SiGaranti | actoring
BBVAGroup

GLOBAL
ACTORS IN

- TRADE

III FINANCE l“




Contents

02

03

Independent Auditor's Report on the
Management's Annual Report
Statement of Responsibility Related to
Acceptance of the Annual Report

OVERVIEW

06 About Garanti Faktoring

08 Garanti Faktoring at a Glance

10  Strong Shareholding Structure
10  Turkiye Garanti Bankasi A.S.
11 Banco Bilbao Vizcaya Argentaria S.A
11 Tirkiye ihracat Kredi Bankas! A.S.

12 Company Capital and Shareholding Structure

13 Competitive Advantages of Garanti Faktoring

14 Our Vision, Our Mission, Our Strategies and Our
Core Values

16  Financial Indicators and Ratios

18  Financial Situation and Performance
Assessment in 2017

20 Information on GARFA Shares

21 Credit Ratings

22 Corporate Governance Principles Compliance
Rating

23 Our Achievements

24 Board of Directors

27 Committees and Attendance at Committee
Meetings

32 Senior Management

33 Organizational Structure and Organizational
Structure Changes

34 Chairman’s Assessment

38 General Manager’s Assessment

42 Overview of the Turkish and Global Economy

44 Factoring Sector Overview

44 Factoring in Turkey
45  Factoring Worldwide

OPERATIONS AND OBJECTIVES IN 2017

48
49
50
52
53
54
55
56

Sales, Marketing and Coordination
Corporate Sales and Structured Products
International Sales and Marketing
Credits Allocation and Intelligence
Financial Institutions

Treasury

Operations and Legislation

Human Resources and Training

SIGNIFICANT IMPROVEMENTS IN COMPANY

OPERATIONS

60 Research and Development

61 Investments

62 Risk Management Policies

64 Assessment of the Internal Control, Internal
Audit and Risk Management Systems by the
Audit Committee

65 Information on Direct and Indirect
Subsidiaries and Respective Share Ratios

65 Information on Acquired Shares

65 Information on Private Audit and Public Audit

65 Lawsuits Filed against Garanti Faktoring A.S.

65 Information on Administrative or Legal
Penalties Imposed on Garanti Faktoring A.S.
and/or Board Members

66 Previous Period Budget and Performance
Assessment

68 Donations and Aid Granted in 2017 - Social
Responsibility Projects

70 Information on Group Companies

70 Amendments to the Articles of Association

73  Regulations on Factoring Legislation

74 Important Events that Occurred after the End
of the Operating Year

75 Compensation and Benefits Granted to
Board Members and Executives with
Management Responsibility

75 Garanti Faktoring A.S. Profit Distribution Policy
and Information Regarding Profit Distribution

77 Transactions with Related Parties

CORPORATE GOVERNANCE
80 Corporate Governance Compliance Report

FINANCIAL INFORMATION

100 Statement of Responsibility Related to
Acceptance of the Financial Tables

101 Garanti Faktoring A.S. spacing Financial
Statements as of December 31, 2017

162 Garanti Faktoring A.S. Contact Information



With our customer-focused
service approach and expert
team, we have once again
demonstrated an exceptional
performance in the factoring
sector. We have become a shining
star thanks to our operational
efficiency and product
development efforts. Our synergy
with BBVA has helped us stand
out among our peers and become
a global factoring company.

Each of us is now among the
most important actors, not only
in Turkey but also worldwide.
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OVERVIEW

Independent Auditor’'s Report on the
Management’s Annual Report

CONVENIENCE TRANSLATION INTO ENGLISH OF THE INDEPENDENT AUDITOR’S REPORT RELATED TO ANNUAL REPORT ORIGINALLY ISSUED IN TURKISH
To the Board of Directors of Garanti Faktoring A.S.
Opinion

We have audited the accompanying annual report of Garanti Faktoring A.S. (“the Company”) for the period between 1 January 2017 and 31
December 2017.

In our opinion, the financial information included in the annual report and the analysis of the Board of Directors about the financial position of
the Company are consistent, in all material respects, with the audited complete set of financial statements and information obtained during the
audit and provides a fair presentation.

Basis for Opinion

We conducted our audit in accordance with the Standards on Auditing which is a component of the Turkish Auditing Standards (“TAS”) issued
by the Public Oversight, Accounting and Auditing Standards Authority (“POA”) (“Standards on Auditing issued by POA”). Our responsibilities
under those standards are further described in the Auditor's Responsibilities for the Annual Report section of our report. We declare that we
are independent of the Company in accordance with the Code of Ethics for Auditors issued by POA (“POA’s Code of Ethics”) and the ethical
requirements in the regulations issued by POA that are relevant to audit of financial statements, and we have fulfilled our other ethical
responsibilities in accordance with the POA’'s Code of Ethics and regulations. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Auditor’s Opinion on Complete Set of Financial Statements

We have expressed unmodified opinion on the complete set of financial statements of the Company for the period between1 January 2017 and 31
December 2017 on 30 January 2018.

Other Matter

The annual report of the Company for the period between 1January 2016 and 31 December 2016 was audited by another auditor who expressed
an unmodified opinion on the annual report on 27 February 2017.

Board of Directors’ Responsibility for the Annual Report
In accordance with the Articles 514 and 516 of the Turkish Commercial Code Numbered 6102 (“TCC") the Company’s management is responsible for
the following regarding the annual report:

a) The Company’'s management prepares its annual report within the first three months following the reporting date of statement of financial
position and submits it to the general meeting.

b) The Company’'s management prepares its annual report in such a way that it presents accurately, completely, directly, true and fairly the flow of
annual operations and financial position of the Company. In this report, the financial position of the Company is assessed in accordance with the
Company’s financial statements. The annual report shall also clearly state the details about the Company’s development and risks that might be
encountered. The assessment of the board of directors on these matters is included in the report.

¢) The annual report also includes:

- Significant events after the reporting period,

- The Company’s research and development activities.

- Employee benefits such as wages, premiums and bonuses paid to board members and key management personnel, appropriations, travel,
accommodation and representation expenses, cash and cash facilities, insurance and similar guarantees.

When preparing the annual report, the Board of Directors also considers the related regulations issued by the Ministry of Customs and Trade and
related institutions.

Auditor’s Responsibility for the Audit of the Annual Report

Our objective is to express an opinion on whether the financial information included in the annual report and analysis of the Board of Directors
in relation to the financial position of the Company are consistent with the audited financial statements of the Company and the information
obtained during the audit and give a true and fair view and form a report that include this opinion in accordance with the TCC.
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Orhan Akova, SMMM
Partner

Istanbul, Turkey
February 28, 2018
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Statement of Responsibility Related to
Acceptance of the Annual Report

istanbul, 28.02.2018

ATTN: BORSA iSTANBUL A.S. PRESIDENCY
iSTINYE/iSTANBUL

BOARD OF DIRECTORS’ RESOLUTION ON THE APPROVAL OF THE ANNUAL REPORT
RESOLUTION DATE: 28/02/2018
RESOLUTION NUMBER: 2018/009

STATEMENT OF RESPONSIBILITY
AS PER THE 9™ ARTICLE OF THE SECOND SECTION OF THE CAPITAL MARKETS BOARD COMMUNIQUE NO:14.1 SERIES: Il

a) We have reviewed Garanti Faktoring A.S. (Company)'s annual report for the period 01.01.2017-3112.2017.

b) Within the framework of the information we obtained in the scope of our tasks and responsibilities at the
Company, the annual report does not include any misleading disclosure on material matters or deficiencies
that might cause misconception about the disclosure as of the date it was made.

¢) Within the framework of the information we obtained in the scope of our tasks and responsibilities at the
Company, we do declare that the financial statements and the annual report prepared and issued as per

the Communiqué on Financial Reporting Principles in Capital Markets (11-141) and the Ministry of Customs
and Trade Regulation on “Determination of the Minimum Content of the Companies’ Annual Report” No:
28395 (Date: 28.08.2012), honestly reflect the facts, the progress and the performance of the business and the
financial status of the Company, together with the important risks and uncertainties.

Attachments:
Audited Annual Report December 1-31, 2017.

Mert ERCAN Hasan Hulki KARA Ali COSKUN Serhat YANIK
Executive Vice President General Manager Member of Audit Member of Audit
Committee Committee
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SYNERGETIC
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Thanks to the
synergy created
with BBVA, the
Company delivers
services via an
extensive network
while keeping its
focus on meeting
customer needs.
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OVERVIEW

About Garanti
Factoring

17 Branches
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Garanti Faktoring is a powerful
partner in international factoring
transactions. Always aiming

to create added value for its
customers and the industry

with its expert team and
customer-focused approach,
Garanti Faktoring is a pioneer in
product consulting and product
development. The Company
develops customized corporate
solutions with its highly competent
workforce; stands out in the
industry with its operational
transaction speed; and has a wide
correspondent network, thanks to
its FCI membership.

Garanti Factoring delivers services
in 14 Turkish provinces via 17
branches. The Company develops
innovative products and services
in response to customer needs
with its continuous investment

in advanced technology
infrastructure, client-oriented
service approach, and specialized
workforce.

Garanti Faktoring provides
financing, guarantee and collection
services related to domestic and
foreign trade—with a special focus
on trade financing and accounts
receivable financing—to a broad
customer base primarily consisting
of SMEs, import and export
companies, and other enterprises
that have a wide supplier and
dealer network.

Aktif Finans Faktoring Hizmetleri
A.S. was incorporated on 4
September 1990 in Turkey to
provide factoring services to
industrial and commercial firms.
After joining “Garanti” group
companies in 2002 the commercial
title of Aktif Finans Faktoring
Hizmetleri A.S. was changed to

Garanti Faktoring Hizmetleri A.S.
with the approval of the General
Assembly Meeting relating to year
2001 held on 27 March 2002. At the
General Assembly Meeting relating
to year 2013 held on 17 April 2014
its commercial title was changed
to Garanti Faktoring A.S. (“the
Company”).

Garanti Faktoring operates in
accordance with the Capital Markets
Law, the Financial Leasing, Factoring
and Financing Companies Law

No. 6361 enacted on November
21,2012, and the Regulation on

the Establishment and Operation
Principles of Financial Leasing,
Factoring and Financing Companies
issued by the Banking Regulation
and Supervision Agency (BRSA) and
published in Official Gazette No:
28627 on April 24, 2013.

Garanti Faktoring issued shares

to the public in 1993 with the
authorization of the Capital Markets
Board (“CMB"); since that time, it has
been listed on Borsa Istanbul (BIST).
81.84% share belongs to Garanti
Bank and 9.78% belongs to Export
Trade Bank of Turkey. Some 8.38%

of Garanti Faktoring's free-floating
shares are traded on Borsa Istanbul.

Thanks to the synergy created

with BBVA, the Company delivers
domestic and international
factoring services via an extensive
network while keeping its focus on
meeting customer needs. Garanti
Factoring was named the “Best
Factoring Company in the World”
for the third time in a row in 2017.
It received “100% - perfect score”
in all criteria - including service
quality, correspondent network and
export volume - becoming the only
company to receive such a high
score in the competition’s history.
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As an indicator of Garanti Faktoring’s financial strength, Fitch Ratings affirmed the Company’s Long-Term Local
and Foreign Currency IDR at BBB and Long-Term National Rating at AAA (tur).

Kobirate Uluslararasi Kredi Derecelendirme ve Kurumsal Yonetim Hizmetleri A.S. (“Kobirate”) raised Garanti
Faktoring’s Corporate Governance Principles Compliance Rating to 9.32 in 2017. Garanti Faktoring is also
included in the BIST Corporate Governance Index.

Garanti Faktoring A.S. is registered with the Istanbul Chamber of Commerce under registry No. 265852 and
operates at:

Maslak Mahallesi Eski Blyikdere Caddesi No: 23
Sariyer Istanbul

Telephone: +90 (212) 365 52 00

Fax: +90 (212) 365 3151

You can access the Company’s web site in Turkish and English at www.garantifactoring.com.

GARANTI ALTINDA!

Yurticl ve yurtdis: alacaklanniz Alacagim Garanti’de uriinumuz ile
Garanti Factoring guvences! altinda!

9+ Garanti Factoring




Garanti Faktoring at a
Glance

Garanti Factoring completed a total of 40,188 financing
transactions with 7,475 customers in 2017. The company
recorded a domestic transaction volume of TL 7,023
million, export transaction volume of TL 7,329 million,
and import transaction volume of TL 763 million.

BRANCHES

17

TOTAL ASSET SIZE

TL 3."‘5

BILLION

TOTAL FACTORING
TRANSACTIONS

40,188

SHAREHOLDERS' EQUITY

TL 213

MILLION

TRANSACTION VOLUME

151

BILLION




FACTORING RECEIVABLES
BALANCE SHEET SIZE

13,36

BILLION

NET PROFIT

TL 27.6

MILLION

NUMBER OF
FACTORING CUSTOMER

TRANSACTIONS
CORPORATE

71475 GOVERNANCE RATING

9.32
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Shareholding
Structure

945 Branches
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Tiirkiye Garanti Bankasi A.S.
Established in 1946, Garanti Bank is
Turkey's second largest private bank
with consolidated assets of TL 356.3
billion as of December 31, 2017.

Garanti is an integrated financial
services group operating in every
segment of the banking sector,
including corporate, commercial,
SME, payment systems, retail,
private, and investment banking
together with its subsidiaries in
pension and life insurance, leasing,
factoring, brokerage, and asset
management besides international
subsidiaries in the Netherlands and
Romania.

As of December 31, 2017, Garanti
provides a wide range of financial
services to more than 15 million
customers with over 19 thousand
employees through a multi-channel
distribution network consisting

of 937 domestic branches, eight
foreign branch locations (seven

in Cyprus, one in Malta), three
international representative
offices in London, Disseldorf and
Shanghai, in addition to 5,003
ATMs, an award winning Call
Center, internet, mobile and social
banking platforms, all built on a
highly advanced technological
infrastructure.

Aiming to achieve sustainable
growth by creating value for all
its stakeholders, Garanti bases
its corporate strategy on the
principles of “transparency,”
“straightforwardness” and
“accountability.” The Company

provides customers with products
and services that meet their needs
and continually works to improve the
customer experience. Its competent
and dynamic human resources,
unique technological infrastructure,
customer-centric service approach,
innovative products and services
offered with strict adherence to
quality carry Garanti to a leading
position in the Turkish banking sector.

Following the best practices in
corporate governance, Garanti is
jointly controlled by Banco Bilbao
VizcayaArgentaria S.A. (BBVA) the
principal shareholders with 49.85%
share. Having shares publicly traded
in Turkey, depositary receipts in the
UK and USA, Garanti has an actual
free float of 50.07% in Borsa Istanbul
as of December 31, 2017.

With its dynamic business model and
superior technology integrated to

its innovative products and services,
Garanti continues to differentiate
itself and facilitate the lives of its
customers. Its custom-tailored
solutions and wide product variety
play a key role in reaching TL 285.5
billion cash and non-cash loans. The
high asset quality attained through
advanced risk management systems
and a well-established risk culture
place Garanti apart in the sector.

Building on the Bank's core values,
Garanti Bank defines sustainability
as a commitment to build a strong
and successful business for the
future, while minimizing negative
environmental and social impacts,
and sharing long-term values with its



customers, staff, shareholders and
the communities where it operates.
Garanti further strengthens its
sustainable banking approach
through community investment
programs in a variety of topics
ranging from sports to education,
arts to nature and informing the
business world.

Banco Bilbao Vizcaya

Argentaria S.A

After acquiring the stakes held by
GE Capital Corporation and Dogus
Holding A.S. in 2011, Banco Bilbao
Vizcaya Argentaria S.A (“BBVA”)
Group currently owns 49.85% of
Garanti Bank shares. Garanti Bank is
controlled jointly by Dogus Holding
and Banco Bilbao Vizcaya Argentaria
S.A, under an equal partnership
arrangement.

Established in 1857, BBVA ranks
among the largest banks in Spain,
has pioneer subsidiaries in South
America, the biggest financial
institution in Mexico, and one of the
top 15 commercial banks in the US.

As of December 31, 2017, BBVA's
assets amounted to EUR 690 billion,
shareholders’ equity was EUR 53.3
billion, and cummulated profit
totaled EUR 3.52 billion. BBVA shares
are traded on stock exchanges in
Spain, New York, London, Mexico
and Peru. As of year-end 2017, the
Group's shares carried equal voting
rights, with about 891 thousand
shareholders across the globe.

BBVA has conducted business
operations for more than 150

years. Currently, the Group serves
about 72 million customers with
131,856 employees, 8,271 branches

in over 30 countries. BBVA aims to
“make age of opportunity real for
everyone” with the customer-centric
vision.

Tiirkiye ihracat Kredi Banka A.S.
Turkiye ihracat Kredi Bankasi AS.
(Export Credit Bank of Turkey - Tiirk
Eximbank) was established with

a decree of the Turkish Council of
Ministers published in the Official
Gazette on August 21, 1987. The main
objective of Tlrk Eximbank is to
boost exports by providing loans.

The main objectives of Trk
Eximbank are boosting exports,
diversifying goods and services
exported, introducing new markets
for export goods, helping exporters
increase their share in international
commerce and providing them
with the support they need for
their operations. In addition, Turk
Eximbank ensures that exporters
and contractors operating abroad
remain competitive and secure,
provides support to and promotes
both foreign investment in Turkey,
and the production and sale of
investment goods for export.

Turk Eximbank, as the sole
corporate incentive source of export
in Turkey, provides short, medium
and long term cash and non-cash
loans, insurance and guarantee
programs to support exporters
having the same objective, and

ANNUAL REPORT 2017

manufacturers that produce for
export as well as contractors and
entrepreneurs operating abroad.
Since Turk Eximbank gathers all
guarantee and insurance products
under one roof, the integrity of
services provided to exporters

is greater than those offered by
disparate official export credit
agencies in developed countries.

In 2017, Turk Eximbank provided
USS 39.3 billion in total support
to exports, USS 241 billion in

cash loans and 15.2 USS$ billion in
insurance/guarantees. As a result,
Turk Eximbank extended cash and
non-cash finance support to 25%
of all exports made in Turkey. At
year-end 2017, Turk Eximbank’s
assets totaled TL 85.4 billion, and
paid-in capital amounted to TL 4.8
billion.

Turk Eximbank’s headquarters is
located in Istanbul. It operates
regional offices in Ankara and
Izmir, a branch in Gaziantep,
Denizli, Kayseri, Bursa, Adana,
Antalya, Konya, Gebze and the
European side of Istanbul and
liaison offices in Samsun, Trabzon,
izmir Kemalpasa Organized
Industrial Zone, Manisa Organized
Industrial Zone, Eskisehir Chamber
of Trade and Kahramanmaras
Chamber of Industry.
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OVERVIEW

Company Capital
and Shareholding
Structure

As of December 31, 2017, Garanti Faktoring’s paid-in capital amounted to TL
79,500,000.

Publicly
Traded
8.38%

Tiirkiye

ihracat Kredi

Bankasi

9.78%

Tiirkiye
Garanti
Bankasi

AS. 81.84%

Turkiye Garanti Bankasi A.S. owns 55.4% of the registered shares of Garanti
Faktoring. The Bank has acquired the remaining 26.4% of the Company’s
shares, which trade on BIST. Some 8.4% of Garanti Faktoring shares are
traded on the BIST National Market.



Competitive
Advantages of
Garanti Faktoring
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- Strong brand and corporate

reputation

- Well-qualified and experienced

workforce

- A widespread branch network

located across the country

Fast operational processes

Best customer relationship
management solutions

Pioneer in advanced technology

- Customer oriented innovative

products and services

- Superior data warehouse and

management reporting
Integrated financial services offering

- Corporate governance culture
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OVERVIEW

Our Vision, Our
Mission, Our
Strategies and Our
Core Values

We aim to be the
leading company
of the sector

by making a
difference with
the “Garanti”
brand name.

Our mission is to
create continuous
added value for
our customers,
employees and
shareholders,
leading to
Improvement

of the sector

In which we
operate thanks
to our significant
Investments in
human resources,
technology and
innovation.
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To become a company that makes a
difference with high quality human capital,
fast business processes, and exceptional
service quality,

To use technology effectively and increase
efficiency by making continuous investments
in our technology systems infrastructure,
To offer services tailored to the needs of
customers via innovative products and
customized corporate solutions,

To ensure that our strategies are based

on profitable growth, high service quality,
employee satisfaction as well as market
driven data, and that customer needs are
effectively met, monitored, and improved
while ensuring interactive communication
among employees.

Our customers

We are an ethical factoring company staffed
by ethical employees

“Our most important asset is human capital”
Team work

Continuous improvement

Our social responsibilities
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OVERVIEW
H ° Factoring Receivables Total Assets
Financial
. (TL billion) (TL billion)
Indicators and
. 2013 1.99 2013 2.06
Ratios
2014 2.95 2014 2.99
2015 2.85 2015 2.97
2016 2.83 2016 2.90
2017 3.36 2017 3.45
Net Profit/Loss Shareholders’ Equity
(TL million) (TL million)
2013153
2014 20.5 2014  140.4
2015 165.8
2017 27.6 2017 213
Funds Borrowed and Marketable Non-performing Loans
Securities Issued (7L billion) (Net) (TL million)
2013 1.90 8.2
2014 2.83 2014 10.8
2015 2.79 2015
2016 2.65 2016 16.4
2017 19.8
TL 3.45 billion
Continuing its
successful track , 2013 2014 2015 2016 2017
record in 2017, Garanti
Factoring increased Return on Assets (%) 0.87 0.89 0.86 0.73 0.96
O,
total assgt§ by 19% to Return on Equity (%) 13.44 15.73 16.65 116 13.84
TL 3.45 billion.
NPL (%) 1.92 1.88 3.31 2.49 2.76
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Garanti Faktoring Major Income Statement Items

(TL thousand) 2013 2014 2015 2016 2017
FACTORING INCOME 134,792 188,109 237,682 244,268 286,315
Factoring Interest Income 112,351 170,949 217548 222,624 263,228
Factoring Commission Income 22,441 17160 20,134 21,644 23,087
FINANCIAL EXPENSES (85,839) (152,313) (221,361) (211,021) (252,215)
Interest Expense on Funds Borrowed (84,047) (106,182) (153,471) (143,286) (178.093)
Interest Expense on Securities Issued (1,341) (44,158) (63,805) (56,478) (59,685)
Other Fees and Commissions (447) (1,973) (4,073) (11,240) (14,436)
Other’ (4) - (12) (7) ()
OPERATING EXPENSES (37,267) (38,224) (40,035) (78,945) (43,196)
Personnel Expenses (21,908) (22132) (22,867) (24,292) (25,669)
General Administrative Expenses (15,149) (16,012) (17129) (17.923) (17,488)
Other” (210) (80) (39) (36,730) (39)
OTHER OPERATION INCOME /EXPENSES 18,539 43,902 75,826 99,612 64,753
Interest Income from Deposits 4,293 634 2,057 2,331 1,953
Derivative Financial Transactions

Gains/Losses (Net) (15,921) 32,263 81,384 20,055 104,124
Foreign Exchange Gains/Losses (Net) 30133 10,218 (10,270) 39,230 (42,926)
Other ™ 34 787 2,655 37,996 1,602
SPECIFIC PROVISION FOR NON-

PERFORMING RECEIVABLES (11,062) (15,860) (20,288) (30,106) (20,801)
TAX PROVISION FOR CONTINUING

OPERATIONS (3,861) (5,098) (6,394) (4,092) (7,253)
NET PERIOD PROFIT/LOSS* 15,302 20,516 25,430 19,716 27,603

“Includes loss from the sale of non-performing receivables in 2016.

“Includes the amount of special provisions cancelled due to the sale of non-performing receivables in 2016.



ANNUAL REPORT 2017

OVERVIEW
Financi

. a (E al In 2017, Garanti Faktoring ranked third in the industry with factoring
Situation and receivables of TL 3.36 billion and market share of 8.08%.
Performance
Assessment in With TL 3.45 billion in total assets and 7.90% market share, Garanti Faktoring
2017 ranked third in the sector in 2017.

Garanti Faktoring recorded a transaction volume of TL 151 billion
(US$ 4.2 billion) in 2017.

For the year, domestic transactions totaled TL 7 billion (USS 1.9 billion); export
transaction volume amounted to TL 7.3 billion (US$ 2 billion); and import
transaction volume totaled TL 763 million (US$ 210 million). Garanti Faktoring
ranked second with 10.44% market share of the sector’s total transaction
volume.
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Garanti Faktoring’s Sector Distribution of Transaction Volume and Factoring Receivables - 2017

TL Thousand
AGRICULTURAL SECTOR 612,698
Agriculture, Livestock, Forestry 612,566
Fishing 132
MANUFACTURING SECTOR 7,420,067
Extraction of Metals Used for Energy
Production 887
Efgrjsa?gnof Metals Not Used for Energy 674,352
Textile and Textile Products 1,616,132
Leather and Leather Products 4,914
Wood and Wood Products 17,687
gz:i[r)ﬁirnzaw Materials and Paper Products 499513
!F\)Iruoc(;ii‘r[SFuels, Petroleum and Coal 1,603,002
Che_mi_cal qnd Chemical Products and 364
Artificial Fiber
m;ga:fgigua;?ndgwocessed Material 310,009
Machinery and Equipment 300,459
Electrical and Optical Devices 9,050
Transportation Vehicles 2,248,609
Manufacturing Not Classified Elsewhere 133,789
Electrical Gas and Water Resources 800
SERVICES SECTOR 5,517,344
Construction 902,031
\/Wehh(i)fgaslsr\a/incifetall Trade Motorized 2599,565
Hotels and Restaurants (Tourism) 58,260
zgnrﬁﬁsr:tii;igghw‘arehousmg, and 1.430,465
Financial Institutions 475,579
Other Public, Social and Private Services 51.650
OTHER 1,565,297
GRAND TOTAL 15,115,612

“Including net non-performing loans

Amount*

oy Y&

TL Thousand (%)
AGRICULTURAL SECTOR 191,092 5,65%
Agriculture, Livestock, Forestry 191,092 5,65%
MANUFACTURING INDUSTRY 1.327,882 39.28%
Transportation Vehicles 169,636 5.03%
Manufacturing Not Classified 51239 151%
Elsewhere
Textile and Textile Products 469,358 13.88%
Chemical and Chemical o
Products and Artificial Fiber 337 0.01%
Nuclear Fuels, Petroleum and o
Coal Products Industry 165,870 4.91%
Electrical and Optical Devices 1,490 0.03%
Extraction of Metal; Not Used 90350 2 66%
for Energy Production
Paper Raw Materials and Paper o
Products Printing 137133 4.06%
Metal Key and Processed o
Material Manufacturing 90,909 269%
Machinery and Equipment 149,088 4.41%
Wood and Wood Products 760 0.03%
Leather and Leather Products 1,055 0.03%
Extraction of Mgtats Used for 18 0.00%
Energy Production
Electrical Gas and Water 639 0.03%
Resources
SERVICES SECTOR -1,311,764 37.54%
Wholesale and Retail Trade o
Motorized Vehicle Services 897788 26.58%
Transportatlo_n, Warehou5|ng, 119583 355%
and Communication
Construction 188,291 5.57%
Othgr Public, Social and Private 21,449 0.62%
Services
Financial Institutions 1,478 0.03%
Hotel_s and Restaurants 83185 2.46%
(Tourism)
OTHER 549,028 16.25%
GRAND TOTAL 3,379,766  100.00%
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OVERVIEW
H Garanti Faktoring shares have traded on Borsa Istanbul (BIST)'s National
Information on
0 ationo Market since 1993 under the ticker symbol “GARFA". The Company has been
GARFA Shares included in the BIST Corporate Governance Index since August 24, 2012.

In the period January-December 2017, GARFA stock reached TL 4.99 - the
highest closing price — while the transaction volume totaled TL 3241 million
during the same period.

Share Performance
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TL 3241 million

During the period
January-December 2017,
GARFA stock reached

a high closing price
high of TL 4.99 while
the transaction volume
totaled TL 3241 million.




Credit Ratings
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On June 8, 2017, the global credit rating agency Fitch Ratings affirmed its
outlook for 4 private banks in Turkey, Garanti Bank and its subsidiaries in
2017 as follows:

Foreign Currency

Long Term BBB-
Short Term F3
Outlook Stable

Turkish Lira

Long Term BBB-
Short Term F3
Outlook Stable
National

Long Term AAA (tur)
Support Rating 2
Outlook Stable

The credit ratings report can be accessed on the Company’s website
(www.garantifactoring.com), in the section Rating Reports under Investor
Relations.
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Corporate Garanti Factoring places great safeguard the rights of stakeholders
importance on internalizing and in an equitable manner; have a

Governance implementing the Corporate Board of Directors structure and

Principles Governan.ce P}rincipl}es throughout operation methods that fully

. the organization. It is among a comply with Corporate Governance
Compllance small number of companies that Principles; and companies that
Rating undergoes Corporate Governance merit to be included in the BIST

Principles compliance rating
evaluations in the factoring sector.
The company’s sixth Corporate
Governance Principles Compliance
Rating study was completed on
August 19, 2017.

The report was prepared by
Kobirate Uluslararasi Kredi
Derecelendirme ve Kurumsal
Yonetim Hizmetleri A.S. (Kobirate)
and shows that Garanti Faktoring's
Corporate Governance Score rose
from 9.26 to 9.32 for the period
August 19, 2017 - August 19, 2018.

Companies rated in the range of

“9-10" are defined thusly: “Corporate
enterprises that comply with CMB's

Corporate Governance Principles
to a great extent; have established
well-functioning internal control
systems; are capable of detecting
and actively controlling potential

Corporate Governance Index in the
event of a public offering”

The detailed report prepared by
Kobirate is disclosed to the public
on the Company's website (www.
garantifactoring.com), in the section
Corporate Governance Compliance
Rating Reports, under Investor
Relations.

risks; protect shareholder rights in a
fair manner; embrace a transparent
approach to public disclosures;




Our Achievements

Based on the
evaluation conducted
by Factors Chain
International, Garanti
Faktoring earned a
score of “100%” in

FCl assessment to

be awarded “World’s
Best Export Factoring
Company” for the
third time.
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World's Best Export Factoring Company

With its extensive know-how and high operational transaction speed,
Garanti Faktoring makes a name for itself not only in Turkey but also in the
international factoring industry.

Garanti Faktoring was named the “World's Best Export Factoring Company”
by Factors Chain International (“FCI") for the third time, the world’s largest
factoring network with more than 400 members. Based on the evaluation
conducted by FCI, Garanti Faktoring earned a score of “100%" on all the
evaluation criteria—including service quality, correspondent network, and
export transaction volume—to become the top scorer in the history of FCI.

Turkey’s Most Popular Factoring Company
Capital magazine named Garanti Faktoring the “Most Popular Factoring
Company in Turkey” in 2017.
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Ali Fuat Erbil

Chairman

Ali Fuat Erbil graduated from
Middle East Technical University,
Department of Computer
Engineering, earned his MBA from
Bilkent University and obtained

a Ph.D. in Banking and Finance

from Istanbul Technical University.

During his professional career,
Mr. Erbil took on several different
management roles in various
private companies and banks. He
joined Garanti in 1997 as Senior
Vice President of Distribution
Channels, and later served as
Executive Vice President of

Retail Banking and Distribution
Channels between 1999 and 2012.
In the latter role, he was also
responsible for home financing
and private banking. In 2012, he
was appointed Executive Vice
President of Financial Institutions
and Corporate Banking at Garanti.
Mr. Erbil has served as CEO and
Board Member at Garanti Bank
since September 2, 2015. He is
also the Chairman of the Board
of Directors at Garanti Leasing,
Chairman of Garanti Romania
Board of Directors and Board
Member at Garanti Securities,
Garanti Technology, Garanti
Pension and Life, and Garanti
Payment Systems. In addition,
Mr. Erbil serves as a Member on
the Board of Directors and Board
of Trustees of Teachers Academy
Foundation.

Recep Bastug

Vice Chairman of the Board of
Directors

Recep Bastug graduated from
Cukurova University, Department
of Economy. In 1989, he joined
Garanti Bank’s Audit Department;
between 1995 and 1999, he served
as Corporate Branch Manager, then
as Commercial Region Manager
between 1999 and 2004. Between
the years of 2004 and 2012, he
served as Senior Vice President of
Commercial Marketing and Sales
Coordination.O n January 1, 2013,
he was appointed to his current
position in the Company. He is
also Board Member of Garanti
Leasing and Garanti Fleet. Having
26 years of experience in banking
and business administration, Mr.
Bastug's areas of responsibility
include Commercial Banking
istanbul and Ankara Marketing,
Commercial Banking Anatolian
Marketing, Consumer Financing.



Ali Temel

Member of the Board of
Directors/Member of the Credit
Committee

Ali Temel graduated from

Bogazigi University, Department
of Electrical and Electronics
Engineering and began his
banking career in 1990 at a private
bank. He joined Garanti Bank in
1997. After serving as Unit Manager
in the Basic, Cash Management
and Commercial Banking units,
Mr. Temel worked as Assistant
General Manager - Commercial
Banking from 1999 to 2001 and
Assistant General Manager -
Credits between 2001 and 2012.
He was appointed Head of Credit
Risk Management on December 10,
2015. With 26 years of professional
experience in banking and
business administration, Mr.
Temel is responsible for Corporate
and Commercial Credits Risk
Management, Retail and SME
Credits Risk Management,

Risk Planning Monitoring

and Reporting, Risk Analytics,
Technology and Innovation, and
Regional Credits Coordination at
Garanti Bank.

Hasan Hulki Kara
General Manager/Member of the
Board of Directors
Hulki Kara

Jraduated from Dokuz
Eylil University, Department of
Economics. He joined Garanti
Bank in 1989. Mr. Kara served as
1st Degree Auditor on the Audit
Board, Branch Manager and Region
Manager within Garanti Bank.
He has served as Board Member
and General Manager at Garanti
Faktoring since October 18, 2011.

Osman Bahri Turgut
Member of the Board of
Directors/Corporate Governance
Committee Member
Osman Bahri Turgut

. graduated from Marmara
University, Faculty of Economics
and Administrative Sciences in
1990. Starting his professional
career in 1990 at Garanti Bank
on the Audit Board, he currently
works as Head of Internal Audit
and Control at Garanti Bank. Mr.
Turgut also serves as Auditor at
Garanti Bilisim Teknolojisi ve Tic.
AS. Garanti Finansal Kiralama AS.,
Garanti Yatirrm Menkul Kiymetler
A.S., Garanti Portfoy Yonetimi
A.S., Garanti Odeme Sistemleri
AS., Garanti Emeklilik ve Hayat
AS., Garanti Hizmet Yonetimi AS.
and Garanti Konut Finansmani
Danismanlik Hizmetleri AS. In
addition, he is a Member of the
Board of Directors at Garanti
Bank’s Pension Fund Foundation
and at Garanti Kaltir A.S.
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Cemal Onaran

Board Member

Cemal Onaran graduated

from Middle East Technical
University, Department of Public
Administration and started
work as Assistant Inspector at
Garanti Bank, Audit Committee
Directorate. Between 2000 and
2007, he served as Regional
Manager at Garanti Bank in
various regions of Istanbul. In
October 2007, Mr. Onaran was
appointed General Manager

at Garanti Mortgage upon the
company’s establishment. On
August 1, 2012, he started serving
as General Manager at Garanti
Emeklilik ve Hayat A.S.; on
January 1, 2017, he was appointed
Assistant General Manager -
SME Banking. Mr. Onaran has 26
years of professional experience
in banking and business
administration.
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Serhat Yanik
Independent Member/Audit
Committee Member/Early
Risk Detection Committee
Member/ President of Corporate
Governance Committee
Serhat Yanik

holds a Bachelor's degree
in Public Administration as
well as a Master’s degree and a
Ph.D. in Business Administration
from istanbul University. He is
currently acting as the President
of Direct Procurement and Tender
the Commission of istanbul
University, President of Accounting
and Finance Department in the
Faculty of Political Sciences
School of Business Administration
of istanbul University, Finance
Director of istanbul University
Hospitals General Directorate, Vice
Manager of istanbul University
Circulating Capital Management.
He is also Board Member of the
Expert Accountants Association
of Turkey and Editorial Board
Member of the Internal Audit
Bulletin of the Institute of
Internal Audits and Member of
the Association of University
Hospitals Union. He also holds
an Independent Accountant and
Financial Advisor (CPA) license
as well as an Independent
Auditor License from the Public
Oversight, Accounting and Auditing
Standards Authority.

Ali Coskun
Independent Member/Audit
Committee Member/ Early Risk
Detection Committee Member
Ali Coskun

graduated from istanbul
Technical University, Department
of Industrial Engineering. In
addition, he holds a Master’s
degree in Business Administration
from Bosphorus University
and Ph.D. degree in Accounting
and Information Management
from the University of Texas. He
continues to pursue his career
as an academician at Bosphorus
University, Economics and
Administrative Sciences Faculty.
He is currently acting as Head
of Bosphorus University Finance
Research Center, Board Member
of Bosphorus University Social
Facility Administration, Vice-
President of Bosphorus University
Sustainable Development and Fair
Production Research Center. He is
also a Board Member at Capital
Market Professionals Association
and the Financial Literacy and
Inclusion Association.



Committees
and Attendance
at Committee
Meetings

AUDIT COMMITTEE

The Audit Committee was
established with the aim of
helping the Board of Directors

to fulfill its overseeing duties
regarding the functioning and
effectiveness of the internal
control system. The Committee in
order to achieve compliance with
the accounting system, financial
reporting, public disclosure,
internal control and internal audit
system, independent external
audit, laws, regulations and code
of ethics, monitors and evaluates
the Company’s systems, processes
and activities, and advises the
Board of Directors if necessary.
Committee convenes at least four
times every year and anytime
necessary.

The Audit Committee is composed
of the Independent Members of
the Board of Directors, Mr. Serhat
Yanik and Mr. Ali Coskun.

The tasks of the Committee are as
follows.

Internal Control System:

- To evaluate whether the
Company management shares
the importance of the internal
control with the Company
employees or not, and whether
the Company adopts a “suitable
culture” or not,

- To get information about the
periodical and process oriented
audit results performed by the
Internal Audit Unit regarding
implementation faults and
deficiencies,
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Similarly, receiving regular
information on Company
activities from units specialized
in Internal Control, Compliance
and Risk Management

- To monitor deficiencies detected
in the audit activities performed
by the Internal Audit Unit, T.
Garanti Bankasi A.S. Audit Board
and the other corporations, and
informs the Company Board of
Directors about non-recovered
findings.

Internal Audit:

- To oversee whether or not the
Internal Audit and Control Unit
fulfills its obligations stipulated
in the Internal Audit Regulation,

- To review the annual audit plan
that is prepared by the Internal
Audit and Control Unit and the
revisions made in the annual
audit and contol plans before
the Board of Directors’ approval,

- To approve the appointments of
the Internal Audit and Control
Unit personnel,

- To review the Internal Audit and
Control Unit Regulation before
it is approved by the Board of
Directors,

- To make the performance
assessment of the Internal
Audit and Control Manager.
When necessary, the Committee
may get the opinions of the
Company General Manager on
this issue,

- To monitor the decisions of the

top management and the units
reporting to them regarding the
issues detected in the internal

audit and control reports,
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- To evaluate the Internal Audit
Unit activity report prepared
regarding auditing activities and
the reports that are submitted
to the Committee by the
Internal Audit Unit - including
the results of the Internal Audit
and Control Unit's monitoring
activities and its assessments,
pursuant to Article 13/4
provisions of the Regulation on
“Establishment and Operating
Principles of Financial Leasing,
Factoring and Financing
Companies”

- To monitor the adequacy of
the Internal Audit and Conrol
Unit's staff structure and the
existing training, competency
and expertise levels of the audit
personnel and take necessary
measures in order for audit and
control unit personnel to be
cultivated in the best manner
theoretically and practically.

Financial Reporting and

Independent External Audit
To oversee whether or not the
Company’s financial reports
include all the information that
is correct and that must be
reflected, whether or not they are
prepared in compliance with the
law and other relevant legislation,
and moreover ensure that the
detected faults and fraud are
corrected,

- To select the independent
audit firm, to prepare the audit
agreements and to start the
independent audit process as well
as the independent audit firm’s
auditing activities at all stages.

Compliance with the Law, Regulation
and Code of Ethics

- To oversee: i) the functioning of
the internal systems, accounting
and reporting systems within the
framework of the law and relevant
regulations, and ii) the integrity of
the information produced,

- To review the consistency of the
Company activities with the laws
and regulations through the units
reporting to itself,

- To oversee whether the
Company'’s internal policies and
implementation procedures
approved by the Board of
Directors are complied with or
not and makes suggestions to
the Board of Directors about the
necessary measures to be taken.

The Audit Committee convened
seven times in 2017. In these
meetings, important findings and
the results of the periodic control
activities that were detected in the
unit audits made by the Internal
Audit and Control Unit were
discussed. The Compliance Officer
provided information on compliance
activities across the Company.

Moreover, information were
provided to the members of the
Audit Committee about the results
of the audit activities - performed
by the independent audit firms
(Deloitte and KPMG) - regarding
the Company’s financial data dated
3112.2017, 31.03.2017, 30.06.2017,
30.09.2017, and about the prepared
management recommendation
letter.



CORPORATE GOVERNANCE
COMMITTEE
The Corporate Governance

Committee was established with the

aim of determining: i) whether the
Corporate Governance Principles
are implemented or not within
the framework of the Corporate
Governance Principles of the
Articles of Association, legislation

and the Capital Markets Board, and
ii) the existence of possible conflict

of interests in the Company.

The Chairman of the Corporate

Governance Committee is Mr. Serhat

Yanik, and the Members are Mr.

Osman Bahri Turgut and Serap Cakir.

In accordance with the structuring

of the Board of Directors, the
Corporate Governance Committee
was established with the aim of
also performing the duties of

the Nomination Committee and
the Compensation Committee
and assumed the tasks of these
committees.

The tasks of the Committee are as

follows:
Monitoring the Company’s
consistency with the Corporate
Governance Principles,
Carrying out improvement
activities on this issue and
giving suggestions to the Board
of Directors,
Detecting conflicts of interest
arising from non-compliance
with the Corporate Governance
Principles,
Overseeing the activities of the
Investor Relations Department.

Acting as the Nomination
Committee:

Creating a transparent

system for the determination,
assessment and training of
the nominees of the Board of
Directors and determining a
policy on this issue,

Evaluating the efficiency of the
Board of Directors’ structure,
Determining and overseeing
the approaches, principles
and practices on the issue of
performance evaluation and
career planning of the Members
of the Board of Directors and
the Executive Directors,

- Submitting suggestions to the

Board of Directors regarding
changes that can be made
on the issue of the Board

of Directors’ structure and
efficiency.

Acting as the Compensation
Committee:

Preparing proposals regarding
the compensation principles

of the Members of the Board

of Directors and the Executive
Directors,

Determining criteria that can be
used regarding the performance
of the Company and the
members,

- Submitting proposals to the

Board of Directors regarding the
compensation of the Members
of the Board of Directors and
the Executive Directors.

In 2017, the Corporate Governance
Committee convened four times.
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EARLY RISK DETECTION

COMMITTEE

As per the Corporate Governance
Communiqué 11171 published

by the Turkish Commercial Code
n. 6102 and the Capital Markets
Board, the aim of the Committee
carrying out its activities within
the structure of the Board of
Directors is to early diagnose
the risks that may endanger

the existence, progress and
continuity of the Company,

to take necessary measures
regarding the detected risks and
to carry out activities with the
purpose of risk management.

The Committee is composed of
the Independent Members of the
Board of Directors, Mr. Serhat
Yanik and Mr. Ali Coskun.

The tasks of the Committee are

as follows:

- Based on the risk
management strategies,
determining risk management
policies, implementation
methods and risk
management systems in line
with the opinions of the Board
of Directors, and designing
effective internal control
systems in order to comply
with these policies and to
ensure their implementation,
Implementing necessary
measures regarding the
detected risks, carrying
out activities for the risk
management and monitoring
the risk management
practices,

Requesting information,
opinion and report from the
relevant units if deemed
necessary, with the aim of
performing the risk monitoring
function effectively,
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Reviewing and evaluating the
risk management system at
least once a year,

Informing the Board of Directors
periodically about the risk
management practices,
Fulfilling other duties that
are assigned or that will be
assigned to the Committee
through relevant legal
legislation.

Since its establishment in 2014,
the Committee submits its report
to the Board of Directors every two
months.

Early Risk Detection Committee
convened six times in 2017. In
these meetings, the Committee
shared the reports — with the
Members of the Board of Directors
- that it prepared regarding the
issues such as; compliance with
standard ratio and the 376" Article
of TTK (Turkish Commercial Code),
status of the Company’s foreign
exchange position, status of the
problem factoring receivables,
cost-yield and maturity
composition of the balance sheet,
assets &liabilities composition
and status of operational
expenses (OPEX).

The field of tasks of the
Committees and their working
principles were determined

and publicly announced on the
Company website in the “Yatirimci
iliskileri> Kurumsal Yonetim”
section.

ASSETS LIABILITIES COMMITTEE
The members of the Assets
Liabilities Committee are; Hulki
Kara (Member of the Board of
Directors and General Manager),
ilkay Sahin Hamurcu (Executive
Vice President), Erkan Coplugil
(Executive Vice President); Mert
Ercan (Executive Vice President),
Volkan Sentnver (Senior Vice
President), Fatma ipek Bilmis
(Senior Vice President), Nilgiin
Yilmaz (Senior Vice President), Eda
Kayhan (Senior Vice President),
Serap Cakir (Senior Vice
President), Hasan Okay Tuncay
(Senior Vice President), Hande
Yagci (Senior Vice President),
Ozcan Destanci (Senior Vice
President), Tahsin Maden (Senior
Vice President), Emre Ozmen
(Senior Vice President), Isin Ulker
(Senior Vice President), Nazan
Aktas (Senior Vice President),
Gamze Mert (Senior Vice
President) and Ahmet Marangoz
(Senior Vice President).

Sales and Marketing Regional
Directors attend the Committee
meetings every month alternately.

The Assets Liabilities Committee is
responsible for the improvement
of the Company’s balance sheet
and monitors the achievement
level of the budget targets by
evaluating the Company'’s interest
rates, currency risks, liquidity risks
and operational risks. Regularly
monitoring the achievement of
budget targets ensures that the
decisions that will be executed by
the related units are taken.

In 2017, the Committee was
convened 47 times by the General
Manager in order to discuss and
assess the specified issues weekly.



CREDIT COMMITTEE

The Credit Committee is composed
of: Ali Temel (Credit Committee
Member) and Hulki Kara (Member
of the Board of Directors and the
General Manager). Although ilkay
Sahin (Executive Vice President)
and Erkan Coplugil (Executive Vice
President) are not the members
of the Credit Committee, they may
attend the meetings in order to
present their opinion regarding
loan proposals.

Garanti Faktoring Board of
Directors transferred a certain part
of its loan allocation authorization
to the Credit Committee. Loan
proposals that are submitted to
the Headquarters by the regions
but that exceed the authorization
of the headquarters are presented
to the Credit Committee which
convenes once a week.

The Credit Committee examines
the loan proposals and concludes
the ones that are within the
scope of its authorization.

The Committee presents the

loan proposals that exceed

its authorization to the Board

of Directors so that they are
concluded.

CREDIT PROCESSES COMMITTEE
The Credit Processes Committee
members are: Hulki Kara (General
Manager), ilkay Sahin Hamurcu
(Executive Vice President), Mert
Ercan (Executive Vice President),
Erkan Coplugil (Executive

Vice President), Nazan Aktas
(Organization and Process
Development Senior Vice
President), Tahsin Maden (Sales
Marketing and Coordination -
Senior Vice President), Emre
Ozmen (Credit Monitoring Senior
Vice President), Nilglin Yilmaz
(Operation and Legislation Senior
Vice President), Eda Kayhan (Legal
Affairs Senior Vice President),
Ozcan Destanci (Intelligence
Senior Vice President), Hasan
Okay Tuncay (Credits Allocation
Senior Vice President) and Ahmet
Marangoz (Manager of Corporate
Sales and Structured Products).
Whenever necessary, Regional
Sales Managers may attend the
meeting even though they are not
Committee members.

The aim of the Committee is to
create, develop and effectively
manage loan processes that

will enable correct and efficient
analysis of the factoring requests
and to respond to the need in a
reasonable amount of time as
prescribed by applicable laws and
regulations.
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IT COMMITTEE

IT Committee Members are: Hulki
Kara (Member of the Board of
Directors and General Manager),
Erkan Coplugil (Executive Vice
President), ilkay Sahin (Executive
Vice President), Mert Ercan
(Executive Vice President), Isin
Ulker (Senior Vice President),
Nazan Aktas (Senior Vice
President) and Tahsin Maden
(Senior Vice President).

If deemed necessary, company
managers and employees may
attend the meeting although
they are not the Committee
member.

The IT Committee was
established to develop the
Company'’s information
technology roadmap by
prioritizing IT needs and to
monitor and evaluate deviations
from approved priorities.

The Committee convened one
time in 2017.

At the meeting in 2017, the

IT Committee evaluated the
projects completed in 2016, and
determined the priorities for
2016 based on the requests of
the Company’s various business
units. The priorities were
discussed for 2017.
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Senior Management

Hulki Kara
General Manager and Member of the Board of Directors
See Page 25.

Mert Ercan

Executive Vice President

Mert Ercar graduated from Dokuz Eylul University,
Department of Business Administration. He joined Garanti Bank in 1999 and
assumed duties as Vice Chairman on the Audit Board. Since March 15, 2011, he
has served as Executive Vice President at Garanti Faktoring.

ilkay $ahin

Executive Vice President

ilkay Sahin Hamurcu graduated from Istanbul University,
Department of Business Administration. She started her career in 1992 at
Pamukbank and subsequently went on to work at Kogbank and iktisat Bank,
respectively. From 1998 to 2001, she assumed duties at Korfez Bank and afterwards
at Osmanli Bank, Garanti Bank and Garanti Leasing, respectively. Her career at
Garanti Faktoring started in 2005 as Credit Manager and she has continued as
Executive Vice President since April 1, 2011.

Erkan Coplugil

Executive Vice President

Erkan Coplugil " graduated from Istanbul Technical University,
Department of Management Engineering. He joined Garanti Bank in 1998 and
assumed duties in the Organization and Planning, Commercial Banking Units and
also served as a Branch Manager. He has served as Executive Vice President at
Garanti Faktoring since December 12, 2011.



Organizational
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Organizational
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CHANGES TO THE ORGANIZATIONAL STRUCTURE

During the period January 1-December 31, 2017, the following changes were
made to the Company’s organizational structure:

- As of March 13, 2017, the Legal Affairs and Credit Monitoring Department was
divided into two separate units: Legal Affairs and Compliance Department
and Credit Risk Monitoring and Reporting Department. The Product
Management and Business Development Department was closed down, and
its duties transferred to the Sales Marketing and Coordination Department.

- As of September 15, 2017, the Commercial District Department, which was
formerly under the umbrella of the Sales and Marketing Coordination
Department, was separated from that Department and started operating in
the form of a separate region reporting to the Assistant General Manager -
Sales and Marketing.

- The internal control functions previously performed by the internal
control personnel in the Internal Audit Unit were separated in line with
the demands of BBVA, and restructured to report directly to the Audit
Committee.
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Esteemed stakeholders,

In view of the trends that followed
the 2008 global financial crisis,
there was relative stability in the
world economy in 2017.

The latest OECD Economic Outlook
report expects that in 2017, the
world economy will grow at a rate
of 3.6%, the US will close the year
at 2.2%, the Eurozone at 2.4% and
Japan at 1.5%

While the developed economies
are on a path of recovery, it is
predicted that India and China will
reach a growth rate of around 6%
in 2017, but Brazil will attain only
0.7% after a two-year recession.

The widespread expectation is
that in 2018, the recovery will
continue especially in advanced
economies.

The main factors that underpin
certain negative prospects are
the expectations that the price

of Brent oil may rise on a global
scale, and that the Fed may
continue to raise interest rates
and reduce its balance sheet. On
top of these, we can also add the
fact that various geopolitical risks
are still in place.

On the other hand, the economic
growth in the US economy is spilling
over into Europe, the UK and even
Japan, and in case this process
continues to pick up in 2018, the
world economy could well grow
between 3.3% and 3.7%.

Factors such as employment growth
in the US, recovery across Europe,
and a balanced growth composition
in China will bolster international
trade volumes and the global
economy in 2018.

Record growth in Turkey

Contrary to forecasts, Turkey's
economy stood out in 2017 with

its strong growth performance.
The economy grew 5.3% in the first
quarter and 5.4% in the second
quarter, while the 111% growth in
the third quarter went far beyond
expectations.

A major factor underlying this
growth was measures taken to
dissipate the negative atmosphere
created by the international
conjuncture and the turmoil in
neighboring countries, and to
reinvigorate the domestic economy.



In this respect, the government
facilitated the SMEs’ and
exporters’ access to financing,
and raised the upper limit of
the warranties provided by the
Credit Guarantee Fund (KGF) in
Treasury-backed loans from TL
20 billion to TL 250 billion. The
government established the
portfolio guarantee system (PGS),
which accelerates the warranty
process, and the Treasury
extended warranties of 85% for
non-SMEs, 90% for SMEs and
100% for exporters, depending
on the nature of the loan.

Many commentators suggest
that Turkey’s economy will

be rather sensitive to global
developments in 2018. Although
there are certain risks such

as an increase in oil prices
having a negative impact on
our current account deficit, a
possible decision by Fed to
raise interest rates more times
than expected, not to mention
the geopolitical situation in our
region; it is considered that the
rapid recovery seen in advanced
economies and in particular
Europe will have a positive
effect on Turkey. It is expected
that on the one hand, Turkey’s
exports to these economies will
grow, and on the other hand,
there will be an increase in the
number of tourists from those
countries arriving in Turkey.
Such developments would

have a positive impact on the
Turkish current account deficit
by increasing the amount of
foreign currency entering Turkey,
and keeping domestic demand
strong.
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The Turkish factoring sector also
had a successful and profitable
year, owing to the impact of the
positive economic trends in Turkey
and the world. In 2016, Turkey had
leapfrogged China to become the
world leader in export factoring
transactions with correspondents,
attaining a transaction volume

of EUR 3.6 billion and a market
share of 18%: Turkey managed to
maintain this leadership position
in 2017.

We are selected the world’s best...
Once again...

As a global pioneer in its field,
Garanti Factoring played a major
role in this forward leap of the
Turkish factoring sector.

In an assessment by Factors Chain
International, which counts more
than 400 factoring companies
among its members, Garanti
Factoring was named “The Best
Factoring Company in the World”
for the third time in a row. The
Company received this award

for the first time in 2015; and in
2016, became the first company
to receive “100% -perfect score”
in service quality, correspondent
network and export volume.

In 2017, Garanti Factoring was
designated The Best Export

Factoring Company for the third
consecutive time in a first for both
the exports and imports category,
and Garanti Factoring has thus
reached sixth position among 111
correspondents.

Garanti Factoring creates added
value for its customers and the
sector with its customer-focused
service approach and highly
specialized workforce; and leads
the pack by making a difference in
product consultancy and product
development efforts.

Factors underlying Garanti
Factoring’s success are a healthy
financial structure, strong
technological infrastructure, swift,
top-quality services delivered by a
highly qualified and experienced
staff, and its corporate governance
approach.

Our Corporate Governance Principles
Compliance Score reaches 9.32
Kobirate International Credit Rating
and Corporate Governance Services
Inc. increased Garanti Factoring's
Corporate Governance Rating for
2017 to 9.32, from a previous 9.26,

in recognition of the Company’s
consistent advancements

in compliance to Corporate
Governance Principles.



This score confirms that the
Company views compliance to
corporate governance principles
not simply as just another task,
but that it has internalized this
effort as an integral part of its
existence.

Garanti Factoring employees
played the biggest role in
bringing about this pride-
inspiring achievement.

Garanti Factoring considers

its workforce as its most
valuable asset. Accordingly, the
Company’s human resources
vision is to become a success-
and productivity-oriented
corporation open to continuous
development, where everyone
is the leader of their business,
success is rewarded according
to measureable performance
criteria, employee loyalty
increases day after day, and
employees feel satisfied. To
reach this vision, the Company
offers training programs to help
employees hone their technical,
professional and personal
competencies.

Responsible Citizenship,
Sustainable Growth

Garanti Factoring’s social
responsibility perspective
requires contributing not only
to the economy, but also to the
society at large. In this respect,
through initiatives such as the
CO-OP Project and Vocational
High School Coaches Program,
as well as various donations
and scholarships, the Company
contributes to the education

of young people and supports
sustainable growth through its
eco-friendly practices.

Garanti Factoring is developing its
processes to catch up with global
standards, increasing its efficiency
and profitability on a daily basis
with the investments it realizes,
and moving rapidly towards
becoming a digital company of the
information age: It will relentlessly
continue its investments in this
area and continue on its path
towards becoming the best in

the world, with your invaluable
support.

Best regards,

Ali Fuat Erbil
Chairman
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TL 3.36 billion
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General Manager’s
Assessment

USD 2 billion

Esteemed stakeholders,

Following the recession in the
previous years, the factoring
sector made numerous
achievements in the year 2017.

As of the end of 2017, the total
turnover of the sector has reached
TL 144.7 billion. In the same
period, total factoring receivables
of the sector materialized as

TL 41.6 billion. The total assets

of the sector reached TL 43.7
billion in an increase of 24.3%
over the previous year, whereas
total shareholders’ equity grew
by 12% to TL 5.8 billion. In this
period, total receivables were TL
41.6 billion while net profit for
the period materialized as TL 930
million, according to BRSA data.

The Turkish factoring sector
figures among the best in the
world, particularly in the field

of export factoring, and has
leapfrogged China in this field to
become the world number one
with an exporting factoring volume
of EUR 3.6 billion.

At Factors Chain International’s
(FCI) award event to select the
world’s best factoring companies,
Turkish companies held the

top spot in the last six years, in
another concrete confirmation of
the success of the industry.

Going Digital

The sector achieved a series of

huge successes in the international
arena, and will carry this positive
performance into 2018 with its
recent infrastructure and technology
investments.

In Turkey as across the world,
digitization tops the agenda of

the factoring sector. There are two
other agenda items that are closely
related to the digitization process
of the sector: The first is integration,
and the second is supply chain
financing. Upon the completion

of work in these two areas, the
sector will increase its contribution
to Turkey’s exports and its strong
growth performance will continue.

Garanti Factoring, which is the
driving engine of the Turkish
factoring sector thanks to its
skilled staff, product diversity
and technological infrastructure,
has also had a successful year
and maintained its steady growth
performance.



2017 was a profitable year

In 2017, Garanti Factoring's total
assets reached TL 3,452 million,
factoring receivables TL 3,360
million, shareholders’ equity TL
213 million, and its profit for the
year TL 27.603 thousand.

In 2017, Garanti Factoring
boosted its transaction volume
and number of customers,
performing a total of 40,188
financing transactions with
7475 customers. The domestic
transaction volume was TL
7,023 million, while the export
transaction volume was TL
7,329 million and the import
transaction volume TL 763
million.

Continuing to blaze a trail in
the world

After 2015 and 2016, Garanti
Factoring was once again named
“The Best Factoring Company
in the World” by Factors Chain
International. The Company
thus received the award for
the third time in a row in a
first for both the exports and
imports category, and reached
sixth position among 111
correspondents.

In 2017, as was the case in 2016,
the Company received “100%
-perfect score” in all award
criteria such as service quality,
correspondent network and
export volume.

Garanti Factoring closed 2016
with a turnover of USD 1.8
billion in export factoring, and
increased this by 11.9% in 2017
to attain a turnover of USD 2.023
million.
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Assessment

89%

89% of Garanti Factoring’s
customers consist of SMEs. The
Company helps SMEs open up
to the world by providing them
international solutions with its
worldwide reputation, and thus
contributes to the growth of
Turkey's economy as well.

The Company expends intense
efforts on new products and
services to this end.

In 2016, Garanti Factoring had
launched its receivables guarantee
product in the domestic arena; in
2017, the Company extended this
product to its overseas operations
as well. The Company also spends
efforts to expand the scope of its
product that provides financing
for receivables secured with a
letter of guarantee, launched

back in 2016. Our ground-breaking
product, ‘My Receivable is Under
Garanti’ remains an unmatched
product in the sector with its
special terms and scope, and
continues to make important
contributions to our customers’
business. In addition to these, the
Company works on developing
new supply chain financing
products for overseas operations
that will appeal especially to our
import customers.

Continued infrastructure
investments

Garanti Factoring enhances its
technological infrastructure day
after day in order to provide

new products and services to

its customers, and to further
strengthen its corporate structure.

Garanti Factoring has become

a more agile, productive and
profitable company thanks to
process improvements and
infrastructure investments, and
now aims to improve its corporate
governance approach while
continuing to invest in technology
to reach ever more ambitious
achievements.

The Company continues its
integration efforts into the
recently created Supplier
Financing Platform. The largest
beneficiary of the Supplier
Financing Platform will be
customers in the SME segment,
since they will be able to access
faster and cheaper financing
through this platform. The
Company is keen on reinforcing
its position in the sector by
increasing the number of SME
customers through investments to
this segment.



We shall maintain our
leadership in exports

If our country’s export potential
is taken into consideration,

it is clear that Garanti

Factoring cannot stay away

from international markets.

At Garanti Factoring, we have
developed strong correspondent
relationships in our export
markets by harnessing the
power of the Garanti brand

and our successful business
model, and thereby coupled this
achievement with growth in our
export operations.

In 2018, we aim to maintain our
leadership in this segment by
preserving our market share

in export factoring. The ready-
to-wear, yarns and automotive
spare parts industries are
sectors with a significant share
in export factoring. We predict
that growth in these sectors
will continue in 2018. The share
of export factoring in Garanti
Factoring's overall turnover is
48%. We consider that this share
will remain at the same level in
2018.

In the factoring sector, there is
increased interest in guaranteed
operations. Accordingly, Garanti
Factoring aims to grow with its
guaranteed products in both
domestic and international
transactions.

Employees are key to our success
Our highly skilled workforce
played the most important role

in Garanti Factoring’s success.

The Company attaches huge
importance to investments
designed to increase the
competence of its human
resources. To this end, more

than 250 training sessions were
organized in 2017, on 55 different
in-class and on-the-job training
topics. A total of 2,781 hours of in-
class and on-the-job training were
delivered and the training period
per employee reached 17 hours on
an annual basis

In addition to these, with a

view towards providing quicker
responses to the training needs
of employees, 46 different
e-courses were delivered in 2017
and employees participated in 8
different conferences, seminars
and congresses in their fields of
professional expertise.

I would like to extend my gratitude
to our employees who have turned
us into a global brand and to our
stakeholders for their unfaltering
support. In the upcoming period,
we shall reach even further with
top quality products and services.

Best regards,

Hulki Kara
CEO
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Overview of The
Turkish and Global
Economy

The global economy has finally
overcome the crisis

2017 witnessed a general recovery
in the world economy. The US,
Eurozone and the UK fully exited
the crisis by boosting their
economic growth rates. Japan,
grappling with recession for many
years, posted positive growth
figures. Emerging economies such
as China and India continued to
expand above the world average
despite some decline in the
growth rates.

US economic growth in the

third quarter was revised to

3.2%. Economic activity in the
country demonstrated a positive
performance in the last quarter as
well. America’s inflation indicators
are also relatively moderate.

The Eurozone’s PMI figure reached
its highest level in the last seven
years, supporting a positive
outlook on economic activity.

The first phase of Brexit
negotiations between the UK and
the EU was completed. The Bank
of England, which raised policy
rates in November, left interest
rates unchanged in December.

Positive environment will
continue in 2018
With inflation rates

remaining below target in the
aforementioned countries, robust
growth and the positive outlook is
expected to continue into 2018.

The Federal Reserve raised its
policy rate by 25 basis points at
its last meeting of the year. Fed
members predicted that three
interest rate hikes will follow

in 2018, and their growth and
inflation forecasts were seen to
improve.

Tax reform recently passed in the
US brought down the corporate tax
rate from 35% to 21%. The possible
effects of tax reductions on
economic activity and monetary
policy remain uncertain.

At its meeting on December 14, the
ECB did not announce monetary
policy changes. However, the ECB
raised its 2017 and 2018 growth
forecasts for the Eurozone, and
reaffirmed its expectation that the
recovery in economic activity will
continue.



Turkey's record-breaking growth

Thanks to government incentives
to revive the markets, the Turkish
economy expanded 5.3% and 5.4%
in the first two quarters of 2017,
followed by 111% in third quarter
- the first double-digit growth
performance since 2011. This was
the strongest overall performance
of the Turkish economy in the last
Six years.

The recovery in labor force
indicators continued in September
due to the favorable climate
created by the incentives.

The seasonally adjusted
unemployment rate declined to
10.7% in September, down 01 point
from the previous period.

Seasonally adjusted industrial
production increased 7.3% on

an annual basis in October. This
performance confirmed the
continuation of robust industrial
activity in the first month of the
last quarter and suggested that
Turkish economic growth will
reach 7%.

Current account deficit and
inflation on the rise

Despite the good news, Turkey’s
foreign trade deficit continued

to climb in November. In the
period, exports went up 11.2%
while imports rose 21.3% year-on-
year. As a result, the foreign trade
deficit jumped 52.4% on an annual
basis to USD 6.3 billion.

In the first 10 months of the year,
the Turkish current account deficit
expanded by 33.7% year-on-year
to USD 35.3 billion. According to
12-month cumulative figures, the
current account deficit totaled
USD 41.9 billion in October, its
highest level since July 2015.

In the first 11 months of the year,
budget expenditures rose 17.7%
while budget revenues increased
13.0%. As a result, the budget
deficit quickly widened to TL 26.5
billion.
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The monthly increase in
consumer prices came in at
0.69% in December, slightly
above market expectations, while
annual inflation stood at 11.92%.

At its meeting on December 14,
CBRT took a step to strengthen
monetary tightening in order
to limit the deterioration of the
inflation outlook, by raising the
Late Liquidity Window interest
rate 50 basis points to 12.75%.



ANNUAL REPORT 2017

OVERVIEW
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Sector Overview

FACTORING IN TURKEY

Factoring transactions in Turkey
began in the 1980s and were initially
conducted by banks. Today, factoring
companies are regulated by the
“Financial Leasing, Factoring and
Financing Companies Law No. 6361”
published in Official Gazette No:
28496 on December 13, 2012, and the
“Regulation on the Establishment
and Operating Principles of Financial
Leasing, Factoring and Financing
Companies No: 28627" issued by the
Banking Regulation and Supervision
Agency (“BRSA”) on April 24, 2013. As
of end-2016, 61 factoring companies
operated in Turkey under the
supervision of the Association

of Financial Institutions (“FKB").
Factoring is a financial transaction in
which companies that sell products
and services through forward
contracts transfer their accounts
receivable to a third party financial
company to ensure cash flow and
secure their receivables. Factoring

is basically defined as financing,
guarantee and collection services.

In Turkey, a significant portion

of domestic trade is forward
transactions, while the cash against
goods (open account transaction)
payment method is widely used for
export sales. Due to payment habits
and methods in the Turkish market,
trading companies rely on factoring
to meet their need for cash and
payment guarantee.

The factoring sector developed
quickly in the country, especially
during the second half of the 2000s
in terms of transaction volume and
customer numbers. After the Banking
Regulation and Supervision Agency
(“BRSA") began overseeing factoring
companies in 2006, the industry
became more institutionalized

and transparent. In recent years,
factoring has become an essential
instrument in financial markets
due to the increased popularity of
factoring products as well as more
access channels to customers.



In 2016, the factoring industry
strengthened its collaboration

with Turk Eximbank. After obtaining
access to Eximbank’s export
rediscount credits, which are
extended to exporters, the factoring
industry executed an agreement
with Eximbank in 2016 to use insured
receivables as additional collateral.
Subsequently, factoring companies
began to provide financing

to exporters for their export
receivables, which are secured under
Eximbank's insurance policies.

Additionally, FKB is currently
developing the system infrastructure
and the legal framework for the
Supplier Finance product, which it
plans to launch in 2017.

FACTORING WORLDWIDE

Since the 1950s, several factoring
companies providing advanced
services have been established in
many countries. Unable to develop
more fully until the 1970s, factoring
became a reliable financing method
after the 1973 oil crisis for many
enterprises seeking to expand their
operations internationally under
more challenging global trade
conditions.

In line with widespread economic
growth, a rebound in trade, better
risk analysis, and more aware
customers, factoring has become
a modern financing method for
companies around the world.

In parallel with the expansion

of factoring into new industries
and regions, the rapid rise in
computer usage and technology
advancements, the merger of
independent organizations with
large commercial banks, and the
increased competition within the
sector, the global factoring volume is
increasing rapidly.

Today, a well-established factoring
industry is present in more than
50 countries, particularly in Europe
(68%), the US (20%) and America
(9%).

The global factoring industry has
expanded at an average annual rate
of 13% over the last 25 years.
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OPERATIONS AND
OBJECTIVES IN 2017

Sales, Marketing
and Coordination

7,475 customers

Garanti Faktoring conducts
domestic and international
factoring transactions via an
extensive network while keeping
its focus on customer needs.

Garanti Faktoring provides its
services to a broad customer
base primarily consisting of SMEs,
import and export companies,
and other enterprises that have a
wide supplier and dealer network.
Boasting the most extensive
branch network among bank
subsidiary companies, Garanti
Faktoring delivers its products and
services across the country.

9.8% increase in transaction
volume

In 2017, Garanti Faktoring served a
total of 7,475 customers through its
17 branch locations across Turkey.
The Company’s domestic and
international transaction volume
amounted to TL 7,023 million and
TL 8,092 million, respectively.

The Sales, Marketing and
Coordination Unit at Garanti
Faktoring aims to deliver the right
products to the right customers
through the right channels at the
right time, in line with customer
segmentation and profitability
models.

The Sales, Marketing and
Coordination Unit is charged with
formulating and implementing
marketing strategies and tactical
marketing plans geared toward
target customer segments. The
Unit revises these plans whenever
necessary, shares them with regional
offices, monitors implementation,
and resolves any issues at may
arise.

New system designs

In 2018, Garanti Faktoring plans to
develop new systems desiged to
boost the number and volume of
transactions, particularly in the SME
segment. Additionally, the Company
aims to play a more active role and
maintain its leader position in the
market share of correspondent
guaranteed import-factoring
transactions related to the overseas
operations of its customers.

Garanti Faktoring also plans to
continue making capital investments
in systems infrastructure and human
resources in 2018. The Company
targets improving operational
efficiency while striving to realize its
set performance objectives.



Corporate Sales
and Structured
Products

A pioneer among factoring
companies in terms of product
advisory and development, Garanti
Factoring designs specialized
products and solutions for
enterprises with its robust and
experienced workforce. Thanks

to the innovative products it
develops, Garanti Factoring stands
out among the competition

and creates added value for its
customers.

In 2017, the Corporate Sales and
Structured Products Unit further
expanded the reach and scope
of innovative products in both
domestic and international
transactions within this
perspective.

Collection Guarantee Broadened
its Portfolio

As in previous years, the Collection
Guarantee offering, which Garanti
Faktoring added to its product
portfolio in 2013, continued to
generate huge demand in 2017.
Therefore, the Company focused
its efforts on this product while
adding new export products to its
portfolio.
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Domestic and export applications as
well as import applications will be
included in the system in 2018. The
scope of the current work system
will be further expanded with import
applications.

The Company also continued to
make progress and focus on new
products in the areas of Supplier
Financing and Commercial
Collection Management.

Technology investments and related
systemic developments in Supplier
Finance in 2017 will continue into
2018.

As part of Commercial Collection
Management, work started on

Net Recommendation Score

and Customer Satisfaction
measurements in 2017. These efforts
will continue in 2018.
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OBJECTIVES IN 2017

Corporate Sales
and Structured
Products

The Product Management and
Business Development

The Unit is primarily responsible
for developing new products

and business partnerships

in accordance with factoring
legislation, while improving the
effectiveness of existing products
and executing marketing activities
to promote new products.

In 2017, the Company further
improved and expanded the scope
of its existing product portfolio
and launched new products.

In a project launched jointly

by the Association of Financial
Institutions (“FKB") and Turk
Eximbank in 2015, factoring
companies began to offer
affordable financing to exporters,
provided by Eximbank. This
collaboration was further
expanded in 2016 to include
financing for receivables secured

under Eximbank’s credit insurance.

Applications accepted through the
new website

In 2017, the Company stepped up
its social media activity to support
customer communications. To

this end, the Company’s website
was redesigned to serve as an
application channel.

Customer products are displayed on
the internet branch.

2018 will be the year of innovations
in digitalization.



International
Sales and
Marketing

The Client and Correspondent
Relations Unit continued to
make a difference with an

expert team that expanded the
correspondent network into

new markets. The Unit delivers
tailored solutions to clients by
cooperating with correspondent
factoring companies based on

a wide product range thanks to
strong relationship management,
providing top quality services to
clients in their foreign operations
with an innovative and customer
oriented approach.

Boasting the most extensive
branch network among bank
subsidiary companies, Garanti
Faktoring expanded its export
factoring customer base
significantly in 2017, compared
to previous years in FCl data.
The Company also increased its
market share of correspondent
guaranteed export-factoring
turnover to 31.77%.

Export factoring volume was
boosted to US$ 2 billion in 2017
Garanti Faktoring guarantees
faster, easier and more reliable
forward cash against goods sales
to its customers by capitalizing on
the wide correspondent network
of Factors Chain International
(“FCI"), the world’s largest factoring
network consisting of more than
400 members in 90 countries.
Providing affordable financing for
its clients’ foreign receivables,
Garanti Faktoring boosted its
export factoring volume to USS 2
billion in 2017.
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The world’s best for the second
year in a row

Thanks to its high quality services,
innovative products and remarkable
achievements, Garanti Faktoring
was voted the “World's Best Export
Factoring Company” for three years
in a row. Based on the evaluation
conducted by Factors Chain
International (“FCI"), the world's
largest factoring network with more
than 400 members across the globe,
Garanti Faktoring earned a score

of “100%" on all the evaluation
criteria—including service quality,
correspondent network, and export
transaction volume—to become the
top scorer in the history of FCl and
the world’s best in 2015, 2016 and 2017.

Garanti Faktoring accelerated efforts
to ensure continued success, and
made capital investments in systems
infrastructure throughout 2017.
Knowing the important role that a
highly qualified staff plays in export
and import factoring transactions,
the Company sent employees to
overseas training programs and
encouraged them to participate in
international certification exams.

In 2018, Garanti Faktoring plans to
maintain the growth momentum

it has achieved in correspondent
guaranteed export and import
factoring, increase the number

of customers across the country,
particularly in the export segment,
conduct more customer and

branch visits to stay in close
contact with customers, and to visit
correspondent companies to further
improve correspondent relations.
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Credits Allocation
and Intelligence

The Credits Allocation and
Intelligence Unit is responsible
for performing credit analysis

on sellers and buyers in keeping
with the Company’s credit policy.
While conducting these analyses,
the Unit assesses economic
trends, the general state of the
industries in which customers
operate, and market conditions,
in addition to individual customer
information. All necessary credit
and intelligence analyses are
performed within the credit
process in order to determine
the credibility of sellers and
buyers, and to make decisions
based on the findings. Following
the allocation of credit, the Unit
also provides credit management
services.

In credit worthiness analysis, the
Company continued its effective
loan management through a
buyer and/or seller-based credit
allocation approach in 2017.

In 2018, system and infrastructure
studies will continue to boost
the efficiency of existing limit
allocation applications for SMEs.

Intelligence Unit

In 2017, systematic reports aimed
at developing early warning
procedures were produced on a
daily/weekly/monthly basis. These
reports started being shared with
the units concerned.

Designs for one of the Unit's most
important efforts - the Drawer
Rating Project — were completed and
subsequently approved by senior
management. The initiative awaits
implementation in line with the
Company’s project schedule.

Especially in the second half of

the year, the Turkish government
injected funds into the economy

via KGF and KOSGEB loans. The first
positive effects of this stimulus were
felt in terms of an improvement in
bad checks. The percentage of bad
checks fell to 2.3% in 2017 (versus
3.7% in 2016), while the Company’s
bad check percentage was only 0.3%,
well below the nationwide average.



Financial
Institutions

Garanti Faktoring's relationships
with domestic and international
banks. It continues to successfully
manage the Company'’s
relationships with banks based

in Turkey as well as in Europe,
North America, and Central Asia,
thanks to Garanti Faktoring's
powerful relationship management
capabilities.

The Financial Institutions Unit
also manages the relationship
with the global credit rating
agency Fitch Ratings, and carries
out activities to improve Garanti
Faktoring's recognition and raise
the Company’s profile abroad.

Diversification of funding sources
Garanti Factoring, well-known
internationally for its strong
relationship management skills,
continued efforts to diversify its
sustainable funding sources in
2017.

In 2016, Garanti Faktoring further
diversified its sustainable funding
resources. Focusing on factoring
facilities of domestic and overseas
trade to meet customer needs,
the Company has deepened

its relationships with partner
banks and obtained financing for
customers under favorable terms.
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During the year, Garanti Faktoring
maintained the number of its
partner banks and deepened the
realations, also provided the base
to fund its balance sheet under
the most favorable terms and
conditions possible. To that end,
the Company collaborated with
foreign banks, in particular, in the
area of international trade finance,
further deepening and bolstering its
relationships with creditors.

In the coming period, the Company
plans to strengthen its collaboration
with banks in the area of foreign
trade finance, and particularly with
Europe-based banks.

In 2018, Garanti Faktoring aims to
cooperate closely with the Treasury
Unit to diversify the portfolio of
domestic bond investors and to
further strengthen its relationship
with local banks.
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OPERATIONS AND
OBJECTIVES IN 2017

Treasury

The Turkish lira-denominated bond
issuance program has significantly
contributed to Garanti Faktoring’s asset-
liability management practices in 2017.

The Treasury Unit meets the
funding needs and manages the
cash flow of Garanti Faktoring.

In addition, the Unit manages

the liquidity risk and maturity

risk by setting the Company's
interest rates in order to maximize
balance sheet net margins and
minimize fluctuations. It makes
necessary transactions in the spot
or derivatives markets by closely
monitoring market conditions

and making required analyses.
The Treasury Unit also manages
the Company’s relations with
banks. The Unit's main objective
is to increase Garanti Faktoring's
profitability by closely monitoring
capital and financial markets.

The Treasury Unit's main objective
is to increase the Company’s
profitability by closely monitoring
capital and financial markets. The
Turkish lira-denominated bond
issuance program, which started in
2013, has significantly contributed
to Garanti Faktoring's asset-
liability management practices in
2017.

Amortized bonds with total
nominal value of TL 1,215 million

In 2017, Garanti Faktoring issued
discount bonds with a six-month
maturity and total nominal value of
TL 1,230 million offered exclusively
to qualified investors via private
placement. The Company also
amortized bonds with a total
nominal value of TL 946 million.

Despite a volatile interest and
foreign currency exchange rate
environment, the Company plans to
pursue its current business strategy
and prioritize bond issues in 2018
as well.



Operations and
Legislation

The Operations and Legislation
Unit ensures that all transactions
are performed properly and timely
in accordance with applicable
laws, regulations, and international
factoring rules and pursuant to
Garanti Faktoring's policies and
procedures. In addition, the Unit
provides effective solutions to
problems caused by the nature of
transactions, and offers legislative
and regulatory consultancy
services to sales teams and

other units in line with their
responsibilities.

The Operations and Legislation
Unit structured some project
based transactions, continued to
ensure conformity of factoring
practices with legislative and
regulatory requirements, and
clarified the standards by receiving
the opinion of authorities while
taking a primary role in the sector
for uncertainties in 2017.
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40,188 Credit Allocations

In 2017, the Operations Unit
conducted 40,188 credit allocations
and processed a total of 539,837
invoices.

During the year, the Operations and
Legislation Unit boosted operational
efficiency and ensured legal and
regulatory compliance. Thanks to
ongoing system improvements

and training support across the
organization, the Unit gained more
experience. It also ensured the
completion of transactions within
standard periods and quality levels,
and with minimal operational risk,
especially in a high risk period.

Internal Training Programs

The Operations and Legislation Unit
voluntarily contributes to internal
training and industry-based training
programs. In addition to technology-
related capital investments,
investment in human capital will
also continue in 2018 with training
programs for all the Company’s
units.
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OPERATIONS AND
OBJECTIVES IN 2017

Human Resources
and Training

Garanti Faktoring considers

employees its most valuable asset.

Always aiming high for leadership,
Garanti Faktoring maintains a
stable structure by continuously
investing in employees and
improving corporate human
resource practices under this
vision.

Always aiming to be the sector
leader, Garanti Factoring
understands that the main
component underlying stable
growth is a highly qualified,
dynamic workforce that makes

a difference. To this end, the
Company continues to invest in its
employees, and hones its human
resources practices day after day.

Garanti Factoring boasts a highly
qualified and dynamic workforce
that makes a difference. At end-
2017, the Company employed 156
personnel.

2,781 hours of training

Garanti Faktoring provides

its employees with training
programs to help them improve
their technical and professional
knowledge as well as personal
skills. In 2017, the Company
organized more than 250
classroom and on-the-job training
courses on 55 different topics,
delivering 2,781 hours of training
in total. Each employee on average
received 17 hours of training for
the year.

Aiming to meet the training
needs of employees in a fast

and convenient way, Garanti
Faktoring also provided 46
different e-learning courses in
2017. Additionally, staff members
participated in eight different
conferences and seminars related
to their respective areas of
expertise.

Training programs organized

in 2017 included technical and
professional courses, such as
Advanced Excel, Access, Recent
Economic Developments,
Obligations Law, Commercial Law,
and Financial Mathematics among
others. Personal development
courses offered included Stress
Management, Coaching Skills,
Speed Reading Techniques,
Persuasion and Conflict
Management, Results Orientation,
Advanced Presentation Skills,
Personal Leadership Skills, Creative
Drama in Communications, Proper
and Effective Speaking, Self-
Motivation, Analytical Thinking and
Decision Making.

Occupational Health and Safety
Training

Under the Company’s occupational
health and safety training
programs, 63 employees
attended the in-class training
course on Basic Occupational
Health and Safety & Emergency
in 2017. In addition to basic
training programs, one employee
completed First-Aid Certification
Training.



All new employees completed

the e-learning course on Anti-
Money Laundering and Combatting
the Financing of Terrorism. In
addition to this training, some
other e-learning cources were also
provided to the employees such as
Information Security, Data Sharing
Process, Ethic and Rightness
Principles and for the related
departments Volcker Rule.

As in previous years, the
training programs FCl were
included in Garanti Faktoring's
training catalogue in 2017.

The Company also keeps
rewarding the employees who
successfully completed these
certification programs. The
Company participated in the
aforementioned training seminars,
as well as training programs by
the Banks' Association of Turkey
and the Association of Financial
Institutions during the year.

Career maps

In line with the human resources
policy, Garanti Faktoring aims to
cultivate future managers by giving
priority to promoting from within
the Company. All the promotions
that took place at Garanti Faktoring
in 2017 used internal candidates
from among the Company’s own
staff.

To this end, the Company created
Career Roadmaps based on
objective and transparent criteria
to determine the appropriate
career paths for employees that
match their skills, experience,
expectations, and goals. Since that
time, these roadmaps have guided
employees on their individual
career paths.

The Company conducts
performance assessments online,
twice a year for Head Office
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employees and once a year for
sales teams, via the e-performance
appraisal system.

Rewarding 18 Employees

The purpose of the recognition
program is to reward employees
who “make a difference”, in line with
the Company’s goals and strategies,
in selected categories, and to create
awareness of excellence across the
organization. In 2017, 18 employees
received awards in various
categories.

With the Foreign Language
Proficiency Bonus, Garanti Faktoring
aims to motivate its personnel to
improve their foreign language
skills. This bonus is available to all
employees up to the management
levels. The Company pays the exam
fees for staff members who take
and pass the proficiency test.

Distribution of Employees by Gender (%)

Male 42
Female 58
Average Age of Employees (YEARS)

Male 36
Female 35
Education Level

Primary School 1
High School M
Associate Degree M
Bachelor's Degree 107
Master's Degree 25
Doctoral Degree 1
In-class and on-the-job training provided to employees (hours)

Per person 17
Total 2,781







TOLGA NEBIL / DIRECTOR GAMZE AYDIN / CUSTOMER SERVICES REPRESENTATIVE
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SIGNIFICANT
IMPROVEMENTS IN
COMPANY OPERATIONS

Research and
Development

In 2017, Garanti Factoring implemented
various projects to improve internal
business processes and comply with the
sector’s functioning of the sector.

In 2017, Garanti Factoring
implemented various projects

to improve internal business
processes and comply with the
sector’s functioning of the sector.
To boost customer satisfaction
and productivity, Garanti Factoring
aims to develop its organizational
structure and business practices
to lay the groundwork for more
productive operations.

Garanti Faktoring conducts
continuous efforts to achieve its
productivity targets and goal of
becoming the industry leader.

In 2017, the Company executed
projects to improve internal
processes and align Garanti BBVA
Group consolidation studies its
operations with industry-wide
practices.

In 2017, Datawarehouse
infrastructure was set up to launch
the DWH project, which aims to
bring together the Garanti Factoring
reporting system under a single
roof and improve work efficiency.
According to plans, the project will
be commissioned in 2018.

The use of the Expenses Menu
began in 2017 in order to ensure
that all transactions related to
operating expenses are executed
and monitored in line with
approved processes. In addition,
systematic improvements were
made to provide and report data
for the IFRS9 - Expected Credit Loss
Provisions Model.



Investments
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During the 2017 accounting period, Garanti Faktoring:

Purchased tangible assets amounting to TL 430 thousand and
intangible assets (software) amounting to TL 3,620 thousand.

-
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SIGNIFICANT
IMPROVEMENTS IN
COMPANY OPERATIONS

Risk Management
Policies

Financial Risk Management
Objectives and Policies

The purpose of the Garanti
Faktoring’s risk management
strategy is to ensure the optimal
allocation of the Company'’s
capital by respecting a risk-benefit
balance and guarantee growth
according to this balance while
measuring the risks that endanger
the Company’s business activities,
within the framework of Garanti
Group policies and practices.

Garanti Faktoring’s fundamental
approach to risk management
includes defining and analyzing
risks according to the volume,
type and complexity of the
Company’s business activities;
ensuring compliance with local
and international laws, rules

and regulations; maintaining the
enterprise’s financial strength by
monitoring and controlling the
risks in order to limit possible
negative market conditions

on the capital and gains; and
creating a risk culture all across
the Company by establishing risk
transparency and awareness.

As part of risk management
efforts, Garanti Factoring reviewed
its risk management models and
organization as a whole in 2017.
Existing policies were revised

in light of changing economic
conditions, risk appetite and
institutional practices, with new
policies developed as needed.
Early warning limits, necessary
actions, and upper limits were
reviewed in terms of liquidity,

exchange rate and interest rate
risks; all limits and actions were
included in the policies.

A Risk Management Committee
was established for monitoring
the designated policies and action
plans. Members of the Committee
were selected and its working
principles were determined.

Credit Risk

Garanti Faktoring is subject to
credit risk because of factoring
transactions. The Company has

a defined credit policy whereas
credit risk management is mostly
based on allocation and pre-
monitoring processes and credit
risks are constantly monitored.

Companies that lack credit
allocation criteria cannot start a
credit relationship with Garanti
Faktoring. The Credit Committee
regularly meets and all credit
requests are considered on

their own individual merit.

Early warning systems are also
introduced for the supervision of
allocated credits and necessary
studies and customer credibility
measurements are performed for
certain customers. The Company
has subcommittees in charge

of credit processes and NPL
management to ensure effective
monitoring of credit risk.



Market Risk

Garanti Faktoring uses hedging
instruments in accordance with
changing market conditions;
meanwhile, market risks

are managed via derivative
transactions and risk avoiding
positions in line with risk appetite
limits approved by the Board of
Directors. Factoring receivables
as well as cash flow and liquidity
risks are managed by monitoring
maturities of bank credits and
deposit accounts.

Liquidity Risk

Liquidity risk is managed in
conformity with the established
risk management policies in order
to ensure that measures are
taken, as needed, on a timely and
appropriate basis against possible
liquidity squeezes that might
result from market conditions and
the balance sheet structure.

The Company’s liquidity
management policy anticipates
a certain liquidity gap that is
sufficient to ensure the ability
to sustain actual funding; utilize
investment opportunities; meet
credit obligations; and deal with
possible liquidity squeezes. The
Company'’s funding base relies
on credit utilization transactions
with banks and bond issuance.
The required diversification of
assets and liabilities is maintained
to fulfill payment obligations
without interruption considering
relevant currencies. For Turkish
lira and foreign currency liquidity
management, Garanti Faktoring
monitors its cash flow in relation
to assets and liabilities and
estimates the Company’s future
liquidity needs.

Operational Risk

The Internal Audit Unit regularly
supervises proper functioning of
the Company’s internal control
system and the efficiency of
controls used for operational risks.

Systems controls, controls
performed by the employees

in ordinary work processes,
organizational structure,
allocation of authorizations and
responsibilities, which all together
make up the Company'’s internal
control system, as well as the
control environment related to
the general risk management
approach, are evaluated.

Systematic or procedural limits
are applied to enhance the control
environment on activity fields.
These limits are set by the Board
of Directors to limit operational
risks taking into account the
importance of the work for the
Company, the risk involved and
the size of the possible loss, and
the qualifications of the employee
in charge of the transaction. These
limits are evaluated periodically
and updated in accordance with
needs.

Policies and procedures related to
business continuity management
under extraordinary circumstances
were formulated and made
available. This effort allows the
Company to continue protecting
its corporate reputation, fulfilling
legal obligations and meeting
customer needs even under
adverse conditions.
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Reputation Risk

The Human Resources and
Internal Audit Unit define the
ethical principles that regulate
the conduct of Company
employees and work relations,
and monitors the compliance
thereof. The Company avoids any
transaction and activity that may
pose a reputation risk in the eye
of the authorities, customers
and other market players, and
acts with the utmost care for the
benefit of society, environment
and humanity. The Company
carries out all transactions and
activities in full compliance with
applicable laws and regulations,
Corporate Governance Principles
as well as social, ethical and
environmental values and
principles.

Compliance with the Company's
social media policy, which

was developed by taking

into consideration the rising
importance of social media and
its effects on enterprises, is
overseen by the relevant unit.
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SIGNIFICANT
IMPROVEMENTS IN
COMPANY OPERATIONS

Assessment of the
Internal Control,
Internal Audit and
Risk Management
Systems by the
Audit Committee

The Company’s fundamental and
essential principles include risk-
focused audit; active supervision
by the Board of Directors and
Senior Management; establishing
and monitoring appropriate
Company policies; measuring,
assessing and reporting risks in
a timely, accurate and impartial
manner, and the establishment of
a sufficient and effective internal
control system.

In this regard, the Internal Audit
Unit performed audits and
controls on the performance
and efficiency of the Company's
internal control and risk
management systems within
the scope of the 2017 audit plan
approved by Board of Directors.
The Unit also provided consulting,
and carried out inquiries
whenever necessary.

The Internal Audit Unit aims to
assess the risks that threaten the
Company’s corporate governance
processes, operations and
information systems, considering
at the same time the realization
of corporate strategic targets,

reliability and accuracy of financial

and operational information,

Ali Coskun
Member of Board of Directors
Member of Audit Committee

effectiveness and efficiency of
activities and programs, protection
of assets as well as compliance
with laws and internal regulations.
In parallel, the Internal Control
Unit conducted control activities
related to the effectiveness of
internal control systems under
the 2017 control plan approved by
the Board of Directors. The Unit
regularly reported the results

it obtained to the Company's
senior management and Audit
Committee.

In 2017, the Audit Committee and
the Board of Directors supervised
the sufficiency and efficiency of
internal control, risk management
and internal audit systems as well
as the operation of these systems
with accounting and reporting
systems within the framework of
applicable regulations. In 2018,
the Audit Committee and the
Board of Directors will continue
to supervise the sufficiency and
efficiency of risk management and
internal audit systems in line with
Company strategies and activities.

Serhat Yanik
Member of Board of Directors
Member of Audit Committee



Information on

Direct and Indirect

Subsidiaries and
Respective Share
Ratios

Information on
Acquired Shares

Information on
Private Audit and
Public Audit

Lawsuits Filed
Against Garanti
Faktorng A.S.

Information on
Administrative or
Legal Penalties
Imposed on
Garanti Faktoring
A.S. and/or Board
Members
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Garanti Faktoring A.S. has neither direct or indirect subsidiaries nor any
respective share ratios as of December 31, 2017.

As of December 31, 2017, Garanti Faktoring A.S. has not acquired any of its
own shares.

The Company did not undergo any private audits in 2017.

During fiscal year 2017, there were no lawsuits brought against Garanti
Factoring that may affect the financial position and operations of the
Company. Administrative or Judicial Sanctions Imposed on Garanti
Factoring or its Board Members.

During fiscal year 2017, there were no lawsuits brought against Garanti
Factoring that may affect the financial position and operations of the
Company. Administrative or Judicial Sanctions Imposed on Garanti
Factoring or its Board Members.
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SIGNIFICANT
IMPROVEMENTS IN
COMPANY OPERATIONS

Previous Period
Budget and
Performance
Assessment

As the sector grew, Garanti Factoring's share within the sector became
8.2% for receivables and 10.4% for turnover.

As the industry’s total shareholders’ equity increased 8.4% over 2016,
Garanti Faktoring achieved 11.2% growth in shareholders’ equity during
the year.

In 2017, the assets grew by 191% and increased from TL 2.8 billion to TL
3.5 billion compared to the previous year. Regarding the 2017 balance
sheet details, financial inclusion was taken as basis, and the risk on
average was increased by 52% in the SME segment while the current
situation was maintained in the other customer segments.

As of 2017 yearend, the non-performing loans (NPL) coverage ratio was
79.3% while the NPL ratio was 2.76% with a positive score of 0.7 points
compared to the sector.

In spite of the increasing cost of interest rates under the market
conditions, Garanti Factoring increased its funding diversity, lowering its
funding costs and maintaining its balance sheet spreads.
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Assets (TL million) 2016 2017
Liquid Assets and Banks 10 19
Factoring Receivables 2,835 3,360
Other 54 73
Total Assets 2,899 3,452
LIABILITIES 2016 2017
Funds Borrowed 2149 2149
Bond Issuance 504 796
Other 61 24
Shareholder's Equity 185 213
Total Liabilities 2,899 3,452
Net Profit (Thousand TL) 2016 2017
Net Interest Income 25174 27,402
Other Income 73,487 43,397
Operating Expenses 78,945 43196
Net Profit 19,716 27,603
Garanti
Growth Rate Faktoring SECTOR
Average Assets 1.7 209
Average Factoring Receivables 3.0 22,0
Average Equity 1.2 8.4
NPL Ratio 2,76 3.5
Number of Total Factoring Employees -4.9 13
Garanti Faktoring Market Shares (%) 2017 2017
Average Assets 9.4 79
Average Factoring Receivables 9.7 8.2
Total Factoring Turnover 1.4 10.4
Average Equity 3.7 3.8
Profitability Ratios (%) 2016 2017
Average Return on Assets 0.7 0.96
Average Return on Equity 11.0 13.60
Operating Income/Average Assets 9.0 10.4
Operating Expense/Average Assets 1.6 1.6
Net Interest Margin 13 13
Coverage Ratio 7730 79.3




SIGNIFICANT
IMPROVEMENTS IN

COMPANY OPERATIONS

Donations and
Assistance in
2017 - Social
Responsibility
Projects
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Garanti Faktoring A.S. can make
donations and aid to foundations,
associations, schools, universities
and similar organizations with
social missions, provided that it
complies with Capital Markets
Board regulations.

The Company’s Donations and
Assistance Policy was approved

at the Extraordinary General
Assembly Meeting held on January
14,2013 and published on the
website www.garantifactoring.
com, under the section “Investor
Relations, Corporate Governance.”

The Company draws up its
donation and aid policy and
submits it for the approval of the
General Assembly. Shareholders
are then briefed at the General
Assembly Meeting under a
separate agenda item on the
total amount and respective
beneficiaries of all donations
and aid made during the period
pursuant to the policy approved
by the General Assembly as well
as any changes to the policy.

The Company keeps the size of
donations and aid at a minimum
level since its fundamental
purpose is to ensure high income
received by its investors and
shareholders.

Donations totaling TL 67,855

In 2017, Garanti Faktoring
donated TL 33,000 to Community
Volunteers Foundation; TL 22,750
to KACUV, TL 5,000 to Hayata
Bagis Dernegi (Donate Life); TL
905 to the Turkish Educational
Foundation; and TL 4,500 to Nihad
Sayar Education Foundation; TL
1,700 to Private Sector Valonteers.
The Company’s donations totaled
TL 67,855 for the year.

Scholarships to 12 students
Garanti Faktoring provided
scholarships to 12 students
through the Garanti Faktoring
Scholarship Fund constituted
under the Community Volunteers
Foundation.

CO-OP Project

Under the eigth edition of
Bahcesehir University’'s CO-OP
project, “Garanti Faktoring: The
World of Receivable Finance”
classes continued during spring
semester 2017. The Company's
managers delivered 24 hours of
classroom training on the sector
to the students of Bahgesehir
University for a total of nine weeks
during the spring term. Further,
students also actively participated
in the customer visits over the
course of one week. As in previous
years, students showed great
interest in the program in 2017.



Under the eigth
edition of Bahgesehir
University’s CO-OP
project, “Garanti
Faktoring: The World
of Receivable Finance”
classes continued
during spring semester
2017.
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Private Sector Volunteers
Foundation’s School-Friendly
Program - Vocational High School
Coaches

Garanti Factoring’s corporate
volunteers received training in
basic coaching skills and joined

a personal development program
for student groups at Mehmet

Ali Buylkhanli Vocational and
Technical Anatolian High School.
The volunteers will share their
industry experience with students
at the school.

KACUV Philanthropy Run and
Birthday Celebration

Garanti Factoring's corporate
volunteers joined the istanbul
Marathon to give their support to

KAGUV (Foundation for Hope to
Children with Cancer)’s Second
Family Home Project.

In addition, Company employees
organized a birthday celebration
at a hospital for children being
treated for cancer.

Environmental Practices

As in previous years, Garanti
Faktoring preferred to print

its agendas and calendars on
100% recycled paper to support
sustainable development. Used
paper, plastic bottle caps and
plastic courier packages are
collected within the Company for
recycling purposes.
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SIGNIFICANT
IMPROVEMENTS IN
COMPANY OPERATIONS

Information on
Group Companies

Amendments to
The Articles of
Association

Transactions realized with the parent company and its subsidiaries are
ordinary commercial activities; there is no transaction, or any measure
taken or avoided in favor of the holding company or its subsidiaries,
with or without the direction of the parent company.

No counter action or measures became necessary or avoided since there
was no legal proceeding started thereof, and thus no damage occurred

regarding this issue.

In accordance with the Capital Markets Board Communiqué on Principles
Regarding the Registered Capital System, the Capital Markets Board's
permit dated December 21, 2016 and numbered 29833736-110.03.02-
E13738, and the Ministry of Customs and Trade General Directorate

of Domestic Trade's permit dated December 27, 2016 and numbered
50035491-431.02-E-00021345721; at the Ordinary General Assembly 2016,
dated April 18, 2017, the Registered Capital Ceiling period specified in
Article 6 of the Company’s Articles of Association was extended until the
end of 2020, and Article 6 of the Articles of Association was amended to

reflect the change.

OLD VERSION

REGISTERED CAPITAL:

Article 6: The Company has
adopted the registered capital
system within the framework

of the Capital Market Law and
under the Capital Markets Board’s
permission numbered 709, dated
October 8, 1993. The Company'’s
registered capital amounts to TL
175,000,000, which is divided into
17500,000,000 shares, each with a
nominal value of 1.-Kr.

The permission for the registered
capital ceiling that was granted
by the Capital Markets Board is
valid for the period 2012-2016
(five years). Even if the permitted
registered capital ceiling has not
been reached as of the end of
2016, in order for the Board of
Directors to adopt a resolution
regarding the capital increase, it is
mandatory to obtain permission

NEW VERSION

REGISTERED CAPITAL:

Article 6: The Company has
adopted the registered capital
system within the framework

of the Capital Market Law and
under the Capital Markets Board’s
permission numbered 709, dated
October 8, 1993. The Company’s
registered capital amounts to TL
175,000,000, which is divided into
17500,000,000 shares, each with a
nominal value of 1.-Kr.

The permission for the registered
capital ceiling that was granted by
the Capital Markets Board is valid
for the period 2016-2020 (5 years).
Even if the permitted registered
capital ceiling has not been
reached as of the end of 2020, in
order for the Board of Directors to
adopt a resolution regarding the
capital increase, it is mandatory to
obtain permission from the



OLD VERSION

REGISTERED CAPITAL:

from the Capital Markets

Board for the ceiling that was
previously permitted or for a new
ceiling amount, and to receive
authorization from the General
Assembly for a new time period.
If such authorization cannot be
obtained, it shall be deemed that
the Company has been excluded
from the registered capital system.

The Board of Directors is authorized
to raise the issued capital up to the
registered capital ceiling by issuing
new shares, whenever it deems
necessary, between the years

of 2012 and 2016, in accordance
with the provisions of the Capital
Market Law. The Board of Directors
is also authorized to restrict the
rights of privileged shareholders,
to limit the preemptive rights of
shareholders to obtain new shares,
and to issue new shares at a price
lower than the premium or nominal
value. The authority to restrict the
preemptive rights to obtain new
shares shall not be exercised in

a manner leading to inequality
among shareholders. The Board

of Directors is authorized, without
being bound by the provisions

of the Turkish Commercial Code
pertaining to capital increase, to
raise the issued capital up to the
registered capital ceiling by issuing
bearer shares.

The Company’s issued capital
of TL 79,500,000 (Seventy-nine
million, five hundred thousand
Turkish lira) has been divided
into 7,950,000,000 shares each
with a nominal value of 1.-Kr
(One kurus); of these shares,
£4,004,242,898.779 are Class A
shares and 3,945,757101.221 are
(Class B) registered shares.
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NEW VERSION

REGISTERED CAPITAL:

Capital Markets Board for the
ceiling that was previously
permitted or for a new ceiling
amount, and to receive
authorization from the General
Assembly for a new time period.
If such authorization cannot be
obtained, the Company cannot
raise the capital with a Board of
Directors’ resolution.

The Board of Directors is authorized
to raise the issued capital up to the
registered capital ceiling by issuing
new shares, whenever it deems
necessary, between the years

of 2016 and 2020, in accordance
with the provisions of the Capital
Market Law. The Board of Directors
is also authorized to restrict the
rights of privileged shareholders,
to limit the preemptive rights of
shareholders to obtain new shares,
and to issue new shares at a price
lower than the premium or nominal
value. The authority to restrict the
preemptive rights to obtain new
shares shall not be exercised in

a manner leading to inequality
among shareholders. The Board

of Directors is authorized, without
being bound by the provisions

of the Turkish Commercial Code
pertaining to capital increase, to
raise the issued capital up to the
registered capital ceiling by issuing
bearer shares.

The Company's issued capital
of TL 79,500,000 (Seventy-nine
million, five hundred thousand
Turkish lira) has been divided
into 7,950,000,000 shares each
with a nominal value of 1.-Kr
(One kurus); of these shares,
£4,004,242,898.779 are Class A
shares and 3,945,757101.221 are
(Class B) registered shares.
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SIGNIFICANT
IMPROVEMENTS IN
COMPANY OPERATIONS

OLD VERSION
Amend ments to REGISTERED CAPITAL:
The Articles of As per Law No: 5274 regarding
.. Amendments to the Turkish
Association Commercial Code, the nominal

value of shares was changed

from TL 1,000 to 1 Ykr. Due to this
amendment, the total number of
shares has decreased:; therefore,
each 10 former shares having a
former par value of 1,000.-- TL shall
be replaced by one share having a
par value of 1 (Yeni/New) Kurus. This
amendment in and of the nominal/
par values of shares has been made
without prejudice to the existing
rights of the shareholders arising
out of the shares they currently
hold so that all their existing rights
are reserved. Shares representing
the capital are monitored on

a registered basis pursuant to
registration principles.

While the nominal values of shares
have been changed to 1 Yeni (New)
Kurus per share, as per Law No:
5274 regarding Amendments to the
Turkish Commercial Code, the term
“Yeni (New)” was removed from the
currency denominations “Yeni Turk
Lirasi (New Turkish Lira)” and “Yeni
Kurus (New Kurus)” as per Decree
No: 2007/11963 of the Council of
Ministers on April 4, 2007, and
thereby, these were amended as
“Turkish Lira” and “Kurus.

The issued capital has been fully
paid up in cash. The Board of
Directors is authorized to issue
shares of all classes, privileged
shares, at a price either below

or above the nominal value;

to limit the preemptive rights

of shareholders to obtain new
shares; and to restrict the rights of
privileged shareholders.

NEW VERSION

REGISTERED CAPITAL:

As per Law No: 5274 regarding
Amendments to the Turkish
Commercial Code, the nominal
value of shares was changed

from TL 1,000 to 1 Ykr. Due to this
amendment, the total number of
shares has decreased; therefore,
each 10 former shares having a
former par value of 1,000.-- TL shall
be replaced by one share having a
par value of 1 (Yeni/New) Kurus. This
amendment in and of the nominal/
par values of shares has been made
without prejudice to the existing
rights of the shareholders arising
out of the shares they currently
hold so that all their existing rights
are reserved. Shares representing
the capital are monitored on

a registered basis pursuant to
registration principles.

While the nominal values of shares
have been changed to 1 Yeni (New)
Kurus per share, as per Law No:
5274 regarding Amendments to the
Turkish Commercial Code, the term
“Yeni (New)” was removed from the
currency denominations “Yeni Turk
Lirasi (New Turkish Lira)” and “Yeni
Kurus (New Kurus)” as per Decree
No: 2007/11963 of the Council of
Ministers on April 4, 2007, and
thereby, these were amended as
“Turkish Lira” and “Kurus.”

The issued capital has been fully
paid up in cash. The Board of
Directors is authorized to issue
shares of all classes, privileged
shares, at a price either below

or above the nominal value;

to limit the preemptive rights

of shareholders to obtain new
shares; and to restrict the rights of
privileged shareholders.



Regulations
on Factoring
Legislation

An amendment was made to
Article 6, paragraph 4 of the
Regulation on Accounting
Applications and Financial
Statements of Financial Leasing,
Factoring and Financing
Companies, published in the
Official Gazette numbered

30157 and dated August 17, 2017.
According to the amendment, if
there are multiple receivables
independent of each other from a
debtor, and if a special provision
has been set aside for any of
these receivables pursuant to
the provisions of the first and
second paragraphs, then special
provisions of the same proportion
will also have to be set aside for
the other receivables. However,
factoring companies, if there are
multiple receivables independent
of each other from a debtor and
if a special provision has been set
aside for any of these receivables
pursuant to the provisions of

the first and second paragraphs,
can set aside a special provision
according to an assessment on
the basis of receivables rather
than debtors.
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The Regulation’s Article 9/A
entitled “Exceptions” states that
the special and general provision
rates will be taken as 0% for
receivables from public agencies
and companies.

The “Regulation on the
Amendment of the Regulation on
the Procedures and Principles that
Apply in Factoring Transactions”
was published in the Official
Gazette dated October 6, 2017 and
numbered 30202.

The regulation provides
definitions for e-invoice and
e-archive invoice, and states that
e-invoice and e-archive invoice
transactions can be performed
without keeping the image of the
referenced invoices if these are
confirmed by the Turkish Revenue
Administration’s Central Invoice
Registration System.

It was also stipulated that, in
guaranteed export and import
transactions, if the company and
the invoice debtor have signed an
exclusive contract which covers
the invoice or contract provisions
that underpin the commercial
transaction that serves as the
basis for the factoring transaction
and which includes information
on the bill of exchange issued or
endorsed by the invoice debtor in
question, then transactions can
be made by checks or promissory
notes endorsed directly by the
invoice debtor/buyer, without the
endorsement of the seller firm.
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SIGNIFICANT
IMPROVEMENTS IN
COMPANY OPERATIONS

Important
Developments
That Occurred
after the End of
the Operating Year

No developments of special importance took place after the operating
year ended.



Compensation and
Benefits Granted
to Board Members
and Executives
with Management
Responsibility

Garanti Faktoring
A.S. Profit
Distribution Policy
and Information
Regarding Profit
Distribution

ANNUAL REPORT 2017

Salaries and Other Benefits to Board Members and Managers with
Administrative Responsibility is available under the topic “5.6 Financial
Rights” specified in the “Corporate Governance Principles Compliance

Report” section of this report.

Garanti Faktoring A.S. (Company)
Profit distribution Policy was
determined; within the framework
of the Turkish Commercial Code,
Capital Market Law and Capital
Markets Board legislation,
regulations and decisions and
the relevant provisions of the
Tax Procedure Law; and in line
with the Corporate Governance
practices, our Company'’s
strategies and financial plans;
and by considering the economic
situation of the country and the
sector and by maintaining the
delicate balance between our
shareholders’ expectations and
our Company’s requirements.

Our Company determines the
dividend amount, dividend
distribution ratio and dividend
payment method (cash and/or
scrip issue), within the frame work
of the relevant legislation and
Articles of Association provisions
and in line with the General
Assembly decisions.

There are no privileges in our
Company's profit distribution, and
without per diem deduction, profit
is distributed to all shares equally
as of the date of distribution.

Dividends can be paid in equal
or varying installment amounts
provided that a decision is

taken at the General Assembly
Meeting that decided to make a
profit distribution. There are no
regulations in our Company's
Articles of Association stipulating
advanced dividend payments.

In case the Board of Directors
makes a proposal to the General
Assembly not to distribute any
profit, information regarding the
reasons of this situation and the
method to use the non-distributed
profit is included in the agenda
item on profit distribution and is
submitted to the shareholders’
approval at the General Assembly
Meeting. This information is also
publicly announced in the annual
report and on our Company'’s
website.
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SIGNIFICANT
IMPROVEMENTS IN
COMPANY OPERATIONS

Garanti Faktoring
A.S. Profit
Distribution Policy
and Information
Regarding Profit
Distribution

In case an amendment is made
to the profit distribution policy,
the policy will be presented to
the approval of the shareholders
at the General Assembly Meeting,
and the Board of Directors
decision and reasons regarding
this amendment are publicly
announced within the framework
of the regulations of the Capital
Markets Board Communiqué on
“Disclosure of Material Matters” on
the Company’s website.

At the Ordinary General Assembly
Meeting held on April 18, 2017,
taking into consideration

the Company'’s financial
statements for the period
January 1-December 31, 2016,
prepared under Capital Markets
Board (CMB)'s “Communiqué

on the Principles Regarding
Financial Reporting in the

Capital Markets (Series (I1-141),"
and in accordance with Turkish
Accounting Standards/Turkish
Financial Reporting Standards
(TAS/TFRS) and the financial
statement format imposed by
the CMB, and audited by DRT
Bagimsiz Denetim ve Serbest
Muhasebeci Mali Misavirlik A.S.,
the Board of Directors proposed,
in accordance with the principle
of “Determining and Distributing
Profit” in the Company’s Articles
of Association, to set aside the
tax provisions from the 2016 profit
of TL 23,806,744.88 and transfer
the remaining net period profit
of TL 19,715,54416 to the legal

and extraordinary profit reserves
account, taking into consideration
the impact of net deferred tax of
TL 7,764,442.80 that was calculated
from the 2016 period profit, and
to keep it within the Company.
The Board of Directors’ proposal
was approved by the General
Assembly.
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H H Garanti Faktoring's related party transactions are specified in footnote
Transactions WIth n.25 of the financial statements of Garanti Faktoring A.S. as of the 31t of

Related Parties December 2017 on page 142.




SPECIAL JURY
PRIZE

For the third year

In a row, FClI named
us the “World's Best
Export Factoring
Company.”
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SECTION 1 - CORPORATE
Corporate GOVERNANCE PRINCIPLES
Governance COMPLIANCE STATEMENT
Compliance Garanti Faktoring A.S. (Company)

pursues and practices the
Report Corporate Governance Principles

published by the Capital Markets
Board (CMB) Our Company has
adopted full compliance with the
Corporate Governance Principles
stipulated in the Law and has got

a corporate governance approach
based on transparency, equality,
responsibility and accountability.
Our Company complies with the
compulsory Corporate Governance
Principles stipulated in the
Corporate Governance Communiqué
11171 and adopts the principle of
implementing the non-compulsory
Corporate Governance Principles
that would not have impact on our
Company's competitive power, trade
secrets and on the information that
will create opportunity inequalities
between the shareholders and
stakeholders.

As a result of the rating assesment
made for the sixth time this year

in order to register our Company's
practices regarding compliance with
the Corporate Governance Principles,
our Company's Corporate Governance
Rating score for the 19.08.2017-19.08.2018
period rose from “9.26" to “9.32" with a
report issued by Kobirate International
Credit Rating and Corporate Governance
Services Inc. (Kobirate Inc.).

This result indicates; that Garanti
Faktoring complies significantly with

the Corporate Governance Principles
published by the Capital Markets Board,
and that it has established internal
control systems and that these systems
are active, and that it rightfully oversees
shareholders’ rights, and that the public
disclosure and transparency activities
are at carried out at a high level, and
that its rightfully oversees stakeholders’
rights, and that the structure of

the Board of Directors and working
conditions of Garanti Faktoring fully
comply with the Corporate Governance
Principles.

The details of the Corporate Governance Principles rating scores in
major topics are given below in a comparison to the previous period;

August,
16 - August, August,
17 2017 17 - August,
Weight (5t Period 18 2016
Topic Ratio % Revised) (5t Period)
Shareholders 25 92.02 92.70
Public Disclosure & 2 9767 9767

Transparency

Stakeholders 15 90.90 92.93
Board of Directors 35 90.01 90.52

Total

100 92.60 93.21




SECTION 2 - SHAREHOLDERS
2.1 Investor Relations Department
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Within our Company Investor Relations Department’s activities are carried out by the General Accounting Unit.

Authorized persons are listed in the table below:

Name Title

License Number/Type

Phone

E-mail

Mert Ercan

Executive Vice President

- (212) 3655213

mercan@garantifactoring.com

701222 /Corporate
Governance Rating
License, Capital Markets

Activities Level 3 License,

305653/ Derivative
Financial Instruments
License, 602587/Credit

Serap Gakir  Unit Manager Rating License (212) 365 52 18 scakir@garantifactoring.com
Umit Yildiz Supervisor - (212) 3655215 uyildiz@garantifactoring.com
Mige Bal 525739/ Capital Markets

Glngdrmez  Assistant Oficer Activities Level 1 License  (212) 3655221 MGungormez@garantifaktoring.com

Main responsibilities of the

department:

Answering their written and
verbal information requests of
shareholders and investors,
Carrying out relations with
shareholders and investors,
keeping records of the written
and verbal information requests
and documents up-to-date and
secure,

- As per the Capital Markets Board
Communiqué on Material Matters,
fulfilling the obligation making
public disclosure by announcing
the information (that must be
publicly disclosed) via Public
Disclosure Platform (www.kap.gov.
tr) and on www.garantifactoring.
com in the “Yatinmci iliskileri”
section,

Preparing and issuing financial
reports in conformity with

the Capital Markets Board
Communiqué on Capital Markets’
Financial Reporting Principles
(11-14.) published in the Official
Gazette n.28676 (Date: 13th of
September 2013), and announcing
them via Public Disclosure
Platform (www.kap.gov.tr) and

on Company website www.
garantifactoring.com,

-+ To prepare annual and interim

activity reports in accordance
with the principles set out in the
communiqués and regulations
issued by the Capital Markets
Board and the Ministry of
Customs and Trade, to disclose
these reports on the Public
Disclosure Platform (www.kap.
gov.tr) and to publish them on

the corporate website at www.
garantifactoring.com

Preparing and issuing Annual
Reports and interim activity
reports in conformity with the
principles stipulated in the
communiqués and regulations
and announcing them via Public
Disclosure Platform (www.
kap.gov.tr) and on Company
website www.garantifactoring.
com, via “Investor Relations "
webpage structured within the
scope of the Capital Markets
Board's Corporate Governance
Communiqué on the website
www.garantifactoring.com, giving
and updating information to
provide “Bilgi Toplumu Hizmeti”
within the scope of the Ministry
of Customs and Trade Regulation
on Capital Companies’ Websites,
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- Making Company's General
Corporate Assembly Meetings, in compliance
Governance with the Articles of Association
Compliance and Garanti Faktoring A.S.

Internal Directive on General

Report Assembly’s Working Principles
and Procedures,

- To coordinate ratings activities
and relations with rating
companies
Performing Company’s capital
increase transactions and
enabling shareholders &
investors to use rights offering
and scrip issue arising from
capital increase,

Making changes to the Company
Articles of Association in
conformity with the relevant
legislation,

Performing profit distribution
transactions in accordance with
the 26nd Article of the Articles of
Association in case the General
Assembly decides to distribute
profit,

Preparing and revising policies
and procedures within the
scope of Capital Markets Board
Communiqués and other
regulations in order to increase
the Company’s compliance

with the corporate governance
principles.

Keeping track of and reporting
stock price and volume
movements, and presenting
reports,

Presenting reports to Corporate
Governance Committee and Board
of Directors.

2.2 Shareholders’ Right to
Information

Shareholders’ information
requests are evaluated without
making any discrimination among
the shareholders provided that
they do not interfere with trade
secrets and/or company interests
that require protection. Various
information about the Company
is available for shareholders

and investors on the Company’s
website (prepared in Turkish and
English) www.garantifactoring.
com in the “Yatinmei iligkileri”
section and in the “Bilgi Toplumu
Hizmetleri” section.

In these sections, news and
announcements regarding the
Company'’s Corporate Governance
Reports, Financial Reports and
Independent Audit Reports,
Annual Reports, Material Matter
Disclosures, Rating Report,

Rating Reports for Compliance
with Governance Principles and
developments and changes about
the Company are available for

all shareholders’ and investors’
information and use. In order

to enable shareholders to make
written and verbal information
requests GFYatirimcilliskileri@
garantifactoring.com e-mail
address and phone numbers were
made available on the Public
Disclosure Platform, and on the
website www.garantifactoring.com
in “Yatirimcel iliskileri >Kurumsal
Yonetim” page. Shareholders’
right to appoint private auditors
is specified in the 16" Article of



the Articles of Association as;
“Shareholders’ right to appoint
private auditors as stipulated in
the provisions of the legislation,
is reserved.” On January, 1 -
December, 31 2017, shareholders’
made no requests to appoint a
private auditor.

2.3 General Assembly Meetings
General Assembly Meetings

are held in conformity with the
regulations specified in the
Company'’s Articles of Association
and “Garanti Faktoring A.S.
Internal Directive on General
Assembly’s Working Principles
and Procedures” that entered
into effect upon the approval of
the Ordinary General Assembly
Meeting held on 29.03.2016.

Garanti Faktoring made its 2016
Ordinary General Assembly
Meeting on 18.04.2017 at the
Company Headquarters.

Ordinary General Assembly
Meeting was held with the
participation of T. Garanti Bankasi
AS. and Turk ihracat Kredi Bankasi
A.S. (Turkish Export Credit Bank
Inc.) by proxy. The meeting
quorum was 91.62%. Other
shareholders and media did not
attend the meeting.

Ordinary General Assembly
Meetings were held with the
Board of Directors decision.
Within the framework of the legal
timeframe and general provisions
shareholders were informed

about the call for the meeting,
meeting date, meeting location
and agenda items in conformity
with the relevant procedures.
Shareholders and stakeholders
were simultaneously informed
with the disclosure of material
matters made; via Electronic
General Assembly System (EGKS)
and Public Disclosure Platform
(www.kap.gov.tr) and on our
website www.garantifactoring.com.

Before the General Assembly
Meeting, agenda items, power

of attorney sample, informative
document, balance sheet, profit-
loss statements, independent
audit reports and their footnotes,
auditor report, Board of Directors
decision regarding profit
distribution, Annual Report and
decision regarding the election

of the Independent Audit Board,
were prepared and made available
for the review of shareholders in
prior to the meeting date on our
website www.garantifactoring.
com in the “Yatinmci iliskileri”
section and via Electronic General
Assembly System (EGKS).

Simultaneously, it was publicly
announced vie Public Disclosure
Platform (www.kap.gov.tr).
Furthermore, General Assembly
Meeting minutes and attendance
lists were made available for
shareholders’ and stakeholders’
review on our website www.
garantifactoring.com in the
“Yatirimcr iliskileri > Genel Kurul
Toplantilar” section.

ANNUAL REPORT 2017

2.4 Right to Vote and Minority
Rights

T. Garanti Bankasi A.S. and Turk
ihracat Kredi Bankasi AS. shares
do not have any privileges to
make nomination to the Board of
Directors. Garanti Faktoring does
not have any subsidiaries or is
not a subsidiary in a structure
that brings a parent company
relationship. Minority shares

are not represented in the
management.

An amendment to the Articles
of Association, regarding the
exercise of minority rights by
shareholders who hold more
than one-twentieth of the
capital, was approved first by
Board of Directors resolution
dated February 10, 2015 and
numbered 5, and then by the
Ordinary General Assembly
2014 dated April 29, 2015 after
the necessary permits were
received from the relevant legal
authorities.

2.5 Right to Dividend

There are no privileges in profit
sharing. Profit distribution
methods and processes are
stipulated in the Turkish

Code of Commerce, Capital
Markets Board regulations

and Company’s Articles of
Association.

At the end of the activity

period, upon the Board of
Directors’ decision on profit
distribution, the issue is publicly
announced via disclosure of
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material matters (www.kap.gov.
Corporate tr). Board of Directors’ decision
Governance on profit distribution is presented
H to the approval of the General
Compllance Assembly and the dividend
Report amount determined by the

General Assembly is distributed
to the shareholders, within the
timeframe stipulated and within
the framework of the Capital
Markets Board Communiqué on
Dividends (11-191).

Garanti Factoring A.S. Profit
Distribution Policy that was
approved at the 2013 Ordinary
General Assembly Meeting held
on the 171 of April 2014 is publicly
announced to the shareholders
via disclosure of material matters
(www.kap.gov.tr), and under the
Corporate Governance sub-
section of the “Investor Relations”
section on the website www.
garantifactoring.com. The Profit
Distribution Policy is also included
in the annual and interim annual
reports.

Garanti Faktoring A.S. Profit
Distribution Policy

Garanti Faktoring A.S. (Company)
Profit Distribution Policy was
determined; within the framework
of the Turkish Code of Commerce,
Capital Markets Law and Capital
Markets Board’ legislations,

regulations and decisions and
the relevant provisions of the
Tax Procedure Law; and in line
with the Corporate Governance
practices, our Company's
strategies and financial plans;
and by considering the economic
situation of the country and the
sector and by maintaining the
delicate balance between our
shareholders’ expectations and
our Company’s requirements.

Our Company determines the
dividend amount, dividend
distribution ratio and dividend
payment method (cash and/or
scrip issue), within the frame work
of the relevant legislation and
Articles of Association provisions
and in line with the General
Assembly decisions.

There are no privileges in our
Company’s profit distribution, and
without per diem deduction profit
is distributed to all shares equally
as of the date of distribution.

Dividends can be paid in equal
or varying installment amounts
provided that a decision is
taken at the General Assembly
Meeting that decided to make a
profit distribution. There are no
regulations in our Company's



Articles of Association stipulating
advanced dividend payments.

In case the Board of Directors
makes a proposal to the General
Assembly not to distribute any
profit, information regarding the
reasons of this situation and the
method to use the non-distributed
profit is included in the agenda
item on profit distribution and is
submitted to the shareholders’
approval at the General Assembly
Meeting. This information is also
publicly announced in the annual
report and on our Company'’s
website.

In case an amendment is made
to the profit distribution policy,
the policy will be presented to
the approval of the shareholders
at the General Assembly Meeting,
and the Board of Directors
decision and reasons regarding
this amendment are publicly
announced within the frame work
of the regulations of the Capital
Markets Board Communiqué on
Material Matters (11-151) on

the Company website
www.garantifactoring.com.

At the 2016 Ordinary General
Assembly Meeting held on
18.04.2017, the Board of Directors

decision regarding the issue

of setting aside the necessary
amount from the 2016 profit

for tax, and transferring the
remaining profit to the legal and
extraordinary reserve funds to
keep it within the structure of

the Company, was discussed and
approved at the General Assembly.

2.6. Transfer of Shares

As per the provisions of the
Company’s Articles of Association,
group A and B shares registered
shares. Apart from the Group

B registered shares, due to

the fact the shares of other
groups are not publicly traded,

if shareholders wish to transfer
their Group A registered shares,
other shareholders who have
registered shares in those groups
will have the privileged right to
purchase the shares (that will

be transferred) in proportion to
their own shares and at their
current price. For this purpose, the
shareholders who wish to transfer
their shares, must notify the other
shareholders who have registered
shares via notary public. Within
one month after this notification,
if no one among the current
shareholders wishes to purchase
these shares, the shares can be
transferred to third parties upon
the Board of Directors’ decision.
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Publicly traded registered shares
are outside the scope of this
regulation. Company's capital
cannot be less than the amount
specified in the “Financial
Leasing, Factoring and Financing
Companies” Law Act n.6361 (date:
21/11/2012). Acquisition and
transfer of shares are subject to
Banking Regulation and Audit
Board's approval.

SECTION 3 - PUBLIC DISCLOSURE
AND TRANSPARENCY

Our Company’s information
policy entered into effect with
the Board of Directors decision
taken on 16.12.2013 in order to
promptly, completely, accurately,
and comprehensibly inform

its shareholders, investors and
all stakeholders including the
public about all information

and developments regarding
the Company’s activities and
relevant period performance
and future expectations. Within
the frame work of the Capital
Markets Board Communiqué on
Material Matters (11-151)", our
Company'’s information policy
was revised with the Board of
Directors approval (19.08.2014)
and was announced via

Public Disclosure Platform (KAP),
and on the website
www.garantifactoring.com.
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3.1. Corporate Website and Its
Content

Garanti Faktoring's website —
structured within the scope of the
Corporate Governance Principles
in Turkish and English - is at the
web-address
www.garantifactoring.com.

On our Turkish website www.
garantifactoring.com in the
“Investor Relations” section
within the scope of the Corporate
Governance Principles; below
topics are regularly updated and
made available for the information
of the shareholders and public.
Corporate Governance
Shareholders' Structure
Board of Directors
Committees
- Articles of Association
- Trade Registry — MERSIS
Prospectus and Circular
Corporate Governance Principles
Compliance Report
Information Policy
Compensation Policy
Profit Distribution Policy
Donations and Aids Policy
Severance and Notice Payment
Policy
Share Repurchase Policy
Environmental and Social Credit
Policies
Information Regarding Related
Party Transactions
Code of Ethics
Factoring Sectors' Code of Ethics
Independent Auditor
Investor Relations
Financial Reports
- Annual Reports

Related Institutions
Disclosure of material matters
Credit Ratings
General Assembly Meetings
Corporate Governance Principles
Compliance Rating Reports
Bond Issuances are regularly
updated and presented to the
information of the shareholders and
the public.

Within the scope of the relevant
regulation of the Ministry of
Customs and Trade, the issues that
must be published are specified,
and the “Information Society
Services Garanti Factoring A.S.”
section is updated regularly.

3.2. Annual Report

The Company’s annual reports are
prepared and issued in “Turkish”
and “English” in conformity with
the provisions of the Capital
Markets Board Communiqué on
“Corporate Governance Principles”
and Ministry of Customs and
Trade Regulation on “Determining
the Minimum Content of Annual
Reports of the Companies”
published in the Official Gazette
n.28395 (date: 28.08.2012).

Annual reports are presented

to the approval of the Board

of Directors and are publicly
announced via Public Disclosure
Platform (www.kap.gov.tr) and on
the website www.garantifactoring.
com in the “Investor Relations”
section under the topic of “Annual
Reports”.



SECTION 4 - STAKEHOLDERS

4. Informing the Stakeholders
Our Company accepts the
principle of protecting all
stakeholders’ rights with regards
to the activities of the Company
and informing them about the
company policies and procedures.

Garanti Faktoring, regularly
informs the stakeholders via
disclosure of material matters
on Public Disclosure Platform

by sharing on Information
Security portfolio’s corporate
website and with press releases,
social media announcements
and internal announcements.
Stakeholders’ information
requests are answered by the
Executive Vice President in
charge of the Investor Relations
Department and Sales Marketing
and Coordination Department.
Written information requests
sent via company’s website

by using GFYatirimcilliskileri@
garantifactoring.com and
information@garantifactoring.com
e-mail addresses, are answered
within the timeframes stipulated
in the Corporate Governance
Communiqué.

Every year, an assessment of the
Company'’s performance in the
previous year and targets for

the coming year are presented

by the CEO to all employees at
“Vision Meetings.” In addition,

all the procedures, policies and
announcements are published on

the in-house portal to keep staff
informed quickly. Stakeholders can
contact the Corporate Governance
Committee or Audit Committee
through the communication
method of their choice.

Pursuant to Garanti Factoring
Ethics and Integrity Principles
Procedure, Article 31. entitled
Prevention of Conflicts of Interest,
the procedures to be followed

by employees in the event of a
conflict of interest are stated in
the Ethics Notification Hotline
Procedure. When acts are
witnessed contrary to applicable
law and ethical principles,
employees can report the
situation to the Ethics Notification
Hotline via the e-mail address
etikbildirim@garantifactoring.
com or the phone number + (90)
212 286 77 03, both of which are
under the responsibility of the
Compliance Department.

Possible conflicts of interest
between the Company and
suppliers that provide it various
services are avoided through
contractual agreements.

4.2. Stakeholders’ Participation in
the Management

Company affairs and management
is carried out by the Board of
Directors elected by the General
Assembly. There are no efforts
concerning the participation of
stakeholders in management.
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Garanti Faktoring, every year
organizes a General Manager
presentation and vision
meetings with the participation
of all company employees. With
periodical region budget and
performance meetings and
weekly assets/liabilities meetings,
information on Company’s
progress is provided, suggestions
are communicated and
developments are tracked.

4.3. Human Resources Policy
The aim of the Garanti Faktoring
human resources policy is to be
a corporation; (i) that is managed
with the Company’s code of
ethics adopting international
human rights without making
any language, religion, race, and
gender discrimination, and (ii)
where success is rewarded over
transparent and measurable
performance criteria, in a
success and efficiency oriented
environment that is open to
continuous progress, and (iii)
where employees are happy and
everyone is the leader of his/her
job.

There are career paths determined
with objective and transparent
criteria in Garanti Faktoring where
all our employees get trainings

to improve their technical,
professional and individual

skills. Within the limits of the
Company Garanti Faktoring adopts
the principle of providing its
employees with all kinds of social
means on the road to success
besides the importance it gives to
training.
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Garanti Faktoring believes that

Corporate .
the most important factor

Governance behind the success that creates
Compliance diffe.renceinthe sector is the
qualified human resources, and
Re port thus uninterruptedly continues to
invest in increasing employees’
potentials and performances.

There is no human resources
representative appointed to carry
out relations with the employees.
Because of being a medium

scale subsidiary and having 180
staff members in Turkey, Human
Resources personnel carry out all
tasks and responsibilities of the
human resources management,
within the frame work of the
general functions of human
resources.

Regarding the issue of recruiting
personnel, relevant criteria are
specified in the Article 20 of the
Human Resources Regulation
under the topic of Recruitment
Terms and Conditions.

There haven't been any
complaints about discrimination.
All processes of human resources
management are evaluated by
the Human Resources Unit and
shared, if necessary, with the top
management to find a solution as
soon as possible.

In line with the needs and
demands, some of the unit
functions and regions are
restructured within the
Company. Activities such as
establishing relevant new units
in the organization structure
that will support Company's
progress, changing the unit
names, structuring new region
offices, creating employees’ job
descriptions, are carried out

by Organization and Process
Development Unit and Human
Resources Unit, and regularly
announced on the Company web
portal (intranet) where Company
employees can easily access.

Performance and awarding
process carried out by the
Human Resources Unit, is clearly
explained to company employees
on the company web portal while
employees are informed about
their performances. Policies and
regulations about promotion,

job rotation and EVA premium
systems that will be associated
to performance results, are
announced on the company web
portal (intranet).



4.4, Code of Ethics and Social
Responsibility

The Garanti Factoring Ethical
Principles and Rules policy
document is shared with the
public at www.garantifactoring.
com, under the section “Corporate
Governance.” Under the policy,
the Garanti Factoring Ethics

and Integrity Committee was
established as an internal body
that operates in line with the
provisions of the Ethics and
Integrity Principles (Ethical
Principles) approved by the Board
of Directors.

In line with its vision, mission and
strategic targets, Garanti Faktoring
AS. pursues the following
principles in its sector:
Having a corporate approach that
targets to achieve reliability and
efficiency;
Being respectful, accountable,
elucidative, honest, fair and
transparent towards all entities it
has relations with;
Respecting the third parties’
intellectual and commercial
property rights relating to their
products and services;
Being fair, trustworthy towards
its employees, as well as guiding
them in their development;
Respecting people, environment
and work performed,;
- Taking all laws and regulations as
basis in all its activities.

It is the responsibility of all
directors and employees of the
Company to practice the code

of ethics and maintain their
sustainability and durability by
improving them in parallel to the
developing conditions.

Protecting the Company’s prestige,
and meticulously fulfilling all
necessities of its field of business
establishes the basis of this
responsibility.

In all its transactions, Garanti
Faktoring pays utmost attention
to environmental and social
awareness, and makes sure

that its business relations’
environmental impacts and
customer requests are clearly
evaluated. All transactions and
customer activities within this
scope are monitored to see if they
meet the social and environmental
standards necessitated by the
Company policies and legislations.
In order to manage our Company's
environmental and social impacts,
Environmental and Social Credit
Policies were put into effect with
the Board of Directors Decision
n.2014/53 taken on 19.08.2014.
Within the scope of social
responsibility activities; lectures
and relevant information were
given by our Company’s managers
to Bahgesehir students under the

ANNUAL REPORT 2017

“Garanti Faktoring; The World
of Receivable Finance” brand
within the scope of Bahcesehir
University CO-OP project,
organized by Garanti Faktoring
AS. for the 8" time in 2017.

The Garanti Factoring
Scholarship Fund, established
under the umbrella of the
Community Volunteers
Foundation, provides scholarship
support to 12 students.

Support Boxes are installed to
meet the basic needs of children
under long term hospital care
and their families. The objective
is to reach out to 110 young
patients and their families by
the end of one year. In addition,
the Company and KACUV jointly
organized 24 birthday events for
youth and made donations to
the Koruncuk Foundation on the
occasion of Women's Day in 2017.

In 2017, Garanti Faktoring
supported sustainable
development by using 100%
recyclable “Cyclus coated” paper
for agenda and calendar printing
without cutting any trees.

Moreover, in order to support
recycling within the Company;
batteries, paper, plastic bottle
caps and cargo bags are still
being collected.



ANNUAL REPORT 2017

CORPORATE GOVERNANCE

SECTION 5 - BOARD OF DIRECTORS
CO rporate 5.. Board of Directors’ Structure
Governance and Formation
Compliance Board of Directors is elected from

among the candidates nominated
Report by the Group (A) shareholders.
The number and qualifications of
the independent members of the
Board of Directors, are determined
in accordance with the regulations
regarding Capital Markets Board's
compulsory Corporate Governance
Principles. The independent
members of the Board of Directors
are elected in conformity with
these regulations.

In the 7" Article of Garanti
Faktoring Articles of Association;
Board of Directors’ duties and
term, Board of Directors Meetings
and remuneration of the members
are specified.

In case a member position in
the Board of Directors becomes
vacant, the Board of Directors
elects a legally qualified
temporary member - to be
submitted to the approval of the
first General Assembly that will
be held - from among the same
group shareholders. Members
elected in this manner will serve
until the General Assembly
Meeting and complete the term
of office of their predecessors

in case the General Assembly
approves the election. In case

an independent member

position becomes vacant in the
Board of Directors regulations
regarding Capital Markets Board'’s
compulsory Corporate Governance
Principles are applicable.

Garanti Faktoring’s Board of
Directors is composed of eight
members. Chairman of the Board
of Directors of the Company is Ali
Fuat Erbil. Our Company'’s General
Manager is Hulki Kara.

Board of Directors’ executive
members are; Ali Fuat Erbil, Recep
Bastug, Hulki Kara,

Non-executive members are; Ali
Temel, Osman Bahri Turgut, Cemal
Onaran.

Independent Members of the
Board of Directors are; Serhat
Yanik and Ali Coskun.

Duties & Tasks Assumed by

the Members of the Board of
Directors

and Their Term of Office At the
2015 Ordinary General Assembly
Meeting held on the 23 of March
2016, regarding the term of office
and election of the real person
members of the Board of Directors
with expired term of office,
decision was taken by majority
vote to; have the candidates
submitted to the Corporate
Governance Committee - acting
as the Nomination Committee —
evaluated by the committee, and
elect - in line with the proposal



made by the representative of T.
Garanti Bankasi A.S. - Ali Fuat
Erbil, Osman Bahri Turgut and
Hasan Hulki Kara as Real Person
Members of the Board of Directors
with term of office for 3 years,
elect Serhat Yanik and Ali Coskun
- candidates who were evaluated
and submitted with a report to
the Board of Directors by the
Corporate Governance Committee
(acting as the Nomination
Committee) - as Independent
Members of the Board of Directors
with term of office for 3 years
(23.03.2016- 23.03.2019).

Pursuant to the Board of Directors
resolution dated March 13, 2017,
changes made during the year

to the membership of the Board
of Directors were discussed and
approved at the Ordinary General
Assembly held on April 18, 2017,
under Agenda Item 6.

Duties & Tasks Assumed by the

Members of the Board of Directors

is given below.
Chairman of the Board of
Directors is Ali Fuat Erbil, and the
Vice Chairman of the Board of
Directors is Recep Bastug.
Independent Members of Board
of Directors Assistant Professor
Serhat Yanik and Assistant
Professor Ali Coskun are members
of the Audit Committee.
Within the scope of Capital
Markets Board Communiqué on
Corporate Governance Principles;
a Corporate Governance

Committee was established within
the structure of the Board of
Directors.

- As per the Capital Markets Board’s
Communiqué on Corporate
Governance Principles, and
the Turkish Code of Commerce
n.6102, the Early Risk Detection
Committee was established
within the structure of Board of
Directors. Committee Members
are Assoc. Prof. Dr. Serhat Yanik
and Assistant Prof. Ali Coskun that
are from the Independent Board
Members. Serhat Yanik is the
chairman of the Committee.

Résumés of the Members of the
Board of Directors and Tasks
Assumed Outside the Company

Ali Fuat Erbil

Chairman of the Board of
Directors

Ali Fuat Erbil is a graduate

of Middle East Technical
University Computer Engineering
Department, Bilkent University
(MBA), Istanbul Technical
University Banking and Finance
PhD program. Ali Fuat Erbil
worked as a manager in various
private sector corporations and
banks. He joined Garanti Bank

in 1997 as Distribution Channels
Manager, and later served as Vice
CEO (Assistant General Manager)
in charge of Retail Banking and
Distribution Channels between
1999 and 2012. In this position,
Erbil was also in charge of
mortgage loans and private
banking. In 2012, he was appointed

ANNUAL REPORT 2017

as the Vice CEO (Assistant
General Manager) in charge

of Financial Institutions and
Corporate Banking. He became
CEO (General Manager) of Garanti
Bank on the 2" of September
2015. Erbil is also member of
the Bank's Board of Directors.
Fuat Erbil serves as Chairman

of the Board of Directors of
Garanti Finansal Kiralama A.S.,
Chairman of Garanti Romania
Board of Directors, member of
the Board of Directors of Garanti
Yatirrm Menkul Kiymetler ASS.,
Garanti Bilisim Teknolojisi ve
Ticaret Trk A.S, Garanti Emeklilik
ve Hayat AS., and Garanti
Odeme Sistemleri AS. He is

also a member of the Board of
Directors and member of the
Board of Trustees of Teachers
Academy Foundation.

Recep Bastug

Vice Chairman of the Board of
Directors

Recep Bastug graduated

from Cukurova University,
Department of Economics and
joined Garanti Bank in the
Audit Committee Directorate in
1989. He served as Corporate
Branch Manager between 1995
and 1999, Commercial Region
Manager from 1999 to 2004, and
Coordinator of the Commercial
Banking Marketing Department
from 2004 until 2012. Mr.
Bastug also serves as Board
Member at Garanti Leasing and
Garanti Fleet. He has 26 years
of experience in banking and
business administration. Mr.
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Bastug is responsible for Garanti
Bank’'s Commercial Banking
Marketing - Istanbul and Ankara,
Commercial Banking Marketing -—
Anadolu, and Consumer Finance
operations. He was appointed to
his current position as of January
1,2013.

Ali Temel

Board Member / Credit
Committee Member

Ali Temel graduated from

Bogazigi University, Department
of Electrical and Electronics
Engineering and began his
banking career in 1990 at a private
bank. He joined Garanti Bank in
1997. After serving as Unit Manager
in the Basic, Cash Management
and Commercial Banking units,
Mr. Temel worked as Assistant
General Manager - Commercial
Banking from 1999 to 2001 and
Assistant General Manager —
Credits between 2001 and 2012.

He was appointed Head of Credit
Risk Management on December 10,
2015. With 26 years of professional
experience in banking and
business administration, Mr.
Temel is responsible for Corporate
and Commercial Credits Risk
Management, Retail and SME
Credits Risk Management,

Risk Planning Monitoring

and Reporting, Risk Analytics,
Technology and Innovation, and
Regional Credits Coordination at
Garanti Bank.

Hasan Hulki Kara

Member of the Board of
Directors/General Manager

Kara was born in 1965. He
graduated from Dokuz Eylul
University, Department of
Economics. Kara joined T. Garanti
Bankasl A.S. in 1989 and served as
1%t Degree Bank Examiner, Branch
Manager and Region Manager.
He is Member of the Board of
Directors and General Manager
at Garanti Factoring A.$ since
October18, 2011.

Osman Bahri Turgut

Member of the Board of Directors
/Member of the Corporate
Governance Committee

Osman Bahri Turgut was born

in 1969 in Rize. He started
university education in 1986 at
Marmara University, Department
of Economics and received his
bachelor’s degree in 1990. The
same year, Osman Bahri Turgut
started his professional career at
T. Garanti Bankasl A.S. as Assistant
Bank Examiner, and served as
Branch Manager, Vice Chairman
of the Audit Board, Commercial
Loans Unit Manager, Internal
Control Center Manager and the
Head of Internal Audit and Control.
He still serves as Chairman of

the T. Garanti Bankas! A.S. Audit
Board. He is a Member of the
Board of Directors and member
of the Audit Committee at Garanti
Finansal Kiralama A.S., Garanti



Filo Management i Hizmetleri A,
Member of the Board of Directors
at T. Garanti Bankasi A.S. Pension
and Assistance Foundation,
Garanti Kultur A.S, Member of

the Audit Committee at Garanti
Leasing SA, Garanti Consumer
Finance SA and Garanti Odeme
Sistemleri AS.

Cemal Onaran

Member of the Board of Directors
Cemal Onaran graduated

from Middle East Technical
University, Department of Public
Administration and started work
as Assistant Inspector at Garanti
Bank, Audit Committee Directorate.
Between 2000 and 2007, he

served as Regional Manager at
Garanti Bank in various regions

of Istanbul. In October 2007, Mr.
Onaran was appointed General
Manager at Garanti Mortgage upon
the company’s establishment. On
August 1, 2012, he started serving
as General Manager at Garanti
Emeklilik ve Hayat A.S,; on January
1, 2017, he was appointed Assistant
General Manager - SME Banking.
Mr. Onaran has 26 years of
professional experience in banking
and business administration.

Serhat Yamk

Independent Member/Audit
Committee Member/Early Risk
Detection Committee Member/
Chairman of the Corporate
Governance Committee

Serhat Yanik was born in 1970. He
received his bachelor’s degree

in Public Administration and
master’s degree and PhD degree
in Business Administration from
istanbul University. He continues
his career as an academician

at the Business Administration
Department of Istanbul University
Faculty of Political Sciences. At the
same time, he serves as; the Head
of Direct Procurement and Tender
Commission of Istanbul University,
Head of Istanbul University Faculty
of Political Sciences Business
Administration Department
Accounting and Finance, Finance
Director of Istanbul University
Hospitals (HAGED) and Assistant
Manager of Istanbul University
Circulating Capital Management.
He is also a Member of the Board
of Directors of Expert Accountants
Association of Turkey (EAAT),
Editorial Board Member of TIDE
Magazine and Member of the
Association of University Hospitals.
He also has got Independent
Accountant and Financial Advisor
(CPA) License, and Independent
Auditor License from the Public
Oversight, Accounting and Auditing
Standards Authority.
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Ali Coskun

Independent Member/Audit
Committee Member/ Early Risk
Detection Committee Member
Ali Coskun was born in 1975.

He received his bachelor’s
degree from Istanbul Technical
University, Department of
Industrial Engineering, his
master’s degree in Finance from
Bosphorus University and his
PhD degree in “Accounting and
Information Management” from
University of Texas. He continues
his career as an academician
at Bosphorus University, in

the Business Administration
Department of the Faculty of
Economics and Administrative
Sciences. At the same time,

he assumes administrative
tasks as; Member of the Board
of Directors of Bosphorus
University “Center for Research
in Corporate Governance and
Financial Regulation”, Member
of the Board of Directors of
Bosphorus University Social
Facility Administration, Assistant
Manager of Sustainable
Development and Cleaner
Production Center. He is

also Member of the Board of
Directors at Financial Literacy
and Inclusion Association
(FODER) and at Capital Market
Professionals Association.
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Independence Statements of the Independent Members of the Board of
Directors

INDEPENDENCE STATEMENT
February 18, 2016

I do declare that | am a candidate for assuming the role of an “Independent Member”
on the Board of Directors of Garanti Faktoring A.S. (Company), pursuant to the criteria
stipulated in the Capital Markets Board's Corporate Governance Communiqué 11-171, and
within this scope:

a) Within the last five years, no executive employment relationship that would give
important duties and responsibilities has been established between myself, my spouse,
my second degree relatives by blood or by marriage and (i) the Company and (ii)
subsidiaries of the Company, and (iii) shareholders who control the management of

the Company or who have significant influence in the Company and juridical persons
controlled by these shareholders; and that | (individually or collectively) neither possess
more than 5% of any and all Company capital or voting rights or privileged shares nor
have significant commercial relations,

b) Within the last five years, | 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 purchases
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),

¢) I do have the professional training, know how, and experience that will help me
properly carry out the tasks and duties | will assume as a result of my independent
membership on the Board of Directors,

d) In accordance with the legislation, | will not be working fulltime in public institutions
and organizations (except working as an academic at the university) after being elected
as a member,

e) I am considered a resident in Turkey according to the Income Tax Law (n193) dated
31/12/1960,

) 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 interest between the Company and the shareholders, and that will help me
make decisions freely by taking the rights of the stakeholders into consideration,

g) I will be able to spare sufficient time for the activities 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
(6) years in total within the last decade,

i) I have not been an independent member of the Board of Directors in more than three
(3) of the companies controlled by the Company or by the shareholders who control the
management of the Company and in more than five (5) of the publicly traded companies
in total,

j) I have not been registered and announced on behalf of the juridical person elected as
a member of the Board of Directors.

Associate Professor Dr. Serhat Yanik
TR ID Number:
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INDEPENDENCE STATEMENT
February 18, 2016

| do declare that | am a candidate for assuming the role of an “Independent Member”
on the Board of Directors of Garanti Faktoring A.S. (Company), pursuant to the criteria
stipulated in the Capital Markets Board’s Corporate Governance Communiqué I1-171, and
within this scope:

a) Within the last five years, no executive employment relationship that would give
important duties and responsibilities has been established between myself, my spouse,
my second degree relatives by blood or by marriage and (i) the Company and (ii)
subsidiaries of the Company, and (iii) shareholders who control the management of

the Company or who have significant influence in the Company and juridical persons
controlled by these shareholders; and that I (individually or collectively) neither possess
more than 5% of any and all Company capital or voting rights or privileged shares nor
have significant commercial relations,

b) Within the last five years, | 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 purchases
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),

¢) I do have the professional training, know how, and experience that will help me
properly carry out the tasks and duties | will assume as a result of my independent
membership on the Board of Directors,

d) In accordance with the legislation, | will not be working fulltime in public institutions
and organizations (except working as an academic at the university) after being elected
as a member,

e) | am considered a resident in Turkey according to the Income Tax Law (n193) dated
31/12/1960,

) 1 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 interest between the Company and the shareholders, and that will help me
make decisions freely by taking the rights of the stakeholders into consideration,

@) I will be able to spare sufficient time for the activities 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
(6) years in total within the last decade,

i) I have not been an independent member of the Board of Directors in more than three
(3) of the companies controlled by the Company or by the shareholders who control the
management of the Company and in more than five (5) of the publicly traded companies
in total,

j) I have not been registered and announced on behalf of the juridical person elected as
a member of the Board of Directors.

Ass. Associate Professor Dr. Ali Coskun
TR ID Number::
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Independence statements of the
Corporate independent members of the
Governance Board of Directors are shared
. with the public under the sections
Com pllance “Investor Relations” and “General
Report Assembly Meetings” on the

Company website at
www.garantifactoring.com.

With a General Assembly decision,
Members of our Board of Directors
are allowed to assume duties
outside the Company as per the
395" and 396' Articles of the
Turkish Code of Commerce and,
Capital Markets Board's Corporate
Governance Principles.

There are no specific rules binding
the Members of the Board of
Directors to assume duties outside
the Company.

5.2. Board of Directors’ Activity
Principles

Board of Directors Meetings

are held in accordance with

the procedures of the “Internal
Regulation Regarding the
Procedures and Principles of
the Board of Directors Meetings”
prepared within the frame work
of the Articles of Association,
Turkish Code of Commerce and
Capital Markets Board's Corporate
Governance Principles.

Board of Directors convenes with
the majority of the total number
of members and takes decisions
with the majority of the members
attending the meeting. Members
of the Board of Directors do not
have weighted right to vote and/or
negative veto right. Members may
vote “accept” or “decline” in the

Board of Directors. They cannot
vote “abstain”. Members who vote
“decline” shall write their reason
under the ballot.

Board of Directors decisions taken
as a result of the discussions
made at the Board of Directors
Meetings, are recorded in the
Board of Directors decision book.
As per the relevant Article of the
New Turkish Code of Commerce,
Board of Directors decision books
openings and closings shall be
notarized and completed within
the specified timeframes.

In the fourth quarter of 2017, 21
Board of Directors Meetings were
held with the attendance of the
majority of the total number of
members. In 2016, as a result of
the Board of Directors Meetings
38 pages of meeting minutes were
recorded. Board of Directors took
34 decisions by either making
meetings or by reviewing files.

At the meetings held throughout
the period, there were no issues
that included opposition of any of
the Board of Directors members
that would need to be recorded

in the decision minutes. Members
of the Board of Directors do not
have weighted right to vote and/or
negative veto right.

5.3. Number, Structure, and
Independency of the Committees
Established under the Board of
Directors

In accordance with the Capital
Markets Corporate Governance
Principles, the Board of Directors
established an Audit Committee
and a Corporate Governance



Committee under the Board of
Directors. Our Board of Directors
did not establish a Nomination
Committee or a Compensation
Committee, and thus the tasks

of these committees are carried
out by the Corporate Governance
Committee. Within the frame work
of relevant legislation provisions,
Board of Directors may establish
other necessary or required
committees. Committees’ working
principles are determined by the
Board of Directors, and committee
members are elected by the Board
of Directors. Tasks and duties,
working principles and names of
the members of the committees
are publicly announced via Public
Disclosure Platform (www.kap.gov.
tr) and Company website.

The CEO and the General Manager
did not assume any tasks or
duties in the committees. Due to
our Company'’s Board of Directors
structure the number Independent
Members of the Board of Directors
is 2 (two). Due to the fact that

at least the chairmen of the
established committees and all
members of the Audit Committee
must be independent members,
we were not able to comply with
the principle stipulating that the
members of the Board of Directors
cannot assume tasks in more

than one committee. One of our
independent members of the
Board of Directors has to assume
tasks in two separate committees.

Corporate Governance Committee
Members are Serhat Yanik, Osman
Bahri Turgut and Serap Cakir.
Committee convened 4 (four)
times in the third quarter of 2017.

Corporate Governance Committee;

At the Corporate Governance
Committee meeting held on the
13th of March 2017;

The Corporate Governance
Committee, in its capacity as
Nomination Committee, did

not have any objections to the
appointment of Recep Bastug,

Ali Temel and Cemal Onaran -
whose detailed CVs are attached
- to replace Gokhan Eruin, Turgay
Gonensin and Luis Vicente

Gasco Tamarit, who resigned
from the Garanti Factoring

Board of Directors, pursuant

to the Corporate Governance
Principles. Corporate Governance
Committee determined that the
abovementioned persons are able
to spare the sufficient time for the
activities of the Company to an
extent that will help them pursue
the activities of the Company
and fulfil the requirements of
their tasks and duties. Corporate
Governance Committee decided
to submit to the Company’s Board
of Directors that electing the
candidates as Members of the
Company's Board of Directors is
considered appropriate by the
Committee.
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On 7t of April 2017, Corporate
Governance Committee (acting
as the Remuneration Committee)
decided to propose to the

Board of Directors; I) remained
- within the scope of Garanti
Factoring A.$'s remuneration
policy -the amount of TL 143,748
paid annually and separately

in 2016 as honorarium to each
Independent Member of the
Board of Directors elected at
the Ordinary General Assembly
meeting of Garanti Faktoring A.$
held on the 23th of March 2016,
and thus I1) to make honorarium
payment of gross TL 143,748
annually and separately to each
Independent Member of the
Board of Directors for 2017.

At the Corporate Governance
Committee meeting held on
23.06.2017;

A decision was taken to; I) extend
for one year the Rating and
Corporate Governance Service
Agreement, with expiry date of
23.06.2017, signed with Kobirate
International Credit Rating and
Corporate Governance Services
Inc.,, and Il) authorize Kobirate
to perform rating as remaining
the same before the other
conditions.

At the Corporate Governance
Committee meeting held on
27.09.2017; he evaluations
were made on the Corporate
Governance rating and actions
for the oncoming year were
discussed.

Audit Committee members are
Serhat Yanik and Ali Coskun.
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The Committee convened 8 (eight)
times as of the fourth quarter of
2017. At these meetings, important
findings of the audits performed
by the Internal Audit Unit and

the results of the periodical
control activities were discussed.
Moreover, information was

given about the actions taken

for previous findings. The Audit
Committee members were given
information by Deloitte, about the
results of the audit performed by
independent audit firm (Deloitte
(3112.2016) and KPMG) on the
Company’s financial data on dates;
31.12.2016, 31.03.2017, 30.06.2017
and 30.09.2017, and about the
management recommendation
letter In addition, the Committee
was informed about internal
control activities and the activities
of the Compliance Officer.

Early Risk Detection Committee
members are Serhat Yanik and Ali
Coskun.

The Committee convened 6 (six)
times as of the fourth quarter

of 2017. At these meetings, the
Committee presented the Board
of Directors Members and the
auditor its reports regarding;
compliance with standard ratio,
compliance with the 376 Article
of the Turkish Code of Commerce,
the trend of the Company’s
foreign exchange position, the
outstanding factoring receivables,
cost-return and maturity
composition of the balance sheet,
asset-liability composition and
trend of operational expenses.

5.4. Risk Management and
Internal Control Mechanism

For the Company, building an
effective risk management

system and creating a strong
internal control environment

is the most important factor
behind sustainable growth and
development. Our Company
continuously monitors its risks
via its technological infrastructure
and business processes; and
makes reporting to management
staff to give clues about strategic
and daily decisions. Our Company
analyzes value at risk and maturity
in order to measure market and
liquidity risks. Our Company's
foreign currency position is

daily monitored and reported to
the relevant units and the top
management in order to manage it
within the allocated limits.

The Company’s Risk Management
Policy was updated to become
more comprehensive in 2017. With
this policy Garanti Faktoring aims
to measure the risks within the
frame work of risk management
strategy and Company activities
and to distribute the capital
optimally by maintain the risk-
yield balance and to achieve
growth within the frame work of
this balance. Within this scope,
main principles are; (i) Detecting
and analyzing the risks in line
with the volume, characteristic,
and complexity of the Company
activities; (i) Complying with
international and local legal
regulations; (iii) Protecting the
financial strength by monitoring
and controlling risks in order to
limit the impacts of potential
negative market conditions on the



capital and revenue; (iv) Creating
a risk culture within the Company
by creating transparency and risk
awareness.

Internal control mechanisms were
built for all Company personnel

to comply with and to practice in
order to; (i) carry out Company
activities in conformity with the
legislation in force and within the
framework stipulated by the Board
of Directors, and (ii) to maintain
the integrity and reliability of the
accounting and reporting systems.

Via Audit Committee, the Internal
Audit Unit functions under

the Board of Directors. Within
the scope of the annual audit
plan prepared according to risk
assessments, Internal Audit Unit
audits the effectiveness and
efficiency of the internal control
and risk management systems
in a manner covering the entire
Company.

5.5. Company’s Strategic Targets
Garanti Faktoring's vision is to
create difference with Garanti
identity and to be the leading
company of the sector. Its mission
is to pioneer the progress of

the sector with the investments

it makes in human resources,
technology and innovation and to
continuously create value added
for its customers, employees and
shareholders.

Our Strategies:

- To be a company that creates
difference with its high quality
human resources, fast and
efficient processes and service
quality,

To use technology effectively

and increase efficiency by
making continuous investment in
technological infrastructure,

With its innovative products and
customer-specific corporate
solutions, to provide its
customers with services in line
with their needs,

To effectively implement, monitor,
and develop our strategies that
are constructed on profitable
growth, service quality and
employee satisfaction, that are
structured in line with the market
data and customer needs. To
make sure a structure based on
interactive communication is
embraced among the employees.

Within the framework of these
strategies, annual budgets are
structured and submitted to

the approval of the Board of
Directors. Target achievement

and development is continuously
monitored at the Assets/Liabilities
Committee meetings organized

by the company management in
weekly periods and at the region
budget meetings chaired by the
General Manager. Results achieved
with regard to the Company’s
strategic targets are discussed

by the Board of Directors at the
Board of Directors meetings held
quarterly. Management reporting
infrastructure and systems
provide real-time information on
developments.
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5.6. Financial Rights
“Remuneration Policy Regarding
Members and Executives”

is publicly announced via
website www.garantifactoring.
com with the rights, interests,
renumeration and the criterias,
under the “Investor Relations
Corporate Governance” section,
and in “Section 2 - Remuneration
and All Benefits of the Members
of the Board of Directors and
Executives” section of this report.

The financial rights provided

to the members of the Board

of Directors and executives,
were listed as follows in the 10t
agenda item at the Ordinary
General Assembly Meeting

held on 18.04.2017, for the
shareholders’ information.

Our Company, does not lend
money, extend credit, or does
not extend credit such as
“personal loans” by means of
third persons or does not give
surety to any of the members
of the Board of Directors’ or
executive managers.
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FINANCIAL
INFORMATION

Statement of
Responsibility
Related to
Acceptance of the
Financial Tables

istanbul, 30.01.2018

BORSA iSTANBUL A.S. DIRECTORATE
istinye / iSTANBUL

DECISION DATE: 30/01/2018
DECISION NUMBER: 2018/003

AS PER THE 9™ ARTICLE OF THE SECOND SECTION OF THE CAPITAL
MARKETS BOARD COMMUNIQUE N.14.1 SERIES: Il

a) We have reviewed Garanti Faktoring A.S.'s (Company) financial tables
prepared as of 3112.2017.

b) Within the framework of the information we obtained in the scope
of our tasks and responsibilities at the Company, the financial tables
does not include any misleading disclosure on material matters or
deficiencies that might cause misconception about the disclosure as of
the date its was made.

¢) Within the framework of the information we obtained in the scope of
our tasks and responsibilities at the Company, we do declare that the
financial statements and the annual report prepared and issued as per
the Communiqué on Financial Reporting Principles in Capital Markets
(11-141) honestly reflect the facts, the progress and the performance of
the business and the financial status of the Company, together with the
important risks and uncertainties.

Best Regards,

MertErcan  Hasan Hulki Kara Ali Coskun Serhat Yanik
Executive Vice General Member of Audit ~ Member of Audit
President Manager Committee Committee



GARANTI FAKTORING
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(Convenience Translation of Financial
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Corvenience Translation of the Independent Auditors” Report Originally Prepered and
Issued in Turkish 10 English (See Nota | in Section Threel

Tor the Board of Directars of Garant Faktonng A.5.

A Repart on the Audit of the Financial Statements

Chpimion

We have audited the accompanying financial statements of Garanu Fakioring A5

["the Company™] which comorise the statement of financial position as a1 3
Decamber 2017 and the statermeant of profit or loss, statement of profit or loss and
other comprehensive income, statement of changes in shareholders’ equity,
statement of cash flows for the year then ended, and notes, comprising @ summary
of significant accounting policies and other explanatory information.

In cur opinicn, the financial statements presant fairly, in all material respects, the
financial positicn of Garantl Faktoring AS. as at 31 December 2017, and its financial
performance and its cash flows for the year then ended in accordance with the
Regulation an Accounting Practices and Financial Statements of Financial Leasing,
Factoring and Financing Companies and Communigué on Uniferm Chart of Accounts
and Prospectus to ba implemented by Financial Leasing, Factoring and Financing
Campanies pubbshed in tha Official Gazetie dated 24 December 2003 and numbered
28881, other regulations, communigués and circulars published by the Banking
Regulation and Superasion Board ["BASA® and the pronouncements mada by the
Banking Regulation and Supervision Agency and requirements of Turkish Accounting
Standards for the matters not regulated by the aforementioned legislations (together
“the BRSA Accounting and Financizl Reparting Legislation ™).

Basis for Opiman

We conducted our audit in accordance with Standerds on Auditing which is a
component of the Turkish Auditing Standards published by the Public Owersight
Accounting and Auditing Standards Authority ["POW ") {(*Stendards on Auditing issued
by FOA™), Our responsibilivies under those stendards are further descibed in tha
Auditor's Responsibilities for the Audit of the Financial Statements section of owr
reporl. We declare that we are independent of the Company in accordance with tha
Cade of Ethics for Auditars issusd by POA ["POA's Code of Ethics”) and the ethical
requingments in the regulations issued by FOA that gre relevant to audd of financial
statermants, and wa have fulfiled our other sthical responsibilities in accordance with
the POA's Code of Ethics and regulations, We believe that the avdit evidance we
kave obtained is sulficiem and appropriate 1o provide & bass for our opiaian.
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Koy Sipdit Matters

Key audit matters are those matters that, in owr professional judgment, wene of most
significance in our audit of the financial statemants of the current perod. These matters weara
addressed in the comext of our audit of the financial statements as a whale, and in forming ouwr
cpinicn thareon, and we da not provide 2 separate opinion on these matters

Key audlt matter

How the matter is addrassed in our audit

Impairment of factoring receivabias

&z of 31 Decembear 2017, factaring
receivables compriss 97% af the Company's
1otal assals.

The Compary recognizes its factoring
receivables in accordance with the BRSA
Accounting and Financial Reporting
Legislation. In accordance with the
mentioned Aagulation, the assessment of
impairmeant of racenablas is basically based
on the objective and subjective criteria which
management judgement is applied. Thara is
a potantial risk that impaired factoring

| recaivables and provisions for imoaired
recaivables cannot be detected due 1o
judgament.

Disclosures and accounting palicies related
Lo mparmeant of factaring recaivables are
prasentad in Note 2.5

O procedures for testing the impairment of
factoring receivables include below:

Dasign and oparating effectiveness of the
contrads an lending, collateralzatian,
collection, follow-up, classificaticn and
impairment procedures have beon lestad,

We have focused on the determination of tha
factoring receivahles that are subject 1o
impairment and tested the appropriatenass
of the provisions according to the BRSA
Accounting and Financial Reporting
Leqislation, the valuation of the collaterals
and the collection capability of the Comparny
within the scope of the matariality lewvel.

Additionally, the adequacy of fimancial
statement disclosures related to impairment
provisions has Deen evaluated.




Drher Matter

The financial staiements of the Company as ai and fod ine year ended 31 Decembar 2016 wara
audited by another auditor who expressed an unmodifed opnlen on 27 January 2017,

q':l

Responsibifities of Management and Those Charged with Gowernance for the Financial
Starements

Management is responsible for the preperation and fair presentation of these financial
statemants in accordance with the "BRSA Accounting and Financial Reparting Legislation™, and
for such internal control as management determines = necessary 1o enable the praparation of
financial statements that are free from material misstatement, whethar due 19 frasd or arror.

Im preparing the financial statemenis, management is responsible for assassing the Compamy's
ability to continue a5 a going concern, disclosing, as applicable, matters related 1o going concern
and using the going concem basis of accounting uniess management either intends o liquidate
the Company or to cease operations, of has no realistic afternativa but 1o do so.

Those charged with governance are responsible for oversesing tha Cormpany's financial
reporting process,

Avcitars” Responsihiitias for the Avadft of the Financial Statements

Cwur cojectives are 10 obiain reasonable assurance aboul whether the financial staterments as 3
whole are free from material misstatement, whether due to Traod or error, and 10 isswe an
auditors” report that includes cur opinicn. Reasonable assurance is a high level of assurance, but
is not a guarantee that en audit conducted in accordance with Standards on Auditing issuad by
POA will ahways detect a materal misstatement whan il exists. Misstatermants can arise from
fraud or emor and are considered materal if, individually or in the apgregate, they could
regsonebly be expected to influence the economic decisions of usars taken on the basis of
these finencial statemeants,

As part of an audit in accordance with Standards on Auwditing issued by POA, we axercise
professional judgment and maintain professional skepticism throughout tha audit. We also:

+ ldantify and assess the risks of matarial misstatement of the financial siatements, whather
due to frawd ar arrar, design and parform audit procedures responsive to those nsks, and abtain
audit avidence that is sufficiant and appropriate o provide a hasis for cur cpinion. The rlsk of
nat detecting @ material misstatemant resulting from fraud is higher than fior one resuiting frarm
arrar, a5 fraud may involve collusion, forgery, intentional omissions, misreprasentationg, or the
ovarride of internal controd,

+ Obtain an understanding of internal control relevant to the awdit in order 1o design audit
procedwes that are appropriate in the crcumstances, but not for the purpose of expressing an
apinian an the effectiveness of the Company’s intarmal control.

&« FEvaluate the appropristensess of accounting policies used and the reasonablenaess of
accounting estimataes and related disclosures made by management.

o Conclude an the apprr:-priamne-ss of managament's use of the going concern basis of
acoounting and, based on the audit ewdence obtained, whather a matenal uncerainty exisis
related to events ar conditions that may cast significant doubt on the Bank's ability 1o continue
as a going concarn, If wa conclude that a matenal uncertainty exists, we are required to draw
attenticn in cur auditors” report Lo the related disclosures in the financial statemeants or, if such
disclosures are inadequate, to medily our ocpinion. Our conclusions are based an the audit
evidence colained up o the date of our auditors” report. However, future events or conditions

may cause the Company 10 cease 10 Continue as a going concerm.

= Evaluste the owerzll presentation, structure and content of the financial staterments,
ingluding the disclosures, and whether the financial statements represent the underlying
transactons and events in @ manner that achieves fair presentation.
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‘We communicate with those charged with governance regarding, among other mattars, the

deficiencies in imernal control that we identify during our audit.

‘We also provide those charged with governance with a statament that we have complied with
relevant ethicel reguirements regarding independence, and communicate with them all
relationships and other matters that may reasonably be thought te bear on auwr independance,
and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determing those
matiers that were of most significance in the audit of the financial statemants of the current
parod and are therefore the key audil matiers. We describe thase matters in our auditors’
repart unless lew or regulation precludes public disclosure about the matter ar when, in
extremely rare circumstances, we determine that a mattes should rat be communicated in our
repart because the adwerse consequences of doing 20 would reasonably be expected to
outweigh the public interest benefits of such communication.

8} Report on Other Legal and Regulatory Requirermants

11 Pursuant te the fourth paragraph of Article 402 of the Turkish Commearsial Cada (“TCC") No
GI02; no signiticant matler has come 10 oui allentcn thal causes us Lo beliewe thatl the
Company's bookkeeping activities for the period 1 January - 31 Decembar 2017 are not in
compliance with TCC and provisions of the Company's articles of association in relation to
financial reparting.

2} Pursuant to the fourth paragraph of Article 402 of the TCC; the Board of Directors provided
us the necessary explanalions and reguired documents in connection with the audit.

KPMG Bajimsiz Denetim ve Serbest Muhasebeci Mali Migavilik Ancnim Sirket
A member firm of KPMG International Cooperative

T,

Orhan Akows, SEEIRY 5

Partrier P %
Twrth

a0 January 2078

Istanbul, Turkay

Additional paragraph for conveniance transiation to English:

Thie accounting principles summarized in Note | Section Three, differ from the accounting
principles generally acceptad in countfies in which the accompanying financizl statements ara
to be distributed and International Financial Reporting Standards (“IFRS"}. Accordingly, thea
accompanying financial staterments are not intended to prasent the financial position and
results of operations in accordance with accounting principles generally accepted in such
countries of users of the financial statements and IFRS.
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FINANCIAL
INFORMATION

GARANTI FAKTORING A.S.
STATEMENT OF FINANCIAL POSITION (BALANCE SHEET) AS AT 31 DECEMBER 2017

(Amounts expressed in thousands of Turkish lira (“Thousands of TL”) unless otherwise indicated.)

Audited Audited
ASSETS Notes 31 December 2017 31 December 2016
TL A TOTAL TL 1 TOTAL

CASH, CASH EQUIVALENTS AND CENTRAL BANK 1 - 1 - - -
FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT AND LOSS (Net) 3 19,327 - 19,327 336 58 394
Financial Assets Held for Trading - - - - - -
Financial Assets at Fair Value Through Profit and Loss - - - - - -
Derivative Financial Assets Held for Trading 31 19,327 - 19,327 336 58 394
BANKS 4 6,177 13,019 19,196 595 9,008 9,603
RECEIVABLES FROM REVERSE REPURCHASE AGREEMENTS - - - - - -
FINANCIAL ASSETS AVAILABLE FOR SALE (Net) 5 - 2 2 - 2 2
FACTORING RECEIVABLES 6 2,242,027 1,117,957 3,359,984 1,895,694 939,095 2,834,789
Discount Factoring Receivables 933,809 122,809 1,056,618 790,868 93,907 884,775
Domestic 964,630 21,850 986,480 820,405 18,455 838,860
Foreign - 101,647 101,647 - 76,108 76,108
Unearned Income (-) (30,821) (688) (31,509) (29,537) (656) (30,193)
Other Factoring Receivables 1,308,218 995,148 2,303,366 1,104,826 845,188 1,950,014
Domestic 1,308,218 297,836 1,606,054 1,104,826 377,164 1,481,990
Foreign - 697,312 697,312 - 468,024 468,024
FINANCIAL LOANS - - .| - - -
Consumer Loans - - - - - -
Credit Cards - - .| - - -
Installment Commercial Loans - - - - - -
LEASE RECEIVABLES - - - - - -
Lease Receivables - - - - - -
Financial lease receivables - - | | - -
Operational lease receivables - - - B - -
Unearned income (-) - R N _ R _
Leased Construction in Progress B - R R . R
Advances Given for Leasing Operations B - R R . R
OTHER RECEIVABLES - - - - - -
NON-PERFORMING RECEIVABLES 7 19,782 - 19,782 16,435 - 16,435
Non-Performing Factoring Receivables 95,335 - 95,335 72,388 - 72,388

Non-Performing Financial Loans B - B R - R
Non-Performing Leasing Receivables - - - _
Specific Provisions (-) (75,553) - (75,553) (55,953) - (55,953)
DERIVATIVE FINANCIAL ASSETS FOR HEDGING PURPOSES - - - -
Fair Value Hedging - - B R . R
Cash Flow Hedging R - R _ , _
Net Foreign Investment Hedging - - - - - -
INVESTMENTS HELD TO MATURITY (Net) - - - - - -
XIII.  SUBSIDIARIES (Net) - - - - - -
XIV. ASSOCIATES (Net) - - - - - -
XV.  JOINT VENTURES (Net) - - - -
XVI. TANGIBLE ASSETS (Net) 8 1,939 - 1,939 2,309 - 2,309

XVII. INTANGIBLE ASSETS (Net) 9 5,491 - 5,491 5219 - 5219
17.1  Goodwill - - - - - -
172 Other 5,491 - 5,491 5219 - 5219
XVIII. PREPAID EXPENSES 11 3,568 137 3,705 3242 68 3,310
XIX. CURRENT TAX ASSETS 10 1,289 - 1,289 - - -
XX. DEFERRED TAX ASSETS 10 15,585 - 15,585 22,135 - 22,135
XXI. OTHER ASSETS 1 5,351 229 5,580 4,384 872 5,256

SUB TOTAL 2,320,537 1,131,344 3,451,881 1,950,349 949,103 2,899,452

XXII. ASSETS HELD FOR SALE AND DISCONTINUED OPERATIONS (Net) - - - - - -
22.1 Held For Sale - - - - - -
22.2  Discontinued Operations - - | - - -

TOTAL ASSETS 2,320,537 1,131,344 3,451,881 1,950,349 949,103 2,899,452
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GARANTI FAKTORING A.S.
STATEMENT OF FINANCIAL POSITION (BALANCE SHEET) AS AT 31 DECEMBER 2017

(Amounts expressed in thousands of Turkish lira (“Thousands of TL”) unless otherwise indicated.)

Audited Audited
LIABILITIES Notes 31 December 2017 31 December 2016
TL FC Total TL FC

I DERIVATIVE FINANCIAL LIABILITIES HELD FOR TRADING 32 2,018 - 2,018 31,051 -
1L FUNDS BORROWED 12 1,698,504 720,251 2,418,755 1,639,361 510,086
1. FACTORING PAYABLES 6 1435 9,268 10,703 860 7,905
IV.  LEASING PAYABLES - - - - -
4.1 Financial lease payables - . N - .
42 Operational lease payables R - N - .
43 Other - - - - -
44 Deferred Financial Leasing Expenses - - - R -
V.  MARKETABLE SECURITIES ISSUED (Net) 13 795,583 R 795,583 503,619 -
5.1 Bills 795,583 - 795,583 503,619 -
52 Asset-backed Securities - - - - -
53 Bonds - - - . -
VI.  MISCELLANEOUS PAYABLES 14 2,291 485 2,776 4852 1,436
VII. OTHER LIABILITIES 14 - 25 25 - 130
VIII. DERIVATIVE FINANCIAL LIABILITIES FOR HEDGING PURPOSES - - - - -
8.1  Fair Value Hedging R - - R .
82 Cash Flow Hedging - - - - -
83 Net Foreign Investment Hedging - - - - -
IX.  TAXESPAYABLE 15 3202 - 3202 2,576 -
X.  PROVISIONS 16 5,351 482 5,833 4,764 412
101 Reserves for Restructuring - - - - -
102 Reserves For Employee Benefit: 4885 R 4885 4,188 R
10.3  Other Provisions 466 482 948 576 412
XI. DEFERRED RECEIVABLES - - - - -

XII.  TAX LIABILITY 10 - - - 6,947 -
XIII. DEFERRED TAX LIABILITY B - - -
XIV. SUBORDINATED LOANS R - - R -
SUB TOTAL 2,508,384 730,511 3,238,895 2,194,030 519,969,
XV. PAYABLES RELATED TO ASSETS FOR SALE AND DISCONTINUED OPERATIONS - - - - -
15.1  Held for Sale - - - - -
152 Discontinued Operations R -
XVI. SHAREHOLDERS’ EQUITY 17 212,986 B 212,986 185,453 R
16.1  Paid-in Capital 79,500 - 79,500 79,500 -
162 Capital Reserves R R R
16.2.1 Share Premium - R R R R
16.2.2 Share Cancellation Profits - - - - -
16.2.3 Other Capital Reserves - -

16.3  Other comprehensive income or expense that will not be reclassified subsequently to profit or los (592) - (592) (522) -
16.4  Other comprehensive income or expense that will be reclassified subsequently to profit or los - - - - -
165  Profit Reserves 106,475 - 106,475 86,759 B
16.5.1 Legal Reserves 7,496 - 7,496 6,896 N
16.5.2 Statutory Reserves - R - - R
16.5.3 Extraordinary Reserves 98,979 B 98,979 79,863 B
16.5.4 Other Profit Reserves - - - - -
16.6  Profitor Loss 27,603 - 27,603 19,716 -
16.6.1 Prior Years Profit or Loss - - - - -
16.6.2 Current Year Profit/Loss 27,603 - 27,603 19,716 -

TOTAL LIABILITIES

AND EQUITY 2,721,370 730,511 3,451,881 2,379,483 519,969

503,619
503,619

6,288
130

6,947

2,713,999

185,453
79,500

(522;
86475‘;
6,896
79,86;
19,7 |<:

19,716

2,899,452
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FINANCIAL
INFORMATION

GARANTI FAKTORING A.S.
STATEMENT OF OFF-BALANCE SHEET ITEMS AS AT 31 DECEMBER 2017

(Amounts expressed in thousands of Turkish lira (“Thousands of TL”) unless otherwise indicated.)

Audited Audited
OFF-BALANCE SHEET ITEMS Notes 31 December 2017 31 December 2016
TL FC Total TL FC Total

I IRREVOCABLE FACTORING OPERATIONS 471,263 394,410 865,673 266,280 372,459 638,739
1L REVOCABLE FACTORING OPERATIONS 623,414 226,534 849,948 505,760 56,493 562,253
II.  GUARANTEES TAKEN 26.1 393,692 21,608,968 22,002,660 129,335 20,376,262, 20,505,597
1v. GUARANTEES GIVEN 26.2 1,321,944 39,898 1,361,842 1,097,330 401 1,097,731
V. COMMITMENTS 26.3 1,050 1,045 2,095 294 294 588
5.1 Irrevocable Commitments 1,050 1,045 2,095 294 294 588
5.2 Revocable Commitments - - - - - -
5.2.1  Lease Commitments - - - - - -
5.2.1.1 Finance Lease Commitments - - - - - -
5.2.1.2 Operational Lease Commitments - - - - - -
5.2.2  Other Revocable Commitments - - - - - -
VI.  DERIVATIVE FINANCIAL INSTRUMENTS 264 697,992 666,488 1,364,480 728,519 747,089 1,475,608
6.1 Derivative Financial Instruments for Hedging Purposes - - - - - -
6.1.1  Fair Value Hedges - - - - - -
6.1.2  Cash Flow Hedges - - - - - -
6.1.3  Net Investment Hedges - - - - - -
6.2 Derivative Financial Instruments Held For Trading 697,992 666,488 1,364,480 728,519 747,089 1,475,608
6.2.1  Forward Buy/Sell Transactions - - - 69 69 138
6.2.2 Swap Buy/Sell Transactions 697,992 666,488 1,364,480 728,450 747,020 1,475,470
6.2.3  Options Buy/Sell Transactions - - - - - -
6.2.4  Futures Buy/Sell Transactions - - - - - -
6.2.5  Other - - - - - -
VII.  ITEMS HELD IN CUSTODY 26.5 811,463 172,547 984,010 657,167 127,908 785,075

TOTAL OFF BALANCE SHEET ITEMS 4,320,818 23,109,890 27,430,708 3,384,685 21,680,906 25,065,591
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STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED 31 DECEMBER 2017
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(Amounts expressed in thousands of Turkish lira (“Thousands of TL”) unless otherwise indicated.)

INCOME STATEMENT

I OPERATING INCOME
FACTORING INCOME
Factoring Interest Income

1.1

1.1.1  Discount

1.1.2 Other

12 Factoring Commission Income

1.2.1  Discount

122 Other
RECEIVABLES FROM FINANCIAL LOANS

1.3 Financial Loans Interest Income

1.4 Financial Loans Fees and Commissions Receivables
OPERATING RECEIVABLES

15 Financial Leasing Receivables

1.6 Operational Leasing Receivables

1.7 Leasing Operations Fees and Commissions Receivables

1L FINANCIAL EXPENSES (-)

2.1 Interest Expense on Funds Borrowed

22 Interest Expense on Factoring Payables

23 Finance Lease Expense

2.4 Interest Expense on Securities Issued

2.5 Other Interest Expenses

2.6 Other Fees and Commissions.

1. GROSS PROFIT/LOSS (I+11)
v. OPERATING EXPENSES (-)

41 Personnel Expenses
42 Retirement Pay Provision Expenses

43 Research and Development Expenses

4.4 General Administrative Expenses

4.5 Other

V. OPERATING GROSS PROFIT/LOSS
VI OTHER OPERATION INCOME

6.1 Interest Income from Deposits

6.2 Interest Income from Reverse Repurch

6.3 Interest Income from Marketable Securities

6.3.1  Interest Income from Financial Assets Held for Trading

6.3.2  Interest Income from Financial Assets at Fair Value Through Profit and Loss
6.3.3  Interest Income from Financial Assets Available For Sale

6.3.4  Interest Income from Financial Assets Held to Maturity

6.4 Dividend Income

65 Interest Received from Money Market Placements
65.1  Derivative Financial Transactions

652  Other

6.6  Foreign Exchange Gains

67  Other

VIL.  SPECIFIC PROVISION FOR NON-PERFORMING RECEIVABLES (-)
VIII. OTHER OPERATION EXPENSES

8.1  TO OWNERS OF ORDINARY SHARES
8.1.1  Financial Assets at Fair Value Through
Profit and Loss

8.1.2  Financial Assets Available For Sale
8.1.3  Financial Assets Held to Maturity
82 Expense from Impairment on Tangible and Intangible Assets
82.1 Impairment on Tangible Assets
822  Impairment on Assets Held for
Sale and Discontinued Operations
823  Impairment on Goodwill
824  Impairment on Intangible Assets
8.2.5  Impairmenton Subsidiaries, Associates and Joint Ventures

83 Losses from Derivative Financial Transactions
8.4 Foreign Exchange Losses
85 Other

IX. NET OPERATING INCOME (I+...+VI)
X. AMOUNT IN EXCESS RECORDED AS GAIN AFTER MERGER
XI. NET MONETARY GAIN/LOSS

XII.  PROFIT/LOSS ON CONTINUING OPERATIONS BEFORE TAX (VII+VIII+IX)

XII TAX PROVISION FOR CONTINUING OPERATIONS ()
131 Current Tax Charge
132 Deferred Tax Charge (-)
133 Deferred Tax Benefit (+)
XIV. NET PERIOD PROFIT/LOSS FROM CONTINUING OPERATIONS
XV.  INCOME ON DISCONTINUED OPERATIONS
151 Income on Assets Held for Sale
152 Gain on Sale of Associates, Subsidiaries and Joint Ventures
153 Other Income on Discontinued Operations
XVI. EXPENSE ON DISCONTINUED OPERATIONS (-)
161 Expenses on Assets Held for Sale
162 Losses on Sale of Associates, Subsidiaries and Joint Ventures
163  Other Expenses on Discontinued Operations
XVIL  PROFIT/LOSS ON DISCONTINUED OPERATIONS BEFORE TAX
XVIIL. TAX PROVISION FOR DISCONTINUED OPERATIONS (&)
181 Current Tax Charge
182 Deferred Tax Charge (+)
183 Deferred Tax Benefit ()
XIX. NET PERIOD PROFIT/LOSS FROM DISCONTINUED OPERATIONS
XX.  NET PERIOD PROFIT/LOSS
Eamnings/Loss Per Share ( Kurus (0.01 TL) per thousand shares)

Audited
Notes 1 January - 31 December 2017

18 286,315
286,315

263,228

112,141

151,087

23,087

16,085

7,002

19 (252,215)
(178,093)

(59.685)

1)

(14,436)

34,100

20 (43,196)
(25,148)

(521)

(17,488)

39)

(9,096)

21 432,269
1,953

107,203
107,203

321421

1,692

22 (20,801)
23 (367,516)

(3,079)
(364,347)
(90)
34,856

34,856

10 (7,253)
(684)

(6,569)

27,603

27,603
24 034720755

Audited
1 January - 31 December 2016

244,268
244,268
222,624
77,864
144,760
21,644
16,845
4,799

(211,021)
(143,286)

(56,478)

(11,240)
33,247
(78,945)
(23,752)
(540)
(17,923)
(36,730)
(45,698)
387,949
2,331

52,564
52,564

294,795
38,259
(30,106)
(288,337)

(32,509)
(255,565)
(263)
23,808

23,808
(4,092)
(11,856)

7,764
19,716

19,716
0.24800000
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FINANCIAL
INFORMATION

GARANTI FAKTORING A.S.
STATEMENT OF PROFIT AND LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2017

(Amounts expressed in thousands of Turkish lira (“Thousands of TL”) unless otherwise indicated.)

Audited Audited
Notes | 1January - 31 December 2017 | 1 January - 31 December 2016
L PERIOD INCOME/LOSS 27,603 19,716
1. OTHER COMPREHENSIVE INCOME (70) (25)
21 ITEMS THAT WILL NOT BE RECLASSIFIED TO PROFIT OR LOSS (70) (25),
211 Gains/(losses) on revaluation of tangible asset - -
2.12 Gains/(losses) on revaluation of intangible asset - -
2.13 Gains/(losses) on remeasurement of defined benefit pension plar (89) @1
2.14 Other items that will not be reclassified to profit or los - -
2.1.5 Taxation on comprehensive income that will not be reclassified to profit or los 19 6
2.1.5.1 Tax income/charge - -
2152  Deferred tax income/charge 19 6
22 ITEMS THAT WILL BE RECLASSIFIED TO PROFIT OR LOSS - -
221 Translation differences for transactions in foreign currencic - -
222 on luation or i ion of available for sale financial ass¢ - -
223 Gains/(losses) from cash flow hedges - -
224 Gains/(losses) from net investment hedge - r
225 Other items that will be reclassified to profit or loss - -
226 Taxation on comprehensive income that will be reclassified to profit or loss - -

2261  Taxincome/charge R R
2262  Deferred tax income/charge E E
L. TOTAL COMPREHENSIVE INCOME (I+1I) 27,533 19,691
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FINANCIAL
INFORMATION

GARANTI FAKTORING A.S.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2017

(Amounts expressed in thousands of Turkish lira (“Thousands of TL”) unless otherwise indicated.)

STATEMENT OF CASH FLOWS Audited Audited
1 January - 1 January -
31 December 2017 31 December 2016
Notes

A. CASH FLOWS FROM OPERATING ACTIVITIES

1.1 Operating profit before changes in operating assets and liabilities 4,663 27,862
1.1.1  Interest/Leasing income received 257,102 236,762
1.1.2 Interest/Leasing expenses (223,524) (203,281)
1.1.3  Dividends received - -
1.1.4  Fees and commissions received 20,456 22,207
1.1.5  Other income - -
1.1.6  Collections from previously written off receivables 7 1,201 1,453
1.1.7  Payments to personnel and service suppliers (42,268) (39,973)
118 Taxes paid 10 (8.920) (5.349)
1.1.9  Other 616 16,043
12 Changes in operating assets and liabilities (306,796) 151,242
1.2.1  Net (increase) decrease in factoring receivables (563,317) 61,878
1.2.2  Net (increase) decrease in other assets (3,315) 15,699
1.2.3  Net increase (decrease) in factoring payables 1,938 5,466
1.24  Net increase (decrease) in funds borrowed 256,644 67,398
1.2.5  Net increase (decrease) in due payables - -
1.2.6  Net increase (decrease) in other liabilities 1,254 801
L Net cash provided from operating activities (302,133) 179,104

B. CASH FLOWS FROM INVESTING ACTIVITIES

21 Cash paid for purchase of joint ventures, associates and subsidiaries - -

22 Cash obtained from sale of joint ventures, associates and subsidiaries - -
23 Fixed assets purchases 8 (430) (1,530)
24 Fixed assets sales 8 - 9

25 Cash paid for purchase of financial assets available for sal¢ - -
2.6 Cash obtained from sale of financial assets available for salc - -
2.7 Cash paid for purchase of financial assets held to maturity - -

2.8 Cash obtained from sale of financial assets held to maturity - -
29 Other 9 (3,620) (4,272)
1L Net cash provided from investing activities (4,050) (5,793)

C. CASH FLOWS FROM FINANCING ACTIVITIES

3.1 Cash obtained from funds borrowed and securities issued 1,230,170 959,829
32 Cash used for repayment of funds borrowed and securities issued (916,049) (1,165,277)
33 Capital increase - -

34 Dividends paid - -
35 Payments for finance leases - -

3.6 Other - -
1L Net cash provided from financing activities 314,121 (205,448)
v. Effect of change in foreign exchange rate on cash and cash equivalents 1,656 1,322
V. Net increase/decrease in cash and cash equivalents 9,594 (30,815)
VL Cash and cash equivalents at the beginning of the period 9,603 40,418

VII.  Cash and cash equivalents at the end of the period 25 19,197 9,603
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Li
1.2
121
122
123

1.3
14
L5

16

1l
162
163
144
&5

13
(L]
1=l
1832
183
154
15.5
(B11]
Ll
1.12
1.13
L4

21
21
3}
R
112
133
134
FRE]

15

1L

a1
12
13
14

4.4

1%} Dreclion regasding v the 2017 profa disinBunios will be made o geeral sssembly mesing.

DISTRIBUTION OF CURRENT Y EAR PROFIT (%)
CILFRRENT PERIOD FROFIT

TAXES AND LEGAL DUTIES PAYABLE (-1
Comporaie b |moome 1ax)

Withholding o

Crler taces and dufies

NET PROFIT FOR THE FERIOMD {1.1-1.3)

ACCUMULATED LOSSES ()
FIRST LEGAL RESERVES [-)
OTHER STATUTORY RESERVES ()

MET PROFIT AVAILABLE FOR DISTRIBUTION [{A-{1.3+].4+0.5)
FIRST [MVIDEMD TO SHAREHOLDERS (-3

T owners ol andivary shiees

To owners of pivileged sharss

To owners of redeemed shares

To prafi sharing bonds

T hokders of profi and lows shansg cenificmes
DIVIDENTS TO PERSOSINEL {-]
DIVIDENDS TO BOARD OF DIRFCTORS (-
SECOND DIVIDENT TO SHAREHDL DERS ()

Ta mpmmare o ol e o T —
AR EWTHTS G STy SEaies

To awners of pivelloged shares

To awners of =edesemed staces

To prefil sharing bonds

To bokden of profil and loss shaning cerificaies
SECOND LEGAL RESERVES |-}

STATUS REEERVES ()
EXTRAURDINARY RESERVES

OTHER RESERVES

EPECLAL FUMDS

DISTRIBUTION OF RESERVES

APPROPRIATED RESERVES

SECOND LEGAL RESERVES (-}
DIVIDENDE TO SHAREHOLDERS ()

To gvwners of ardinary shares

To svwmers of privileged shares

T'o ewners of redeemed shares

To prefil shaning bends

To hobders of profit and loss sharing cenificaies
DIVIDERDS T PERSONNEL (<)
DIYIDENDSE T BOARD OF DIRECTORS )

EARNINGS PEB SHARE (per YVTL00 M value eack)

TO OWNERS OF ORDINARY SHARES (per YTL 200 Face value rach)
TO OWHERS OF CROINARY SHARES (%)

TOOWHERS OF FRIVILEGED SHARES

TO OWHERS OF PRIVILEQED SHARES (%)

DMVIDERND FER SHARE

TOOWHERS OF ORDINARY SHARES Cper YTL'000 face value sach)
TO COWHERS 0F ORDINARY SHARES (%)

TO OWHERS OF PRIVILEGED SHARES.

TE OWNERS OF PRIVILEGED SHARES (%)

Andted
I January -
Madlar 31 December 2007
J4RS6
] 7253
i
500
2T.603
27608
0TI
DI4TI0TS
M7

THOLIEARDE OF TURKISH LIRA {TL)

Andised

1 January -
31 Deeember 2008

23808
4052
1165
{1.764)

19516

{19.016)

24800000

124300000
.40
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GARANTI FAKTORING A 8-
NOTES TO THE FINANCIAL STATEMENTS AS AT AND

mmnmmﬂjmmm

1 DRCANIEATION AND OFFRATIONS OF THE COMPANY

Altif Fiowiin Felitoding Hiziwtheri A5, was iscorparated an 4 September 1990 mn Tordey to provide
FRarhoing services 1o indncinial and commeareial fers. The coromeaeial tifle of Ak P, Faldorm
Hromedlen A5, v climiged 0o Cewminti Felooding Hiznetleri A5, with e sppoowal of G Geieral
Amapmpbly held ow 27 BMaoch 2002 At the 1013 Geweral Asampbly Mg of fhe corpany beld o 17
Aprl 214 the commenial title of the Company was changed to Garanti Fadodng A5 (“the
Company™).

The Cormyawy offired in shares to pehlic m 1993 with the sathorration of the Capital Makeiy Board
The Company operaies I acconiance with the Capatal Mankets [ awr and “Firannal Leaing, Fartmrny
and Foancmg Companes [aw™ poblebed m fle Oficial Goete dated 17 December 2012 and
rmumbered JR495 and fhe "Repelation on Princples For Esishbishment And Opeabhas (f Fsaneal
Ay ((BESA™) dated M Apnl 2013 and rombered 2BE2 7 pahlebed 1w the Ofirial Gareite
Informatios aboot the Company™s sharsholders and resperiroe shaves are 20 follows

a1 Sorehaliius Sharvhaldom
December 2817 {96 M Iecember 2016 {96}
Torkiye Comiti Beiulow AS 65 066 .84 65 065 E1 B4
Tirkdye hewent Koedi Bokoons A5 178 9TE 7T 978
Puhilicly Traded 5561 EIE 6.561 318
Capital L E ] 108,88 [ E ] 1

The sharebnlding of T. Gaamb Beokes AS. & of 1] Derember 2017 B 3540% and T. Garamti
Beukeey AS. bew obtedord the pemeining 26,44% sheres fom public shere vis Boos bowbul (31
December 20165 55 40% ad 26, 14%).

The Company lom 156 employees an at 31 December 2017 (31 December 2016: 163).

The Company 15 rexistered m Torkey and operates at the followmg addrecr

Bk Riahalie oo Baydkden Caddes No- 25 Seoyer £ Bisbul

The Company provides fartnrmy operatiors with 17 (seventeen) branches m Torkey.
Appmval of Financial Statermesis:

the Boand of Directors decron daited 10 Tamnary 2018, The Geweral Acwmbly lom the aothority o
rchanpe the finanmal siabemenis



21
211

212

2113

214

2.2

23

ANNUAL REPORT 2017

GARANTI FAKTORING A S

'NOTES T2 THE FINARKIAL STATEMENTS AS AT AND

mmnmmﬂjmmm

BASKS OF FEFPAEATION OF THE FINANCIAL STATEMENTS

Ensiz of Presawintisn

5 of Camli

The Compawy meparea 1 fimancial siaiemesin m accondareee with “the Banking Repnlation and
Swperveaon Apency {CBRSA™) Arcoomimy and Keporting Bepnlatons™ meindigs the: commonsimee om
"“Commumiye® on Feifkem Chart of Arrownic aml Prospectss o be implemented by Fomamcial
Lreawnp Fartornpy and Frsancmsy Comyonies and on Frsaneal Siatermesiy 1o be aonomeeesd] 10 Pehbe™
poblished m the (Hfiral Gaoette dated 24 Derember 2017 2l rembered 2ERf] and the "Hepslatios
mn Principles For Establishnent And Operatioss Of Financial Leanmg, Fartmng and Frsaoemp
Compame” and other repolatsws, commosime= and rircolas pehhbiched by fhe BRSA and Torkek
Arroonting Standands [FTAS™) pehliched by the Poble Dvernght Accoontiogs aod Astibog: Stondands
Anthonity {"IJA™) fix the matte= st legidlated by fhe aforementioned epolsiaam (ngether “the
BESA Arconmbieg and Framnal Reporteg Lepelaten™)

zrven I exchanpe for aowts_

Fanrtional Corrency

Fonral statervwnis of the Compony are presented m Todash Lioa (CT1.7), whirh is the Company™s
Tomsctinmal corTency.

Prepavation of Foameial Staiermenin i Hypernflatesary Perinds

Reigteyent adpraimesin have been made tn compermaie fix the offirt of dospes m fhe peneal
“Prepaation of Foancnl Siaeoents m Hypemflshorary Penods™ (“TAS 297 fix the fimaneal
stalements prepared unhil 31 December 2004. BRSA xsned 2 coonlar om 28 Apnl 2005 staimg that fhe

mbator reqgomng the appheaton of milaten aorenting cesord o et coraeonenily ooflahom
aTning wan not agpl el n fhe financnl sabemesis afles 1 Tanmaey 2009

Offriting

Foonral avaeic awl halultiss are offect and the net amonnt & reporiked m the balance sheet when there
n a lemally exbwreable rpht 1o ot off the recopmired aowronts gl there B . mienhios to setfle o a
el lnam, or realre the swet gl seltle the hadulity strobameoosly

Chaners in Acceunbing Falicies

Chanpes in accowntng: pobcs ane apphed retmospectoeely and the proor penod finannal slaisaends ae
resiaind accardingly. The Comyawy e apphed the accousime polee=s m e with the pras fnaseal
e

Chanpes in Arceunting Extamsirs sl Erren

¥ the chanpes m accoustmy estimates relade tn only oee perod, chaspes 2 apphed m fhe corent
penod et if chospes m estimates relate o fotoe perinds, changes ane applied both s the rorest and
penod fmawrial statwresrts ane rectaied
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GARANT! FAKTORING A5
NOTES T THE FINANCIAL STATEMENTS AS AT AND

mmnmmmﬂjmmﬁﬂ.]

BASKS OF FREPARATION OF THE FINANCIAL STATEMENTE {{Cowiswmed)

The marpement 1= regomel o apply avoontme pobews and oke decisxam, evtmatimes and
rmmptuee that affect the reporied avoeia. habobbe, monee and experses . ander o prepare the
fnawrial stabrevwmis m arcontance with the BESA Arcoominp and Begwtg Legrdation Achold
remlis may diffir fioon thmr eoimates Foimate el ondertyimg sesomplions are revaeswed
rombamity. The effixt of 2 chanpe m arcoonimy ednnabs & eroFmred prospectreely I the morent
and fobnre permds. The man nole, for the: 1lems melalmg estmaies ae 2 bllows

Nole 1 —Finawrial Acwiw ot Fair Valne Thoogh Profit aed Toos

HNole § —Fartimng Eecervables

Nole 7 — Now-performing Kersrvables

HNole 8 — Tanmble Axseln

Nole 9 —Intanpmble Anaed

Nole 10 — Tax Asarls and Ligbiliting

Note 16i — Prowraons

New xnd Revired Twrkink Aromwting Sinmdsrds

Stamsdwray awd Snberpretations iomed bat st yel et

Siwpadorady srvmnd Sar wow yurt affoctive ond wou sorly sdopind

Staadanis meterpretation aul ameshments o exahine standards that are 1ooed et oot yet sffertree op
aftvr the s sty avde and mberprstahons oo m effect

TFES ¥ Fizamrinl Instravesats (3817 versea)

TFES 9 Fixanciol fnstremeorts. hom been poblsbesd by Poble Overnight Arronntng and Anditme
Stawdaris Anthomty {TPOA™) in Javsary 2017, replares the enstmg ;ondanee m TAS 39 Foaowrsn!
Increonats: Recorrition send Macerssrey This vemon mchele referals m eardier veroom of
a mew expected credit low model fir calnlating mparment an foencial aowis, 2l the new peneal
of fenral netorments from TAS 39, TFRS 9 5 effatiee b annal repoiting periods beprmmmsg
or after 1 Tamary 1R, with iy adontion pervatisd The Comeonry accmmets for 1 fartomng
apphcatyn of TFRS 9 deqwenda om the repulatiom winch will be made by BESA

TFES 15 Rrvennr from Cowtrarcty with Costsesers

An mumd 1w Septornber K16 hy A, the new standan] replares existing TFRS puidaece and
mirodores 3 e control base] revenoe recopmton mode] for contrarts with ceviome s T the e
!hnhﬂ,fdal-m:h:immmﬂ.ﬂlhﬂzanmihuh:lﬂmmnpﬂhhhmﬁﬂd,

ox after 1 Jamay 2018, with early adophon pemitied wnder TFRS. The Company 11 assesnrs the
poienhal rmpact an iy fanmal shriements yeslting from the apphcataos of TFRES 15

The new standards, amendments and interpretanions thar are issmwed By the Invermanienal
Accounning Standards Board (LASB) but not 1ssued by POA

IASE bui not yet =fferinve op o the date of 1vwarwe of the fironea] satermenis. Hoseeer, fhes
sbndards, infepretaicem and amendwenin tn exeine IFRS standands e oot vyt adaptedfioned 5
mﬂhmhhnﬂnnihﬂn]ﬁﬂﬂhﬂuljﬂisﬂlhﬂ!%nmhﬂdhal?ﬁum
mtvrpretatvws are doveed and becoame effertroe oader TAS
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Ay s expawrs] i Tk T (oosends of ~T1 . ol afbrise dicaied )

EAETS OF FRFPAEATION OF THE FINANCIAL STATEMENTS (comtimmed)

New xud Erviced Turkinh Arceowiiny Stamdsrds (conlinmed)

Amendwratz o IFRS 2 - {laniictiess sl Mosrsesi of Skorehased Paymesd
Tramssctisen

IFES ? Share Bamad Payrent hom been ameailod y TASH to maprosnr conasioney and reanlee soane
lonpahndmy ambipmbhes m shae bosed poywst arowntep The aendmesis cover  thoes
vyt aeas 1] merorement of cah-aettled share-haaord payments, 1] clesafeabon of shane-
base] payments aeitled et of tax wrfsholdmg: and m) arcommibeg for modificahon of 2 share-hesed
pryment fom csh-oeifled © aqoty-seifled Ao, e approach hes been adopied for the
mermrement of canb-attled share haaed porymenic 2= eqoity-aedfled share homed paymenis. I cetam
gy 2018, with eavher appliratios perrmtied The Compawy 15 awseony the poterthal nopact on 1s
fnawrial siaiemeryis revsltange from the apphceation of these amesdments 10 TFRS 2.
IFEK 12 — Foreipn Currescy Tramartises and Advance Comsider sbisn

On B December 2016, JASH msned IFRIC 12 Formipe Cemency Tramactess aad  Advaes
Coaruderatios to clanfy fhe arroombeg for transactons, fhat mordods the rermpt or payment of advance
roxderatyn s 2 fompe corewry. The Interpredaten covers foreen oy tonarhoss whes aw
pntity recopmizes 2 non-monedary 2ot o en-monedary habiliy ansne fom the poyment o recept
of atvanre conaderation before the entity recopmaoes the relaind smet, expeme or enme. The date
the aon-rumelary preyeryment 2wt or defered noome liaohty. If there are mditple paymests or
recepin m advance 2 daie of tnsartios » edablnbed for sach paymest or Tecept Thes [FRIC =
pHactioe fw ammnal reporing perods begrmmsg on. or after 1 Tamoary 2012 wnth eavher appheaton 1=
pmdﬂ.hﬂmnmﬁepﬁin]mﬂmﬂsﬁlmﬂﬂmﬂ:mﬂngﬁnﬂﬂe

i e e TR 17
Spnian e oad (iN A8 DAL Lo

IFRS 16 Leases

On 13 Jamary 2015, JASH poblished fl e lrasmp shandand whoch wnll replace IAS 17 Leases,
IFEIC 4 Dedermimnz Whetler an Arranpemenrt Contans a Leame 510 15 Operatae Levse —
Tocenines, and SIC 17 Evahoatieg the Sobstanes of Trammactions Iveoleng e Legal Form of 2 Leaee
and coreguaity chonpes te TAS 40 hvedmest Properties. JTFRS 16 ehoonaies the comest deal
halace shert opeating baors Testrow] theve 15 2 oaple. on-halawre sheed accoosting mode] that 3=
sinmilar tn corment firence keame accoonding. Lessny acy e ding: remains simlar fo coment prachice. The
standard 1 sffechoe for el perinds bepmomne oo or after 1 Tanoary 2019, wnth early adophion
pemitied provided that an entily aleo adopls IFRS 15 Resrrae from Contracis with Covlomers. The
IFES 15.

IFRIC 13 -Uncertainty Over Income Tax Treatments

On 17 Fome 2017, IASH 35wwed IFRIC 23 Lncerianty over Income Tax Teatments to specify how 1o
reflert tarmtamly m accoostng finw ncame tom. B may be oarlear how tax lawr apples 1o a
partirelar traworhon or coresrcdanes, or whether 2 txatvn aetharty will arcept 2 company’s tax
treatment 1AS 12 Income Tazres sper fion how tn accoont for corrent and defisrred tax, bot sob Jeror i
reflect the effects of moertamty. IFRIC 27 provides reqowements that add to the: reqomements m IAS
12 by specifymg how in reflert the effects of eweriamty m accouming for wome taom The
Interpretahion 15 efective from 1 maary 2019 wnth eanlier appliratios = peomtted The Comyony 15
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‘NOTES TO THE FINAMCIAL STATEMPNTS AS AT AND

FOH THE YEAR FHDFD 31 DECERMBFR H17

[t s e iy Torkink i (iecrarst of ~T1 7} ol attwrwioe inicates )

BASE OF PREPARATION OF THE FINANCIAL STATEMENTS {cetinmed)

5 of Sirmils A s Palici

Reovomus

Fartmimg ssrewrs merame 15 eevrpesed of eollrctod matwrest snecrre 2l cosmrreaon mromne earsed froam
advanre payresic made to crrdovner

A popobon of el reowe tnial ohianed cnshipies commisam neome. Inferest and
Divadend] revemoe from messimenis = raoenrred whes the shareholders’ nahis in recerve paymest
have been eviabdinked

flrem tn net book valoe of The elated wmet

Finonrial Tnstrawsss

Fancm] A woets

Fm]aﬂ:mdm&lnhﬂnﬁﬂh-mgqm.ﬁddmu“ﬁmﬂmﬂzuiﬁtmlm
and recenahlbes’. Thdin:ﬁnﬂmlhuﬂﬁmﬂzmﬂmnfﬂ!ﬁmnﬂmﬂn
Fiftive i hod

The ffertnve mbwet meihnd = 2 method of cakmlatnegs the aortoed comt of 2 frennal awset aud of
appropriaie a sherter period to fhe et carying amoost oe Imitial recopmition

I is rernEmeed on an effertiee aheet bars fior fmaneial aapis obber than those feanen] ssein
decgaated  at for valne throosh profit ar lows

Foruvsciel ncets of foir velss Soousd profit or los

Fm]imhﬂﬁnmlmwpnﬂmlmamﬁnﬂalmldﬂﬁ:tﬂngnﬂﬁumd

deazaatrd  hedms Related fnancial aesels are reporiesd at By valoe. Gane and lowaes that 25 2 peelit
of vahmten are booked to staieawnt of profit amd o

Told 1 Moty Ioveciammnis
oeesiments n deht secrmtes, with foos] or defeminshle payments and fired materity dade that the
Cm;myhaﬂ!pmﬂl!mhﬂaﬂﬂﬂh;hltiﬂhmi.ﬂymdaﬂﬂuhﬂ-hm

mmmﬂm:mmmhmmwm
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EASTS {OF FEEFAEATION OF THE FINANCIAL STATEMENTS (cowtiwmed)
Finsnrisl Tnstrowsty {rotiwmed)

LINncl Dek s oomiwed |
Awiabils fa Sole Fixonciol Acnts

Qooied aqomity et i and qroted rertam debt secrmtus, held by the Company that ame traded ™
an active market are daenfisd as ang avmlable for-sale irncal 2owis and e stated 2t for valoe.
Ioeesimenin m wanoted ey mvedments that are ool traded m an achiwe morket bot ae ako
cleafied a5 avxldhle fin-smle fimancal acets and saied b cogt since thear valoe caonot be rehably
m ety 2osein, whick are recopnee] in pofit o low Whene the mvectrest 1o dispesed of or 19
dedemmined o be mypared, the comulabve: fgam or o penowmly aromolated m the Dresdhments
revalnahin meerve 13 reclcafied to profit or lom.

[ P e o .
A CE el S WA AT ALTEA LaPAPCETE A ur S B MY

Factomz rerervables and other recervables ane clabed &t o valoe at snhal recopmbon. Sobseqoent 1o
mitial renpmtion Al recervables exrept for farhming receivables ame caried 2t amortized cocd wsnE
the pfiative miorest methad Indeoeri meame 15 calmbied ad aroeried by o the effectne
Tmivret rate oethed

“Replatvn o Arroenting Practwen, and Frsaneial Staterwwnin of Froanemal Leanng, Farormy and
Fancmg Companes™ publeled m the Hfmal Gazete date] 24 December 2017 and rembered
2EBE].

Twporivrasmed off Finnnrial Acontc

Fancal aswsin, cthes flen those at Eor valoe fhrreph profit or loss are selpect o nopanoment eshne
at parh halawrs chest date tn dehermime whether there = any mdeatios of opaoment of fnamreial 2ot
or foonrl aowt prowp. An eniity shall awaecs at sark balaee chest daie whedher thee = Ay
oinedrre evadence that 2 feancal aset or proop of financial asaeds 15 opasd. A foencal 2wt o
groop of financz] 2oty is o] ad impa oent lness e meored 1f there 1s clpedtive evidencs
of Impanent 25 a Tevelt of one or more eveniy ol serored after the mitna] eropmben of the amet
That lows rvent or evemin 1ot Alse have an mpact on the edimated fatone coash fows of the fnaneal
et or Froup of fisancial asets_

For lmans and rermvables, the amoent of rmyaermest w the &ffermee bebowes the 2cset’s carrying
anount aul e prevest valhe of eshmaied feiore ash fows discoonied at the oopmal effecine
Imtvyest rale

The rarying amoost of the finawrial 2wt & redoced by mparment oy directty o Al fnaoeel
aarls exrept achmng recervables. When a tade Terenvable m mncollechble. o i3 wmtten off apamst
the allowance arconmt. Chaspy=s m allowance arroomis are reenoed ™ profit or ko

With the moreption of availahle fw @ls aqorty Ttmments, 1f, I 2 cobsspeet perod the amoomnt of
the rmyanment kow decreos= and the dereane cam be related olpecdtreely o an event oo afler
ox lowa in The pxioni the carympe amonmit of the rrectnent at the dode the yonmest & reversed does
not exread what e anxetossd cost wnold kave heen hard the Trparmest ot been recopmi zed
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{ At s e in Tk Lia (o of L") oulen atheraior indicates )

EAEYS OF PEFPFAEATION OF THE FINANCIAL STATEMENTS (costimmed)
Fimanrisl Tesrawsps {oostimmed)

Fi al 2 i)

Cark wvd (ol Eopurivodawets

reachly converhble tn 2 lowres amoont of cach and ae snbgert in an Emfieant risk of chanees m
vahme

Derivative Fiuwncisl Srtravemnc svd Hadys Aceosnting:

IhCm’aidnmEmdpnnﬂyhﬂzﬁmﬂnhnf:hgunmm
ﬁn-aﬂ:nimh}hleﬂgd:n&smaﬂw:ﬁﬁnupmﬂ:ﬂnﬂmurﬂah:ghm
date 2 devreairor contract 7 entrred 1nie and are obseyently eoegsred in ther Sor valoe ot the end
of each reparinge penod. Derrvatnes are denpraied 20 held for tradog 2l el gan o koos 19
reenmed m o profit or locs omediciely as the denmvatioes do not meet the endena for hadpe
acrrrantiog desgpriie thesy provide eecrceyee hodps

Fi ul Liakiliti
sobaianee of the costracisal aranpearnic estered mito 2l The defontaorm of 2 fooanea] bbbty and an
eqly malrements An eqoty mchroment = 2oy condort that endenres a resideal mierest 1 the acos

of the Comawy after dedwrting all of iy habilities The arconmting polces adopted i specifa
Foarnria]l halulies ae dawnfied a5 ether finewmial halnbbes ot for valoe fhrongh profit or low or
her £ ol Lialita

Fnancial hababities at far valoe ox Jovm

Fancial haluliies at fair valoe flrongh profit or lows are staterd 2t far valee 2t mmial recoemibon, and
remesvered at £ar valoe as of the lalasce shewst date 2t each reporbog penod

The changrs in £ar valee are recopmized i profit or locs. The et gaim o oo reenemoesy] n pobit or
Other B sl Toabilits
sl
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{Awrts s sl iy Tk L (ibecranch: of ~ 1. ol athrarior inciaiee

RACTE ¥ TRERAT ATIOMN NF THFE FIANOTA I FENTE feomit=—sdl
BAC AFODFRADATION OF THE FINAMCIAL CTATEMENTE osiiosndlt
Tongbis Avevy avwd Amortizaion

Tanmble aogety are camed at hisioneal mat e aocoowlaed deprecaivn sl acommnlaied.
st losaes

bves. The echwated wsefol ees, rendoal valoes and deprectan method are revewses] 2t exch year
end, with the effoct of any changes m evtmate accoonied for on 2 pospectee bass.

Expenaes for the mainfesancy of tagible el e somally recorded i profit and loss ctafement
Gamn or low araan om the deposal or retmement of an em of aEble vt 19 detemined = the
diffirere between the ks proceeds and the carying amownt of the awset i recopmized m profit oo
Jom.

Tnmpillle neert Falimuiva soeful Eves {(Year)
Velocles 5

Formtore and fratoomes 315

Lezednld ompnreermenis 3-10

Tniangtbls Averty

Infanpble Fraed Asseis Aromived

hninpble mwls acqowed sqparaisly ae Eporied 2t eogd lew arovolated amorhzaten and
arrumulaied mpavent lIopws. Amerteaten x chaged om 2 straoght-line boas over thedr eabmaied
nsefal hrees The ectwmated noefol hfe and amocsctoastaon medhod ae reveeed ot the end of each awnoal
reparting penod with the sffert of aey rhampes, ™ eshrote ey acrrented for on 2 prospectree haas
Compurier Software

g 1o e the sperific software. Thea covs are amnrieeed over thewr meedol hves

Conin amoriated with developmy or mamtamne compoier soffware posamm e rEmpnred 29 2w
softeane poderts coeirolled by the Company, aul fhat wnll prolcbly maevate econome benefiis
developrent e recoenrred 25 2wty are amorhized over ther evtmatesd] nosfel e
Impazracemt of Averis

oxr chanFes in coroetawees mdicaie that the carymsg amonmt may not be recoverable. An iyt
Jom 13 reropmred Ew the amoust by winch the aswt’s carympe amoent eocesds i recoverable
amonmi. The rermeeable arrent 18 the Ingher of an 2x5pt’s Enr valoe lew costs to 56l or vahoe nome.
Far the porpoaes of asaecyny mpairent, aowis are prowped at the Lowest level for whach thene ane
separaiely identifhle rash fows (b peerating omils) Noo-feaneia] oty soffeed ooporonmest
are Teviemed fix posahle resemal of fhe Topanrrent at sack reporiing date.
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BASKS {0F FREFPAEATION OF THE FINANCIAL STATEMENTS (comtiwmed)

Capuiol Inrrowes

Lnder the Toxdoxh lawr and wmon apresments, Inng sem peymendts ae made o amployee ey or
mrvchmiarly kv the Comyawy. Swrh payments ae cons dered 35 e mart of defined retremest
bemefit plan s accandance with the TAS 19 “Employes Benefis™ ("TAS 197

of fhe employess and preenivd m the ool oo All acdonal pans ad oows e
acconded ooder the other comprehesnee Ieome

Provinores are reroenrred when the Compeny kas 2 preaent obheation 22 2 resnlt of 2 paat event, and 1
= prolakle that the Coryosry wnill be requoired in settle that chhyptaon, aed 2 rehable edmate cam be
made of the amoust of the oblizaton

The amount recopmard a3 a provians 1s the bert evtimate of the conaderation reqomesd 1o seifle the
the obhpation

Where a provivon 19 meavared oong the cash fiows evtmated o settle the present chheation i
raTying amirent = e presnt vahoe of those cash Ao,

When s or all of the econcome benefin required io seffle 2 provison ae expecied 1o he recovered
from a thand party, the recevable B recopmzed 20 an 2ot 1 11 18 virtoally cevtas that reomborse et
Bevrowming Comn

Effects of Ch e Fuxl .

prvrmmment 1 whirh the esbiy opeaies The revslts 2l fewal pemibon of the Company =
expressed m thovwands of T1., whirh 15 The fonrhinmal corescy of the Company, and the presestah o
corency for thee finanrial statwrvwenis

The forerm corency exchaspe rates wosl by the Comporry as at 31 Decomber 2017 and 31 Decemher
2014 are 3 follows

31 December 2017 31 December 2016
UsD 3,7719 35192
EURD 45155 3, 7009
GBP 50803 43189

In prepariep the finaneial sttty of the Company, tranarbines m cooenees ofher thean TL {foes g
e are recardss] at the prevanbng exchanpe raies at the trawaactan daie At sach halance showt
datr monedary Herma denmmirated m Ervpn onrencws are eiraeslated ot the aies prevmbeg ot e
balanre shoet date Nos-momstary thenm carmed at fair valoe that ane denoynmnaied m foreips correnres
e retamalate] at the mies preniling at the deie wisn By valne 139 determmned . Hon- monetary tems
that are meovared m terme of hedoracal cost na orepn corresry are oot retranslated
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{Aarxaarsty s praweres] iy Tk T (bt o ™11 e athwerasi o inclicate] §

BASTS OF FREPAERATION OF THE FINANCIAL STATEMENTS (eomtimmed)
Exrmings pox Shore

In Tokey, cormparnies can rane thear share eapital by distnbetime “Boms Shares™ in sharehalders fiom
retamed rarmngs In compotng: smngs per slare, och "“Boms Shae™ disinbahions are teated as
msned shares Accondingly, the rehmapective offect fin thow shore detdbobhow = @m0k

mnderatvn W deterrmimny the wmphtsd aveape sember of shaes oolshnding voed 1 thos
coxnpolabion

Events Aftar th Reporting Peviod

Eveniy after the balanre shesd date comprias any event between the balance shest date aud the dade of
Mdﬂuﬁmmhmqumﬁﬂnhﬁuﬂﬂu

mEwrmiemn dixclosed o pobilic

The Compawy adpcis the amormin recopmzed m i foaneial shaienwnts 1o reflest adyostogr et
after the balanre sheet date 1f soch sobssyaent eoesiy 2o

Sogweons Roporiing

HNo srprvemnial snformatios 13 dardooed a4 the Company operates s Torkey and provides ouly fartomng
ETTieem

Tncoms Tax

oo tox expence yepresents the vem of the tax comently ayable and defeared tax

The tax conentty orvable 1 bawd on toable profit for the year. Taxable profit differs from pofit as
reparied mnthe rome shriement becaose o excindes devs of momoe or expesse that are taxable o
dednriible  oiler years and i Farther excindes dems that are newsr taxahle or dedochible The
Company”s halnhty for corment trx 13 calrolaivd syt rates that haee bees enarted or sebeianirosly
enacted by fhe balance sheet dabe

Defrrmred tax 1 recopnized an differences between the camyime amousis of awels and lanbbes in the
Tnawrial staivreerty and the cormespmutmg tax hoses, vsed m the: rompniaten of toxable profi, and e
acronied for wnp the balaney sheet halbslvy medthod Defeored tax habuhties ane pessrally recopmzed
I all bl Emporary hifeewres and defemred tax #mes oe eropneed br Al dedochhle
tempoary differesees o the exient it 11 3 poboble that xable profits will be aailble apans
1 a bosness rombrsation) of other zvweis and halnbibes s 2 tanortion that afects sether the txahle
bt oy the arrommbee paofit

sobadanes awl ssscepim, and mieveds n ot Pestoes, Exeept wheae the Covyany = able 0
comirnl fhe reversal of the fempaary dffereee and 1t B probahle that the emparary e wnll
not reverse m the foreweahl e fivtome Defmed tax 25wty anong from dedwrhhle temporary differenres
xanciivd with verh revedments ard orisresia 2 only recopnreed tn the extest that 1t 15 probable ot
there wll be cuffaront taxable profity st wineh to ohlive fhe hesefiio of fhe teparary diffeearss
and they are mxpecied in revers m the hresrahle foinre.

The ooy oot of defirred tax et = revewed ot cach balawre sheet daie and redwred o the
extent that 1t = w0 Janger probable that sefficent toable profis will be avalshle to 2l all or pert of
the ot 0 he recovered
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{Aarwxnts s e i Tk L {fbararsds of T} el athwraioe indicaies] )

EAETS OF FEFFARATION OF THE FINANCIAL STATEMENTS (eowtwmed)
TIncomsr Tox [cantimmed)

Defared tox zmeto and habilitie 2re mezeesd 2t fhe tax rate fhat are expectsd i zpply in = perind
m whirh the Lhalnhty 15 seifled or fhe ot realized, bomed on tax ates (and tax ey that haee bees
enacied or yebxdanireely eracted by the halawrs shoot dade The meacorement of defired tax labahhes
and avards reflecty the tax rowssqoence thet soeld follow from the masses 0 wioch e Company
experts, at the reporing daie, in recover or seitle the carysg amoost of i 2w and habhhies
Defmred tax anoeiy and halulies are offset when fhere 13 2 lepally snfioeeahle gt o et off corent
taxatvn sathorty and the Compay  srtends 1o settle s corment toe 2oambs and habilibes on 2 ot beeos

Seartreont of Carse Flows

the Crmypay.
of the Compouy.
Caxh and Cash Foivalesis:

Cash m TL / Foreign Carrency 1 -
Banks 19 194 9.603
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FINANCIAL ASSETS AT FAIR VALUE THROTCH PROFIT AND LOSS (Met]

Derreatres finanel medremends are staded at Ear valoe. Teregoe 1w By valoe = clafied » derrvate
finawrial avrds held for tadnpe while derease m B valoe 15 chmafied 20 darvatne fesaonel
Derivniire Fimamrial Arardr Held for Teadime

sell azrerrremin an at 3] December 200 7 and 31 December 2016 are 2o folloem:

31 December 3017 31 December 2016
TL FC TL FC
Dierrvative financial assets held for rading 1937 - 336 58
19.327 - 3136 58

Derivniire Finnmrial Lisbilitiers Held for Tradinge
apremeniy and foreard contracts 25 at 31 Dersmber 2017 and 3] Decemiber X116 are as blloes

3 December 2017 31 December 2016
TL FC TL FC
Dmﬁzﬁre financial labalities bald for 2018 ] 31051 ]
trading
X018 - 31051 -
BANKS
Detmils of bawle 20 at 31 December 2017 amd 31 Dermumher 2016 are as bllows
31 December 2017 31 December 2016
TL FC TL FC
Dernand Deposiis 6177 13.019 595 9.008
6.177 13,0159 595 9,008

statervent of cash flows ane T1. 19196 = at 31 Deremiber 2017 (31 December 20116: TL. 9603
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NOTES TO THE FINANCIAL STATEMENTS AS AT AND
FOR THE YEAR ENDED 31 DECEMBER 2017

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

FINANCIAL ASSETS AVAILABLE FOR SALE

Financial assets available for sale are composed of unquoted equity share investments as at 31
December 2017 and 31 December 2016.

31 December 2017 31 December 2016

Share Share
Percentage Percentage
Carrying Value %  Carrying Value % O
Investments in shares TL FC TL FC
Factors Chain International (FCI) - 2 1,72 - 2 1,72
- 2 - 2

) Percentage of the shares change, according to the number of FCI shareholders.

FACTORING RECEIVABLES AND PAYABLES
Factoring Receivables
Details of factoring receivables as at 31 December 2017 and 31 December 2016 are as follows:

31 December 2017 31 December 2016

TL FC TL FC
Domestic and import factoring
receivables 2.272.848 319.686 1.925.231 395.619
Export factoring receivables - 798.959 - 544.132
Unearned interest income (30.821) (688) (29.537) (656)
Factoring receivables, net 2.242.027 1.117.957 1.895.694 939.095

As at 31 December 2017, there are no restructured factoring receivables included in factoring
receivables (31 December 2016: TL 6.366).

Factoring receivables that are past due but not impaired amount to TL 63.196 (31 December 2016: TL
43.540) and the delays are as follows:

31 December 2017 31 December 2016

TL FC TL FC

Overdue 1 month 5.545 27.675 3.081 9.056
Overdue 1-3 months 1.556 4.068 11.972 4.026
Overdue 3-6 months 103 - 14.487 -
Overdue 6-12 months - - 918 -
Over 12 months ) 24.249 - - -
31.453 31.743 30.458 13.082

*)Within the decision of BRSA numbered 7484, dated 8 September 2017, it has been decided to extend the
period in the Temporary Article 2 of the Regulation on Accounting Practices and Financial Statements of
Financial Leasing, Factoring and Financing Companies until 20 October 2017.
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FACTORING EECEIVAHLES AND PAYVARLES (Ceartirmed)

Forsring Papoiias

Detml of shart tem Bclorme payables 7 ai 11 December 2017 and 31 Decemher X116 ae as
Tollowr

31 December 2017 31 December 2016

TL FC L FC

Factoring payables 1435 9268 860 7.905
1435 9.265 860 7.905

Fartorwes payablen repaeewenit the amoonis of mollech o, on behalf of Bctermpr cosiormers ot trarfrmed o
the Eariewrmy cowiorns arcoonis yeb
NON-PEEFDEMING EFCFIVABLES

a at 3] Decernber 301 T and 31 December 201 & are 2= follows:

31 December 2017 31 December 2016
TL FC TL FC
Factormg receivables 95335 - 72388 -
Specific provisions (75.553) - (55.953) -
Non-performing receivables, net 19.762 - 16435 -

Ay of non-perfwmeg fartorng recervables and spenific provmios allocated fic thean as ot 31

Deremiber K17 and 31 December Fi16 ane aa Infiowr

31 December 2017 31 December 2016

Total non - Total non -

performing performing

factoring factoring

receivables Provision receivables Provizion
Orerdue up to 90 days 1.887 i 1232 M5
Orverdue for 91-130 days 1.869 34 2282 456
Orerdue for 181-365 da].-* 212 586 15376 17.643 6.02
Orvverdue for 1 year and over 58.993 59426 51231 40223
Tatal 95335 TE.553 T2388 55.053

Amonnt of collaterals rerereed for non-performmg faclomyr recevahle capyesd with the exposme 15
TL 2335 (31 Decamber 2015: TL 267E).
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1 Jamoary- 1
31 December 2017 31 Decwraler THIE
Balance az at 1 January 55953 L6
Provision provided for the period (Mote 22) ™ 20801 30106
Transfer of non-performmg receivables in the period ™ - O6.725)
Collections during the period © [1.201) (1433
Balance at the end of the period T5.553 55053

W The provisann rovided dorng the peranl and the cawslaion of e ame roveEes e o ollean

doring the pevind are pressrsied 35 5 et valoe

&% A oot of non-periaming Bcting reveivshies. nd Tebxed experees of the Comomy smonting o T
3728 wax mid 0w Fiml Yehk Yiosim A8 o xxondence with fhe Recsivohie Saley Coniracs dated 10

Deceraber 201 5 xi xu xwwwont of T1. 50,

& Eplers o the corncelisd amoont of specific provisiom prsidel in poior peciods, dee i collechions mode in

The corvemt periad |

TAMCIBILE ASSETS

The moverment of tanpile o for the period endod 71 Derember 2017 ia 28 follows

1 Jamuary 3} December
7 Additions Dizpasals 2017

Acquisition Cost
Fumitwe and fixhures 4.708 148 @ 4942
Vehicles 19 - - 19
Leasshold improvemsnts 1437 282 - 1.719
6.254 430 4 6.650
. 1 January Depreciation 31 December
Accumulated Depreciation 2017 for the period Disposals 2017
Fumniture and fixtures 2706 T4 (] 3.508
Vehicles 19 - - 19
Leasahold improvensants 1.130 B4 - 1214
3045 To8 (] 4,741
Met book valne 1388 1510

Ax at 1] Decvriber F17T, the rrscwse om tangpble 29oeis amoonts o T1. 1490 (31 December M15: T1.
1.439) aml the norascs preyniom amoonts tn T 3 (11 Derevber 2016: T1. T
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TANGIHLE ASSETS (Condinmed])
The moverment of tanpible avoeks for the period exded 31 Dersmber 2016 in as Bllows
1 January 31 December
2016 Additions Dispozals 2016
Aot el s
‘I-LI’IHMI.I'-'II e WD R
Fumiture and fixchires 3416 1.410 (2E) 4798
Vehicles 19 - - 19
Leasehold improvements 1317 120 - 1437
4.752 1530 (28 G254
e 1 January Charge for the 31 December
Accumalated Depreciation 2016 period __ Disposals 2016
Fumiture and fichires 2303 520 27 2796
Vehicles 19 - - 19
Leasehold improvements 1.076 4 - 1.130
3308 4 27 3045
Net book value 134 2309
INTAMCIHLE ASSETS
The movement of mlargible aset fior the permod mnded 31 December 2017 15 as fillows:
1 January 31 December
2017 Additions Drisposals 2017
Acormssstiom Cimt —
Rihix 1074 - - 307
Dt Softare 11993 .5 - 175
1749 E 1] - pr T ]
. 1 Jamuary Charge for 31 December
Accemmlsted Ammrtidion 3017 the period Disposals 2017
Rizhix 107 - - 307
Db (Software) 37 3348 - 12082
11410 EETT - 15158
"Nt beok valor 5210 5491
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INTANCIHLE ASSETS (Cowissrmed)
The moverment of elanmble assels fix the permod ended 31 Decemher 2016 15 a5 folloes:

1 Jan;;ﬁ Additions Disposals i D\ener;:]:ti!;

Acquizition Cost
Fighi= 31076 - - 1076
Orthar (Software) 9.681 4272 - 13.953
12757 4272 - 17.029
Acenmulated Amortization ! Jan;;i'; Charze ?;_:J:; Dispozals i Demr;ﬂhf;
Fights 3076 - - 3076
Orthar (Software) 5.930 2804 - B.734
9006 1504 - 11418
Net book value 1.751 5119

An of 31 Dersanber 2017 and 31 Deceanber 2014, the Company has ot aoy mtasgible 2ot that 15

TAX ASSETS AND LIABILITIES

Corporgio Tax

The Comyawy 15 meinedt o the Terknh ooporake taxes. Poovmson 13 made m the acoompanymg
finawrial siatwreis for the ertmoied charpe bass] on the Company™s rexlity for the year.

Corporate tax 13 apphed on taxable corpomEie ome, which 15 calewlated fiom the shiniory
taxable meceve (camed rward losoe 1 renlable gl aoestrent wsesnh veo, 1 predered).

The effisctivr tax rade m X017 in 2025 (2016 X% Wil fhe rorparaio tax mie was at the aie of 200%
aiee 1 Tammnary XI06, fix all companes ok rate kas been oot 20 TP% for the tax oo of the years
X1E, 2019 and 20H bawed o the lepislahom of the Amerdimeost o Certam Tax T s ad Other Laors

oo. 705]. Fertlermoae the Coomrl of Misviers has been anthorered 1o redore fhe mie of 2% down
1o %

In Twdory, advanre tax i are filed on 2 gearierly beem. The advance corporaie enme tax 18
rakulated as X% of fhe ncome m the year 2007 (2016: 2005). With the anendment made o the I,
this ratio was oet 2t 227% for the years 2018, 2019 and 2000,

Immh:z:ﬂhmﬂhﬁmﬁﬂnnhﬂhmﬁ@himﬂnm

In Toreey, theae 13 oo procedme for 2 feal 2wl defentree aprrenent on tax ot Compames
il thesir tax retores betoeen 1 Apnl and 25 April of the followisg year (betwesn 1t and 25th of the
Tollwmng 4 months of fhe tax year for the tax regqearnible whoe have speeal tox yeors). Tax aotharheg
may, bowrwer, eoynme varh o and the wsndedying areoomieg ook and oy eI
arpyrwis wnthin free years.
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FOR THE YEAE FNDFD) 31 IFCEMBER X017

{Ammxnts s sz i Toxkinh Tia (fhocrands of T} ouley athvresi o tudicatesd )
TAX ESSETS AND LIABITITIES {Cantimaed)

Inceaws Witsholding Tax

In addihen o rorporate oo, compames, shoold alwo caleslate Teome withholdng toes 2wl fmds
srrhorpe an any dondends disinboied . except for compames e dvudesds whe e reodest

Momgher Mo, 2006107 1 dlﬂn#ﬂ[ﬂ:ﬁiﬂ.iﬂﬁﬂmmm:ﬁiﬂm
not reinedt to mrome tax snthholdime

1 January — 1 Jnmawy —

31 December 2017 31 Decesber 2016

Reported profit bafors taxation 34 856 palr

Calculated tax on reported profit (6.971) (4.762)
Permanent differences:

Hon-daductible expenses {3) {ran

Non-taxable meome M i)

Eeversal of prior year corporate tax provision - 037

Crther _ 155 22y

Tax Charge (7.253) (4.092)

The cosporaie tax payable 2 2t 3] Decevher 2017 aml 31 Deceanber 2015 18 a5 follows-
31 December 2017 31 December 2016

Corporate tax prowision 944 16.541
Prepaid taxes (1. 3B43 (9241}
Witholding mcome taxas (349) (353)
Corporate Tax Payable / (Tax Assets) ﬂ.13§} 6047

The tax chowpe m the siaiement of profit o loos fic the perweds ended 31 December 2017 and 31
Decvwmiber X116 13 21 semmarored below-

1 Janmary- 1 January-

31 December 2017 31 December 2016

Current tax charge &7 {634] (16.341)
Eeversal of prior year corporate tax provision - 2074
Pricw year conpoaie tax rebem T - 2511
Definred tox e {chorme (5559 7.764

(7.253) {4.097)

) Inclwdes net cancellation of tax proviios amcontine tn TL 299 fir carpnate tax poyment of the
year 2015

™Y The rane that = oot 1o Beyok Mulellefler Veryi Dairs an the dale of 28 May 2015 dbont the
speni e provraon melated o e oo perfoamrsr ekl ot e W the proces of prossroivn aed
expratvn shold rot e corsdered] 25 2 redochn m e tax eae elied 0 Bvor of the Compory on 16
May N5 The st that wom arcroed ceerdy by TL 2611 has e retoored o 13 Jome 2016, The
relaivd arcent = accosmied nder “the operatng revemnes” acrnet amd e ot et ceeter] defermed
tzxx i hom been cancelled o the corent perod.
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Aty ey i Tinkish s (oo of ~T7.7) olen albvrwise il §

TAX ASSETS ANIF LIABRILITIES (Cearisswed)

belwres s txshke statsinry fineweial st aud by fnaneial statereanis prepared ™ acoondaee
with BESA Acoventing and Franeial Reporting Lemslation As at 31 December X017, the effecte
tax ratr taad W the calewlahion of defrred tax i X2% fixr the taxable o o he alored bebowen
2018 and 2000 awd 0% For the bllowng yeam {31 December 20016: 20%).

31 Necernber 2817 3 Decrsber 2816

Tesperary [lillerences

Fartorw recrivable proraoms 3N 1857
Tineanres] faricwrwy wierest oo 31.509 013
Vihatos &iffreace of derrvatree finaral st 2018 311051
Prerwsm pay provencs 1§13 154
Rewerve for employrs hevefis 2195 1°m2
Cash rellecivd ccovers o 1579 31 508
Valation &iferaron of Bt e eeerwables 1433 1.XM
i vorat o arevoal 1417 I
Oiher preverunnes, 1464 5t
Tamporery differances rolatnd tn dafrrrad tax avsate 182288 11358
Vit differvares of derrrairee finonmal #aaeis 1937 ™
Prepaid Ietier of rowarvier: s onderesriing cormmissane, 3089 -
Temporary differraces mn taopible and mtaneble ool 2055 1.3RA
Comneoann e armoals 1141 549
Valsates Effrarey of bondy and fimds Inemosed 395 7

Tamporery deffxances rlatl s defarred tux: el 268 2976

Deferred tax azsets / (Habilities)

Factoning recervable provisions 11.523 8.571
Uneamed factormg mterest meome 6933 6.035
Vahliztion differences of derivative finaneial assets 444 6211
Besarve for employee banefits 439 358
Premmim pay provision 368 304
Cash collected commissions 47 702
Vahiztion differences of factormg receivablas 315 245
Unused vacation accrual 4 175
Oither provisions 313 115
Deferred tax assets 21306 32.720
Vahlztion differences of derivative financial assets (4250 )]
Prepaid letter of guarantee and mmderwiitimg commissions (678) -
Temporary differences on tangible and mtangible assets (452) 7
Commuission income aceruals (251) {1100
Valuation differences of bonds and fimds borrowed (88) (19
Dieferred tax habilities (5.721) (=B5)

Dieferred tax assets (met) 15.585 21135
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‘NOTES TO THE FINARCIAL STATEMENTS AS AT AND

FOR THE YEAK FNDED 3] DECEMHBER M17

{ At s e in Thrki Lia (xrarc of =11 oulen atbvraior inficated )

TAX ASSFTS AN LIABTLTTIES (Camitwned)
Movements of defermed tax axasts ame as bllows

1 Jammary -
31 December 2017

1 Jamuary -

31 December 2016

1 Jammary 22135 14365
Defarred tax mcome / (expansa) (6.5369) T84
Defarred tax mcome / (expense) classified under other

comprehensive income 19 ]
Balance at the end of the period 15,585 11135

PREPAITN EXPENSES AND OTHER ASSFTS

Detmby of prepad expeames 2a at 31 Decermber 201 T and 31 December 2016 are 2= foll o

31 December 2017

31 December 2016

TL FC TL FC

Lettrr of poesrantes commmes e 1.700 - 1.566 -
Bond 1smoonce brokera e cormm soons 1.383 - 1.035 -
Marissarnes experse 393 - - -
Tooranre e, 53 - 554 -
Other i 137 37 &8
3.568 137 3.242 63

Detxila of oiher a5 25 2t 11 Derember 2017 and 31 Derember 20146 are » llows

31 December 2017 31 December 2016
TL FC TL FC
Eecervables from BITT aceruals 4286 - 3.142 92
Eecervables related with comt expensas 1.013 - 1.174 -
Orthier 52 229 68 TRO
5.351 210 4.384 872
FUNDS BHOEEOWED
Detaih of fonds boororersl s at 31 December 2017 and 31 December 2016 are 2= fmllows:
31 December 2017 31 December 2016
TL FC TL FC
Funds borrowed 1.698 504 T20.251 1.639 361 510.086
1.698.204 Ta0.251 1.639.361 £10.086
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1z FUNDS BOEROWED (Cselwasd)

31 December 2017 31 December 2016
TL Equivalent TL Equivalent

Original Interest Bate Upto 1 Vear and Original Interast Rate Upto 1 Year and

Amount (™) 1 Year aver Amount (%) 1 Year over
TL 1608504 1390-1750 1.608.504 - 1639381 040-1418 1.639.3461
UsD 46919  D2%-230 176.974 - 751 1.15-2,04 2.643 -
EURD E7676 D183120 392,197 140,014 132942 025242 395885 07317
GEP 2178 07100 11.0466 - 3297  0,77-1,15 14.241 -
Taotal 1.178.741 1400014 2052130 07317

raies 25 2t 11 Devember 2017 and 31 Derember X016

TL 1303354 of the fonds borowred as at 31 Derember 2017 is borrowed finm Takasbank Money
Market (31 Decermber 2016: TL 325072) TL. 1314500 waxth of poaamiee oy been zrven for fhe
Tomdds barrmred fiom Takashank Mosey Market {31 Decmmber 2016 TL 1 085 000).

An of 31 Derenher 2017 2wl 11 Dermmber 20146, the remamng fonds borroesd are sreollateaboeesd]

13 MAREETABLF SECURITIES ISSUEIF
Detmk of madetabhle ssrormhies ieoed 2 at 31 December 201 T anid 31 Decermnber 201 & are 20 follows:

31 Decersher TH T 31 Diervanlver 216
TL EC TL FC
F.5
Mol E# 913 - 5X0m1 -
ot _ 750 TR0 - 195 M0 -
Carrymye Valor b o - S5E3.51% -
1 Jasmary —31 Decessher 281T 1 Jasuary — 31 Decessher 2816
Nossiusl Nemimal
Diate of ixome value Mdxtwrity Duiv of one value Msturity
21082017 BE.40] 1403 2018 2207016 T5.000 21012017
25003017 50.000 27032018 1511016 217351 12052017
31102017 158 340 244 2018 30112016 110.740 26.05.2017
15112017 E1.ES0 11052018 1412016 £7.500 05.052017
201123017 135511 18052018 2112016 30200 23.09.2017
13123017 91.050 05.0& 2018
71223017 141731 1906 1018

Tutal 334913 520.731
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MISCEITANFINE PAYARLES AND OTHEE LIABILITIES
Detmily of miorsllaneoos payahle 2 2t 31 Decermber 201 T aml 31 Decsonber 2016 are 2 foll e

31 December 2017 31 December 2016

TL FC TL FC
Deefixred cxwrsronom 1.579 - 3.508 -
Sundry creditors 396 36 619 126
Transitory habality accounts 3l6 449 725 1.310
Mizcellaneous Payables 1.291 485 4.852 1.436
(Guarantee payments to customers - 25 - 130
Other Liabilities - 25 - 130

TAX PAYVARLFS AND LIARILITIES
Detmh of txoe= payables aml habilie=s 2 at 31 Dacemiber 2017 and 31 December 2016 are 2= filkowm:

31 December 2017 31 December 2016
TL FC TL FC
BITT payable 1.790 - 1313 -
Social security premiums payable TE7 - 7 -
Income tax payable 512 - 503 -
VAT pavable 66 - 2 -
Stamp tax payabla 17 - 14 -
3.202 - 1576 -
PREOVIEITNG
Detail of proergons 25 at 11 Dersamber 2017 and 7] Derember 2016 are  follows
31 December 2017 31 December 2016
TL FC TL FC
Provision for emplovee benefits 4 385 - 4188 -
Proniision for lawsuits 406 - 3ls -
Provision for brokerage commisions - 482 - 412
Other provisions ] - 260 -
5.351 482 4.764 412
Pruvisien for Fapleyes Bensfitz

Prowimion fixr empleryes benefity v 2t 3] December 2017 inclodes retimermest pay provsaos amoosting
to TL 2195 (31 Deramber M16- TL. 1797, ueeed varshoe acoml amoosime 0 T1. 1017 31
Derrmber 2016: TL. 375] and persanee] boms acenmal anconine tn TL 1 673 (31 December 2016- TL
1.5207. (Nirke XT)

Lnder the Twlash Labor Lawr, the Comyawy = regowred o pay employment tmomimaton benefiis 1o
each employes whno has palified.
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PROVIEINNG (Caxtivned)

Provisien far Fapleyss Beasity (Coxtwrwed)

Rt Poy Provision (Contimed)

Same tarmhonal povraons reated tn the pre-ashreoed savce term weae excdnded from the scope
of the Lawr since the related Law wom amended a of 23 May X2 The amoont of compensatin tn be
pad » egual o oee month’s alary and @ 2t 7] December 2017, Thas amonnt x hrmoled o 2 maxomom
of TL 4.732 AR (fell] {1 Decemmber 2016 TL 4 297 2] {full)) The amrent of campearmation 1o e pad
= aqgual tn ane manth’s lary for every 2l srch year of employment

with mflabhen Tina, the discoust raie apphed represnts the exrpecied mal rate after adyostng for fhe
anhayoated effects of folee mflaten Concsmoently, m the ascompanyme foonea] saisments 25 at 31
Dervmber 2017, the provimen hon heen ralrolsied hy estinating the prosent valee of the fuiome
2 dmcount rate of 11, 70%, recolting in 2 meal dsoont rae of appeeoraiely 3 04% (11 Decormber
201 6: mitabion rate of 7 B, discvent raie of 11 X%, 1eal derownt rate of approsooatehy 1,1 5%).

Movemeni of retwrrment oy provranm m the permod 1 as bllows

1 January- 1 January-
31 Decemnber 2017 31 December 2016
Net lisbility at the he-nnmq g of the pen.od 1.792 1442
Severance indenmuty paid in the period (20T (221}
Eetirernant provision recopnized under meome staterment 521 540
Eecopnized under other comprehensive income /
[expense) 39 E
Net liability at the end of period 2.195 1.792
Perereme! Bowas Accrual

Movemont of the perscwws] b, provia o m the pered w2 blloer

1 Janmpar-

1 Jamnary-

31 December 2017 31 December 2016
Balance at 1 Janoary 150 894
Paid in the period (2.229) (1.839)
Feversal (246 (38)
Arromal fix fhe pered 2624 2499
Balance at the end of the peried 1673 1520
Crarwed Focusow Areraral
Movemont of the aeosed varatim asemal dormg fhe perind 15 25 follmes-
1 January- 1 January-
31 December 2017 31 December 2016
Balance at 1 January 576 318
Paid mn the period {73) (38)
Feversal (105) (67T)
Arcmal fiw the periad 314 163
Balance at the end of the period 1.017 576
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NOIYS TO THE FINARCIAL STATEMENTS AS AT AND
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{Arwxnts s e i Toxkih T (lborands of =T culens aherarioe il )

PROVIEINS {Caxtiwned)
CHker Provisiens

An at 3] Dermmber 2017, the Compawy oo set aude T1. 432 rorregeandest expeass, TL 406
oty lepal proceedngs amd T1. 60 other provmon {As of 31 Decmmher 2016, cormspomdent
expenaes avomiig o TL 412, proveios e lepal proessdnes aoeventme to T1. 316, other provion

31 December 2017 31 December 2016
TL FC TL FC
Balance at 1 January 576 412 419 335
Reversal {200) (412) (103) (335)
Pronasion provided for the period 20 4E2 260 412
Balance at the and of the nerind 466 482 £76 412
SHAREROLIERS' EQUITY
Puid-iw Capitel

An at 3] December 2017, the Campany™s share ramial amoonis 1o T 72 3500 {31 Derember 201 6- TL
To50. As at 3] Decomber 217, the Company s 7950000000 31 December 2015
T250.000 000) ot reprisned shares coasing of 4 004 241 91 prefiared shaves and 3945 757030
ordinary showes with a pir Wlie of Kuny (K™ 1 each (31 December 2016: Er 1)

Capital Kearrre

Nome {31 Dermmber 2015: Hone)

Dby Coamprebrusive Incoms sr Exprase

An at 1] December 2017, TL {397]) mriodes artoanal panf lowoes of smployee femmataon beaefiis
and 1 defeoed tax effert that wall oot be rerlaonfied soborpeenthy o profit or o (31 December

2016: TL {327] moiodes arioarial prw' losses of employer ermination benefis and oy defirred x

Prefl Erserves
An 3t 3] Decepher 2017, the Comyaey s profit recerws comproe of the lepal s amoosting o

TL 749 {3] Decepber 2016 TL. 6.395] and extracriimary resrves amoonimg o T 98979 (31
Decermber X116 T1. 79 263).
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SHARERILIFRS EQUITY {Caxtiwoed)
FProfit Distributisn
2006 FREOFTT INSTRIBUTTON TAHLE

Nt Profit for The year 19.716
[E0]
DISTRIBUTARLE NET FEOFTT OF THE FERIOD 19.116
[
19.177
15116

DFERATING INOOME
The detmib of operims moome for the peniods ended 31 December 2017 and 31 Decemlber X116 are

a Inllows
1 January- 1 Janmary -
31 December 2017 31 December 2016
FPackwing fie arnl romsmiisnan income {nef] il f) 21.6M
6315 244268

FINANCE EXPENSES

The detals of fimamee expeaes fior the periods ended 31 Decsember 2017 aml 31 Decsanber 20156 ame 25

folkrarr
1 1 Iy
31 Diervrlvesr 2817 3] Decomher &
Intarest expenses on fimds borrowed 1o 143 286
Interest expenses on marketable sacurities 1ssued 59685 Sa478
Fees and conmussions paid 14436 1140
Other interest expensas 1 17
252215 210070
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OPERATING EXPENSES
The details of operating expenses for the periods ended 31 December 2017 and 31 December 2016 are
as follows:
1 January- 1 January -
31 December 31 December
2017 2016
Personnel expenses 25.148 23.752
Depreciation and amortization charges 4.146 3.378
Vehicle expenses 2.208 2.062
Rent expenses 2.092 1.807
IT maintenance and contract expenses 1.869 1.724
Consultancy expenses 1.291 702
Maintenance and repair expenses 1.293 1.078
Communication expenses 953 784
Subscription expenses 642 1.140
Representation expenses 583 619
Provision for employee termination benefits expense (Note 16) 521 540
Lawsuit expenses 519 754
Taxes and duties 485 1.136
Travel expenses 308 330
Loss on sale of non-performing factoring receivables - 36.676
Other 1.138 2.463
43.196 78.945

The details of personnel expenses classified under operating expenses for the periods ended 31

December 2017 and 31 December 2016 are as follows:

1 January- 1 January -

31 December 31 December

2017 2016

Salaries and wages 17.269 16.197
Bonuses 2.624 2.499
Social security premium employer’s share 2.322 2.219
Personnel food expenses 581 628
Personnel transportation expenses 601 564
Insurance expenses 492 492
Per diem payments 287 281
Unemployment insurance employer’s share 273 262
Training expenses 170 172
Other 529 438
25.148 23.752
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I1 OTHER OPEEATING INCDME
The deimls of other operainye meame for the penods mnded 2 2t 31 Deeember 2017 and 31 Deceanber

2016 are an Inllows

1 Jammary- 1 Jamuary -
31 December 2017 31 December 2016
Foreizn exchange paims 321 421 L
Income on derrvative financial transactions 107 X3 5256
Interest mcome on bank deposits 1953 211

Reversal of provision for the non-performing
factoring recervables (MNote 7) - kW)
Otther 1652 1.333
432260 IF

Foreipn exrhanps gama fir the peviod ended 31 Dermmber X017 mrhodes T1. 36980 foreimn exrlongs
differecrs o foreipn coreey mdered Bcterig rerevables (31 Decsmber 2018 T1. 59.712)

2 SPECIFIC PROVISTONE FOR NON-FERFORMING EECEIVAHRLES
The datails of proerion. for noo-perfimmng recervable for the perinds ended 31 Derember 2017 and

31 Dersmber X116 ave an folloom:
1 Fammary 1 Jarmwry -
31 Dereralws 7R17 31 December 2016
Specific provision expenses 2050 ¥ 10&

A1 106

4] OTHER OPEEATING EXFENEES
The detmils of other npeminpE Pxpenses or the periods enaded 3] December 2017 and 31 December

2016 are an fnlkerwrs
1 January- January -
M December 2017 31 Decemmber M6
Foreizn exchange losses 364347 255565
Losses on dermvative financial transactions 3079 32509
(Othier o0 2
367516 188337

Farmpn exchanpe kowse, o the perod ended 31 Decomber 2017 mchode, TT . B 313 foveipn exrhongs
diffrencrs o foreipn ooy dered Bartewnng rerervables {3 1 Derember 20146 T1. 2 375].



24

25

ANNUAL REPORT 2017

GARANTI FAKTORING A.S.
NOTES TO THE FINANCIAL STATEMENTS AS AT AND
FOR THE YEAR ENDED 31 DECEMBER 2017

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

EARNINGS PER SHARE

Calculation of earnings per share for the periods ended 31 December 2017 and 31 December 2016 are
as follows:

1 January — 1 January —

31 December 2017 31 December 2016

Net profit for the period 27.603 19.716
Weighted average number of shares with

1 KR of nominal value (thousand) 7.950.000 7.950.000

Earnings per thousand shares (KR) 347,21 248,00

RELATED PARTY TRANSACTIONS

The details of receivables and payables due from and due to related parties as of 31 December 2017
and 31 December 2016 are as follows:

31 December 2017 31 December 2016

TL FC TL FC

Bank balances
Tirkiye Garanti Bankas1 A.S. 6.094 7.556 560 8.465
Demand deposits 6.094 7.556 560 8.465
Garantibank International NV 2 5.435 - 522
Demand deposits 2 5.435 - 522
6.096 12.991 560 8.987

The amount of cheques and notes at custody of Tiirkiye Garanti Bankas1 A.S. related with factoring
receivables as of 31 December 2017 is TL 835.300 (31 December 2016: TL 649.571).

31 December 2017 31 December 2016
TL FC TL FC
Factoring receivables
Ayson Geoteknik ve Deniz Insaat A.S. - - 4.486 -
- - 4.486 -
31 December 2017 31 December 2016
TL FC TL FC
Funds borrowed
Tiirkiye Garanti Bankas1 AS 155.860 140.014 - 114.052
Garantibank International NV 40.384 - - _

196.244 140.014 - 114.052
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(At se-rxreee] in Tiakish L (oo of ™11 oullen atherioe indicale] )

25 RELATED PARTY TRANSACTIONS (Comitmard)

31 Decrrabeer 1817 31 December 216
TL FC TL FC
Oiher Payahles
Crsiiti Fitinion] Kirsleinn A 5. - - 21 -
Tikrye Gasoh Baolow A5, - - 42 2
- - 1

The Coopewy has made prarchas= amormting to TL 1506 fom Geeeoti Biligiko Telooobolisi we
Ticmiet A5 o the pecid cinded 31 December 2017 (31 Derember 2016 TL 3223 from Gaant

Bilisin Telavolod i w Tieatet A5,
The detmls of recervables and payables dor from and dee o eladed pwhes” offiolwee shest
trarmactvem 26 of 11 Dermuber 2017 and 31 Deremiber X116 are @ bllows

31 December 2017 31 Deresber 2016

TL. FC TL. FO

Dertvative Apreements
Tirkiye Gamanti Bankas AS 3111286 388 15T 32 &R 231 &D8
Currency swap purchase transactions 321 2B5 - 12 653 -
Currency swap sale transachons - 308 157 - 231 500
Garantibank International NV - - 473711 5T
Currency swap purchase fransactions - - 47371 2597
Currency swap sale transactions - - - 55328

3I1.2E& J88.157 280.034 289.515
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horrevwe and expease from related portes for the perinds ssded 31 Decomber 2017 and 31 December

215 are an follows

1 January —
31 December 2017

1 April -
31 December 2016

Interest income on bank deposits

Tiirkiye Garanti Bankas A S. 51 32
51 32
Interest income from factoring receivables
Dofus Yaym Grubu A5, 117 2,044
Garanti Bank Infernational MV 76 36
Startv Medya Hizmetlen A S. - 213
Ayson Geotcknik ve Deniz Ingaat A5, - 16
193 188
Fees and commissions from factoring receivables
Dofus Yayn Grubu AS 4 -
Ayson Geotelnik Ve Deniz Ingaat A S, 138 —
532 -
Interest expenszes on fund: borrowed
Tirkiye Garanti Bankas A §. 5336 4410
Garant: Bank Infernational MV 191 1.149
1I17 5.550
Fees and commissions given
Garanti Yatrum Menkul EKiymetler AS, 1131 2135
Tirkiye Garanti Bankas A S 475 90
Garant: Bank Infernational NV 167 34
2.7 2.350
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{ Ak s e in Thorkin T ixa (e of 1.} ke atherwioe indirater |

HETATEN FARTY THANE AT TINNG S smbiwnedt

ASRmETa Y

1 Tnmscy- 1 Inmmary-

Canarw! Adeinistraton Exprasey {7 I Decrmiwy 2817 31 Deormber M6
Torkive Gaonotl Beaokwn AJ imas 1.725
Gampd Alo Yiostim Hiaoetle Aj 1337 129¢
Ivmobad Trkna 7o Sekinon Braokem A% 1002 17
Gamod Flosoml Kimisme A3 s
Antor Tordam A3 nz 145
Gampd Emaklilik vo Hwymt A3 [ ] 1]
Dotoy Bigl Ilom ve Toknokii Hismotied A3, [ ] 5
5214 A RET

% Fachui: vl snpeea. IT iy sl Gl Opmnee Cariee oo OF sl spmnos, travel ey

T ol TR AT TN
1 Jeecmy 1 Iammury-
Il Decesdwr 2817 31 Decrmber M6

Tiadye Gacanti Bapkwn A5, 33300 21X 444

Garanti Bank Interesticsal N B 115 10815
A3 F28 39 258

Leves v Finascisl Dervralires

Tadaye Garanti Bapkwn A5, 11z 4187

Garanti Bank Interesticsal N Bkl 65
4 82 !.'Hi

Salary s siheer bemefiiz provded in beard mesmlvers xud execubives:

The armoont of salary and oiher beefits proedod 1o hoard memibem and exerotives by the Campany
o the penod ended 31 December 2017 = TL 12798 (31 December 2015 TL 10552).
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A s i Tiodosh T (s of ~T1 .y ol s indiaied

. ] CONTINGCENT ASSETS ANIF LIARILITIES
2.1 GCerawires BErceived
Coaciwe, recerved for the Company’s Erkwing receivable aa at 31 December 2017 and 31
Decrmber X116 are 2 follows
31 December 2017 31 December 2016
TL FC IL FC
Sureties recerved ™ - 18.108.908 - 18474 453
Finance notes 34233 2477359 4710 1859513
Comespondent guarantess - 966822 - -
Insurance coverage 241473 31044 - -
Letters of guarantes 65.000 - T8.400 2394
Mortzage 30,625 - 33.500 -
Chattel mortgage 281 24 835 231 20404
Transfer of clamm ansing from letter
of guarantees 13080 - 12.430 4252
Customer cheques - - 14 4329
Pledzpe - - - 10517
393,602 11.608.268 119,335 20.376.262

omiexi of ine Ty oo
62 Cosrasire Civen
Cnaranies preen  at 31 Derember 2017 amd 31 Deremiber 2016 cooast of letiers of poaantes preen

31 December 2017 31 December 2016
TL FC TL FC
Takasbank (Mote 12} 1.314.500 - 1.089.000 -
(Guarantess given to correspondents - 30508 - -
Comts 7433 390 8324 401
Other 11 - 6 -
1.321.944 39.398 1.097.330 401

263 Commilwsmix
TL egmvalent of nommal vales of comemimends peen 21 2t 31 Deremiber 201 T and 21 December

2016 are 2 Inllowr
31 December 2017 31 December 16
TL FC TL FC
Foreign exchangze buy-sell
commutments 1.050 1.045 294 294

1.050 1.045 194 194
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{ At s e in Tork s T (s of ~T1.") ol athwrarioe e )

P CONTINCENT ASSETS ANDF LIABILITIES (Cowtimed)
The detnls of dermvative apreemests as at 31 December 2017 and 31 December 2011 are 20 folloem:
31 December 2017 31 December 2016
TL FC TL FC
Cumrency swap buy transactions 697992 - T2E 430 2.597
Currency swap sell transactions - 666 488 - T44 423
Forward foreign currency
purchases - - 59 -
Forward foreizn currency sales - - - 69
697,003 666,458 715519 747.089

255 Safrty Securities
The detonly of checyw=, and noies m collertion 2 2t 3] December 2017 amd 31 Derember 2016 are a5

Tolkorwrs
31 Decembber 21T 31 Necesdher H16
IL Fo I ¥
Cheque=. i collectzn 306 153 153674 &3] .69 102 628
Motes i collertinm 5.150 1E X273 5471 25280

a11.463 1TLS4T S5T.167 117.908
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FOR THE YEAR FHDET} 31 DECEMAFR W17

(At s e in Torkich I i (v of T} culen abvrmsior indicatesd |

NATUEE AND} LEVEL OF REKS FROM FINANCIAT. INSTRUMENTE

B ind Rink M ‘P and Palics

The Company’s nak monapevwnt chaolepy amm 0 meaene e nde n e fomeoork of e
Company”s actrvites by coradermy the nisk-msinrs balanes fior the opiorsm . allocation of the capial
and prowrth.

mapement Implementatos e defined by analyane nsks aoondmye o the wheme, naoe and
Crada Brek

The Company m expoued o cedit nsk throoph s fctorieg trawsatasm. The allocatin and
Under the mredit allocatios:;

Credit enmmitiee of Garnti Faloriing AS. aweoee loon apphicationn fom oostoners on. a -weskdy
Withme fhe sope of the soscwvwot, puabity of recenahls borrower's credibiliity and the coniest of
the hade arr mven parhroly ooporiawe With the credit oot allocaten, “Temt valsdbdy tome™
apphcaizn ® apphed. maxmom hoeit 5 pamis] only or e year, bot wath the deamon of fhe
maperent the tome ot can be redwred to shorier peresds for contrl porposes.

carried oot bascalby 1wt ways:

1. ooy hamed Liemt allorahor, 2 ot allocaton m made 1o the appropoate beyer / seller de
bomower company thai compivs with e coiena winch e Geierroeed by e Creddd Comemiiee.
Thee e wreld be rensed f ereocry, depemdng on the nerkst conditeam, wrehmal
Jonzer vahid for 2 comlomer afler the loan allocatyn . any ofher loon disborsemenis are stopped |, and fhe

Credit oo phome:

WMMEMEMMWMM;MM
rermyshlbe and nreoxss o momiceed on 2 doly bewe and f desoed ecooory,  addiieral

bl ernr s et shont cestoamess are mads

In order o Mllow the orstomes = with npmfcant eExpoyees, the op X borowers with the nphest
sk, or the expoane to the ehind parhes ae epeated in the Asoet-1 bty Covemtier om 2 weskly
bama.
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MFM&&
Nﬂnﬂmmmmmmﬁsﬂm
FOR THE YEAR FHIDFT} 31 IECFMH
mmnmmmﬂjmmm

NATUEE ANDN LEVEL OF REEKS FEOM FINANCIAT, INSTRUMENTE {Coanili naed)

Aok Bivk
MCmyﬂummhnimndﬂmmthmm
trarmachons withm fhe Ik approved by the Boand of Doeclors. The mapr cosit slement of il
Companry 15 fhe nierest expwes; from bormowrg= and 3 may be afferied by fhe factsatons 1 fhe maded
o the mierest erpeciaiven m the mnket In addten o memeee the cash fowr and hymdily sk, the
Foreipn exchonge nisk = monioned by the end of day opes positon miis onder the Tieorary
Tareacian Lt and end of day open posiioms are reported o the Company’s monapement
Lugmirty Bk » manayzed by the Trearery and Aot Lialehiy Coremities within the frareerork: of the

sk manapement poboiem, m order o take the sermary meaome hmely sl arcoratsly o avoed the
hepmichiy shoatame doe to fhe markost condihere aul the balanee sheet stmciare

Daly hqmdrdy manszenent 1o camed ost by the Toeorsy Depariment Treassry, winle performms:
Tegedity maramyanent is camied oet by the Treasory mn areordawre with the Acowt Lialnhity Committes
deciai

The company pobey for the Liomdity manopyawnt 1s denpned in hoee the soffiewot hegndity 1n onder

oot the awet stroctme o are efhoesl masaperent of bhqmdity, folkrene pomis ae tEen
min coxrderation-

= Exr of hquudity,

= Eaae of hegndity of callaerals reesnvel

The necevary diverafiration of oy and Iebelties 15 provided ™ order o falfil the paymest
chhpahoes cossdermpy the related comences The Company mosiom camb flows fiom aaets and
bkt and preducts fotere hooidity needs n TL. 2l FX hqodity rosapement

Company's own fnanmal mdicaters 21 well 2 the Tordosh cqntal market, erroecromie data and
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mmnmlnﬂjmmm

NATUEE ANDLEVEL OF REKS FEOM FINANCIAL. INSTRUMENTS {Catineed]
Faourisl Knk Mawsprassalt Parpasss xuid Palices (Coadimeed)

Operciional Rrck

axizam. The nhmate repoeslbiliy v om the rebeorant sor manapement In ooder tn oeate an
effectve “misrmal conirnl sydem™, the Compary makes nerewary mpamrahosal arranpsmemis
eviablinhes the appopriale cooooricatos aul odoomatios sysees ad  conditole, monitorings
fowrtios
Hmlﬂﬂhmnmmibhﬁmhaﬁiimimmﬂm

= __ 1L L & __a-_ i —E__ 3 1_ al__ = =L _

reaporrahle fiom rreatiag 2 oownd miermal contol EeTerent aad 1 coordnaten awd alon carying
out of the Company™ operatioss within the lepelatvn and repelaticos and m arcordanee with the
Company mumapement stralepy and pobcy. In order o ensoe complosce with mebonal and
mteraatimeal repnlatens | shethen ane cared oot by the complonee officer 1 the srope of the ctratey
ppeatimmal ks m momitorel repnlady by the Inbamal Andit Departoent In thos conbexd, syshan
comirnks that combiote the miermal rondrol sysiem, boanes cycle comirols perkarneed by the siaff,
orpanoatvwa] siictere. srprezaton of dotun, and hoaeally prwaal romirel srenoment e svosowsd

Thnm:mheluinmlmﬂyatﬂ!h:huﬂn!hmmm

from The enwrpency aml conhmpency plans and fher backogs nh@ﬂnl

Far the parpoares of lepal ek nmonazement. avanldble contrnks that are denpoed fir momtonsg: of the

Sisen
npmiicance of the traracbhans fior the Company, sk mrvolved and probable amorent of the low and
ExpEnee provese 2l oo debomernent procecs

Dpraabonal ek are repted o the Andii Commmitee by the Internal Andit Depariment In addison,
the rolate] bewimess i ond omsin requet their oom operatiosal el o ther egectoe senior
manapemnent
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NOTES TO THE FIMANCIAL STATEMENTS AS AT AND
FOH THE YEAE FNDFTD) 31 DFCEMAPR M17
{ Ak e e in ok T (oarands of =T ol atbermioe il |

NATUEE AND LEYFL OF REES FEOM FINANCIAT. INSTRUMENTE {Conlinmed)
Rapmvarton Rivk

employess to fhae ke

The Comparry tnes o avoid any kind of operation that woold create 2 repotataal nisk o the eyes of
repnlainm, 1 odomes and ofber mooket parbicpants 2wl perfrm s meEximem offiat o e
beeefinal 1o fhe soowly, natore sl bevewty. The Compawy peforms 11°a all tareecians and
oparatimes witlon the famemork of camplianee with the lemsltion. corporate povermanee prnemples,
social | ethiral 2wl evovrmemental proocrples

In order in repulaie the bebavime—al affam of s employes and ther ooses elabormings, "Fiacal
Prnciples Procedore™ and "Frand and Unethical Belorrioor  Prevenhos Pnl:l:_'.r' dormments ae
Cmyhmﬁﬂulhhﬁt@hdmpﬂemiﬂmmeﬁnthﬂ!
Famesmk of corporaie Arvemanee praneples.
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WOTES TO THE FINARCIAL STATEMENTS AS AT AND

FOR THE YEARE ENIHD 31 DECEMBER 2017

Aty -] in Tk T (oo of ~17.7) ol st indiaied )

NATUEE AND LEVEL OF REKS DERTVED FRIOM FINANCIAL INSTEUMENTS (C ol iward)

31 Deczraleer TH 7 _

- Caianeg Total Expecivd L imaw 3
E-in:i-ilﬁt-:iu A : Cos ChutFh i 312 el
 P— ——

& T AZTIRIT JIRLER2 2MSTIS 3R RST
R T —— 141B 755 2436790 2 21DSESS 03
Bonds mveed o558 B 911 1345401 98 512
Farkewing payables 10008 1074 10703 -
Sundry crediiean 2768 Ny TG -

R Carrying Ishal Expected Lo than 3
w Ralatwrition A : Coxsh Dhuifh i 3112 s
—C—c—— =
e -

H JL50 31155 12312 24143
e ray- el
comivasaiy _ _ _
Deerivatve coh mllows &9 012 7046588 454131 250557
Dervatree cash mtfloas (AE753T) (41219 (225314)

Cobeifbrwzr swils

(6675333
- Carxying Twial Expected L than 3
Cantractesl hixterities A : 311 il
2668119

Sancial binkslilies S11s LERSTI 21084 e
oy m—— TI0AT7 ALK KT T TESTE
Hond fererd 503619 20791 i 20 791
Fackwing payakike B 765 %765 R765 -
Serdry crediier (258 6258 5288 -

. m Carrpimg Twial Experied L iham 3
Camtractesl hdiwrities A : Carsh (st a 312 reodic.

r— ] - r— -
“““]. " .."“. ‘__‘E'“"".
fareipm 173
N T——— {13.376) (13376) {15120
Commmiivmewts _ _ _
Derivairee cash milows 1410 31410 15411 415 995

Derivative cash outflws (704 TRE) (MTRE  (330.540) (414.345)
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(At s prarrees i Tk I ik (s of ~T1.7) ol atherarioe imdicates )

NATUEE AND LEVEL OF REKS DERTVED FROM FINANCIAL INSTEUMENTS (Camissned)
Explmatisns sa Kk Mussprssewt {Conlimmed]

Marks Bivk

Forsipe carvescy rick

Farmpn coreney nsk » the sk aoame from the valoe changes on firaemal mciromenis reladed wth
the clonse m exclonps s The Comyany m expossd o ooreney 1k dee 1o s oreapn carmeney
TUSD, Fero and GHP. As the finanmal siatersnis of the Compony  are preaenied mw TL, the fmaneml
sizierreyic e afficted by fnctosbioes m these exchanpe 2ien apaest TI. The Company s net short!
rorencye 29 at 31 December 21017 and 31 December 2016

Farmpn coroeney aogety and halnbiws s 2t 31 Decomber 2017 and 31 Decormber 201 & are 2 follows:

31 December 2017 31 December 2016

{TL equivalent ) {TL equivalent )

A Foreign cumrency monetary assets 1.413.823 1.273.3585
B. Foreizn currency monetary habilihes (730,511} (519569
L. Denvative fimancial instruments (%) (B67.533) (742 189}
Net foreign currency position (A+B+C) 15879 11.237

mEnwable owvsmirvenis
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mmnmlnmﬂ'}mmm

NATUEE AND}LEVEL OF REEKS DERTVED FRODM FINANCIAL INSTEUMENTS (Camitned)
Markw Rivk {Contimmed}

Forstps carrancy soritivily risk

10%% decrease m the TL e the relevant forsips corencie 2 a2t 1] Derember 2017 renls mam
Inrvewme m pofit befwe txx for the pencd amoosting 5 TL 1 526 {31 Decmpher 2016: TL 1.124

The analywe 13 made with the acanmptien that the oiher vanables wee beld cowstoant 2 of
31 Derrmmbes 2017 and 31 Derenber 2016

TL
31 Decemsbwr 2017

L5
FUELD

Tl

Prafitf{lLam}
452
g

3k
1588
Praftf{lLom)

31 Dersmber 2016 are 2 bllows

N1 Decesher 2817 31 Decessher 2016
= GHP =D FIRD GCHP L
() %) 06 TL (%) %) (%) ) (%)

Assets
Factorng
recaivables 51 250 230 121 4.5 LE4 2x 1471
Liabilities
Marketzble
securities 1ssued - - - 1435 - - - 10.5%

Funds borowed 1,60 16 09 1481 168 0% 977 112
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‘NOTES TO THE FINARKIAL STATEMENTS AS AT AND

FOH THE YEAK FNI¥T) 31 DECEMHAFR X017

(A s e in Toorkied Tica s of ~T1.) sy atberarioe indiratesd )

NATURE AN LEVFL OF REEKS DERTVED FROM FINANCIAL INSTEUMFNTS (Caatined)
Explmzitenx sa Kixk Massressewi {comlinmed]
Markw Bivk (Contimmed}

The Company™s financial mstromeais that horve bt raie sesatreity 25 at 3] Decembber 2017 and 31
Derember 2016 are 2 Inllows

Carrying Valoe

Fixed Rate 31 Decraher 2017 31 Necember 2016
Factoning recervables 10109 2 IR0 0
Funds bomrowed 1257572 2016931
MMarketable secimities 1ssusd 95, 583 503 619
Floating Eate

Factoning recervables G5B EBE 551585
Funds bomrowed 161 1E3 132514

F mieresi rafes of the floatng: ate mairomeni= denorrates] m S0 and FURD were 100 bass pomls
highelowrer at the date of rrisroe aud all ofher vanable were comstant as of 31 December 2017, met
mrome o the perod woeld dareasimorease by TL 4977 (3] Dasmober 2016: TL 4.22]1) 2 a re=mlt
Capiisl Rink Mansresrnl

The Compawy rmanapes 1ty caputal to seare that the Compeey will be shle in contine 2 2 pom
roxem winke mexnmeng the pofit thoogh the optmmation of the delbt amd ey Talance The
rapmtal stroctme of the Campany conamic of debt, radh and comb rpivalonts and pety comprianes
rsoed capidal | reserves and retarmed rarames harlosed m Hoke 17.

FINANCIAL INSTRUMENTS

Fair Fodun of Finverivl Brotrareeao

and appropraiv valatioe methodolopie. Howeser, 2 the pudament 15 necesary to mierpret nowket
data tn deterrme the estirated fr valne fhe cakmbxied Enr valoe may oot be folly eflective of fhe
vahme that renld be realvss] n the onrent orcerdawres Manasement cones fhat the B valos of
before the balawre sheet date dwe i Ther foatime mierest rates bie Fonbor and et Manaperrent alkon
vahoes doe tn thear short team satorne.
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FOR THE YEAR FNDED 31 DECEMBER 2017

{ Aot e e in Toockih T (ibocrands of ~TL olens atherarior indicaes! )

FINANCIAL INSTEUMENTS {(Camtimad)

Fair Valen of Fawncial bronseonts ClasiRcation

The table below presenis the Enr valee determination method of the: finameial ivsiromentis at or valoe
The mefied o each level & 2 follows:

Level 1: Qunied prires {snadyoyied] s actine morkets for identiral aoosty or Labobie;

Level 2: Inputs other than gooied proces incioded wathon Leve] 1 that 2 obharvahle for the aowt or
Iakality, mther dwerlly (e, 25 prires) or mdoectly (e, derrved fiom prices)

_I.mrelﬂ: Topoi for the aame ar halnhies fiot are ot baord on obhasvahle market data {scteervable

31 Decesber 2017 Levdll Tend2 Lened 3 Timd
Deivative foencil avets held for tradiag - 19,37 - 19327
- 19327 - 19327
Devivative fnaneil halnkiies held o tradne - 2018 - 101E
- L01% - LHE
31 December 1016 Levell Tened2 Ll 3 Tind
Dherivaiive Fremcia sveis ks fr fra _ 154 _ 354
- T - il
Desivative fnancial lalikties held o tradine - 31.051 - 31.051
- 3L.051 - ILEs1

EVENTS AFTEE THE REMIETING PEEEID

Noe



Garanti Faktoring
A.S. Contact
Information

Branch Name

Address

Telephone

Head Office Maslak Mahallesi Eski Blyiikdere Caddesi (+90212) 365 3150
No:23 Sariyer/istanbul
Head Office Maslak Mahallesi Eski Blyiikdere Caddesi (+90212) 365 52 00

(Outbuilding)

Oycan Plaza No:15 K:6 Sariyer/istanbul

Adana Branch

Resatbey Mah. Ataturk Cad. Mimar Semih
Riistem is Merkezi No:18 K:4 A Blok 01020
Seyhan/Adana

(+90322) 355 10 68

Ankara Branch

Kiziirmak Mah. 1441. Sok. Meva is Merkezi
No: 8/5-8/6 Cukurambar Cankaya/Ankara

(+90312) 287 12 89

Ankara OSTIM
Branch

Ostim Mah. Yuziincl Yil Bulvari No:2
Yenimahalle Ankara

(+90312) 592 71 29

Antalya Branch

Kizilarik Mah. 2754 Sokak No:1 Oficity is
Merkezi Muratpasa Antalya

(+90242) 310 94 83

Bursa Branch

Nilpark AVM Karaman Mah. izmiryolu Cad.
N0:90 K:6 Niliifer/Bursa

(+90224) 249 53 66

Denizli Branch

Saraylar Mah. Gazi Mustafa Kemal Bulv.
No:2 Saraylar/Denizli

(+90258) 295 46 44

Gaziantep Branch

Micahitler Mah. Gazimuhtarpasa Bulvari
No:48 K:4 Sehitkamil/Gaziantep

(+90342) 211 68 56

istanbul Anadolu
Branch

Kosuyolu Mah. Kosuyolu Cad. No: 59/61
Kosuyolu Kadikdy/istanbul

(+90216) 340 03 20

istanbul Avrupa
Branch

15 Temmuz Mah. Bahar Cad. No:71/A K:5
Glinesli Bagcllar istanbul

(+90212) 630 53 87

istanbul Beylikdiizii

Cumhuriyet Mah. Gurpinar Yolu No:7

(+90212) 657 96 21

Branch Beylikdiizii/istanbul
istanbul IMES Des Sanayi Sitesi Sosyal Tesisler 1.Cadde A (+90216) 528 32
Branch Blok No:1 Esengehir Umraniye/istanbul 78-79

istanbul Karakoy
Branch

Mieyyetzade Mah. Kemeralti Cad. No:24/A
Karakoy 34425 istanbul

(+90212) 377 12 31

izmir Branch

Adalet Mah. Manas Bulvari Folkart Tower
N0:39/1 B Kule Kat:19 No:1901 Bayrakli/izmir

(+90232) 488 70 16

Kayseri Branch

Cumhuriyet Mahallesi Nazmi Toker Cad.
No:15/A 38040 Melikgazi/Kayseri

(+90352) 207 23
47/48

Kocaeli ismetpasa
Branch

ismetpasa Cad. No:20 Kat:3 Gebze/Kocaeli

(+90262) 678 69 49

Konya Branch

Blisan Ozel Organize Sanayi Bolgesi Fevzi
Gakmak Mah. Kosgeb Cad. No:1/G 42010
Karatay/Konya

(+90332) 22110 78

Trabzon Branch

Sanayi Mah. Devlet Karayolu Cad. Dedehan
is hani No:89 Kat:5 Trabzon

(+90462) 377 06 49
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