated for any loss 
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NNOOTTEE  44  ––  MMAANNAAGGEEMMEENNTT  OOFF  IINNSSUURRAANNCCEE  AANNDD  FFIINNAANNCCIIAALL  RRIISSKK ((CCoonnttiinnuueedd))

but shall not gain from such loss) in the case of insurance for a specific amount on the other hand the sum insured represents the one
and only determinant and is always payable when the insured event materializes.

Property Insurance Risk

The various classes of property insurance incorporate by far the greatest accumulation potential throughout the entire insurance business.
In principle, this is because here stationary risks are combined with the coverage of elementary hazards as well as with various other
perils.

The nature of fire insurance depends very much on the specific perils insured the classical coverage of fire, lightning and explosion still
being the basis of the fire insurance today. In each case, the insured is indemnified for the physical loss or damage sustained as a result
of the perils included in the cover. 

In property insurance sum insured, risk address, type of building and type of business of the risk are considered when pricing that risk.
In the insurance of industrial risks, the Probable Maximum Loss (“PML”) has also an effect in pricing. The PML of a given risk is the
estimated largest probable loss arising from one event as estimated with due care and with all risk elements taken into account. It is
expressed in percent of the total sum insured or in absolute amounts. PML calculation for property insurance is done by Company’s Risk
Assessment Department. PML estimates also are of considerable practical significance for fixing retentions in property insurance.

Health Insurance Risk

Insurance products issued by the Company, are generally used to be designed competitive and marketable products to reach a large
portfolio that will minimize the variability of the risks. 

One of the most important tool for mitigating risks in health contracts is underwriting. The aim of making underwriting is to avoid as
much as possible from the predictable insurance risks and also from the anti-selection effect. 

For the health products the underwriting starts with the examination of the declarations on the Policy Proposal Form. At the end of this
examination done by the authorized risk assessment doctors of the Company, the insurance can be rejected or can be arranged with
applying sur-premium and/or exemption for the current/potential disorders. To early identify and avoid the risks not declared in the Policy
Proposal Form due to fraudulent intention or because the insured is not aware of them, a second underwriting is done at the end of the
first policy year. According to the second underwriting results, the policy may not be renewed due to high risks, or may be renewed with
sur-premium and/or exemptions. A third underwriting is applied to a health policy at the end of its fourth policy year, to determine if the
policy could be renewed, could obtain the lifetime renewal guarantee and if this is the case in which conditions and restrictions. The
underwriting procedure gives the opportunity to the Company to eliminate the predictable potential future claims and benefit payments
that is crucial to reduce the uncertainty of the future cash flows of the Company. 

The concentration of insurance risk in relation to the branches is summarized below:
22000055

YYTTLL

Fire 32,216,924,219
Engineering 7,673,618,483
Personal Accident 12,234,387,972
Marine 23,458,311,168
Accident 40,500,353,709
Health 13,710,090
Agriculture 559,219
Legal Protection 1,951,041,081

118,048,905,941

FFoorreeiiggnn  eexxcchhaannggee  rraattee  rriisskk

The Company is exposed to foreign exchange rate risk through the impact of rate changes at the translation of Turkish lira pertaining to
foreign currency denominated assets and liabilities. These risks are monitored and limited by the analysis of the foreign currency position.

CCrreeddiitt  rriisskk

Ownership of financial assets involves the risk that counterparts may be unable to meet the terms of their agreements. These risks are
monitored by the management by limiting the aggregate risk to any individual counterpart and covered by collaterals if deemed
necessary.
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NNOOTTEE  44  ––  MMAANNAAGGEEMMEENNTT  OOFF  IINNSSUURRAANNCCEE  AANNDD  FFIINNAANNCCIIAALL  RRIISSKK ((CCoonnttiinnuueedd))

IInntteerreesstt  rraattee  rriisskk

The Company is exposed to interest rate risk through the impact of rate changes on interest bearing liabilities and assets. These exposures
are managed by using natural hedges that arise from offsetting interest rate sensitive assets and liabilities.

NNOOTTEE  55  --  CCAASSHH  AANNDD  CCAASSHH  EEQQUUIIVVAALLEENNTTSS
22000055 22000044

Cash in hand 57,837 36,207
Bank deposits 89,916,452 12,525,095
Other cash equivalents 3,954,883 -

9933,,992299,,117722 1122,,556611,,330022

Bank deposits is further analysed as follows:

Foreign currency denominated bank deposits
- demand deposits 268,369 122,469
- time deposits 10,549,904 5,462,789

Bank deposits in New Turkish lira
- demand deposits 342,424 426,392
- time deposits 78,755,755 6,513,445

8899,,991166,,445522 1122,,552255,,009955

The Company has YTL 7,078,130 blocked bank deposits in favour of Undersecreteriat of Treasury at
31 December 2005 (2004:YTL 245,852) (Note 22)

Foreign currency denominated time deposits were as follows:

AAmmoouunntt  iinn  YYTTLL  
oorriiggiinnaall  ccuurrrreennccyy eeqquuiivvaalleenntt

22000055 22000044 22000055 22000044

US$ 4,745,000 1,265,000 6,366,841 1,774,917
EUR 2,635,000 1,931,000 4,183,063 3,687,872

1100,,554499,,990044 55,,446622,,778899

Time deposits have maturity less than one year and their interest rates are as follows :

IInntteerreesstt  rraattee
ppeerr  aannnnuumm  ((%%))

22000055                                                          22000044

TL 13-19 18-25
US$ 0.75-3.5 0.75-4
EUR 1.5-3.5 1.5-3.5

Foreign currency denominated demand deposits are analysed as follows:

AAmmoouunntt  iinn                                                                                                                    YYTTLL  
oorriiggiinnaall  ccuurrrreennccyy                                                                                                  eeqquuiivvaalleenntt

22000055 22000044                                              22000055                                                          22000044

US$ 115,522 13,477 155,007 18,910
EUR 68,826 48,621 109,262 92,857
GBP 676 3,796 1,564 10,223
CHF 1,172 367 1,194 454
Other 117,748 - 1,342 25

226688,,336699 112222,,446699
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NNOOTTEE  66  ––  FFIINNAANNCCIIAALL  AASSSSEETTSS

Financial assets at fair value through income
22000055 22000044

A-type mutual funds - -
B-type mutual funds - 138,651
Treasury bills - 14,530,212
Government bonds - 1,863,345
Eurobonds - 267,142
Government bonds (Foreign currency) - 831,818

-- 1177,,663311,,116688

Held-to-maturity financial assets

Treasury bills 202,977 200,892

220022,,997777 220000,,889922

The fair value of the held-to-maturity financial asset amounts to YTL 239,917 at 31 December 2005.

Available-for-sale financial assets

Government bonds 6,957,935 2,045,934
Treasury bills - 23,725,636

66,,995577,,993355 2255,,777711,,557700

At 31 December 2005, the Company has YTL 7,160,912 blocked marketable securities (2004: YTL 10,880,921) in favour of the
Undersecreteriat of Treasury (Note 22).

Foreign currency denominated government bonds are as follows:

AAmmoouunntt  iinn YYTTLL  
oorriiggiinnaall  ccuurrrreennccyy eeqquuiivvaalleenntt

22000055 22000044 22000055 22000044

US$ - 30,902 - 43,061
EUR - 377,955 - 788,757

-- 883311,,881188

The analysis of the securities portfolio by maturity is as follows:

22000055

B-type mutual funds
A-type mutual funds
Government bonds
Treasury bills
Eurobonds
Government bonds

(Foreign currency)

DDeemmaanndd
-
-
-
-
-

-

--

11--33  mmoonntthhss
-
-
-
-
-

-

--

33--66  mmoonntthhss
-
-

2,416,737
202,977

-

-

22,,661199,,771144

66--1122  mmoonntthhss
-
-

4,541,198
-
-

-

44,,554411,,119988

11--55  yyeeaarrss
-
-
-
-
-

-

--

LLoonnggeerr  tthhaann
55  yyeeaarrss

-
-
-
-
-

-

--

TToottaall
-
-

6,957,935
202,977

-

-

77,,116600,,991122
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NNOOTTEE  66  ––  FFIINNAANNCCIIAALL  AASSSSEETTSS  ((CCoonnttiinnuueedd))

22000055

NNOOTTEE  77  --  PPRREEMMIIUUMMSS  RREECCEEIIVVAABBLLEE
22000055 22000044

Agencies and policyholders 70,562,346 66,062,426
Doubtful receivables 9,759,973 6,476,603

80,322,319 72,539,029

Provision for doubtful and overdue receivables 10,940,369 (7,661,250)

6699,,338811,,995500 6644,,887777,,777799

According to the Regulations for Establishment and Operations of Insurance and Reinsurance Companies, published in the Official
Gazette dated 26 December 1994, No: 22153, insurance companies are obliged to make a provision for two months overdue receivables
from agencies and policyholders. This provision amounts to YTL 1,180,397 as at 31 December 2005 (2004:YTL 1,540,732 ). At 31
December 2005, the provision for overdue and doubtful receivables includes YTL 9,759,973 (2004:YTL 6,120,234) premiums receivable
under legal follow up including the subrogation receivables.

According to Turkish insurance regulations real and legal entities which will act as agents, are required to provide collateral as a guarantee
before beginning their operations.  For real entity agents the amount of collateral is determined as YTL 250. Additionally in compliance
with the Insurance Supervisory Office’s opinion, notes and cheques received from agencies and policyholders cannot be debited to the
current accounts until they have been cashed out. At 31 December 2005, the Company has cheques and notes receivables charged to
credit cards amounting to YTL 3,954,883 (2004:YTL 4,681,773).

Guarantees obtained against agency receivables are as follows:

22000055 22000044

Bank letters of guarantee 1,245,500 421,054
Cheques and notes receivable 298,635 208,175
Mortgages 226,900 268,576
Treasury bills and government bonds 10,000 12,442
Cash 27,727 28,727

11,,880088,,776622 993388,,997744

NNOOTTEE  88  --  OOTTHHEERR  AASSSSEETTSS

22000055 22000044

Subrogation receivables 1,249,721 961,730
Deposits and advances given 118,375 144,808
Prepaid expenses 53,647 12,039
Other 42,727 170,343

Stationary 33,772 44,886
Reinsurance reconciliation differences - 5,913,463

11,,449988,,224411 77,,224477,,227711

B-type mutual funds
A-type mutual funds
Government bonds
Treasury bills
Eurobonds
Government bonds

(Foreign currency)

DDeemmaanndd
138,650

-
-
-
-

-

113388,,665500

11--33  mmoonntthhss
-
-
-
-
-

-

--

33--66  mmoonntthhss
-
-

2,045,934
1,727,491

-

-

33,,777733,,442255

66--1122  mmoonntthhss
-
-

1,863,345
18,592,045

-

831,818

2211,,228877,,220088

11--55  yyeeaarrss
-
-
-

18,137,205
267,142

-

1188,,440044,,334477

LLoonnggeerr  tthhaann
55  yyeeaarrss

-
-
-
-
-

-

--

TToottaall
138,650

-
3,909,279

38,456,740
267,142

831,818

4433,,660033,,663300
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NNOOTTEE  99  --  PPRROOPPEERRTTYY  AANNDD  EEQQUUIIPPMMEENNTT

11  JJaannuuaarryy 3311  DDeecceemmbbeerr
22000055 AAddddiittiioonnss DDiissppoossaallssgg 22000055

CCoosstt
Buildings 11,489,435 185,066 - 11,674,501
Motor vehicles 1,262,426 108,601 (28,068) 1,342,959
Furniture and fixtures and

information technology equipment 7,645,900 1,129,207 (31,079) 8,744,028

2200,,339977,,776611 11,,442222,,887744 ((5599,,114477)) 2211,,776611,,448888

AAccccuummuullaatteedd  ddeepprreecciiaattiioonn
Buildings (966,215) (366,184) - (1,332,399)
Motor vehicles (1,085,846) (133,287) 27,501 (1,191,632)
Furniture and fixtures and

information technology equipment (5,472,617) (1,223,213) 12,680 (6,683,150)

((77,,552244,,667788)) ((11,,772222,,668844)) 4400,,118811 ((99,,220077,,118811))

NNeett  bbooookk  vvaalluuee 1122,,887733,,008833 1122,,555544,,330077

Mortgage over buildings, provided to the Undersecreteriat of Treasury, amounts to YTL 12,120,000 (2004:YTL 4,732,640) (Note 22).

The valuation of Company’s building has been carried out by independent professional valuers, namely Colliers Resco International
Property Consultants. The fair value of the building is assumed to be USD 7,500,000 and the carrying value of the building is adjusted
accordingly to reflect the impairment loss in 2004.

FFiinnaannccee  lleeaasseess

The Company has finance lease agreements with Garanti Finansal Kiralama A.fi.  for the lease of vehicles and furniture and fixtures. The
details of the lease agreements made are as follows:

22000055 22000044

CCoosstt AAccccuummuullaatteedd                                                  CCoosstt                                    AAccccuummuullaatteedd
ddeepprreecciiaattiioonn ddeepprreecciiaattiioonn

Furniture and fixtures                             1,543,875 1,142,963 1,543,875 842,274
Motor vehicles                                         548,198 526,825 548,198 408,781

22,,009922,,007733 11,,666699,,778888 22,,009922,,007733 11,,225511,,005555

The depreciation charge on the leased assets amounts to YTL 418,732 (2004:YTL 446,414).

The obligations under finance lease agreements at 31 December 2005 amount to YTL 605 (2004: YTL3,129).

Lease obligations may be analysed as follows:
22000055 22000044

Up to 1 year 605 2,497
1-5 years - 632

660055 33,,112299
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NNOOTTEE  1100  --  IINNTTAANNGGIIBBLLEE  AASSSSEETTSS

11  JJaannuuaarryy 3311  DDeecceemmbbeerr
22000055 AAddddiittiioonnss DDiissppoossaallss 22000055

CCoosstt
Softwares 1,247,049 416,543 - 1,663,592

11,,224477,,004499  441166,,554433 -- 11,,666633,,559922

AAccccuummuullaatteedd  aammoorrttiissaattiioonn
Softwares (132,465) (50,132) - (182,597)

((113322,,446655)) ((5500,,113322)) --  ((118822,,559977))

NNeett  bbooookk  vvaalluuee 11,,111144,,558844  11,,448800,,999955

NNOOTTEE  1111  --  AAVVAAIILLAABBLLEE--FFOORR--SSAALLEE  EEQQUUIITTYY  SSEECCUURRIITTIIEESS

SShhaarree SShhaarree
22000055 %% 22000044 %%

Garanti Emeklilik A.fi. 43,515 0.21 43,515 0.21
Do¤ufl Hizmet Yönetimi A.fi. 553 1 553 1
Humanitas Do¤ufl ‹nsangücü Yönetimi A.fi. - - 11,766 1
Tarsim 93,750 6.25 - -

113377,,881188 5555,,883344

NNOOTTEE  1122  --  TTAAXXAATTIIOONN

22000055 22000044

Corporation and income taxes currently payable 8,971,124 3,163,172
Less: Prepaid taxes (6,888,805) (2,081,258)

TToottaall  ttaaxxeess  ppaayyaabbllee 22,,008822,,331199 11,,008811,,991144

Corporation tax is payable at a rate of 30% on the total income of the Company after adjusting for certain disallowable expenses, exempt
income and investment and other allowances. No further tax is payable unless the profit is distributed. 

Dividends paid to non-resident corporations, which have a place of business in Turkey, or resident corporations are not subject to
withholding tax. Otherwise, dividends paid are subject to withholding tax at the rate of 10%. An increase in capital via issuing bonus
shares is not considered as a profit distribution and thus does not incur withholding tax. 

Corporations are required to pay advance corporation tax quarterly at the rate of 30% on their corporate income. Advance tax is payable
by the 17th of the second month following each calendar quarter end. Advance tax paid by corporations is credited against the annual
corporation tax liability. The balance of the advance tax paid may be refunded or used to set off against other liabilities to the
government.

Capital gains derived from the sale of equity investments and immovable properties are tax exempt, if such gains are added to paid-in
capital by the end of the second year following their sale.

Capital expenditures, with some exceptions, over YTL10 thousand (YTL6 thousand for 2004) are eligible for investment incentive
allowance of 40%, which is deductible from taxable income prior to calculation of the corporate income tax, without the requirement
of an investment incentive certificate, and the amount of allowance is not subject to withholding tax.

Under the Turkish taxation system, tax losses can be carried forward to offset against future taxable income for up to 5 years. Tax losses
cannot be carried back to offset profits from previous periods.

In Turkey, there is no procedure for a final and definitive agreement on tax assessments. Corporations file their tax returns within the
15th of the fourth month following the close of the financial year to which they relate. Tax returns are open for 5 years from the 
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NNOOTTEE  1122  --  TTAAXXAATTIIOONN  ((CCoonnttiinnuueedd))

beginning of the year that follows the date of filing during which time the tax authorities have the right to audit tax returns, and the
related accounting records on which they are based, and may issue re-assessments based on their findings.

The taxation on income for the years ended 31 December 2005 and 2004, expressed in terms of the purchasing power of the Turkish
lira at 31 December 2005, is summarised as follows:

22000055 22000044
Provision for taxes per accompanying 

statements of income
- Current 9,079,622 3,314,490
- Deferred tax (benefit)/charge (507,943) (1,482,623)

88,,557711,,667799 11,,883311,,886677

The tax charge for the Company may be reconciled as follows:
22000055 22000044

Historical income before taxation per
financial statements not restated 24,773,743 10,063,126

Deductible income on 
Unearned premiums reserve (953,393) (2,644,447)

Dividend income - (6,897)
Disallowable expenses 509,794 262,672  
Provision for doubtful and overdue receivables 5,021,510 5,989,040
Provision for employment termination benefits 165,779 253,035
Other deductions - (2,729,588)
Taxable income on marketable securities (875,025) 914,794
Equalization reserve 6,218,567 3,395,647
Decrease in provision for doubtful and overdue receivables (4,957,228) (5,912,011)

Taxable income according to Turkish tax legislation 29,903,747 9,585,371
Corporate tax at 30% (2004: 33%) 8,971,124 3,163,172

Income tax and withholding 
tax per statutory historical financial statements 8,971,124 3,163,172   

Inflation adjustment 108,498 151,318

TTaaxxaattiioonn  oonn  ccuurrrreenntt  yyeeaarr  pprrooffiitt 99,,007799,,662222 33,,331144,,449900

DDeeffeerrrreedd  ttaaxxeess

Deferred income taxes are calculated on temporary differences that are expected to be realised or settled based on the taxable income
in fiscal year 2005 under the liability method using a principal tax rate of 30% at 31 December 2005.

The temporary differences giving rise to the deferred tax assets and deferred tax liabilities are as follows:

CCuummuullaattiivvee  tteemmppoorraarryy DDeeffeerrrreedd  ttaaxx
ddiiffffeerreenncceess                                                      aasssseettss//((lliiaabbiilliittiieess))

22000055 22000044                            22000055                                    22000044
DDeeffeerrrreedd  ttaaxx  lliiaabbiilliittiieess
Deferred commission expense 14,769,207 7,459,348     (4,430,762)         (2,237,804)
Difference between the tax base and carrying

amount of trading and investment securities 16,081 63,488           (4,824)              (19,046)

((44,,443355,,558866))                    ((22,,225566,,885500))
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NNOOTTEE  1122  --  TTAAXXAATTIIOONN  ((CCoonnttiinnuueedd))

DDeeffeerrrreedd  ttaaxx  aasssseettss
Reserve for unearned premiums, net 15,892,945 10,171,419 4,767,884 3,051,426
Deferred commission income 13,860,261 9,547,884 4,158,078 2,864,366
Provision for doubtful and 

overdue receivables 1,180,397 1,540,732 354,119 462,220
Leasing obligations 605 3,128 182 939
Employment termination benefits 406,706 419,389 122,012 125,817
Net difference between the tax base and 

carrying amount of property and equipment 
and intangible assets 1,153,624 1,856,391 346,088 556,916

99,,774488,,336633 77,,006611,,668844

DDeeffeerrrreedd  ttaaxx  aasssseettss,,  nneett 55,,331122,,777777 44,,880044,,883344

The movement on the deferred tax account is as follows:
22000055 22000044

At the beginning of the year 4,804,834 2,825,718
Deferred tax credit/(charge) for the year 507,943 1,979,116

AAtt  tthhee  eenndd  ooff  tthhee  yyeeaarr 55,,331122,,777777 44,,880044,,883344

NNOOTTEE  1133  --  AAMMOOUUNNTTSS  DDUUEE  FFRROOMM//TTOO  IINNSSUURRAANNCCEE  AANNDD  RREEIINNSSUURRAANNCCEE  CCOOMMPPAANNIIEESS

22000055 22000044

DDuuee  ffrroomm  iinnssuurraannccee  aanndd  rreeiinnssuurraannccee  ccoommppaanniieess  

Milli Reasürans T.A.fi. 771,304 -
Swiss Reinsurance Company Co. 570,027 -
Destek Reasürans T.A.fi. 552,659 -
Scor Re Co. 337,213 -
Gerling Globale Rückversicherungs A.G. - 509,529
Scor Reinsurance - 504,360
Yap› Kredi Sigorta A.fi. - 417,713
Aon Group Ltd. - 359,572
AIG America - 258,389
Partner Re - 232,997
Other 609,540 552,956

22,,884400,,774433 22,,883355,,551166

DDuuee  ttoo  iinnssuurraannccee  aanndd  rreeiinnssuurraannccee  ccoommppaanniieess

Willis Faber & Dumas Ltd. Co. 12,121,544 1,887,872
Milli Reasürans T.A.fi. 6,398,444 2,723,761
Coface Re 3,000,150 1,739,415
Münchener Rückversicherungs A.G. 2,557,675 4,530,978
Insurance Brokerage Service 1,362,457 164,358
Aviva Sigorta Anonim fiirketi 1,327,539 821,044
Swiss Reinsurance Company Co. 1,052,834 -
Marsh Sigorta ve Reasürans Brokerle¤i A.fi. 1,030,980 10,758,279
Odyssey Re - 432,726
Robert Fleming - 394,400
Endurance Re - 387,803
Other 7,122,413 7,181,342

35,974,036 31,021,978
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NNOOTTEE  1144  --  OOTTHHEERR  LLIIAABBIILLIITTIIEESS

22000055 22000044

Taxes and funds payable 1,508,314 1,411,777
Payable to personnel 702,895 -
Payable to suppliers 308,840 1,330,732
Due to related parties (Note 24) 127,519 262,127
Other 21,887 1,124,650

Reinsurance reconciliation differences - 6,943,942
22,,666699,,445555 1111,,007733,,222288

NNOOTTEE  1155  --  IINNSSUURRAANNCCEE  LLIIAABBIILLIITTIIEESS  AANNDD  RREEIINNSSUURRAANNCCEE  AASSSSEETTSS

1155..11  IInnssuurraannccee  LLiiaabbiilliittiieess  aanndd  RReeiinnssuurraannccee  AAsssseettss
22000055 22000044

Reserve for unearned premiums 151,045,873 94,595,183
Reserve for unearned premiums, reinsurers’ share (-) (88,646,805) (51,317,512)

6622,,339999,,006688 4433,,227777,,667711

Deferred commission income 13,860,261 9,547,884

1133,,886600,,226611 99,,554477,,888844

Claims provision 69,666,070 58,752,487
Claims provision, reinsurers’ share (-) (45,869,516) (44,219,106)

2233,,779966,,555544 1144,,553333,,338811

1155..22  AAssssuummppttiioonnss,,  CChhaannggee  iinn  AAssssuummppttiioonnss  aanndd  SSeennssiittiivviittyy  

The Company does not issue unlimited insurance contracts and does not carry risks with uncertainty. Accordingly there is no use of
assumptions for related exposures. But the insurer sets provision for claims in respect of losses which have been incurred by the insured
during the period of cover but which have not yet been settled. Those outstanding case reserves are updated periodically for currency,
estimation and expense changes. 

The risks associated with the assumptions in the insurance products are the potential errors in the projection of the future premium
income and the claims costs. Company, predicts premiums and claims costs by considering some internal and external factors. As the
basis for estimating the future trends, the following factors are taken into consideration:

Internal Factors:

- historical development trends of the portfolio
- new designed products
- new added benefits to the insurance scope
- assumptions on the administration expenses of the branch

External Factors:

- Changes in the contract conditions with network organizations
- Changes in the portfolio structure due to the competition effects

Garanti Insurance 2005 Annual Report 
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NNOOTTEE  1155  --  IINNSSUURRAANNCCEE  LLIIAABBIILLIITTIIEESS  AANNDD  RREEIINNSSUURRAANNCCEE  AASSSSEETTSS  ((CCoonnttiinnuueedd))

1155..33  MMoovveemmeennttss  iinn  iinnssuurraannccee  lliiaabbiilliittiieess  aanndd  rreeiinnssuurraannccee  aasssseettss

(a) Claims and loss adjustment expenses:

22000055
GGrroossss RReeiinnssuurraannccee NNeett

At the beginning of the year 58,752,487 (44,219,107) 14,533,381
Cash paid for claims settled in the year (101,254,730) 54,581,127 (46,673,603)
Increase in liabilities 119,691,153 (63,875,350) 55,815,803
Monetary gain/(loss) (7,522,841) 7,643,814 120,973

TToottaall  aatt  tthhee  eenndd  ooff  tthhee  yyeeaarr 6699,,666666,,007700 ((4455,,886699,,551166)) 2233,,779966,,555544

Notified claims 23,174,047
Incurred but not reported 622,507

TToottaall  aatt  tthhee  eenndd  ooff  tthhee  yyeeaarr 6699,,666666,,007700 ((4455,,886699,,551166)) 2233,,779966,,555544

22000044
GGrroossss RReeiinnssuurraannccee NNeett

At the beginning of the year 40,159,757 (28,696,551) 11,463,206
Cash paid for claims settled in the year (83,240,766) 52,573,884 (30,666,882)
Increase in liabilities 105,796,264 (71,243,382) 34,552,882
Monetary gain/(loss) (3,962,767) 3,146,942 (815,825)

TToottaall  aatt  tthhee  eenndd  ooff  tthhee  yyeeaarr 5588,,775522,,448877 ((4444,,221199,,110077)) 1144,,553333,,338811

Notified claims 14,086,495
Incurred but not reported 446,885

TToottaall  aatt  tthhee  eenndd  ooff  tthhee  yyeeaarr 5588,,775522,,448877 ((4444,,221199,,110077)) 1144,,553333,,338811

(b) Provision for unearned premiums:

22000055
GGrroossss RReeiinnssuurraannccee NNeett

Reserve for unearned premiums
beginning of the year 94,595,183 (51,317,512) 43,277,671

Net change in 
reserve for unearned premiums 56,450,691 (37,329,294) 19,121,397

TToottaall  aatt  tthhee  eenndd  ooff  tthhee  yyeeaarr 115511,,004455,,887744 ((8888,,664466,,880066)) 6622,,339999,,006688

22000044
GGrroossss RReeiinnssuurraannccee NNeett

Reserve for unearned premiums
beginning of the year 69,525,546 (39,141,684) 30,383,862

Net change in 
reserve for unearned premiums 25,069,637 (12,175,828) 12,893,809

TToottaall  aatt  tthhee  eenndd  ooff  tthhee  yyeeaarr 9944,,559955,,118833 ((5511,,331177,,551122)) 4433,,227777,,667711



NNOOTTEE  1166  --  PPRROOVVIISSIIOONN  FFOORR  EEMMPPLLOOYYMMEENNTT  TTEERRMMIINNAATTIIOONN  BBEENNEEFFIITTSS

Under Turkish Labour Law, the Company is required to pay termination benefits to each employee who has completed one year of service
and whose employment is terminated without due cause, is called up for military service , dies or who retires after completing 25 years
of service (20 years for women) and achieves the retirement age (58 for women and 60 for men). Since the legislation was changed on
8 September 1999 there are certain transitional provisions relating to length of service prior to retirement. 

The amount payable consists of one month’s salary limited to a maximum of YTL 1,727.15 for each year of service as of 31 December
2005 (31 December 2004: YTL 1,574.74). The liability is not funded, as there is no funding requirement.

The provision has been calculated by estimating the present value of the future probable obligation of the Company arising from the
retirement of the employees. 

International Accounting Standards require actuarial valuation methods to be developed to estimate the enterprise's obligation under
defined benefit plans. Accordingly the following actuarial assumptions were used in the calculation of the total liability:

22000055 22000044

Discount rate 5.49 % 5.45 %
Turnover rate to estimate the probability of retirement 87 % 98 %

The principal assumption is that the maximum liability for each year of service will increase in line with inflation. Thus, the discount rate
applied represents the expected real rate after adjusting for the anticipated effects of future inflation. As the maximum liability is revised
semi-annually, the maximum amount of YTL 1,770.62 (1 January 2004: YTL 1,648.90) which is effective from 
1 January 2005, has been taken into consideration in calculating the provision for employment termination benefits of the Company. 

Movements in the reserve for employment termination benefits during the year are as follows:

22000055 22000044

Balance at 1 January 419,389 436,682
Charge for the period 5,801 40,752
Monetary gain (18,484) (58,045)

BBaallaannccee  aatt  3311  DDeecceemmbbeerr 440066,,770066 441199,,338899

NNOOTTEE  1177  --  SSHHAARREE  CCAAPPIITTAALL

Nominal capital of the Company at 31 December 2005 is YTL 35,000,000 (2004: YTL 25,000,000) and is held as follows:

22000055
SShhaarreehhoollddiinngg

%% NNuummbbeerr  ooff  sshhaarreess YYTTLL

Türkiye Garanti Bankas› A.fi. 99.999982 3,499,999,995 34,999,999
Other 0.000018 5 1

110000 33,,550000,,000000,,000000 3355,,000000,,000000

22000044
SShhaarreehhoollddiinngg

%% NNuummbbeerr  ooff  sshhaarreess YYTTLL

Türkiye Garanti Bankas› A.fi. 99.999982 24,999,995,500 24,999,995
Other 0.000018 4,500 5

110000 2255,,000000,,000000,,000000 2255,,000000,,000000

At 31 December 2005, the restated capital of the Company amounts to YTL 89,351,873 (2004: YTL 84,212,026).

Adjustment to share capital represents the restatement effect of cash contribution to share capital at year-end equivalent purchasing
power.
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NNOOTTEE  1188  --  RREETTAAIINNEEDD  EEAARRNNIINNGGSS  AANNDD  LLEEGGAALL  RREESSEERRVVEESS

22000055 22000044

First legal reserve 673,038 480,044
Second legal reserve 374,522 391,543 

11,,004477,,556600 887711,,558877

Retained earnings as per the statutory financial statements, other than legal reserves, are available for distribution subject to the legal
reserve requirement referred to below.

The legal reserves consist of first and second reserves, appropriated in accordance with the Turkish Commercial Code (TCC). The TCC
stipulates that the first legal reserve is appropriated out of statutory profits at the rate of 5% p.a., until the total reserve reaches 20% of
the company’s paid-in share capital. The second legal reserve is appropriated at the rate of 10% p.a. of all cash distributions in excess of
5% of the paid-in share capital. Under the TCC, the legal reserves can only be used to offset losses and are not available for any other
usage unless they exceed 50% of paid-in share capital.

Dividend distributions are made by the Company in Turkish lira in accordance with its Articles of Association, after deducting taxes and
setting aside the legal reserves as discussed above.  

The Company accounts for earthquake claims provision in its statutory financial statements. The determined portion of the net retained
premiums is specified by the Insurance Supervisory Law for fire and engineering branches against earthquake risks. The earthquake claims
provision can only be used for the payment of earthquake claims. At 31 December 2005, the earthquake claims provision in the statutory
financial statements of the Company amounts to YTL19,067,538 (2004: YTL 12,803,221).

NNOOTTEE  1199  --  GGEENNEERRAALL  AANNDD  AADDMMIINNIISSTTRRAATTIIVVEE  EEXXPPEENNSSEESS

22000055 22000044

Personnel salaries and bonus 16,325,592 8,783,864
Depreciation and amortization 1,772,816 1,487,047
Advertising expenses 1,020,212 1,362,745
Travel expenses 909,079 1,148,518
Information technology expenses 817,702 502,040
Taxes and dues 496,753 289,492
Communication expenses 400,915 513,975
Audit and consultancy expenses 245,635 246,420
Electricity, water and heating expenses 215,778 214,999
Rent expense 213,949 178,176
Stationary expenses 111,442 94,345
Other 3,730,246 7,043,958

2266,,226600,,111199 2211,,886655,,557799

NNOOTTEE  2200  --  OOTTHHEERR  IINNCCOOMMEE  ((IINN  DDEEPPAARRTTMMEENNTTAALL  RREEVVEENNUUEESS))

22000055 22000044

Subrogation income-net of reinsurers’share 4,078,084 6,393,160
Other 19,258 8,639

44,,009977,,334422 66,,440011,,779999

NNOOTTEE  2211  --  OOTTHHEERR  EEXXPPEENNSSEESS  ((IINN  DDEEPPAARRTTMMEENNTTAALL  RREEVVEENNUUEESS))

Non-Life Insurance Business
22000055 22000044

Provision expense for claim recoveries 3,695,471 6,194,823
Credit card commission expenses   1,663,947 251,314
Turksis Service Systems 301,684 514,332
MedNet expenses 105,922 159,136
Interest expense accrual on premium reserves - 186,117
Interpartner expenses - 127,528
Other 394,941 257,018

66,,116611,,996655 77,,669900,,226688
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NNOOTTEE  2222  --  SSEECCUURRIITTYY  FFOORR  PPOOLLIICCYYHHOOLLDDEERRSS

In order to protect the interests of policyholders, under Insurance Supervision Law 7397, insurance companies are obliged to deposit
securities within two months in a blocked account with a state bank, and to mortgage fixed assets in favour of the Undersecreteriat of
Treasury. 

Accordingly, the following guarantees have been issued to the Undersecreteriat of Treasury:

22000055 22000044

Blocked bank deposits (Note 5) 7,078,130 245,852
Mortgage over buildings (Note 9) 12,120,000 4,732,640
Blocked securities (Note 6) 7,160,912 10,880,921

NNOOTTEE  2233  --  CCAASSHH  GGEENNEERRAATTEEDD  FFRROOMM  OOPPEERRAATTIIOONNSS
RReessttaatteedd

22000055 22000044

NNeett  iinnccoommee 1166,,334411,,003377 44,,337711,,559922

AAddjjuussttmmeennttss  ffoorr::
Taxes on income 8,571,679 1,831,867
Depreciation and amortisation charges (Notes 9 and 10) 1,772,816 1,489,280
(Gain)/loss on sale of property and equipment (13,562) 441
Impairment on property and equipment - 4,354,632
Interest income (12,841,163) (11,115,973)
Interest expense - 95
Change in provision for doubtful and overdue receivables (1,386,769) (6,275,538)
Claims provision 9,263,173 4,006,178
Deferred commission expense (7,309,860) 1,227,831
Reserve for unearned premiums 19,121,397 12,893,809
Deferred commission income 4,312,377 (219,193)
Provision for employment termination benefits (Note 16) 5,801 40,752
Inflation effect on operating activities 1,210,934 4,072,725

3399,,004477,,886600 1166,,667788,,449988

CChhaannggeess  iinn  wwoorrkkiinngg  ccaappiittaall::
Premiums receivable (5,937,815) (939,164)
Other receivables 5,433,971 (1,308,619)
Due to insurance and reinsurance companies 6,172,173 2,183,497
Premium reserves (92,163) (301,855)
Other liabilities (7,922,391) 489,051
Inflation effect on operating activities 1,424,558 (2,192,167)

CCaasshh  ggeenneerraatteedd//((uusseedd  iinn))  ffrroomm  ooppeerraattiioonnss 3388,,112266,,119933 1144,,660099,,224411

In the cash flow statements, proceeds from sale of property and equipment comprise:

22000055 22000044

Net book value (Note 9) 18,966 1,377
Gain/(loss) on sale of property and equipment 13,562 (441)

3322,,552288 993366
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NNOOTTEE  2244  --  RREELLAATTEEDD  PPAARRTTYY  TTRRAANNSSAACCTTIIOONNSS  AANNDD  BBAALLAANNCCEESS

Balances and transactions with related parties are as follows:

22000055 22000044
Bank deposits

Türkiye Garanti Bankas› A.fi.
Deposits in Turkish lira

-time deposits 56,030,219 6,466,270
-demand deposits 164,135 111,299

5566,,119944,,335544 66,,557777,,556699

Foreign currency denominated deposits
-time deposits 10,549,904 5,462,789
-demand deposits 68,784 28,274

1100,,661188,,668888 55,,449911,,006633

Deposits in foreign currency are as follows :

AAmmoouunntt
iinn  oorriiggiinnaall                                                                                                                              YYTTLL
ccuurrrreennccyy                                                                                                                      eeqquuiivvaalleenntt

22000055 22000044                                                    22000055 22000044

Original currency

US$ 4,774,516 1,271,292 6,406,446 1,783,746
EUR 2,650,822 1,935,600 4,208,179                      3,696,658
CHF 1,172 367                         1,194                               455
GBP 660 3,779 1,527 10,181
JPY                                                             117,748 1,803 1,342 23

1100,,661188,,668888 55,,449911,,006633

Net interest income with respect to the transactions made with Türkiye Garanti Bankas› A.fi. amounts to YTL 2,905,506 at 31 December
2005 (2004: YTL 733,499).

Premiums receivable (*)
22000055 22000044

Türkiye Garanti Bankas› A.fi. 21,831,553 29,227,897
Do¤ufl Sigorta A.fi. 2,420,949 2,015,147
Garanti Finansal Kiralama A.fi. 3,213,530 999,946
Other 1,357,119 1,215,323

2288,,882233,,115511 3333,,445588,,331133

(*) Included in the premiums receivable in the balance sheet.

Premiums written
22000055 22000044

Türkiye Garanti Bankas› A.fi. 128,129,082 108,259,406
Do¤ufl Sigorta A.fi. - 15,829,013
Garanti Finansal Kiralama A.fi. - 5,366,512

112288,,112299,,008822 112299,,445544,,993311
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NNOOTTEE  2244  --  RREELLAATTEEDD  PPAARRTTYY  TTRRAANNSSAACCTTIIOONNSS  AANNDD  BBAALLAANNCCEESS  ((CCoonnttiinnuueedd))

Türkiye Garanti Bankas› A.fi., the shareholder of the Company and the other related parties provide insurance intermediary services as an
agency of the Company.

Other receivables
22000055 22000044

Türkiye Garanti Bankas› A.fi. 521,838 -
Do¤ufl Sigorta A.fi. 126,284 -
Garanti Finansal Kiralama A.fi. 2,489 -
Other 36,989 -
Garanti Emeklilik A.fi. - 38,639

668877,,660000 3388,,663399

Other liabilities
22000055 22000044

Türkiye Garanti Bankas› A.fi. 121,758 14,110
Do¤ufl Sigorta ve Arac›l›k Hizmetleri 3,255 -
Garanti Finansal Kiralama A.fi. 2,423 -
VDF Sigorta Arac›l›k Hizmetleri A.fi. 83 -
Garanti Biliflim Teknolojisi ve Tic. A.fi. - 171,694
Do¤ufl Holding A.fi. - 8,784
VDF Otomotiv Servis - 67,539

112277,,551199 226622,,112277

Commissions paid
22000055 22000044

Türkiye Garanti Bankas› A.fi. 17,362,574 15,383,980
Do¤ufl Sigorta A.fi. - 1,354,003
Garanti Finansal Kiralama A.fi. - 821,991

1177,,336622,,557744 1177,,555599,,997744

NNOOTTEE  2255  --  FFOORREEIIGGNN  CCUURRRREENNCCYY  PPOOSSIITTIIOONN

The assets and liabilities denominated in foreign currencies are as follows: 

22000055 22000044

Assets 45,566,098 30,337,534
Liabilities (33,154,406) (17,168,441)

12,411,692 13,169,093

22000055 22000044
OOrriiggiinnaall  aammoouunnttss OOrriiggiinnaall  aammoouunnttss

Cash and cash equivalents

EUR 2,719,401 1,979,621
USD 4,866,188 1,278,477
GBP 676 3,796
CHF 3,412 367
JPY 117,748 1,803
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NNOOTTEE  2255  --  FFOORREEIIGGNN  CCUURRRREENNCCYY  PPOOSSIITTIIOONN ((CCoonnttiinnuueedd))

22000055 22000044
OOrriiggiinnaall  aammoouunnttss OOrriiggiinnaall  aammoouunnttss

Short-term receivables (1)

EUR 6,599,979 2,045,731
USD 17,594,736 2,944,936
GBP 63,746 21,307
CHF 670 -
NOK 150 -
JPY 42,199,669 719,712,399

(1) Include agency and policyholder receivables, due from insurance and reinsurance companies and other assets.

Short-term payables (2)

EUR 5,401,638 1,790,581
USD 17,918,950 3,228,774
GBP 198,299 -
JPY 1,818,939 682,855,380
CHF 55,394 -

(2) Include balances due to reinsurance companies, outstanding claim provisions and other liabilities.

NNOOTTEE  2266  --  SSUUBBSSEEQQUUEENNTT  EEVVEENNTTSS

a) The employment termination benefits ceiling has increased from YTL 1,727.15 to YTL 1,770.62 as at 1 January 2006.

b) The corporate tax rate for the year 2005 earnings is 30%. However according to the “Draft Legislation of Corporate Tax” corporate
tax rate is anticipated to be decreased to 20% for the tax period starting from 1 January 2006. If the mentioned draft Law will be
enacted without amendment, the corporate tax rate will be 20% for the tax period starting from 1 January 2006. 

c) Starting from 1 January 2006 the Company decided to discontinue the application of inflation accounting by concluding that the
Turkish economy ceased to be hyperinflationary, through considering the resolutions reached by governmental authorities, 
agencies and through the opinion of IASB which states that such a decision could be best made by the economic actors operating
in the Turkish economy and as a reference, the Ministry of Finance, Treasury and the Capital Markets Board, who are the major 
regulatory authorities in the Turkish economy, have declared that the Turkish economy has ceased to be defined as 
hyperinflationary and that the application of inflation accounting should be discontinued in the statutory financial statements.
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