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OUR FAMILY HAS EXPANDED
AFTER THE PUBLIC OFFERING




AGENDA

1. Opening and election of the Presidential Board,

2. Reading and discussion of the 2014 Annual Report of the Board of Directors,

3. Reading the Auditors’ Reports for the fiscal year 2014,

4. Reading, discussion and approval of the Financial Statements for the fiscal year 2014,

5. Approving the Remuneration Policy for the Members of the Board of Directors and
Senior Management,

6. Approving the Donation and Aid Policy of the Company,

7. Releasing the Members of the Board of Directors of their activities and transactions in
2014,

8. Determining the use of distributable profit, and the amount of profit and dividends
to be distributed for the fiscal year 2014,

9. Selecting an Independent Auditor to audit the Company’s Financial Statements and
Reports for the fiscal year 2015 in accordance with Turkish Commercial Code No: 6102
and Capital Market Law No: 6362,

10. Informing the General Assembly about the Donations and Aid made in 2014,
11. Determining the limit for donations to be made by the Company in 2015,
12. Approving the Disclosure Policy,

13. Authorizing the Chairman and Members of the Board of Directors to execute the
transactions described in articles 395 and 396 of the Turkish Commercial Code.
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We completed the year’s
biggest initial public offering
on Borsa Istanbul in 2014. As
a result, AvivaSA has achieved
a much more transparent
corporate structure.

Thanks to our young and
dynamic team, we have always
implemented exceptional
business practices and we
have always ranked among the
industry leaders.

In accordance with our
mission of being a pioneer

in everything we do, we kept
up with the times and openly
shared all the changes we
underwent via CAPS.’

*One of the latest entertainment trends in social media, CAPS is shorthand for a humorous
interpretation of selected scenes from film or TV featuring celebrities.
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VALUES

OUR ULTIMATE PURPOSE

We free people from fear of
uncertainty.

VALUES

Our business perspective
is guided by high ethical

standards and values:



CARE MORE
At AvivaSA, we care

like crazy about our
customers, each other,
and the communities we
operate in.

At AvivaSA, we are .
obsessed with making ‘
things simpler for our
customers and each other.
We manage complexity

so our customers don’t
have to.

At AvivaSA, we strive

to create a future for

our customers and each
other, which is every bit
as bright and sustainable
as others created before
us.

At AvivaSA, we strive

to create a future for

our customers and each
other, which is every bit
as bright and sustainable
as others created before
us.

Stand in my customers’
and colleagues’ shoes
first.

Actively seek out and
address what is wrong.
Treat the Company’s
money like my own.

Make things easy for
anyone to understand.
Be plain dealing.

Start and finish with
the customer outcome
front of mind.

Whatever barriers

I face, I will think
creatively to achieve
the desired results.

I will make courageous
decisions.

I will learn from my
mistakes and celebrate
our achievements.

i« Leave behind

something so much
better than what I
found.

Make decisions I will be
as proud of in 20 years’
time as I am today.
Invest in the
community I operate
in.
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‘ Iwon’t

Let fear stand in the
way of what’s right.

i« Use numbers as an

excuse.

« Mindlessly apply

process.

I will i Twon’t

Create new process
unless it is critical to
our success.

« Involve people just to

cover myself.

« Re-invent the wheel.

i Iwon’t

¢« Drive purely for short-

term gain.

 Change path unless it

delivers more.

-+ Damage our heritage.

i« Drive purely for short-
term gain.

¢+ Change path unless it
. delivers more.

.« Damage our heritage.
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AvivaSA maintained its consistent

FINANCIAL AND . .

.............................. progress in financial management,
OPERATIONAL premium production and
INDICATORS profitability in the year 2014.

In 2014, AvivaSA maintained steady progress in terms of financial management,
premium production and profitability. The Company has increased premium
production more than twofold over the last four years.

FINANCIAL INDICATORS (TL MILLION)

Average Annual
Growth Rate

2010 2011 2012 2013 2014 (2010-2014)
Total Premium and Contribution 6o Glo 8oy Loz 14t ax
Total Assets 3,391 3,845 4,95;3 5,88; 8,10"1“ 24/
Sharcholders’Equity w3 s 160 15 18
NetPofitAflerTex 3 m 3 n
NetProfit After Tax/ Shareholders'
Equity 24.1 21.2 23.0 19.5 25.8 2%

"According to the Pension Monitoring Center data as of January 2, 2015.
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w1

PREMIUM PRODUCTION IN LIFE AND ACCIDENT BRANCHES (TL MILLION)

14% INCREASE IN THE LAST 4 YEARS

532.9 258.3

197.5
155.3 148.4
2010 2011 2012 2013

SHAREHOLDERS’ EQUITY (TL MILLION)

10% INCREASE IN THE LAST 4 YEARS

151 168 157

178

PPS FUND SIZE (TL BILLION)

29% INCREASE IN THE LAST 4 YEARS

4.1
2.6 3.0
2010 2011 2012 2013

“According to the Pension Monitoring Center data as of January 2, 2015.

PPS PARTICIPANTS (PERSON)

20% INCREASE IN THE LAST 4 YEARS S

817,377
491,683
350,698 420,980
2010 2011 2012 2013

"According to the Pension Monitoring Center data as of January 2, 2015.

TOTAL ASSETS (TL BILLION)

24% INCREASE IN THE LAST 4 YEARS

5.0
34 38
2010 2011 2012 2013
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AvivaSA became the first private

pension and life insurance company
in Turkey to undertake an IPO after
the launch of the private pension
system in the country.

Oct. 3, 1995
The Company
changed its name to
Akhayat Sigorta A.S.

Dec. 6, 1941
AK Emeklilik A.S. 1997
was founded as Commercial
Dogan Sigorta A.S. Union’s share in
in Istanbul. this partnership
rose from 65% to
90%.

1991
Commercial
Union Hayat was
founded through a
partnership between

2001

Dec. 3, 2002
The company
received
authorization from
the Undersecretariat
of the Treasury to
become a pension
company.

CGNU (currently

known as Aviv.
acquired the

a)

Commercial Union remaining shares.

Plc. and Finansbank.

1941 1991 1995 1997

2001

2002



Jan. 31, 2003
The Company
determined its
name as AK
Emeklilik A.S.

Jul. 7, 2003
The Company
obtained a
license from the Oct. 31, 2007
Undersecretariat Aviva Hayat ve
of the Treasury Emeklilik A.S.

was transferred to

to operate in the
AK Emeklilik A.S.

private pension

segment. The Company title
was converted to
Sept. 26, 2003 AvivaSA Emeklilik
The private pension ve Hayat A.S.
investment funds
were registered
by the Capital
Markets Board.
Oct. 27, 2003
The sale of
pension products
commenced.
2004
The Company
name was
converted to
Aviva Hayat ve
Emeklilik A.S.
2003 2004 2007

AvivaSA Annual Report 2014 7

November 2014
AvivaSA EmeKklilik
ve Hayat A.S.
became the first
private pension
and life insurance
company in
Turkey to
undertake an IPO
after the launch
of the private
pension system
in the country.
In addition, the
Company’s public
offering was the
year’s biggest IPO
on Borsa Istanbul

in 2014.
Jan. 1, 2013
Entering a New
Era in the Private
Pension System
2013 2014

INTRODUCTION

\




8 AvivaSA Annual Report 2014

Sabanci Group companies lead in
their respective sectors.

SABANCI GROUP AT A GLANCE

Hac1 Omer Sabanci Holding A.S. is the holding
company of firms affiliated to the Sabanci Croup, one
of the largest business groups in Turkey. The key areas
of interest for the Sabanci Group include such fast-
growing Turkish sectors as financial services, energy,
cement, retail and industry, with Group companies
leading their respective sectors. Sabanci Holding is
listed on the Borsa Istanbul (BIST) and has controlling
interests in 12 other listed companies.

Companies under the Sabanci Group umbrella are
currently active in 16 countries and market their
products to various regions of Europe, the Middle East,
Asia, and Northern Africa, as well as North and South
America. Thanks to its pedigree and brand image, as
well as its established partnerships, knowledge and
expertise in the Turkish markets, Sabanci Group has
achieved growth in its core business fields to become a
driving force of the Turkish economy.

Sabanci Holding’s international partners include
prominent global brands such as Aviva, Ageas,
Bridgestone, Carrefour, Citi, Heidelberg Cement,
Philip Morris and E.ON.

Sabanci Holding is responsible for setting the Croup’s
vision and strategies and increasing shareholder
value by ensuring Group-wide synergy, as well as for
the coordination of the finance, strategy, business
development and human resources functions.



318

YEARS OF
EXPERIENCE

BOASTING A LONG 318-
YEAR HISTORY, AVIVA
PROVIDES LIFE AND NON-
LIFE INSURANCE PRODUCTS
PRIVATE PENSION
PLANS, AND PORTFOLIO
MANAGEMENT SERVICES

31.4

NUMBER OF AVIVA
CUSTOMERS
(MILLION)

AVIVA, THE LARGEST
INSURANCE PROVIDER
IN THE UNITED KINGDOM,
SERVES 31.4 MILLION
CUSTOMER

AvivaSA Annual Report 2014 9

AVIVA AT A GLANCE

With a deep-rooted history of 318 years, the Aviva
Group currently provides portfolio management
services as well as general, life and health insurance
businesses. By assuring its customers’ daily life risks
Aviva ensures that they can live a peaceful life and

a secure and comfortable retirement period. The
biggest insurance services provider in the UK, Aviva
operates vigorously in China, Indonesia, France, India
Hong Kong, the UK, Ireland, Spain, Italy, Canada,
Lithuania, Poland, Singapore, Turkey, and Vietnam by
providing services to 31.4 million customers across the
globe.

INTRODUCTION
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GLANCE

THE NUMBER OF
CUSTOMERS OF
AVIVASA
(MILLION)

AVIVASA SERVES MORE
THAN 2 MILLION CUSTOMERS
THROUGH A MULTICHANNEL
DISTRIBUTION STRUCTURE

The multi-channel distribution
structure, which boosts access to
customers, is a factor that gives
AvivaSA an immense competitive
edge.

One of Turkey’s leading private pension and life
insurance companies, AvivaSA Emeklilik ve Hayat was
established on October 31, 2007 through the merger of
AK Emeklilik and Aviva Hayat ve Emeklilik. Founded
on the vast experience and financial power of Hac1
Omer Sabanci Holding, one of Turkey’s largest groups,
and British insurance giant Aviva, the Company
immediately established itself as a reliable brand and
leading figure in the industry.

With its skilled workforce, robust technological
infrastructure, unique multi-channel distribution
structure and vast client base, AvivaSA is among the
key players of the private pension and life insurance
industries.

The private pension funds of AvivaSA, one of the
companies setting the rules and standards of the
market since its inception, are managed by AK Portfoy
from the Sabanci Group, one of the leading companies
in the portfolio management sector.

The multi-channel distribution structure, which boosts
access to customers, is a factor that gives AvivaSA

an immense competitive edge. The multi-channel
distribution structure at AvivaSA covers Direct Sales,
Agencies, Bancassurance, Telesales, and Corporate
Projects, which is one of the Company’s key strengths.
Through its multi-channel distribution structure, the
Company serves its over 2 million customers.



1,617

TOTAL NUMBER
OF EMPLOYEES

AS OF YEAR-END 2014,
AVIVASA EMPLOYED 1,617
PERSONNEL.

7,5

MARKET SHARE IN
DIRECT PREMIUM
PRODUCTION
(%)

AVIVASA HOLDS A 7.5%
MARKET SHARE IN
TOTAL DIRECT PREMIUM
PRODUCTION.
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CUSTOMER SERVICE MODEL

AvivaSA carries out intensive operations and offers
customers tailored projects in order to simplify

all financial transactions and increase customer
satisfaction, which is at the heart of the company’s
activities, and integrates these activities into

its existing service model. The Company has adopted
providing its customers with satisfactory and healthy
services as a basic business principle. To that end,
process maps for customer- oriented activities are
created, efficiency projects are devised, and surveys at
customer contact points, mystery customer research,
and satisfaction surveys are conducted.

SAVINGS AWARENESS

In support of its strategy of establishing the concept
of saving as a main pillar of private pension and life
insurance, AvivaSA conducts intensive activities

to raise savings awareness. AvivaSA has an active

and integrated approach in numerous areas from
money box design to advertisement activities, from
savings-oriented research to social media contests.
These activities have highlighted the risks involved

in unplanned expenditures and profligacy, and
reemphasized thrift through a discourse in accordance
with the private pension concept. These efforts formed
the first step of our strategy.

The Private Pension System has entered a new period
as of January 1, 2013. Together with the start of this
process, the issues underlined by AvivaSA have been
verified in the eyes of the public, and the importance
of the Private Pension System as a savings instrument
has increased.

Since its services are directly associated with savings,
and thanks to its communication investments made
to promote this association, AvivaSA is one of the first
brands recalled in the surveys today.

YEAR 2014 AT FIRST GLANCE

As of year-end-2014, AvivaSA has 1,617 employees.
According to data released by the Pension Monitoring
Center as of 02 January 2015, it holds a 19% share of the
private pension market with almost TL 7.1 billion funds
under management. It also holds a 7.5% share in direct
premium production for pension and/or life insurance
companies with total life and accident premium
generation of TL 258 million, according to data of the
Insurance Association of Turkey (TSB) and Haymer.

INTRODUCTION

\
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2014 BRIEFLY

Golden

Collar Awards
FIRST PRIZE IN THE
“INVESTMENT IN
PEOPLE”
CATEGORY

AVIVASA WON FIRST PRIZE IN
THE CATEGORY “INVESTMENT
IN PEOPLE” AT THE FIFTH
EDITION OF THE SABANCI
GOLDEN COLLAR AWARDS.

AvivaSA conducted the Turkish edition
of the “Consumer Attitudes to
Pre-Retirement Savings and Post-
Retirement Prosperity” survey, which
its partner Aviva has administered
periodically in the UK over the last four
years.

AVIVASA, THE #1 COMPANY IN HUMAN CAPITAL
INVESTMENTS!

AvivaSA won first prize in the category of “Investment
in People” at the fifth edition of the Sabanci Colden
Collar Awards, which serves as a platform to recognize
the achievements of Group employees and companies,
share best practices, and encourage the development
of the entire Sabanci Group. Winning the top prize in
the Investment in People category demonstrates the
level of importance AvivaSA places on its employees,
showing that employees, their happiness, success and
development are among the foremost priorities of the
Company.

For details: http://goo.gl/whtlzt

AVIVASA RELEASED THE “RETIREMENT REPORT
FOR TURKEY”!

AvivaSA conducted the Turkish edition of the
“Consumer Attitudes to Pre-Retirement Savings

and Post-Retirement Prosperity” survey, which its
partner Aviva has administered periodically in the UK
over the last four years. The survey was carried out

in 12 cities, namely Istanbul, Ankara, Izmir, Bursa,
Samsun, Adana, Kayseri, Trabzon, Erzurum, Malatya,
Gaziantep and Edirne, with a total of 821 participants.
According to the survey results, 89% of retirees regret
that they have not made any retirement savings. This
finding further emphasizes the importance of the role
of Turkey’s PPS in alleviating the population’s worries
about the future.

For details: http://goo.gl/3NqG7G

“RETURN-OF-PREMIUM LIFE INSURANCE” BRINGS
AVIVASA THE SILVER STEVIE AWARD IN THE
CATEGORY OF BEST FINANCIAL PRODUCT OR
SERVICE OF THE YEAR.

In 2014, AvivaSA won the Silver Stevie in the category
“Best Financial Product or Service of the Year” at the
11 edition of the Stevie Awards, which recognizes
the accomplishments and contributions of companies
and businesspersons worldwide. This award is
acknowledgement of AvivaSA’s success in the global
arena. It is also a very significant achievement as



SIZE OF THE INITIAL
PUBLIC OFFERING
(TL MILLION)

AT TL 330.8 MILLIGON, THE
AVIVASA IPO WAS THE
LARGEST PUBLIC OFFERING
IN 2014.

Stevie
Awards

“BEST NEW FINANCIAL
PRODUCT OR SERVICE
OF THE YEAR”

AVIVASA WON THE SILVER
STEVIE IN THE CATEGORY
“BEST NEW FINANCIAL
PRODUCT OR SERVICE OF
THE YEAR” AT THE 2014
STEVIE AWARDS

AvivaSA Annual Report 2014 13

AvivaSA was the only award winning company in
Turkey’s entire private pension and life insurance
sector.

For details: http://goo.gl/KiVZze

AVIVASA PLANTS A TREE FOR YOU.

AvivaSA helped create two memorial forests with the
saplings it has been donating on behalf of customers to
celebrate their birthdays. This unique project, initiated
in November 2012 as part of AvivaSA’s corporate social
responsibility efforts, aims to reduce the impact of
climate change on present and future generations by
creating new forests that serve as carbon sinks. Under
this initiative, AvivaSA contributed to afforestation of
a large parcel of land, equal to about 25 football fields,
in Izmir and Balikesir to combat erosion and climate
change.

For details: http://goo.gl/1eLb3U

TOTAL INVESTOR DEMAND FOR AVIVASA SHARES
WAS 2.8 TIMES OVERSUBSCRIBED.

Investors showed significant interest in the public
offering of AvivaSA. The Company’s shares commenced
trading on November 13, 2014. The IPO share price was
TL 47, resulting in a market capitalization of TL 1.7
billion. With the offering totaling TL 330.8 million,
AvivaSA’s IPO was the largest on Borsa Istanbul in 2014.
For details: http://g00.91/Cgjj8h

AVIVASA RECEIVES ACHIEVEMENT AWARD FOR
ITS EMPLOYEE REWARD AND RECOGNITION
PROGRAMS

AvivaSA received an Achievement Award in the
Recognition and Reward category at the 2014 Human
Management Awards, held by PERYON (People
Management Association of Turkey), Turkey’s first civil
society organization in the area of human resources
management. AvivaSA won this honor thanks to its
innovative employee reward programs, which include
the “Winners Club,” “Stars Summit,” “Change-
makers” and “High Fliers. “

For details: http://goo.gl/tbgcUx

AVIVASA PUBLISHED THE “2014 CONSUMER
ATTITUDES TO SAVINGS” SURVEY RESULTS.
Meral Eredenk Kurdas, CEO of AvivaSA, shared the
findings of the “2014 Consumer Attitudes to Savings”
survey at a press conference.

For details: http://goo.gl/wwTXr]

INTRODUCTION
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MESSAGE FROM THE

CHAIRMAN

44

2014 PPS EXPAND
(%)

IN 2014, THE PPS EXPANDED
44% IN TERMS OF ASSETS
UNDER MANAGEMENT.

Thanks to the synergy created with
the main shareholders Sabanci
Group and Aviva Plc, AvivaSA
maintains market leadership in the
private pension sector.

IN 2014, GEOPOLITICAL RISKS TOOK PRECEDENCE
OVER ECONOMIC ISSUES.

2014 started out with cautious optimism; however,
despite the sharp decline in oil prices, concerns about
economic growth prevailed throughout the year due
to the slow pace and uneven distribution of the global
recovery. Ongoing geopolitical risks and conflicts
around the world coupled with persistent economic
weakness took their toll on the global economy.

As its labor market picked up and consumer spending
increased moderately, the US economy performed
significantly better than the world’s other advanced
economies. The extent and timing of political
intervention into the Eurozone’s economy and the
economic policy flexibility of EU states slowed the
overall recovery in 2014 as well. As a result, concerns
over inflation and economic activity continued despite
the latest measures of the European Central Bank.
Meanwhile, Japan continued to battle deflation with
the expansionary monetary policy it adopted during
the second and third quarters of the year.

Emerging market growth rates fell well short of pre-
crisis levels. Market reaction to the strong signals
from the US concerning future interest-rate rises
indicates that the Federal Reserve’s monetary policies
will continue to steer the economies of developing
countries in 2015.

TURKEY UNDERPERFORMED ITS POTENTIAL IN
2014

The Turkish economy entered 2014 under very tough,
and in fact, extremely turbulent, conditions. The Fed’s
decision to taper its bond purchase program along
with various political developments during the year
plagued capital markets. In addition, the uncertain
environment generated by the 2014 elections had a
negative impact on investors’ perception of Turkey.
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MESSAGE FROM THE

CHAIRMAN

2014

A YEAR OF
REBALANCING

2014 WAS A YEAR OF
REBALANCING FOR THE
TURKISH ECONOMY

At AvivaSA, we place great
importance on the development of
the PPS, in particular to increase
domestic savings and generate
long-term funds.

On the other hand, even though the economy fell well
short of forecasted growth, 2014 was not an altogether
bad year for Turkey at the macro level considering the
turbulent and uncertain environment.

The Turkish economy expanded 3% in 2014. While
weakening domestic demand slowed imports, the
low base effect of the previous year and a slight
recovery in Europe’s economy helped spur export
growth. Meanwhile, commentators clearly state that
2015 growth forecasts will have to be revisited due

to unexpectedly high unemployment and inflation,
fluctuating exchange rates, and the ongoing debates
surrounding the Turkish Central Bank’s interest rate
policy.

The best news for Turkey’s economy in 2014 was that
the current account deficit significantly narrowed as a
result of demand rebalancing.

TURKEY ENTERS 2015 WITH SOME ADVANTAGES
AND DISADVANTAGES

In 2015, the expected developments in US monetary
policy will probably lead to a reduction in capital flows
to emerging markets, including Turkey. On the other
hand, low oil prices and the expansionary monetary
policies implemented across Europe will ameliorate
the macroeconomic balance in Turkey, albeit to an
unknown extent.



Innovative
Brand in Its
Sector

AvivaSA in
BIST
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The Turkish economy appears to have slowed to a
pace of expansion significantly below potential,

and well under its recent performance these past
years. We think that this downtrend can be changed
through structural reforms designed to increase the
country’s savings rate and improve the competitive
and investment climate. We believe Turkey will take
stronger steps towards sustainable growth following
the elections in mid-2015.

Since the beginning of the state’s contribution to the
private pension system in 2013, the PPS customer base
in Turkey has expanded; in 2014, the size of assets
under management in the PPS grew 44%. And yet
current figures indicate that the industry still has
much future growth potential.

2014 WAS A VERY SPECIAL YEAR FOR AVIVASA
Thanks to the synergy created with the Company’s
main shareholders, Sabanci Holding and Aviva Plc,
AvivaSA leads the private pension sector. Helping
customers secure their future with innovative
products, AvivaSA constantly invests in the Company’s
employees, offers shareholders profitable growth, and
provides business partners the opportunity to work
with an innovative brand.

At AvivaSA, we place great importance on the
development of the PPS, particularly in terms of
increasing domestic savings and generating the
long-term funds that Turkey’s economy needs. Our
successfully executed communication strategy shows
our commitment to creating value for Turkey as a good
corporate citizen.

2014 marked a milestone for the Company as well

as the sector. AvivaSA became the first pension

and life insurance company to go public since the
establishment of the private pension system in Turkey.
In addition, AvivaSA’s IPO was the year’s biggest
public offering on Borsa Istanbul in 2014. The fact that
the AvivaSA IPO was 2.8 times oversubscribed is clear
evidence of strong investor interest in our Company as
well as their ongoing trust in the Turkish economy.

INTRODUCTION

\
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MESSAGE FROM THE

TIMES OVER DEMAND

AVIVASA'S IPO WAS 2.8
INMES OVER SUBSCRIBED

In 2015, AvivaSA aims to add new
business partners to its roster.

OUR GOAL FOR THE COMING PERIOD IS TO
MAINTAIN OUR MARKET PIONEERING POSITION
In 2015, AvivaSA aims to add new business partners

to its roster. We will also work to grow the private
pension system in order to make it a significant
savings vehicle while focusing on increasing our
market share and business volume in life insurance
and personal accident insurance. Additionally, we will
expand our SME business by launching new products
and campaigns tailored to this key segment.

With our customer-oriented approach across the
business and well-experienced and dynamic staff, we
will continue to further solidify our leadership position
in private pensions and life insurance in 2015.

I would like to take this opportunity to extend my
gratitude to Sabanci Holding and Aviva for their
unwavering support to our Company, which has always
assumed a pioneering role on its journey to permanent
market leadership, and also to our employees,
participants, policy holders and all our stakeholders for
their contributions.

Yours faithfully,

Haluk DINCER
Chairman
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HOW I FELT AFTER WINNING
THE STEVIE AWARD

We all felt extremely happy and proud when our innovative product
Return-of-Premium Life Insurance won the Silver Stevie in the “Best

New Financial Product or Service of the Year” category at the 2014
Stevie Awards, the world’s premier business awards competition.
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a.l

TOTAL PARTICIPANTS
(MILLION)

THE NUMBER OF TOTAL

PARTICIPANTS OF THE

SYSTEM REACHED 51
MILLION IN 2014

In private pensions and life
insurance, AvivaSA’s two main areas
of business, we aim to “free people
of their worries about the future and
the fear of uncertainty.”

The decision to slow the pace of monetary expansion

in the US, the sanctions imposed on Russia by the

US and Europe over the Ukraine crisis, Japan’s fight
against deflation, China’s slowing pace of economic
expansion, and the strengthening of the US dollar
against the Euro due to recent events in the Eurozone
stood out as the year’s most important developments.
Even though Turkey has demonstrated slower growth,
the country achieved positive results in combatting the
current account gap issue.

PPS’S STRONG GROWTH CONTINUES

The state’s contribution to PPS participants, which was
introduced last year to support the overall sector and

to expand domestic savings in Turkey, a market with
huge growth potential in private pension plans, has
led to a significant rise in total fund volume and the
participant numbers.

As of year-end 2014, Turkey’s PPS had 5.1 million
participants in total with a fund size of TL 38 billion.
The 63% increase in number of participants and 86%
growth in assets under management over the two
years since the start of the state contribution in 2013
clearly prove the success of this system. However,
given Turkey has about 52 million persons aged 18 years
and older, and who are prospective participants in the
private pension system, the country is still far from
realizing its true potential in this area.

Therefore, we consider the new regulations that are
being debated by the government very important. For
instance, we believe that the auto-enrolment practice
for those who start working for the first time in their
lives would accelerate participation in the private
pension system, taking it to a much higher level.
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Our goal is to reinvigorate the

.......... notion of collective savings with our
CEO life insurance and private pension
products.

OUR GOAL IS TO INCREASE SAVINGS IN TURKEY
In the private pension and life insurance segments,
AvivaSA’s two main business areas, we aim to “free

7 3 3 people of their worries about the future and the
fear of uncertainty.” As a company that for many
PPS PARTICIPANTS years has strived to own the concept of savings, we
(LSS D)) believe that Turkey needs to maintain control over

the current account deficit in order to achieve high
and steady economic growth, and thus reach its goal
of ranking among the world’s top ten economies by

WEINGREASED THE NUMBEH the 100" anniversary of the Turkish Republic in 2023.

OF OUR PPS PARTICIPANTS

BY 19% OVER THE PRIOR We know that increasing domestic savings is key to
YEAR, TO MORE THAN narrowing the current account gap, and we consider
733,000

the PPS an effective solution to this persistent issue
because it creates a savings culture for the long-term.
Therefore, efforts to raise savings awareness and to
improve financial literacy are at the very center of
our business. Our goal is to reinvigorate the notion of
collective savings with our life insurance and private
pension products. To this end, we launched the
Savings Calculator mobile application, which enables
customers to better manage their expectations for
retirement.

AVIVASA FURTHER EXTENDED ITS TRACK RECORD
OF SUCCESS IN 2014

Blending Aviva’s experience in international insurance
that can be traced back more than 300 years with
Sabanci Holding’s local market power, as well as a
highly educated, well-experienced and dynamic staff,
AvivaSA continued to provide customers with the best
possible service in 2014.



7.1

TOTAL FUND SIZE
(TL BILLION)

OUR FUND SIZE EXPANDED
42% TO TL 7.1 BILLION,
INCLUDING STATE
CONTRIBUTIONS.

TOTAL PREMIUM
GENERATION
(TL MILLION)

OUR COMPANY EXPANDED
PREMIUM GENERATION
IN LIFE AND NON-LIFE

INSURANCE BY 10.9% OVER

THE PREVIOUS YEAR TO TL

258 MILLION.
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Our extraordinary performance in 2014 was directly
reflected in our business results. We increased the
number of our PPS participants by 19% over the
previous year to more than 733,000. Meanwhile, our
fund size expanded 42% to TL 7.1 billion, including
state contributions. As a result, AvivaSA capped the
year with a market share of 14% in total number of
participants, and 19% in total fund size.

WE INCREASED OUR MARKET SHARE IN LIFE AND
NON-LIFE INSURANCE TO 7.5%

Our Company’s premium generation in the life
insurance segment expanded 10.9% to TL 258 million.
With a 7.5% market share, AvivaSA also maintained its
position as a rising force in life insurance provision in
2014.

Our innovative products form the foundation of our
successful performance in the life insurance segment.
For example, our breakthrough offering Return-
of-Premium Life Insurance, which we launched in
2013 with the slogan “Have insurance coverage that
returns all your premiums,” became very popular

in a very short time and significantly contributed to
our premium volume. Further, with this innovative
product, we won the Silver Stevie in the Financial
Services category in 2014.

AVIVASA CONFIRMED ITS INDUSTRY LEADERSHIP
WITH AN EXCEPTIONAL IPO

In 2014, AvivaSA became Turkey’s first private pension
and life insurance company to undertake an IPO since
the launch of the private pension system, once again
taking the helm as sector leader. Additionally, at TL
330.8 million, we completed the largest public offering
on the Borsa Istanbul in 2014.

This successful IPO process marked a major milestone
for our Company in terms of becoming more
transparent and also bringing to light the value we
have created to date. Some 70% of the shares offered
were sold to 41 foreign institutional investors from
three continents. As a result of the IPO, our Company'’s
free-float amounted to 19.67%, bringing the AvivaSA
total market capitalization to TL 1.68 billion. The

fact that the AvivaSA share offering was 2.8 times
oversubscribed, due to robust investor demand,
confirmed the high level of trust that local and foreign
investors have in our Company, and this pleased us
greatly.
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MESSAGE FROM THE

74

THE NUMBER OF NEW
AGENCIES

WE EXPANDED OUR AGENCY
NETWORK BY 29% WITH
THE ADDITION OF 74 NEW

AGENCIES

Investing in our employees, who
are the driving force and the very
guarantee of our success, garnered
AvivaSA major awards in 2014.

WE REAPED THE BENEFITS OF OUR HARD WORK
WITH STRONG RESULTS ACROSS ALL CHANNELS
As aresult of the successful operations carried out

in collaboration with our business partners Akbank,
Burgan Bank, Odeabank and Abank, AvivaSA further
reinforced its strong position in bancassurance, our
Company’s biggest distribution channel.

Hybrid Model project which was the slogan “We

grow through sharing” aims to acquire brand new
capabilities for Direct Sales managers. This project
focuses that the growth trend of AvivaSA Agencies
channel is continuously increased by sharing best
practices and the experiences of Direct Sales managers.

Thanks to the agency transfers we have accomplished
and the Young Entrepreneur Program, which we have
successfully run since 2009, we demonstrated superior
performance in the Agency channel as well. We
expanded our agency network by 29% with the addition
of 74 new agencies. To date, we have helped a total of
69 budding entrepreneurs establish their own agencies
under the Young Entrepreneur Program, which began
in 2009 with only five participants. In other words,
these young businesspersons who were trained at our
school constitute nearly one-third of AvivaSA’s entire
agency network.

THE SECRET OF OUR SUCCESS IS INVESTING IN
PEOPLE AND TECHNOLOGY

Investing in our employees, who are the driving force
and the very guarantee of our success, garnered our
Company major recognition and awards in 2014.
AvivaSA won first prize in the “Investment in People”
category at Sabanci Group’s Golden Collar Awards.

In addition, our efforts to encourage creativity

and teamwork for continuous improvement were
recognized and awarded by PERYON.



THE NUMBER OF YOUNG
ENTREPRENEUR

TO DATE, THE YOUNG
ENTREPRENEUR PROGRAM
HAS HELPED A TOTAL OF
69 BUSINESSPERSONS
ESTABLISH THEIR OWN
AGENCIES.

AvivaSA Annual Report 2014 25

The fast pace of change in technology, and its

rapid integration into our lives, have led to a huge
transformation in all aspects of the modern world,
from everyday life to ways of doing business. Knowing
that the dynamics of our sector are also being
constantly redefined, we strive to create integrated
systems in our work environment in order to respond
to customer needs in a flexible manner. To that end,
in 2014, we completed some of the most important
phases of our “Metamorfoz (Metamorphosis)” program,
including infrastructure installations, software
development and transfers from old systems. We aim
to finalize the testing phase and launch the program
in 2015.

2015 PLANS

In 2015, AvivaSA plans to focus on capturing more
market share in the PPS and life insurance segments by
expanding the business partner network. The Company
also will grow the business volume in the SME
segment, assume a more active role in transferring
savings from foundations, trusts and trade unions to
the system, and further improve business processes
and systems.

In other words, we will continue to work very hard
to deserve the trust and appreciation of all our
stakeholders.

I would like to extend my thanks to our employees,
who play a key role in AvivaSA’s sustainable
performance and with whom we will continue to
achieve ambitious goals, to our participants and policy
holders, who have chosen our Company, and to our
investors for their unwavering support.

Yours faithfully,

Meral EREDENK KURDAS
CEO
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SECTOR OVERVIEW

2014 GDP
INCREASE (%)

DURING THE FIRST NINE
MONTHS OF 2014, REAL GDP
INCREASED 2.8% COMPARED

TO THE SAME PERIOD LAST
YEAR.

The global outlook is expected to
remain slightly negative in 2015.

GLOBAL ECONOMIC OUTLOOK

While global economic activity generally remained
lackluster in 2014, growth rates varied across countries.
The world economy underperformed expectations,
creating an adverse economic environment, which

was further worsened by the significant decline in
commodity prices and concerns over geopolitical
conflicts in Ukraine and the Middle East.

The US economy has now largely recovered from

the financial crisis, which has ravaged the world’s
economies since 2008, having achieved solid growth
figures in 2014. In addition, America’s job and housing
markets also showed significant improvement,
leading the Fed to taper bond purchases, and finally
to end its monthly bond-buying program in October.
The economic situation in the Eurozone, however,
remained fragile, and the European Central Bank
implemented an expansionary monetary policy to
ward off the onset of deflation. Meanwhile, fiscal
consolidation in Japan significantly depressed
economic growth there in 2014. Moreover, the Fed’s
move to exit its expansionary monetary stance in line
with the US recovery led to fluctuations in financial
markets worldwide and had a negative impact on
emerging market economies.

The IMF revised its global growth forecast for 2014
downward to 3.4%, with 2.8% and 1.2% economic
growth projected for the US and the Eurozone,
respectively. For China, the 7.4% growth forecast is the
slowest annual pace of economic expansion since 1990.

The global outlook is expected to remain slightly
negative in 2015, with all market players agreeing that
the Fed’s normalization of its monetary policy will top
the agenda for the global economy.



THE CURRENT
ACCOUNT DEFICIT
DROPPED (%)

AS OF YEAR-END 2014,
THE CURRENT ACCOUNT
DEFICIT DROPPED TO US$
46 BILLION, DOWN 28%
COMPARED TO YEAR-END

2018.
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TURKISH ECONOMIC OUTLOOK

In 2014, Turkey’s economic expansion lost momentum
in parallel with the slowing global economy. Real
CDP increased 4.8% in first quarter 2014 compared

to the same period last year. However, agricultural
production dropped due to the drought in the second
quarter, manufacturing stalled, construction activity
slackened, and wholesale and retail trade significantly
slowed. As a result, GDP increased slightly, up 2.2%

in the second quarter, and rose only 1.7% in the third
quarter. The Turkish economy expanded 2.8% in the
first nine months of 2014, and growth for the full year
is estimated to have come in at 2.5-3%.

As a result of the restrictive measures imposed by the
BRSA (Banking Regulation and Supervision Agency)

on consumer lending and the tight monetary policy
implemented by the Central Bank of the Republic

of Turkey (CBRT), domestic demand weakened
significantly in 2014. Since the share of consumer
spending in the overall economy has declined, Turkey’s
GDP growth is now mostly driven by net exports. While
the proportion of exports to the EU to total exports
continued to rise in 2014, ongoing conflicts in the
Middle East and the near region resulted in a fall in
exports to these markets.

In 2014, Turkey’s current account deficit narrowed
significantly in parallel with weakening domestic
demand, the plunge in oil prices, and the recent
developments in the balance of trade. As of year-end
2014, the accumulated 12-month current account
deficit contracted 29% to US$ 46 billion, down from US$
65 billion at year-end 2013.

As of December 2014, the consumer price index (CPI)
increased 8.17% compared to the same period a year
earlier, and by 8.85% over the last 12 months. An
analysis of the main expenditure groups reveals that
the largest increase was recorded in food spending over
the past year due to adverse weather conditions. The
latest drop in global oil and energy prices is expected
to help ease the inflation rate in Turkey, which relies
heavily on imports to meet its energy demand.
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SECTOR OVERVIEW

CBRT POLICY
INTEREST RATE (%)

CBRT'S POLICY INTEREST
RATE STOOD AT 8.25% AS OF
YEAR-END 2014

Turkey’s PPS sector improved
significantly in 2014 in terms of
both public awareness and level of
participation.

After the Turkish lira tumbled to record lows in early
2014, the Central Bank of the Republic of Turkey
(CBT) made major changes to its monetary-fiscal
policy mix to allay concerns over price stability

and set the one-week repo auction rate as the main
funding instrument. In addition, CBRT increased
the benchmark interest rate from 4.5% to 10%,
shifting toward a monetary tightening stance. CBRT
maintained a cautious monetary policy during the
first five months of the year. As the risk perception of
Turkey improved, CBRT cut the policy interest rate by
175 basis points to 8.25%, during the May-July period.

Even though CBRT’s tight monetary policy and

new BRSA regulations squeezed loan volumes and
profitability, the banking sector remains the main
driver of the Turkish economy. Following CBRT’s policy
interest-rate increase in January, an upward trend
occurred in deposit and loan interest rates. As a result,
banks’ funding costs spiked during the first quarter of
the year. However, by the third quarter, loan activity
picked up in the banking sector after the CBRT reduced
interest rates, which led to a fall in loan interest rates
and a slight improvement in consumer confidence.

Due to difficulties in major export markets such

as Russia and the Middle East, domestic demand
primarily is expected to drive Turkey’s economic
growth in 2015. Additionally, low oil prices will likely
alleviate the pressure on the current account deficit
as well as costs, which in turn might help reduce
inflation.



37.8

PPS FUND VOLUME
(TL BILLION)

ACCORDING TO PMC DATA
RELEASED ON JANUARY
2,2015, PPS TOTAL FUND
SIZE CLIMBED TO TL 37.8

BILLION, INCLUDING STATE

CONTRIBUTIONS.
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OUTLOOK FOR PRIVATE PENSION SYSTEM AND
LIFE INSURANCE

The Turkish private pension system, which was
launched in the second half of 2003, has maintained
double-digit growth.Thanks to regulatory reforms
introduced in 2013, such as the 25% state contribution,
the PPS sector in Turkey improved significantly in
2014 in terms of both public awareness and level of
participation. As a result, the sector experienced a
strong tendency toward an increase in savings, which
also helped narrow the country’s current account gap.

According to Pension Monitoring Center (PMC) data,
the total PPS participants climbed to 5 million, while
total contracts rose to more than 5.8 million in 2014.
Funds invested in the PPS amounted to TL 35 billion,
and the state contribution to the system increased to
TL 3 billion. These figures indicate 23% and 24% growth
in the total number of participants and contracts,
respectively. Meanwhile, the PPS total fund size
expanded by a remarkable 44%.

Even though both fund size and the participant base
expanded significantly, the reduction in fund fees as
imposed by the new regulations has resulted in lower
profits per participant for private pension providers.
Also, further regulations might be introduced since the
number of individuals exiting the system remained
higher than expected.

The slowdown in consumer lending and higher interest
rates was the main reasons behind the sluggish
growth of the life insurance segment in 2014. Sector-
wide profitability was negatively affected because life
insurance policies, which are often bundled together
with consumer loans, are the main source of profits for
the sector.

1- Source: PMC'’s PPS Key Indicators reports dated January 3, 2014 and
January 2, 2015.

2- Source: Insurance Association of Turkey, Ranking by Premium Production,
December 2014.

INTRODUCTION

\




30  AvivaSA Annual Report 2014

DIRECTORS

Haluk DINCER
Chairman

Nitinbhai Babubhai
Maganbhai AMIN
Board Member

Christopher Brian WEI
Board Member

At1l SARYAL
Independent Board Member

David MCMILLAN Angus Gordon EATON
Deputy Chairman Board Member

Baris ORAN Neriman ULSEVER
Board Member Board Member

Hayri CULHACI Meral EREDENK KURDAS
Board Member Board Member - CEO

e

Anthony Feliks RECZEK
Independent Board Member



Haluk DINCER

Chairman

Dinger graduated with a BSc in
Mechanical Engineering and an MBA
from the University of Michigan. In
1995, he joined Temsa, a Sabanci Group
company, and in 2004 was appointed
President of the Retail Group. Since
March 2011, Dinger has been serving as
the President of Retail and Insurance
Group of Sabanci Holding.

David MCMILLAN

Deputy Chairman

David McMillan earned his bachelor’s
degree in business administration from
Heriot-Watt University in Edinburgh,
and a master’s degree from the University
of Chicago. Between 2003 and 2009,

he participated in the senior executive
program at London Business School.

Mr. McMillan began his professional
career in 1986 at Hewlett Packard, where
he gained experience in management
accounting. From 1993 to 2001, he worked
as Director and Management Consultant
at PricewaterhouseCoopers. Afterwards,
Mr. McMillan ventured into the primary
insurance branch at Aviva, where he

first served as Director in charge of
Strategic Development, Sales, Channel
Performance and Profitability, covering
the entire operations of the Company in
the UK, and later as Consumer Service
Director. In 2007, Mr. McMillan was
promoted to Senior Director in charge of
operations in the UK and India. Between
2010 and 2012, he served as CEO of the
Company for the UK and Ireland markets.
David McMillan was promoted to Group
Transformation Director of Aviva plc. in
2012 and then he became the CEO of Aviva
Europe. He is in charge of refocusing

the Group’s strategic business portfolio,
performance development, and creating
an ethical culture.
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Angus Gordon EATON

Board Member

Angus Eaton has served as Chief Risk
Officer at Aviva Insurance Limited since
March 2013. Previously, he worked as
Legislative and Operational Risk Director
at Aviva Group, starting from 2010.

In addition to his current role, Mr. Eaton
has also served as General Counsel for
Aviva since 2006. He has experience

in life insurance, primary insurance,
investment management and corporate
governance. Additionally, Mr. Eaton has
expertise in other areas such as customer
and product, mergers and acquisitions
and legislation.

Nitinbhai Babubhai Maganbhai AMIN
Board Member

After graduating from Watford College

of Technology, Nick Amin worked in

the IT departments at various insurance
companies as well as at Citibank. He was
later promoted to management positions.
In 2001, he served as Operations Manager
overseeing Asia-Pacific and Latin America
markets, and then as CEO at Cigna
International insurance company.

In 2006, Mr. Amin joined AIA Group
Limited Hong Kong as Transformation
Director. Subsequently, he held several
different positions in planning and
strategy within the same Group.

Nick Amin has served as Group
Transformation Director at Aviva Plc.
since 2013.

GENERAL INFORMATION
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DIRECTORS

Barigs ORAN

Board Member

Baris Oran graduated from Bogazici
University, Department of Business
Administration. He then earned

an MBA degree from the University

of Georgia. Mr. Oran began his
professional career in 1995 as Auditor at
PricewaterhouseCoopers. Between 1998
and 2003, he worked at Sara Lee Corp. in
Chicago, Illinois in auditing, finance,
and treasury/capital markets. From 2003
to 2006, Mr. Oran worked at Ernst &
Young in Minneapolis, Minnesota, USA
and then as Senior Manager in charge
of Europe, Middle East, Africa and India
regions at the same Company. In 2006,
he joined Kordsa Global, where he served
as Director of Internal Audit, Global
Finance Director, and CFO, respectively.
In 2011, Baris Oran was appointed Head
of Finance at H.0. Sabanci Holding, and
he currently serves as Board Member of
BriSA, EnerjiSA, TeknoSA, CarrefourSA,
YinSA and TemSA.

Neriman ULSEVER

Board Member

Neriman Ulsever graduated from Bogazici
University in 1975. After beginning her
professional career at THY A.O., she was
subsequently promoted to management
positions there; between 1986 and 1994,
she worked in senior management roles
in the banking, manufacturing and
retail industries. Ms. Ulsever ventured
into the field of human resources in
1994, and acquired expertise in HR and
management consulting. Starting from
1995, when Indesit Company entered
the Turkish market, she held several
different overseas positions within the

Group. Between 1999 and 2002, Ms.
Ulsever worked as HR Director for Eastern
Europe and International Markets in
Switzerland; and later as HR Director for
Western Europe in France from 2001 to
2004. Between 2004 and 2006, she was the
HR Director for Global Trade Organization
in Italy, and from 2006 to 2010, she served
as Global HR Director of Indesit Company
Group in Italy as well as Executive

Board Member. Neriman Ulsever has
been a Board Member of Indesit Turkey
since 1996; in 2011, she was appointed
Chairman of the Board of Directors. On
May 16, 2011, she joined Sabanci Holding,
where she serves as Group Head of HR,
and also as Chairman and Board Member
of several Group companies.

Christopher Brian WEI

Board Member

Christopher Brian Wei has technical
expertise in the fields of insurance
management, business development,
strategic planning, product development,
financial planning and market
segmentation. In February 2011, he was
appointed CEO and Managing Director of
Great Eastern Holdings Limited Company
in Singapore. Mr. Wei also serves as Vice
President of Lion Global Investors in
Singapore.

Previously, he worked at American
International Assurance Company
Limited in Hong Kong as Vice President
and Group Marketing Manager.

Christopher Brian Wei graduated from
the University of Toronto (Canada),
Faculty of Science, Department of
Actuarial Science in 1991.



Hayri CULHACI

Board Member

Hayri Culhaci serves as Vice Chairman

of the Board and Executive Director at
Akbank. Having joined Akbank in 1990

as an Executive Vice President, he served
as Executive Vice President in charge of
Corporate Communications and Strategy;
as Advisor to the Chairman; and as
Executive Board Member in charge of
Corporate Social Responsibility, Corporate
Communications and Investor Relations
throughout his tenure at Akbank.
Holding a degree in Political Science
from Ankara University, he earned an
MBA from Northeastern University,

USA. Hayri Culhac is also Member of the
Board of Trustees of Sabanci Foundation
and Sabanci University, Chairman of Ak
Securities and Ak Portfolio Management,
Board Member of Aksigorta, Teknosa and
Carrefoursa, Executive Board Member of
the Turkish-American Business Council
and Member of the Turkish Industrialists’
and Businessmen'’s Association (TUSIAD).

Meral EREDENK KURDAS

Board Member - CEO

Meral Eredenk Kurdas graduated from the
Department of Business Administration
of the Faculty of Administrative Sciences
at the Bogazici University. She later
completed the Executive MBA program
at the University of Wales, Manchester
Business School, and the Executive MIS
program at the Bogazici University.
Having begun her career at Interbank in
1985, Ms. Eredenk Kurdas then served
as Executive Vice President at Garanti
Investment Bank. In 1997, she joined
Yap1 ve Kredi Bank as the President of
Corporate Marketing Department. Then
in 2002, she transferred to the Sabanci
Group as CEO of AK Emeklilik. Ms.
Eredenk Kurdas has been the CEO of the
Company since AK Emeklilik and Aviva
Hayat ve Emeklilik were merged into
AvivaSA Emeklilik ve Hayat A.$. on 31
October 2007. Meral Eredenk Kurdas is
also a Member of TUSIAD and a Board
Member of the GYIAD and Classical
Automobile Club. Playing active roles in
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many trade associations, Ms. Eredenk
Kurdas is also a lecturer in Sales-
Marketing, Private Pension and Life
Insurance at the School of Banking and
Insurance at Marmara University.

Aul SARYAL

Independent Board Member

Born in 1938 in Ankara, Atil Saryal also
completed his elementary and secondary
education there. He then went on to
study engineering at the University of
Texas.

After returning to Turkey, Mr. Saryal
commenced working in the banking
industry. Subsequently, he joined
Sabanci Group, and served as the General
Manager of SaSA in Adana and MarSA.
For a period of eight years, he was the
Chairman of Adana Chamber of Industry.
Mr. Saryal also served as Board Member
at PhilSA, ExSA and PlasSA. He was

then appointed President of the Food
and Retail Group, and served as Board
Member at KraftSA, DanoneSA, DiaSA,
CarrefourSA, MarSA and SapekSA. Atil
Saryal is currently serving as Independent
Member on the Board of Kordsa Global,
and as Board Member and Consultant at
AkcanSA and OlmukSA.

Anthony Feliks RECZEK

Independent Board Member

Early in his career, Anthony Feliks Reczek
conducted audits and technical analyses
at various commercial companies,

and also held several positions in the
public sector. With a bachelor’s degree
in Economics and Accounting from the
University of Glasgow, he worked as
Auditor first at Coopers & Lybrand, and
then at PricewaterhouseCoopers between
1979 and 2013.

Having served as Independent Board
Member since 2013, Anthony Feliks
Reczek is currently an Independent
Member on the Boards of Aviva Life
Insurance and General Insurance,
Vanquis Bank Ltd. in the UK, and ING
Bank Slaski S.A. in Poland.
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MANAGEMENT

Left to Right (Sitting)

Nihat UNALACAK
Executive Vice President -
Information Technologies

Firat KURUCA
Executive Vice President - Finance

Meral EREDENK KURDAS
CEO

‘ ﬁ"
“US, WHEN

Ali Onder LULU
Executive Vice President -
Bancassurance and Corporate
Projects

Berkant DiSCIGIiL
Executive Vice President -
Operations



A WARMER POSE IS ASKED” ;)

Right to Left (Standing)

Emre GUNERMAN
Executive Vice President -
Marketing and Development

Selim AVSAR
Executive Vice President -
Direct Sales and Agencies
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Murat BAYBURTLUOGLU
Executive Vice President -
Human Resources
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Meral EREDENK KURDAS
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Ali Onder LULU
Executive Vice President-
Bancassurance and Corporate
Projects

Murat BAYBURTLUOGLU
Executive Vice President-
Human Resources

Firat KURUCA
Executive Vice President - Finance

Berkant DiSCIGIL
Executive Vice President-
Operations

Nihat UNALACAK
Executive Vice President-
Information Technologies

Selim AVSAR
Executive Vice President -
Direct Sales and Agencies
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Emre GUNERMAN
Executive Vice President-
Marketing and Development



Meral EREDENK KURDAS

Member of Board of Directors- CEO

Ms. Eredenk Kurdas’s curriculum vitae
can be found on page 33.

Firat KURUCA

Executive Vice President - Finance

Firat Kuruca graduated from the
Department of Business Administration
of the Faculty of Administrative Sciences
at the Bogazici University. Having started
his professional life at Unilever-Turkey

in 1989, Kuruca has served in various
positions. Mr. Kuruca respectively
worked at Unilever- Turkey (Management
Accountant), Unilever Europe-Belgium
(Commercial Officer), Unilever-Turkey
(Purchasing Manager), Unilever-Germany
(Audit Director), and Unilever Europe-
Belgium (CEE Finance Director). In 2004,
he resigned from Unilever and returned
to Turkey, and served as Financing and
Administrative Affairs Director in Kog
Holding Setur Divan Enterprises. In

2005, he joined AvivaSA as Executive Vice
President in charge of Finance. Kuruca
has 25 years of professional experience.

Selim AVSAR

Executive Vice President - Direct Sales and
Agencies

Selim Avsar graduated from Department
of Econometrics at the Istanbul University
and received his Master’s degree in the
same department. He started his business
career at Commercial Union in 1996 as a
Financial Advisor and served in various
positions in sales management within
the same Company. He became Executive
Vice President responsible for sales in
2003. Avsar has 19 years of professional
experience.
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Ali Onder LULU

Executive Vice President - Bancassurance and
Corporate Projects

After receiving his Bachelor’s degree in
international relations from the Istanbul
University, Ali Onder Liilii received his
Master’s degree in Strategic Marketing
and Brand Management. Before joining
AvivaSA, Mr. Lilu worked for Brisa

and AK Emeklilik, and has 17 years of
professional experience. He has served as
Manager in after- sales services, product
management, and marketing in the
sector.

Berkant DiSCIGIL

Executive Vice President - Operations

Berkant Discigil graduated from the
Ankara High School of Science, and
then the Department of Management
Engineering at Istanbul Technical
University. He completed an Executive
MBA at Sabanci University and

began his career at Strateji- Mori as

a Research Specialist. Discigil joined
the insurance sector Axa Oyak Hayat
Sigorta, where he assumed positions

in the Operations, Training, Actuary
and Technical departments. He later
joined AK Emeklilik, as Underwriting
Manager. He also have served as the
Manager of the Underwriting Operations
department, and then as the Manager
of the Customer Retention department
at AvivaSA. Currently, Discigil serves

as the Chairman of the Life Insurance
Investigation and Research Committee in
Insurance Association of Turkey and has
17 years’ work experiences.

GENERAL INFORMATION



38  AvivaSA Annual Report 2014

MANAGEMENT

Emre GUNERMAN

Executive Vice President - Marketing ¢
Development

Emre Glinerman graduated from the
Department of Industrial Engineering
at the Bilkent University in 1993. He
began his career as a Systems Analyst at
Procter & Gamble, and received his MBA
at The Wharton School in Pennsylvania,
USA. He then took office as the Total
Quality and Corporate Strategy Manager
at Tenneco in the USA between 1996 and
2000, before returning to Turkey, where
he served at Turkcell in various areas. In
2004, he joined Borusan Telekom, where
he worked as the Marketing Director for
two years. Mr. Glinerman worked as the
Director of Segment Management at the
Marketing Department of Avea between
2006 and 2010. As of October 6, 2010, he
was appointed Executive Vice President
responsible for Marketing at AvivaSA
Emeklilik ve Hayat. Giinerman has 18
years of professional experience.

Murat BAYBURTLUOGLU

Executive Vice President - Human Resources

A graduate of Saint Joseph French High
School, Bayburtluoglu graduated in

1985 from the Middle East Technical
University, Faculty of Administrative and
Economic Sciences, the Department of
Business Administration. He started his
career in 1985 at Interbank, and went on
to work at Garanti Bank as Representative
and later Deputy Director in the Bank’s
domestic and overseas operations.

He later took office at Finansbank
Netherlands as Executive Vice President
in charge of IT, Operations, Human
Resources and Project Management. After
a 14-year overseas experience, he became
Executive Vice President in charge of
Human Resources at Finansbank. Mr.
Bayburtluoglu then went on to establish
his own consultancy firm before joining
AvivaSA Emeklilik ve Hayat in 2012.
Bayburtluoglu has 29 years of professional
experience.

Nihat UNALACAK

Executive Vice President - Information
Technologies

A graduate of Kayseri TED College and
Bosphorus University, Department

of Computer Engineering, Nihat
Unalacak received his MBA from
[stanbul University, Faculty of Business
Administration. In 1988 he started

his business career at Ko¢ Holding as

a Planning Specialist, and went on

to work as IT, logistics and Project
Management Director at Ciba Geigy
and Inchcape Retrans. In 1998 he joined
Aviva Hayat ve Emeklilik, then known
as Commercial Union, and served as
Executive Vice President until 2007,
when he was appointed Aviva Europe’s
IT Director, holding the position for five
years. Unalacak was appointed AvivaSA’s
Executive Vice President - Information
Technologies in 2012. Unalacak has 26
years of professional experience.
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CAPITAL STRUCTURE  Ihanks to AvivaSA’s strong capital
.............................................. structure, all Company stakeholders

OF AVIVASA

Continuing to operate under the joint umbrella of Aviva, the biggest insurance
company of the UK, and Sabanci, Turkey’s leading group, AvivaSA is a company
making all its stakeholders proud of being part of it, for its strong financial structure.

Asof December31, s S hare A;ount (TL) Share Rate (/)
HO.SabanciHoldingAs. 14,770,636.50 8
AvivaFuropesE 14,770,636.50 a8
oher 01,473.25 0.8
FreeHoat 6.136.450.75 a5

Total 35,779,197.00 100.00

GENERAL INFORMATION
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MANAGEMENT

Special group
plans for fund
differentiation

“PPS
Unemployment
Insurance”
product has
been launched

In order to increase corporate
participation in the PPS, AvivaSA
continued to design special group
retirement plans customized for
companies and foundation trusts.

Adopting a customer-oriented approach, AvivaSA has
consistently offered participants, policy holders and
customers’ new products in private pension and life insurance
to help them plan for today and the future. The Company has
positioned its products in multiple distribution channels,
while continuing to enhance fund differentiation, and
developing special group retirement plans.

In order to increase corporate participation in the PPS, AvivaSA
continued to design special group retirement plans customized
for companies and foundation trusts as well as transferable
special group retirement income plans.

AvivaSA launched a special group retirement plan and group
retirement income plans tailored for CBRT Members Social
Security and Retirement Trust Foundation.

With its special plans and customized service package that aim
to meet the needs of CBRT members, AvivaSA serves numerous
members of the foundation across Turkey and maintains a
competitive advantage in this specific area.

The Company introduced a number of innovative life insurance
products to further solidify its competitive market position,
and retooled existing life insurance offerings in order to
diversify the product portfolio.

To that end, AvivaSA developed and launched two insurance
products for SME customers in collaboration with Akbank.
“Tradesman Personal Accident Insurance” is designed to
provide a secure future for the families and loved ones of SME
owners in case of their accidental death, or to provide coverage
for the owners in the event of accident related disability.

“PPS Unemployment Insurance” is designed to secure private
pension contributions in case of unemployment, a major risk
that can threaten retirement savings.

The Return-of-Premium Life Insurance product, which
launched in 2013 with the slogan “Have insurance that returns
all your premiums,” won the Silver Award in the category of
Best New Financial Product or Service of the Year at the 2014
Stevie Awards, and became a source of great pride for the
Company.

With a view to enhance fund differentiation, AvivaSA
continues to design special new fund types tailored to
different risk groups. In addition, the Company continued to
market personal accident insurance products via Akbank ATMs
and the Internet Branch to expand the distribution channels
and reach out to more customers.



THIS IS US AFTER EXTENDING OUR PARTNERSHIP
WITH AKBANK TO 15 YEARS (A REPRESENTATION)

We renewed our partnership with our strategic business partner
Akbank. We further expanded our Hybrid Model, a shared project
between Akbank branch personnel and AvivaSA employees; thus,
together we have become even stronger.
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CHANNEL

10.5

MARKET SHARE IN
BANCASSURANCE

(%)

BOASTING A10.5% MARKET
SHARE, AVIVASA IS THE
BANCASSURANCE LEADER.

Thanks to the successful operations
carried out in collaboration with
business partners Akbank, Burgan
Bank, Odeabank and Abank, AvivaSA
further reinforced its strong position
in the bancassurance channel in 2014.

BANCASSURANCE

In 2014, sector-wide contract production dropped 2%, while
the bancassurance channel contract production expanded
18%. Boasting a 10.5% market share, AvivaSA is the leader
in bancassurance. In terms of lump-sum payments, the
Company achieved 128% growth with premium production
amounting to TL 167 million, of which TL 75 million was
generated in the last quarter.

Due to the contraction in consumer lending caused by
recent regulatory changes, life and personal accident
premium production in the overall sector fell 4% in 2014,
whereas premium production through the bancassurance
channel grew 12% over the previous year. (Source: YID/
HAYMER-Life Insurance Information Center, November
2014.) While total life premium production grew 10%,
independent premium production by branches increased
104%.

In 2015, AvivaSA plans to pursue aggressive growth
objectives, particularly in the SME segment. The Company
will also continue to focus on independent products

while bolstering growth with newly positioned products,
efficient use of alternative distribution channels and new
promotional campaigns.

As a result of the successful operations carried out in
collaboration with business partners Akbank, Burgan Bank,
Odeabank and Abank, AvivaSA further reinforced its strong
position in bancassurance in 2014. In 2015, the Company
will work to add new business partners to its roster.

CORPORATE PROJECTS

Strong position in corporate projects

In 2014, AvivaSA’s Corporate Projects team expanded the
customer base by adopting a turn-key approach to projects,
and took important steps to manage the corporate customer
portfolio more effectively and achieve higher penetration in
this segment. All in all having a very productive year, the
Corporate Projects team maintained a leading position® in
the employer-sponsored group pension market.



Corporate
Projects Team of
30 Specialists
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Boutique services through an innovative approach
While working with companies” human resources
departments, the Corporate Projects team focuses on
minimizing their workload, maximizing productivity,
and inspiring trust through uninterrupted service
provision. AvivaSA offers corporate customers a
boutique service designed to meet their needs, thanks
to an advanced technology infrastructure, after-

sales services tailored for enterprises, and innovative
operational processes.

An active, experienced team constantly in the field
Focusing on customer satisfaction, the Corporate
Projects team aims to differentiate itself in corporate
customer management in parallel with AvivaSA’s
growth. Accordingly, the team strives to deliver
Corporate Portfolio Management services to enterprises
clients in a fast and effective manner.

The Corporate Projects team provides special consulting
and other services to over 1,000 enterprises and 90,000
corporate employees with a team of 30 specialists at the
Head Office in Istanbul and regional offices in Ankara,
Adana and Izmir. Thanks to its expert staff and deep
knowhow, the Corporate Projects team has become an
active force that leads and shapes the sector, and takes
partin all tasks to foster development of the market.

Proactive efforts customized for associations,
foundations and trade unions

The Corporate Projects team aims to increase market
share and expand the customer base in three separate
segments. The team had a very productive year in
terms of transferring the funds of foundations,
trusts, and similar institutions to the Private Pension
System. The Corporate Projects team continued efforts
to develop tailored products, services and advanced
technology systems to meet the needs of companies,
and has become a true solution partner for many
corporate customers in its portfolio.

In addition to shifting foundations and trusts over
to the Private Pension System, the Corporate Projects
team also works with trade unions; in doing so,

it plays an active role in transferring the funds of
companies represented by trade unions to the Private
Pension System.

() According to data issued by the Pension Monitoring Center on January 2,
2015, AvivaSA generated TL 303,552,826 in employer-sponsored group pension
contributions for investment, and is the leader of the sector with a 25.8%
market share.

ACTIVITIES
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CHANNEL

Special
consulting
services to over
1,000
companies

Projects
aimed at short-
and medium-
term profitable
growth

Thanks to an advanced technology
infrastructure, after-sales services,
and an innovative approach,
AvivaSA offers corporate customers
a boutique service that is specially
designed to meet their needs.

BUSINESS EXPANSION IN THE SME SEGMENT

The Commercial Branches Unit operating under the
Corporate Projects Department actively facilitated the
selling of employer-sponsored group retirement plans to
SMEs, and helped achieve significant growth.

The team launched various initiatives aimed at short-
and medium-term profitable growth among medium-
size companies, especially the commercial clients

of Akbank, which is AvivaSA’s biggest distribution
channel.

AVIVASA’S EFFECTIVE CHANNEL STRATEGIES

The Broker channel helped significantly in expanding
the Corporate Projects business volume, especially across
multinational and large-size companies. The share

of premium production through the Broker channel

is expected to increase in 2015. Therefore, the Broker
channel was positioned as a separate channel under
Corporate Projects.

The Company provided solutions to current customers
through a consistent fund performance management
system and continuous information flow. After-sales
services provided assistance to customers, and helped
them enjoy the ongoing support of AvivaSA.

AvivaSA continues to enhance its information
technology systems in order to provide the HR managers
of existing corporate customers with enterprise solutions
and services in the most effective and convenient
manner possible.

2015 GOALS

After extensive and meticulous efforts, AvivaSA
established new types of pension funds tailored for its
customers’ investment strategies. In 2015, the Company
will continue to focus on developing new, innovative
pension funds.



ME AFTER OBTAINING THE AGENCY INCENTIVE

(A REPRESENTATION)

We urge our successful financial advisors in Direct Sales to establish
their own agencies after reaching a certain level of success; and we
support them to help make this a reality. By encouraging success, we
multiply happiness.

ACTIVITIES
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CHANNEL

Turkey’s
largest and
most established
direct sales
team

15

PPS CONTRIBUTIONS

VOLUME GROWTH
(%)

PPS CONTRIBUTIONS
THROUGH THE DIRECT
SALES CHANNEL INCREASED
15% IN 2014.

In 2014, AvivaSA focused on
increasing customer satisfaction,
and implemented growth strategies
across all channels to create added
value for both clients and the
Company.

AvivaSA’s primary target in the coming year is to expand
efforts to increase the satisfaction of existing customers.
The Company aims to create a competitive advantage and
achieve profitable and sustainable growth by managing
the fund transfers for large-size, multinational
enterprises as well as associations, foundations and
trusts.

DIRECT SALES AND AGENCIES CHANNEL

A year full of successes...

One of AvivaSA’s most important distribution channels,
the Direct Sales channel, boasts the largest and most
established direct sales team in the Turkish private
pension and life insurance sector. As it has donein a
consistent fashion for many years, Direct Sales expanded
its PPS contribution volume in 2014 as well, by 15% over
the prior year, amounting to more than TL 488 million.
Meanwhile, TL 144 million was generated through new
business, and the Company’s total fund volume market
share reached 29.8%.

In 2014, the Direct Sales channel made a huge leap in
life insurance production and achieved 153% growth,
exceeding its target by more than 73%.

Similar to the steady growth seen in previous years,
Direct Sales demonstrated a superior performance in 2014
as well, and increased case productivity by 5.4%.

Another significant trait of the Direct Sales channel is its
ability to offer customers the most appropriate product
options combined with the most suitable budget, based
on efficient needs analysis and financial planning.

As aresult, approximately 20% of Direct Sales channel
customers are VIP clients who invest the high
contribution amount. In 2014, as in prior years, the
Direct Sales channel outperformed the sector nearly two-
fold in terms of contribution production per person.



153

LIFE INSURANCE
PREMIUM
PRODUCTION
GROWTH (%)

THE DIRECT SALES CHANNEL
ACHIEVED 153% GROWTH IN
LIFE INSURANCE PREMIUM
PRODUCTION COMPARED TO
THE PREVIOUS YEAR

34.4

DIRECT SALES AND
AGENCIES CHANNELS’
SHARE IN THE
COMPANY’S TOTAL

FUND VOLUME
(%)

THE FUND VOLUME OF
THE DIRECT SALES AND
AGENCIES CHANNELS GREW
42% OVER THE PRIOR,
AND THEIR SHARE IN THE
COMPANY’S TOTAL FUND
VOLUME ROSE TO 34.4%.
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In order to continue supporting current and new
managers and financial advisors, the Company
provided a series of training program improving their
competencies, communication skills and selling
capabilities throughout the year. Under this initiative,
named the Hybrid Model, the Direct Sales and Agencies
channels were incorporated into one department, and
all managers underwent training.

With the Hybrid Model, AvivaSA aims to continue
expanding while sustaining high quality service by
creating synergy between these two channels. The
slogan “We grow through sharing,” was used at the
project launch meeting, expresses this purpose very
clearly.

In 2014, AvivaSA focused on improving customer
satisfaction, and implemented growth strategies across
all channels to create added value for both customers
and the Company.

Direct Sales draws strength from the fact that it
functions as a young and dynamic team that sets its
own course. The channel has a well-experienced and
highly skilled team of managers and financial advisers
trained in-house, who provide top quality services to
customers and who continuously raise the production
volume thanks to references from highly satisfied
clients.

In 2015, the Direct Sales channel plans to ensure the
continuity of the client portfolio by maximizing
customer satisfaction, to acquire new customers, and
to achieve further growth in production figures by
boosting sales and productivity per employee.

2014: A record-filled year for the Agencies channel
Constantly working to expand its geographic area

of operation and production volume, the Agencies
channel currently operates in 25 cities. After the
restructuring of its management team in 2014, the
channel became even stronger and maintained steady
growth, as in previous years. The Agencies channel
expanded its PPS contribution volume to more than
TL 157 million, up 91% over the previous year. In
addition, this channel generated TL 97 million through
new business in 2014, posting 86% growth over 2013.
The fund volume of the Agencies channel grew 872
compared to last year, and accounted for 4.6% of the
Company’s total fund volume.

ACTIVITIES



50  AvivaSA Annual Report 2014

CHANNEL

With the
Hybrid Model,
“We Grow
Through
Sharing.”

91

PPS CONTRIBUTIONS
VOLUME GROWTH (%)

THE AGENCIES CHANNEL
EXPANDED ITS PPS
CONTRIBUTION VOLUME BY
91% OVER THE PREVIOUS
YEAR

After the restructuring of its
management ranks in 2014, the
Agencies channel became even
stronger and maintained steady
growth, as in prior years.

In 2014, similar to the growth achieved in PPS
production, the Agencies channel outperformed
expectations in life insurance production as well,
growing 209% over the previous year, and exceeding its
annual target by more than 196%.

The “4Colors Development Program” and the “Young
Entrepreneur Program,” designed to support the
development and productivity of the channel,
continued to be implemented throughout 2014. The
4Colors Development Program aims to help agencies
advance professionally and operationally and to
provide incentive packages that boost their income.
Meanwhile, under the Young Entrepreneur Program,
AvivaSA provides support to Direct Sales employees
who demonstrate entrepreneurial spirit in setting up
their own agencies.

In 2014, the Company’s agency network expanded

29% with the addition of 74 new agencies, as the total
number of agencies climbed to 180. To date, AvivaSA
has helped a total of 69 experienced and successful
Direct Sales employees establish their own agencies
under the Young Entrepreneur Program, a first-of-its-
kind initiative, which was launched in 2009 with only
five participants. The Company is keen to increase this
number further in the years to come.

In accordance with its strategic roadmap, AvivaSA aims
to further grow the Agencies channel by leveraging the
knowhow and experience that Direct Sales managers
have accumulated over the last 19 years. The Company
plans to achieve this goal via the Hybrid Model, which
is of great importance to both the Direct Sales and
Agencies channels.

In 2015, the Agencies channel plans to expand its
geographic footprint and customer base, maximize
customer satisfaction, and achieve further growth in
the production volume.



PREMIUM PRODUCTION
THROUGH TELESALES
(TL MILLION)

AVIVASA GENERATED MORE
THAN TL 6 MILLION IN
PREMIUMS THROUGH THE
TELESALES CHANNEL
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CHANNEL DEVELOPMENT

Success story in alternative channels

Regularly presenting new offers and opportunities to
customers by promoting its products in the Telesales
channel, AvivaSA generated more than TL 6 million in
premiums in this channel during the year.

In 2014, AvivaSA offered customers life insurance
products that best meet their needs through Telesales.
In 2015, the Company plans to continue offering
customers’ life insurance products, which they will
need through all stages of their lives, via the Telesales
channel.

Digital and social media

AvivaSA develops new products and applications to
transform digital media, including social media, into
a channel that will complement its multichannel
distribution strategy. In 2014, the Company raised
public awareness of its products and services through
various digital media campaigns and applications, and
matched potential clients seeking products with the
right sales channels.

Gaining new customers via social media
Maintaining a close watch on changing customer
needs and behavior as well as technology, AvivaSA uses
social media, which grows in importance and extent
on a daily basis, to inform customers, strengthen
relationships, and offer its products. The Company
reaches out to potential clients through social media
campaigns, directing them to the right products,
which are also sold online, or to other appropriate sales
channels, in line with their needs and expectations.
AvivaSA customers can also access after-sales services
via social media.

Creating synergy with Sabanci Group companies

In 2014, AvivaSA carried out joint projects with other
companies within Sabanci Croup, including Enerjisa,
Teknosa, Carrefoursa, Brisa, Aksigorta, to promote
and cross-sell their products and services. In addition,
customers were presented with various advantages
and discounts on products or services purchased from
Sabanci Group companies. In 2015, AvivaSA plans to
continue these collaborations, which create added
value and mutual benefits for both customers and the
partner companies.

ACTIVITIES
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RELATIONS

In 2014,
AvivaSA
continued to
develop its
loyalty
program.

Offering
exclusive
benefits in
various areas

AvivaSA is committed to a customer-
oriented strategy, and shapes all
company business processes in line
with this vision.

CUSTOMER MANAGEMENT

Effective customer communications through
customer-oriented strategies

AvivaSA is committed to implementing a customer-
oriented strategy, and shapes all Company business
processes in line with this vision. The Company offers
customers products and services that best meet their
needs, by means of effective customer communications
via a multichannel distribution structure. In 2014,
AvivaSA continued to develop its loyalty program,
which not only protects the future of the customer
base, but also adds richness to the lives of customers
today.

Save the Future Club: A loyalty program that
enriches the present and enhances the future
Launched by AvivaSA in 2010 under the Customer
Loyalty Program, and with a view toward boosting
customer satisfaction and ensuring loyalty, the “Save
the Future Club” continued to enrich the lives of
customers in 2014 with the addition of new member
companies.

The Save the Future Club adds richness to customers’
lives by offering various exclusive benefits in areas
such as insurance, healthcare, vacations and hobbies.
In 2014, energy-related advantages were also included
in the Club’s offerings. As part of Sabanci Group’s
Synergy Projects, AvivaSA initiated collaboration

with Enerjisa in a breakthrough initiative in the
insurance and private pension sector. The purpose of
this collaboration is to make clients feel the benefits
of being a customer of Sabanci Group, and to associate
the brand with savings in the eyes of customers. With
this project, which was developed in 2014 for launch in
2015, AvivaSA aims to elevate the image of the Club and
further increase customer awareness and popularity of
the program.



“Customer
Satisfaction
and Expectation
sSurvey”
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Keeping a finger on the pulse of customers

The “Customer Satisfaction and Expectation Survey,”
conducted annually to identify factors that affect client
satisfaction, to measure satisfaction levels among
customers, and to gauge their expectations, was
repeated in 2014. In 2013, AvivaSA achieved a higher
level of customer satisfaction when compared to the
results in 2012; in 2014, the Company managed to
maintain this level. Also this year, in-depth interviews
were conducted with customers who are nearing
retirement.

A “Customer Contact Point” survey was also conducted
to measure in detail the service quality at after-sales
contact points (e.g. Call Center, Internet Branch, and
Complaint Management).

In 2013, AvivaSA conducted the “Retirement Survey,”
which Aviva has administered on a regular basis in the
UK for some years, in Turkey for the first time. This
survey aims to reveal the saving and spending attitudes
of those who are nearing retirement. The survey results
were disclosed to the public in 2014.

Continuous and integrated customer
communications

In 2014, AvivaSA regularly informed customers,

in a systematic and integrated manner, about the
Company’s products, services, fund returns, side
benefits, loyalty program, and ways to make best
use of the PPS. To that end, the Company contacted
customers five times each month on average through
direct communication means such as e-mail, SMS
and postal mail. In addition to operations-related
communications, AvivaSA sent customers 20.5
million e-mails in total on 46 topics and 5.5 million
text messages on 21 topics for marketing purposes
during the year. Additionally, the Company initiated
an e-Campaign Management Project in 2014 for
launch in 2015. This project aims to run marketing
communication activities, such as sending e-mails and
text messages, through a new system. AvivaSA plans
to further improve e-campaign management and use
e-marketing tools more effectively in order to reach out
to customers in a more efficient and faster manner.

ACTIVITIES
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RELATIONS

TOTAL NUMBER OF
CUSTOMER VISITS

AS PART OF THE CUSTOMER
DAY PROJECT, A TOTAL OF
280 CUSTOMER VISITS WERE
CONDUCTED IN ONE DAY.

AvivaSA contributed to the
afforestation of 18 hectares of land,
equal to about 25 football fields, in
Izmir and Balikesir.

Investment Compass

In 2014, AvivaSA continued to offer customers
Investment Compass Services, which were rolled out
in 2013. Through this service offering, the Company
aims to provide detailed information to customers and
sales teams about funds, fund returns and the sector
in general, thus presenting clients the opportunity

to keep a closer watch on market developments and
alternative investment instruments.

We get to know our customers better with the “Voice
of the Customer Day” and “Customer Days”

Striving to maintain a high level of client satisfaction,
AvivaSA launched two new projects in 2014, “Voice

of the Customer Day” and “Customer Days,” in order
to get to know customers better and more deeply
understand their needs and expectations. At “Voice

of the Customer” meetings, AvivaSA posed questions
to clients about products and after-sales services, and
asked for their feedback and suggestions. Seven of the
Company’s assistant general managers participated
in these meetings. After the meetings, the Company
determined the necessary action steps in accordance
with customer feedback and suggestions in order to
increase client satisfaction.

As part of the “Customer Days” project, managers
working at the Company’s Head Office visited clients
on a quarterly basis. The second Wednesday in May
was announced as Customer Day, and on this specific
day, all Head Office personnel paid visits to customers.
A total of 280 customer visits were conducted in 2014.
On these visits, clients stated that they felt valued

and important, and also that this was a delightful and
unique way to seek their feedback and suggestions.



1.7

TOTAL NUMBER OF
CUSTOMER CONTACTS
(MILLION)

AVIVASA CUSTOMER
SATISFACTION CENTER
ESTABLISHED CONTACT
WITH NEARLY 1.7 MILLION

CUSTOMERS
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Most effective customer relationship management in
the sector

AvivaSA plans to make additional investments to
improve customer experience, increase loyalty, and
manage client relationships more effectively. The
Company focuses on increasing customer value by
improving service provision, and plans to invest in
robust CRM systems and channel integration to further
solidify its leading position in the pension sector.

Customer Satisfaction Center

In 2014, the Customer Satisfaction Center established
customer contact via nearly 1.7 million telephone calls
(976,000 incoming and 790,000 outgoing). The Center
responded to about 68,000 e-mails and 1,000 written
and signed requests from customers, and resolved a
total of 6,470 customer complaints.

In November 2014, the Customer Satisfaction Center
successfully passed the second-party certification
audit under the ISO 10002 Complaint Management
System, which confirmed that customer complaints
are properly handled in accordance with international
standards, and that the complaint handling process is
carried out effectively and efficiently.

In order to serve customers faster, the AvivaSA Call
Center underwent a series of improvements in 2014.
As aresult, the response rate through all service
channels, and mainly the 444 11 11 Call Center, rose to
98% with a 30-second wait time on average to reach a
customer representative.”

In 2014, a total of 80,000 customer contacts were made,
including outbound calls for collection purposes.
Collection efforts were successfully and consistently
carried out through installment transactions.

On November 22, 2014, the Call Center’s hours of
operation changed to 09:00-24:00 on weekdays, and
09:00-19:00 on weekends. The Call Center operates on
national and religious holidays.

*Yearly figures derived from monthly mean data.

ACTIVITIES
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“Consumer
Attitudes to
Savings”
survey was
conducted.

In 2014, AvivaSA ran an advertising
campaign to announce the
Company’s initial public offering,
which was the highlight of the year.

In 2014, the Company carried out various marketing
communication activities to closely associate the
AvivaSA brand with the concept of “savings,” and to
increase brand awareness. The types of marketing
activities conducted during the year are outlined
below.

Advertising

In 2014, AvivaSA ran an advertising campaign to
announce the Company’s initial public offering, which
was the highlight of the year. The campaign launched
before November 13, 2014, the date that trading began
on Borsa Istanbul. The ad campaign mainly conveyed
the message that AvivaSA presents a huge potential for
Turkey’s growing and developing private pension and
life insurance sector. Inspired by AvivaSA’s jingle, the
advertising campaign was comprised of a series of TV
and radio commercials as well as newspaper ads.

In order to achieve continuity in marketing
communications, AvivaSA produced new radio spots
for Return-of-Premium Life Insurance as well as
other private pension and life insurance products.
The commercials aired on various radio stations
throughout the year.

Public relations

Media relations, a core function of public relations,
constitute an important part of AvivaSA’s corporate
communications efforts. Therefore, the Company
carried out an intensive communication program
geared toward the media, and consisting primarily
of press meetings. The results of the Real Retirement
survey, conducted in tandem with Aviva, were
disclosed to the public on May 26, 2014.

The results of the “Consumer Attitudes to Savings”
survey, conducted by AvivaSA on a regular basis, were
released on December 24, 2014 at a press conference.
AvivaSA’s IPO press conference was held on November
3, 2014 at the Sabanci Center. AvivaSA shares started
trading following the opening gong ceremony held at
Borsa Istanbul on November 13, 2014.

Additionally, specified spokespersons received
media training from the Sabanci Holding Corporate



The AvivaSA
webhsite won
the Golden
Spider award in
the insurance
category.

In 2014, three
new “Life”
testimonial films
were produced.
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Communications team within the framework
of increasing the number of the Company’s
spokespersons.

As aresult of these extensive public relations efforts,
AvivaSA received the highest print media coverage
in all categories, and achieved a media reach of 200
million with its various communication activities.

Event management

The Sales Vision Meeting, one of the most important
internal communication activities at AvivaSA,

was held February 14-17, 2014, in Antalya with the
participation of all distribution channels (Direct Sales,
Bancassurance, Telesales, Corporate Projects and
Agencies). 1,250 persons attended the meeting, and the
attendee satisfaction level reached over 9o%.

Digital marketing

After revamping the corporate website, AvivaSA
focused on improving its online presence. To that
end, the Company conducted a social media survey
entitled “Rewarding Questions from AvivaSA” in order
to understand social media usage habits of AvivaSA
brand/account followers and how they describe the
brand. The project helped increase the number of
AvivaSA followers on social media by 50%, and enabled
the Company to reach out to a wider audience.

Additionally, AvivaSA developed the “Savings
Calculator” mobile application, which enables
customers, whether AvivaSA client or not, to calculate
the amount of savings they should make for their
retirement. The Savings Calculator app, a first-of-
its-kind in Turkey, initially was launched on the App
Store and AvivaSA’s website for use on iOS devices. The
Android version is currently under development.

In 2014, the Company also rolled out “info TV,” a closed-
circuit television system, in order to communicate
with all sales channels directly and to deliver specific
messages.

Awards and Achievements

In 2014, three new “Life Is Our Reference” testimonial
films were produced. In these videos, which attracted
much attention, AvivaSA customers talk about their
relationship with the Company and its products, and
simply say, “After everything I've been through, I know
there is nothing more important than my health.”

The AvivaSA website, www.avivasa.com.tr, which
the Company revamped at the beginning of the year
in accordance with changing needs and advances

in technology, won the Golden Spider award in the
insurance category for its unique design and user-
friendly features.

ACTIVITIES
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EMPLOYEES WITH A
UNIVERSITY
DEGREE (%)

83% OF AVIVASA
EMPLOYEES ARE UNIVERSITY
GRADUATES.

30.7

AVERAGE AGE OF
EMPLOYEES

AVERAGE JOB TENURE OF
AVIVASA EMPLOYEES IS 3.7
YEARS AND THE EMPLOYEE
AVERAGE AGE IS 30.7 YEARS.

AvivaSA hired a total of 935 new
employees by applying different
assessment methods at each step of
the recruitment process.

The Human Resources Department’s 2014 activities can
be outlined in the following categories.

Employee Profile

As of December 2014, AvivaSA employed 1,617 staff,
65% of whom are female and 35% male. Some 93% of
employees are university and higher graduates. The
average job tenure at the Company is 3.7 years and
average age of employees is 30.7 years.

Recruitment

The Company hired a total of 935 new employees by
applying different assessment methods at each step of
the recruitment process.

Living Talent and Career Management

The third phase of the AvivaSA Talent Development
Program launched in 2014. Employees were first assessed
by an independent firm, and then included in a long-
term development program to help support them in
their present positions, and also to prepare them for
future management roles in line with their individual
career plans. In 2014, 24 employees participated in the
program.

Under the First Step to Management Program in 2014, 34
candidates were selected for management roles from the
sales channels and included in the “Assessment Center”
process. As of 2014, 24 employees from sales channels
were in the management candidate pool.

In 2014, a total of 443 employees were promoted. Eight
employees from Direct Sales, and 19 personnel from
Bancassurance, all of whom were previously selected
as candidates, received promotions to management
positions.

TRAINING AND DEVELOPMENT ACTIVITIES

Head Office Employees

A total of 731 participants attended 73 different training
programs during the year; total training time amounted
to 888 days and 1.2 days per employee. The overall
employee satisfaction level was measured as 4.62 out of
5.00. AvivaSA’s In-house Training Project, “Magnifier,”
continued with various training course offerings in
2014. An evaluation of the training program revealed a
satisfaction level of 4.86 out of 5.00.



THE BOLDNESS WE DISPLAYED
DURING THE GROWTH PROCESS

Our efficiency-focused efforts increased our workload in terms of both
the number of contracts per employee and total transactions. As a
result, total number of employees grew along with our performance.
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73

DIFFERENT TYPES OF
TRAINING PROGRAMS

A TOTAL OF 731 EMPLOYEES
ATTENDED 73 DIFFERENT
TRAINING PROGRAMS.

DAYS OF TRAINING
PER PERSON

EACH MANAGER RECEIVED
6.9 DAYS OF TRAINING.

AvivaSA’s In-house Training Project,
“Magnifier,” continued with various
training course offerings. An
evaluation of the training program
revealed a satisfaction level of 4.86
out of 5.00.

Sales Staff

Direct Sales and Bancassurance managers received 6.9
and 6 days of training per person, respectively, while
financial advisors and branch insurance managers
received 16 and 4.9 days of training per person,
respectively. The “MAP” book, which combines the
Company’s best practices with universal principles of
management, was published for Company managers.
New managers, who were recently promoted or hired,
underwent orientation training and their progress
was monitored in line with the “Manager’s Guide”
program. Meanwhile, the Company’s examination
success rate rose to 80% whereas the sector average

is 55%. Additionally, iLikeSales applications were
expanded to Agencies and Bancassurance personnel.
The training satisfaction level stood at 4.8 out of 5.00
(96%). The “Business Administration for Agencies
Certificate Program” was administered for the second
time in collaboration with Yildiz Technical University
for the Company’s agencies. The number of Akbank
employees participating in product sales and licensing
seminars specially organized for the Bank rose to 1,304,
up 12% over the previous year. Total training hours
also increased, by 9.8%, and amounted to 9,995 hours.
Meanwhile, Abank and Odeabank employees received
197 hours of training.

Compensation and Benefits

AvivaSA completed development of the flexible fringe
benefit scheme “Butik,” the first of its kind both in the
industry and Sabanci Group. The side benefits offered
under Butik were further diversified through new
website agreements.

Rewards and recognition practices geared toward

sales channels continued in 2014. In order to bring
together the most successful salespersons with senior
management, the Company held Stars Summit events
and overseas trips in four different categories under the
Winners Club program.

Industrial Relations
In accordance with applicable legislation, in 2014, the
Company saved TL 4,429,599 in employer incentives.

In order to raise awareness of Occupational Health
and Safety practices at the Company, AvivaSA
provided training courses to employees and organized
healthcare related meetings with the participation of



ala

HOURS OF TRAINING

21 CHANNEL EMPLOYEES
RECEIVED ATOTAL OF 512
HOURS OF TRAINING.

INCREASE IN TOTAL
HOURS OF
TRAINING (%)

TOTAL TRAINING HOURS
INCREASED 9.8% OVER THE
PREVIOUS YEAR, RISING TO

9,995 HOURS.
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health experts. Additionally, 660 employees underwent
healthcare screenings for the purpose of monitoring
personnel health and raising awareness among the
workforce.

“Voice of AvivaSA” Survey and Employee Satisfaction
Focus Group

Some 90% of Company employees participated in

the Voice of AvivaSA survey, which aims to measure
personnel loyalty and satisfaction. The Company’s
loyalty score exceeded that of parent Aviva’s.

In 2014, the Employee Satisfaction Focus Group came
up with 15 suggestions, of which 14 were approved
by senior management. The approved suggestions
related to rearranging working hours, and “Reverse
Mentoring,” where Generation Y employees mentor
senior managers.

INTERNAL COMMUNICATION AND CORPORATE
CULTURE

New Corporate Values and Journey to Excellence
The revised core values of the Company were shared
with senior management at a training seminar
entitled “Journey to Excellence” held in April 2014.
At the two-day seminar, the concepts of vision and
mission were changed as ultimate purpose and four
core values, namely “Care More,” “Kill Complexity,”
“Never Rest” and “Create Legacy.”

After the seminar, senior managers provided training
to their own teams to convey the new corporate values.
In order to ensure that the new corporate values are
fully embraced by all personnel and truly become living
values, a “Living Values” program was launched, and a
Value Ambassadors Committee was established as part
of this program.

The Company continued to publish and circulate
Communication Bulletins and hold Communication
Meetings to inform employees about management
decisions and developments related to the Company,
shareholders and the sector. Additionally, the Human
Resources team conducted one-on-one meetings called
“How are Things Going?” with department and unit
managers.

Awards

AvivaSA won first prize in the Category “Investment

in People” at the Sabanci Golden Collar Awards, where
HR processes are evaluated according to the EFQM
criteria. In addition, PERYON (People Management
Association of Turkey) granted AvivaSA the top award
in the Recognition and Reward Category for the
Company’s employee reward and recognition practices.
The Company also won several other awards for placing
the maximum number of adverts, receiving the
highest number of applications, creating many job
opportunities as well as for implementing effective
recruitment practices.

ACTIVITIES
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AND INVESTMENTS

A corporate
systems
architecture
that meets
international
standards

In 2014, some of the most important
phases, including systems
infrastructure installations and

the data migration structure were
successfully completed.

Business Applications Transformation Program

The “Metamorfoz (Metamorphosis)” program consists
of several projects that involve the consolidation of
four main insurance applications currently used across
AvivaSA under one roof; modification of other business
processes that are integrated with current insurance
applications in accordance with the latest technology;
a complete revamping of the hardware platforms that
will run the new applications; and establishing the
necessary IT infrastructure to enable the Company to
achieve its growth targets over the next 10 years.

Development of the Metamorfoz program began in
2013 and successfully continued throughout 2014;
currently, it is in the testing stage. Some of the
most important phases, including infrastructure
installations, software development, security setups,
and data migration structure were completed in 2014.
The Company aims to finalize testing and launch the
new systems in 2015.The new structure will provide the
following:
 Scalable capacity to support the Company’s growing
business volume for many years to come,
« Improvements in customer experience,
« Utilization of the latest technologies,
+ Capability to respond to changes in business
needs and legal requirements in a fast and flexible
manner,
 Top-notch customer information security.



ACTIVITIES

I —— ]

HOW WE WERE BEFORE THE LAUNCH OF INFO TV

We continue to invest in IT initiatives. As part of the ongoing, huge

technical transformation, we launched Info TV, which serves as a robust,
high-tech communication channel between the branches and employees.




64  AvivaSA Annual Report 2014

AND INVESTMENTS

Strategic
Outsourcing
Program

The Technical Operations
Department continued efforts to
provide AvivaSA customers with
superior service to meet their
expectations at the highest level.

Infrastructure Management Transformation
Program

In order to complete the business applications
transformation carried out under Metamorfoz, the
Company initiated a Strategic Outsourcing Program
for infrastructure setups. This program is designed

to improve and enhance hardware capacity using
state-of-the-art technology, to upgrade the security
infrastructure, and to ensure that operational
processes comply with the highest, internationally
recognized standards and applications (PCI/DSS, ITIL,
COBIT, ISO 27001) in information technology. In 2014,
important transformation phases, such as revamping
of the hardware platforms, capacity increases, security
infrastructure upgrades, and alignment of operational
processes with the best applications were completed.
Process and infrastructure improvements will continue
under Metamorfoz in 2015.

Systems Architecture

AvivaSA undertook efforts to create a systems
infrastructure at international standards. To this end,
the Company devised and implemented a strategic plan
to simplifying application and systems management
and utilize open source. Accordingly, it acted as
inspector and facilitator to ensure that the necessary
infrastructure is established in all projects, the final
product is aligned with architecture goals, and that
third-party integrations are secure and architecture
compatible.



NUMBER OF
TRANSACTIONS PER
MONTH
(%)

MONTHLY TRANSACTIONS
PER EMPLOYEE ROSE 6%

COMPARED TO LAST YEAR.
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Savings Calculator Mobile Application

AvivaSA launched the “Savings Calculator” mobile
application, which enables users, whether PPS
participants or not, to calculate the amount of savings
they should make to realize their dream of living well
in retirement, and also to learn their savings deficit.
Currently, the app is available in iOS and web versions.
The Savings Calculator, which gives users insight into
their future by calculating their savings, is the first-of-
its-kind in the private pension sector and in Turkey.

Technical Operations Department

In 2014, the Technical Operations Department
continued efforts to increase customer satisfaction,
develop business processes that comply with applicable
regulations, and improve efficiency.

Customer inquiries increased 16% over the prior year,
to nearly 1.3 million, while monthly transactions per
employee rose 6% compared to last year. Transaction
completion times (SLA) were reduced by 25% on
average. As a result, the Department further improved
efficiency and provided AvivaSA customers with
superior service to meet their expectations at the
highest level.

The Technical Operations Department places great
importance on full compliance with legal and
regulatory requirements to achieve a sustainable
performance. As a result, the Technical Supervision
Unit, established under the Technical Operations
Department, oversees and ensures the regulatory
compliance of operational transactions and customer
inquiries, and undertakes internal control activities by
adopting a risk-focused approach. Independent of the
operations staff who executes the transactions, this
experienced team prepares separate, detailed internal
control reports to ensure that transactions consistently
comply with regulations and Company standards.

ACTIVITIES
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Management
within defined
risk limits

Effective and
efficient risk
management

AvivaSA’s audit methodology is
risk-based and in compliance
with International Internal Audit
Standards.

AvivaSA Emeklilik ve Hayat’s internal audit system
was structured in accordance with the Communiqué
on the Internal Systems of Insurance, Reassurance
and Pension Companies issued in the Official Gazette
dated June 21, 2008, and numbered 26913. Pursuant
to the Board of Directors Resolution dated October 31,
2007, and numbered 2007/31, and in accordance with
applicable laws, rules, regulations and practices,

an Audit Committee was set up to help protect the
interests of the Company’s stakeholders. As stipulated
by the Board of Directors Resolution dated October
17, 2014, and numbered 2014/62, the aforementioned
Committee was restructured and replaced by the
current Audit Committee to ensure compliance

with Capital Markets Board Corporate Governance
Principles. The Audit Committee consists of two
members, namely Anthony Feliks Reczek and Atil
Saryal, both Independent Members of the Company’s
Board of Directors. According to the organizational
chart, the Internal Audit Department reports directly
to the Board of Directors and operates independently.

AvivaSA’s audit methodology is risk-based and

in compliance with International Internal Audit
Standards; furthermore, it is connected with
COSO (Committee of Sponsoring Organizations of
the Treadway Commission) and ERM (Enterprise
Risk Management), and in compliance with their
provisions.

The Company aims to manage the internal control
system so as to keep all risk factors that might
jeopardize strategic and operational targets within
defined maximum limits. Risk management and
internal audit departments are responsible for
ensuring operational productivity and efficiency,
issuing financial and managerial results in a timely,
accurate and reliable manner, overseeing compliance
with applicable laws and regulations, protecting
shareholder investments and Company assets, and
managing risks effectively and efficiently.



14

AUDITS
(UNITS)

A TOTAL OF 14 AUDITS WERE
CONDUCTED IN 2014

Internal
audit personnel
received all
necessary
trainings.

AvivaSA Annual Report 2014 67

The scope of internal audit activities includes analysis
and assessment of the efficiency and capability of
internal control, risk management and administrative
processes in order to yield reliable, independent and
impartial opinions on these processes, and to present
proposals for improvement and development. In
addition, investigating financial crimes is among the
other various responsibilities of the Internal Audit
Department.

In 2014, the Internal Audit Department conducted a
total of 14 audits: Direct Sales, Bancassurance, Asset-
Liability Management, Metamorfoz Project, State
Contribution Processes, Sales Quality Management
and Follow-up Actions, Compliance Reporting on
Business Standards, Corporate Communications and
Reputation Management, Financial Crimes, Customer
Complaint Management and Alternative Income
Center, Fund Management, Effectiveness of Internal
Control Systems, System Authorization Access and
Security Management, and Fund Risk Management
Systems. The audit reports were shared with the Audit
Committee and the senior management. The findings
of the audits and actions agreed upon together with
AvivaSA’s senior management were presented to the
Board of Directors at Board meetings, and the Board of
Directors approved these findings and actions.

The Internal Audit Department consists of one
audit director, one department manager, three
senior auditors, and one auditor, who possess the
qualifications outlined in the Communiqué on the
Internal Systems of Insurance, Reassurance and
Pension Companies. The internal audit personnel
were provided with the necessary training courses
that contribute to their professional development
and enhance their knowledge. The Internal Audit
Department staff members have no responsibility,
authority or influence on the audited operations of the
Company, and their full independence is ensured.

ACTIVITIES
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SUBSIDIARIES

Our Company does not have any subsidiaries.
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PUBLIC AUDITS DURING 2014

Our Company underwent the following audits in 2014:

PPS State Contribution Transactions Process Audit conducted
by the Undersecretariat of Treasury Insurance Auditing Board

March 20, 2014 -
April 11, 2014

Initial Public Offering Process Audit conducted by the Capital
Markets Board

Initial Public Offering Process Audit conducted by Borsa
Istanbul

ACTIVITIES
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EXPLANATIONS

There are no lawsuits against the Company that could significantly affect its financial
position and business activities.

However, summary information on the existing lawsuits against our Company is
presented in the charts below.

Number of Number of Number of Number of Number of
lawsuits filed  lawsuits filed  lawsuits settled lawsuits settled lawsuits
before 2014 and in 2014 in 2014 in favor of the resulted
still ongoing Company in against the
2014 Company in
2014
235 116 12 10 2

Number of lawsuits Number of lawsuits filed ~ Number of lawsuits settled
filed before 2014 and still ~ in 2014 in 2014

ongoing

37 1 2

Number of Number of Number of Number of Number of

lawsuits filed  lawsuits filed  lawsuits lawsuits lawsuits

before 2014 and in 2014 settled in settled in resulted

still pending 2014 favor of the against the
Company in Company in
2014 2014

76 15 47 21 26
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The Company paid TL 35,326 and TL 48,319 in administrative fines, imposed by the
Undersecretariat of Treasury on July 10, 2014 and July 18, 2014, respectively, within the
required time period.

The Extraordinary General Assembly Meeting was held on October 16, 2014 at the
Company’s Head Office. The minutes of the meeting were published in the Turkish
Trade Registry Gazette dated October 23, 2014 and numbered 8679. The agenda of the
Extraordinary General Assembly Meeting along with the minutes and amendments
to the Articles of Association are presented under the topic heading “Corporate
Governance Principles Compliance Report” on page 99 of this annual report.

New legislation and regulations that could significantly affect the Company is

outlined below:

« Consumer Protection Law No: 6502 enacted on May 28, 2014

+ Regulation on Insurance Agencies is promulgated in the Official Cazette No: 28980
on April 22, 2014

e E-Commerce Law is promulgated in the Official Gazette No: 29166 on November 5,
2014

+ Regulation on Insurance Activities, Insurance Policies in Favor of Consumers and
Distance Selling of Insurance Products is promulgated in the Official Gazette No:
28982 on April 25, 2014

INFORMATION ON TRANSACTIONS WITH PARENT COMPANIES AND THEIR
SUBSIDIARIES

In this report issued by AvivaSA Emeklilik ve Hayat A.S. Board of Directors on
February 25, 2015, it was concluded that in 2014, in all transactions with parent
companies and their subsidiaries, AvivaSA Emeklilik ve Hayat A.S. took the necessary
action or counter action, according to the conditions and circumstances known to the
Company at the time at which the transaction or measure was taken or avoided, that
no measure taken or avoided was potentially detrimental to the Company, and that,
accordingly, no transaction or measure is necessary.

ACTIVITIES
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Istanbul, Turkiye

Tel : (212) 366 6000
Fax : (212) 366 6010
www.deloitte.com.tr

INDEPENDENT AUDITOR’S REPORT ON BOARD OF DIRECTORS ANNUAL REPORT

To the Board of Directors of AvivaSA Emeklilik ve Hayat Anonim Sirketi:
The Auditor’s Report on the Board of Directors Annual Report Based on the Audit Conducted in Accordance with
Independent Auditing Standards

We have audited the annual report of AvivaSA Emeklilik ve Hayat Anonim Sirketi (“the Company”) for the
accounting period ending on 31 December 2014.

Management’s Responsibility for the Annual Report

Pursuant to Article 513 of the Turkish Commercial Code (“TCC”) No: 6102 and the provisions set forth in the
“Regulation on Financial Structures of Insurance, Reassurance and Pension Companies” (“Regulation”) published
in the Official Gazette No: 26606 on August 7, 2007, the management is responsible for the preparation of the
annual report in a way to ensure consistent and accurate representation the Company’s financial statements. This
responsibility includes implementing and maintaining internal control deemed necessary for the preparation of
such an annual report.

Independent Auditors Responsibility

Our responsibility is to express opinion on whether the financial information in the Company’s annual report
is a consistent and accurate representation of the financial statements, based on the independent audit we have
conducted in accordance with TCC Article 397 and the Regulation.

We conducted our audit in accordance with the independent auditing principles set forth in insurance laws and
regulations, and Independent Auditing Standards (“IAS”) issued by the Public Oversight Accounting and Auditing
Standards Authority. These standards require that we comply with ethical rules and plan and perform the audit
to obtain reasonable assurance whether the financial statements presented in the annual report are free from
material misstatement.

An independent audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in financial statements. The procedures selected depend on the auditor’s professional judgment.

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

Opinion
In our opinion, the financial information provided in the Board of Directors Annual Report is an accurate and
consistent representation of the audited financial statements.

Independent auditor responsibilities arising from other regulatory requirements

In accordance with Paragraph 3, Article 402 of the Turkish Commercial Code, and within the framework of IAS 570
“Business Continuity,” we have seen no evidence or cause that may jeopardize the existence and the continuity of
the Company in the foreseeable future.

il

Miijde Sehsuvaroglu, SMMM
Partner

February 26, 2015
Istanbul
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In 2014, AvivaSA helped create
two memorial forests with a total
of 16,580 saplings it has donated

to TEMA Foundation on behalf
of customers to celebrate their
birthdays.

Collaboration with TEMA Foundation
In 2014, AvivaSA helped create two
memorial forests in Urla-Izmir and
Giivemcetmi, Bigadi¢-Balikesir. The
Company donated a total of 16,580
saplings to TEMA Foundation on behalf
of customers to celebrate their birthdays.
The project, which the Company initiated
in November 2012 as part of its corporate
social responsibility efforts, aims to
reduce the impact of climate change

on present and future generations

by creating new forests that serve as
carbon sinks. Under the project, AvivaSA
contributed to afforestation of 18 hectares
of land, equal to about 25 football fields,
in Izmir and Balikesir to fight erosion
and climate change.

Donations to Foundations

AvivaSA made donations to TEMA
Foundation on behalf of each employee
hired in 2014. The Company also made
donations to TEGV (the Educational
Volunteers Foundation of Turkey) on
behalf of personnel who have undergone
an operation, or of whom a family
member has passed away. Certificates for
these donations have been provided to
respective employees.

In December 2014, the Company
organized a New Year’s Fair, giving
employees the opportunity to make
donations to several foundations (WWF,
Foundation For The Support of Women’s
Work, and the Foundation for Children
with Leukemia), and also to buy New
Year’s gifts.

In 2014, the Company’s donations and
aid amounted to TL 1.9 million, of
which TL 1.8 million was donated to
Hac1 Omer Sabanci Foundation, and TL
0.1 million to other institutions within
the framework of CSR projects. The
Company’s Donation Policy, which was
approved by the Board of Directors with
Resolution No: 2015/07 dated February
25, 2015, will be submitted to the General
Assembly for approval.

ACTIVITIES
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SUMMARY BOARD OF

ASSEMBLY

Esteemed Shareholders,

In 2014, AvivaSA Emeklilik ve Hayat A.S.
continued operations as one of the leading
companies of the private pension and life
insurance sector, and achieved strong
financial results.

The year 2014 marked a major milestone for
AvivaSA. Our Company’s shares started to
be traded on Borsa Istanbul in November
2014 following a very successful initial
public offering, which generated high
demand from investors.

In 2014, we held two General Assembly
Meetings: the Ordinary General Assembly
Meeting on March 28, 2014, and the
Extraordinary General Assembly Meeting
on October 16, 2014. At the Extraordinary
General Assembly Meeting held on October
16, 2014, amendments were made to our
Company’s Articles of Association. General
Assembly resolutions are presented in
detail under the topic heading “Corporate
Governance Principles Compliance Report”
in the 2014 Annual Report.

As a publicly traded company, we have
undertaken every effort to make Company
practices compliant with applicable laws
and regulations.

In 2014, AvivaSA distributed TL 26 million
in cash dividends in accordance with the
distributable profit for the year 2013.

From 2014 onwards, AvivaSA will continue
to distinguish itself thanks to extensive
international expertise and local know-
how accumulated since the Company’s
establishment, strong capital structure, the
power it derives from well-established roots
as well as an unparalleled multichannel
distribution structure. A natural born
leader, AvivaSA will add value to its said
features with its innovative services and
products; and it will continue to be an

important institution for its customers,
partners and employees.

* At theend of fiscal year 2014, the
Company’s paid-in capital stood at
TL 35,779,197 while shareholders’
equity amounted to TL 178,250,193. The
Company has sufficient shareholders’
equity to meet possible losses that may
arise from current liabilities or potential
risks.

« Asof year-end 2014, our Company’s asset
size reached TL 8,100,584,367.

¢ Our Company’s current assets amounted
to TL 809,813,631 with short-term
liabilities totaling TL 334,078,930, and
insurance technical provisions standing
at TL 552,515,968. Meanwhile, the
private pension fund volume reached TL
7,126,633,457 TL.

¢ Our Company’s investment income
(net) stood at TL 34,248,438 while
income/profit and expense/loss in
extraordinary items was TL 7,631,876.

« Asaresult of its operations in 2014,
our Company capped the year with
total net profit of TL 45,913,426.

¢ According to PMC (Pension
Monitoring Center) data released on
January 2, 2015, our Company held an
18.8% market share in total private
pension fund volume, ranking second
in the sector. Meanwhile, the number
of PPS participants totaled 733,028.

+ Our Company generated TL 258.3
million in life and personal accident
insurance premiums, and ranked
fifth in the sector with a market share
of 7.5%.

We would like to thank our esteemed
shareholders for attending our General
Assembly meeting, which was held to
review and approve the 2014 operations of
our Company.

Yours sincerely,

Board of Directors



PAYMENT SOLVENCY

Financial Position

Thanks to its multiple distribution
channels, strong shareholding structure,
solid shareholders’ equity, and expert
staff, AvivaSA has uniquely positioned
itself in the ever-growing market to
become one of the leading companies
without compromising profitability.

Calculated according to the principles
set by the Undersecretariat of Treasury,
the Company’s capital adequacy ratio

as of December 31, 2014 was at 225%,

the clearest indication of robust capital
management. The minimally required
shareholders’ equity stood at TL 83.3
million and shareholders’ equity at

TL 187.4 million (including provisions for
profit equalization).

AvivaSA closed the year 2014 with return
on equity of 27.4%, thus becoming one
of the most profitable among all Sabanci
Group and Aviva Plc. companies. In 2014,
the Company posted gross profit of

TL 60.6 million and net SFRS profit of

TL 45.9 million. In 2014, AvivaSA
distributed its entire 2013 distributable
profit of TL 26.1 million to shareholders.

The year 2014 saw competition intensify
in the private pension and life insurance
segments of the insurance industry. In
the face of such intense competition,
AvivaSA followed the right strategies to
grow profitably, outperforming its 2014
targets.

In 2014, AvivaSA maintained a strong
position among the leading companies
in the PPS sector. The Company’s PPS
fund volume grew 42%, to TL 7,130
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million while the number of participants
increased 19% to 733,000. Holding an
18.8% market share in total private
pension fund volume, AvivaSA ranks
second in the sector (based on Pension
Monitoring Center data released on
January 2, 2015).

At the end of 2014, AvivaSA produced a
total of TL 258.3 million in life insurance
and personal accident insurance
premiums, and brought its market
share among private pension and/ or life
insurance companies in terms of direct
premium production up to 7.5% (2013 - TL
232.9 million - 6.6%).

While protection premium production

of the entire sector contracted 1% in

2014, AvivaSA achieved 15% growth,
thereby increasing its market share by 1.1
percentage points over the previous year,
and rising from eighth to sixth position
in the market.

In the life and accident insurance
branches, AvivaSA paid a total of TL 134.7
million in indemnity for surrender,
maturity, death and invalidity in the
year 2014.

The Company initiated an investment
drive in 2013 to render its IT infrastructure
more flexible, whereby it invested TL

24.3 million in material and immaterial
assets. The growth continued with the
investments in distribution channels as
well. The workforce of sales channels was
1,191 individuals as of end-2014.

*31 December 2014 Haymer data has been regarded.
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PAYMENT SOLVENCY

AvivaSA is an industry leader in terms

of its PPS fund volume. The Company
plans to preserve its robust shareholders’
equity level in the future. It will continue
to invest in infrastructure, sales and
Head Office staff to achieve sustainable
growth and profitability in 2015.

Progress in Assets and Liabilities

The Company'’s total asset volume for
2014 grew by 38% over the prior year to TL
8.101 million.

The largest figure among all asset items
is liabilities from pension activities.
This item corresponds to the total fund
volume invested by PPS participants in
the Company’s pension funds, and has
grown by 42% over the prior year to TL
7.130 million.

Another component of the Company’s
asset volume is financial assets and
financial investments, the risk of which
is assumed by the policy holders, and
accounts for 4.4% of the total. This item is
TL 358.4 million in size and corresponds
to total financial assets where the funds
of depositors and policy holders managed
by the Company are invested.

Another asset category is foreign
currency assets (TL 247 million), which
accounts for 3.0% of the total. These
assets are held in parallel with the
Company’s foreign currency liabilities
and function as a hedge against foreign
currency risk.

As for the liabilities side of the balance
sheet of AvivaSA Emeklilik ve Hayat A.S.,
882 of the total corresponds to liabilities
from pension activities, and 6.8% to
technical provisions.

On the other hand, the mathematical
provision for life, which corresponds to
our liabilities towards policy holders, fell
by 3.6% over the previous year to TL 450.1
million.

Indemnity Payment Capacity

The total gross indemnity paid by
AvivaSA in 2014 stands at TL 134.7
million. Indemnity payments correspond
to surrender, maturity, and death
indemnity coverage associated with life
insurance policies, cumulative products,
and combined products that serve both
functions.

In 2014, the Company’s death and
invalidity indemnity coverage -with the
exception of surrender and maturity
payments- stood at TL 28.2 million.
Taking into consideration the Company’s
current liquidity and the maturity
structure of its investments, it hasa
strong indemnity payment capacity.



Remuneration of Board Members and
Senior Management (Article g of the
Regulation)

The following items must be included in
the remuneration of Board members and
senior managers:

a) The total amount of all financial
benefits including attendance fees,
salaries, premiums, bonuses, and
dividends:

In 2014, the salaries, premiums, bonuses
and other benefits offered to the
Company’s senior management totaled
TL 6.1 million, up from TL 4.6 million in
2013.

In 2014, the Company paid TL 0.7 million
to senior managers to cover business
expenses such as travel, accommodation,
communication and representation fees.
This amount was TL 0.9 million in 2013.

The total indemnity of the life insurance
policies held by the Company’s senior
management amounted to US$ 1.8
million in both 2014 and 2013.
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Operations of the Company and
Important Developments Related to
Operations

h) Information on the donations and
aid made by the Company during the
year and other expenses related to social
responsibility projects:

In 2014, the Company spent TL 1.9
million in donations and aid as well as
for social responsibility projects.

f) Information on administrative or legal
penalties imposed on the Company and/
or its Board members due to actions
contrary to law:

In 2014, there have been no significant
penalties imposed on the Company due
to actions contrary to law that could
negatively impact its financial structure.
The Company paid a total of TL 100
thousand in fines to legal authorities in
2014.

2010 2011 2012
606 610 809
21 10 33
3,391 3,845 4,958
36 36 36
125 151 169
11 29 20
32 39 53 Mo o1
30 32 39 3 46
35 17 41 o1 13
o.é 1.0 1.1 0.7 o7

24.i 21.2 23.0 19.5 25.8

17.7 15.9 16.3 18.6 17.5

36 3.9 3.4 2.7 2.2

FINANCIAL SITUATION



78  AvivaSA Annual Report 2014

PAYMENT SOLVENCY

""""" 201owwméhange
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2011 Change
610,110,545 1.6%
461,700, 681 3.8%
148,415, 864 -4.4%
121,631, 827 -2.2%

26,784, 037 -13.5%
-104,554,581 7.7%
-18,989, 701 26.4%
10.2%
15.6%
22.6%
13.4%
7,340,345 -312.8%
-1,800,730 -103.5%
4,566, 610 -91.1%
10,106 225 -51.6%
27,468, 536 63.5%
1,386, 573 -125.3%
-171,673, 868 17.0%
38,901, 336 21.0%
31,989, 774 7.6%
49,449, 798 4.1%
23%




2012 Change
809,493,585 32.7%
611,949,922 32.5%
197,543,663 33.1%
165,202,465 35.8%
32,341,199 20.7%
-114,426,076 9.4%
-20,173,851 6.2%
-134,599,927 8.9%
4,051,425,340 37.0%
168,690,635 11.6%
4,957,970,067 20.0%
8,151,820 11.1%
5,089,467 -382.6%
20,187,856 342.1%
33,429,142 230.8%
21,535,029 -21.6%
-1,976,616 -242.6%
-195,228,099 13.7%
52,987,555 36.0%
38,772,504 21.2%
21.3%

59,979,303

24%
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RISK AND INTERNAL CONTROL
GROUP MANAGEMENT

The Risk and Internal Control Group
Management activities are carried out
as per “Communiqué on the Internal
Systems of Insurance, Reassurance and
Pension Companies”.

The targets of these risk management
and internal control activities are as
follows:

« Ensuring compliance with legal
obligations and the Company’s Risk
Management Policies,

« Identifying all structural risks the
Company is exposed to and defining
risk acceptance criteria,

« Designing and applying internal
control mechanisms and actions in
line with these risks, and assuring
the Board of Directors about the
transparent reporting of the said
risks.

The risk management activities are
carried out under the supervision of
the Risk and Internal Control Croup
Management. The Risk and Internal
Control Group Management heads
the Legal Regulations Committee,
thus monitoring and guiding the

Company’s legislation-related activities.

The Committee composed of the
representatives from the relevant
functions of the Company reports to
AvivaSA Executive Council.

The Operational Risk and Reputation
Committee composed of the AvivaSA
Executive Council members monitors
the operational risk events to ensure
that effective actions against the
circumstances beyond risk appetite and
tolerance are taken on time.

The reports which include the Company’s
risk monitoring and internal control
activities are submitted to the Board

of Directors Early Detection of Risks
Committee and Audit Committee
regularly.

Internal Control Framework

AvivaSA Internal Control Unit

functioning under the Risk and Internal

Control Croup Management targets to

make contributions under the following

categories through its operations:
 Raising the awareness on a strong and
effective internal control in AvivaSA,

« Improving the internal control
processes and applications
continuously to ensure their optimum
and cost-efficient functioning,

+ Creating the best internal control and
supervision practice in AvivaSA.

The internal control activities are among
the basic responsibilities of the Company
functions. The functions constituting the
first line of defense are responsible for
determining the internal control points
to ensure that the Company assets related
to their own processes are protected,

its activities are carried out effectively,
efficiently and in compliance with laws
and the other relevant legislations, in-
house policies and rules.



The primary scope of the Internal Control
Unit operations is to evaluate and report
to the upper management the efficiency
and effectiveness of the internal

control measures and processes carried
out in AvivaSA’s first line of defense.

The functions carry out the internal
control regularly and take the necessary
improving actions; and such activities
are monitored and considered in terms
of its efficiency by the Risk Management
and Internal Control.

AvivaSA Risk Management Framework
AvivaSA risk management framework
includes the strategies, policies models,
processes, and reporting procedures
required to identify, measure, manage,
monitor and report the risks to which the
Company is or may be exposed.

The risks faced by the Company are
identified and assessed by the upper
management within the scope of the
AvivaSA risk management framework.
In this assessment, the probability of
these risks and their possible effects
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are taken into consideration. Risks and
associated risk management actions
(internal controls and actions) are
monitored closely and methodically.

The Risk Management Department’s
functions are to identify, measure and
monitor the risks to which AvivaSA
exposed, to ensure that actions are
taken to keep the risks within the limits
determined as per the risk appetite, and
report such actions.

Risk management is the Company’s
main means of avoiding undesirable
outcomes in the pursuit of its targets.
The management approach interacts
with decision making processes
through a risk-based approach, which
in turn allows the company to use its
resources efficiently, and thus meet the
expectations of all business partners
including customers and shareholders
to the highest level. In this approach,
dubbed “the triple defense line”, the
division of authority and responsibility is
as follows:

ECHELON AUTHORITIES AND DUTIES

RESPONSIBLE
1¢* Line of Company Identifying and assessing risks, managing and
Defense Management reporting these efficiently and so as to remain within

the risk appetite limits, ensuring compliance with
company policies. Establishing and executing the
effective internal control system.

2" Line of Risk Management Supporting the Company management in

Defense and Internal

identifying, assessing, managing and reporting

Control risks, overseeing compliance with Company policies
and identifying any violation; in short, assisting
in the functioning of AvivaSA’s Risk Management
Model. Providing an acceptable assurance that the
Company assets are protected, its activities are carried
out effectively, efficiently and in compliance with
laws and the other relevant legislations, in-house
policies and rules of the Company, insurance business
customs, the accounting and financial reporting
systems are functioning reliably, their integrity, and
timely retrievability of the information.

3" Line of Internal Audit
Defense

Assuring the Board of Directors about the efficiency of
the Company’s risk management and internal control

mechanism from an impartial and independent

viewpoint.
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RISK MANAGEMENT POLICIES

Risk policy framework

AvivaSA’s risk policy framework indicates
rules for providing a consistent approach
to identification, measurement,
management, monitoring and

reporting of the risks. The Company’s
risk management framework policy
defined the risk management roles

and responsibilities of the Board of
Directors and the Early Detection of Risks
Committee under the Board of Directors,
the CEO, and the committees (Assets-
Liabilities Committee and Operational
Risk and Reputation Committee). The
said policy also explains the role of each
level in the triple line of defense model
and functioning of the delegation of
authority in AvivaSA.

The governance of AvivaSA’s risk
management framework is composed
of the defined processes allowing

to changes and exceptions in the
governance requirements within the
framework of the risk policies, business
standards, authorities, delegated
authorities, and special responsibilities
as well as escalating the issue to upper
levels and monitors the violations.

The ultimate responsibility for defining
the risk management principles and
standards to be applied across the
Company, updating the risk policies
according to the changes in the operating
conditions, establishing and executing
effective risk management system and
processes, monitoring the Company’s
riskiness level, establishing the risk
limits, checking the current situation
against such limits, and taking the

necessary actions belongs to the Board of
Directors.

The Risk Management Policies set the
basic principles and standards for the
risk management system and processes.
The policies are approved by the Board of
Directors, and the amendments made to
the same require the Board of Directors
approval.

The tools required to determine, measure,
manage, monitor and report the risk

vary by the risk type. Therefore, the

risk policy framework includes six risk
policies, including the Risk Management
Framework Policy, special to each risk type
to which AvivaSA is exposed: life insurance
and private pension, credit, market,
liquidity and operational risk policies.
Since the risks the company faces cannot
be categorized in a single category all the
time, it is necessary to utilize multiple
risk policies simultaneously in the risk
definition, measurement, management,
monitoring and reporting processes.

AvivaSA is also exposed to the business

risk in relation to its operations in the

life insurance and private pension sector.
Likewise, the Company also faces financial
risks related to its operations, such as loan,
market, and liquidity risks. The operational
risk that is the final risk Component is
caused by the faults of human, process

and technology used in management of
the assumed risks: The concentration risk,
on the other hand, is not a separate type

of risk; but it occurs in cases where there

is insufficient distribution in or between
certain type(s) of risk. The rising risk or
volatility arising from concentration is
assessed in each one of the risk types.
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RISK MANAGEMENT FRAMEWORK

RISK APPETITE FRAMEWORK

Business Risk

Financial Risk

Individual Life Liquidity Credit Market
Retirement Insurance Risk Risk Risk
OPERATIONAL RISK

AvivaSA’s Risk Policy Framework

Business standards

AvivaSA is aware of the importance of
the consistent and controlled business
processes in the risk management
process. Therefore, each policy is
supported with business standards
intended for providing the top
effectiveness in the relevant business
processes. The great part of the business
standards are the responsibility of

the first line of defense. There is one
person in charge of each standard at
the Company, and compliance with
standards is reviewed twice a year.

The currently applied risk model shows
the structural risks of the Company
operating in the life and pension sector,
the measurable data of such risks, the
risk factors, the limits for the Company
to accept such risks, and how such risks
will be managed. The Risk Management
Policies are practical guides explaining
the most effective way to manage the
Company’s financial, operational and
reputation loss risks.

The basic issues considered while
determining the risk limits are the risk
measurement results and the Company’s
risk appetite. Apart from the risk limits,
the risk indicators of the developments
and occurrences that will affect the

risk level negatively are identified

and monitored by the basic business
functions as early warning signals.

Information on Risk Management
Policies by Risk Type:

Risk Management Framework Policy:
The said policy is fundamentally
important for supporting and improving
the company’s corporate management
structure. The basic objectives of

this policy are determining the basic
principles and standards of the risk
management systems and processes,
implementing such systems and
processes, and complying with the
determined risk limits.

The activities covered by the Risk
Management Policy are carried out
within the framework defined by the
insurance and private pension legislation
and the other relevant legislations to
which the Company is subject.

Life Insurance and Pension Branch
Risk Policy: Life Insurance and pension
branch risk means the risk likely to arise
from wrong and ineffective application of
the insurance business technique in the
assurance process for the life insurance
branch, while it includes the risk of loss
likely to arise from inadequacy of the
cash flows acquired in the long-run to
cover the costs in the private pension
branch.

Credit Risk Policy: The credit risk means
the negative financial impacts that may
be caused by the fluctuations in the
credit quality, such as the third party
default, rating changes, and movements
in the credit spreads.
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The credit risk is managed with the limit
framework defined for the companies
and organizations involved in the
transactions made. The credit limit
framework is supported with an
escalation framework to report larger
and/or riskier transactions to the upper
management.

The Assets-Liabilities Committee is
responsible for creating, monitoring and
reporting the policies, risk appetite and
limits related to the credit risk.

Liquidity Risk Policy: The liquidity

risk means the risk arising from failure
to meet the Company’s liabilities at
maturity and cost-effectively. The purpose
of this policy is to create a Company-
wide framework for management of the
liquidity risk. The target of the liquidity
risk management is to optimize AvivaSA’s
long- term risk-based rate of return while
keeping the liquidity risk within the risk
appetite parameters.

The risk appetite limits are determined
with the Liquidity Coverage Ratio

(LCR) defined in the Risk Management
Framework Policy. Any change to be made
in the LCR limits is approved by the Board
of Directors upon the suggestion of the
AvivaSA Assets-Liabilities Committee.

The management of the liquidity risk
includes an approved limit structure

and a series of triggering regulations to
ensure that the management is informed
of the potential problems.

The Assets-Liabilities Committee is
responsible for creating, monitoring and
reporting the policies, risk appetite and
limits related to the liquidity risk.

Market Risk Policy: The market risk
arises from the structure and attributes
of both the asset investments made to
obtain the returns required to fulfill
the liabilities to the insurees and the
liabilities - in relation to the insuree
behaviors. The objective of the market
risk management is to keep the
Company’s market risk within the risk
appetite parameters, thus maximizing
AvivaSA’s long-term risk- adjusted rate of
return.

The Assets-Liabilities Committee is
responsible for creating, monitoring and
reporting the policies, risk appetite and
limits related to the market risk.

Operational Risk Policy: The operational
risk is the risk of loss likely to arise

from inefficient business processes,
personnel, systems or external factors.

It is essential to evaluate the probability
of the operational risks and the level of
impact they will create, and take the
necessary measures accordingly.

The 1** Line of Defense can provide
protection against operational risk
through effective follow-up and
monitoring of the processes.

The Risk and Internal Control
Management monitors and report the
effectiveness, efficiency of the controls
and the process of implementing the
action plans.

AvivaSA’s target is to keep the
operational risk at the lowest level that is
commercially reasonable.
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In order to support identification, measurement, management, monitoring and
reporting of the operational risks, a framework special to the operational risk and
reputation management has been created:

RISK MANAGEMENT FRAMEWORK/RISK APPETITE FRAMEWORK

Economic Capital

Control
Environment

Business
Standards

External Rules

Management

Liquidity

OPERATIONAL RISK POLICY

RISK CULTURE FRAMEWORK

Control
Activities

Basic
Indicators

Tests

Risk Mitigating
Actions

Closing the
Audit Findings

Risk Analysis & Assessment

Functional
RCSA

Decision
Making Process

Project Risk
Analysis

Basic Risks &
Approaching
Risks

Stress &
Scenario Tests

Budget/Plan
Risk Analysis

Company

Risk Events

Escalation
to Senior
Management

Record and Root

Cause Analysis
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AVIVASA EMEKLILIK VE HAYAT A.S.
DIVIDEND DISTRIBUTION POLICY

The Dividend Distribution Policy of
AvivaSA Emeklilik ve Hayat A.$. has
been determined in accordance with

the relevant provisions of the Turkish
Commercial Code, Capital Markets Law
and other applicable legislation. As per
the dividend policy article in the Articles
of Association, the Company pays
dividends by taking into consideration
its medium- and long-term strategies,
investment and financial plans, the state
of the national economy and the sector,
and the balance between shareholder
expectations and the Company’s needs.

The amount of distributable profit is
determined by the General Assembly;
however, the general principle is

to pay 50% of distributable profit to
shareholders in the form of cash and/or
bonus shares.

AvivaSA Emeklilik ve Hayat A.$ does not
pay advance dividends.

The Company adopts the principle of
paying dividends equally to each share,
regardless of their date of issue and
acquisition, within legal time limits.
Dividends shall be paid to shareholders
following the approval of the General
Assembly and on the date set by the
General Assembly.

The General Assembly may decide to
transfer a portion or all of the net profit
to the reserve account. In the event
that the Board of Directors of AvivaSA
Emeklilik ve Hayat A.S. proposes to the
General Assembly not to distribute any
profit, then shareholders are informed
at the General Assembly Meeting about
the reasons for not distributing profit
and how distributable profit will be used.
This information is also disclosed to the
public via the annual report and the
Company’s website.

The dividend distribution policy is
presented at the General Assembly
Meeting for approval by shareholders.
The Board of Directors reviews the policy
every year by taking into consideration
any adverse conditions in the national

or global economy as well as the current
status of projects and funds. Any changes
made to the dividend policy are presented
to the shareholders for approval at the
first General Assembly meeting after the
changes are made, and are also disclosed
to the public via the Company’s website.
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PROPOSAL
FEBRUARY 25, 2015

AVIVASA EMEKLILIK VE HAYAT A.S.
DIVIDEND PROPOSAL OF BOARD OF DIRECTORS IN 2014 ECONOMIC YEAR,

Dear shareholders,

The 2014 dividend distribution table of AvivaSA Emeklilik ve Hayat A.$. has been
drawn up in accordance with the “Guide for the Preparation of Dividend Distribution
Tables” in Article 13 of the Communiqué on Dividends, which was issued by the
Capital Markets Board (“CMB”), and published in the Official Gazette on January 23,
2014.

The total net profit after tax of TL 45,913,425.97, which has materialized as a result
of our Company’s business activities in 2014, shall be taken as the basis for dividend
distribution. Accordingly, it was decided to propose to the 2014 Ordinary General
Assembly to pay shareholders TL o.0111 per share, a total of TL 39,714,908.69, after
setting aside TL 5,889,982.14 for legal reserves, and TL 308,535.14 for extraordinary
reserves. The “2014 Dividend Distribution Table” and the “Dividend Payout Ratio
Table” of AvivaSA Emeklilik ve Hayat A.S$. are attached for your information.
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AVIVASA EMEKLILIK VE HAYAT A.S
2014 DIVIDEND DISTRIBUTION TABLE

Information on privileges in dividend distribution, if stipulated in the -
Articles of Association

As Per Capital  As Per Statutory

Markets Board ~_Records
3. Profit in the Period 60,579,140.52 00,579,140.52
4. Taxes (-) (14,665,714.55) (14,665,714.55)
5. Net Profit in the period (=) 45,913,425.97 45,913,425.97
6. Losses of previous year (-) - S -
7. Legal reserve fund (-) 2,097,387.26 ..2,097,387.26
8. NET DISTRIBUTABLE PROFIT FOR THE PERIOD (=) 43,816,038.71 43,816,038.71
9. Donations Made during the Year (+) 1,863,165.45 . -
10. Net Distributable Profit for the Period Including 45,679,204.16 -
DOMAtiOnS
11, First Dividend Payment to S - e z
- Cash 22,839,602.08 L -
- Shares - N
- Total ' 22,839,602.08
12. Dividends Paid to Privileged . ders -

13. Other Dividends Paid to: - _

- Board Members - N

- Employees - -

16,875,306.61 -

16. General Legal Reserves ) 3,792,594.88 -
17. Statutory Reserves - B

18. Specific Reserves - -

308,535.14 ....308,535.14

TOTAL DIVIDEND
AMOUNT /
NET DISTRIBUTABLE DIVIDEND PER SHARE
PROFIT FORTL1
FOR THE PERIOD NOMINAL VALUE
%) Amount (TL
1.1100
0.9435 94.35

() Net calculations are based on the assumption that a 15% income tax withholding shall be applied.



REPORT

Corporate Governance Principles
Compliance Statement

Our Company started to be traded
publicly on the November 13, 2014 in
Borsa Istanbul. As a publicly traded
company, our target is to carry out
activities in full compliance with the
Corporate Governance Principles

Processes are carried out; within the
framework of the procedures and
principles to be implemented by the
partnerships regarding the Corporate
Governance Principles and the related
party transactions specified in the II-17.1
Corporate Governance Communiqué in
the Official Gazette no. 28871 published
on the of January 3, 2014.

Necessary attention was paid to achieve
compliance in the following issues
(explained in detail below) among the
compulsory/non- compulsory regulations
within the framework of Corporate
Governance Principles.

The Company focuses on complying
with the four principles of Corporate
Governance in Transparency, Fairness,
Responsibility and Accountability.

The Company promptly, safely,
consistently and regularly provides the
necessary information to all Investors
and analysts at the same time. In order
to enable continuous and transparent
communication with them, we organize
investor meetings, attend investor
conferences, and try to reach more
Investors with press announcements and
media interviews.
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Compliance was achieved with the
compulsory principles and principles
were implemented in issues such as;
announcing the résumsés of the candidate
members of the Board of Directors and
the names of the independent member
candidates, determining publicly
announcing the remuneration policy,
and publicly announcing the information
about related party transactions,
establishing and structuring the
committees.

We do comply with the procedures and
principles regarding; the compulsory
Corporate Governance Principles
stipulated by the Capital Markets
Board, the content and publishing of
the Corporate Governance compliance
reports, the memberships of the
independent members of the Board of
Directors.

We do comply with the Capital Markets
Board regulations on Corporate
Governance in; the transactions

deemed important with regards to

the implementation of the Corporate
Governance Principles, the important
related party transactions of the Company
the transactions of giving collateral,
pledge and mortgage in favor of third
persons.

Transactions made and Board of
Directors’ decisions taken without
complying with the compulsory
principles shall be invalid and will be
considered as contrary to the Articles

of Association. In the upcoming period
developments and implementations in
the legislation will be taken into account
and necessary efforts will be made for
compliance with Principles.

CORPORATE GOVERNANCE
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The Company shares began trading on
BIST on November 13, 2014. Guarantees

- determined during the public offering
process and specified in the public
offering prospectus - about increasing
the amount of shares in circulation after
public offering are given below:

AvivaSA Board of Directors has
unanimously decided to guarantee;

not to make a capital increase or not

to increase the amount of shares in
circulation within the 180 days upon
the date AvivaSA shares started to be
publicly traded in Borsa Istanbul (except
any capital increase to be made as result
of acquiring a company); not to take any
decision in this period that will lead to

a new rights offering or public offering
in the future, and thus not to make any
application to the Capital Markets Board
or Borsa Istanbul for such purpose; and
not to make any announcement about
making new rights offering or public
offering in the future.

Sabanci Holding Board of Directors has
unanimously decided to guarantee; not
to include - within the 180 days upon the
date AvivaSA shares started to be publicly
traded in Borsa Istanbul - the publicly
offered shares in a selling or public
offering that will increase the amount of
shares (other than those publicly offered)
in circulation; not to take any decision
and/or not to make any application

to the Capital Markets Board or Borsa
Istanbul, for such purpose; not to make
any announcement in this period about a
new selling or public offering.

Aviva Europe SE Board of Directors
guarantees; not to issue, publicly offer,
sell, sign a contract to sell, dispose of
via collateral or in any other manner

- within the 180 days upon the date
AvivaSA shares started to be publicly
traded in Borsa Istanbul - (i) its shares
in AvivaSA; or (ii) securities convertible
to company shares; or (iii) securities
that give rights to acquire Company
shares, warrants or share swaps that are
calculated by directly or indirectly taking



the price of the security as a reference,
forward transactions and options, and
securities or financial instruments like
depository receipts that give rights to
acquire Company shares; and not to
make any public announcements about
any matters like issuing, public offering,
selling or disposing.

As per the 8" Article of the CMB’s VII-
128.1 “Communique on Shares”, Sabanci
Holding and Aviva Europe SE have
separately guaranteed; not to sell in the
stock exchange - within one year upon
the date AvivaSA shares started to be
publicly traded in Borsa Istanbul - the
shares of Sabanci Holding and Aviva

Mustafa Firat  +90 216 6333333
Kuruca +90 216 6343569

firat.kuruca@avivasa.com.tr

Tugrul Gemici  +90 216 6333333
+90 216 6343569

tugrul.gemici@avivasa.com.tr

Within the framework of the investor
relations activities of a publicly

traded company, the aim is; to make
reliable, transparent, clear and correct
explanations to the investors on

suitable platforms about the corporate
performance and expectations, and to
correctly manage the expectations, and
to increase corporate reputation in the
eye of the investors, and to raise the stock
price. Investor Relations Unit informs
the existing and potential shareholders
without causing any information
inequality among the investors provided
that confidential information and trade
secrets are not disclosed. Within the
framework of the activities, questions
asked by the investors are accurately and
transparently announced.
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Europe SE in AvivaSA, below the public
offering price, and thus not to make

any transactions that will lead to selling
these shares in the stock exchange
below the public offering price; and

to make sure those who will purchase
shares outside the stock exchange will be
subject to the same restriction.

SECTION I - SHAREHOLDERS

Shareholder Relations Unit

Shareholder Relations Department
(Investor Relations Department) was
established within the Company. Contact
information and licenses of the person in
charge of the activities are given below.

Executive Vice
President-
Finance (CFO)

Cashand Fund Department

Management  Director Capital
Markets Activities
Advanced Level
License

Investor Corporate

Relations Governance Rating

Department Specialist License

Manager
Derivative
Instruments
License

Within this framework; the
responsibilities of the Department

is to determine suitable activities,
preparing action plans, and to carry out
and conduct activities, and to carry out
and develop efficient communication
with this purpose with individual and
corporate investors, intermediary firms’
sales teams, intermediary firms’ research
teams, investment banks. Necessary
action is taken to develop and update the
publicity documents of the Company.

The Department plays a facilitating
role in protecting and effectively using
shareholders’ rights.
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Using Shareholders’ Right to
Information

Shareholder relations and shareholders’
right to information are conducted

in Legal Compliance Department and
Investor Relations Department within
our Company.

Shareholder relations are directly
conducted by the above listed

persons serving under the Corporate
Governance Committee. Within this
scope, communication is facilitated
between the Board of Directors and the
shareholders.

Within the scope of using shareholders’
right to information, all information
other than trade secrets is shared with
the shareholders while they are given
first-hand information about the
strategies and activities.

Shareholders’ questions and requests
were answered by the Investor Relations
Department via phone calls, emails

and in one-on-one meetings. With this
purpose, information that would concern
the shareholders was announced on the
webpage within the scope of compulsory
disclosure processes.

Tugrul Gemici +90 216 6333333 Investor Relations tugrul.gemici@avivasa.com.tr

Osman {lhan  +90216 6333264 Legal Compliance ilhan.onurkaneavivasa.com.tr

Onurkan

General Assembly Meetings

Annual report, agenda items of the
ordinary General Assembly and the latest
version of the Articles of Association are
available for the Shareholders’ review at
our Company Headquarters beginning
from the date of the call made for the
General Assembly meeting.

Such information is also available on
http://www.avivasa.com.tr.

In the General Assembly announcement;
we pay attention to specify:

The meeting date and time, meeting
location, power of attorney sample, the
agenda, all necessary information about
the agenda items, the amendments to

the Articles of Association and new and
former versions of the consents received
from public authorities for the amended
articles (if any), the division making
the call for the meeting, the reasons for
postponing the meeting (if the meeting
is postponed) and sufficient meeting
quorum.

Within the scope of the General Assembly
voting procedures and principles, each
share (1 TL) is equivalent to one (1) vote.
Our shareholders may attend the General
Assembly meetings as well as being
represented by proxy. Open voting is
made at the General Assembly meetings
by show of hands method. Voting
procedures and principles are announced



to the Shareholders at the beginning of
the meetings.

Our General Assembly meetings are held
at the Company Headquarters facilitating
all our Shareholders to attend the
meeting. The number of total votes that
can be casted at the General Assembly is
limited to shareholders and is specified
in the list of attendants. Shareholders’
questions to the Board of Directors or to
the auditors are answered shareholders
in order to facilitate using shareholders’
rights provided that these questions

are necessary and are not interfering
with trade secrets. Chairman of the
General Assembly Council conducts the
meeting in a manner that will protect the
shareholders’ rights.

At the General Assembly, the agenda
items are voted one by one and
shareholders are informed about the
voting results.

2014 Ordinary General Assembly
Meeting:

In 2014, an Ordinary General Assembly
Meeting was held. The meeting was

held on the of March 28, 2014, with the
attendance of our Shareholders who
represent 99.68% (TL 35,663,611.50) of our
paid-in capital of TL 35,779,197.

Ads, regarding the call for the meeting,
that contain meeting date and time,
meeting location, power of attorney
sample, were published in Turkish Trade
Registry Gazette, Milliyet and Aksam
Newspapers.

Meeting information was sent to the
shareholders via registered mail with
return receipt.

At the Ordinary General Assembly

Meeting held on the of March 28, 2014;

our Shareholders unanimously accepted

the following issues:

« Opening and appointing the meeting
council,
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+ Authorizing the meeting council to
sign the meeting minutes,

« Presenting and negotiating 2013 Annual
Report of the Board of Directors,

 Presenting 2013 Auditor Reports,

 Presenting, negotiating and approving
2013 Financial Statements,

¢ Acquittance of the member of the Board
of Directors,

 Determining the way to use the
company'’s profit, and determining the
percentage of profit and dividends to be
distributed,

+ Determining the remunerations,
honorariums, bonuses and premiums
of the Members of the Board of
Directors,

+ Presenting the resigning members of
the Board of Directors and the new
members elected for their vacant
positions by the Board of Directors, to
the approval of the General Assembly,

+ Re-electing the members of the Board
of Directors whose term of office had
ended, and determining their term of
office,

* Electing the Auditor,

« Authorizing the members of the Board
of Directors to perform the transactions
specified in the Articles 395 and 396 of
the Turkish Code of Commerce.

2014 Extraordinary General Assembly
Meeting:

In 2014, an Extraordinary General
Assembly Meeting was held. The meeting
was held on the of October 16, 2014, with
the attendance of our Shareholders who
represent 99.67% (TL 35,660,709) of our
paid-in capital of TL 35,779,197.

Ads, regarding the call for the meeting,
that contain meeting date and time,
meeting location, power of attorney
sample, were published in Turkish Trade
Registry Gazette, Milliyet and Aksam
Newspapers.

Meeting information was sent to the
shareholders via registered mail with
return receipt.
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+ Though the corporate representative
ad as stipulated by the 428" Article
of the Turkish Code of Commerce
n0.6102, was published on the Turkish
Trade Registry Gazette n.8632 dated
of August 15, 2014 and on the Hiirses
Newspaper n.12969 dated of August 13,
2014, no one applied for the position
within the time limit specified in the
ad.

o The call for the meeting was made
within the specified time limit while
the meeting date and time was
declared via ads that were published -
containing the agenda as stipulated by
the law and the Articles of Association
- in the Turkish Trade Registry Gazette
n.8663 on the of September 29, 2014
and, in Milliyet Newspaper n.22357
on the of September 29, 2014 and
in Aksam Newspaper n.6553 on the
of September 29, 2014 and also via
registered mail with return receipt
sent to the Shareholders on the of
September 26, 2014.

« The meeting was held after checking
the list of attendants and seeing that
out of 3,577,919,700 shares each with
a par value of 1 Kurus equivalent
to Company’s total capital of TL
35,779,197.00; 3,566,361,150 shares
equivalent to TL 35,663,611.50 were
represented by proxy while 584,200
shares equivalent to TL 5,842 were
represented in person and that the
minimum meeting quorum stipulated
in the law and the Articles of
Association was present.

The decisions taken in the AvivaSA
Emeklilik ve Hayat A.$. Extraordinary
General Assembly Meeting held on the of
October 16, 2014 are as follows:

 As permitted by the Capital Markets
Board letter n.1756-8617 dated of
September 1, 2014, a unanimous
decision was taken to switch to the
Registered Capital System with the
TL 100,000,000 Upper Limit of the
Registered Capital of the Company.

« The Upper Limit of the Registered
Capital of the Company is TL
100,000,000 (hundred million Turkish
Liras), divided into 10,000,000,000
registered shares each with a par
value of 1 Kurus.

« Company’s issued capital is TL
35,779,197 (thirty-five million seven
hundred seventy-nine thousand one
hundred ninety-seven Turkish Liras)
divided into 3,577,919,700 registered
shares each with a par value of 1 KR
(one Kurus) and is fully paid in free of
collusion.

+ Asstipulated in the T.R. Ministry
of Customs and Trade General
Directorate of Domestic Trade
permission dated 11.09.2014, a
unanimous decision was taken
with the affirmative votes of the
shareholders vs the negative votes
representing shares of value TL
2,902.50; to make amendments to the
following Articles of the Articles of
Association: 3, 4, 6, 8, 9, 10, 12, 13, 15,
16, 17, 18, 20, 23, 26, 27, 28, 29, 30, 31,
32, 33, 34, 36, 37, 38, 39, 40 and 41, and
to exactly accept the new text.



AMENDMENTS TO THE ARTICLES OF
ASSOCIATION OF AVIVASA EMEKLILIK
VE HAYAT A.S.

FORMER VERSION

ARTICLE 3- Field of Business and
Purpose of the Company

Company’s purpose and field of business
are composed of the following activities;
within the framework of the “Individual
Pension Savings And Investment System
Law 1n.4632” and relevant legislation
provisions, making any type of life,
personal accident, death, invalidity,
retirement insurances, co-insurance,
reinsurance and retrocession transactions
regarding individual pension and life
insurances in and outside Turkey, and
According to the laws and relevant
provisions of the regulations in force
about regulating and auditing the
insurance business, dealing with any type
of insurance and reinsurance transactions
that are within the field of individual
pension and life insurance companies,
and participating in the related
insurance pools.

In order to achieve its aforementioned
purposes, the Company carries out
especially the following activities (but
not limited to them) provided that they
comply with the Law n.4632, other laws
and relevant legislation provisions in
force:

a) (This paragraph was removed from the
Articles of Association)

b) carrying out financial, commercial
and industrial activities necessitated by
the Company'’s field of business, within
the scope of the legislation in force,
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NEW VERSION

ARTICLE 3- Field of Business and
Purpose of the Company

Company carries out its activities in
compliance with the principles and rules
stipulated in the Individual Pension
Savings and Investment System Law
(Individual Pension Law), Insurance
Law, Turkish Code of Commerce, Capital
Markets Law and all other relevant
legislations.

Company’s purpose and field of business
are composed of the following activities;
within the framework of the Individual
Pension Law and relevant legislation
provisions, making any type of life,
personal accident, death, invalidity,
retirement insurances, co-insurance,
reinsurance and retrocession
transactions regarding individual
pension and life insurances in and
outside Turkey, and, in accordance

with the laws in force, dealing with

any type of insurance and reinsurance
transactions that are within the field of
individual pension and life insurance
companies, and participating in the
related pools.

In order to achieve its aforementioned
purposes, the Company may carry out
especially the following activities (but
not limited to them)

a) (This paragraph was removed from the
Articles of Association)

b) Provided that the provision n. 21/1

of the Capital Markets Law is reserved,
carrying out financial, commercial and
industrial activities necessitated by the
Company’s field of business within the
scope of the legislation in force,
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c) establishing all type of partnerships,
taking over (entirely or partially) the
enterprises that were established or will
be established, or buying and selling
(when necessary) the stocks and company
shares of the existing partnerships,

d) buying and selling any type of stocks
and bonds and in this manner the
domestic government bonds, treasury
bills and treasury security bonds that will
support the purpose and field of business
of the Company, and launching funds
within the scope of the Law n. 4632,
Capital Markets Law and the relevant
legislation provisions, and ensuring the
management of the portfolio generated
in these funds,

e) owning, renting, selling vehicles

and making any type of related legal
transactions,

f) lending money in exchange of life
insurance policies,

g) In order to achieve the issues
regarding the Company’s purpose and
field of business: getting any type of
long, medium, short term loans in
domestic and foreign markets; acquiring
immovable properties; alienating
immovable properties that were
acquired; creating mortgage or other real
and personal rights on them or on the
immovable properties of third parties;
discharging them; leasing them to

third parties fully or partially; creating
pledge on the Company’s or third parties’
movables or cancelling them; creating
commercial enterprise pledges on them,

c) establishing all type of partnerships,
taking over (entirely or partially) the
enterprises that were established or will
be established, or buying and selling
(when necessary) the stocks and company
shares of the existing partnerships,

d) buying and selling any type of stocks
and bonds and in this manner the
domestic government bonds, treasury
bills and treasury security bonds that
will support the purpose and field of
business of the Company, and launching
funds within the scope of the Individual
Pension Law, Capital Markets Law and
the relevant legislation provisions,

and ensuring the management of the
portfolio generated in these funds,

e) owning, renting, selling vehicles

and making any type of related legal
transactions,

f)lending money in exchange of life
insurance policies,

g) In order to achieve the issues
regarding the Company’s purpose and
field of business: getting any type

of long, medium, short term loans

in domestic and foreign markets;
acquiring immovable properties;
alienating immovable properties that
were acquired; within the scope of the
Capital Markets legislation and the limits
specified in the legislation, creating
mortgage or other real and personal
rights on them or on the immovable
properties of third parties; discharging
them; leasing them to third parties
fully or partially; creating pledge on the
Company’s or third parties’ movables or
cancelling them; creating commercial
enterprise pledges on them,



h) taking over or if necessary handing
over (transferring) insurance portfolios
-regarding individual pension and

life insurances - of the national or
international insurance and reinsurance
organizations,

i) regarding the Company’s purpose and
field of business; carrying out any type
of training, research & development and
project activities, getting advantage

of technologies, collaborating with
domestic and foreign corporations,
attending fairs, exhibitions and
meetings,

j) giving support and making aids and
donations to the foundations established
with social purposes, to the associations
and educational institutions,
universities and other entities, and
being the member of foundations and
associations.

ARTICLE 4: Company Headquarters and
Branches

The Company headquarters is in
Istanbul, Umraniye. Its address is:

Saray Mahallesi, Dr. Adnan Biiyiikdeniz
Caddesi, No:12, Umraniye-Istanbul.

In case of an address change, the new
address is registered in the trade registry
and published in the Turkish Trade
Registry Gazette. Moreover, Ministry of
Industry and Trade is informed about
this change. The notification made to
the registered and announced address

is considered as if it is made to the
Company. Even though the Company has
abandoned the registered and announced
address but did not make the registration
of its new address within the legitimate
period, this condition is considered as
the dissolution of the Company.

Regional directorates may open
branches or representative agencies
in and outside the country provided
that the notification is made to the
Undersecretariat of Treasury and the
Ministry of Industry and Trade by the
Company. Before opening a branch or
a representative agency, the Company
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h) taking over or if necessary handing
over (transferring) insurance portfolios
-regarding individual pension and

life insurances - of the national or
international insurance and reinsurance
organizations,

i) regarding the Company’s purpose and
field of business; carrying out any type
of training, research & development and
project activities, getting advantage

of technologies, collaborating with
domestic and foreign corporations,
attending fairs, exhibitions and
meetings,

j) giving support and making aids and
donations to the foundations established
with social purposes, to the associations
and educational institutions,
universities and other entities, and
being the member of foundations and
associations.

ARTICLE 4- Company Headquarters and
Branches

The Company headquarters is in
Istanbul, Umraniye. Its address is:

Saray Mahallesi, Dr. Adnan Biiylikdeniz
Caddesi, No:12, Umraniye-Istanbul.

In case of an address change, the

new address is registered in the trade
registry and published in the Turkish
Trade Registry Gazette and on the
Company website. Moreover, Ministry
of Customs and Trade, Undersecretariat
of Treasury, and Capital Markets Board
are informed about this address change.
The notification made to the registered
and announced address is considered

as if it is made to the Company. Even
though the Company has abandoned the
registered and announced address but
did not make the registration of its new
address within the legitimate period,
this condition is considered as the
dissolution of the Company.

Regional directorates may open
branches or representative agencies
in and outside the country provided
that the notification is made to the
Undersecretariat of Treasury and the
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informs the Undersecretariat of
Treasury regarding their address, the
names, educational status and working
experiences of the managers who have
representation authority.

ARTICLE 6- Capital

Company’s capital that was fully paid-
in is TL 35.779.197 (thirty five million
seven hundred seventy nine thousand
one hundred ninety seven).This capital
was divided into 3.577.919.700 registered
shares each with a par value of 1.-Kurus
(one Kurus).

The shares were divided into two groups
as“A” and “B”.

The 1.794.884.262 of 3.577.919.700
shares constitutes Group A shares and
1.783.035.438 of 3.577.919.700 shares
constitutes Group B shares. The shares
are registered shares.

The distribution of the capital between
shareholders is showed below.

Title of the

Shareholder/

Name and (A) Group  (B) Group
Surname Shares (TL) Shares (TL)
H.0. Sabana 17,830,354.38

Holding A.S.

Aviva Europe SE 17,830,354.38
Other 118,488.24

Total 17,948,842.62 17,830,354.38

Ministry of Customs and Trade by the
Company. Before opening a branch or

a representative agency, the Company
informs the Undersecretariat of
Treasury regarding their address, the
names, educational status and working
experiences of the managers who have
representation authority.

ARTICLE 6- Capital

The Company accepted the registered
capital system according to the
provisions of the Law and adopted the
registered capital system with the Capital
Markets Board’s permission (n.1756/8617)
given on the 1% of September 2014.

The Upper Limit of the Registered
Capital of the Company is TL 100,000,000
(hundred million Turkish Liras), divided
into 10,000,000,000 registered shares
each with a par value of 1 Kurus.

The permission given by the Capital
Markets Board for the upper limit of

the registered capital is valid between
the years, 2014-2018 (for 5 years). Even
though the allowed upper limit of the
registered capital is not reached at the
end of 2018, for the Board of Directors

to take a capital increase decision after
2018; provided that the permission is
obtained from the Capital Markets Board
for the previously allowed upper limit or
for a new upper limit amount, the Board
of Directors must be authorized by the
General Assembly for a new period. The
Company may leave the registered capital
system by getting permission from the
Capital Markets Board.



ARTICLE 6a- Voting Agreements

Each shareholder shall vote in the
Company’s General Assembly and
Board of Directors meetings in full
compliance with the Company’s Articles
of Association, and in accordance with
the laws in force, shall ensure that his/
her representatives, assignees, proxies
vote in this manner, and the rights
granted to the Group A and B Shares are
not violated.

ARTICLE 6b- Restrictions on Transfer of
Shares

Group A shareholders, without having
the approval of the majority of the
Group B shareholders and Croup B
shareholders, without having the
approval of the majority of the Group

A shareholders, shall not transfer their
shares and the rights, collaterals,
options, equity securities or other
securities of these shareholders.

The transfer of shares and the transfer of
shareholders’ rights, collaterals, options,
equity securities or other securities that
are not made in compliance with the
provisions of this Articles of Association
shall not be valid.

The following expression shall be added
on all stocks representing the shares;
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The Board of Directors of the Company
has the power to issue shares above or
below their par values and to restrict the
rights of the shareholders to purchase
new shares.

Company’s issued capital is TL 35,779,197
(thirty-five million seven hundred
seventy-nine thousand one hundred
ninety-seven Turkish Liras) divided into
3,577,919,700 registered shares each with
a par value of 1 Kurus (one Kurus).

The Company shares are kept and tracked
by the Central Registry Agency (MKK) as
dematerialized shares.

ARTICLE 6a- Voting Agreements
This Article was repealed.

ARTICLE 6b- Restrictions on Transfer of
Shares
This Article was repealed.
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PROHIBITION OF TRANSEER: THE
SHARES THAT ARE REPRESENTED
WITH THIS STOCK ARE SUBJECT TO
THE RESTRICTIONS ON TRANSFER OF
SHARES INCLUDED IN THE COMPANY'’S
ARTICLES OF ASSOCIATION.

In cases stipulated by the Law n. 4632 and
relevant legislation, the transfer of share
is subject to the consent of the relevant
ministry.

ARTICLE 6¢- Transfer to the Affiliated
Persons

As an exception to the aforementioned
6b provisions; Group A or B shareholders
are free to transfer their shares, in

any manner, directly or indirectly by
means of one or more intermediary to
themselves or to persons they control/
they are controlled by or to persons
controlled together with them (Affiliated
Person), or to another shareholder of

the Company; however i) this Affiliated
Person must accept and declare in
writing that; he/she shall be part of the
existing agreements between Group

A and B shareholders and that the
provisions and terms & conditions of
these agreements shall be binding for
him/her and ii) this Affiliated Person
must always continue to be the affiliated
person of the transferor shareholder even
after the transfer.

In case the transferee (Affiliated Person)
loses the specialty of being the Affiliated
Person of the transferor shareholder,
he/she shall return the related group
shares and thus, the transferor or his/her
Affiliated Persons will be in possession of
the related shares.

ARTICLE 6¢- Transfer to the Affiliated
Persons
This Article was repealed.



ARTICLE 6d- Prohibition of Lien

Group A Shareholders and Group B
Shareholders shall not directly or
indirectly put any of their shares under
lien without having each other’s written
approval in prior.

ARTICLE 6e- Not Registering in the
Company Share Ledger

In order to not to register share transfers
or liens - that were made contrary to

the 6b, 6¢c and 6d Articles of the Articles
of Association - to the share ledger, the
Board of Directors takes the necessary
decisions and may not make the registry
if the terms of the mentioned articles are
not met.

ARTICLE 8- Issuance of Various type of
Securities

In compliance with the provisions

of the Law n. 4632, Turkish Code of
Commerce, Capital Markets Law and
other legislations in force; the Company
may issue any type of bonds, commercial
bills, profit and loss sharing certificates,
and any type of securities or valuable
papers that will be accepted by the
Capital Markets Board, in order to be sold
to the natural and juridical persons in
and outside the country.
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ARTICLE 6d- Prohibition of Lien
This Article was repealed.

ARTICLE 6e- Not Registering in the
Company Share Ledger
This Article was repealed.

ARTICLE 8- Issuance of Debt Securities
Granting The Right To Purchase or
Exchange

Within the scope of the provisions of
the Turkish Code of Commerce, Capital
Markets Law, Individual Pension Law,
insurance legislation and other relevant
legislations; in order to be sold to natural
and/or juridical persons in and outside
the country, the Company may issue
bonds, and debt securities granting the
right to purchase or exchange.

General Assembly has the power to issue
bonds, and debt securities granting the
right to purchase or exchange.

Regarding the limits of issuable bonds,
and securities granting the right to
purchase or exchange, the provisions of
the Capital Markets Law and the relevant
legislation are applicable.

Full payment must be made in cash for
debt securities at the time of delivery.

Unless the issued bonds and other
securities granting the right to purchase
are entirely sold or unless the unsold
ones are cancelled, the Company cannot
issue same type of capital market
instruments such as other bonds, and
securities granting the right to purchase.
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ARTICLE 9- The Board of Directors

The Company will be governed by the
Board of Directors that is composed

of 7 (seven) members. Three (3) of the
members of the Board of Directors will

be elected from among the candidates
nominated by the majority of Group A
shareholders (“Croup A Member”) while
three (3) of them will be elected from
among the candidates nominated by the
majority of Group B shareholders (“Group
B Member). The other one (1) member
will be jointly nominated by the Group A
and Group B shareholders and will be the
General Manager after being elected. This
person will be a member neither in Group
Amnor in Group B.

The General Manager will conduct daily
affairs of the Company and work for
the benefit of the Company not for the
benefit of any group shares.

The Chairman of the Board of Directors

is nominated by the majority of Group A
shareholders (provided that the consent
of the Croup B shareholders is obtained)
and Vice Chairman of the Board of
Directors is nominated by the majority of
Group B shareholders (provided that the
consent of the Group A shareholders is
obtained). Both of them are appointed by
the Board of Directors.

Group A Shareholders and Group B
Shareholders accept to take any type

of action to ensure the election of the
members who are nominated pursuant
to this Article to the membership of the
Board of Directors. Each of the Group A
shareholders and Group B shareholders
shall not vote for the decision, regarding

ARTICLE 9- The Board of Directors

The Company will be conducted by a
Board of Directors composed of eleven (11)
members. Two (2) members of the Board
of Directors are independent members;
the numbers and qualifications of the
independent members who will take
charge in the Board of Directors and of
the non-executive members of Board of
Directors are determined according to the
Capital Markets Board’s regulations on
Corporate Governance Principles.

As per the Individual Pension Law,

the General Manager, being a natural
member of the Company Board of
Directors, conducts daily Company
affairs. The Chairman of the Board of
Directors and the Vice Chairman of the
Board of Directors are appointed by the
Board of Directors.

Members of the Board of Directors are
elected for a maximum period of three (3)
years. A member whose term of office is
completed can be reelected. If a member
position becomes vacant in the Board of
Directors, for that vacant position the
Board of Directors will elect a temporary
member who will serve till the next
General Assembly that will be held and
be submitted to the approval of the
General Assembly. The member approved
by the General Assembly will complete
the remaining term of office of his/

her predecessor who caused the vacant
position. In case an independent member
loses his/her independency, resigns or
becomes unable to serve, procedures
stipulated in the Capital Markets Board
regulations are applied.



the decision about the dismissal of the
candidate nominated by other Group’s
shareholders, unless such dismissal

is requested by the other Group’s
shareholders.

The members of the Board of Directors
are elected with terms of office for
maximum three (3) years.

The re-election of the member after

the expiration of his/her term of office
is possible. If one of the membership
position in the Board of Directors
becomes vacant, the Board of Directors
will appoint a person -who will be
nominated by the shareholders group
that appointed the member who

leaves his/her position- as a temporary
member. The Board of Directors will
make this temporary assignment
immediately after receiving the related
shareholder’s written request specifying
the identity of the person who will be
temporarily appointed. The member
who was appointed in this manner,
continues to perform his/her tasks until
the next General Assembly. In case
his/her assignment is approved by the
General Assembly, then he/she completes
the term of office of his/her predecessor.
If the Board of Directors is informed on
the issue that one of the members of
the Board of Directors who represents a
juridical person is discharged, then this
member shall be considered “resigned”
from the Board of Directors. In this
situation, the Board of Directors will
appoint a new member among the
candidates nominated by this juridical
person.

The meeting quorum of the Board

of Directors is maintained with the
presence of the five (5) members of the
Board of Directors; however, at least one
(1) member must be the Group A member
and one (1) member must be the Croup B
member. For the validity of the Board of
Directors’ decisions, at least one (1) Group
A member and one (1) Group B member
must cast affirmative votes.
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The Board of Directors meeting quorum
isreached with the attendance of eight
(8) members and the Board of Directors
decisions are taken by the affirmative
votes of minimum eight (8) members.

The Company Board of Directors
meetings are held in conformity with
the Turkish Code of Commerce and the
Articles of Association of the Company.
Board of Directors meetings are held at
the Company Headquarters or at any
location in or outside Turkey that will be
accepted by the Board of Directors.

The meetings of the Board of Directors
will be in English. The official meeting
minutes and decisions of the Board of
Directors will be prepared and kept in
Turkish. The English translations of
the meeting minutes and the decisions
will be kept in a separate minute book
of the Company. If the draft decision is
presented in writing to each member of
the Board of Directors and each member
submits his/her concurrence in writing
for this decision then the Board of
Directors may take a decision without
making a meeting.

The Board of Directors will undertake full
responsibility of the Company and have
full control and power on the Company.
The Board of Directors will have full
authority to take decisions on any issues
except the ones that are explicitly left to
the authority of the General Assembly
as per the regulations of this Articles

of Association and/or the legislation.
Moreover, the Board of Directors will
have full authority to determine policies
on any issue regarding Company affairs.

Each shareholder accepts that he/she will
use its shareholder rights in compliance
with the provisions of this Articles of
Association and to the extent allowed

by the laws; he/she will ensure that, no
transaction will be performed on any
issue specified below or on any issue left
especially to the decision of the Board

of Directors (‘Reserved Issue”), and the
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The Board of Directors convenes when
necessary with the aim of fulfilling its
duties pursuant to the Turkish Code of
Commerce and Company’s Articles of
Association. Any member of the Board of
Directors may call the Board of Directors
for the meeting any time. The meetings
are made at the Company Headquarters
or at any location, in and outside Turkey,
that will be accepted by the Board of
Directors.

The meetings of the Board of Directors
will be in English. The official meeting
minutes and decisions of the Board of
Directors will be in Turkish. The English
translations of the meeting minutes and
the decisions will be kept in a separate
minute book of the Company. If the
draft decision is presented in writing to
each member of the Board of Directors
and each member submits his/her
concurrence in writing for this decision
then the Board of Directors may take a
decision without making a meeting.

The Board of Directors will undertake full
responsibility of the Company and have
full control and power on the Company.
The Board of Directors will have full
authority to take decisions on any issues
except the ones that are explicitly left to
the authority of the General Assembly
as per the regulations of this Articles

of Association and/or the legislation.
Moreover, the Board of Directors will
have full authority to determine policies
on any issue regarding Company affairs.

Each shareholder accepts that he/she will
use its shareholder rights in compliance
with the provisions of this Articles of
Association and to the extent allowed

Company managers and employees will
not perform such transactions, without
obtaining the preliminary approval of the
Board of Directors.

The Reserved Issues are composed of the
following; (unless privately decided by
the Board of Directors, no one shall be
authorized related to these issues.)

(i) Including the retirement, incentive
and bonus plans, assignment of the
General Manager and the managers
reporting to the General Manager, their
dismissals and remunerations.

(ii) Decisions on; making objection
regarding a material matter or a lawsuit
with a regulatory Authority; making
payment or coming into an agreement;
sending any letter to a regulatory
Authority (out of the ordinary work flow)
or making application; or communicating
with a regulatory Authority.

(iii) Making significant changes on the
general business model of the Company
(for example; demerging of company).
(iv) Approving the strategic plans and
annual budget.

(v) Financial guarantee or performance
guaranteed products.

(vi) Reinsurance transactions.

(vii) Making transactions with the
Associated Companies with an amount
of more than USD 50,000 (or, equivalent
amount at another currency).

(viii) Termination of the agency
agreement between Akbank T.A.$. and
our Company.

(ix) (i) making agreements or
arrangements exceeding 36 months or
(ii) making agreements or arrangements
with a total amount of more than USD



by the laws; he/she will ensure that, no
transaction will be performed on any
issue specified below or on any issue left
especially to the decision of the Board
of Directors (‘Reserved Issue”), and the
Company managers and employees will
not perform such transactions, without
obtaining the preliminary approval of
the Board of Directors.

The Reserved Issues are composed of the
following; (unless privately decided by
the Board of Directors, no one shall be
authorized related to these issues.)

(i) Including the retirement, incentive
and bonus plans, assignment of the
General Manager and the managers
reporting to the General Manager, their
dismissals and remunerations.

(ii) Decisions on; making objection
rejection regarding a material matter
before a regulatory Authority; making
payment or coming into an agreement;
sending any letter to a regulatory
Authority (out of the ordinary work
flow) or making application; or
communicating with a regulatory
Authority.

(iii) Making significant changes on the
general business model of the Company
(for example; demerging of company)
(iv) Approving the strategic plans and
annual budget.

(v) Financial guarantee or performance
guaranteed products.

(vi) Reinsurance transactions.

(vii) Making transactions with the
Associated Companies with an amount
of more than USD 50.000 (or, equivalent
amount at another currency).

(viii) Termination of the agency
agreement -that was signed on 8% of
June 2007 between Akbank T.A.S. and
our Company -due to breach of the
agreement by Akbank T.A.S.

(ix) (i) making agreements or
arrangements exceeding 36 months or
(ii) making agreements or arrangements
with a total amount of more than USD
50.000 (or, equivalent amount at another
currency).
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50,000 (o1, equivalent amount at another
currency).

(x) Giving financial commitments or
making expenditures more than USD
50,000 (or, equivalent amount at another
currency).

(xi) Issues regarding; taking over,
demerging or Company’s expansion

or proposals related to full or partial
liquidation of Company affairs.

(xii) Changing the Brands and Strategies.
(xiii) Proposals that have an important
impact on the capital requirements of
the Company and/or that include any
changes on the equity of the Company.
(xiv) Making arrangements with

third parties or Associated Companies
regarding commission.

(xv) Proposals of the Marketing
Committee.

(xvi) Proposals for dividend payment

or for the change of profit distribution
policy.

(xvii) Proposals for capital increase
within the upper limit of the registered
capital or for capital increase or decrease
out of the upper limit of the registered
capital.

(xviii) Changing the Company’s donation
policy.
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(x) Giving financial commitments or
making expenditures more than USD
50.000 (or, equivalent amount at another
currency).

(xi) Issues regarding; taking over,
demerging or Company’s expansion.

(xii) Changing the Brands and Strategies.
(xiii) Proposals that have an important
impact on the capital requirements of the
Company.

(xiv) Making arrangements with third
parties regarding commission.

(xv) Proposals of the Marketing
Committee.

Each Croup Shareholder ensures that the
Company is governed, in full compliance
with this Articles of Association, by the
Board of Directors’ members who were
elected from among their candidates

or by the members who were elected in
order to represent their own shares.

ARTICLE 10- Appointing a Manager

As per the relevant article of the Turkish
Code of Commerce; if deemed necessary,
the Board of Directors may appoint a
manager or managers for the execution
stage of the Company affairs for a period
exceeding its term of office.

Even though they are employed with
titles such as; general manager, assistant
general manager, audit Board member
etc., persons who work in an equivalent
position with assistant general manager,
or other managers who work in higher
positions with signing authority, must
possess the requisite qualifications
stipulated in the Law n. 4632 and
relevant legislation. The information and
documents stipulated in the legislation

ARTICLE 10- Appointing a Manager

As per the relevant article of the Turkish
Code of Commerce; if deemed necessary,
the Board of Directors may appoint a
manager or managers for the execution
stage of the Company affairs for a period
exceeding its term of office.

Even though they are employed with
titles such as; general manager, assistant
general manager, audit Board member
etc., persons who work in an equivalent
position with assistant general manager,
or other managers who work in higher
positions with signing authority, must
possess the requisite qualifications
stipulated in the Individual Pension Law,
Capital Markets Law, Insurance Law and
relevant legislation. The information and



are sent to the Undersecretariat
of Treasury before performing the
transactions for appointing these people.

ARTICLE 12- Governance of the
Company, Representation Authority
and Its Limits

The Board of Directors has the power to
govern and represent the Company.

As per the 370 (2) Article of the Turkish
Code of Commerce, the Board of
Directors may leave its representation
authority to the executives who are
the members of the Board of Directors
and/or to the executive members and/
or to the managers who are not the
members of the Board of Directors. The
remunerations of these persons are
determined by the Board of Directors.

As per the 367™ Article of the Turkish
Code of Commerce, management affairs
may be transferred, partially or entirely,
to the “executive members” who are the
members of the Board of Directors or to
the “management”, with an internal
directive. The “Management” expresses a
team composed of the general manager,
assistant general managers and
managers as well as other persons with
various similar titles, apart from the
Board of Directors.

Non-transferrable duties and powers
stipulated in the 375" Article and in the
other articles of the Turkish Code of
Commerce, are reserved.

ARTICLE 13- Board of Directors’
Meetings

Every year, the members of the Board

of Directors select a chairman and

a deputy chairman who will be the
acting chairman in the absence of the
chairman. The General Manager and
his/her deputy in his/her absence are
the natural members of the Board of
Directors. Meeting dates and agenda

are determined by the chairman or
deputy chairman. The Board of Directors
convenes as necessitated by the company
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documents stipulated in the legislation
are sent to the Undersecretariat

of Treasury before performing the
transactions for appointing these people.

ARTICLE 12- Governance of the
Company and Representation Authority
The Board of Directors has the power to
govern and represent the Company.

As per the 370 (2) Article of the Turkish
Code of Commerce, the Board of
Directors may leave its representation
authority to the executives who are
the members of the Board of Directors
and/or to the executive members and/
or to the managers who are not the
members of the Board of Directors. The
remunerations of these persons are
determined by the Board of Directors.

As per the 367™ Article of the Turkish
Code of Commerce, management affairs
may be transferred, partially or entirely,
to the “executive members” who are the
members of the Board of Directors or to
the “management”, with an internal
directive. The “Management” expresses a
team composed of the general manager,
assistant general managers and
managers as well as the other persons
with various similar titles.

Non-transferrable duties and powers
stipulated in the 375™ Article and in the
other articles of the Turkish Code of
Commerce, are reserved.

ARTICLE 13- Board of Directors’
Meetings

Every year, the members of the Board

of Directors select a chairman and

a deputy chairman who will be the
acting chairman in the absence of the
chairman. The General Manager and
his/her deputy in his/her absence are
the natural members of the Board of
Directors. Meeting dates and agenda

are determined by the chairman or
deputy chairman. The Board of Directors
convenes as necessitated by the company
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affairs upon the chairman’s or deputy
chairman’s call for the meeting. The
meeting date is determined with the
decision of the Board of Directors.

In case, the chairman or the deputy
chairman doesn’t not call the Board

of Directors for the meeting upon the
written request of one of the members,
then the members will have the right to
make a call for the meeting ex-officio.
Unless one of the members make a
request for a meeting, the decision of the
Board of Directors can be taken by means
of getting the written approvals of the
other members for another member’s
proposal regarding a certain issue.

ARTICLE 15- Signature Format of
the Persons Having Representation
Authority

Board of Directors has the power to
govern and represent the Company
against third parties.

For all documents and agreements

that will be arranged to be valid, they
must contain the signatures -under the
Company’s trade name - of two persons
having signing authority.

Persons having signing authority and
their levels are determined, registered
and announced with the Board of
Directors resolution. The provisions of
the Law n.4632 and relevant legislation
are applicable on this issue.

affairs upon the chairman’s or deputy
chairman’s call for the meeting. The
meeting date is determined with the
decision of the Board of Directors.

In case, the chairman or the deputy
chairman doesn’t not call the Board

of Directors for the meeting upon the
written request of one of the members,
then the members will have the right to
make a call for the meeting ex-officio.

Unless one of the members make a
request for a meeting, the decision of the
Board of Directors can be taken by means
of sending the written proposal made by
one of the members regarding a certain
issue to the other members and getting
the written approvals of the members for
this written proposal, in accordance with
the decision quorum included in the gt
Article of this Articles of Association.

ARTICLE 15- Signature Format of
the Persons having Representation
Authority

Board of Directors has the power to
govern and represent the Company
against third parties.

For all documents and agreements

that will be arranged to be valid, they
must contain the signatures -under the
Company’s trade name - of two persons
having signing authority.

Persons having signing authority

and their levels are determined,
registered and announced with the
Board of Directors Resolution. Related
officials must obey the provisions of
the Individual Pension Law and other
relevant legislations.



ARTICLE 16- Duties of the Board of
Directors

In order to achieve the purpose and

field of business of the Company,

the Board of Directors has the power

to perform any type of ordinary and
extraordinary transaction by itself

on behalf of the Company or it may
assign commercial representatives and
commercial deputies and may dismiss
them when necessary. In order to achieve
the purpose and field of business of

the Company; Board of Directors may
open branches, representative agencies,
offices, agencies, and on behalf of the
Company, may acquire and construct
immovable properties, may acquire
various type of movables, may acquire,
alienate the acquired immovable and
movable properties, valuable papers and
other rights for the properties or may
restrict them with a right in rem, or may
perform other legal transactions, or may
take or give any type of real and personal
guarantees. Moreover, not limited

with the aforementioned, the Board of
Directors has the power to take decisions
about all activities and transactions that
must be performed except the ones that
were left to the authority of the General
Assembly with the provisions of the
Turkish Code of Commerce or with this
Articles of Association.

Board of Directors is authorized for
getting secured or unsecured loans,
giving loans, making agreements and
for arbitration, waiver, acceptance and
acquaintance on behalf of the Company.
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ARTICLE 16- Duties of the Board of
Directors

In order to achieve the purpose and

field of business of the Company,

the Board of Directors has the power

to perform any type of ordinary and
extraordinary and legal transactions by
itself on behalf of the Company or it may
assign commercial representatives and
commercial deputies and may dismiss
them when necessary. In order to achieve
the purpose and field of business of

the Company; Board of Directors may
open branches, representative agencies,
offices, agencies, and on behalf of the
Company, may acquire and construct
immovable properties, may acquire
various type of movables, may acquire,
alienate the acquired immovable and
movable properties, valuable papers

and other rights for the properties, or in
accordance with the regulations of the
Capital Markets Board, may restrict them
with a right in rem or may perform other
legal transactions, or may take or give
any type of real and personal guarantees.
Moreover, not limited with the
aforementioned, the Board of Directors
has the power to take decisions about all
activities and transactions that must be
performed except the ones that were left
to the authority of the General Assembly
with the Turkish Code of Commerce or
with this Articles of Association. Within
the scope of the limits stipulated in the
Capital Markets legislation, Turkish Code
of Commerce and the legislation, Board
of Directors is authorized for getting
secured or unsecured loans, giving loans,
making agreements and for arbitration,
waiver, acceptance and acquittance on
behalf of the Company.
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ARTICLE 17- Board of Directors’
Remuneration

The amount of the honorarium and
remuneration of the members of the
Board of Directors are determined by the
General Assembly.

ARTICLE 18- Audit

Company is audited by an auditor who
is elected by the General Assembly every
year from among the persons who have
the qualifications stipulated in the
provisions of the Law n.4632 and the
Turkish Code of Commerce.

The auditor is published in the Turkish
Trade Registry Gazette and the website.
The auditor is discharged from his
position according to the provisions

of the Turkish Code of Commerce. The
provision of the 399 (2) Article of the
Turkish Code of Commerce is reserved.

The provisions of the related articles

of the Law n.4632 and Turkish Code of
Commerce are applied regarding the
auditor’s tasks and responsibilities and
other related issues.

ARTICLE 17- Board of Directors’
Remuneration

The amount of the honorarium and
remuneration of the members of the
Board of Directors are determined by the
General Assembly. While determining
the remuneration and the payments of
the independent members of the Board of
Directors, payment plans based on profit,
stock options or Company performance,
are not used.

ARTICLE 18- Audit

Company is audited by an auditor who

is elected by the General Assembly every
year from among the persons who have
the qualifications stipulated in the
provisions of the Individual Pension
Law, Capital Markets legislation and
Turkish Code of Commerce. The auditor is
published in the Turkish Trade Registry
Gazette and on the website of the
Company. The auditor is discharged from
his position according to the provisions
of the Turkish Code of Commerce. The
provision of the 399 (2) Article of the
Turkish Code of Commerce is reserved.

The provisions of the related articles

of the Law n.4632 and Turkish Code of
Commerce are applied regarding the
auditor’s tasks and responsibilities and
other related issues.

Regarding the auditing of the Company,
the regulations of the Capital Markets
Board are reserved.



ARTICLE 20- General Assembly
General Assembly of the Company
convenes in accordance with the
provisions of this Articles of Association
and Turkish Code of Commerce. All
shareholders, including the opponents
and the ones who are not present in the
meeting are bound by the decisions of
the General Assembly.

General Assembly convenes ordinarily
and extraordinarily. Ordinary General
Assembly meetings will be held at the
Company headquarters or at another
location that will determined by

the Company’s Board of Directors in
compliance with the related Laws,
within maximum three (3) months after
the end of the Company’s activity period
and at least once a year.

In the Ordinary General Assembly
meetings, the shareholders discuss

and resolve the issues stipulated in

the 409t article of the Turkish Code

of Commerce. Extraordinary General
Assembly meetings are held at any time
as necessitated by the Company affairs.

ARTICLE 23- Informing the Related
Authorities about the Meetings and
Presence of the Ministry Commissary
Related authorities are informed about
the Ordinary and Extraordinary General
Assembly Meetings. A copy of the agenda
and the relevant information must be
sent to the relevant authorities. The
ministry commissary must be present
in all meetings. Decisions that will

be taken in the meetings held in the
absence of the commissary will be null
and void. In case deemed necessary, the
Undersecretariat of Treasury may send a
representative to the Company’s General
Assembly.
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ARTICLE 20- General Assembly

General Assembly of the Company
convenes in accordance with the
provisions of this Articles of Association,
the Capital Markets legislation and

the Turkish Code of Commerce. All
shareholders, including the opponents
and the ones who are not present in the
meeting are bound by the decisions of
the General Assembly.

General Assembly convenes ordinarily
and extraordinarily. Ordinary General
Assembly meetings will be held at the
Company headquarters or at another
location that will determined by

the Company’s Board of Directors in
compliance with the related Laws,
within maximum three (3) months after
the end of the Company’s activity period
and at least once a year.

In the Ordinary General Assembly
meetings, the shareholders discuss

and resolve the issues stipulated in

the 409t article of the Turkish Code

of Commerce. Extraordinary General
Assembly meetings are held at any time
as necessitated by the Company affairs.

ARTICLE 23- Informing the Related
Authorities about the Meetings and
Presence of the Ministry Representative
The notification is made to the relevant
Authorities regarding Ordinary and
Extraordinary General Assembly
Meetings via the Public Disclosure
Platform including the website of the
Company. A copy of the agenda and the
relevant information must be sent to

the relevant authorities. The ministry
representative must be present in all
meetings. Decisions that will be taken
in the meetings held in the absence of
the ministry representative will be null
and void. In case deemed necessary, the
Undersecretariat of Treasury and Capital
Markets Board may send a representative
to the Company’s General Assembly.
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ARTICLE 26- Attending General
Assembly Meetings

Provided that they are registered in the
share ledger, the shareholders willing
to attend the General Assembly meeting
must get their entrance card by handing
over their shares to the Company or to
the other places that will be shown by
the Company and by making application
to the General Directorate maximum 1
week prior to the meeting date. In case
meeting quorum cannot be reached at
the first meeting, these cards will be
valid also in the second meetings.

ARTICLE 27- General Assembly Session
The chairman or deputy chairman of

the Board of Directors and in case these
persons are absent, another person who
will be selected by the General Assembly
will chair the General Assembly meeting.

ARTICLE 26- Attending General
Assembly Meetings

Shareholders who have the right to
attend the Company’s General Assembly
meetings can also attend these meetings
via electronic platform as per the Article
1527 of the Turkish Code of Commerce.
As per the provisions of the Regulation
on “General Assemblies to be held in

and Electronic Platform at the Joint-
Stock Companies”, the Company may
decide to establish the Electronic General
Assembly Meeting System or to purchase
services from the systems established for
this purpose that will enable the right-
holders to attend the meetings, present
their opinions and cast their votes in an
electronic platform. In all the General
Assembly meetings that will be held, the
Company ensures that the right-holders
and their representatives use their rights
-that are specified in the provisions of
the mentioned Regulation -through

the system installed pursuant to this
provision of the Articles of Association

or the system from which the support
service will be received.

Shareholders may be represented in
the General Assemblies of the Company
by other shareholders or third parties
in compliance with the Capital
Markets Board’s regulations regarding
“Representation by Proxy”.

ARTICLE 27- General Assembly Session
The chairman or deputy chairman of

the Board of Directors and in case these
persons are absent, another person

who will be selected by the Board of
Directors will chair the General Assembly
meetings.



The Chairman founds the meeting
council by determining the clerk and the
vote collector (if deemed necessary).
After each General Assembly meeting,
General Assembly meeting minutes will
be translated into English as soon as
possible and these translations will be
kept in a separate minute book of the
Company.

ARTICLE 28- Voting Methods in General
Assemblies

Open voting is made at the General
Assembly meetings by show of hands
method.

ARTICLE 29- Provisions That Will Be
Applied in General Assembly Meetings
Unless the imperative provisions of the
Turkish Code of Commerce explicitly
order the opposite, the meeting quorum
will be considered reached in any

General Assembly meeting when the
shareholders in possession of at least
seventy five percent (75%) of the Company
capital are present personally or when
they are duly represented. The decisions
will be taken with the affirmative

votes of the shares representing at least
seventy five percent (75%) of the Company
capital.

Meeting and decision quorums in the
next General Assembly meeting that will
be held with the same agenda, will be as
specified in the above paragraph.

The aforementioned meeting and
decision quorums will be applied to the
matters that must be decided by the
shareholders as per the provisions of the
Turkish Code of Commerce or other laws.
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The Chairman founds the meeting
council by determining the clerk and the
vote collector (if deemed necessary).

After each General Assembly meeting,
General Assembly meeting minutes will
be translated into English as soon as
possible and these translations will be
kept in a separate minute book of the
Company.

ARTICLE 28- Voting Methods in General
Assemblies

At the General Assembly meetings, votes
are given on electronic platform and/or
open voting is made by show of hands
method. However, in case shareholders
in possession of one twentieth of the
issued capital make a request, or in

case power of attorneys are collected by
making a call pursuant to the relevant
Capital Markets legislation, written
voting method must be used.

ARTICLE 29- Provisions That Will Be
Applied in General Assembly Meetings
Unless the imperative provisions of the
Capital Markets Law or Turkish Code of
Commerce explicitly order the opposite,
the meeting quorum will be considered
reached in any General Assembly
meeting when the shareholders in
possession of at least seventy five
percent (75%) of the Company capital are
present personally or when they are duly
represented. The decisions will be taken
with the affirmative votes of the shares
representing at least seventy five percent
(75%) of the Company capital.

Meeting and decision quorums in the
next General Assembly meeting that will
be held with the same agenda, will be as
specified in the above paragraph.
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The provisions of the Turkish Code of
Commerce are applied to the General
Assembly meetings to the extent that
there are no opposite provisions in this
Articles of Association.

ARTICLE 30- Amendments to the
Articles of Association

For the validity and applicability

of all the amendments that will be

made to this Articles of Association,
these amendments must be made in
compliance with the provisions of this
Articles of Association, the Law n.4632
and Turkish Code of Commerce. Articles
of Association amendments are subject
to the permission of the Ministry of
Customs and Trade and to the consent of
the Undersecretariat of Treasury. Articles
of Association’s draft amendments
which are not found appropriate by the
Undersecretariat of Treasury are not put
on the agenda of the General Assembly
and cannot be discussed.

The amendments must be registered and
announced.

ARTICLE 31- Submitting the Annual
Report, Audit Report and Yearend
Financial Statements of the Board of
Directors to the Authorities

Within the scope of the Turkish
Accounting Standards, sufficient number
of samples from financial statements,
reports, independent audit reports,
General Assembly meeting minutes, and
list of attendants that are prepared by the
Board of Directors in compliance with the

ARTICLE 30- Amendments to the
Articles of Association

For the validity and applicability of all
the amendments that will be made

to this Articles of Association, these
amendments must be made in compliance
with the provisions of this Articles

of Association, Capital Markets Law,
Turkish Code of Commerce, Individual
Pension Law, Insurance Legislation and
other relevant legislations. Articles of
Association amendments are subject to
the permission of the Capital Markets
Board, Ministry of Customs and Trade
and to the consent of the Undersecretariat
of Treasury. Articles of Association’s
draft amendments which are not found
appropriate by the Capital Markets Board
and Undersecretariat of Treasury are

not put on the agenda of the General
Assembly and cannot be discussed.

The amendments must be registered and
announced.

ARTICLE 31- Submitting the Annual
Report, Audit Report and Yearend
Financial Statements of the Board of
Directors to the Authorities

Within the scope of the Turkish
Accounting Standards, sufficient number
of samples from financial statements,
reports, independent audit reports,
General Assembly meeting minutes,
and list of attendants that are prepared
by the Board of Directors in compliance



regulations determined by the Turkish
Accounting, Auditing and Supervision
Board are submitted to the authorities
within the schedule stipulated in the
relevant legislation.

ARTICLE 32- Activity Period, Balance
Sheet, Profit and Loss Accounts

The activity period of the Company
begins on the first day of January and
ends on the last day of December.

As per the provisions of the Turkish Code
of Commerce regarding commercial
ledgers, annual balance sheet, profit and
loss statements will be kept and prepared
within the framework of the uniform
chart of accounts that will be found
appropriate by the Authorities in charge
of enforcing the Insurance Law n.5684
and the Law n.4632.

The Undersecretariat of Treasury
determines uniform chart of accounts,
financial statements and their
implementation and regulation
principles.

One of the copies of the balance sheet
and profit & loss statements that were
approved by the auditors as well as
mathematical reserves confirmed by an
actuary are sent to the other relevant
Authorities in charge of enforcing the
Insurance Law n.5684, Capital Markets
Law and the Law n.4632.

ARTICLE 33- Company Profit and Its
Distribution

From the net profit which is calculated
and ascertained according to the balance
sheet prepared pursuant to the relevant
articles of the Turkish Code of Commerce
and the provisions of the relevant Laws
and this Articles of Association:
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with the regulations determined by
the Turkish Accounting, Auditing and
Supervision Board, Capital Markets
Board, Undersecretariat of Treasury,
are submitted to the authorities within
the schedule stipulated in the relevant
legislation.

ARTICLE 32- Activity Period, Balance
Sheet, Profit and Loss Accounts

The activity period of the Company
begins on the first day of January and
ends on the last day of December.

As per the provisions of the Turkish Code
of Commerce regarding commercial
ledgers, annual balance sheet, profit

and loss statements will be prepared

in compliance with the regulations
determined by the Turkish Accounting,
Auditing and Supervision Board,
Undersecretariat of Treasury, Capital
Markets Board and within the framework
of the Turkish Accounting Standards.

Within the scope of the Turkish
Accounting Standards, the Turkish
Accounting, Auditing and Supervision
Board, Undersecretariat of Treasury and
Capital Markets Board determine the
uniform chart of accounts, financial
statements and their implementation
and regulation principles.

One of the copies of the balance sheet
and profit & loss statements that were
approved by the auditors as well as
mathematical reserves confirmed by an
actuary are sent to the other relevant
Authorities in charge of enforcing the
Insurance Law, Capital Markets Law and
Individual Pension Law.

ARTICLE 33- Company Profit and Its
Distribution

The amounts such as general expenses
and various depreciations that must be
paid or set aside by the Company and
taxes that must be paid by the Company’s
juridical personality, are deducted from
the revenues ascertained at the end

of the Company’s activity period, the
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A. As first distribution;

a) Corporate Tax and other financial
obligations are deducted.

b) 5% (of net profit) is set aside as the
legal reserve fund.

c) An amount equivalent to 5% of the
paid-in capital is set aside as “first
dividend” for the shareholders.

B) After the amounts specified in the

(A) paragraph are deducted from the

Net profit, General Assembly decides to
partially or fully distribute or set aside as
reserve fund the remaining amount.

C) Regarding profit distribution, the
provision stipulated in the “c” sub-
paragraph of the 27 paragraph of the
519" Article of Turkish Code of Commerce
is reserved.

D) Unless the reserve funds required

to be set aside in accordance with the
statutory provisions is set aside, and the
first dividend stipulated in the Articles
of Association for the shareholders is
reserved, no decision can be taken to set
aside other reserve funds or to transfer
the profit to the following year.

remaining period profit shown on the
annual balance sheet is distributed after
the deduction of the previous year’s
losses (if any) in the order shown below:

General Legal Reserve Fund:
a) 5% of period profit is set aside as the
legal reserve fund.

First Dividend:

b) Within the framework of the

profit distribution policy that will be
determined by the General Assembly
and in compliance with the provisions
of the relevant legislation, first dividend
is set aside over the amount calculated
by adding, if any, the amount of the
donations made within the year on the
remaining amount.

Second Dividend:

c) General Assembly is authorized to

fully distribute the remaining balance
(the amount reached after deducting the
amounts specified in the sub-paragraphs
(a), (b) from the net period profit) as
second dividend or to set aside as reserve
fund as per the 521° Article of the Turkish
Code of Commerce.

General Legal Reserve Fund:

d) One tenth of the amount - calculated
by deducting the dividend which is

5% of the capital from the portion that
was decided to be distributed to the
shareholders as well as to the other
persons who participated in the profit
-is added on the general legal reserve
fund as per the 27 paragraph of the 519
Article of the Turkish Code of Commerce.



ARTICLE 34- Calendar of Profit
Distribution

The schedule and method of the annual
profit distribution to the shareholders
are decided by the General Assembly
upon the proposal of the Board of
Directors.

ARTICLE 36- Announcements

The announcements pertaining to the
Company and required as per the laws
are made in the Turkish Trade Registry
Gazette and on the Company website
while the ones that must only be made
on a website are made on the Company
website.

The announcements regarding the calls
for the General Assembly meetings must
be made at least two weeks in prior (the
announcement date and the meeting
date excluded).
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Unless the reserve funds required to be
set aside in accordance with Turkish
Code of Commerce is set aside, and the
dividend determined for the shareholders
in the Articles of Association or in the
profit distribution policy is reserved; no
decision can be taken to set aside other
reserve funds, to transfer the profit to
the following year and to make profit
distribution to the employees, janitors and
workers.

Dividend is distributed equally on

the distribution date to all existing
shares regardless of their issuance and
acquisition dates.

The schedule and method of the profit
distribution are decided by the General
Assembly upon the proposal of the Board
of Directors. Profit distribution decision
taken by the General Assembly pursuant
to the provisions of this Articles of
Association cannot be withdrawn.

ARTICLE 34- Calendar of Profit
Distribution
This Article was repealed.

ARTICLE 34- Dividend Advance

The General Assembly can decide to
distribute dividend advance to the
shareholders in compliance with the
regulations of the Capital Markets Board
and the relevant legislation.

ARTICLE 36- Announcements

The announcements pertaining to the
Company and required as per the laws are
made in the Turkish Trade Registry Cazette
and on the Company website while the
ones that must only be made on a website
are made on the Company website.

Unless otherwise specified in the Turkish
Code of Commerce and to the extent
applied in the Capital Markets Law, the
announcements regarding the calls for
the General Assembly meetings must be
made at least three weeks in prior (the
announcement date and the meeting date
excluded).
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While the provisions of the 474™ Article
of the Turkish Code of Commerce are
applicable for announcements regarding
the issued capital’s reduction, for the
announcements regarding dissolution
and liquidation the provisions of the 532
and 5415t Articles of the Turkish Code of
Commerce are applicable.

The issues regarding the disclosure

of information (including disclosure
period and duration) to the public or

to the participants within the scope

of individual pension system, and the
announcements and advertisements, are
made within the scope of procedures and
principles that will be determined by the
Undersecretariat of Treasury.

ARTICLE 37- Dissolution and
Liquidation

In case of dissolution and liquidation,
the provisions of the Turkish Code of
Commerce and the Law n. 4632 are
applicable.

ARTICLE 38- Contract that will be sent
to Proxy
(This Article was repealed)

The issues regarding the disclosure of
information (including disclosure period
and duration) to the public or to the
participants within the scope of individual
pension system, and the announcements
and advertisements, are made within the
scope of procedures and principles that
will be determined by the Undersecretariat
of Treasury.

The obligation to give ads and information
as per the Capital Markets Law and the
obligation to make announcements and to
give information to the Undersecretariat of
Treasury, are reserved.

ARTICLE 37- Dissolution and Liquidation
In case of dissolution and liquidation,

the provisions of the Capital Markets
legislation, Turkish Code of Commerce and
the Individual Pension Law are applicable.

ARTICLE 38- Compliance With Corporate
Governance Principles

We comply with the procedures and
principles regarding; the compulsory
Corporate Governance Principles stipulated
by the Capital Markets Board, the

content and publishing of the Corporate
Governance compliance reports, rating
the compliance of the partnerships with
the Corporate Governance Principles the
membership’s independent members of
the Board of Directors.



ARTICLE 39- Statutory Provisions

For the issues that are not included

in this Articles of Association, the
provisions of the Turkish Code of
Commerce and the relevant legislation
are applicable.

ARTICLE 40 - Pension Mutual Fund
Portfolio and Portfolio Managers:

The Company may create funds in

order to distribute the risk and run (in
compliance with the fiduciary ownership
principles) the contributions collected
within the framework of the Company
pension contract and tracked in the
individual pension accounts on behalf
of the participants. The procedures and
principles regarding these funds are
determined by the Capital Markets Board
within the framework of the individual
pension legislation. The portfolio of

the funds is managed by the portfolio
managers. The portfolio managers

are obligated to manage the portfolio

in compliance with the provisions of
the Law n.4632, Capital Markets Law
n.2499, internal regulations, pension
contract and relevant legislation. The
number of shares in the fund pertaining
to the Company and participants, the
amount of the fund, the procedures

and principles of the fund activities,
organizational structure, accounting,
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Transactions made and Board of
Directors’ decisions taken without
complying with the compulsory
principles shall be invalid and will be
considered as contrary to the Articles of
Association.

We comply with the Capital Markets
Board regulations on Corporate
Governance in; the transactions
deemed important with regards to

the implementation of the Corporate
Governance Principles, the important
related party transactions of the
Company the transactions of giving
collateral, pledge and mortgage in favor
of third persons.

ARTICLE 39- Statutory Provisions

For the issues that are not included

in this Articles of Association, the
provisions of the Capital Markets Law,
Turkish Code of Commerce, Individual
Pension Law and the relevant legislation
are applicable.

ARTICLE 40- Pension Mutual Fund
Portfolio and Portfolio Managers:

The Company may create funds in

order to distribute the risk and run (in
compliance with the fiduciary ownership
principles) the contributions collected
within the framework of the Company
pension contract and tracked in the
individual pension accounts on behalf
of the participants. The procedures and
principles regarding these funds are
determined by the Capital Markets Board
within the framework of the individual
pension legislation. The portfolio of

the funds is managed by the portfolio
managers. The portfolio managers are
obligated to manage the portfolio in
compliance with the provisions of the
Individual Pension Law, Capital Markets
Law, internal regulations, pension
contract and relevant legislation. The
number of shares in the fund pertaining
to the Company and participants, the
amount of the fund, the procedures

and principles of the fund activities,
organizational structure, accounting,

CORPORATE GOVERNANCE



120 AvivaSA Annual Report 2014

REPORT

documentation and registry, disclosure
of information to the participants, and
the relevant procedures and principles
are determined by the Capital Markets
Board. Portfolio managers of the
Company pay special attention and have
prudence while managing the funds.
However, if it is realized that they act
contrary to the principles of portfolio
management and their financial position
is weakening, the Capital Markets Board
may take necessary measures within the
scope of the Capital Markets Law and
relevant legislation. The consolidation of
funds pertaining to the same Company
and transactions for fund transfer may
be made according to the procedures and
principles that will be determined by the
Capital Markets Board.

ARTICLE 41- Company’s Dividend Policy
Unless otherwise decided by the General
Assembly, after the legal reserve

funds are set aside pursuant to the
Turkish Code of Commerce, 50% of the
distributable profit of the Company will
be distributed to the shareholders in
proportion to their shares.

documentation and registry, disclosure
of information to the participants, and
the relevant procedures and principles
are determined by the Capital Markets
Board. Portfolio managers of the
Company pay special attention and have
prudence while managing the funds.
However, if it is realized that they act
contrary to the principles of portfolio
management and their financial position
is weakening, the Capital Markets Board
may take necessary measures within the
scope of the Capital Markets Law and
relevant legislation. The consolidation of
funds pertaining to the same Company
and transactions for fund transfer may
be made according to the procedures and
principles that will be determined by the
Capital Markets Board.

ARTICLE 41- Company’s Dividend Policy
This Article was repealed.



At the Ordinary General Assembly
Meeting of our Company held on

the 28% of March 2014 a unanimous
decision was taken; (i) regarding
HALUK DINCER, DAVID JOHN
RAMSAY MCMILLAN, HAYRI
CULHACI, MERAL EREDENK
KURDAS and NITINBHAI BABUBHAI
MAGANBHAI AMIN to continue to

be Board Members given that they
had been elected as Members of

the Board of Directors for 3 (three)
years and that their term of office
had not yet ended; (ii) to accept the
resignation of a Member of the Board
of Directors BULENT BOZDOGAN and
to elect BARI$ ORAN (ID Number:
37615077882) as a Member of the Board
of Directors for the vacant position
of his predecessor to complete his
remaining term of office; (iii) to elect
ANGUS GORDON EATON (Nationality:
English) as a Member of the Board

of Directors for the vacant position
of Mr. DAVID ANGULO RUBIO who
resigned on the 21° of February 2014
(resignation accepted at the Ordinary
General Assembly Meeting held on
the 28" of March 2014) to complete the
term of office of his predecessor.

The number of our Members of

the Board of Directors was set as

11 (eleven). Election was made for
the 4 (four) Members of the Board

of Directors apart from the existing

7 (seven) members. A unanimous
decision was taken to elect; (i) Ms.
NERIMAN ULSEVER (Nationality:
Turkish; ID Number: 40321519454)
and Mr. CHRISTOPHER BRIAN WEI
(Nationality: Canadian & Chinese)

as Members of the Board of Directors
for a period limited to the term of
office of the other elected Members
of the Board of Directors; (ii) Mr.
ATIL SARYAL (Nationality: Turkish;
ID Number: 40852537194) and Mr.
ANTONY FELIKS RECZEK (Nationality:
English) as Independent Members

of the Board of Directors for a period
limited to the term of office of the
other elected Members of the Board of
Directors.
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Right to Vote and Minority Rights
There are no restrictions within the
scope of the Articles of Association of our
Company regarding the use of right to
vote.

The Company pays utmost attention to
facilitate the use of minority rights. As

a principle, all shareholders are equally
treated. The Company pays attention to
using minority rights in conformity with
TCC and CMB regulations.

All types of information that may
influence the exercising of their rights
are presented to them in an up-to date
fashion via electronic media.

The Company promptly takes all measures
before the General Assembly meetings

in order to help the shareholders attend
the General Assembly. The Company

also provides complete, non-confusing
information to the shareholders about
the CGeneral Assembly agenda so that

they are given the opportunity to prepare
sufficiently for the meeting agenda. At
the Ceneral Assembly meeting, the items
of the agenda are conveyed in an objective
and detailed manner with a clear and
comprehensible method while the
shareholders are given the opportunity

to state their opinions and ask questions
under equal circumstances in a healthy
environment for discussion.

All shareholders are given the
opportunity to utilize their voting rights
in the simplest and most straightforward
manner.

The voting procedure is announced to
shareholders beforehand, and again at
the start of the meeting.

The Company refrains from practices that
might jeopardize the shareholders’ right
to transfer their shares freely.
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The Company abides by a definite and
consistent dividend distribution policy.
At the General Assembly meeting, issues
regarding the profit distribution policy
are; (i) presented to the information of
the Shareholders, (ii) specified in the
annual report, (iii) publicly disclosed
within the scope of the information
policy.

Right to Dividend

Profit distribution proposals submitted
by the Board of Directors to the approval
of the General Assembly, are prepared by
taking into account our Shareholders’
expectations and our Company’s growth
requirement and profitability. All
shareholders, including the minority
shareholders, are treated equally.

Information regarding the Company’s
Profit Distribution Policy and previous
periods’ dividend payments is available
on the Company website for the
information of the Shareholders.

Transfer of Shares

There are no restrictions within the
scope of the Articles of Association of
our Company regarding the Transfer of
Shares.

SECTION II - PUBLIC DISCLOSURE AND
TRANSPARENCY

Information Policy

Objective and Scope

The “Information Policy” structured -
within the framework of the principles
specified in the Undersecretariat of

Treasury “Communique on Corporate
Governance Principles in Insurance
Companies and Reinsurance Companies
and Pension Companies” and within the
scope of the public disclosure principles
of the “Regulation on the Principles
Regarding the Establishment and
Activities of the Pension Investment
Funds” - in order to provide high quality
information to our Company’s partners
and all shareholders including the public,
was put into effect with the approval of
the Board of Directors.

General Rules

The information disclosure policy is in
full accord with the Turkish Commercial
Code, and Law on Private Pension
Savings and Investment System, as well
as the company’s Corporate Governance
Principles.

Information Policy was formed within
the scope of our Company’s Corporate
Governance Principles.

Its objective is to provide timely,
accurate, equitable and complete
information to shareholders, customers,
stakeholders and public agencies.

It ensures that the information to be
disclosed to the public is comprehensible,
analyzable, accessible and low-cost so

as to better allow said individuals and
agencies to make decisions.

The information disclosure policy does
not disseminate commercial secrets,
customer secrets or information the
disclosure of which is legally problematic.



The information disclosure policy was
presented by the Board of Directors to
the General Assembly and was publicly
announced on the website.

Means of Disclosure

The annual and interim financial
statements and their footnotes, as well as
independent audit reports are sent to the
Undersecretariat of the Treasury within
the legal timeframe, and published on
the Company’s website.

The year-end financial reports are
announced in two daily national
newspapers within one month after the
Board of Director’s approval.

Financial statements are submitted to the
Undersecretariat of Treasury every month
and sent to the Turkish Insurance and
Reinsurance Companies Association every
three months.

Annual activity reports published at the
end of the accounting period are sent

to the Undersecretariat of the Treasury,
upon approval of the Board of Directors
and their presentation to the CGeneral
Assembly, and published on the website.

Advertisements in the Turkish Trade Registry
Gazette

The decisions of Ordinary and
Extraordinary Ceneral Assembly
meetings, capital increases and

all amendments to the Articles of
Association are disclosed to the public via
the Turkish Trade Registry Gazette.

Authority to Make Public Statements

The Chairman, Board Members, CEO and
Executive Vice Presidents are authorized
to make public statements via the media.

Supervision of the Information Disclosure Policy
The Board of Directors is responsible for
overseeing the information disclosure
policy. The Board monitors and audits the
efficient and reliable implementation

of this policy. The implementation of

the information disclosure policy is the
responsibility of company management.
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Company’s Corporate Website and Its
Content

The Company has a corporate website. Its
address is http://www.avivasa.com.tr. All
important information is available also in

English.

There is a separate “Investor Relations”
section on the website in order to
provide comprehensive information to
existing and potential investors and to
intermediary firms. All information
stipulated in CMB Corporate Governance
Principles is available on the website.
Principles regarding the website
management are specified in the
“Information Policy”.

The website of AvivaSA Emeklilik

ve Hayat A.S. is designed to provide
comprehensive information to the public
and all stakeholders.

Some of the topics available on the
Company’s corporate website are as
follows:

+ Detailed information on corporate
identity,

+ Vision and main strategies,

« Information about the Members
of the Board of Directors and top
management,

« Company’s organization and
shareholders’ structure,

« CMB Disclosure of material matters,

 The Articles of Association of the
Company,

+ Trade registry information,

« Financial information,

+ Press announcements,

+ Ceneral Assembly meeting date,
agenda, explanations about the
agenda items,

¢ General Assembly meeting minutes
and list of attendants,

» Corporate Governance
implementations and compliance
report,

 Profit distribution policy & history
and capital increases,

+ Information Policy.
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Annual Report

Company’s Annual Report - available

on the Company’s corporate website - is
prepared in accordance with the legal
regulations, in a manner that will enable
the “public” to reach prompt, complete
and accurate information about the
Company activities.

SECTION III - STAKEHOLDERS

Informing the Stakeholders
Stakeholders learn about the Company
affairs via public disclosure made as
per the relevant legislation. Public
disclosure is made via press meetings
and statements in media. On the other
hand, not just the Shareholders but all
stakeholders, as well, are informed by
means of General Assembly meetings,
and of several processes such as providing
detailed information on the Company
website, preparing a comprehensive
annual report, making press
announcements and Information Policy
based on transparency.

Company employees are informed via
meetings, seminars and trainings
organized in their field of expertise and
in other topics they are interested in and
via emailed information.

Employees can use the email
“etik@sabanci.com” given on the
Company website, to inform the Audit
Department, Ethics Department (which
will then inform the Audit Committee)
about stakeholders’ transactions not
conforming with the legislation and code
of ethics of the Company.

Utmost attention is paid to provide
written information on the issues

about our shareholders, employees,
customers, suppliers and to make written
agreements regarding our relations

with them. In cases where stakeholders’
rights are not regulated by legislation,
stakeholders’ rights are protected based
on the principle of good faith.

Utmost attention is paid to keep
customers’ and suppliers’ trade secrets
confidential.

Stakeholders’ Participation in the
Management

Employees’ participation in the
management is achieved via periodical
meetings held within the Company

(at least two times a year) and via
annual target setting and performance
assessment meetings. Furthermore; with
the 360-degree-feedback mechanism
employees give feedback to the
management and to their colleagues
while the results are evaluated in
management meetings and action

plans are created for necessary changes.
These approaches enable our employees’
necessary participation and contribution
in the efficient management of the
Company.

Human Resources Policy

Our vision is to be the best employer in
the eye of the employees with our leading
HR implementations that guide the
Pension and Insurance sector. Activities
are carried out with the mission of
becoming a reliable strategic partner

that supports change and continuous



progress, guides the entire organization,
and creates a fair and transparent
working environment.

Human Resources Policy is established
with the programs under the topics

of recruitment, talent management,
training and development, internal
communication, corporate culture,
compensation and benefits and working
relations.

For us, all our employees are separate
values at every level. Our main
responsibility is to ensure that these
talents are used at the right place and
potentials are revealed at the highest level
in the continuous progress environment.

In order to achieve our targets, we aim
to travel in a reliable, continuously
improving, and “success and human
oriented” culture with the correct people
who, in our opinion, will create the
highest value added for our Company.

Human Resources policy has a structure
that sees all employees as unique talents.
Not just the ones who show superior
success, but all our successful employees
are given horizontal or vertical career
opportunities while all employees who
have potential to progress are supported
in this structure. The system aims

to build common tools and coherent
methods for all employees while it
focuses on creating mutually clear and
honest communication, and correct
action plans with positive approach.

Employees’ participation was high in
the “AvivaSA’s Voice” made to evaluate
employee loyalty and satisfaction. After
the survey, focus groups were formed
based on the outcomes of the survey

so that enhancement is made for the
prioritized issues.
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Publicly Disclosing Potential Insider
Traders

Our Company fully complies with the
legal regulations on insider trading.
Furthermore; developing policies on this
issue is a part of the Company culture.
Our Company prohibits potential insider
traders to use the information they obtain
with the aim of providing personal gains
for themselves or third parties.

Code of Ethics

Carrying out activities in the field
individual pension and life insurance,
AvivaSA Emeklilik ve Hayat A.§. tries to
reach its continuous growth, efficiency
and profitability target with the corporate
awareness created within the framework
of laws and regulations as well as
corporate cultures and business ethics of
the communities it exists in. Employees
at all levels are obligated to practice the
code of ethics and to ensure that the
code of ethics is pursued in the new
business processes and organizations.
The framework of carrying out corporate
activities is to act with the awareness of
responsibility.

Honesty: Truthfulness and honesty is
our primary value in all our business
processes and relations. We act with
truthfulness and honesty in our relations
with our employees and all shareholders.

Confidentiality: Confidential and private
information includes; information that
may create disadvantage in terms of
competition, trade secrets, financial

and other information that is not yet
publicly disclosed, information regarding
employee rights, and information within
the framework of the “confidentiality
agreements” signed with the third
parties.
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Conflict of Interest: AvivaSA employees
stay away from any conflict of interest.
Individually, as a family or by means of
relatives no personal gains are provided
from the entities (with which business
is carried out) by taking advantage of
existing jobs/tasks/positions.
Responsibilities: We pay utmost attention
to fulfill our legal responsibilities as well
as our responsibilities to customers,
employees, shareholders, suppliers and
business partners, competitors, society,
and humanity.

Managers: Managers carry out their

jobs in a fair, clear, accountable and
responsible manner. Managers make
sure that Company affairs are carried out
within the framework of mission, vision,
targets, strategies and policies. They act
in conformity with the financial and
operational plans approved by the Board
of Directors every year.

Managers do have the necessary
professional qualifications to carry

out their tasks. While carrying out
their tasks, managers comply with the
legislation, the Articles of Association,
Company’s internal regulations and
policies.

Managers cannot use the confidential
and not-publicly-disclosed information
about the Company for their personal
benefit or for the benefit of others, and
cannot give misleading information,
spread news, and comment about the
Company. Remuneration of the managers
is determined according to market
conditions and their qualifications, and
their contribution to the company’s
success.

Social Responsibility

The Company believes that all institutions
and corporations have a social
environment and corporations in this
aspect have a responsibility to act like a
citizen.

In this aspect; interaction is achieved
both with our employees and our
environment within the framework of
a responsible attitude by focusing on
Corporate Social Responsibility (CSR) at
the core of our business. Thus, AvivaSA
structures its activities with a long term
responsibility awareness.

AvivaSA is aware of the fact that it has to
manage the indirect and direct impacts of
its activities on society. For this reason,
CSR s at the core of every AvivaSA activity
and each contact AvivaSA makes with its
shareholders.



Being aware of the fact that our activities
have impacts on our employees,
participants, shareholders and investors,
our CSR strategy, as part of our Company
strategy, aims to adopt a principle of
working with all our shareholders in
harmonious, honest and transparent
collaboration and to meet their needs.
The criteria for our CSR strategy are:
 Should be connected to our primary
fields of interest,

 Should be in coherence with AvivaSA’s
purpose and brand value,

+ Should be adapted to global scale,

e Should be clear,

+ Should be unique and distinctive
in terms of investment area and
shareholders,

 Should enable collaboration with non-
governmental organizations in order
to achieve long term targets,

« Should have national and
international communication
opportunities,

+ Should enable AvivaSA employees to
“voluntarily” participate in projects,

« Should have measurable impacts and
outcomes.

As we generally do in our sector, we
also structure our CSR activities for
individuals’ future and safety. In this
aspect; our principles are;

 To focus on savings,

« To have insight and act with the
principle of investing in future,

« To structure our business methods
with the long term responsibility
awareness and

+ To support individual participation
and initiative.
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Global Compact: AvivaSA was the

first pension company to sign the UN
Global Compact - the most important
global document of Corporate Social
Responsibility - in Turkey (January
2006). The UN Clobal Compact signed by
Aviva plc. and Sabanci Holding, lists the
companies’ commitments to society in 10
major principles: AvivaSA has declared
that it will follow these principles in
Turkey and in the world.

Human Rights

e Principle 1: Businesses should
support and respect the protection of
internationally proclaimed human
rights; and

e Principle 2: make sure that they are
not complicit in human rights abuses.

Labor

 Principle 3: Businesses should uphold
the freedom of association and the
effective recognition of the right to
collective bargaining;

- Principle 4: the elimination of all
forms of forced and compulsory labor;

o Principle 5: the effective abolition of
child labor; and

- Principle 6: the elimination
of discrimination in respect of
employment and occupation.

Environment

 Principle 7: Businesses should
support a precautionary approach to
environmental challenges;

- Principle 8: undertake initiatives
to promote greater environmental
responsibility; and

 Principle 9: encourage the
development and diffusion
of environmentally friendly
technologies.
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Anti-Corruption

« Principle 10: Businesses should work
against corruption in all its forms,
including extortion and bribery.

Caring for Climate Platform:

Being aware of the fact that

leadership is not just about business
production awareness, AvivaSA
supports its perception of leadership
with international corporate social
responsibility activities. Joining, in
June 2008, the “Caring For Climate: The
Business Leadership Platform” launched
by the members of the Global Compact
in order to fight against climate change,
AvivaSA volunteered to take responsibility
against global warming that threatens
our future.

SECTION IV - BOARD OF DIRECTORS

Board of Directors’ Structure and
Formation

The Company will be conducted by a
Board of Directors composed of eleven (11)
members.

As per the Individual Pension Law,

the General Manager, being a natural
member of the Board of Directors,
conducts daily Company affairs. The
Chairman of the Board of Directors
and the Vice Chairman of the Board of
Directors are appointed by the Board of
Directors.

Members of the Board of Directors are
elected for a maximum period of three (3)
years. A member whose term of office is
completed can be reelected. If a member
position becomes vacant in the Board of
Directors, for that vacant position the
Board of Directors will elect a temporary
member who will serve till the next
General Assembly that will be held and
be submitted to the approval of the
General Assembly. The member approved
by the General Assembly will complete
the remaining term of office of his/

her predecessor who caused the vacant
position. In case an independent member
loses his/her independency, resigns or
becomes unable to serve, procedures
stipulated in the Capital Markets Board
regulations are applied.

The Board of Directors meeting quorum
is reached with the attendance of eight
(8) members and the Board of Directors
decisions are taken by the affirmative
votes of minimum eight (8) members.

The Company Board of Directors meetings
are held in conformity with the Turkish
Code of Commerce and the Articles of
Association of the Company. Board

of Directors meetings are held at the
Company Headquarters or at any location
in or outside Turkey that will be accepted
by the Board of Directors.
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Having submitted their independence statements, Atil Saryal and Antony Feliks
Reczek who are independent within the framework of the CMB legislation serve as
independent members of the Board of Directors at our Company.

DATE OF

STARTING THE

pury o DUTY
Chairman of the Board of Directors . . . . .2 1
Deputy Chairman of BoD 2013

Haluk Dinger:

Chairman of the Board of Directors of
BimSA Uluslararasi Ig, Information ve
Management Sistemleri A.S., Chairman
of the Board of Directors of CarrefourSA

Carrefour Sabanci Ticaret Merkezi A.S.,
Chairman of the Board of Directors

of Klik Internal ve Dig Ticaret A.S.,
Chairman of the Board of Directors

of Aksigorta A.$., Sabanci Holding
Retail and Insurance Group President,
Chairman of the Board of Directors of
ExSA Export Sanayi Mamulleri Satis
Chairman of the Board of Directors

ve Arastirma A.S., Chairman of the
Board of Directors of TeknoSA internal
ve D1g Ticaret A.S., Chairman of the
Board of Directors of TUSIAD (Turkish
Industrialists’ and Businessmen’s
Association) Chairman of the Board of
Directors of DEIK (Foreign Economic

Relations Council) / Chairman of the
Turkish-American Business Council,
Member of the Board of Directors of the
American Turkish Society Washington DC,
Member of the Board of Directors of the
American Turkish Society New York.

David John Ramsey McMillan:
Aviva Europe CEO, Deputy Chairman of
the Board of Directors of Aviva Sigorta A.S.

Meral Eredenk Kurdas:

Member of Turkish Industrialists” and
Businessmen’s Association (TUSIAD),
Ministry of Family and Social Policies
“Women At Work” Group Member and Co-
President of “Women Corporate Directors
Turkey”, Member of istanbul High School
Foundation, Advisory Member of AIESEC
Turkey and Sabanci University MBA
Program and Member of English - Turkish
Businessmen Association.
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Hayri Culhaci:

In Akbank; Vice Chairman of the Board
of Directors and Executive Member,
Chairman of the Audit Committee

and Chairman of the High Level Risk
Committee, Chairman of the Corporate
Governance Committee; Member of the
Board of Trustees of Sabanci Foundation
and Member of the Board of Directors of
Aksigorta A.S., Chairman of the Board
of Directors of Akbank T.A.S. Employees’
Pension Fund Foundation.

Nitinbhai Babubhai Maganbhai Amin:
Assistant General Manager in charge of
Aviva Operations and Transformation.

Neriman Ulsever:

H.O. Sabanci Holding Human Resources
Group President, Chairman of the Board
of Directors of Indesit Turkey, Deputy
Chairman of the Board of Directors of
Temsa Global A.S., Member of the Board
of Directors of Aksigorta A.$, Member

of the Board of Directors of Ankara
Enternasyonal Otelcilik A.S, Member

of the Board of Directors of Carrefoursa
A.S., Member of the Board of Directors of
Kordsa Global A.S., Member of the Board
of Directors of Teknosa A.S, Member

of the Board of Directors of Tursa A.S.,
Member of the Board of Directors of
Autogrill.

Baris Oran:

H.O Sabanci Holding A.S. Planning,
Reporting and Financing President,
Deputy Chairman of the Board of
Directors of Teknosa, Member of the
Board of Directors in Brisa, Enerjisa
Natural Gas Wholesale, Enerjisa
Electricity Wholesale Retail, Enerjisa
Energy Services, Toroslar Electricity
Retail, Carrefoursa, Yiinsa and Temsa.

Angus Gordon Eaton:

Aviva plc General Insurance Risk
Director, Aviva United Kingdom and
Ireland General Insurance Risk Director

Christopher Brian Wei:

Aviva Group Companies Global Life
Insurance CEO, Asia Region President,
Casualty Actuarial Society and American
Academy of Actuaries.

At1l Saryal:

Independent Member of the Board of
Directors Kordsa Global, Advisor and
Member of the Board of Directors in
Akcansa and Olmuksa

Antony Feliks Reczek:

Chairman of the Chamber of

Commerce in England and Poland,
Chairman of the Board of Directors of
PricewaterhouseCoopers Sp. z. 0.0.,
Member of The European Financial
Reporting Group, Member of the
Consultative Group of the European
Regulators in the Capital Markets
Committee, Member of the Polish
Auditing Standards Board, Polish
Accounting Standards Board and Member
of The Financial Board of the Auschwitz-
Birkenau Foundation



Board of Directors’ Activity Principles
As per the Articles of Association of our
Company;

Company’s Board of Directors meetings
are held in conformity with the Turkish
Code of Commerce and the Articles of
Association of the Company. Board

of Directors meetings are held at the
Company Headquarters or at any location
in or outside Turkey that will be accepted
by the Board of Directors.

Board of Directors meetings shall be held
in English. Board of Directors meetings’
official minutes and decisions shall be
prepared and printed in Turkish. The
English translations of the meeting
minutes and the decisions will be kept in
a separate minute book of the Company.
If the draft decision is presented in
writing to each member of the Board

of Directors and each member submits
his/her concurrence in writing for this
decision then the Board of Directors

may take a decision without making a
meeting. Under normal circumstances,
the meetings of the Board of Directors are
held every three (3) months.

The Board of Directors will undertake full
responsibility of the Company and have
full control and power on the Company.
The Board of Directors will have full
authority to take decisions on any issues
except the ones that are explicitly left to
the authority of the General Assembly
as per the regulations of this Articles

of Association and/or the legislation.
Moreover, the Board of Directors will
have full authority to determine policies
on any issue regarding Company affairs.

Each shareholder accepts that he/she will
use its shareholder rights in compliance
with the provisions of this Articles of
Association and to the extent allowed

by the laws; he/she will ensure that, no
transaction will be performed on any
issue specified below or on any issue left
especially to the decision of the Board

of Directors (‘Reserved Issue”), and the
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Company managers and employees will
not perform such transactions, without
obtaining the preliminary approval of the
Board of Directors.

Board of Directors’ powers is specified in
our Articles of Association.

As per the Articles of Association of our
Company;

i. Including the retirement, incentive and
bonus plans, assignment of the General
Manager and the managers reporting to
the General Manager, their dismissals
and remunerations,

ii. Decisions on; making objection
regarding a material matter or a lawsuit
with a regulatory Authority; making
payment or coming into an agreement;
sending any letter to a regulatory
Authority (out of the ordinary work flow)
or making application; or communicating
with a regulatory Authority.

iii. Making significant changes on the
general business model of the Company
(for example; demerging of company).

iv. Approving the strategic plans and
annual budget.

v. Financial guarantee or performance
guaranteed products.

vi. Reinsurance transactions.

vii. Making transactions with the
Associated Companies with an amount
of more than USD 50.000 (or, equivalent
amount at another currency).

viii. Termination of the agency agreement
between Akbank T.A.$. and our Company.

ix. (i) making agreements or
arrangements exceeding 36 months or
(ii) making agreements or arrangements
with a total amount of more than USD
50.000 (or, equivalent amount at another
currency).

CORPORATE GOVERNANCE
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x. Giving financial commitments or
making expenditures more than USD
50.000 (o1, equivalent amount at another
currency).

xi. Issues regarding; taking over,
demerging or Company’s expansion
or proposals related to full or partial
liquidation of Company affairs.

xii. Changing the Brands and Strategies.

xiii. Proposals that have an important
impact on the capital requirements of
the Company and/or that include any
changes on the equity of the Company.

xiv. Making arrangements with third
parties or Associated Companies
regarding commission.

xv. Proposals of the Marketing
Committee.

xvi. Proposals for dividend payment
or for the change of profit distribution
policy.

xvii. Proposals for capital increase within
the upper limit of the registered capital
or for capital increase or decrease out of
the upper limit of the registered capital.

xviii. Changing the Company’s donation
policy.

As per the relevant article of the Turkish
Code of Commerce; if deemed necessary,
the Board of Directors may appoint a
manager or managers for the execution
stage of the Company affairs for a period
exceeding its term of office.

Even though they are employed with
titles such as; general manager, assistant
general manager, audit board member
etc., persons who work in an equivalent
position with assistant general manager,
or other managers who work in higher
positions with signing authority, must
possess the requisite qualifications
stipulated in the Individual Pension

Law, Capital Markets Law, and in the
relevant legislation. The information and
documents stipulated in the legislation
are sent to the Undersecretariat

of Treasury before performing the
transactions for appointing these people.

General Manager is responsible of
carrying out daily company affairs
within the framework of the principles
stipulated by the Board of Directors.
Board of Directors’ draft agenda is
prepared by our General Manager and
finalized according the suggestions

of the Chairman and Members of our
Board of Directors. Executive organs are
authorized by signature circulars in order
to carry out the Company activities.

In order to achieve the purpose and field
of business of the Company, the Board
of Directors has the power to perform
any type of ordinary and extraordinary
transaction by itself on behalf of the
Company or it may assign commercial
representatives and commercial deputies
and may dismiss them when necessary.
In order to achieve the purpose and
field of business of the Company;

Board of Directors may open branches,
representative agencies, offices,
agencies and may acquire and construct
immovable properties, may acquire



various type of movables, may acquire,
alienate the acquired immovable and
movable properties, valuable papers

and other rights for the properties, or in
accordance with the regulations of the
Capital Markets Board, may restrict them
with a right in rem or may perform other
legal transactions, or may take or give
any type of real and personal guarantees.
Moreover, not limited with the
aforementioned, the Board of Directors
has the power to take decisions about all
activities and transactions that must be
performed except the ones that were left
to the authority of the General Assembly
with the Turkish Code of Commerce or
with this Articles of Association.

Within the scope of the limits stipulated
in the Capital Markets legislation,
Turkish Code of Commerce and the
legislation, Board of Directors is
authorized for getting secured or
unsecured loans, giving loans, making
agreements and for arbitration, waiver,
acceptance and acquittance on behalf of
the Company.

Members of the Board of Directors spare
sufficient time for the Company affairs.

Board of Directors has taken necessary
measures in order to prevent anyone
take confidential (not-publicly-disclosed)
information about the Company and/or
trade secrets out of the Company. Board
of Directors takes a separate decision

for the approval of the Annual Report.
Members of the Board of Directors do not
give in to the pressures that can have
negative impacts on the shareholders.

The other responsibilities Board of

Directors should fulfil by considering the

advice and suggestions of the Company

functions and committees are;

« Approving Company’s annual budget
and business plans,

« Preparing and finalizing Company’s
annual report and presenting it to the
General Assembly,
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 Ensuring that General Assembly
meetings are made in compliance
with the legislation and the Articles
of Association of the Company,

« Complying with the decisions of the
General Assembly,

« Approving the career plans and
awards of the managers,

+ Determining Company policies
regarding shareholders, stakeholders
and public relations,

« Determining Company’s Information
Policy,

« Determining the code of ethics for the
Company and employees,

+ Determining the working principles
of the Committees; Ensuring
that they function effectively and
efficiently,

taking necessary measures in order to

enable the Company’s organization

structure to meet the present-day
circumstances.

Structuring and developing internal
systems, running these systems
effectively, sufficiently and properly,
securing the information obtained from
the accounting and financial reporting
system, determining the powers and
responsibilities within the Company, are
issues that are consequently in the Board
of Directors’ responsibility.

Every year, the members of the Board

of Directors select a chairman and

a deputy chairman who will be the
acting chairman in the absence of the
chairman. The General Manager of the
Company and his/her deputy in his/her
absence are the natural members of the
Board of Directors. Meeting dates and
agenda are determined by the chairman
or deputy chairman. The Board of
Directors convenes as necessitated by the
company affairs upon the chairman’s or
deputy chairman’s call for the meeting.
The meeting date is determined with
the decision of the Board of Directors.
In case, the chairman or the deputy
chairman doesn’t not call the Board

of Directors for the meeting upon the
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written request of one of the members, A secretarial office was established in

then the members will have therightto ~ order to provide information to the

make a call for the meeting ex-officio. Members of our Board of Directors
and our Auditors and to facilitate any

Unless one of the members makes a communication with them.

request for a meeting, the decision of the

Board of Directors can be taken by means ~ Our Board of Directors made 72 (seventy
of sending the written proposal made by ~ two) meetings in 2014. There were no
one of the members regarding a certain Members using negative votes regarding
issue to the other members and getting the decisions of our Board of Directors in
the written approvals of the members for  2014.

this written proposal, in accordance with

the decision quorum included in the 9

Article of this Articles of Association.

Number, Structure and Independency of the Committees established in the Board
of Directors

Within the framework of the Capital Markets Board Corporate Governance
Communiqué’; the following committees were established with the Board of
Directors decision n.2014/62 taken on the 17™ of October 2014.

COMMITTEES

Audit Committee Aul Saryal (Independent Member of BoD)
Anthony Feliks Reczek (Independent Member of BoD)
Corporate Governance Atl Saryal (Independent Member of BoD)
Committee (Also carries Angus Gordon Eaton (Member of BoD)
out the task of the Neriman Ulsever (Member of BoD)
Nomination Committee Mustafa Firat Kuruca (Executive Vice Chairman-
and Remuneration Finance)
Committee)
Early Detection of Risks Anthony Feliks Reczek (Independent Member of BoD)
Committee Nitinbhai Babubhai Maganbhai Amin (Member of

BoD)
Hayri Culhaci (Member of BoD)




Independent Member of the Board of
Directors Mr. Atil Saryal serves in both
the Audit Committee and the Corporate
Governance Committee.

Under the Corporate Governance
Committee; we also have Assets &
Liabilities Committee, Operational Risk
Committee, Technology Committee,
Legal Regulations Committee, and
Discipline Committee.

Qualifications of the Members of the
Board of Directors

Our Board of Directors use their powers
with prudence, within the scope of the
principle of good faith, and with all
kinds of knowhow required to make sure
that tasks are perfectly performed.

As per the legal regulations, insurance
companies’ general managers must at
least have a four year degree of higher
education and minimum ten experience
in one of these fields: insurance,
economics, business administration,
accounting, law, finance, mathematics,
statistics, actuarial science or
engineering while more than half the
Members of the Board of Directors

must have a four year degree of higher
education and minimum three year
experience in one of the above mentioned
fields.
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Members of our Board of Directors do
have the above mentioned qualifications.
They also have:

+ Knowhow and competency in the field
of banking and insurance,

- Skills to read and analyze financial
statements/tables and reports,

+ Basic knowledge of legal regulations
and general market conditions our
Company is subject to,

«  Willpower and capability to attend the
Board of Directors meetings regularly
throughout their term of office.

New Members of our Board of Directors

are provided with an adaptation program

that includes;

¢ Meeting with our managers and
visiting the Departments of our
Company,

 The résumés and performance
assessments of our managers,

¢ Our Company’s strategic targets,
current situation and problems,

+ Our Company’s market share,
financial structure and performance
indicators.

Although there is no specific rule about
our Members of the Board of Directors
assuming other tasks and duties outside
our Company, our Members of the Board
of Directors do not assume any other
tasks or duties apart from their natural
tasks in the corporations they represent

- including their natural tasks in the
entities owned by these corporations they
represent.

Making Transactions with the Company
and Prohibition of Competition
Members of the Board of Directors do

not have any transaction or activity that
may be considered within the scope of
making transactions or competition with
our Company. Thus, they do not have any
transaction or activity that would require
the approval of the General Assembly.
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Risk Management and Internal Control
Mechanism

AvivaSA’s strong risk management
structure is behind determining and
evaluating the opportunities in the
decision taking processes with a risk
based approach. Company’s Internal
Audit department, functioning under the
Board of Directors, provides independent
and objective assurance regarding

the solidity of the Risk Management.
AvivaSA internal audit structure was
built in compliance with the legislation.
AvivaSA’s risk based audit methodology
is in compliance with the international
internal audit standards.

With AvivaSA’s Risk Management
Policies, Risk Management
implementations of the company during
the activity period are reflected.

Risk management function is carried out
by all departments of our organization.

With risk management activities the

aim is to give assurance to the Board of

Directors in the following issues;

« Compliance with legal obligations and
Company Risk Management Policies,

+ Detecting all structural risks the
Company is exposed to and setting the
risk acceptance criteria,

+ Designing and implementing actions
with Internal Control mechanisms
suitable for these risks and reporting
such risks transparently.

Risk management is the principle
approaches our Company implements
to avoid unacceptable results in its
efforts of reaching its targets. The
management approach interacting
with decision taking processes with a
risk based approach, results in using
resources efficiently and thus in meeting
the expectations of all our business
partners, including our customers and
shareholders, at the highest level. The
responsibilities and functions within
this approach named “triple defense
line” are given in the table below:
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RESPONSIBLE

The Company
Management

Detecting, assessing, efficiently
managing, and reporting risks, and
achieving compliance with the Company
policies. Ensuring that the internal
control system is established.

Risk and
Business
Monitoring

Providing support to the Company
management in detecting, assessing,
efficiently managing, and reporting risks.
Ensuring compliance with the Company
policies and correction of non-conforming
issues. Monitoring the continuity of

the internal control system. Helping

the relevant units operate AvivaSA Risk
Management Model.

Internal Audit

Through audits that will be made as per
the legislation; Presenting an objective
and independent assurance to the Board
of Directors about the efficiency of the
company’s risk management and internal
control environment.

Risk Management System

Risk Management Policies and Standards
is a practical guide that explains how
company’s financial, operational and
relative losses can be managed most
suitably in this direction.

Risk management system’s purpose is
to make sure that risks are identified,
measured, monitored and controlled by
means of the policies, implementation
procedures and limits determined

to monitor, control and change (if
necessary) the risk and income structure
of the company’s future cash flows,
and thus the quality and level of the
activities. Risk management activities
are directly administered by the
Company General Manager.

Company'’s Strategic Targets

Our Company’s Board of Directors has
determined our vision and mission and
written this issue in the Annual Report
as well as publicly disclosing it on the
corporate website.

The Board of Directors sets the three-year
strategic targets after discussing the

issue with the CEO and Group Presidents.

Our Board of Directors takes decisions
according to these principles: (i)
Increasing our Company’s market value,
(ii) Carrying out the Company activities
in order to provide the Shareholders
with long term and consistent yield,
(iii) Maintaining the balance between
the Shareholders’ benefits and our
Company’s need to grow.

e Our Vision: To create a network
of trust that is appreciated and
preferred.

e Our Mission: To be a reliable,
innovative and enduring Company
that creates effective financial
solutions for your changing and
developing savings and protection
needs.

« Our Values: Success, Progress,
Human, Trust

Financial Rights

Our Members of the Board of Directors
do not have any other financial rights
apart from honorarium. The amount
of the honorariums is determined by
the General Assembly in line with the
proposals given by the shareholders.
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I do declare that; I am a candidate for assuming the role of an “Independent Member” in the
Board of Directors of AvivaSA Emeklilik ve Hayat A.S. (Company), within the scope of the
criteria stipulated in the legislations, the Articles of Association and the Capital Markets
Board’s Corporate Governance Communiqué (II-17,1), and within this scope;

a) Within the last five years, no executive employment relation that would give important
duties and responsibilities has been established Eetween myself, my spouse, my second
degree relatives by blood or by marriage and; (i) the Company; (i) the partnerships
(subsidiaries) where the Company has the control as per *TFRS 10; (iii) the partnerships where
the Company has significant influence as per **TMS28; (iv) the shareholders who control the
management of the Company or who have significant influence at the Company (TMS 28) and,
(v) juridical persons controlled by these shareholders; and that I neither possess more than

5%1 of any and all capital or voting rights or privileged shares nor have significant commercial
relations,

b) Within the last five years, I have not worked as an executive manager who would have
important duties and responsibilities or have not been a member of the Board of Directors or
been a shareholder (more than 5%) particularly in the companies that provide auditing, rating
and consulting services for the Company (including tax audit, legal audit, internal audit), and
in the companies that the Company purchase products and services from or sells products and
services to within the framework of the agreements signed (during the timeframe of selling/
purchasing of the products and services,

c)Ido have the professional training, knowledge, and experience that will help me properly
carry out the tasks and duties I will assume as a result of my independent membership in the
Board of Directors,

d) In accordance with the relevant legislation, I am not working / will not be working fulltime
in public institutions and organizations (except working as an academician at the university)
after being elected as a member,

e)Iam a resident in Turkey according to the Income Tax Law (n.193) dated 31/12/1960,

f) I do have the strong ethical standards, professional standing and experience that will help
me positively contribute to the activities of the Company and remain neutral in conflicts of
interests between the company’s shareholders, and that will help me take decisions freely by
taking the rights of the stakeholders into consideration,

g) I will spare the sufficient time for the business of the Company to an extent that will help
me pursue the activities of the Company and fulfil the requirements of my tasks and duties,

h) I have not been a member of the Board of Directors of the Company for more than six years
within the last decade,

i) I have not been an independent member of the Board of Directors in the Company or in more
than three of the companies controlled by the shareholders who control the management of
the Company and in more than five of the publicly traded companies in total,

j) I have not been registered and announced on behalf of the juridical person elected as
member of the Board of Directors.

I submit this Independence Statement for the information of the Board of Directors, General
Assembly, our shareholders and all stakeholders.

Atl Saryal
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DECLARATIONS

I do declare that; I am a candidate for assuming the role of an “Independent Member” in the
Board of Directors of AvivaSA Emeklilik ve Hayat A.S. (Company), within the scope of the
criteria stipulated in the legislations, the Articles of Association and the Capital Markets
Board’s Corporate Governance Communiqué (I1I-17,1), and within this scope;

a) Within the last five years, no executive employment relation that would give important
duties and responsibilities has been established {;etween myself, my spouse, my second
degree relatives by blood or by marriage and; (i) the Company; (i) the partnerships
(subsidiaries) where the Company has the control as per *TFRS 10; (iii) the partnerships where
the Company has significant influence as per **TMS28; (iv) the shareholders who control the
management of the Company or who have significant influence at the Company (TMS 28) and,
(v) juridical persons controlled by these shareholders; and that I neither possess more than

5%1 of any and all capital or voting rights or privileged shares nor have significant commercial
relations,

b) Within the last five years, I have not worked as an executive manager who would have
important duties and responsibilities or have not been a member of the Board of Directors or
been a shareholder (more than 5%) particularly in the companies that provide auditing, rating
and consulting services for the Company (including tax audit, legal audit, internal audit), and
in the companies that the Company purchase products and services from or sells products and
services to within the framework of the agreements signed (during the timeframe of selling/
purchasing of the products and services,

c)Ido have the professional training, knowledge, and experience that will help me properly
carry out the tasks and duties I will assume as a result of my independent membership in the
Board of Directors,

d) In accordance with the relevant legislation, I am not working / will not be working fulltime
in public institutions and organizations (except working as an academician at the university)
after being elected as a member,

e)Iam a resident in Turkey according to the Income Tax Law (n.193) dated 31/12/1960,

f) I do have the strong ethical standards, professional standing and experience that will help
me positively contribute to the activities of the Company and remain neutral in conflicts of
interests between the company’s shareholders, and that will help me take decisions freely by
taking the rights of the stakeholders into consideration,

g) I will spare the sufficient time for the business of the Company to an extent that will help
me pursue the activities of the Company and fulfil the requirements of my tasks and duties,

h) I have not been a member of the Board of Directors of the Company for more than six years
within the last decade,

i) I have not been an independent member of the Board of Directors in the Company or in more
than three of the companies controlled by the shareholders who control the management of
the Company and in more than five of the publicly traded companies in total,

j) I have not been registered and announced on behalf of the juridical person elected as
member of the Board of Directors.

I submit this Independence Statement for the information of the Board of Directors, General
Assembly, our shareholders and all stakeholders.

Anthony Feliks Reczek
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Within the framework of the Capital Markets Board Corporate
Governance Communiqué’ (II-17.1); the following committees were
established with the Board of Directors decision n.2014/62 taken on the
17th of October 2014.

1- Audit Committee: Committee is composed of two independent
members of the Board of Directors; Atil Saryal and Anthony Feliks
Reczek.

2- Corporate Governance Committee: Committee is composed of four
members: Independent member of the Board of Directors Atil Saryal,
Member of the Board of Directors Neriman Ulsever, Member of the
Board of Directors Angus Gordon Eaton and our Company’s Assistant
General Manager in charge of Finance Mustafa Firat Kuruca. Atil Saryal
is the Chairman of the Committee.

Corporate Governance Committee also carries out the tasks of the
“Nomination Committee” and “Remuneration Committee”.

3- Early Detection of Risks Committee: Committee is composed of
three members: Independent member of the Board of Directors Anthony
Feliks Reczek, Member of the Board of Directors Nitinbhai Babubhai
Maganbhai Amin and Member of the Board of Directors Hayri Culhaci.
Anthony Feliks Reczek is the Chairman of the Committee.



POLICY

AVIVASA EMEKLILIK VE HAYAT A.S.
INFORMATION POLICY

1. Purpose

AvivaSA Emeklilik ve Hayat A.S.
(“Company”) management is in
transparent and close communication
with the shareholders.

The Company management adopts the
principle of implementing strategic
plans, and sharing the their outcomes

- within the framework of financial
reporting standards and Capital

Markets Legislation - completely, fairly,
accurately, promptly, comprehensibly,
and equally with the Shareholders,
Investors and Capital Markets specialists
(including Capital Markets participants).

Regarding “Public Disclosure”; the
Company complies with the Capital
Markets Legislation; Turkish Code of
Commerce legislation and Borsa Istanbul
A.S. (BIST) regulations; and pays utmost
attention to practice the principles
stipulated in the CMB Corporate
Governance Principles.

Information Policy covers all employees
and consultants of the Company;

and regulates the written/oral
communication between the Company
and the Capital Markets participants.

Company’s Information Policy, prepared
as per the Capital Markets Board 17
“Communique on Disclosure of Material
Matters” (series: 11 15.1); is available for
all stakeholders on the Company website
(www.avivasa.com.tr) registered in the
Trade Registry.
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2. Powers/Functions and Responsibility
Information Policy was prepared and
approved by the Board of Directors within
the framework of Corporate Governance
Principles of CMB. Monitoring, pursuing
and developing the Company’s Public
Disclosure and Information Policy are
under the Board of Directors’ Powers/
Functions and Responsibility.

Assistant General Manager of Finance
and the Investor Relations Department
serving under this position are assigned
to pursue and monitor all issue about
public disclosure.

3. Public Disclosure Methods and Tools
Information is provided via several
informative tools such as; disclosure of
material matters, financial statements
and reports, annual reports, webpage,
presentations, Investor meetings and
teleconferences, information letters,
press bulletins, Trade Registry Gazette.
Below is the list of the basic public
disclosure methods and tools used by the
Company provided that the provisions
of the Capital Markets Legislation and
the Turkish Code of Commerce (TTK) are
reserved;

 Disclosure of material matters via
Public disclosure Platform (KAP),

« Financial statements and footnotes,
independent audit reports,
statements (declarations) and annual
reports submitted periodically to the
Public disclosure Platform (KAP)

+ Adsand announcements made via
Trade Registry Gazette (circular, call
for the General Assembly etc.),

¢ Press announcements made via visual
and printed media,

CORPORATE GOVERNANCE
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+ Announcements made via Reuters,
Forex etc. data distribution
corporations,

+ One-on-one or tele-conference
meetings made (for informative
purposes) with capital markets
participants,

« Announcements made via Corporate
Website, (www.avivasa.com.tr),

+ Announcements made via
communication methods and tools
such as phone, mobile phone (wap
and similar technologies), e-mail
telefax etc.

4. Publicly Announcing the Financial
Statements

Company’s financial statements and
footnotes are prepared and issued on
consolidated basis in conformity with
the Turkish Accounting Standards /
Turkish Financial Reporting Standards
(TMS/TERS). After being independently
audited, annual and sixth-month
financial statements are publicly
announced.

Before the financial statements and
footnotes are publicly announced,

they are approved by the Board of
Directors, upon the consent of the Audit
Committee, within the framework of
the provisions of the Capital Markets
Legislation. After signing the statement
of accuracy upon the Board of Directors’
approval, financial statements and
footnotes and independent audit report
and its attached documents are published
on the Company website and publicly
announced via KAP (Public Disclosure

Platform) in line with the CMB and BIST
regulations. Interim period financial
statements and footnotes are also
available on the Company Website.

5. Publicly Announcing the Annual
report

Annual report is prepared and issued

in conformity with the Capital Markets
Legislation and CMB Corporate
Governance Principles. The annual report
is approved by the Board of Directors and
publicly announced together with the
financial statements. The annual report
is published on the Company Website
(www.avivasa.com.tr).

Furthermore, a summarized annual
report is prepared for each quarter and
published together with the financial
statements via KAP and on the Company
Website. The annual report prepared for
the year is also printed to be submitted to
the relevant persons/authorities.

6. Public Disclosure of Material Matters
and Authorized Persons

Company announcements regarding
material matters are prepared by the
Assistant General Manager of Finance
and Investor Relations Department

and signed in electronic environment,
then submitted to KAP and publicly
announced.

Announcements regarding material
matters are prepared in a prompt,
accurate, comprehensible, sufficient
manner without any misleading
expressions with the purpose of helping
the entities make a decision.



If any of the Company employees detects
that an important, private, and not-
publicly-disclosed information was
unintentionally publicly disclosed,
he/she will immediately inform the
Investor Relations Department about
the situation. In such case, Assistant
General Manager of Finance and Investor
Relations Department will prepare

a suitable announcement regarding

the material matter in line with the
provisions of the Capital Markets
Legislation.

Disclosure of material matters is
published by the Company on the website
(www.avivasa.com.tr) in Turkish and
English, on the next working day at the
latest after the announcement is made.
These announcements will be available
on the website for five years.

7. Persons Authorized to Make Public
Announcements

Apart from the above mentioned
notifications, written and oral
information requests made by the
Capital Markets Participants or by

any other entity are evaluated by the
Assistant General Manager of Finance
and Investor Relations Department. In
the evaluation; it is considered whether
or not the request is interfering with
trade secrets and whether it might have
any impacts on investment decision and
Capital Market instruments within the
framework of the Capital Markets Board
“Communique on Material Matters”

(Il - 15.1). Written and oral information
requests will be answered by the relevant
unit after they are evaluated by the
Assistant General Manager of Finance
and Investor Relations Department.

Press announcements made via printed
and visual media and data distribution
channels such as Reuters, Forex etc.,
can only be made by the Chairman of the
Board of Directors, the General Manager,
the Assistant General Manager in charge
of Finance or persons authorized by the
General Manager.
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Apart from this, Company employees
cannot answer the questions received
from Capital Markets participants.
Received information requests are
forwarded to the Assistant General
Manager of Finance and Investor
Relations Department.

8. Persons Who Have Administrative
Responsibilities and List of Persons
Who Have Access to Internal
Information

Persons who have administrative
responsibilities, are those who

regularly have direct or indirect access

to Company’s internal information

and who are authorized to take
administrative decisions that have
impacts on Company'’s future progress
and commercial targets. Thus; those who
are not authorized to take administrative
decisions are not considered as persons
who have administrative responsibility
and regular access to internal
information.

Persons who have administrative
responsibilities and regular access
to internal information - besides the
Members of the Board of Directors

- are the members of the Executive
Committee.

The list of persons who have access to
internal information - to be submitted
to CMB and/or BIST as per the 7™

Article of the Capital Markets Board
“Communique on Material Matters” (II -
15.1) - are kept in printed format by the
Assistant General Manager of Finance
and Investor Relations Department.
Everyone in the list is notified during
their term of office about complying with
the protection of internal information
and rules of confidentiality. Being

kept in the Company, this list has also
been forwarded to the Central Registry
Agency. In case the names in this list
change, notification will be renewed.

CORPORATE GOVERNANCE
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9. Communication with Capital
Markets Participants

The Company does not make any
suggestions about interim and annual
activity results and expectations.
Instead of this, the Company prefers to
communicate with the Capital Markets
participants about the critical issues
that have impact on activity results, its
strategic approaches, and important
components that give a clearer view of
the sector and the environment where
the activities are carried out. Unless
otherwise specified in the Information
Policy, only the persons authorized

to make public announcements can
communicate with the Capital Markets
participants.

10. False News in the Market

In principle, the Company does not
make any comments about market
rumors and speculations. Marketing
department keeps track of the rumors
and speculations about the Company

in press and media and on internet and
informs the Assistant General Manager
of Finance and Investor Relations
Department. Assistant General Manager
of Finance and Investor Relations
Department evaluate whether such news
and information would have any impacts
on capital instruments or not.

Assistant General Manager of Finance
and Investor Relations Department
decide whether to make a material
matter announcement or not within the
framework of the 9™ Article of the Capital
Markets Board “Communique on Material
Matters” (II - 15.1).

On the other hand, an announcement
will be made about the market rumors
and speculations within the framework
of the provisions of the Capital Markets
Legislation if a verification request
comes from CMB and/or BIST or if the
management decides that it is necessary
and more suitable to give an answer.

11. General Assembly Meetings
Regarding the General Assembly
meetings, the Company makes
announcements in conformity with the
relevant regulations it is subject to and
with the Articles of Association of the
Company. The Company makes sure that
questions - that do not interfere with
trade secrets - asked by the shareholders
at the Ceneral Assembly meetings are
answered during the General Assembly.
Questions that are not answered at the
General Assembly meeting and that do
not interfere with trade secrets, will

be answered in conformity with this
Information Policy and relevant.

12. Postponing Public Disclosure of
Internal Information

Listed persons who have access to the
Company’s internal information are
informed about their obligations of;

(i) keeping the not-publicly-disclosed
internal information they might obtain
while carrying out their tasks or making
business and transactions on behalf of the
Company confidential, (ii) not using such
information for their personal benefit and
for the benefit of the third parties or (iii)
not disclosing such information to third
parties without permission.



In order to avoid any damage to its
legitimate interests, and prevent any
misleading of investors, the Company
may postpone the public disclosure

of the internal information within

the framework of the 6 Article of the
“Communique on Material Matters”

(Il -15.1), and informs relevant persons
about the postponement and takes
necessary measures for maintaining
confidentiality. Such postponement will
be made upon the written approval of the
Board of Directors, the General Manager,
the Assistant General Manager in charge
of Finance or persons authorized by the
General Manager.

The moment reasons behind postponing
the public disclosure of the internal
information end, a public announcement
is made in conformity with the
legislation. In the announcement, the
reason for postponement is included.

13. Meetings With Investors and
Analysts

The Assistant General Manager of
Finance is responsible for conducting
the activities of regularly carrying out
relations with the existing and potential
Shareholders, efficiently answering
investors’ questions and increasing the
Company’s value.

Assistant General Manager of Finance
uses various tools such as; roadshows,
teleconferences, e-mail, fax, analyst
presentations, announcements made
for directly providing information

and etc., necessary to increase the
Company’s reputability and preferability,
to emphasize the advantageous sides

of the Company compared to its
equivalents, and to make the Company
more preferable for corporations that
invest in developing markets. Meeting
requests received from the Shareholders
are answered positively; and interview
opportunities are provided at the
maximum level.
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The Company considers the analyst
reports as the property of the firm
issuing the report, and thus the
Company does not publish them on

its website (www.avivasa.com.tr).

The Company does not review, verify,
confirm, take the responsibility of,

and publicize the analyst reports or
revenue models. On the other hand;

in some specific and limited situations
and upon request, the Company may
review the analyst reports in order to
avoid misinformation of the public
provided that only publicly available and
retrospective information is used within
the limits of a specific issue.

14. Public Disclosure of Future
Assessments

From time to time, the Company may
publicly announce its expectations

for future in conformity with its
Information Policy. Future Assessments
may only be announced upon the Board
of Directors’ decision or with the written
approval of the person authorized by

the Board of Directors. Maximum four
announcements can be made within

the year. The announcement can be
made via Public Disclosure Platform
(KAP) in Disclosure of Material Matters
format or presentation format. In case of
important changes, this number can be
exceeded. Relevant persons are informed
about the fact that publicly shared
future assessments are hypothetical and
thus the outcomes may vary. In case of
changes in the future assessments or in
case it is seen that assessments will not
be actualized, a public announcement

is made via same tools without losing
time.
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15. Quiet Period
With the purpose of preventing
asymmetric information distribution
and unauthorized announcements
about the activities, the Company avoids
discussing the financial results and other
related issues with the Capital Markets
participants in certain periods of the
calendar year. This period is called the
“quiet period”. For the Company, the
quiet period begins on the days following
the end of the quarterly interim, six-
month and annual accounting periods
and ends on the next working day after
the date of publicly announcing the
financial statements and footnotes.
Throughout the Company’s quiet period;
« Company’s financial situation will not
be discussed with the Capital Markets
participants in one-on-one or group
meetings, except publicly shared
information.
 Provided that the provisions of the
Capital Markets Legislation are
reserved; no opinions about the
activities and financial situation of
Company will be shared unless it is
necessary.

 Apart from the publicly shared
information, questions asked by
one-on-one or small groups about the
financial results will not be answered;
and no announcements will be
made to such groups. In such cases,
announcements will be available on
the website (www.avivasa.com.tr).

Furthermore, it is forbidden for persons
who have internal information or
continuous information or their spouses,
children or others who live with them

to make transactions in the Company’s
Capital Markets instruments during the
quiet period.

16. Market Abuse

Within the framework of the relevant
provisions of the Capital Markets Board
Communiqué (Series: VI 104.1), the
Company Board of Directors takes and
implements necessary actions about the
persons on the internal information list;
not to use the Company’s not-publicly-
available confidential information and/
or trade secrets for their personal benefit
or for the benefit of others within the
scope of Market Abuse, and not to give
false, misleading information about the
Company and not to spread such news.



17. Company’s Website
(www.avivasa.com.tr)

For Public Disclosure, the Company
Website on the address http://www.
avivasa.com.tr is actively used as
stipulated in CMB Corporate Governance
Principles. The announcements

made on the Company’s Website, do

not supersede the notification and
disclosure of material matters that must
be made as per the provisions of the
Capital Markets Legislation. All public
announcements made by the Company
are accessible on the website. Thus, the
website is structured and segmented
accordingly. All measures are taken for
the security of the website. The website
is designed in Turkish having the
content and structure stipulated by the
CMB Corporate Governance Principles.
Disclosure of Material Matters, Financial
Reports, Annual Report and some of

the information is available in English.
In the website the following items are
highlighted; call for General Assembly
meetings, in particular; information
document regarding the agenda items;
other information, document and reports
about the agenda items; information on
the methods of attending the General
Assembly. Efforts to improve the website
permanently continue.
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Important topics available on the
Company’s corporate website are as
follows:

Detailed information on corporate
identity,

Vision and main strategies,
Information about the Members

of the Board of Directors and top
management,

Company’s organization and
shareholders’ structure,

CMB Disclosure of material matters,
The articles of association of the
Company,

Trade registry information,
Financial information,

Press announcements,

General Assembly meeting date,
agenda, explanations about the
agenda items,

General Assembly meeting minutes
and list of attendants,

Power of attorney sample,
Corporate Governance
implementations and compliance
report,

Profit distribution policy &history and
capital increases,

Information Policy,

Remuneration Policy,

Frequently Asked Questions.
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Deloitte. oty et

Serbest Muhasebeci
Mali Mizsavirlik A5,
Maslak nol Plaza

Eski BiyOkdere Caddesi
Maslak Mahallesi No:1
Maslak, Sarryer 34398
Istanbul, Tarkiye

Tel : +80 (212) 366 6000
Fax : +80 (212) 366 6010
www.deloitte.com.tr

Mersis No: 0291001097600016
Ticari Sicil No : 304089

To the Board of Directors of
AvivaSA Emeklilik ve Hayat Anonim Sirketi:

We have audited the accompanying financial statements of AvivaSA Emeklilik ve Hayat Anonim Sirketi (“the
Company”), which comprise the statement of financial position as at 31 December 2014, and the statements of
profit or loss, comprehensive income, changes in equity and cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information.

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with International Financial Reporting Standards, and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material misstatement, whether due
to fraud or error.

Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with International Standards on Auditing. Those standards require that we comply with
relevant ethical requirements and plan and perform the audit to obtain reasonable assurance whether the financial
statements are free of material misstatements.

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.
Opinion
In our opinion, the financial statements give a true and fair view of the financial position of AvivaSA Emeklilik

ve Hayat Anonim Sirketi as at 31 December 2014 and of its financial performance and its cash flows for the year
then ended in accordance with International Financial Reporting Standards.

istanbul, February 23, 2015

DRT BAGIMSIZ DENETIM VE SERBEST MUHASEBECI MALI MUSAVIRLIK A.S.
Member of DELOITTE TOUCHE TOHMATSU LIMITED
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AvivaSA Emeklilik ve Hayat A.S.

STATEMENT OF FINANCIAL POSITION AS AT DECEMBER 31, 2014

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

December 31,

December 31,

Assets Note 2014 2013
Cash and cash equivalents 5 394,414,565 314,537,220
Financial assets 6 358,396,058 345,957,494
Premium and other insurance receivables 8 24,034,051 15,049,206
Reinsurance share of insurance liabilities 7 6,471,662 6,072,929
Deferred expenses 19 204,950,612 149,079,359
Other financial assets 13 838,932 838,932
Pension business receivables 9 9,728,797 8,466,912
Current tax assets 17 - 16,212
Other assets 10 7,273,918 6,133,995
Property and equipment, net 11 5,773,454 6,016,157
Intangible assets, net 12 27,638,737 10,517,606

Total assets 1,039,520,786 862,686,022

December 31, December 31,

Liabilities Note 2014 2013

Financial liabilities 14 1,673,509 -

Due to insurance and reinsurance companies 15 7,686,218 5,918,543

Pension business payables 9 170,126,993 103,631,681

Insurance contract liabilities 21 432,591,674 410,395,284

Provision for employment termination benefits 18 7,228,051 2,571,128

Deferred tax liabilities 17 30,036,082 20,379,793

Current tax liabilities 17 2,273,541 -

Other payables and liabilities 20 24,622,555 23,565,570

Other provisions 16 29,573,881 24,482,093

Total liabilities 705,812,504 590,944,092

Share capital 22 51,971,980 51,971,980

Items that may be reclassified to profit or loss

Fair value reserves from available for sale assets 22 (683,131) (5,913,273)

Other capital reserves 22 66,865,115 66,865,115

Profit reserves 22 18,449,521 14,308,418

Retained earnings 109,983,056 72,908,615

Profit for the year 87,121,741 71,601,075

Total shareholders' equity 333,708,282 271,741,930

Total equity and liabilities 1,039,520,786 862,686,022

The accompanying notes form an integral part of these financial statements.
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STATEMENT OF PROFIT OR LOSS FOR THE YEAR ENDED DECEMBER 31, 2014

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

January 1 - January 1 -
Statement of Income Note December 31, 2014  December 31, 2013
Income:
Gross written premiums 24 258,314,812 232,887,670
Premium ceded to reinsurers 24 (8,730,051) (8,888,965)
Premium written net of reinsurance 24 249,584,761 223,998,705
Net change in provision for unearned
premiums reserves 21 (10,770,658) (1,770,097)
Net premiums earned 238,814,103 222,228,608
Net change in mathematical reserves 21 69,649,371 100,955,861
Income generated from pension business 25 164,743,556 127,801,258
Investment and other income/(expense), net 28 40,600,478 32,417,744
Commission income 27 2,483,812 2,903,680
Foreign exchange gain, net 26 3,763,832 9,161,927
Total income 520,055,152 495,469,078
Expenses:
Claims paid and change in outstanding claims
provisions 21 (139,826,884) (176,344,664)
General and administrative expenses 30 (175,037,153) (146,577,591)
Pension expenses including commission 29 (46,764,668) (35,706,028)
Commission expense 27 (47,586,011) (44,597,675)
Other income / (expense), net 31 (948,909) (1,144,396)
Total expenses (410,163,625) (404,370,354)
Profit before taxes 109,891,527 91,098,724
Income tax expense 17 (22,769,786) (19,497,649)
Profit for the year 87,121,741 71,601,075
Earnings per share (TL 0.01 nominal value per share) 23 0.0243 0.0200

The accompanying notes form an integral part of these financial statements.
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AvivaSA Emeklilik ve Hayat A.S.

STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED DECEMBER 31, 2014

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

January 1 - January 1 -
Note December 31, 2014 December 31, 2013
Profit for the year 87,121,741 71,601,075
Other comprehensive income:
Items that may be reclassified subsequently
to profit or loss:
Net gain/(loss) on available-for-sale assets 6,537,678 (9,538,595)
Income tax relating to components of other comprehensive income (1,307,536) 1,712,644
Net other comprehensive income/(loss) that
may be reclassified to profit or loss 22
in sub t periods 5,230,142 (7,825,951)
Items that will not be reclassified subsequently to profit or loss:
Actuarial loss on employee termination benefits (5,333,398) (606,098)
Deferred tax income relating to actuarial loss 22 1,066,680 121,220
Net other comprehensive loss not being reclassified
to profit or loss in subsequent periods (4,266,718) (484,878)
Other comprehensive income / (loss), net of tax 22 963,424 (8,310,829)
Total comprehensive income, net of tax 88,085,165 63,290,246

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



SINIWILVLS TVIDONVNIA

*SJUOWIAIE)S [BIOURUL) 9sAY) JO 1aed [RIouI UB W0} sojou SuiAuedwodoe ay |,

155

AvivaSA Annual Report 2014

T8T'B0L EEE TPLITI'LS 950°€86°60 1 12S°6¥1'81 (1€1°€89) STI°S98°99 086°IL6'TS PLOT ‘1€ 1quIddd( Je ddueey
(E18°811°9D) - (€18811°90) - - - - (44 Juewiked puspialq
- (SLO'T09°TL) TL6'6SY LY O IPIY - - - 4 Jojsuel],
S91°S80°88 TPLTTIL8 (81L°99T}) - THI0ET'S - duIodur dAISUdYAIdwod [ejo L
yIr'e96 - (81L°99TF) - TPI0ET’S - - w (SSO]) /oWOoUI SAISUYRIdW0d YO
IPLITILS I¥L1C1°L8 - - - - - 1894 3y 10§ JJoIg
0€6'TPLILT SLOT09TL S19°806°TL SIP°80E 1L (ELTE16°S) SII'S9899 086 1L6'TS $10T ‘1 Arenuer je 2duefeq
e10], sguruIed SIAIISAI s)asse SIAIISAI rended aaeys  djoN
JedA 9Y) 10J JJodd  pauIeIdYy myoad [erdueuly des — 10j d[qe[ieae [eyded Y0

10J SIAIISAI AN[BA J1e]
/sS0] 10 Jijoad 0) PILJISSB[IIA
aq Aeur jey) swd|

0€6 TPLILT SLOT09°TL S19°806°TL SIH'80Eb1 (ELT°E16°S) STI°598°99 086°1L6°1S €107 ‘1€ 19quddA( It doue[eg
(SHrTe9°ce) - (SvrTegee) - - - - w Juowiked puapiAI(q
- (hL8TIE 6Y) SI8TCTHY 650°0¥1°S - - - (44 Topsuel],
9rT°06T°€9 SLO‘TO9°TL (8L8°v8Y) (1S6°ST8°L) u0dur AAISUIYAIdwI0d [B)0,
(628°01€'8) - (8L8°t81) - (156°58°L) - - w (SSO]) /oW0OUT SAISURYRIAWI0D 1910
SLO‘TO9TL SLOTO9TL - - - - - 183K A1) 10§ 1j0Ig
6T1v80°THT YL8 TIE 6F £21°608°79 65£°891°6 8L9°TI6°1 STI°598°99 086°1L6°1S €107 ‘T Arenuer ju douejeq
eioL mwﬂmﬂhsw SOAIISAI sjosse SIAIISAI —_wumn—ﬁu areys JJON

183K YY) J0J JJoId  PIuUTEINY moag [eoueuly dfes — 10§ dqeieae [eyded JYQ
10J SIAIISAI INJBA 1]
/550] 10 31j0ad 0) PILJISSE[IIA
9q Aewn jey) Swd)|

("pareorpur ASIMIAYIO ssajun (T 1,,) BIIT Ysppn] ur passaidxs syunoury)
¥10T ‘1€ YJAGNADTA IANT IVAA FHL YO ALINOT NI SHONVHD A0 INFWALVLS

"'V JeAeH A NI[IPPWY VSEAIAY



156 AvivaSA Annual Report 2014

AvivaSA Emeklilik ve Hayat A.S.

STATEMENT OF CASH FLOWS FOR THE FOR THE YEAR ENDED DECEMBER 31, 2014

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

January 1 - January 1 -
December 31, December 31,
Note 2014 2013
Cash flows from operating activities:
Profit for the year 87,121,741 71,601,075
Income taxes 17 22,769,786 19,497,649
Depreciation and amortization 30 4,552,130 3,822,437
(Gains) / losses from sale of property and equipment (7,550) (4,130)
Interest income (36,718,685) (33,501,970)
Unrealized exchange rates (gains) / losses from cash and cash equivalents (1,662,310) (1,377,746)
Fair value changes in financial assets (30,635,064) 37,012,106
Increase in claims provision 21 139,931,276 177,350,415
Change in life mathematical reserves 21 3,179,447 (70,948,661)
Change in provision for unearned premiums reserves 21 11,064,979 1,725,063
Change in provision for employment termination benefits 18 6,718,254 3,165,242
Change in other provisions 37,331,501 4,267,587
Operating profit before ck in operating assets / liabilities 243,645,505 212,609,067
Changes in operating assets and liabilities:
Change in premium and other insurance receivables (8,984,845) (4,796,367)
Change in other assets (1,139,923) (3,510,419)
Change in deferred expenses (55,871,252) (50,411,182)
Change in pension business receivables (1,261,885) 2,187,046
Change in pension business payables 66,495,312 31,169,763
Taxes paid (33,934,908) (7,819,742)
Cash paid for claims settled during the year, net 21 (131,979,333) (170,202,088)
Employment termination benefits paid 18 (1,368,903) (2,404,128)
Net cash provided from operating acti 75,599,768 6,821,950
Cash flows from investing activities:
Acquisition of property and equipment 11 (2,070,401) (2,139,251)
Acquisition of intangible assets 12 (19,360,157) (7,585,226)
Purchases of financial assets 6 (334,478,170) (2,343,898,587)
Proceeds from sale of financial assets 346,250,615 2,362,095,087
Change in time deposits with maturities more than 3 months 1,745,159 22,628,340
Interest received 36,340,876 33,620,491
Net cash provided by investing activities 28,427,922 64,720,854
Cash flow from financing activities:
Dividend payment 22 (26,118,813) (33,632,445)
Change in financial liabilities 1,673,509 (1,189,477)
Net cash used in fi ing activities (24,445,304) (34,821,922)
Effect of exchange rates on cash and cash equivalents 1,662,310 1,377,746
Net increase in cash and cash equivalents 81,244,696 38,098,628
Cash and cash equivalents at the beginning of the period 312,313,249 274,214,621
Cash and cash equivalents at the end of the period 5 393,557,945 312,313,249

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

AvivaSA Emeklilik ve Hayat Anonim Sirketi (“the Company”) was established on October 31, 2007 by the merger of
Ak Emeklilik Anonim Sirketi (“Ak Emeklilik””) with Aviva Hayat ve Emeklilik Anonim Sirketi (Aviva Emeklilik).

Ak Emeklilik was established in Istanbul on December 6, 1941 with the title of Dogan Sigorta A.S. On October 3,
1995, the title of Dogan Sigorta A.S. was changed as to “Akhayat Sigorta Anonim Sirketi” and declared on the Trade
Registry Gazette.

Akhayat Sigorta Anonim Sirketi was transformed into a pension company with the official letter of the Republic of
Turkey Prime Ministry Undersecretariat of Treasury (the “Undersecretariat of Treasury”) dated December 3, 2002
numbered 77941.

Based on the decision of the Board of Directors of Akhayat Sigorta Anonim Sirketi dated December 11, 2002 numbered
26 and the Extraordinary General Meeting held on January 23, 2003, it has been decided to amend the articles of
association for change in company title and scope of the operations and to add Article 40 related to Pension Investment
Fund Portfolio and Portfolio Managers. The title of Akhayat Sigorta Anonim Sirketi has been changed as “Ak
Emeklilik Anonim Sirketi” and declared on Trade Registry Gazette dated January 31, 2003 numbered 5730.

Following the frame agreed upon the merger contract dated July 27, 2007 and pursuant to Turkish Commercial Code
Article 451 and Corporate Tax Law Article 19-20, Ak Emeklilik has acquired Aviva Emeklilik together with all assets
and liabilities as a whole through dissolution without liquidation. Ak Emeklilik has become the successor of Aviva
Emeklilik. Merger transaction has been realized pursuant to valuations of expert committee assigned by Decision No.
2007/876 D. of Kadikdoy Commercial Court of First Instance No. 3 dated July 11, 2007 with the expert report dated 16
July 2007 based on balance sheets of Ak Emeklilik and Aviva Emeklilik as of 31 May 2007 together with other
information. This merger has been published on Trade Registry Gazette No. 6930 dated on November 6, 2007 and new
title of the Company was announced as “AvivaSA Emeklilik ve Hayat Anonim Sirketi”.

After the merger, shareholders of the Company are Aviva International Holdings Limited (“Aviva International”)
(49.83% share ratio) and Aksigorta Anonim Sirketi (“Aksigorta”) (49.83% share ratio).

Aksigorta Anonim Sirketi transferred its shares of AvivaSA Emeklilik ve Hayat A.S. to Haci1 Omer Sabanci Holding
A.S. within the scope of clause “b” of Paragraph 3 of Article 3 of Corporate Tax Law numbered 5520 and under the
provisions of "Partial Division of Corporations and Limited Liability Companies Procedures and Operations Joint
Communiqué on Principles of Editing" published in the Official Gazette No. 25230 dated 16.09.2003. The transfer
was registered and announced on January 12, 2010 and published in the Trade Registry Gazette No. 7481 dated January
18, 2010.

Aviva International Holdings Limited transferred its shares of AvivaSA Emeklilik ve Hayat A.S. to Aviva Europe SE
on October 28, 2011.

The main shareholders of the Company are Aviva Europe SE and Hact Omer Sabanci Holding A.S., The Company
operates as a joint venture. Aviva Europe SE and Haci1 Omer Sabanci Holding A.S.; each held 49.83% of the shares
before offering 19.67% of the shares of the Company to public on November 13, 2014. As a result of the initial public
offering, the shares of the Company have been listed on Borsa Istanbul A.S. (“BIST”) as of November 13, 2014. After
the price stabilization activities, the Company’s main shareholders’ share in partnership are 41.28% each as of
December 31, 2014 and the percentage of shares which are publicly traded are 17.15%.

The Company is engaged in pension business and life insurance. The Company also issues insurance policy for
personal accidents.

On July 7, 2003, Ak Emeklilik acquired a pension operating license from the Undersecretariat of Treasury to operate
in the pension branch. The individual pension investment funds were registered by the Capital Market Board (CMB)
on September 26, 2003 and the sale of pension products started as of October 27, 2003.
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1. Corporate information (continued)

On August 26, 2003, Aviva Emeklilik acquired a pension operating license from the Undersecretariat of Treasury to
operate also in the pension branch. The individual pension investment funds were registered by the Capital Market
Board (CMB) on October 27, 2003, the individual retirement plans were approved on December 12, 2003 and the sale
of pension products started as of December 15, 2003. In accordance with the decree of the Board of Directors dated
October 8, 2007 and numbered 15, it was decided that the pension investment funds of Aviva Emeklilik shall be
transferred to Ak Emeklilik as of October 31, 2007. The pension funds of the Company have been managed by Ak
Portfoy as of November 1, 2007. AvivaSA Emeklilik ve Hayat A.S. Biiyiime Amagli Performans Esnek Emeklilik
Yatirim Fonu, established as of December 20, 2011, started to be managed by Ata Portfdy.

In accordance with the permission acquired from CMB dated November 20, 2008 and numbered 15-1098, the names
of Pension Investment Funds have been changed. The amendments were put into practice as of December 5, 2008.

As of December 31, 2014, there are 24 pension investment funds established by the Company (December 31,2013: 24
pension funds). The pension investment funds established by the Company are as follows:

Name of Pension Fund Date of Establish t
AvivaSA Emeklilik ve Hayat A.S. Gelir Amagli Kamu Dis Borglanma Araglart Emeklilik Yatirim Fonu 21.10.2003
AvivaSA Emeklilik ve Hayat A.S. Dengeli Emeklilik Yatirim Fonu 21.10.2003
AvivaSA Emeklilik ve Hayat A.S. Esnek Emeklilik Yatirim Fonu 21.10.2003
AvivaSA Emeklilik ve Hayat A.$. Kamu Dis Borglanma Araglari Emeklilik Yatirim Fonu 08.11.2005
AvivaSA Emeklilik ve Hayat A.$. Kamu Borglanma Araglari Emeklilik Yatirim Fonu 21.10.2003
AvivaSA Emeklilik ve Hayat A.S. Para Piyasasi ikinci Likit Esnek Emeklilik Yatirim Fonu 21.10.2003
AvivaSA Emeklilik ve Hayat A.S. ikinci Esnek Emeklilik Yatirim Fonu 21.10.2003
AvivaSA Emeklilik ve Hayat A.S. Biiyiime Amagli Hisse Senedi Emeklilik Yatirim Fonu 28.12.2006
AvivaSA Emeklilik ve Hayat A.S. Para Piyasasi Birinci Likit Esnek Emeklilik Yatirim Fonu 20.08.2003
AvivaSA Emeklilik ve Hayat A.S. Gelir Amagli Kamu Borglanma Araglari Emeklilik Yatirim Fonu 20.08.2003
AvivaSA Emeklilik ve Hayat A.S. Biiyiime Amagli Esnek Emeklilik Yatirim Fonu 20.08.2003
AvivaSA Emeklilik ve Hayat A.S.Birinci Esnek Emeklilik Yatirim Fonu 20.08.2003
AvivaSA Emeklilik ve Hayat A.S. Hisse Senedi Emeklilik Yatirim Fonu 20.08.2003
AvivaSA Emeklilik ve Hayat A.$. Kamu Borglanma Araglart Emeklilik Yatirim Fonu - Grup 05.01.2005
AvivaSA Emeklilik ve Hayat A.S. Gelir Amagh Esnek Emeklilik Yatirim Fonu (**) 05.01.2005
AvivaSA Emeklilik ve Hayat A.S. Biiyiime Amagli Hisse Senedi Grup Emeklilik Yatirrm Fonu 05.01.2005
AvivaSA Emeklilik ve Hayat A.S. Biiyiime Amagli Esnek Grup Emeklilik Yatirim Fonu 17.08.2010
AvivaSA Emeklilik ve Hayat A.S. Biiyiime Amagli Performans Esnek Emeklilik Yatirim Fonu 20.12.2011
AvivaSA Emeklilik ve Hayat A.S. Standart Emeklilik Yatirim Fonu 02.05.2013
AvivaSA Emeklilik ve Hayat A.S. Katki Emeklilik Yatirim Fonu 02.05.2013
AvivaSA Emeklilik ve Hayat A.S.Altin Emeklilik Yatirim Fonu 20.06.2013
AvivaSA Emeklilik ve Hayat A.S. Gelir Amagli Alternatif Esnek Emeklilik Yatirim Fonu 20.12.2011
AvivaSA Emeklilik ve Hayat A.S. Ozel Sektor Borglanma Araglart EYF (*) 25.10.2013
AvivaSA Emeklilik ve Hayat A.$. BRIC Ulkeleri Esnek Emeklilik Yatirim Fonu (*) 10.05.2013

(*) IPO of AvivaSA Emeklilik ve Hayat A.$. BRIC Ulkeleri Esnek Emeklilik Yatirim Fonu and AvivaSA Emeklilik ve Hayat A.S. Ozel Sektor Borglanma
Araglart Emeklilik Yatirim Fonu took place on January 16, 2015.

(**) By the Board of Directors on December 26, 2014, it was decided to liquidate AvivaSA Emeklilik ve Hayat A.S. Gelir Amagh Esnek Emeklilik Yatirim
Fonu
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1. Corporate information (continued)

As at December 31, 2014 and 2013 units and amounts of share certificates in circulation and share certificates not in
circulation are as follows:

December 31, 2014 December 31, 2013
Share certificates in circulation (*) Number of Net Asset Number of Net Asset
Share Certificates Value Share Certificates Value
AvivaSA Emeklilik ve Hayat A.§. Gelir Amagh Kamu Dis Borglanma
Araglart Emeklilik Yatirim Fonu 7,665,222,687 236,556,437 4,166,571,893 112,701,603
AvivaSA Emeklilik ve Hayat A.S. Dengeli Emeklilik Yatirim Fonu 2,300,895,025 89,573,843 2,576,645,315 88,198,569
AvivaSA Emeklilik ve Hayat A.S. Esnek Emeklilik Yatirim Fonu 4,076,199,143 170,523,715 4,707,359,544 173,381,467
AvivaSA Emeklilik ve Hayat A.S. Kamu Dis Bor¢lanma Araglart Emeklilik
Yatirim Fonu 4,585,244,117 128,350,153 2,693,566,546 65,477,909
AvivaSA Emeklilik ve Hayat A.S. Kamu Borglanma Araglar1 Emeklilik
Yatirim Fonu 8,057,033,831 346,049,603 8,822,267,347 332,952,370
AvivaSA Emeklilik ve Hayat A.S$. Para Piyasas ikinci Likit Esnek Emeklilik
Yatirim Fonu 2,242,020,935 70,029,524 1,378,511,434 39,541,222
AvivaSA Emeklilik ve Hayat A.S. ikinci Esnek Emeklilik Yatirim Fonu 1,668,518,127 30,026,652 1,325,639,857 22,409,942
AvivaSA Emeklilik ve Hayat A.S. Biiyiime Amagli Hisse Senedi Emeklilik
Yatirim Fonu 3,428,977,776 83,800,788 3,578,204,859 69,724,900
AvivaSA Emeklilik ve Hayat A.S. Para Piyasasi Birinci Likit Esnek Emeklilik
Yatirim Fonu 15,356,990.681 510,358,871 11,392,862,165 347,550,653
AvivaSA Emeklilik ve Hayat A.$. Gelir Amagh Kamu Borglanma Araglart
Emeklilik Yatirim Fonu 51,534,471,316  2,250,819,569 44,453,493,463 1,707,903,219
AvivaSA Emeklilik ve Hayat A.S. Biiyiime Amagh Esnek Emeklilik Yatirim
Fonu 32,944,960,011 1,406,321,508 27,342,332,449 1,012,978,733
AvivaSA Emeklilik ve Hayat A.S.Birinci Esnek Emeklilik Yatirim Fonu 3,512,255,329 70,023,834 1,996,844,859 35,727,548
AvivaSA Emeklilik ve Hayat A.S. Hisse Senedi Emeklilik Yatirim Fonu 9,676,962,820 467,474,720 7,655,532,979 294,929,408
AvivaSA Emeklilik ve Hayat A.S. Kamu Borglanma Araglari Emeklilik
Yatirim Fonu - Grup 11,164,988,736 383,037,269 10,518,768,569 314,553,255
AvivaSA Emeklilik ve Hayat A.S. Gelir Amagh Esnek Emeklilik Yatirim
Fonu 4,300,081,596 139,675,250 3,661,364,818 109,324,692
AvivaSA Emeklilik ve Hayat A.S. Biiyiime Amagh Hisse Senedi Grup
Emeklilik Yatirim Fonu 1,597,638,541 61,098,491 1,615,560,816 48,596,070
AvivaSA Emeklilik ve Hayat A.S. Biiyiime Amagh Esnek Grup Emeklilik
Yatirim Fonu 1,778,749,495 25,535,728 2,097,318,545 26,214,384
AvivaSA Emeklilik ve Hayat A.S. Biiyiime Amagh Performans Esnek
Emeklilik Yatirim Fonu 102,800,216 1,369,196 124,032,871 1,365,726
AvivaSA Emeklilik ve Hayat A.S. Standart Emeklilik Yatirim Fonu 4,425,141,134 48,238,464 677,211,876 6,354,956
AvivaSA Emeklilik ve Hayat A.§. Katki Emeklilik Yatirim Fonu 48,175,996,103 536,391,541 21,034,337,322 199,657,930
AvivaSA Emeklilik ve Hayat A.§.Altin Emeklilik Yatirim Fonu 6,940,038,969 71,378,301 999,059,073 9.674,888
225,535,186,588  7,126,633,457 162,817,486,600 5,019,219,444
D 31,2014 December 31, 2013
Share certificates not in circulation (**) Number of Net Asset Number of Net Asset
Share Certificates Value Share Certificates Value
AvivaSA Emeklilik ve Hayat A.S. Gelir Amagh Alternatif Esnek Emeklilik
Yatirim Fonu 10,000,000 119,693 10,000,000 109,670
AvivaSA Emeklilik ve Hayat A.S. Ozel Sektor Borglanma Araglari EYF 10,000,000 108,776 10,000,000 101,026
AvivaSA Emeklilik ve Hayat A.S. BRIC Ulkeleri Esnek Emeklilik Yatirim Fonu 100,000,000 1,098,924 100,000,000 1,116,130
120,000,000 1,327,393 120,000,000 1,326,826

(*) Share certificates sold to participants.
(**) Share certificates not yet sold to participants.
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1. Corporate information (continued)

There are no entities controlled or jointly controlled by the Company (December 31, 2013: None). The Company’s
management analysed their relationship with the pension investment funds under IFRS 10, 11, and 12, and concluded
the Company has no control over the pension investment funds.

The total personnel number of the Company is 1,559 employees as of December 31, 2014 (December 31, 2013: 1,504).

The registered office of the Company is Saray Mahallesi Dr. Adnan Biiyiikdeniz Caddesi No: 12, 34768 Umraniye,
Istanbul — Turkey.

The accompanying financial statements of AvivaSA Hayat ve Emeklilik Anonim Sirketi for the year ended December
31, 2014 were authorised for issue in accordance with a resolution of the directors on February 23, 2015.

2. Accounting policies
2.1 Basis of preparation

The financial statements have been prepared on the historical cost basis except for certain financial instruments that
are measured at fair values. Historical cost is generally based on the fair value of the consideration given in exchange
for assets.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date, regardless of whether that price is directly observable or
estimated using another valuation technique. In estimating the fair value of an asset or a liability, the Company takes
into account the characteristics of the asset or liability if market participants would take those characteristics into
account when pricing the asset or liability at the measurement date.

In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2 or 3 based on the
degree to which the inputs to the fair value measurements are observable and the significance of the inputs to the fair

value measurement in its entirety, which are described as follows:

. Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity
can access at the measurement date;

. Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for the asset
or liability, either directly or indirectly; and

. Level 3 inputs are unobservable inputs for the asset or liability.
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2. Accounting policies (continued)
2.2 Summary of significant accounting policies

a) Gross written premiums
For short-term insurance policies, premiums are recognized on an accrual basis net of cancellations (representing the
accrued premium for the months which have not yet been paid when a policy is cancelled). The portion of premium
accrued on in-force contracts that relates to unexpired risks at the reporting date is recognized as the reserve for
unearned premiums, calculated on a daily pro-rata basis. Premiums are presented before deduction of commissions
given or received and deferred acquisitions costs, and are gross of any taxes and duties levied.
For long-term insurance policies, premiums are recognized as revenue when the premiums are receivable.
For unit-linked life savings policies, premiums are recognized on a collection basis.

b) Premiums ceded to reinsurers

Premiums ceded to reinsurers consist of the premiums that are attributable to reinsurers in accordance with the
provisions of the respective reinsurance contracts.

¢) Net change in provision for unearned premium reserves

The portion of written premiums attributable to subsequent periods (gross of commission payable to intermediaries) is
deferred as a provision for unearned premiums. The change in this provision is recognized as revenue in the statement
of profit or loss over the period of risk.

Unit-linked life savings policies (except for a small amount of mortality deductions relating to the life savings business)
and long-term life insurance policies are not subject to unearned premium reserves.

d) Net change in mathematical reserves

Life insurance mathematical reserves are calculated according to actuarial principles on a prudent basis in order to
ensure liabilities are fully met for policies longer than one year. Mathematical reserves are calculated on a prospective
basis as the difference between the present value of liabilities and future premiums to be paid by the policyholders.
The change in this provision is recognized as revenue in the statement of profit or loss over the period of risk.

e) Income generated from pension business

Fees received from the pension business consist of (i) fund management fees, (ii) management fees from contributions,
(iii) premium holiday charges and (iv) entry and deferred entry fees. Revenues arising from fund management and
other related services offered by the Company are recognized in the accounting period during which the service is
rendered.
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2. Accounting policies (continued)
2.2 Summary of significant accounting policies (continued)
e) Income generated from pension business (continued)

Fund management fees, which are calculated with reference to assets under management, are attributable to the
hardware, software, personnel and accounting services provided to pension funds. Management fees from contributions
are attributable to the operational costs of the services rendered to customers by the Company and can be deducted
from the participants’ contributions. Premium holiday charges may be received when the participant does not pay his
or her regular premium within three months of being due. Entry fees are fees received from the participant when he or
she first enters the pension system and from any participants who have already entered into the system but create a
new account in another pension company. Deferred entry fees may be charged to the participant and recorded as income
in the event that he or she exits, merges or transfers accounts within the context of conditions defined in the contract
as of the effective date of contract.

Pension fees are subject to limitations and caps in the form of maximum fees collectible from pension customers set
out in the local regulation on pension system.

f) Investment and other income (expense), net

Investment and other income (expense), net comprises interest income, net profit and loss on realization, dividend
income, other income and expenses and investment management expenses.

Interest income is recognized in profit or loss using the effective interest method. The effective interest rate is the rate
that exactly discounts the estimated future cash receipts through the expected life of the financial asset (or, where
appropriate, a shorter period) to the carrying amount of the financial asset.

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

Interest income presented in the statement of comprehensive income includes:

e interest on financial assets at amortized cost on an effective interest rate basis,
e interest on available-for-sale financial assets on an effective interest rate basis,
e interest earned till the disposal of financial assets at fair value through profit or loss.

Net profit and loss on realization includes gains and losses arising from disposals of financial assets at fair value
through profit or loss and available-for-sale financial assets.

g) Commission income and commission expenses

The Company receives commission income from reinsurance companies in respect of the ceded premiums in its life
protection, personal accident and life savings business segments. Commission income is recognized on an accrual
basis.

Commission expenses include third-party commissions paid in respect of the distribution of the Company’s life
protection, life savings and personal accident business products through external channels including banks, agencies
and brokers, and change in deferred acquisition costs. It does not include any distribution commissions for pension
products, which are recorded separately under pension expenses including commissions. Commission expenses are
recognized on an accrual basis.
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2. Accounting policies (continued)
2.2 Summary of significant accounting policies (continued)
h) Claims paid and change in outstanding claims provisions

Claims are recognized 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 accounted for outstanding claims, including
claim settlements reported at the period-end. Incurred but not reported claims are also provided for under the provision
for outstanding claims, presented in insurance contract liabilities.

i)  Pension expenses including commission

Pension business expenses primarily consist of (i) pension business commissions paid to third parties, (ii) fund
management charges paid to asset management companies, (iii) service charges of the Pension Monitoring Center
(EGM) and Takasbank, the custodian bank of pension funds and (iv) other pension business-related expenses.

Commissions paid to banks and agencies for distribution of the Company’s pension products are recognized (net of
deferred acquisition cost) under pension expenses. As required under Turkish pension regulations, the Company’s
pension funds are managed by third party asset manager(s) who receive asset management fees according to the terms
specified in the agreement signed between the parties and such management fees are recorded under pension expenses.

j)  Cash and cash equivalents

In terms of presentation of cash flow statement, cash and cash equivalents comprise cash at hand, demand deposits and
other short-term highly liquid investments with original maturities of three months or less, which are readily convertible
to cash and are subject to an insignificant risk of changes in value.

k) Property and equipment

The costs of the property and equipment purchased before January 1, 2006 are restated for the effects of inflation in
TL unit current at December 31, 2005 pursuant to IAS 29. The property and equipment purchased subsequent to this
date are recorded at their historical cost. Accordingly, property and equipment are carried at cost, less accumulated
depreciation and impairment losses. Depreciation is calculated using the straight-line method to write down the cost of
such assets to their residual values over their estimated useful lives as follows:

Useful Life
Furniture and fixtures 2-15 years
Other tangible assets 4-5 years
Leased assets 5 years
Leasehold improvements 5 years or term of rent contract
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2.  Accounting policies (continued)
2.2 Summary of significant accounting policies (continued)
k) Property and equipment (continued)

Where the carrying amount of an asset is greater than its estimated recoverable amount (higher of net selling price and
value in use), 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.

1) Leases as lessee

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessee are classified as
financial leases while other leases are classified as operational leases.

The payment of the operational lease is charged to profit or loss on a straight-line basis over the lease period. The
incentives received or to be received from the lessor and payments made to intermediaries to acquire the lease contract
are also charged to profit or loss on a straight-line basis over the lease period. As at December 31, 2014 and 2013
details of the outstanding operational lease liability has been disclosed in Note 35.

m) Intangible assets

Intangible assets mainly comprise computer software. They are recorded at acquisition cost and amortized on a straight-
line basis over their estimated useful lives for three years from the acquisition date. Where an indication of impairment
exists, the carrying amount of intangible assets is assessed and written down immediately to its recoverable amount.

Construction in progress refers to the Company’s software development project started in 2012 to unify the basic
insurance applications used within the structure of the Company and to use such applications by integration to all the
surrounding systems. Personnel expenses and cost of the outsourced services associated directly with the development
of the application are capitalised as incurred.

n) Financial instruments
Recognition

The Company initially recognizes loans and advances on the date which they are originated. Regular way of purchase
and sales of financial assets are recognized on the trade date which the Company commits to purchase or sell the asset.
All other financial assets and liabilities are initially recognized on the trade date at which the Company becomes a
party to contractual provisions of the instrument.

Classification

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

Financial assets at fair value through profit or loss: Financial asset is classified into this category at inception if
acquired principally for the purpose of selling in the short term, or if it forms part of a portfolio of financial assets in
which there is evidence of short term profit making.
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2. Accounting policies (continued)
2.2 Summary of significant accounting policies (continued)
n) Financial instruments (continued)

Available-for-sale financial assets: Available-for-sale (“AFS”) financial assets 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. Assets backing long term insurance contracts are classified as
available-for-sale financial assets in the accompanying financial statements.

Financial investments with risks on policyholders classified as available for sale: Financial investments with risks
on policyholders classified as available for sale consist of public securities, foreign currency Eurobonds and time
deposits.

Loans and receivables: Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market other than those that the Company intends to sell in the short term or that it has
designated as at fair value through profit or loss or available-for-sale. They arise when the Company provides money,
goods and services directly to a debtor with no intention of trading the receivable.

Financial liability: Financial liability is any liability that is a contractual obligation to deliver cash or another financial
asset to another entity.

Measurement

A financial asset or liability is measured initially at fair value plus, for an item not at fair value through profit or loss,
transaction costs that are directly attributable to its acquisition or issue.

Subsequent to initial recognition, financial assets at fair value through profit or loss and available-for-sale financial
assets are measured at fair values, except that any equity instrument that does not have a quoted market price in an
active market and whose fair value cannot be reliably measured is stated at cost.

Gains and losses arising from changes in the fair value of financial assets at fair value through profit or loss are
recognized in the statement of comprehensive income in the period in which they arise. Unrealized gains and losses
arising from changes in the fair values of available-for-sale financial assets are recognized in equity as “Fair value
reserves from available-for-sale financial assets”. When available-for-sale financial assets are sold or impaired, the
accumulated fair value reserves under equity are transferred to the statement of comprehensive income as net realized
gains/losses on financial assets.

All non-trading financial liabilities, loans and receivables are measured at amortized cost less impairment losses, if
any. Amortized cost is calculated on the effective interest method. Premiums and discounts, including initial transaction
costs, are included in the carrying amount of the related instrument and amortized based on the effective interest rate
of the financial instruments.

Fair value measurement principles

The fair value of financial instruments is based on their quoted market price at the reporting date without any deduction
for transaction costs. If a quoted market price is not available, the fair value of the instrument is estimated using pricing
models or discounted cash flow techniques. Where discounted cash flow techniques are used, estimated future cash
flows are based on management’s best estimates and the discount rate is a market related rate at the reporting date for
an instrument with similar terms and conditions. Where pricing models are used, inputs are based on market related
measures at the reporting date.
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2. Accounting policies (continued)
2.2 Summary of significant accounting policies (continued)
n) Financial instruments (continued)
Derecognition
A financial asset is derecognized when the control over the contractual rights that comprise that asset, is lost. This
occurs when the rights are realized, expire or are surrendered. The Company derecognizes a financial liability when
its contractual obligations are discharged or cancelled or expired.
Available-for-sale financial assets and financial assets at fair value through profit or loss that are sold are derecognized

and corresponding receivables from the buyer for the payment are recognized as at the date the Company commits to
sell the assets. The specific identification method is used to determine the gain or loss on derecognition.

Offsetting

Financial assets and liabilities are offset and the net amount is reported in the statement of financial position when
there is a currently enforceable legal right to set off the recognized amounts and there is an intention to settle on a net
basis or realize the asset and settle the liability simultaneously.

0) Impairment of financial assets
Premium and other insurance receivables

In determining whether an impairment loss should be recorded in profit or loss, the Company makes judgments as to
whether there is any observable data indicating that there is a measurable decrease in the estimated amounts recoverable
from a portfolio of premiums and other insurance receivables and individual premiums. Objective evidence that a
financial asset or group of assets is impaired includes observable data that comes to the attention of the Company about
the following loss events:

(a) significant financial difficulty of the agency or debtor;

(b) the Company granting to the agency, for economic or legal reasons relating to the agency’s financial difficulty,
a concession that the lender would not otherwise consider;

(c) it is probable that the agency will declare bankruptcy or enter into other financial reorganization;

(d) the disappearance of an active market for the related financial asset because of financial difficulties; or

(e) observable data indicating that there is a measurable decrease in the estimated future cash flows from a group

of financial assets since the initial recognition of those assets, although the decrease cannot yet be identified
with the individual financial assets in the group, including:

(i) adverse changes in the payment status of agencies; or
(ii) national or local economic conditions that correlate with defaults on the assets in the group.

If there is objective evidence that there occurs an impairment loss on receivables, the amount of the loss is measured
based on the difference between the asset’s carrying amount and the estimated recoverable amount. The carrying
amount of the asset is reduced through the use of an allowance account. The amount of the loss is recognized in profit
or loss.
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2. Accounting policies (continued)
2.2 Summary of significant accounting policies (continued)
0) Impairment of financial assets (continued)

Premium and other insurance receivables (continued)

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to
an event occurring after the impairment was recognized (such as an improvement in the debtor’s credit rating), the
previously recognized impairment loss is reversed by adjusting the allowance account. Any subsequent reversal of
impairment loss is recognized in the statement of comprehensive income, to the extent that the carrying value of the
asset does not exceed its cost at the reversal date.

A write off is made when all or part of a premium receivable is deemed uncollectible or in the case of debt forgiveness.
Such premium receivables are written off after all the necessary procedures have been completed and the amount of
the loss has been determined. Write offs are charged against previously established allowances and reduce the amount
of the insurance receivable. Subsequent recoveries of amounts previously written off are included in statement of profit
or loss.

The methodology and assumptions used for estimating both the amount and timing of recoverable amounts are
reviewed regularly to reduce any differences between loss estimates and actual loss experience.

Available-for-sale financial assets

If an available-for-sale investment security is impaired, an amount comprising the difference between its cost (net of
any principal payment and amortization) and its current fair value, less any impairment loss previously recognized in
profit or loss, is transferred from equity to the profit or loss. Reversals of impairment losses on debt instruments are
reversed through profit or loss; if the increase in fair value of the instrument can be objectively related to an event
occurring after the impairment loss was recognized in profit or loss.

Reinsurance assets

If the reinsurance asset is impaired, the Company reduces its carrying amount accordingly and recognizes that
impairment loss in the statement of profit or loss. A reinsurance asset is impaired if, and only if:

(a)  there is objective evidence, as a result of an event that occurred after initial recognition of the reinsurance asset,
that the Company may not receive all amounts and
(b)  that event has a reliably measurable impact on the amounts that the Company will receive from the reinsurer.

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

Investment contracts are those contracts which transfer financial risk without significant insurance risk. Financial risk
is the risk of a possible future change in a specified interest rate, financial instrument price, commodity price, foreign
exchange rate, index of prices or rates, credit rating or credit index or other variable, provided, that it is not specific to
a party to the contract, in the case of a non-financial variable.
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2.  Accounting policies (continued)
2.2 Summary of significant accounting policies (continued)
0) Impairment of financial assets (continued)
Insurance contracts

Insurance contracts are contracts that provide protection to the insured against adverse economic consequences of an
event of loss as covered under the terms and conditions stipulated in the insurance policy according to IFRS 4.

Financial Guarantee Contract is a contract which requires that the issuer make specific payments to reimburse the
holder for the loss incurred by the debtor when a specific breach of its obligation to pay, in accordance with the
conditions, original or amended, of a debt instrument.

According to IFRS 4, financial risk is the risk posed by a possible future change in one or more of the following
variables: an interest rate specified the price of a financial instrument, the price of a commodity trading, an exchange
rate, a price index or interest, a credit rating or an index or other variable. If this is a nonfinancial variable, it is necessary
that the variable is not specific to one of the parties to the contract.

According to this, insurance contracts include changes in market prices, as well as insurance risk.

Some policies (Saving Life Policies) of the Company include financial return in addition to insurance risk and carry
financial risk, accordingly. However these contracts are defined as insurance contracts also and accounted in this
context. Because there are no contracts with a stand-alone financial risk in the Company’s portfolio and contracts carry
significant insurance risk, mentioned policies are within the context of insurance contracts.

All policies in the Company portfolio are treated as insurance contracts.

p) Liability adequacy test
At each reporting date, an assessment is made of whether the recognized long-term business provisions are adequate,
using current estimates of future cash flows. A liability adequacy test is required to ensure that losses do not remain
unrecognised.
a) the test considers current estimates of all contractual cash flows, and of related cash flows such as claims handling

costs, as well as cash flows resulting from embedded options and guarantees; and
b) ifthe best test shows that the liability is inadequate, the entire deficiency is recognised in profit or loss.
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2. Accounting policies (continued)
2.2 Summary of significant accounting policies (continued)

q) Deferred expenses
Deferred acquisition costs (DAC)
Those direct and indirect costs incurred during the financial period arising from the writing or renewing of insurance
contracts, are deferred to the extent that these costs are recoverable out of future premiums. All other acquisition costs
are recognised as an expense when incurred.
Incremental direct costs resulting from and essential to the contract transaction are subject to deferral. During the
deferral of salaries, benefits and other costs, two criteria are evaluated and should be met; must have a direct role in
acquisition activities and must be an essential activity resulting in the contract being issued. The Company management

has identified that the following expenses met these criteria and thus are subjected to deferral:

Stand-alone direct sales force sales teams and sales managers’ commissions
Bancassurance coaches’ and sales managers’ commissions

Corporate sales teams commissions

Third party, Akbank T.A.S. and agency commissions

Subsequent to initial recognition, DAC for life insurance are amortised over the expected life of the contracts as a
constant percentage of expected premiums. DAC for personal accident insurance products are amortised over the
period in which the related revenues are earned. The reinsurers’ share of deferred acquisition costs is amortised in the
same manner as the underlying asset amortisation is recorded in profit or loss.

Deferral periods can be the average life-time of the contracts (which are longer than the lapse assumptions). The
Company management has determined the period as nine years and amount of DAC is subject to Liability Adequacy
Test each year. The Company has applied straight line method for the amortisation of DAC which is nine years.

r) Provision for unearned premiums

The proportion of written premiums, gross of commission payable to intermediaries, attributable to subsequent periods
is deferred as a provision for unearned premiums. The change in this provision is taken to profit or loss as recognition
of revenue over the period of risk.

Unearned premium reserve is calculated on a daily basis for all policies in force as of statement of financial position
date for unearned portions of premiums written, except for marine premiums issued before 14 June 2007. During the
calculation of unearned portion of premiums written on a daily basis, it is supposed that the policies start at 12:00 noon
and end at 12:00 noon again. Unearned premium reserve and the reinsurers’ share of the unearned premium reserve
for policies, are calculated and recorded as the deferred portion of the accrued premiums related to the policies in force
and ceded premiums to reinsurers without deducting commissions or any other deduction, on a daily and gross basis.

FINANCIAL STATEMENTS



170 AvivaSA Annual Report 2014

AvivaSA Emeklilik ve Hayat A.S.

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED DECEMBER 31, 2014
(Amounts expressed in Turkish Lira (“TL”) unless otherwise indicated.)
2.  Accounting policies (continued)
2.2 Summary of significant accounting policies (continued)
s) Provision for outstanding claims / IBNR

Outstanding claims reserve represents the estimate of the total reported costs of notified claims on an individual case
basis at the reporting date as well as the corresponding handling costs. A provision for claims incurred but not reported
(“IBNR”) is also established as described below.

Estimates have to be made both for the expected ultimate cost of claims reported at the reporting date and for the
expected ultimate cost of IBNR claims at the reporting date. It can take a significant period of time before the ultimate
claims cost can be established with certainty. The primary technique adopted by management in estimating the cost of
IBNR claims, is that of using past claim settlement trends to predict future claims settlement trends. At each reporting
date, prior year claims estimates are reassessed for adequacy and changes are made to the provision. In addition to that,
the Company also reassesses its notified claims provision at each reporting date on each claim file basis.

t) Mathematical reserves

Insurance companies operating in life branche allocate mathematical reserves, adequately according to actuarial
principles, for long-term life policies in order to meet its obligations to beneficiaries and policyholders.

Mathematical reserves consist of actuarial mathematical reserves and profit share reserves, share of policyholders,
determined from the income generated from mathematical reserves directed towards investment, that are calculated
separately for each effective policy, in accordance with the technical principles in the tariffs.

Actuarial mathematical reserves are the difference between the premiums received for the risks assumed and cash value
of liabilities to policyholders and beneficiaries. Actuarial mathematical reserves are provided for life insurance having
more than one year of maturity, based on the formulas and elements of technical principles. Mathematical reserves are
calculated on a prospective basis as the difference between the present value of liabilities and future premiums to be
paid by the policyholders.

Profit share reserves consist of the income obtained from assets in relation to reserves provided for the obligations for
the policyholders and beneficiaries in contracts for which the Company has committed to distribute profit shares; the
guaranteed portion, not to exceed the technical interest income calculated based on the profit share distribution system
prescribed in the approved technical principles of profit share and prior years’ accumulated profit share reserves.
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2.2 Summary of significant accounting policies (continued)
u) Reinsurance contracts held

Contracts entered into by the Company with reinsurers under which the Company is compensated for losses on one or
more life insurance contracts issued by the Company, and that meet the classification requirements for insurance
contracts are classified as reinsurance contracts held. Reinsurance liabilities are primarily reinsurance premiums
payable to reinsurance contracts and are recognized as an expense when due.

Reinsurance cessions of the Company are made on risk premium basis with regard to death benefit and supplementary
benefits. For group and individual life reinsurance surplus agreements, cessions are made to the treaty reinsurers
according to shares of the surplus amounts in excess of the Company retention limits which are approved by the Turkish
Treasury.

v) Pension business
The Company provides group and individual plans to customers.

The Company offers 24 pension investment funds (2013: 24). These pension funds are in different risk profiles
according to the portfolio composition of the funds. The participants choose from among different pension funds within
legal limitations and determine allocation rates for contributions and additional contributions according to the contract
provisions. The participants gain right for retirement provided that they remain in the pension system for at least 10
years, pay contributions for at least 10-years and attain 56 years of age.

Pension business receivables consist of ‘receivable from pension investment funds for fund management fees’, ‘entry
fee receivable from participants’ and ‘receivables from clearing house on behalf of the participants’. ‘Receivable from
pension investment funds for fund management fees’ are the fees charged to the pension funds against for the
administration of related pension funds which consist of fees which are not collected in the same day.

Pension business payables include participants’ temporary accounts, and payables to pension agencies. Pension
business payables consist of payables to intermediaries in pension business, payables to custodians and payables to the
Pension Monitoring Centre. The temporary accounts of participants consist of funds of participant which are yet not
directed to investments and of payables due to sale of investments net of any entry fee payables by the participants and
other deductions of participants who will either leave the pension business or who will transfer their funds to another
insurance company. In case where collections from participants are performed or where cash is transferred to the
Company subsequent to the sale of investments of the participants, the pension business payable account is credited.
When the funds of participants are directed to investments or where the participants’ funds are transferred to another
insurance company the account is debited.

Income/Expense from/on Pension Operations

Details of income and expenses from pension operations are explained in detail in e) Income generated from pension
business and i) Pension expenses including commission above.
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2. Accounting policies (continued)
2.2 Summary of significant accounting policies (continued)
w) Employee benefits
Provision for Termination Benefit Obligations

Provision for Termination Benefit Obligations represents the present value of the estimated future probable obligation
of the Company arising from the retirement of the employees and calculated in accordance with the Turkish Labour
Law. It is computed and reflected in the financial statements on an accrual basis as it is earned by serving employees.
The computation of the liabilities is based upon the retirement pay ceiling announced by the Government. As the
maximum liability is revised semi-annually, the maximum amount of TL 3,438 effective from December 31, 2014
(December 31, 2013: TL 3,254) has been taken into consideration during calculation of provision from employment
termination benefits.

1AS 19 — Employee benefits requires actuarial valuation methods to be developed to estimate the Company’s obligation
for termination benefits. The principal statistical assumptions used in the calculation of the total liability in the
accompanying financial statements at December 31, 2014 and 2013 is as follows:

December 31, 2014 December 31, 2013

% %
Discount rate 9.20 8.00
Expected rate of salary/limit increase 5.00 4.50

Other benefits to employees

The Company has provided for undiscounted short-term employee benefits earned during the period as per services
rendered in compliance with /4S 79 in the accompanying financial statements.

x) Provisions

A provision is recognized when, and only when, the Company has a present obligation (legal or constructive) as a
result of a past event and it is probable (i.e. more likely than not) that an outflow of resources embodying economic
benefits will be required to settle the obligation, and a reliable estimate can be made of the amount of the obligation.
Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate.

Where the effect of the time value of money is material, the amount of a provision is the present value of the
expenditures expected to be required to settle the obligation.
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2. Accounting policies (continued)
2.2 Summary of significant accounting policies (continued)
y) Taxes on income

The tax expense represents the sum of the tax currently payable and deferred tax.
Current tax

The tax currently payable is based on taxable profit for the period. Taxable profit differs from net profit as reported in
the statement of profit or loss because it excludes items of income or expense that are taxable or deductible in other
years and it further excludes items that are never taxable or deductible. The Company’s liability for current tax is
calculated using tax rates that have been enacted or substantively enacted by the balance sheet date.

Deferred tax

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of assets
and liabilities in the financial statements and the corresponding tax bases used in the computation of taxable profit, and
is accounted for using the balance sheet liability method. Deferred tax liabilities are generally recognised for all taxable
temporary differences and deferred tax assets are recognised to the extent that it is probable that taxable profits will be
available against which deductible temporary differences can be utilised. Such assets and liabilities are not recognised
if the temporary difference arises from the initial recognition of goodwill or from the initial recognition (other than in
a business combination) of other assets and liabilities in a transaction that affects neither the taxable profit nor the
accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries and
associates, and interests in joint ventures, except where the Company is able to control the reversal of the temporary
difference and it is probable that the temporary difference will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that it is
no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or the
asset is realised based on tax laws and rates that have been enacted or substantively enacted at the balance sheet date.
Deferred tax is charged or credited in the income statement, except when it relates to items charged or credited in other
comprehensive income, in which case the deferred tax is also dealt with in other comprehensive income.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes levied by the same taxation authority and the Company
intends to settle its current tax assets and liabilities on a net basis.
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2.  Accounting policies (continued)
2.2 Summary of significant accounting policies (continued)
z) Related parties
Parties are considered related to the Company if;

(a) A person or a close member of that person's family is related to a reporting entity if that person:
(i) has control or joint control over the reporting entity;
(i)  has significant influence over the reporting entity; or
(iii))  is a member of the key management personnel of the reporting entity or of a parent of the reporting
entity.

(b)  Anentity is related to a reporting entity if any of the following conditions applies:

1) The entity and the reporting entity are members of the same group (which means that each parent,
subsidiary and fellow subsidiary is related to the others).

(i)  One entity is an associate or joint venture of the other entity (or an associate or joint venture of a member
of a group of which the other entity is a member).

(iii)  Both entities are joint ventures of the same third party.

(iv)  One entity is a joint venture of a third entity and the other entity is an associate of the third entity.

(v)  The entity is a post-employment benefit plan for the benefit of employees of either the reporting entity
or an entity related to the reporting entity. If the reporting entity is itself such a plan, the sponsoring
employers are also related to the reporting entity.

(vi)  The entity is controlled or jointly controlled by a person identified in (a).

(vii) A person identified in (a) (i) has significant influence over the entity or is a member of the key
management personnel of the entity (or of a parent of the entity).

A related party transaction is a transfer of resources, services or obligations between related parties, regardless of
whether a price is charged.

The Company management, groups associated to Sabanct Holding and Aviva are defined as related parties.

aa) Foreign currency transactions
Transactions are recorded in TL, which represents the Company’s functional currency. Transactions denominated in
foreign currencies are recorded at the exchange rates ruling at the dates of the transactions. Foreign currency
denominated monetary assets and liabilities are converted into TL at the exchange rates ruling at the reporting date

with the resulting exchange differences recognized in profit or loss as foreign exchange gains or losses.

Foreign currency assets and liabilities are converted by using period end exchange rates of Central Bank of the Republic
of Turkey’s bid rates.

The Central Bank of the Republic of Turkey exchange rates used in the conversion is as follows:

December 31, 2014 December 31, 2013
US Dollar/TL Euro /" g Doltar / TL Euro/ TL
. 2.9365
Bid Rates 23180 2.8207 2.1343
Ask Rates 2.3265 2.1413 2.9462

2.8300
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2. Accounting policies (continued)

2.2 Summary of significant accounting policies (continued)
bb) Segment reporting
Reporting segments are determined to conform to the reporting made to the Company’s chief operating decision maker.

The chief operating decision maker is responsible for making decisions about resources to be allocated to the segment
and assess its performance. Details related to the segment reporting are disclosed in the Note 3.

2.3 Changes in accounting policy and disclosures

Financial statements of the Company have been prepared comparatively with the prior period in order to give
information about financial position and performance. If the presentation or classification of the financial statements
is changed, financial statements of the prior periods are also reclassified in order to maintain consistency with the
current year’s presentation in line with the related changes.

a) Amendments to [FRSs affecting amounts reported and/or disclosures in the financial statements

None.

b) New and Revised IFRSs applied with no material effect on the financial statements

Amendments to IFRS 10, 11, IAS 27 Investment Entities’

Amendments to IAS 32 Offsetting Financial Assets and Financial Liabilities'
Amendments to IAS 36 Recoverable Amount Disclosures for Non-Financial Assets’
Amendments to IAS 39 Novation of Derivatives and Continuation of Hedge Accounting’
IFRIC 21 Levies!

! Effective for annual periods beginning on or after 1 January 2014.

Amendments to IFRS 10, 11, IAS 27 Investment Entities

This amendment with the additional provisions of IFRS 10 provide 'investment entities' (as defined) an exemption from
the particular subsidiaries and instead require that an investment entity measure the investment in each eligible
subsidiary at fair value through profit or loss.

Amendments to IAS 32 Offsetting Financial Assets and Financial Liabilities

The amendments to IAS 32 clarify existing application issues relating to the offset of financial assets and financial

liabilities requirements. Specifically, the amendments clarify the meaning of ‘currently has a legally enforceable right
of set-off” and ‘simultaneous realization and settlement’.

Amendments to IAS 36 Recoverable Amount Disclosures for Non-Financial Assets
As a consequence of IFRS 13 Fair Value Measurements, there are amendments in the explanations about the

measurement of the recoverable amount of an impaired asset. This amendment is limited to non-financial assets and
paragraphs 130 and 134 of IAS 36 has been changed.
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2. Accounting policies (continued)

2.3 Changes in accounting policy and disclosures (continued)

b) _New and Revised IFRSs applied with no material effect on financial statements (continued)

Amendments to IAS 39 Novation of Derivatives and Continuation of Hedge Accounting

This amendment to IAS 39 makes it clear that there is no need to discontinue hedge accounting if a hedging derivative
is novated, provided certain criteria are met.

IFRIC 21 Levies

IFRIC 21 identifies the obligating event for the recognition of a liability as the activity that triggers the payment of the

levy in accordance with the relevant legislation.

¢) New and revised IFRSs in issue but not yet effective

The Company has not applied the following new and revised IFRSs that have been issued but are not yet effective:

IFRS 9

Amendments to IAS 19

Annual Improvements to
2010-2012 Cycle

Annual Improvements to
2011-2013 Cycle

IFRS 14

Amendments to IFRS 11
Amendments to IAS 16 and IAS 38

Amendments to IAS 16 and IAS 41
IFRS 15

Amendments to TAS 27
Amendments to IAS 10 and IAS 28

Annual Improvements to
2012-2014 Cycle
Amendments to IAS 1

Financial Instruments >
Defined Benefit Plans: Employee Contributions '
IFRS 2, IFRS 3, IFRS 8, IFRS 13, IAS 16 and IAS 38,  1AS 24!

IFRS 1, IFRS 3, IFRS 13, 14S 40!

Regulatory Deferral Accounts ’

Accounting for Acquisition of Interests in Joint operations >
Clarification of Acceptable Methods of Depreciation and
Amortisation ?

Agriculture: Bearer Plants ?

Revenue from Contracts with Customers *

Equity Method in Separate Financial Statements *

Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture ?

IFRS 5, IFRS 7, IAS 9, IAS 347
Disclosure Initiative >

Amendments to IFRS 10, IFRS 12 and IAS  Investment Entities: Applying the Consolidation Exception ?

28

! Effective for annual periods beginning on or after 1 July 2014.
2 Effective for annual periods beginning on or after 1 January 2016.
3 Effective for annual periods beginning on or after 1 July 2016.
4 Effective for annual periods beginning on or after 1 January 2017.
5 Effective for annual periods beginning on or after 1 January 2018.
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2. Accounting policies (continued)
2.3 Changes in accounting policy and disclosures (continued)

¢)_New and revised IFRSs in issue but not yet effective (continued)

IFRS 9 Financial Instruments

IFRS 9, issued in November 2009, introduces new requirements for the classification and measurement of financial
assets. IFRS 9 was amended in October 2010 to include requirements for the classification and measurement of
financial liabilities and for derecognition, and in November 2013 to include the new requirements for general hedge
accounting. Another revised version of IFRS 9 was issued in July 2014 mainly to include a) impairment requirements
for financial assets and b) limited amendments to the classification and measurement requirements by introducing a
“fair value through other comprehensive income (FVTOCI) measurement category for certain simple debt instruments.
Amendments to IAS 19 Defined Benefit Plans: Employee Contributions

This amendment clarifies the requirements that relate to how contributions from employees or third parties that are
linked to service should be attributed to periods of service. In addition, it permits a practical expedient if the amount
of the contributions is independent of the number of years of service, in that contributions, can, but are not required, to
be recognised as a reduction in the service cost in the period in which the related service is rendered.

Annual Improvements to 2010-2012 Cycle

IFRS 2: Amends the definitions of 'vesting condition' and 'market condition' and adds definitions for 'performance
condition' and 'service condition'

IFRS 3: Require contingent consideration that is classified as an asset or a liability to be measured at fair value at each
reporting date.

IFRS 8: Requires disclosure of the judgements made by management in applying the aggregation criteria to operating
segments, clarify reconciliations of segment assets only required if segment assets are reported regularly.

IFRS 13: Clarify that issuing IFRS 13 and amending IFRS 9 and IAS 39 did not remove the ability to measure certain
short-term receivables and payables on an undiscounted basis (amends basis for conclusions only).

IAS 16 and IAS 38: Clarify that the gross amount of property, plant and equipment is adjusted in a manner consistent
with a revaluation of the carrying amount.

TAS 24: Clarify how payments to entities providing management services are to be disclosed.
Annual Improvements to 2011-2013 Cycle
IFRS 1: Clarify which versions of IFRSs can be used on initial adoption (amends basis for conclusions only).

IFRS 3: Clarify that IFRS 3 excludes from its scope the accounting for the formation of a joint arrangement in the
financial statements of the joint arrangement itself.

IFRS 13: Clarify the scope of the portfolio exception in paragraph 52.
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IAS 40: Clarifying the interrelationship of IFRS 3 and IAS 40 when classifying property as investment property or
owner-occupied property.

2.  Accounting policies (continued)

2.3 Changes in accounting policy and disclosures (continued)

¢) _New and revised IFRSs in issue but not yet effective (continued)

IFRS 14 Regulatory Deferral Accounts

IFRS 14 Regulatory Deferral Accounts permits an entity which is a first-time adopter of International Financial
Reporting Standards to continue to account, with some limited changes, for 'regulatory deferral account balances' in

accordance with its previous GAAP, both on initial adoption of IFRS and in subsequent financial statements.

IFRS 14 was issued by the IASB on 30 January 2014 and is applies to an entity's first annual IFRS financial statements
for a period beginning on or after 1 January 2016.

Amendments to IFRS 11 Accounting for Acquisition of Interests in Joint operations
This amendment requires an acquirer of an interest in a joint operation in which the activity constitutes a business to:

e apply all of the business combinations accounting principles in IFRS 3 and other IFRSs, except for those
principles that conflict with the guidance in IFRS 11

e disclose the information required by IFRS 3 and other IFRSs for business combinations.
Amendments to IAS 16 and IAS 38 Clarification of Acceptable Methods of Depreciation and Amortisation

This amendment clarifies that that a depreciation method that is based on revenue that is generated by an activity that
includes the use of an asset is not appropriate for property, plant and equipment, and introduces a rebuttable
presumption that an amortisation method that is based on the revenue generated by an activity that includes the use of
an intangible asset is inappropriate, which can only be overcome in limited circumstances where the intangible asset
is expressed as a measure of revenue, or when it can be demonstrated that revenue and the consumption of the economic
benefits of the intangible asset are highly correlated. The amendment also adds guidance that expected future reductions
in the selling price of an item that was produced using an asset could indicate the expectation of technological or
commercial obsolescence of the asset, which, in turn, might reflect a reduction of the future economic benefits
embodied in the asset.

Amendments to IAS 16 and IAS 41 Agriculture: Bearer Plants

This amendment include “bearer plants” within the scope of IAS 16 rather than IAS 41, allowing such assets to be
accounted for a property, plant and equipment and measured after initial recognition on a cost or revaluation basis in
accordance with IAS 16. The amendment also introduces a definition of 'bearer plants' as a living plant that is used in
the production or supply of agricultural produce, is expected to bear produce for more than one period and has a remote
likelihood of being sold as agricultural produce, except for incidental scrap sales, and clarifies that produce growing
on bearer plants remains within the scope of TAS 41.
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2.  Accounting policies (continued)
2.3 Changes in accounting policy and disclosures (continued)

¢) _New and revised IFRSs in issue but not yet effective (continued)

IFRS 15 Revenue from Contracts with Customers
IFRS 15 provides a single, principles based five-step model to be applied to all contracts with customers.
The five steps in the model are as follows:

Identify the contract with the customer

Identify the performance obligations in the contract

Determine the transaction price

Allocate the transaction price to the performance obligations in the contracts
Recognise revenue when the entity satisfies a performance obligation.

Amendments to IAS 27 Equity Method in Separate Financial Statements

This amendment permits investments in subsidiaries, joint ventures and associates to be optionally accounted for using
the equity method in separate financial statements.

Amendments to IFRS 10 and IAS 28 Sale or Contribution of Assets between an Investor and its Associate or Joint
Venture

This amendment clarifies the treatment of the sale or contribution of assets from an investor to its associate or joint
venture.

Annual Improvements 2012-2014 Cycle

IFRS 5: Adds specific guidance in IFRS 5 for cases in which an entity reclassifies an asset from held for sale to held
for distribution or vice versa and cases in which held-for-distribution accounting is discontinued.

IFRS 7: Additional guidance to clarify whether a servicing contract is continuing involvement in a transferred asset,
and clarification on offsetting disclosures in condensed interim financial statements

IAS 9: Clarify that the high quality corporate bonds used in estimating the discount rate for post-employment benefits
should be denominated in the same currency as the benefits to be paid

TAS 34: Clarify the meaning of 'elsewhere in the interim report' and require a cross-reference
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2.  Accounting policies (continued)

2.3 Changes in accounting policy and disclosures (continued)

¢) _New and revised IFRSs in issue but not yet effective (continued

Amendments to IAS 1 Disclosure Initiative

This amendment addresses perceived impediments to preparers exercising their judgement in presenting their financial
reports.

Amendments to IFRS 10, 11, IAS 28 Investment Entities: Applying the Consolidation Exception

This amendment addresses issues that have arisen in the context of applying the consolidation exception for investment
entities by clarifying the following points:

e The exemption from preparing consolidated financial statements for an intermediate parent entity is available
to a parent entity that is a subsidiary of an investment entity, even if the investment entity measures all of its
subsidiaries at fair value.

e A subsidiary that provides services related to the parent’s investment activities should not be consolidated if
the subsidiary itself is an investment entity.

e When applying the equity method to an associate or a joint venture, a non-investment entity investor in an
investment entity may retain the fair value measurement applied by the associate or joint venture to its interests

in subsidiaries.

e An investment entity measuring all of its subsidiaries at fair value provides the disclosures relating to
investment entities required by IFRS 12.

The Company evaluates the effects of these standards on the financial statements.
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2. Accounting policies (continued)

2.4 Critical accounting estimates and judgments in applying accounting policies

The preparation of financial statements requires management to make judgments, estimates and assumptions that affect
the application of accounting policies and the reported amounts of assets, liabilities, income and expenses. Actual
results may differ from these estimates.

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, that
have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next
financial year are discussed below.

Deferred acquisition costs (DAC)

Those direct and indirect costs incurred during the financial period arising from the writing or renewing of insurance
contracts, are deferred to the extent that these costs are recoverable out of future premiums. All other acquisition costs
are recognised as an expense when incurred.

Deferral periods can be the average life-time of the contracts (which are longer than the lapse assumptions). The
Company management has determined the period as nine years and amount of DAC is subject to Liability Adequacy
Test each year. The Company has applied straight line method for the amortisation of DAC which is nine years.

Ultimate liability arising from claims made under insurance contracts

The estimation of the ultimate liability arising from claims made under insurance contracts is executed depending on
different assumptions. Mortality tables (CSO 1953-58, CSO 80 (Male-Female) approved by the Turkish Treasury are
used to estimate the ultimate liability arising from life insurance policies. For estimating the risk of critical illness, the
Critical Illness Rating Tables which are recommended by leader treaty reinsurer are used.

Estimate of future benefit payments and premiums arising from long-term insurance contracts
For estimation of future benefit and premium payments, four parameters have significant impacts:

i) The lapse and surrender rates: These estimated rates are derived from past experience. In its estimation, the
Company also takes into consideration the economic crisis or positive economic developments that will affect
the rates either in a positive or a negative way.

i) Number of deaths: While estimating number of deaths in a year, the historical mortality experiences are used.

iii)  Future investment income: This estimate is based on current market returns as well as expectations about future
economic and financial developments.

iv)  Average premium per insured: The assumption is based on historical trends in average premium amounts per
insured and economical expectations that may affect the average premium amount.
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2. Accounting policies (continued)

2.4 Critical accounting estimates and judgments in applying accounting policies (continued)
Employee termination benefits

In accordance with existing social legislation in Turkey, the Company is required to make lump-sum termination
indemnities to each employee who has completed over one year of service with the Company and whose employment
is terminated due to retirement or for reasons other than resignation or misconduct. In calculating the related liability
to be recorded in the financial statements for these termination benefits, the Company makes assumptions and
estimations relating to the discount rate to be used, turnover of employees, future change in salaries/limits, etc. These
estimations which are disclosed in Note 2.2 and Note 18 are reviewed regularly.

Doubtful receivables provisions

Doubtful receivables provisions are related to the total amount of receivables assessed by the Company’s management,
to cover the future potential losses arising from the non-collectability of the receivables as of the balance sheet date,
upon the current state of the economy. The total amount of the provision is determined according to the valuation
results, performances, market credibility, collection performances following balance sheet date, and the restructuring
on the receivables. The doubtful receivables provision as of the balance sheet date is disclosed in Note 8.

Deferred taxes

Deferred tax assets are recognised to the extent that it is probable that future taxable profits will be available against
which the deductible temporary differences can be utilised. It is necessary to evaluate and make predictions regarding
taxable profits which may occur in future while determining the amount of deferred tax assets to be recorded (Note
17).

Provision for litigations
In determining the provision for litigations, the Management considers the probability of legal cases to be brought

against the Company and in case it is brought against the Company considers its consequences based on the assessments
of legal advisor. The Company management makes its best estimates using the available data provided (Note 16).
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3. Segment information

Information related to the operational reporting made by the Company to the chief operating decision-maker in
accordance with the “IFRS 8 - Operating Segments” is disclosed in this note. The Company manages its business
through the following business segments:

Life Protection

The Company’s life insurance business is principally related to life protection insurance, including credit-linked life
and non-credit-linked life policies, such as term life, return of premium, critical illness and unemployment.

e Credit-linked life insurance policies represent the largest group of products historically offered by the
Company, both in terms of the number of valid insurance policies and by share of the gross written premiums
in the total gross written premiums earned by the Company. The Company offers both long-term and short-
term credit-linked life insurance. Long-term credit-linked life insurance includes insurance policies relating
to mortgages or consumer loans for terms greater than one year. Short-term credit-linked life insurance
includes yearly renewable insurance policies relating to consumer loans with accidental disability and optional
unemployment covers check credit life and SME credit life.

e  Non-credit-linked (term) life insurance policies provide life protection insurance for a certain period of time.
The insurance covers the insured's life. In the event of death, the beneficiary receives the amount insured.
Individual protection insurance may be entered into only with regular premium installments in amounts pre-
determined for the entire contract period. The Company offers customizable life insurance riders including
involuntary unemployment, critical illness, accidental death, and disability due to accident or sickness in its
non-credit-linked product portfolio.

Life Savings

Live savings products are generally written for a contract period, during which the insured makes regular premium
payments into a unit, in return for a unit-price guaranteed.

Personal Accident

Personal accident policies provide coverage against disability, death and medical expenses due to accident. The
insurance covers the insured's life. In the event of a defined accident, the beneficiary receives the amount insured.
Individual protection insurance may be entered into with a single premium or with regular premium installments in
amounts pre-determined for the entire contract period.

Pension

The Company offers a number of individual and corporate pension plans within the framework of the private pension
system in Turkey.

The segment information below is presented on the basis used by the chief operating decision-maker to evaluate
performance. Premium production and technical profit are considered while determining operating segments.
Technical profit is the profit that the Company derives from providing insurance coverage, exclusive of the income it
derives from investments. The chief operating decision-maker reviews discrete financial information for each of its
segments, including measures of operating results. The segments are managed primarily on the basis of their results,
which are measured on a basis which is broadly consistent with the Summary of Significant Accounting Policies
described in Note 2, with the exception of certain adjustments. Management considers that this information provides
the most appropriate way of reviewing the performance of the business.

Since the Company operates principally in Turkey, geographic segment information is not presented.

FINANCIAL STATEMENTS



184 AvivaSA Annual Report 2014

AvivaSA Emeklilik ve Hayat A.S.

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED DECEMBER 31, 2014
(Amounts expressed in Turkish Lira (“TL”) unless otherwise indicated.)

3. Segment information (continued)

Commission expenses: Represents commission expenses included in general and administrative expenses in the
statement of profit or loss under IFRS which are attributable to life protection, life savings, pension and personal
accident segments.

Net change in mathematical reserves: Net change in mathematical reserves are a component of net premiums earned
as per the Company’s segment reporting; whereas this is presented as part of total income after net premiums earned
in the statement of profit or loss under IFRS.

Other: Adjustments included in other represent individually insignificant reclassifications.

Transactions between the business segments are on normal commercial terms and conditions.

Below are the reconciliations of the statement of profit or loss:
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3. Segment information ( inued)
Life Insurance to statement of profit and loss
Net change in
‘Commissions Other mathematical Statement of
January 1 - December 31, 2014 Pension _Life protection Life savings Personal accident Total expenses 'Serves profit or loss
Gross written premiums - 196,931,759 15,967,720 45,415,333 258,314,812 - - - 258,314,812
Premium ceded to reinsurers - (8,087,638) (529,218) (113,195) (8,730,051) - - - (8,730,051)
Premium written net of rei — 188844121 15438.502 45302138 249584761 - - 249,584,761
Net change in mathematical rescrves T (5.621.428) 85278876 69657448 B ®077) (69.649.371) B
Net change in provision for uncarned premiums - -
reserves (2,067,486) 32,618 (8,735,790) (10,770,658) (10,770,658)
Net premiums carned — 17155207 100749996 36566349 308471551 B077) (©9.649.371) 238814,103
Net change in mathematical rescrves - - - - - - - 69.649.371 69,649,371
Claim paid and change in outstanding claims - (37,468,476) (97,863,288) (4,495,120) (139,826,884) - -
Commission income - 2420993 41283 21,536 2,483,812 - - -
‘Commission expense - (31,789,860) (21,785) (16,892,048) (48,703,693) 1,117,682 - -
Other income / (expense), net - (908,378) - (42,509) (950,887) - 1,978 - (948,909)
Life and personal accident technical profit — 103.409.489 2,906,206 15158209 121.473.904
Fund management charge 98,143,837 - - - 98,143,837 - - 98,143,837
Management fee 23335.992 - - - 23335.992 - - - 23.335.992
Entry fec 15,612,071 - - - 15,612,071 - - - 15,612,071
Deferred fee 20,075,801 - - - 20,075,801 - - - 20,075,801
Premium holiday charge 7.575.855 - - - 7.575.855 - - - 7.575.855
Pension income 164,743,556 - - — 164,743,556 - - - 164,743,556
Fund management charge (11,177,233 - - S L7723 - - (11.177.233)
Commission expense, net of DAC (32.030.762) - - S (20076) 3862948 - - (28.167.814)
Commission expense (70,204,662 - - S (0204662) 3862948 - (66,341.714)
DAC 38,173,900 - - - 38,173,900 - - - 38.173.900
Other income / (expense). net (7.360.372) - - - (.360372) - (59.249) (1419.621)
Pension expenses including commissi (50.568.367) - - T (50.568367) 3862948 (59.249) (46.764.668)
Pension technical profit 114,175,188 - - - 114,175,189
Total technical profit 114,175,188 103,409,489 2,906,206 15,158,209 235,649,093
General and administrative expenses (167,990,989)
Net technical profit after overhead expenses 67.658.104
Forcign exchange gain / (loss), net 3.763.832
Investment and other income / (expense). net 38.469.591
Net finang 42,233,423
Profit before taxes 109,891,527
Income tax expense (22,769,786)
Profit for the year 87,121,741
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Segment information (

Life Insurance

of profit or loss

Net change in

Commissions ‘mathematical Statement of
January 1 - December 31, 2013 Pension __Life protection Life savings Total expenses __ Other expenses reserves profit or loss
Gross written premiums - 178,303,284 22,202,069 32382317 232,887,670 - - - 232,887,670
Premium ceded to reinsurers - (8.164210) (670.600) (54,155) (8.888.965) - - - (8.888.965)
Premium written net of reinsurance S 170,139,074 21,531,469 32,328,162 223,998,705 - B B 223,998,705
Net change in mathematical reserves - (20299014) 121,268,693 - 100,969,679 - (13818) (100,955,861 -
Net change in provision for uncarned premiums
reserves - (1564.407) 4372 (250,062) 1770097 - - - 1.770.097)
Net premiums earned S 148275653 142,844,534 32,078,100 323,198,287 - (13.818) (100,955,861 222,228,608
Net change in mathematical reserves - - - - - - - 100,955,861 100,955,861
Claim paid and change in outstanding claims S (2687.797)  (140,447.667) (3.209200)  (176,344,664) - - - (176,344,664)
Comission income - 2,835,605 2,998 15077 2,903,680 - - - 2,903,680
Commission expense - (30,662,124) (51.734) (14,794,763) (45,508,621) 910946 - (44,597,675)
Other income / (expense), net - (1.000974) - (157,240) (1,158,214 - 13818 - (1,144,396)
Life and personal accident technical profit - 86,760,363 2,398,131 13,931,974 103,090,468
Fund management charge 79,574,251 - - - 79,574,251 - - - 79,574,251
Management fee 17,143,326 - - 17,143,326 - - - 17,143,326
Entry fee 14,703,416 - - - 14,703,416 - - - 14,703,416
Deferred fee 15,662,651 - - - 15,662,651 - - - 15,662,651
Premium holiday charge 717.614 - - 717.614 - - - 717,614
Pension income 127,801,258 B - B 127,801,258 - B - 127,801,258
Fund management charge (10,595,704 - - - (10,595,704) - - - (10,595,704)
Comission expense, net of DAC (19,585,443) - - - (19,585,443 408,503 - - (19,176,940
Commission expense (56,592,189) - (56,592,189) 408,503 - - (56,183,686)
- 37,006,746 - - - 37,006,746 - - - 37,006,746
Other income / (expense). net (5.832.804) - - - (5.832.895) - (100.490) - (5.933.384)
Pension expenses including commission (36,014,041) - - - (36,014,041) 408,503 100.490) - (35,706,028}
Pension technical profit 91,787,217 - - - 91,787,217
Total technical profit 91,787217 86,760,363 2,398,131 13,931,974 194,877,685
General and administrative expenses (143,576,208)
Net technical profit after overhead expenses 51,301,477
Foreign exchange gain / (loss), net 9,161,927
Investment income / (expense), net 30,635,320
Net financial income 39,797,247
Profit before taxes 91,098,724
Income tax expense (19.497,649)
Profit for the year 71,601,075
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4. Insurance and financial risk management

The Company has developed and implemented a risk management structure to protect it against events that undermine
sustainable performance, solvency or the achievement of strategic objectives. The risk management system is a
fundamental part of the daily operations and ongoing performance of the Company. By identifying, analyzing,
measuring, controlling, managing, reporting and mitigating risks that may arise in the course of its operations in a
timely manner, the Company intends to, among other things, comply with applicable legislative and regulatory
requirements, meet its obligations towards its customers and counterparties and maintain capital adequacy.

The Company’s approach to risk management is based on the following elements:
e Ensuring compliance with legal obligations and the Company’s risk management policies;
e Identifying all structural risks the Company is exposed to and defining risk acceptance criteria; and;

e Designing and applying internal control mechanisms and actions to seek to address these risks, and assuring the
Board of Directors about the transparent reporting of such risks.

The Board of Directors has overall responsibility for the risk and control environment, including setting the Company’s
risk appetite, risk strategy and target operating model, and risk management and internal control systems.

Early Risk Detection Committee

Pursuant to the Regulation on Internal Systems and a resolution of AvivaSA’s Board of Directors dated July 15, 2011
and numbered 2011/29, AvivaSA established a risk committee. Subsequently, pursuant to a resolution of AvivaSA’s
Board of Directors dated October 17, 2014 and numbered 2014/62, the risk committee was restructured to replace the
former risk committee in compliance with the Corporate Governance Principles (the Early Risk Detection Committee).
Pursuant to the Corporate Governance Communiqu’e, an early risk detection committee is to be responsible for the
preliminary detection of risks that may endanger the existence, development and continuity of a public company. Such
committee is also responsible for supervising the implementation of appropriate remedial measures and the
performance of risk management activities, during the course of which it must monitor, at least once a year, the risk
management systems of the company.

FINANCIAL STATEMENTS



188 AvivaSA Annual Report 2014

AvivaSA Emeklilik ve Hayat A.S.

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED DECEMBER 31, 2014

(Amounts expressed in Turkish Lira (“TL”) unless otherwise indicated.)
4. Insurance and financial risk management (continued)
Risk Management Framework

The Company aims to maximize Market Consistent Embedded Value (MCEV) and Shareholders’ expectations within
the risk appetite framework. It is provided by consistent and strong risk management process are applied companywide.

AvivaSA Emeklilik ve Hayat A.S’s risk management framework “(RMF)” forms an integral part of the management
and Board processes and decision making framework. The key elements of our risk management framework comprise
risk appetite, risk governance including risk policies and business standards, risk oversight committees and roles and
responsibilities and the processes we use to identify, measure, manage, monitor and report “(IMMMR)” risks.

Roles and responsibilities for risk management are based around the “three lines of defence model” where ownership
for risk is taken at all levels in the Company.

e First line of defence (Management): Primary responsibility for risk identification, measurement, management,
monitory and reporting lies with management. The first-line management is responsible for the implementation
and practice of risk management, as well as establishing internal control systems.

e Second line of defence (Risk and Internal Control Function): Risk and Internal Control function is accountable
for oversight and challenge of the IMMMR process and for developing the risk management framework.

e Third line of defence (Internal audit function): Internal Audit function provides an independent assessment of the
risk framework and internal control processes.

The Company’s risk management model identifies risk classes, which are then further highlighted under risk
management policies and standards. These risk management policies and standards act as practical guides explaining
how the Company can manage any financial, operational and nominal losses in the most appropriate way, by
identifying the risks inherent in the life insurance and private pension industry, analyzing measurable data concerning
these risks and establishing limits for such risks for the Company and its management.

The following diagram sets out the Company’s risk policy framework:

RISK MANAGEMENT FRAMEWORK

RISK APPETITE FRAMEWORK

Business Risk Financial Risk
LIFE LIQUIDITY CREDIT MARKET
PENSION INSURANCE RISK RISK RISK

< OPERATIONAL RISK >
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4. Insurance and financial risk management (continued)

Risk Management Framework (continued)

The Company also adheres to the following business policies and standards as regards risk management:

Risk policies

The risk management policies set the basic principles and standards for the risk management system and processes.
The policies are approved by the Board of Directors and the amendments require the Board of Directors approval. The
tools required to determine, measure, manage, monitor and report the risk vary by the risk type. Therefore, the risk
policy framework includes six risk policies, including the Risk Management Framework Policy, special to each risk
type to which the company is exposed: life insurance and private pension, credit, market, liquidity and operational risk.
Business standards

The Company recognizes the importance of consistent and controlled business processes as a form of risk management.
Each risk policy is therefore supported by a number of associated business standards which sets out the requirements

for operating consistent processes across its most important business activities.

Primary risks facing the Company are Insurance Risk and Financial Risk (comprising mainly Market Risk and Credit
Risk).

Insurance Risk

This is the risk that the insurance premiums allocated by the Company may not meet the claim liabilities and profit
share payments and any payment in relation to claims and damages may exceed its expectations. Life insurance risk
includes, death, disability, additional collateral due to accidents and dangerous diseases etc.

a) Life insurance
Life insurances are offered as individual and group contracts in short and long term periods.

Mortality risk (the risk that more than expected insured parties die), disability, critical illness and additional collateral
play an important role in the life insurance businesses of the Company. The all risk associated with the Company’s life
insurance mentioned above and related rider businesses have been partly reinsured. The most important contracts are
signed with Swiss Re, Scor Global Life, Cardiff Hayat ve Emeklilik, Munich Re and Gen Re. Company. The company
has signed reinsurance agreements with Scor Global Life ve RGA against catastrophic loss risks.
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4. Insurance and financial risk management (continued)

Insurance Risk (continued)

a) Life insurance (continued)

The life insurance businesses are also exposed to lapse risk and persistency risk. Lapse risk is the risk that policies exit
prior the maturity. Persistency risk is defined as the risk of a sustained increase in lapse rates, unexpected volatility in
lapse rates and mass lapses. Whether policyholders terminate or renew (explicitly or through automatic renewal) their
insurance policies depends on consumer expectations and developments in the financial markets. Managing the
attractiveness of life insurance products for customers and intermediaries as well as close monitoring of developments
in the portfolio are key to mitigating this risk.

In case of technical interest rates remain below the guaranteed return on investment returns on life insurance will taken
of the cumulative premium investment risk is the risk of the insurance company is concerned.

b) Personal Accident (Non-Life)
Personal Accident insurances are offered as individual or group contracts.

Personal accident insurance contains the risk like accidental death and accidental disability. Disposals and customer
retention risks are also among the risk of personal accident insurance

The personal accident insurance as well as life insurance should be given as additional collateral to guarantee
unemployment insurance, reinsurance collateral is transferred to all

¢) Pensions

The pensions business is also exposed to lapse risk, which is the risk of cancelling contracts, transfers out to competitors
and termination of pension policies at maturity (i.e., retirement). The investment risk under pension contracts is borne
by the customer. The customer evaluates its pension fund investments according to its own preferences.

Assessment and claims settlement

In order to assess insurance risk, and accordingly manage the claim and premium balance, determine liabilities
accurately and ensure sufficient provisioning to meet liabilities, the Company performs the following analyses:

. experience investigations on claims;

. persistency reports on lapses and transfer outs; and
. Market-Consistent Embedded Value (“MCEV”)

. Market-Based real value analysis of change.

Claims handling is organized in a specialized department within the operations division of the Company, handling both
individual and corporate policies, and the assessment and settlement of incurred claims takes place on a monthly basis.
Further, the Company has underwriting at the claim stage specifically for critical illness claims.
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4. Insurance and financial risk management (continued)

Insurance Risk Management

The purpose in managing risks arising from insurance contracts and policies designed to reduce such risks:

The insurance risk is a risk transferred by insured to insurer, apart from financial risk. Transferred risk is about an
uncertain future incident. Uncertainty arises from lack of information about whether the incident is going to happen or

not or about its size or timing.

The ratio of premiums collected by insurer to claim paid to insured denotes a Company’s capacity to meet insurance
risk.

As at December 31, 2014 and 2013, Company’s claim/premium ratio related branches are given below. It is observed
that premiums collected provide a capacity to meet any incurred claims:

Net claims ratio December 31, 2014 December 31, 2013
Life 16% 15%

Personal Accident (Casualty) 12% 10%

As at December 31, 2014 and 2013 that part of total risk which is ceded to reinsurers is given below on a risk coverage
basis.

December 31, 2014

Life

Natural Accidental Accidental ~ Sickness Dangerous  Public

Death death disability disability sickness Transport Unemployment
4.59% 19.15% 8.83% 11.04% 51.42% 15.89% 100.00%
Personal Accident

Accidental Accidental Accidental

death disability treatment cost  Unemployment

0.35% 0.55% - 100.00%

December 31, 2013

Life

Natural Accidental Accidental  Sickness Dangerous  Public

death death disability disability sickness Transport Unemployment
4.42% 19.68% 7.65% 9.56% 50.94% 16.61% 100.00%
Personal Accident

Accidental Accidental Accidental

death disability treatment cost Unemployment

0.31% 0.44%

- 100.00%
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4. Insurance and financial risk management (continued)

Sensitivity to Insurance Risk

The Company’s policy production strategy is based on optimal distribution of risk to reinsurance companies according
to policy type, as well as to kind and size of risk taken. At 31 December 2014 and 31 December 2013 the Company
has both proportional and non-proportional reinsurance treaties.

Outstanding claims are reviewed and updated periodically by claims department.

The Company executes insurance contracts in life insurance and personal accident branches. Accordingly, in such

insurance contracts, insurance risk concentration according to nature of the subject-matter of insurance are summarized
below in gross and net figures (net of reinsurance)

Total gross risk Share of reinsurer
December 31, 2014 liability in total risk liability Net risk liability
Life 35,956,873,986 1,651,184,704 34,305,689,282
Personal Accident 32,490,342,306 143,503,433 32,346,838,873
Total 68,447,216,292 1,794,688,137 66,652,528,155
Total gross risk Share of reinsurer
December 31, 2013 liability in total risk liability Net risk liability
Life 31,167,780,632 1,378,101,830 29,789,678,802
Personal Accident 26,809,810,623 98,140,953 26,711,669,670
Total 57,977,591,255 1,476,242,783 56,501,348,472

The Company’s gross provision for outstanding claims at December 31, 2014 and 2013 are as follows:

Outstanding Claims December 31, 2014 December 31, 2013
Life 36,742,426 30,264,942
Personal Accident 7,771,925 6,297,445

Total 44,514,351 36,562,387
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4. Insurance and financial risk management (continued)

Financial Risk

Financial risk arises from the financial instruments used by the Company, such as cash, time bank deposits, government
bonds, treasury bills, private sector bonds and Eurobonds. The specific risks arising from such instruments and
insurance contract liabilities are as follows:

a) Market Risk

Market risk refers to the risk of incurring financial losses as a result of fluctuations in the fair value of a financial
instrument or expected future cash flows from a financial instrument and the risk that fair value of cash flows resulting
from liabilities (including insurance liabilities) will change due to fluctuations in the level or the volatility of market
variables. Market risk consists of equity risk, inflation risk, property risk, commodity risk and, more importantly for
the Company, interest rate risk and foreign exchange risk.

i)  Foreign Currency Risk

The Company is exposed to foreign exchange risk through the impact of rate changes at the translation of Turkish Lira
pertaining to foreign currency denominated receivables and payables.

Foreign currency sensitivity analysis as of 31 December 2014 and 31 December 2013 are as follows:

At December 31, 2014, on condition that all variables remain constant, effect of a 10% appreciation/ devaluation of
Eurobonds against TL on owners’ equity is TL 8,932.

December 31, 2014:
Liabilities and assets in foreign currency Effect on income/expense
Exchange rate variation (*) USD EUR GBP
10% 2,770,854 (1,328) (2,422)
-10% (2,770,854) 1,328 2,422

As at December 31, 2013, on condition that all variables remain constant, effect of a 10% appreciation/ devaluation of
Eurobonds against TL on owners’ equity is TL 467,827.

December 31, 2013:
Liabilities and assets in foreign currency Effect on income/expense
Exchange rate variation (*) USD EUR GBP
10% 3,788,057 508,053 (2,549)
-10% (3,788,057) (508,053) 2,549

(*) All amounts are presented in TL.
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4. Insurance and financial risk management (continued)

Financial Risk (continued)

a) Market Risk (continued)
ii) Interest Risk

The Company’s sensitivity to interest rate risk is related to the change in the fair values or expected cash inflows of
the financial assets due to the fluctuations in the interest rates. The Company closely monitors interest rate risk by
monitoring market conditions and appropriate valuation methods.

In the following table, on condition that all other variables remain constant, it is disclosed that the effect on the
statement of profit or loss of a 5% increase/(decrease) in market interest rates for TL securities, as well as of a 0,5 %
increase/(decrease) for USD and EURO securities. The underlying logic used in this projection is that a discount
interest rate applicable for each year with effect of the stresses set in different rates by respective years is found using
the upward-downward variation which might occur in average market interest rates and that market value of securities
are then discounted at such rate in connection with their respective maturity period.

As at 31 December 2014:

Total of trading and available for sale financial assets Effect Profit and Loss
Market interest increase / (decrease) (**) TL USD (%) EUR (¥)
%5 (13,461,351) (5,481,341) (10,185)
%5 12,301,084 4,619,202 7,949
Trading financial assets (company) Effect Profit and Loss
Market interest increase / (decrease) (**) TL USD (*) EUR (*)
%5 (1,854,800) - -
-%5 1,979,169 - -
Available for sale financial assets Effect Profit and Loss
Market interest increase / (decrease) (**) TL USD (%) EUR (%)
5% Asset backing investment contacts (10,050,487) (4,687,170) (10,185)
5% Available for sale financial assets (company) (1,556,064) (794,171) -
-5% Asset backing investment contacts 8,913,806 3,971,967 7,949
-5% Auvailable for sale financial assets (company) 1,408,109 647,235 -

(*)  Interest risk computed according to a 0.5% variation in interest rates for USD and EUR portfolio.
(**) Amounts are shown in relevant currency.
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4. Insurance and financial risk management (continued)

Financial Risk (continued)
a) Market Risk (continued)
ii) Interest Risk (continued)

December 31, 2013:

Effect Profit and Loss

?;[f)rket interest increase / (decrease) TL USD (%) EUR (*)
5% (12,900,940) (5,327,681) (47,905)
-5% 11,722,774 4,597,596 37,776
Trading financial assets (company)
Market interest increase / (decrease) (**) TL USD (%) EUR (¥)

5% (1,787,742) - -
-5% 1,954,840 - -
Available for sale financial assets
Market interest increase / (decrease) (**) TL USD (¥) EUR (%)
5% Asset backing insurance contracts (10,214,212) (4,716,479) (47,455)
5% Auvailable for sale financial assets (Company) (898,986) (611,202) -
-5% Asset backing insurance contracts 8,989,327 4,093,542 37,422
-5% Available for sale financial assets (Company) 778,607 504,054 -

*) Interest risk computed according to a 0.5% point variation for USD and EUR portfolio.

(**)  All amounts are shown in relevant currency.
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4. Insurance and financial risk management (continued)

Financial Risk (continued)

b) Credit Risk

Credit risk is the failure of Company to third parties not to fulfill their obligations wholly or partially, financial
loss related to changes in credit spreads and credit note.

Since, financial assets of the Company mainly consist of government bonds which are not considered as a high
credit risk and bank deposits in the banks resident in Turkey, credit risk is lower than other risk categories.

Maximum exposure to credit risk

The table below shows the maximum exposure to credit risk for the components of the financial statements:

December 31, 2014 December 31, 2013
Cash and cash equivalents 394,414,565 314,537,220
Financial assets 358,396,058 345,957,494
Premium and other insurance receivables 24,034,051 15,049,206
Reinsurance share of insurance liabilities 6,471,662 6,072,929
Other financial assets 838,932 838,932
Pension business receivables 9,728,797 8,466,912
Total 793,884,065 690,922,693

¢) Liquidity Risk

The Company faces the risk that its short-term assets are insufficient to meet its short-term obligations (such as
claims arising from insurance contracts) as they fall due. To mitigate this risk, it uses liquidity coverage ratio
“(LCR)” to monitor its liquidity risk profile on a 12-month basis. The monthly LCR is defined as (i) the projected
amount of cash available at the start of the month divided by (ii) the planned net cash outflows during the month
plus an allowance for a 1 in 10 stress event.
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4. Insurance and fi risk ( )

Financial Risk (continued)

¢) Liquidity Risk (continued)

As at December 31, 2014, table of liquidity risk is as follows:

The following tables detail the Company’s remaining contractual maturity for its non-derivative financial assets and liabilities. The tables have been drawn up based on
the undiscounted cash flows of financial assets and liabilities based on the earliest date on which the Company can be required to pay. The table includes both interest and

principal cash flows. The undiscounted totals column includes the effect of the possible future cash flows attributable to the instrument included in the maturity analysis
which are not included in the carrying amount of the financial liability on the statement of financial position.

Carrying Uptol 3 months to 1 Syearsand Nomaturity  Undiscount
December 31,2014 amount month ___1-3 months year 1-5 years over date ed Totals
Financial assets

Cash and cash cquivalents 394414565 27.846,173 350,274,261 18,376,390 - - - 396,496,824
Financial assets 358396058 76,382.449 9,393,873 17,575478 6389276 252464343 - 362205419
- Available for sale asset backing financial investments 42,808,597 - - 9470577 33,845,580 - 43316157
- Financial assets at fair value through profit or loss 75524805 59,373,664 9,393,873 - 6,389.276 - - 75156813
- Available for sale financial investments Policyholders” portfolio 240,062,656 17,008,785 8,104,901 218,618,763 - 243,732,449
Premium and other insurance receivables 24,034,051 126676 13052477 10,793,561 61,337 - - 24,034,051
Pension business receivables 9,728,797 6,906,833 - - 1,327,392 - 1494571 9,728,797
Other financial assets 838932 - - - - - 838,932 838,932
Total undi assets 787412403 111262131 372,720,611 46,745.429 7778005 252,464,343 2,333,503 793,304,022
Financial liabi

Financial liabilitics 1,673,509 1,673,509 - - - - - 1673509
Due to insurance and reinsurance companies 7,686,218 31,032 7,655,186 - - - - 7686218
Pension business payables 170,126993 145943876 24,183,117 - - - - 170,126,993
Other payables and liabilities 24,622,555 8,125,376 12,083,952 174,143 4239084 - - 24622555
Total undiscounted liabil 204,109275__ 155,773,793 43922255 174,143 4,239,084 - - 204,109275
Liquidity surplus/(deficit) 583,303,128 (44,511,662) 328,798,356 46,571,286 3,538,921 __ 252,464,343 2,333,503 589,194,747

FINANCIAL STATEMENTS



198 AvivaSA Annual Report 2014

AvivaSA Emeklilik ve Hayat A.S.

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED DECEMBER 31, 2014

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

4. Insurance and financial risk management (continued)

Financial Risk (continued)
<) Liquidity Risk (continued)

As at December 31, 2013, table of liquidity risk is as follows:

Carrying Uptol | o hs 3 monthsto 1-5 years Sycars and No maturi Undiscounted
December 31,2013 amount month 1year ! over date Totals
Financial assets
Cash and cash equivalents 314537220 159871832 152917064 1748324 - - - 314,537,220
Financial assets 345957494 - 70109294 5019829 48798281 236,585,905 16,000,002 376,513,311
- Available for sale asset backing financial investments 22,066,114 - - - - 26,909,672 - 26,909,672
- Financial assets at fair value through profit or loss 57.828.778 - 36808947 5019829 - - 16,000,002 57,828,778
- Available for sale financial investments Policyholders’ portfolio 266,062,602 - 33300347 - 48798281 209,676,233 - 291,774,861
Premium and other insurance receivables 15,049,206 9053678 5995528 - - - 15,049,206
Pension business receivables 8.466.912 5.479.478 128 340 2,986,966 - - 8466912
Other financial assets 838,932 - - - - - 838,932 838,932
Total undi assets 684,849,764 165,351,310 232,080,164 12,764,021 51,785,247 236,585,905 16,838,934 715,405,581
Financial liabilities
Financial liabilities - - - - - - - -
Due to insurance and reinsurance companies 5918543 55,535 5,863,008 - - - - 5918,543
Pension business payables 103,631,681 85,784,656 17,847,025 - - - - 103,631,681
Other payables and liabilities 23,565,570 5976410 14,019,520 - 3,569,640 - - 23,565,570
Total liabilities 133,115,794 91,816,601 37,729,553 - 3,569,640 - - 133,115,794
Lig surplus/(deficit) 551,733,970 73,534,709 194350,611 12,764,021 48,215,607 236,585,905 16,838,934 582,289,787
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4. Insurance and financial risk management (continued)

Financial Risk (continued)
c) Liquidity Risk (continued)

Fair value of the financial instruments

Fair value is the amount for which an asset could be exchanged or a liability settled between knowledgeable, willing
parties in an arm’s length transaction in accordance with market conditions.

The Company determines the estimated fair value of its financial instruments by using the current market information
and appropriate valuation methods. Additionally, ability to estimate the market values through assessing the market
information requires interpretation and judgment. As a result, the estimations presented herein cannot be an indicator
of the amounts obtained by the Company in a current market transaction.

Fair value hierarchy

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. Fair
value measurements are performed in accordance with the following fair value measurement hierarchy.

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities.
Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability,
either directly (that is, as prices) or indirectly (that is, derived from prices).
Level 3: Inputs for the asset or liability that is not based on observable market data (that is, unobservable
inputs).
December 31, 2014
1. Level  2.Level 3. Level Total
Financial assets:
Available for sale financial assets (Note 6) 42,808,597 - - 42,808,597
Financial assets held for trading (Note 6) 75,524,805 - - 75,524,805
Financial investments with risks on policyholders
classified as available for sale (Note 6) (¥) 223,053,371 - - 223,053,871
Total financial assets 341,387,273 - - 341,387,273

(*) Time deposits amounting to TL 17,008,785 are not included. Carrying values of time deposits approximate their
fair values due to their short term nature.

December 31, 2013
1. Level  2.Level 3.Level Total
Financial assets:
Available for sale financial assets (Note 6) 22,066,114 - - 22,066,114
Financial assets held for trading (Note 6) 57,828,778 - - 57,828,778
Financial investments with risks on policyholders
classified as available for sale (Note 6) (**) 232,762,255 - - 232,762,255
Total financial assets 312,657,147 - - 312,657,147

(**)Time deposits amounting to TL 33,300,347 are not included. Carrying values of time deposits approximate their
fair values due to their short term nature.
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4. Insurance and financial risk management (continued)

Financial Risk (continued)

d)  Operational Risk

Operational risks consist of all other risks that may cause financial loss or loss of reputation to the Company and may

result from the potential failure of the people, processes and technology employed in taking and managing risks.
Operational risks that Company faces include the following:

. Regulatory reporting defects regarding pension and life;
. Defects due to incapability of the IT infrastructure; and
. Deficiencies in internal control systems.

The Company regards tight control over its IT systems as a strategic necessity. The Company aims to strengthen its
central IT organization and the strategic information management function to increase the effectiveness of the general
IT controls and to reduce costs through, for example, the improvement of existing IT systems. The IT systems require
many ongoing adjustments because of legislative changes and chain integration.

Operational risks are detailed in the Company’s risk tracking system, called OPERA, which is updated to reflect
changes in the operating environment and its business processes.

Capital Management

The Company’s capital adequacy is calculated within the framework of “Regulation on Measurement and Evaluation
of Capital Adequacy of Insurance, Reinsurance and Pension Companies” published in the Official Gazette dated
January 19, 2008 and numbered 26761, in the semi-annual periods. The main purpose of the Company’s capital
management is to maximize the contribution provided made to its shareholders in order to create and maintain a strong
capital structure to continue the operations of the Company.

As of December 31, 2014 and 2013, the Company has a sufficient amount of equity for losses which may arise from
current liabilities and potential risks of the Company. As of December 31, 2014 and 2013, the required capital reserves
(calculated in accordance with the above-mentioned local regulation) and current capital adequacy analysis is as
follows:

December 31, 2014 December 31, 2013

Total owners’ equity 187,356,615 166,314,278
Required minimum capital reserves 83,341,882 70,267,142

Capital surplus 104,014,733 96,047,136
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5. Cash and cash equivalents

As at December 31, 2014 and 2013, cash and cash equivalents are as follows:

December 31, 2014 December 31, 2013

Cash 142 401
Banks (*) 238,263,597 226,279,430
Cheques given and payment orders (29,741) -
Other cash and cash equivalents (**) 156,180,567 88,257,389
Total cash and cash equivalents 394,414,565 314,537,220

Accrued interest (856,620) (478,812)

Term deposits with maturities of 3 months or more - (1,745,159)
Total cash and cash equivalents per statement of cash flow 393,557,945 312,313,249

(*) Note 32 presents the details about the blockage on cash and cash equivalents in favour of Undersecretariat of
Treasury.

(**) Other cash and cash equivalents consist of credit card receivables with maturities up to 41 days.

Interest rates of time deposits are stated below:

December 31,2014 December 31, 2013

Interest Rate Interest Rate

(%) (%)

uUsD 1.96 1.81
TL 10.71 9.12

As of December 31, 2014, TL deposit maturity varies between January 2, 2015 and March 30, 2015, foreign currency
deposits maturity varies between January 5, 2015 and January 23, 2015.

As of December 31, 2013, TL deposit maturity varies between January 2, 2014 and April 25, 2014, foreign currency
deposits maturity varies between January 2, 2014 and January 6, 2014.
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S. Cash and cash equivalents (continued)

As at December 31, 2014 and 2013; detail of cash and cash equivalents are as follows:

December 31, 2014 December 31, 2013
Foreign currency cash and cash
equivalents 2,520,344 19,236,608
- demand deposits 103,236 153,505
- time deposits 2,361,515 19,030,814
- credit card collections 55,593 52,143
- cash - 146
TL cash and cash equivalents 391,894,221 295,300,612
- demand deposits 4,328,445 3,623,988
- time deposits 231,470,401 203,471,123
- credit card collections 156,124,974 88,205,246
- cheques given and payment orders (29,741) -
- cash 142 255

Total

394,414,565

314,537,220
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6. Financial assets

As at December 31, 2014 and 2013; the securities portfolio of the Company is as follows:

December 31, 2014 December 31, 2013

Financial assets at fair value through profit or loss 75,524,805 57,828,778

Total available for sale financial assets 282,871,253 288,128,716

Auvailable for sale financial investments 42,808,597 22,066,114

Avallable ’for sal‘e asset backing financial investments, 240,062,656 266,062,602
policyholders’ portfolio

Total securities portfolio 358,396,058 345,957,494

As at December 31, 2014 and 2013; financial assets as fair value through profit or loss are as follows:

December 31, 2014

Cost Fair value Carrying value
Investment funds 30,348,538 31,615,509 31,615,509
Private sector bonds 23,288,702 23,615,766 23,615,766
Treasury bills and Government Bonds -TL 19,802,741 20,293,530 20,293,530
Total financial assets at fair value through
profit or loss 73,439,981 75,524,805 75,524,805

December 31, 2013

Cost Fair value Carrying value
Investment funds 16,000,002 16,000,002 16,000,002
Private sector bonds 36,535,082 36,808,947 36,808,947
Asset backed securities 4,722,088 5,019,829 5,019,829
Total financial assets at fair value through
profit or loss 57,257,172 57,828,778 57,828,778

FINANCIAL STATEMENTS



204 AvivaSA Annual Report 2014

AvivaSA Emeklilik ve Hayat A.S.

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED DECEMBER 31, 2014

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

6. Financial assets (continued)

As at December 31, 2014 and 2013; available for sale financial assets owned by the Company are as follows:

December 31, 2014

Cost Fair value Carrying value
Treasury bills and Government bonds — TL 14,674,125 14,284,323 14,284,323
Eurobonds- USD 28,696,761 28,524,274 28,524,274
Total available for sale financial investments 43,370,886 42,808,597 42,808,597
December 31, 2013
Cost Fair value Carrying value
Treasury bills and Government bonds — TL 7,698,000 6,301,220 6,301,220
Eurobonds-USD 18,862,187 15,764,894 15,764,894
Total available for sale financial investments 26,560,187 22,066,114 22,066,114

As at December 31, 2014 and 2013; available for sale financial assets backing insurance contracts are as follows:

December 31, 2014
Cost Fair value Carrying value
Treasury bills and Government bonds — TL 84,193,796 79,711,791 79,711,791
Eurobonds — USD 142,187,167 142,113,142 142,113,142
Eurobonds — EUR 1,084,208 1,228,938 1,228,938
Time deposits — TL 16,900,000 17,008,785 17,008,785
Total available for sale asset backing
financial investments, policyholders’
portfolio 244,365,171 240,062,656 240,062,656
December 31, 2013
Cost Fair value Carrying value
Treasury bills and Government bonds — TL 91,169,921 78,513,796 78,513,796
Eurobonds — USD 158,662,496 147,118,584 147,118,584
Eurobonds — EUR 6,598,684 7,129,875 7,129,875
Time deposits — TL 32,700,000 33,300,347 33,300,347
Total available for sale asset backing
financial investments, policyholders’
portfolio 289,131,101 266,062,602 266,062,602
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6. Financial assets (continued)

As at December 31, 2014 and 2013; financial assets at fair value through profit or loss and available for sale financial
assets movement table are as follows:

2014 2013
Opening, January 1 345,957,494 409,546,878
Purchases 334,478,171 2,343,898,587
Disposals (344,502,613) (2,355,946,888)
Change in the valuation - unrealized gain and losses (2,167,477) 6,637,471
Disposals through the redemption (614,186) (6,048,330)
Unrealized exchange rate gains/(losses) (1,133,795) (99,869)
Change in balance recognized under equity 6,537,678 (9,538,595)
Change in balance recognized under life mathematical reserves 19,840,786 (42,491,760)
Closing, December 31 358,396,058 345,957,494

The maturity analysis of financial assets is as follows:

As at December 31, 2014 and 2013; the remaining contractual maturities of financial assets are as follows:

December 31, 2014

No stated 0-3 3-6 6 months 13 More than
maturity months months to 1 year years 3 years Total
Government bonds and treasury bills - - 11,859,863 - 20,293,530 82,136,251 114,289,644
Eurobonds - 5,743,660 - - - 166,122,694 171,866,354
Private sector bonds - 3,031,294 594,278 8,148,270 11,841,924 - 23,615,766
Time deposits - 17,008,785 - - - - 17,008,785
Investment funds 31,615,509 - - - - - 31,615,509
Total 31,615,509 25,783,739 12,454,141 8,148,270 32,135,454 248,258,945 358,396,058
December 31, 2013
No stated 0-3 3-6 6 months 13 More than
maturity months months to 1 year years 3 years Total
Government bonds and treasury bills - - - - 11,791,947 73,023,069 84,815,016
Eurobonds - - - - 34,239,170 135,774,183 170,013,353
Private sector bonds - 36,808,947 - - - 36,808,947
Asset backed securities - - 5,019,829 - - 5,019,829
Time deposits - 33,300,347 - - - - 33,300,347
Investment funds 16,000,002 16,000,002
Total 16,000,002 70,109,294 - 5,019,829 46,031,117 208,797,252 345,957,494
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6. Financial assets (continued)

The foreign currency analysis of financial assets is as follows:

December 31, 2014

Currency Currency

Type Amount Rate Amount TL
Financial assets available-for-sale USD 12,300,778 2.3189 28,524,274

TL 14,284,323
Total 42,808,597
Financial assets at fair value through profit or loss TL 75,524,805
Total 75,524,805
Financial investments with risks on policy holders USD 61,284,722 2.3189 142,113,142

EUR 435,685 2.8207 1,228,938

TL 96,720,576
Total 240,062,656
Total securities portfolio 358,396,058

December 31, 2013

Currency Currency

Type Amount Rate Amount TL
Financial assets available-for-sale

USD 7,386,447 2.1343 15,764,894

TL 6,301,220
Total 22,066,114
Financial assets at fair value through profit or loss TL 57,828,778
Total 57,828,778
Financial investments with risks on policy holders uUsSD 68,930,602 2.1343 147,118,584

EUR 2,428,018 2.9365 7,129,875

TL 111,814,143
Total 266,062,602

Total securities portfolio

345,957,494
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7. Reinsurance share of insurance liabilities

As at December 31, 2014 and 2013; reinsurance share of insurance liabilities are as follows:

December 31, 2014 December 31, 2013
Reinsurers’ share of outstanding claims 3,556,998 3,452,585
Reinsurers’ share of unearned premiums reserve 2,914,664 2,620,344
Total 6,471,662 6,072,929
8. Premium and other insurance receivables
As at December 31, 2014 and 2013; premium and other insurance receivables are as follows:
December 31, 2014 December 31, 2013
Policyholders and reinsurance companies 23,893,424 14,914,669
Loans to policyholders 140,627 134,537
Total premium and other insurance receivables 24,034,051 15,049,206

Loans to policyholders are secured by the accumulated premiums of the policyholders.

As at December 31, 2014 and 2013; maturity distribution of neither past due nor impaired insurance operations

receivables is as follows:

December 31, 2014 December 31, 2013
Receivables from policyholders
Up to 3 months 8,825,381 5,622,130
3 to 6 months 5,717,269 3,166,866
6 to 9 months 3,481,940 1,987,304
9 to 12 months 1,229,948 706,821
Total 19,254,538 11,483,121

As at December 31, 2014 and 2013; an analysis of the aging of overdue but not impaired insurance operations

receivables is as follows:

December 31, 2014 December 31, 2013
Overdue 0-3 months 4,227,096 2,959,727
Overdue 3-6 months 188,857 230,695
Overdue 6-9 months 125,673 189,494
Overdue 9-12 months 35,923 36,367
Overdue 1 year 61,337 15,265
Total 4,638,886 3,431,548
Grand total 23,893,424 14,914,669
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8. Premium and other insurance receivables (continued)

As at December 31, 2014 and 2013; maturity distribution of neither past due nor impaired loans to the policyholders

is as follows:

December 31, 2014 December 31, 2013
Up to 3 months 126,676 -
3 to 6 months 13,951 -
6 to 9 months - 18,926
9 to 12 months - 115,611
Total 140,627 134,537

As at December 31, 2014 and 2013; the collateral held by the Company as security for its receivables are as follows:

December 31, 2014
USD EURO TL Total (TL)
Guarantees received
Letter of guarantees 169,280 - 5,036,085 5,205,365
Mortgage deed - - 316,200 316,200
Other guarantees 253,643 7,793 166,800 428,236
Total 422,923 7,793 5,519,085 5,949,801
December 31, 2013
USD EURO TL Total (TL)
Guarantees received
Letter of guarantees 140,864 58,730 4,906,135 5,105,729
Mortgage deed - - 241,200 241,200
Other guarantees 229,844 8,113 151,800 389,757
Total 370,708 66,843 5,299,135 5,736,686
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9. Pension business receivables and payables

As at December 31, 2014 and 2013; pension business receivables are as follows:

December 31, 2014 December 31, 2013
Due from pension operations 8,401,404 7,140,086
Investment management fee receivable 1,327,393 1,326,826
Total individual pension business receivables, net 9,728,797 8,466,912

As at December 31, 2014 and 2013; pension business payables are as follows:

December 31, 2014 December 31, 2013
Temporary account of participants 160,431,204 95,834,517
Other payables from pension operations 9,695,789 7,797,164
Total pension business payables 170,126,993 103,631,681
10.  Other assets
As at December 31, 2014 and 2013; other assets are as follows:
December 31, 2014 December 31, 2013
Prepaid expenses 4,025,699 3,997,962
Other receivables from other related parties (Note 33) 2,528,280 1,538,086
Advances given 146,889 80,001
Receivables from shareholders (Note 33) 18,784 241,117
Deposits and guarantees given 84,400 41,548
Other 469,866 235,281
Total other assets 7,273,918 6,133,995
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11. Property and equipment, net

As of December 31, 2014 and 2013; tangible assets movement and its accumulated depreciation is as follows:

Cost 1 January 2014 Additi Disposal 31 December 2014
Machinery and equipment 7,006,784 430,481 (3,284) 7,433,981
Furniture and fixtures 9,718,549 787,970 (25,673) 10,480,846
Other tangible assets 10,178,130 851,950 - 11,030,080
Leased assets 1,175,521 - - 1,175,521
Total 28,078,984 2,070,401 (28,957) 30,120,428
A lated depreciation 1 January 2014 Period charge Disposal 31 December 2014
Machinery and equipment 5,892,236 425,784 (3,284) 6,314,736
Furniture and fixtures 7,468,301 677,383 (25,673) 8,120,011
Other tangible assets 7,527,184 1,209,522 - 8,736,706
Leased assets 1,175,106 415 - 1,175,521
Total 22,062,827 2,313,104 (28,957) 24,346,974
Net book Value 6,016,157 5,773,454
Cost 1 January 2013 Add Disposals 31 December 2013
Machinery and equipment 6,203,529 803,255 - 7,006,784
Furniture and fixtures 9,093,613 640,866 (15,930) 9,718,549
Other tangible assets 9,483,000 695,130 - 10,178,130
Leased assets 1,175,521 - - 1,175,521
Total 25,955,663 2,139,251 (15,930) 28,078,984
Al lated depreciation 1 January 2013 Period charge Disposal. 31 December 2013
Machinery and equipment 5,556,375 335,861 - 5,892,236
Furniture and fixtures 6,923,606 560,625 (15,930) 7,468,301
Other tangible assets 6,500,451 1,026,733 - 7,527,184
Leased assets 1,175,106 - - 1,175,106
Total 20,155,538 1,923,219 (15,930) 22,062,827
Net book Value 5,800,125 6,016,157
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12. Intangible assets, net

As of December 31, 2014 and 2013; intangible assets movement and its accumulated amortization are as follows:

Cost 1 January 2014 Additions Disposal 31 D« ber 2014
Software 28,440,212 1,890,869 30,331,081
Capitalized software development costs 6,817,029 17,469,288 24,286,317
Total 35,257,241 19,360,157 54,617,398
Accumulated amortization 1 January 2014 Period charge Disposal 31 D ber 2014
Software 24,739,635 2,239,026 26,978,661

Total 24,739,635 2,239,026 26,978,661

Net book value 10,517,606 27,638,737
Cost 1 January 2013 Additions Disposal 31D ber 2013
Software 26,745,795 1,694,417 28,440,212
Capitalized software development costs 926,220 5,890,809 6,817,029
Total 27,672,015 7,585,226 35,257,241
Accumulated amortization 1 January 2013 Period charge Disposal 31 D ber 2013
Software 22,840,417 1,899,218 24,739,635
Total 22,840,417 1,899,218 24,739,635
Net book value 4,831,598 10,517,606
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13. Other financial assets

Other financial assets include equity participations that are classified as available for sale. As these equity participations
do not have a quoted market price in an active market and other methods of reasonably estimating their values would be
inappropriate and impracticable, they are stated at cost. As at December 31, 2014 and 2013; the details of other financial

assets are as follows:

December 31, 2014 December 31, 2013
Participation Participation
rate % Amount rate % Amount
Milli Reasiirans A.S. 0.1494 575,082 0.1494 575,082
Emeklilik Gozetim Merkezi A.S. 5.2629 263,222 5.5552 263,222
Enternasyonel Turizm Yatirim A.S. 0.0001 2 0.0001 2
Endiistri Holding A.S. 0.0001 626 0.0001 626
Total 838,932 838,932
14.  Financial liabilities
December 31, 2014 December 31, 2013
Short-term bank loans 1,673,509 -
Total 1,673,509 -

As at December 31, 2014, short-term bank loan consists of interest-free loan.
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15. Due to insurance and reinsurance companies

As at December 31, 2014 and 2013; due to insurance and reinsurance companies are as follows:

December 31, 2014 December 31, 2013

Due to the intermediaries 7,147,704 5,767,232
Due to the reinsurance companies 507,482 95,777
Due to the policyholders 31,032 55,534
Total 7,686,218 5,918,543

16.  Other provisions

As at December 31, 2014 and 2013; provision for expenses and lawsuit provisions are as follows:

December 31, 2014 December 31, 2013

Personnel bonus provision 14,300,291 10,456,131

Commission provision 3,493,700 2,493,967

Bonus provision for sales personnel 4,962,266 5,065,740

Provision for lawsuit against the Company (Note 34) 6,817,624 6,466,255

Total 29,573,881 24,482,093
17.  Taxes

Corporate taxes

Statutory income is subject to corporate tax at 20% (2013: 20%). This rate is applied to accounting income modified
for certain exemptions (like dividend income) and deductions (like investment incentives), and additions for certain
non-tax deductible expenses and allowances for tax purposes. If there is no dividend distribution planned, no further
tax charges are made.

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

In Turkey, advance tax returns are filed on a quarterly basis. The prepaid taxes are calculated and paid at the rates valid
for the earnings of the related years. Advance corporate income tax rate applied in 2014 is 20%. (2013: 20%). The
payments can be deducted from the annual corporate tax calculated for the whole year earnings.

In accordance with the tax legislation, tax losses can be carried forward to offset against future taxable income for up
to five years. Tax losses cannot be carried back to offset profits from previous years.
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17.  Taxes (continued)

Corporate taxes (continued)

In Turkey, there is no procedure for a final and definite agreement on tax assessments. Companies file their tax returns
with their tax offices by the end of the 25" day of the fourth month following the close of the accounting period to
which they relate. Tax returns are open for five years from the beginning of the year that follows the date of filing
during which time the tax authorities have the right to audit tax returns, and the related accounting records on which
they are based, and may issue re-assessments based on their findings.

Transfer pricing

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

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

Income tax

As at December 31, 2014 and 2013; prepaid income taxes are netted off with the current income tax payable as stated
below:

December 31, 2014 December 31, 2013

Income taxes payable 16,702,247 6,762,490
Prepaid income taxes (14,428,706) (6,778,702)
Current tax (assets) / liabilities 2,273,541 (16,212)

Deferred taxes

The Company recognizes deferred tax assets and liabilities based upon temporary differences arising between its
financial statements as reported for International Accounting Standards (IAS) purposes and its statutory tax financial
statements. These differences usually result in the recognition of revenue and expenses in different reporting periods
for IAS.

Tax rate is applied as 20% for the calculation of deferred tax asset and liabilities. The details of deferred taxes are
presented in the following tables.
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17. Taxes (continued)

Deferred taxes (continued)

215

Cumulative temporary

Deferred tax assets / (liabilities)

Differences
December 31, D ber 31, D ber 31, D ber 31,
2014 2013 2014 2013
Provision for employment termination benefit 7,228,051 2,571,128 1,445,610 514,226
Unused vacation provision 3,522,638 2,716,292 704,528 543,258
Provision for lawsuits 5,170,797 6,466,255 1,034,159 1,293,251
Deposits internal rate of return-linear interest rate difference 74,608 64,210 14,922 12,842
Provision for loans to policyholders Banking Insurance
Transaction Tax 234 410 47 82
Trading portfolio valuation difference 29,466 118,500 5,893 23,700
Incentive commission 318,780 - 63,756 -
Expense accruals 22,067,820 18,252,370 4,413,564 3,650,474
Total deferred tax assets 38,412,394 30,189,165 7,682,479 6,037,833
Net difference between the carrying values and tax base values
of tangible assets and intangible assets (2,384,098) (2,223,450) (476,820) (444,690)
Eurobond valuation difference (1,117,937) (575,815) (223,587) (115,164)
Deferred acquisition cost (185,216,177) (133,990,090) (37,043,235) (26,798,017)
Total deferred tax liabilities (188,718,211) (136,789,355) (37,743,642) (27,357,871)
Deferred tax assets/ (liabilities) accounted for
under equity over the fair value reserve for
available for sale financial assets 125,412 4,701,225 25,081 940,245
Deferred tax liabilities, net (150,180,406) (101,898,965) (30,036,082) (20,379,793)

Movement of deferred tax liabilities for the year ended December 31, 2014 and 2013; are as follows:

December 31, 2014 December 31, 2013

Opening balance, 1 January

Reversal of deferred tax liability recognized in other comprehensive
income due to fair value losses on available for sale financial assets

Charged to profit or loss

Deferred tax asset /(liability) recognized in other comprehensive

(20,379,793)

(940,245)
(9,807,805)

(12,707,527)

234,326
(8,968,057)

income due to fair value losses on available for sale financial assets 25,081 940,245
Deferred tax asset of actuarial loss on retirement pay provision 1,066,680 121,220
Closing balance (30,036,082) (20,379,793)
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17. Taxes (continued)

Deferred taxes (continued)

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts in the financial statements. Deferred income tax assets and
liabilities are determined using tax rates and tax legislation that has been enacted at the statement of financial position
date and is expected to apply when the related deferred income tax asset is realized or the deferred income tax liability

is settled.
There are no unrecognised deferred tax assets in the periods presented.

Income tax expenses for the year ended December 31, 2014 and 2013; are as follows:

January 1 - January 1 -
December 31,2014  December 31, 2013
Income tax expense recognized in profit or loss:

- Current tax charge (14,665,714) (10,529,592)
- Deferred tax charge (9,807,805) (8,968,057)

- Adjustments recognized in the period for current tax of prior
periods 1,703,733 -
Income tax expense (22,769,786) (19,497,649)

The total provision for taxes on income is different than the amount computed by applying the Turkish statutory tax

rate of 20% to income before provision for taxes as shown in the following reconciliation:

January 1 - January 1 -
December 31, 2014 December 31, 2013
Profit before taxes 109,891,527 91,098,724
Tax rate 20% 20%
Taxes on income per statutory tax rate (21,978,305) (18,219,745)
Revenue that is exempt from taxation 2,810,049 2,804,494
Non-deductible expenses (3,601,530) (4,082,398)
Income tax expense (22,769,786) (19,497,649)
18. Employment termination benefits
December 31, December 31,
2014 2013
Provision for employment termination benefits 7,228,051 2,571,128
Total 7,228,051 2,571,128

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 and attains the retirement age.
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18. Employment termination benefit (continued)

The amount payable consists of one month's salary limited to a maximum of TL 3,438 (December 31,2013: TL 3,254)
for each year of service as of December 31, 2014.

TAS 19 requires actuarial valuation methods to be developed to estimate the enterprise's obligation; the provision has
been calculated by using projection method. 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. Accordingly, the following
actuarial assumptions were used in the calculation of the total liability:

December 31,2014 December 31, 2013

Discount rate
Estimated salary increase rate

9.2% 8.0%
5.0% 4.5%

The movement in the provision for employment termination benefits in the current year is as follows:

2014 2013
Opening balance, January 1 2,571,128 1,810,014
Paid during the year (1,368,903) (2,404,128)
Service cost 525,284 2,414,344
Interest cost 167,144 144,801
Actuarial losses 5,333,398 606,097
Closing balance, December 31 7,228,051 2,571,128
19. Deferred expenses
As at December 31, 2014 and 2013; movements of deferred expenses are as follows:
December 31, December 31,
2014 2013
Deferred acquisition costs, gross January 1 133,990,091 84,061,256
Acquisition costs deferred during the year 73,980,476 65,730,752
Amortization (22,754,390) (15,801,918)
Deferred acquisition costs 185,216,177 133,990,090
Deferred commission costs, gross January 1 15,089,269 14,606,921
Commission cost deferred during the year 4,645,166 482,348
Deferred commission costs 19,734,435 15,089,269
Total deferred expenses 204,950,612 149,079,359
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20.  Other payables and liabilities

As at December 31, 2014 and 2013; other payables and liabilities are as follows:

December 31, December 31,
2014 2013
Payables to suppliers 9,173,913 10,562,896
Taxes and funds payable 6,722,135 4,480,896
Unused vacation provision 3,522,638 2,716,292
Payables to related parties (Note 33) 3,500,194 3,866,646
Deferred commission income 716,446 631,937
Payables to personnel 611,749 485,020
Expense accruals 301,617 737,670
Payables to shareholders (Note 33) 72,333 84,213
Deposits and guarentees 1,530 -
Total 24,622,555 23,565,570
21.  Insurance contract liabilities
Insurance contract liabilities as at December 31, 2014 and 2013; are as follows:
December 31,2014 December 31, 2013
Gross insurance contract liabilities
Reserve for unearned premiums 55,296,733 44,231,754
Claims provision 44,514,351 36,562,387
Life mathematical reserves 332,780,590 329,601,143
Total 432,591,674 410,395,284
Reinsurance share of insurance contract liabilities
Reserve for unearned premiums, ceded (Note 7) 2,914,664 2,620,344
Claims provision, ceded (Note 7) 3,556,998 3,452,585
Total 6,471,662 6,072,929
Net insurance contract liabilities
Reserve for unearned premiums 52,382,069 41,611,410
Claims provision 40,957,353 33,109,802
Life mathematical reserves 332,780,590 329,601,143
Net insurance liabilities 426,120,012 404,322,355
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21. Insurance contract liabilities (continued)

Movements in insurance liabilities and reinsurance assets

Claims:
December 31, 2014 Gross Ceded Net
Total at the beginning of the year 36,562,387 3,452,585 33,109,802
Change during year 7,951,964 104,413 7,847,551
Total at the end of the year 44,514,351 3,556,998 40,957,353
December 31, 2014 Gross Ceded Net
Reported claims 35,179,681 2,319,294 32,860,387
Incurred but not reported 9,334,670 1,237,704 8,096,966
Total at the end of the year 44,514,351 3,556,998 40,957,353
December 31, 2013 Gross Ceded Net
Total at the beginning of the year 29,414,059 2,446,833 26,967,226
Change during year 7,148,328 1,005,752 6,142,576
Total at the end of the year 36,562,387 3,452,585 33,109,802
December 31, 2013 Gross Ceded Net
Reported claims 27,292,437 2,224,364 25,068,073
Incurred but not reported 9,269,950 1,228,221 8,041,729
Total at the end of the year 36,562,387 3,452,585 33,109,802

Claims paid and change in outstanding claims provision for the year ended December 31, 2014 and 2013 are as follows:

January 1 -

January 1 -

December 31,2014 December 31, 2013

Cash paid for claims settled during the year 131,979,333 170,202,088
- Surrender and maturity from life savings 99,385,060 138,025,403
- Death and disability claims (*) 25,379,790 21,486,648
- Surrender from life protection 7,214,483 10,690,037
Change in outstanding claims provision 7,847,551 6,142,576
Claims paid and change in outstanding claims provision 139,826,884 176,344,664

(*) The amounts are netted-off reinsurance.
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21. Insurance contract liabilities (continued)

Reserve for unearned premiums:

December 31, 2014 Gross Ceded Net
Reserve for unearned premiums at the beginning of the year 44,231,754 (2,620,344) 41,611,410
Premiums written during the year 258,314,812 8,730,051 249,584,762
Premiums earned during the year (247,249,833) (3,195,043) (238,814,103)
Reserve for unearned premiums at the end of the year 55,296,733 2,914,664 52,382,069
December 31, 2013 Gross Ceded Net
Reserve for unearned premiums at the beginning of the year 42,506,691 (2,665,378) 45,172,069
Premiums written during the year 232,887,670 8,888,965 223,998,705
Premiums earned during the year (231,162,607) (3,603,243) (227,559,364)
Reserve for unearned premiums at the end of the year 44,231,754 2,620,344 41,611,410
Life mathematical reserves
2014 2013
Mathematical reserve  Mathematical reserve
TL TL
Total at the beginning of the year, January 1 350,404,798 381,222,270
Additions 50,657,652 74,786,693
Disposals (65,674,860) (105,604,165)

Total at the end of the year, December 31

335,387,590

350,404,798

As of December 31, 2014, the fair value difference of financial assets at insured’s risk amounting to TL 3,323,440
(December 31, 2013: TL 23,164,227) has not been included in the above mentioned mathematical reserve table (Note
6). In addition, deferred taxes on the fair value difference of financial assets at insured’s risk amounting to TL 716,440
has not been included in the above mentioned mathematical reserve table.(December 31, 2013: 2,360,572).
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21. Insurance contract liabilities (continued)
Claims development tables
The claims provision is sensitive to some key assumptions. The sensitivity of certain assumptions like legislative
change, uncertainty in the estimation process, etc., is not possible to quantify. Furthermore, because of delays that arise
between occurrence of a claim and its subsequent notification and eventual settlement, the outstanding claim provisions
are not known with certainty at the reporting date.
Consequently, the ultimate liabilities will vary as a result of subsequent developments. Differences resulting from
reassessment of the ultimate liabilities are recognized in subsequent financial statements.
Claim development tables
As at December 31, 2014; claim development table of the Company is as follows:
2007
Accident year and earlier 2008 2009 2010 2011 2012 2013 2014 Total
Current estimate of claims
Accident year 945,589 850,142 1214811 1,581,299 1877986 3,339,716 7,197,031 13544421 30,550,995
1 year later 171,156 243,179 217,921 371,846 169,005 491,992 1,965,961 - 3,631,060
2 year later - - 139,420 97,762 203,457 151,104 - - 591,743
3 year later - 994 9,484 84,642 90,564 - - - 185,684
4 year later - - 47,250 143,621 - - - - 190,871
5 year later - - 23,100 - - - - - 23,100
6 year later - 1,228 - - - - - - 1,228
7 year later 5,000 - - - - - - - 5,000
Total LI21,745 1,095,543 1,651,986 2,279,170 2,341,012 3,982,812 9,162,992 13,544,421 _ 35,179,681
Incurred but not reported 5,914,280
Additional claims according to the
actuarial claim development table 3,420,390
Total gross provision for outstanding
claims as at 31 December 2014 44,514,351
As at December 31, 2013, claim development table of the Company is as follows:
2006 and
Accident year earlier 2007 2008 2009 2010 2011 2012 2013 Total
Current estimate of claims
Accident year 329438 846,145 1,597.244 1221544 1,525863 1,851,084 3,616,998 13,768,123 24,756,439
1 year later 87,644 103,489 227,947 232,100 432,994 286,968 525,525 - 1,896,667
2 year later 1,663 - - 131,895 93,555 190,815 - - 417,928
3 year later 344 - 66,650 9,484 85,665 - - - 162,143
4 year later - - 6,110 50,050 - - - - 56,160
5 year later - - 3,100 - - - - - 3,100
6 year later - - - - - - - - -
7 year later - - - - - - - - -
Total 419089 949,634 1,901,051 1,645,073  2,138077  2.328.867 _ 4,142,523 13,768,123 _ 27,292,437
Incurred but not reported 6,444,846
Additional claims according to the
actuarial claim development table 2,825,104
Total gross provision for outstanding
claims as at 31 December 2013 36,562,387

FINANCIAL STATEMENTS



222 AvivaSA Annual Report 2014

AvivaSA Emeklilik ve Hayat A.S.

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED DECEMBER 31, 2014

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

22. Equity

Share capital of the Company as at December 31, 2014 and 2013; are as follows:

December 31, 2014 December 31, 2013
Shareholding Shareholding
% TL % TL
Hact Omer Sabanci Holding A.S. (Sabanci
Holding) 41.28 14,770,637 49.83 17,830,354
Aviva Europe SE 41.28 14,770,637 49.83 17,830,354
Other 0.28 101,473 0.34 118,489
Public Traded 17.15 6,136,450 - -
100.00 35,779,197 100.00 35,779,197
Inflation adjustment on share capital 16,192,783 16,192,783
Total Equity 51,971,980 51,971,980
Profit and other capital reserves:
Details of the profit and other capital reserves are explained below:
December 31, 2014 December 31, 2013
Profit reserves 18,449,521 14,308,418
Other capital reserves 66,865,115 66,865,115
Total 85,314,636 81,173,533

Retained earnings as per the statutory financial statements, other than legal reserve requirements as referred below, are
available for distribution. The legal reserves consist of first and second reserves, appropriated in accordance with the
Turkish Commercial Code. The Turkish Commercial Code stipulates that the first legal reserve is appropriated out of
statutory profits at the rate of 5% per annum, 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% per annum of all cash distributions in excess of 5% of the
paid-in share capital. Under the Turkish Commercial Code, the legal reserves can only be used to offset losses unless
they exceed 50% of paid-in share capital and are not available for any other usage.
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22.  Equity (continued)

Profit reserves

As at December 31, 2014 and December 31,2013; details of profit reserves is as follows:

December 31, 2014 December 31, 2013

Legal reserves 12,786,759 3,545,456
Statutory reserves 11,494 5,306,816
Extraordinary reserves 5,651,268 5,456,146
Total 18,449,521 14,308,418

Other capital reserves

As of December 31, 2014 and 2013 capital reserves of the Company amounting to TL 66,865,115 consist of the amount
of TL 66,540,803 that are differences resulted between the amount of TL 82,320,000 that is pre-merger nominal capital
of Aviva Emeklilik and TL 15,779,197 that is capital increase amount of Ak Emeklilik; inflation adjustment of affiliates
amounting to TL 324,236 and the amount of TL 76 that is bonus share increase of the affiliate.

As of December 31, 2014, statutory reserves amounting to TL 5,295,322 has been transferred to legal reserves.

Movement of profit reserves is presented below:

2014 2013
Opening balance, January 1 14,308,418 9,168,359
Transfers 4,141,103 5,140,059
Closing balance, December 31 18,449,521 14,308,418

Fair value reserves from available for sale assets

Unrealized gains and losses due to changes in the fair values available for sale financial assets net of taxes are directly
recognized in the shareholders’ equity as “Fair value reserves from available for sale assets”.

Movement of the reserve is below:

2014 2013
Opening balance, January 1 (5,913,273) 1,912,678
Unrealized gains and losses due to changes in the fair values of available for
sale financial assets net of taxes 5,230,142 (7,825,951)
Closing balance, December 31 (683,131) (5,913,273)
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22.  Equity (continued)

Dividend per share

In 2014, the Company has distributed dividend to shareholders with respect to 2013 net distributable profit after the
transfer of legal reserves amounting to TL 26,118,813 (TL 0.0073 per share) (2013: TL 33,632,445).

23.  Earnings per share

The Company's earnings per share calculation is as follows:

December 31,2014 December 31, 2013

Profit for the year 87,121,741 71,601,075
Weighted average number of shares with nominal value of TL 0.01

nominal value per share 3,577,919,700 3,577,919,700
Earnings per share 0.0243 0.0200

As of December 31, 2014 capital of the Company consists of 3,577,919,700 shares with nominal value of TL 0.01
(December, 2013: 3,577,919,700 shares with nominal value of TL 0.01).

24.  Written premiums

The distribution of written premiums is as follows:

January 1- December 31, 2014

Gross Reinsurer share Net
Non-life 45,415,333 (113,195) 45,302,138
Life (Life protection + savings) 212,899,479 (8,616,856) 204,282,623
Total premium income 258,314,812 (8,730,051) 249,584,761

January 1- December 31, 2013

Gross Reinsurer share Net
Non-life 32,382,317 (54,155) 32,328,162
Life (Life protection + savings) 200,505,353 (8,834,810) 191,670,543

Total premium income 232,887,670 (8,888,965) 223,998,705
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25. Income generated from pension business

Income generated from pension business for the year ended December 31, 2014 and 2013; are as follows:

January 1 - January 1 -
December 31,2014 December 31, 2013

Fund management income 98,143,837 79,574,251

Management fee 23,335,992 17,143,326

Premium holiday charges 7,575,855 717,614

Entry and deferred entry fees income 35,687,872 30,366,067

Total 164,743,556 127,801,258
26. Foreign exchange gain / (loss), net

Foreign exchange gain / (loss) for the year ended December 31, 2014 and 2013; are as follows:

January 1 - January 1 -
December 31, 2014 December 31, 2013

Foreign exchange gains 20,777,906 17,363,829
Foreign exchange losses (17,014,074) (8,201,902)
Total 3,763,832 9,161,927

27. Commission income and commission expense

Commission income for the year ended December 31, 2014 and 2013; are as follows:

January 1 - January 1 -

December 31, 2014 December 31, 2013

Commission income from reinsurance companies (net) 2,483,812 2,903,680
Total 2,483,812 2,903,680
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27. Commission income and commission expense (continued)

Commission expense for the year ended December 31, 2014 and 2013; are as follows:

January 1 - January 1 -
December 31,2014 December 31, 2013
Commission expenses due to personal accident insurance (16,542,335) (14,503,503)
-Change in commission expenses (20,956,307) (14,659,865)
-Change in deferred acquisition cost (Note 19) 4,413,972 156,362
Commission expenses due to life insurance (31,043,676) (30,094,172)
-Change in commission expenses (31,274,870) (30,420,157)
-Change in deferred acquisition cost (Note 19) 231,194 325,985
Total (47,586,011) (44,597,675)
28. Investment and other income/(expense), net
Investment income for the year ended December 31, 2014 and 2013; are as follows:
January 1 - January 1 -
December 31,2014 December 31, 2013
Interest income 28,664,472 20,603,501
-Income from financial assets at fair value through profit or loss 16,555,349 14,485,554
-Income from available for sale financial assets 12,109,123 6,117,947
Net income from sale of financial assets 7,676,404 7,367,347
-Income from financial assets at fair value through profit or loss 3,572,473 505,059
-Income from available for sale financial assets 4,103,931 6,862,288
Dividend and realization income from other financial assets 207,175 6,251
Investment management expenses (310,753) (415,065)
Other income / (expense), net 4,363,180 4,855,710
Total investment and other income/(expense), net 40,600,478 32,417,745
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29.  Pension expenses including commission
Pension expenses including commission for the year ended December 31, 2014 and 2013; are as follows:
January 1 - January 1 -
December 31,2014 December 31,2013
Fund management charge (11,177,233) (10,595,704)
Commission expense, net of DAC (28,167,814) (19,176,940)
- Commission expense (66,341,714) (56,183,686)
- Change in deferred acquisition cost (Note 19) 38,173,900 37,006,746
Other income/ (expense), net (7,419,621) (5,933,384)
Total pension expenses (46,764,668) (35,706,028)
30. General and administrative expenses
General and administrative expenses for the year ended December 31, 2014 and 2013; are as follows:
January 1 - January 1 -
December 31,2014 December 31, 2013
Personnel expenses (108,225,436) (92,283,475)
Outsourced expenses including IT services (29,366,672) (22,156,282)
Travelling and transportation expenses (10,361,685) (9,277,315)
Management expenses (8,826,308) (7,358,753)
Communication expenses (6,354,540) (4,570,311)
Depreciation and amortization (Note 11,12) (4,552,130) (3,822,437)
Office supplies expenses (4,136,612) (3,205,503)
Broker expenses (4,404,860) (1,740,782)
Advertising and marketing expenses (4,376,216) (6,765,443)
Representation and hosting expenses (1,590,528) (4,708,751)
Other marketing, sales and distribution expenses (2,029,632) (706,039)
Change in deferred acquisition cost (Note 19) 13,052,186 12,922,089
Other expenses (3,864,720) (2,904,589)
Total (175,037,153) (146,577,591)

227
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30. General and administrative expenses (continued)

Personnel expenses for the year ended December 31, 2014 and 2013; are as follows:

January 1 — January 1 -

December 31, 2014 December 31, 2013

Salaries (56,571,724) (49,479,892)
Commission and promotion expenses (18,776,753) (13,813,418)
Other salary expenses (15,579,958) (10,922,390)
Social security expenses (9,594,968) (7,755,175)
Other personnel expenses (6,485,819) (6,951,355)
Employee termination benefit expenses (692,428) (2,559,145)
Unused vacation expenses (392,430) (629,330)
Notice pay expense (131,356) (172,770)
Total (108,225,436) (92,283,475)

31.  Other income / (expense), net

Other income and expenses for the year ended December 31, 2014 and 2013 are as follows:

January 1 - January 1 -
December 31, 2014 December 31, 2013

Other income:
Other income 8,077 13,818

Other expense:

Other operating expense (588,933) (902,374)
Other expense (368,055) (235,843)
Accrued subrogation expense - (19,997)

Total other income / (expense), net (948,909) (1,144,396)




AvivaSA Annual Report 2014 229

AvivaSA Emeklilik ve Hayat A.S.

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED DECEMBER 31, 2014
(Amounts expressed in Turkish Lira (“TL”) unless otherwise indicated.)

32.  Blocked securities and bank deposits

Under Insurance Law, insurance companies are obliged to deposit investments within two months in a blocked account

with a state bank in favour of Undersecretariat of Treasury. Accordingly the following guarantees have been issued to
the Turkish Treasury based on the financial results:

December 31,2014 December 31, 2013

Blocked bank deposits 137,238,410 153,452,191
Blocked securities 225,509,303 240,608,281
Total 362,747,713 394,060,472
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33.  Related party balances and transactions

As at December 31, 2014 and 2013 balances and with related parties are as follows:

December 31,

December 31,

2014 2013
Akbank T.A.S. —Credit card receivables 155,071,746 87,747,296
Other cash and cash equivalents 155,071,746 87,747,296
Akbank T.A.S.— Bank deposit 98,578,364 97,208,869
Banks 98,578,364 97,208,869

As of 31 December 2014 and 31 December 2013, The Company’s portfolio of financial assets classified as held for trading and

financial assets issued by related parties of the Company are as follows:

December 31, 2014
Nominal Cost Fair Value Book Value
Private Sector bonds
Baskent Elektrik Dagitim A.S. 4,500,000 4,500,000 4,585,680 4,585,680
4,500,000 4,500,000 4,585,680 4,585,680
December 31, 2013
Nominal Cost Fair Value Book Value
Private Sector bonds
Akbank T.A.S. 6,520,000 6,520,000 6,530,628 6,530,628
Baskent Elektrik Dagitim A.S. 4,500,000 4,500,000 4,549,590 4,549,590
11,020,000 11,020,000 11,080,218 11,080,218
December 31, 2014 December 31, 2013
Other receivables from related parties
Aviva Sigorta A.S. (¥) 35,378 7,010
Akbank T.A.S. 2,492,902 1,526,946
Ak Sigorta A.S. - 4,130
2,528,280 1,538,086

(*) As of December 18, 2014, removed from related party status
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33. Related party balances and transactions (continued)
December 31,2014 December 31, 2013
Receivables from main operations
Temsa Global Sanayi ve Ticaret A.S. ve Istirakleri 1,643 292
Brisa Bridgestone Sabanci Lastik San.Tic. A.S. 6,521 368
Aviva Sigorta A.S. (*) 1,886 9,627
Ankara Enternasyonel Otelcilik A.S. 224 -
Enerjisa Elektrik Dagitim A.S. ve istirakleri 274,791 107,303
Yiinsa Yunli Sanayi ve Ticaret A.$ - 480
Tursa Sabanci Turizm ve Yatirim Igletmeleri A.S. - 2,052
Other 1,352 107,647
286,417 227,769
December 31,2014  December 31, 2013
Other payables to related parties
Bimsa Uluslararast iletisim ve Bilgi Sistemleri A.S. 1,414,628 552,196
AkSigorta A.S. (Aksigorta) 211,193 31,066
Vista Turizm ve Seyahat A.S. (Vista) 207,948 188,845
EnerjiSA A.S. 43,088 42,983
Aviva Sigorta A.S. (¥) 5,894 263
TeknoSA I¢ ve Dis Tic. A.S. (TeknoSA) 328,972 163,835
Akbank T.A.$ 9,970 -
Ak Portfoy Yonetimi A.S. 1,278,501 2,858,071
3,500,194 3,837,259
December 31,2014 December 31, 2013
Payables from main operations
Akbank T.A.S. 10,703,341 8,759,161
Ak Portfoy Yonetimi A.S. 1,010,340 723,250
Emeklilik Gozetim Merkezi A.S. 89,818 29,387
11,803,499 9,511,798

(*) As of December 18, 2014, removed from related party status
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33. Related party balances and transactions (continued)
December 31, 2014 December 31, 2013
Expense accruals from other related parties
Aviva Europe SE - 221,411
- 221,411
December 31, 2014 December 31,2013
Shareholders:
Hac1 Omer Sabanci Holding 286 7,629
Aviva Europe SE - 26,328
Other 72,047 50,256
Payables to shareholders 72,333 84,213
Shareholders:
Aviva Europe SE 18,784 241,117
Receivables from shareholders 18,784 241,117

Transactions with related parties for the year ended December 31, 2014 and 2013 are as follows:

1 January—
31 December 2014

1 January—
31 December 2013

Services purchased

Akbank T.A.S. 93,383,064 87,594,909
- Paid administrative expenses 1,299,546 1,145,777
- commission paid 92,083,518 86,449,132
Ak Portfoy Yonetimi A.S. 11,488,246 10,995,832
Vista (administrative expenses) 3,096,901 2,879,493
BimSA (accounting and computing machinery) 4,222,768 464,959
Emekllhlf Gozetllm Merkem A.S$. (examination fee, pension costs, joint 685,884 833,420
promotion servicesi)

Milli Reastirans T.A.S. (Premiums Transferred) - 22,077
Aviva Sigorta A.S. (*) 5,894 -
Aksigorta A.S. 2,559,190 2,265,517
EnerjiSA Dogal Gaz Toptan Satis A.S. 543,451 499,397
Other 2,378,044 1,588,661

118,363,442 107,144,265

1 January— 1 January—

31 December 2014

31 December 2013

Financial expenses

Ak Portfoy Yonetimi A.S.

600,485

600,485

(*) As of December 18, 2014, removed from related party status
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33.  Related party balances and transactions (continued)

1 January— 1 January—
31 December 2014 31 December 2013
Financial income
Akbank (interest income) 14,158,623 10,395,029
14,158,623 10,395,029
Services provided
Kordsa Global Endiistriyel Iplik ve Kord Bezi San.Tic. A.S. 420,636 412,797
Brisa Bridgestone Sabanci Lastik San. Ve Tic. A.S. 364,446 304,043
Temsa Global Sanayi ve Ticaret A.S. ve istirakleri 271,339 288,035
Akgansa Cimento Sanayi ve Ticaret A.S. ve istiraki 199,963 181,964
Enerjisa Enerji Uretim A.S. ve istirakleri 297,365 261,714
Cimsa Cimento Sanayi ve Ticaret A.S. ve istirakleri 208,529 172,014
Sabanci Universitesi 194,143 212,233
Teknosa i¢ ve Dis Ticaret A.S. ve istirakleri 161,584 147,534
Sasa Polyester Sanayi A.S. 102,454 102,578
Exsa Satig Aragtirma 3,198 3,261
Bimsa Uluslararasi is, Bilgi ve Yonetim Sistemleri A.S. 73,174 54,317
Yiinsa Yiunli San. Tic. A.S. 103,640 93,790
Aviva Sigorta A.S. (¥) 134,375 113,031
Milli Reasiirans T.A.S. - 10,878
Philip Morris Sabanci Satig ve Pazarlama A.S. 438,554 356,712
Philip Morris Sabanci Sigara ve Tiitiin A.S. 385,457 330,783
Aksigorta A.S. 196,291 160,057
Akbank T.A.S ve istirakleri 8,521,022 3,033,630
Other 1,055,089 509,252
13,131,259 6,748,623
Other Expenses
Hact Omer Sabanc1 Vakfi (**) 1,756,773 -
1,756,773 -

(*) As of December 18, 2014, removed from related party status
(**) Donations made to Hact Omer Sabanci Vakfi

Benefits provided to executive management

For the year ended December 31, 2014 and 2013, salaries and other benefits provided to Chairman and members of
the Board of Directors, general manager, general coordinator, senior managers and assistant general managers are TL
6,135,091 and TL 4,629,811 respectively.
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34. Contingencies

Provision for lawsuits

Provision for lawsuits against the Company is classified under other provision and claims provision.

As at December 31, 2014 and 2013; provisions for lawsuits against the Company are as follows:

December 31, December 31,

2014 2013

Lawsuits provision under other provision: 6,817,624 6,466,255
Business lawsuits against the Company 2,858,681 3,394,099
Insurance lawsuits against the Company 3,628,273 2,755,352
Other lawsuits against the Company 330,670 316,804
Lawsuits provision under claims provision 12,166,595 8,831,158
Total lawsuits provision 18,984,219 15,297,413

35. Commitments

As at December 31, 2014 and 2013, total insurance risk accepted by the Company under normal courses of the
insurance business is detailed in Note 4.

As at December 31, 2014 and 2013, letters of guarantee given to suppliers and government institutions are as follows:

December 31,2014 December 31, 2013

Letters of guarantee 2,314,534 2,819,147

Total 2,314,534 2,819,147
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35. Commitments (continued)

Operational leases

Future minimum rentals payable under operational leases as at December 31, 2014 and 2013 are as follows:

December 31, 2014
TL USD EUR Total
Within one year 976,089 3,686,156 2,572,430 7,234,675
After one year but not more than five years 297,544 - 4,398,385 4,695,929
Total operational lease rental payable 1,273,633 3,686,156 6,970,815 11,930,604

December 31, 2013

TL USD EUR Total

Within one year 1,079,566 3,699,246 2,343,189 7,622,001
After one year but not more than five years 60,254 3,286,822 232,437 3,579,513
Total operational lease rental payable 1,139,820 6,986,068 3,075,626 11,201,514

36. Subsequent events

Initial Public Offering of AvivaSA Emeklilik ve Hayat A.S. BRIC Ulkeleri Esnek Emeklilik Yatirim Fonu and
AvivaSA Emeklilik ve Hayat A.S. Ozel Sektor Borglanma Araglart Emeklilik Yatirim Fonu took place on January 16,
2015.
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