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To the Board of Directors of
Finans Finansal Kiralama Anonifirketi :

We have audited the accompanying consolidated balsineet of Finans Finansal Kiralama AnoSinketi (the
Company - a Turkish corporation) and its subsidiaollectively referred to as, "the Group") as afd@mber
31, 2003 and the related consolidated income, @iy equity and cash flow statements for the ylean
ended, all expressed in the equivalent purchasowep of Turkish Lira as of December 31, 2003. These
consolidated financial statements are the respilibsif the Company’'s management. Our respongibib to
express an opinion on these consolidated finastaa&éments based on our audit.

We conducted our audit in accordance with Inteomati Standards on Auditing. Those standards rethétewe
plan and perform the audit to obtain reasonablarasse about whether the financial statements raee df
material misstatement. An audit includes examinioig,a test basis, evidence supporting the amourds a
disclosures in the financial statements. An aulfib ancludes assessing the accounting principles wnd
significant estimates made by the management, bhasvevaluating the overall financial statemersgntation.
We believe that our audit provides a reasonablis li@sour opinion.

In our opinion, the consolidated financial statetagpresent fairly, in all material respects, tin@ricial position
of the Group as of December 31, 2003, and thetsestiits operations and its cash flows for theryhan ended
in accordance with International Financial Rep@rtBtandards.

March 5, 2004
Istanbul, Turkey



Finans Finansal Kiralama Anonim Sirketi

CONSOLIDATED BALANCE SHEET
As at December 31, 2003

(Currency -- In millions of Turkish Lira in equivalent purchasing power at December 31, 2003)

Notes 2003 2002
ASSETS
Cash and cash equivalents 4 28,870,436 20,333,523
Minimum lease payments receivable 5 165,482,796 174,037,272
Receivables from lease payments outstanding 6 7,939,995 11,689,605
Premium receivables 7 26,564,348 11,881,558
Investments available for sale 8 8,733,899 5,410,212
Investments in associates 10 8,766,320 9,454,289
Equipment to be leased 11 9,328,385 3,372,076
Deferred acquisition costs 12 8,239,730 5,448,417
Furniture and equipment 13 3,497,372 2,860,641
Intangible assets 14 6,735,809 15,710,764
Other assets 15 1,278,899 2,934,983
Deferred tax assets 20 540,549 524,380
Total assets 275,978,538 263,657,720
LIABILITIES AND EQUITY
Funds borrowed 16 96,925,972 136,059,481
Trade payables 18,090,369 7,294,637
Advances from customers 2,331,568 3,880,794
Due to insurance and reinsurance companies 17 7,852,195 5,335,827
Insurance technical reserves 18 29,964,673 12,283,442
Deferred commission income 2,876,476 1,563,902
Other liabilities and provisions 19 3,329,822 3,800,370
Income taxes payable 20 3,712,965 190,096
Deferred tax liability 20 458,764 13,386,969
Total liabilities 165,542,804 183,795,518
Minority Interest 6,546,055 -
Equity
Share capital issued 21 100,183,389 99,121,682
Share premium 9 1,018,342 1,018,342
Legal reserves 21 9,874,052 9,874,052

Accumulated deficit

21 (7,186,104)

(30,151,874)

Total equity

103,889,679

79,862,202

Total liabilities and equity

275,978,538

263,657,720

The accompanying policies and explanatory notgsagres 6 through 43 form an integral part of the
consolidated financial statements.
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Finans Finansal Kiralama Anonim Sirketi

CONSOLIDATED INCOME STATEMENT
For the year ended December 31, 2003

(Currency -- In millions of Turkish Lira in equivalent purchasing power at December 31, 2003)

Notes 2003 2002

Income from financial leases

Interest 36,378,295 29,151,170

Foreign exchange (loss)/gain (318,545) 36,912,240
Total income from financial leases 36,059,750 66,063,410
Insurance technical income 25 35,489,825 -
Insurance technical expense 25 (26,932,490) -
Net insurance technical income 8,557,335 -
Financial income/(expenses) 26 5,423,577 (22,441,234)
Provision for possible lease receivable losses 5,6 (2,539,495) (3,029,234)
Income after financial income/(expenses), net and

provision for possible lease receivable losses 47,501,167 40,592,942
Other operating income 28 3,360,093 3,583,500
Marketing, general and administrative expenses (5,781,753) (4,009,076)
Salaries and employee benefits 27 (8,443,813) (2,508,375)
Depreciation, amortization and impairment 13,14 (10,301,381) (1,413,762)
Profit from operating activities 26,334,313 36,245,229
Loss from associates 10 (1,465,322) (2,337,103)
Profit from operating activities before income taxand

monetary loss and minority interest 24,868,991 33,908,126
Income taxes 20 8,107,832 (6,444,474)
Monetary loss (8,485,974) (16,053,661)
Net profit from ordinary activities 24,490,849 11,409,991
Minority interest (463,372) -
Net profit 24,027,477 11,409,991
Weighted average number of shares 14,755,021,000 14,755,021,000
Basic and diluted earnings (loss) per share intiull 23 1,628 773

The accompanying policies and explanatory notgsagres 6 through 43 form an integral part of the

consolidated financial statements.
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Finans Finansal Kiralama Anonim Sirketi

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the year ended December 31, 2003
(Currency -- In millions of Turkish Lira in equivalent purchasing power at December 31, 2003)

Share Adjustment Share
Capital to Share Premium Legal Accumulated
(Note 21) Capital (Note 9) Reserves Deficit Total

At January 1, 2002 15,000,000 82,303,215 - 9,874,052  (41,561,865) 65,615,402
Issue of share capital 1,439,445 379,022 1,018,342 - - 2,836,809
Net profit for the year - - - - 11,409,991 11,409,991
At December 31, 2002 16,439,445 82,682,237 1,028,34 9,874,052 (30,151,874) 79,862,202
Issue of share capital 1,038,852 22,855 - - (1,061,707) -
Net profit for the year - - - - 24,027,477 24,027,477
At December 31, 2003 17,478,297 82,705,092 1,018,34 9,874,052 (7,186,104) 103,889,679

The accompanying policies and explanatory notgsagres 6 through 43 form an integral part of the
consolidated financial statements.
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Finans Finansal Kiralama Anonim Sirketi

CASH FLOW STATEMENT

For the year ended December 31, 2003
(Currency -- In millions of Turkish Lira in equivalent purchasing power at December 31, 2003)

2003 2002
Cash flows from operating activities
Net profit 24,027,477 11,409,991
Adjustments for
Provision for deferred tax liability (11,906,196) 6,444,474
Provision for current income tax 3,798,364 -
Depreciation, amortization and impairment 10,301,381 1,413,762
Provision for termination benefits 174,203 94,402
Provision for possible lease receivable losses 2,539,495 3,029,234
Loss from associates 1,465,322 2,337,103
Loss on disposal of an associate - 297,357
Loss on disposal of equity instruments - 363,917
Loss on disposal of furniture and equipment 56,217 81,171
Operating profit before changes in net operating asets and liabilities 30,456,263 25,471,411
Net decrease in receivables from lease paymenssaoating 2,413,867 2,802,891
Net increase in premium receivables (14,682,790) -
Net increase in deferred acquisition costs (2,791,313) -
Net decrease in other assets 1,656,084 1,613,327
Net increase in trade payables 10,795,732 4,603,982
Net decrease in advances from customers (1,549,226) (1,261,410)
Net increase in due to insurance and reinsurancganies 2,516,368 -
Net increase in insurance technical reserves 17,681,231 -
Net increase in deferred commission income 1,312,574 -
Net decrease in other liabilities (468,179) (1,054,808)
Income taxes paid (190,025) (583,365)
Net cash provided from operating activities 47,150,586 31,592,028
Cash flows from investing activities
Purchases of assets to be leased (91,005,896) (61,823,180)
Principal payments received under leases 100,656,218 94,014,203
Purchases of furniture and equipment (1,654,061) (294,760)
Purchases of intangible assets (365,313) -
Increase in equipment to be leased (5,956,309) (2,016,478)
Acquisition of an associate (781,770) (13,165,639)
Acquisition of a subsidiary - (3,809,421)
(Increase) decrease in investments available fer sa (3,384,363) 391,315
Decrease in time deposits - 6,616,869
Disposal of an associate - 15,453,588
Disposal of an equity instrument - 4,800,384
Cash increase through acquisition of an affiliatechpany - 867,347
Net cash (used in) provided from investing activigs (2,491,494) 41,034,228
Cash flows from (used) financing activities
Proceeds from funds borrowed 119,764,527 52,037,937
Repayments of funds borrowed (143,612,096) (105,958,499)
Net cash used in financing activities (23,847,569) (53,920,562)
Minority interest 6,546,055 -
Effect of net foreign exchange difference and maneloss on cash and cash equivalents (18,820,665) (23,290,308)
Net increase (decrease) in cash and cash equigalent 8,536,913 (4,584,614)
Cash and cash equivalents at beginning of year 20,333,523 24,918,137
Cash and cash equivalents at end of year 28,870,436 20,333,523
Cash paid by the Company for interest and the cesbived as interest during the years ended
December 31, 2003 and 2002 were as follows :
Interest paid 7,621,044 11,014,221
Interest received 47,141,703 31,520,373

The accompanying policies and explanatory notgsagres 6 through 43 form an integral part of the
consolidated financial statements.

()



Finans Finansal Kiralama Anonim Sirketi

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2003
(Currency -- In millions of Turkish Lira in equivalent purchasing power at December 31, 2003)

1. CORPORATE INFORMATION
General

Finans Finansal Kiralama AnoniSirketi (a Turkish Joint Stock Company - the Compamgs established in
Istanbul in March 1990, pursuant to the licenceiobthfrom the Undersecretariat of the Treasury Borign
Trade for the purpose of financial leasing as peechiby the law number 3226. 12.15% (2002 — 12.4Pthe
shares of the Company are listed on Istanbul SExthange. The address of the registered officenef t
Company is Nispetiye Caddesi, Akmerkez B Kulesit KED 80610 Etiler, Istanbul - Turkey.

The Company has a branch operating in Atatirk Hianzadi Free Trade Zone.

On September 4, 2002, the Company has legally esith Finans Deniz Finansal Kiralama Anonginketi
(Finans Deniz Finansal Kiralama), an associatedpemy, by acquiring 100% of shares of this compamy a
Finans Deniz Finansal Kiralama was dissolved asefame date.

At December 31, 2003, the subsidiary included insotidation is Finans Sigorta $\.(Finans Sigorta) which is
registered in Istanbul, Turkey, on March 30, 20Bihans Sigorta operates in all types of property easualty
insurance and reinsurance business.

On April 28, 2003, Finans Gayrimenkul Yatirnm Oitgk A.S., an associated company, changed status and
became a corporation operating exempt from thet@ladiarket Law and as of the same date, the comalerc
titte of the Company was changed as Finans GaykmleGelistrme Insaat ve Yatirim AS. (Finans
Gayrimenkul).

The consolidated financial statements of the Comgaia authorized for issue by the Management orciVi&y
2004. The General Assembly and certain regulatodids have the power to amend the statutory fimnci
statements after issue. The parent of the Compafyniansbank Anonir§irketi, and ultimate parents of the
Company are Fiba Holding Anonifiirketi and Fina Holding Anonir§irketi.

Nature of Activities of the Company and its Consotiated Subsidiary

For the purpose of the consolidated financial statgs, the Company and its consolidated subsidiagy
referred to as the Group.

The operations of the Company and its subsidiansisb of all types of financial leasing and propezhd
casualty insurance and reinsurance business, tesbgc

(6)



Finans Finansal Kiralama Anonim Sirketi

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2003 (Continued)
(Currency -- In millions of Turkish Lira in equivalent purchasing power at December 31, 2003)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Preparation

The consolidated financial statements of the Grbape been prepared in accordance with International
Financial Reporting Standards (IFRS), which comgpsiandards and interpretations approved by th& I&&]
International Accounting Standards and Standingrpretations Committee interpretations approvedhzy
IASC that remain in effect. The consolidated finahstatements have been prepared on an histarasl
convention, except for the measurement at fairevaftavailable for sale financial assets.

The Company and its subsidiary which are incorpatatt Turkey, maintain their books of account aneppre
their statutory financial statements in accordanith the regulations on accounting and reportiragnework

and accounting standards promulgated by the Tukkagbital Market Board, Turkish Commercial Code aas
Legislation, Financial Leasing Law and the Unifor@hart of Financial Statements specified by the
Undersecretariat of Treasury for Insurance and seamce Companies, Turkish Commercial Code and Tax
Legislation, respectively. The consolidated finahdtatements have been prepared from statutoandial
statements of the Company and its subsidiary aesepted in accordance with IFRS in Turkish Lira)(With
adjustments and reclassifications for the purpdsaiopresentation in accordance with IFRS. Sudjustments
mainly comprise effects of :

- accounting for financial leases

- restatement for the changes in the general psiap@ower of TL,

- consolidation of a subsidiary and equity accaygfor investments in associates,

- accounting for unearned premium reserve on imadr gpolicy basis and deferral of policy acquisitamsts,
- accounting for incurred but not reported claims,

- recognition of deferred tax on temporary diffeses,

- recognition and measurement of financial instmitse

Change in Accounting Estimate

In accordance with regulations of Turkish Understmiat of Treasury for Insurance and Reinsurance
Companies, insurance companies are required @ segerve for earthquake claims. This is the resset for

15 years beginning from 1993 to compensate thedutarthquake damage risks. This allowance covers t
residual amount of earthquake premiums produceadméngineering and fire insurance policies aftee third

of such premiums are deducted for commission ahédratxpenses and is reflected in each year's income
statement. The revenues of funds held for earttejuakerve are also accounted within this allowaite
claims that are paid for damage and compensatiaresult of the guarantees given for earthquakeleducted
from allowance for earthquake claims.

During 2003, based on the recent experiences ofinthiance industry, it was understood that thedss
incurred due to earthquake damages are not direatiglated with the earthquake reserves providikdrefore,
the management of the consolidated subsidiary dedid reverse earthquake reserves provided inakegnd
account for such reserve as undistributable redegaenings.

(")



Finans Finansal Kiralama Anonim Sirketi

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2003 (Continued)
(Currency -- In millions of Turkish Lira in equivalent purchasing power at December 31, 2003)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)
Measurement Currency

Measurement currency of the Company and its cafesteldl subsidiary is TL. The restatement for thengka in

the general purchasing power of TL as of Decemler2803 is based on IAS 29 ("Financial Reporting in
Hyperinflationary Economies"). IAS 29 requires tHatancial statements prepared in the currency of a
hyperinflationary economy be stated in terms of theasuring unit current at the balance sheet datette
corresponding figures for previous periods be tedta the same terms. One characteristic thatsséates the
application of IAS 29 is a cumulative three yeaftation rate approaching or exceeding 100%. ABetember

31, 2003, the three years cumulative rate has h8&rl% (2002 - 227%) based on the Turkish counttgwi
wholesale price index published by the State stiof Statistics.

Such indices and conversion factors as of the énldecthree year period ended December 31, 2008iaea
below:

Dates Index Conversiorractors
December 31, 2001 4,951.7 1.4908
December 31, 2002 6,478.8 1.1394
December 31, 2003 7,382.1 1.0000

The main guidelines for the above mentioned restee are as follows :

- the consolidated financial statements of pricaryeéncluding monetary assets and liabilities régubr
therein, which were previously reported in termshef measuring unit current at the end of that gear
restated in their entirety to the measuring unitent at December 31, 2003.

- monetary assets and liabilities reported in tresolidated balance sheet as of December 31, 280804
restated because they are already expressed is tdrthe monetary unit current at that balancetshee
date.

- the inflation adjusted share capital was deribgdindexing cash contributions, dividends reinveste
transfers from statutory retained earnings to shapital from the date they were contributed.

- non-monetary assets and liabilities which areaastied at amounts current at the balance sheetadal
other components of equity (except for the stajutevaluation adjustment which is eliminated) are
restated by applying the relevant conversion factor

- the effect of general inflation on the net momgtposition is included in the income statement as
monetary loss.

- all items in the consolidated income statemeatrastated by applying appropriate average cororersi
factors with the exception of depreciation, amatizn, gain or loss on disposal of non-monetargtass
and loss from associates (which have been calculaésed on the restated gross book values and
accumulated depreciation-amortization).

Restatement of balance sheet and income statetaerd through the use of a general price index aleyant
conversion factors does not necessarily mean tileaGtoup could realize or settle the same valuesséts and
liabilities as indicated in the consolidated bakasheets. Similarly, it does not necessarily mbeahthe Group
could return or settle the same values of equitistehareholders.

(8)



Finans Finansal Kiralama Anonim Sirketi

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2003 (Continued)
(Currency -- In millions of Turkish Lira in equivalent purchasing power at December 31, 2003)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)
Basis of Consolidation

The consolidated financial statements comprisefithencial statements of the Company and its suésidi
drawn up to December 31, 2003.

Subsidiary is consolidated from the date on whidmtwl is transferred to the Group and cease to be
consolidated from the date on which control issfarred out of the Group.

The consolidated financial statements of the Griagfjude the Company and its subsidiary, which ittoals.
This control is normally evidenced when the Groums, either directly or indirectly, more than 50%bttoe
voting rights of a company’s share capital and bke do govern the financial and operating policaésan
enterprise so as to benefit from its activitiesheequity and net income attributable to minorfigreholders’
interests are shown separately in the balance ahdéhcome statement, respectively, except wiereninority
shareholders, who are nominee shareholders, dexentise their minority rights.

Intercompany balances and transactions are elimdnaonsolidated financial statements are prepasaty
uniform accounting policies for like transactiomglather events in similar circumstances.

The purchase method of accounting is used for emgjlusinesses. Subsidiaries acquired or dispdsturiog
the year is included in the consolidated finansttements from the date of acquisition or to thee df
disposal.

Finans Sigorta has been consolidated to the finbhstatements of the Company as of December 313 200
December 31, 2002 and its shareholding percensae 5% and 99.6%, respectively.

The Company acquired 99.6% of Finans Sigorta a@sovember 11, 2002. On October 7, 2003 the Company
disposed of 10% of its shares in Finans Sigortsst8hareholders. In December 30, 2003, the Compartially
participated in share capital increase of Finagor& which resulted in a further decline in thenevship
percentage at the Company by 38.1%.

At November 11, 2002, the Company acquired 33.3f#heovoting shares of Finans Gayrimenkul in additio
its 10% ownership in this company.

Business Combinations

Additionally, as further explained in Note 9, asS#ptember 4, 2002, the Company has legally mengid
Finans Deniz Finansal Kiralama by acquiring 100%tddres of this company. Finans Deniz Finansalldina
was dissolved as of the same date. The Companydwminted for such acquisition over the fair vadfie
identifiable assets and liabilities of Finans Ddriizansal Kiralama as of the acquisition date.

Investments in Associates

As of December 31, 2003 and 2002, the Group's im@#s in Finans Leasing S.A. Romania by 40% and
Finans Gayrimenkul by 43.31% are accounted for utiteeequity method of accounting. These are thitiesn

in which the Group has significant influence andahirare neither subsidiaries nor joint ventureshef Group.
The investments in these associates are carritftbibalance sheet at cost plus post-acquisitionggsin the
Group's share of net assets of the associatesarigssnpairment in value. The consolidated incotatesnent
reflects the Group's share of the results of opgratof these associates. As of December 31, 20025roup's
investment in Finans Gayrimenkul include goodwilet{ of accumulated amortisation) on acquisitionictvhis
treated in accordance with the accounting policygfmodwill stated below.

(©)



Finans Finansal Kiralama Anonim Sirketi

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2003 (Continued)
(Currency -- In millions of Turkish Lira in equivalent purchasing power at December 31, 2003)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)

As of December 31, 2003, the Group's investmeidtiitir Gosteri Merkezleri ve Ticaret 8. by 44% has not
been accounted by the equity method of accountirggtd its operations being insignificant to the @amy's
financial statements as of that date.

Goodwill and Intangible Assets

Goodwill represents the excess of the cost of ttrpiiaition over the fair value of identifiable nassets of
subsidiaries and associates at the date of adquisiBoodwill is amortized on a straight-line baseiger its
useful economic life up to a presumed maximum ofy&frs. It is reviewed for impairment when events o
changes in circumstances indicate that the carry@thge may not be recoverable. Goodwill is statecbat less
accumulated amortization and any impairment inealu

Intangible assets acquired separately from a bssiaee capitalized at cost. Intangible assets estjas part of
an acquisition of a business are capitalized seggriaom goodwill if the fair value can be measiireliably on
initial recognition, subject to the constraint thatless the asset has a readily ascertainableemaakie, the fair
value is limited to an amount that does not creatmcrease any negative goodwill arising on thguésition.
Intangible assets, excluding development coststedewithin the business are not capitalized apermditure is
charged against profits in the year in which inicurred. Intangible assets are amortized on &hbtriine basis
over the best estimate of their useful lives.

The carrying values of goodwill and intangible assee reviewed for impairment when events or charig
circumstances indicate that the carrying value nmatybe recoverable.

Furniture and Equipment

Furniture and equipment which consist of office hiaery, furniture and fixtures and vehicles, asted at cost
less accumulated depreciation and any impairmenglne. Depreciation is calculated on a straigh-lbasis
over the estimated useful life of the assets, whidhyears.

The carrying values of furniture and equipment ereiewed for impairment when events or changes in
circumstances indicate that the carrying value matybe recoverable. If any such indication exists ehere
the carrying values exceed the estimated recovemblount, the assets are written down to theirvezable
amount.

Investments Available-for-Sale

All investments are initially recognised at costjny the fair value of the consideration given @mduding
acquisition charges associated with the investment.

Available for sale securities are subsequentlyiedrat fair value. Gains or losses on remeasurenoefir
value are recognized in income.

Interest earned on available for sale investmentsported as interest income. Dividends receivedreluded
in dividend income.

For investments that are actively traded in orgeshifmancial markets, fair value is determined &fgrence to
Stock Exchange quoted market bid prices at theecbdsbusiness on the balance sheet date. For meass
where there is no quoted market price, fair vakielétermined by reference to the current markeievalf
another instrument which is substantially the samés calculated based on the expected cash fldwheo
underlying net asset base of the investment. Egeityrities for which fair values cannot be measuetiably
are recognized at cost less impairment.

(10)



Finans Finansal Kiralama Anonim Sirketi

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2003 (Continued)
(Currency -- In millions of Turkish Lira in equivalent purchasing power at December 31, 2003)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)

All regular way purchases and sales of financiaksare recognized on the trade date i.e. thetlatehe
Group commits to purchase or to sell the assetulBegvay purchases or sales are purchases orcgfdirancial
assets that require delivery of assets within iine frame generally established by regulation erveation in
the market place.

Reverse Repurchase Transactions

Assets purchased with a corresponding commitmenesell at a specified future date (reverse re@seh
agreements) are not recognized in the consolida&thce sheet, as the Group does not obtain canteolthe

assets. Amounts paid under these agreements &rddaddn cash and cash equivalents. The differbeteeen

purchase and resale price is treated as interestnim and accrued over the life of the reverse phase

agreement.

Offsetting

Financial assets and liabilities are offset andrteeamount is reported in the balance sheet where tis a
legally enforceable right to set off the recognizedounts and there is an intention to settle ortebasis or
realize the asset and settle the liability simudtarsly.

Recognition and Derecognition of Financial Instrumats

The Group recognizes a financial asset or finarl@aility in its consolidated balance sheet whew anly
when it becomes a party to the contractual prowsiof the instrument. The Group derecognizes anfiiah
asset or a portion of financial asset when and waihlgn it loses control of the contractual rightattbomprise
the financial asset or a portion of financial as3éte Group derecognizes a financial liability wheerd only
when a liability is extinguished that is when tHatigation specified in the contract is dischargeshcelled and
expires.

Foreign Currency Translation
Transactions in foreign currencies are recorddtieatate ruling at the date of the transaction. &lary assets
and liabilities denominated in foreign currencies anslated at the rate of exchange ruling ab#fience sheet

date. All differences are taken to the income siatd.

Foreign currency translation rates used by the fBrfon monetary assets as of respective year-erglasr
follows:

Dates EUR/TL (ful) USD/ TL (full)

December 31, 2001 1,268,115 1,439,567
December 31, 2002 1,703,477 1,634,501
December 31, 2003 1,745,072 1,395,835

Foreign currency translation rates used by the @ifou monetary liabilities as of respective yead®mare as
follows :

Dates EUR/TL (ful) USD/ TL (full)

December 31, 2001 1,274,231 1,446,510
December 31, 2002 1,711,693 1,642,384
December 31, 2003 1,753,489 1,402,567
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Finans Finansal Kiralama Anonim Sirketi

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2003 (Continued)
(Currency -- In millions of Turkish Lira in equivalent purchasing power at December 31, 2003)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)
Cash and Cash Equivalents

For the purposes of the consolidated cash flovestant, cash and cash equivalents comprise casanoh tash
in banks and reverse repurchase agreements witiginal maturity of three months or less.

Provisions for Possible Lease Receivable Losses

Based upon its evaluation, management estimatetotalecredit risk provision that it believes isegdiate to
cover uncollectable amounts in the Group's recévportfolio. If there is an objective evidencettttee Group
will not be able to collect all amounts due accogdio original contractual terms of the lease, sedeivables
are considered as impaired. The amount of theisogeasured as the difference between the leaswabte's
carrying amount and the expected future cash filimsounted at the lease receivable's original #ffednterest
rate or as the difference between the carryingevafithe lease receivable and the fair value dataal, if the
receivable is collateralized and foreclosure isbphte. Impairment and uncollectability are measuaed
recognized individually for receivables that ardiwidually significant and on a portfolio basis fargroup of
similar receivables that are not individually idéatd as impaired. General loss reserve for minimiease
payments receivable is provided in accordance with covenants stated in the loan agreements ofsfund
borrowed in 1999 (See Note 16). In accordance thithagreement, the Group shall maintain at alesimntil
maturity, a general loss reserve for minimum lgaagments receivable, which shall be at least 2.5%h®
Group's net lease receivables.

The carrying amount of the asset is reduced tesitisnated recoverable amount through use of awatfioe for
impairment account. A write off is made when allpart of a receivable is deemed uncollectable dhéncase
of debt forgiveness. Write offs are charged aganstiously established allowances and reducertfmiat of a
receivable. Recoveries of receivables written mféarlier period are included in income.

If the amount of the impairment subsequently demealue to an event occurring after the write-daiva,
release of the provision is credited to the pravisior possible lease receivable losses expensgindimg of
the discount is treated as income and remaininggom is then reassessed.

Provision for Possible Premium Receivable Losses

Balances of agencies and policy holders under légllw-up and agencies and policy holders for whic
management identifies problems in credit worthinass classified as doubtful receivables. Based upon
evaluation of such receivables, management estimtetotal allowance that it believes is adequateover
specific uncollectible amounts. These estimateseuiewed periodically and, as adjustments becoeatessary,
they are reported in the statement of income irptireods in which they become known.

Leases

The Group as Lessor

Finance Leases

The Group presents leased assets as a receivaldé tegthe net investment in the lease. Financenecis

based on a pattern reflecting a constant periade of return on the net investment outstandingialrdirect
costs are recognized immediately as expenses.

(12)
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December 31, 2003 (Continued)
(Currency -- In millions of Turkish Lira in equivalent purchasing power at December 31, 2003)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)
The Group as Lessee
Finance leases

Finance leases, which transfer to the Group sutisligrall the risks and benefits incidental to awship of the
leased item, are capitalized at the inception eflélase at the fair value of the leased propettif twwer, at the
present value of the minimum lease payments. Lgagaents are apportioned between the finance charge
reduction of the lease liability so as to achiewmastant rate of interest on the remaining balafitkee liability.
Finance charges are charged directly against incQagitalized leased assets are depreciated ox@stimated
useful life of the asset.

Operating L eases

Leases where the lessor retains substantialijaltisks and benefits of ownership of the assetlassified as
operating leases. Operating lease payments argniged as an expense in the consolidated inconenstat
on a straight-line basis over the lease term.

Insurance Technical Reserves

Unearned Premium Reserve

Unearned premiums are those proportions of the ipremwritten in a year that relate to the periodisk

subsequent to the balance sheet date for all pslther than life policies with more than one y&efanaturity.

Unearned premium reserve set aside for unexpigdd has been computed on a daily pro-rated basibido
policies issued after January 1, 2003 and one fwienirths method for the policies issued beforeudan 1,

2003, which assumes that premium revenues areedadn average in the middle of each month.

In calculating the provision for unearned premiungssurance commissions are deferred with the sates
used in unearned premium calculation and includemliirent year unearned premium reserve.

Outstanding Claims/ IBNR Reserves

Outstanding claims reserve represents the estiofide total reported costs of notified claims onirdividual

case basis at the end of the year, as well asthesponding handling costs. A provision for claimsurred but
not reported (IBNR) is also established.

Commissions and Deferred Acquisition Costs

The direct and indirect costs and commission exgeirecurred in acquiring the unearned portion efigums
are recorded in the balance sheet under deferpdsi#t@on costs and recognized in the profit argklaccount
on the same basis as the premiums to which thaterel

Reinsurance

Reinsurance ceded is business which has been tedeslirance companies outside the Group and ceegri
amounts which relate to the direct non-life bussnes

(13
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2003 (Continued)
(Currency -- In millions of Turkish Lira in equivalent purchasing power at December 31, 2003)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)
Funds Borrowed

Funds borrowed are initially recognized at costeAmitial recognition, all interest liabilitiese subsequently
measured at amortized cost using effective yielthot less amounts repaid. Amortized cost is catedl by

taking into account any discount or premium onleetént. Gain or loss is recognized in the incoragestent

when the liability is derecognized or impaired adlwas through the amortization process. Borrowiogts are
expensed as incurred.

Trade Payables

Trade payables are carried at cost, which is tiesédue of the consideration to be paid in theufatfor goods
and services received, whether or not billed toGhaup.

Employee Termination Benefits

In accordance with existing social legislation, Gmup is required to make lump-sum terminatioremdities
to each employee who has completed one year acsenith the Group and whose employment is terneitiat
due to retirement or for reasons other than reigmar misconduct.

As of December 31, 2003 and 2002, the Group haddwd reserve for the estimated amount of suchlitiab
based on accumulated periods of service at thatalksheet date on the basis of 30 days' pay, penyservice
limited to a maximum of TL 1,389 (2002 - TL 1,2@0historic terms).

Revenue Recognition

Premium Income

Premium income represents premiums on policiegemritduring the period / year, net of premium cetied
reinsurer firms and by the reserve for unearnednpmas that are calculated on a daily pro-rated shasi
Premiums are recorded as income at the date afypiguance except for the life branch for whicenpiums

are recorded as income when they become due.

Commission | ncome and Expense

The commission expense related with the writtericfgd by agents and commission income obtained from
reinsurers for the premiums ceded are recorded @mmsolidated income statement on accrual basis.
Commission income from reinsurers is determinedmlicg to the reinsurer agreements.

Claims

Claims incurred comprise all claims occurring dgrihe year, together with their related expertigeeases, and
any adjustments to claims outstanding from theiptsvyear offset against the portion attributethtreinsurer
firms. When applicable, deductions are made fomeded salvage and recoveries.

I nterest

Interest income and expense which are classifiefinancial income and expense, are recognized @ th
consolidated income statement for all interest ibgainstruments on an accrual basis using the teffegield

method based on the actual purchase price. Intecsne includes coupons earned on fixed incomesimrent
securities and accrued discount and premium osurgdills and other discounted instruments.

(14)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2003 (Continued)
(Currency -- In millions of Turkish Lira in equivalent purchasing power at December 31, 2003)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)

Dividends

Dividends are recognized when the shareholdet# togeceive the payments is established.
Income Tax

Tax expense / (income) is the aggregate amounidedi in the determination of net profit or losstfoe period
in respect of current and deferred tax.

Deferred income tax is provided, using the liapilitethod, on all temporary differences at the bedasheet
date between the tax bases of assets and liabiditid their carrying amounts for financial rep@tpurposes.
Deferred income tax liabilities are recognizeddtitaxable temporary differences:

- except where the deferred income tax liabiliig@s from goodwill amortization or the initial regation
of an asset or liability in a transaction that st m business combination and, at the time of the
transaction, affects neither the accounting praiittaxable profit or loss; and

- in respect of taxable temporary differences daased with investments in subsidiaries, associates
interests in joint ventures, except where the tgniri the reversal of the temporary difference can b
controlled and it is probable that the temporaffedénce will not reverse in the foreseeable future

Deferred income tax assets are recognized foreallictible temporary differences, carry-forward ofised tax
assets and unused tax losses, to the extent thatrdbable that taxable profit will be availabigainst which the
deductible temporary differences, carry-forwardiofised tax assets and unused tax losses canibedutil

- except where the deferred income tax assetmglati the deductible temporary difference arisesfthe
initial recognition of an asset or liability in eahsaction that is not a business combination anthe
time of the transaction, affects neither the actingrprofit nor taxable profit or loss; and

- in respect of deductible temporary differencesoamted with investments in subsidiaries, assesiahd
interests in joint ventures, deferred tax assetaty recognized to the extent that it is probabég the
temporary differences will reverse in the foresémditure and taxable profit will be available awsi
which the temporary difference can be utilized.

The carrying amount of deferred income tax asseteviewed at each balance sheet date and redoidbe t
extent that it is no longer probable that suffitiéexable profit will be available to allow all qrart of the
deferred income tax asset to be utilized.

Deferred income tax assets and liabilities are oredsat the tax rates that are expected to applyetperiod
when the asset is realized or the liability isledftbased on tax rates (and tax laws) that haee baacted or
substantively enacted at the balance sheet date.

Use of Estimates

The preparation of the consolidated financial statets in conformity with IFRS requires managemenhake

estimates and assumptions that affect the repartezlints of assets and liabilities and disclosureootingent

assets and liabilities at the date of the balaheets Actual results may vary from the currentnestes. These
estimates are reviewed periodically, and, as adj@ists become necessary, they are reported in garimrthe

periods in which they become known.
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December 31, 2003 (Continued)

(Currency -- In millions of Turkish Lira in equivalent purchasing power at December 31, 2003)

3. SEGMENT INFORMATION

Segment information is prepared on the businessaegbasis.

The Group conducts its business activities in ¢asihg and insurance areas.

Year ended December 31,2003:

(16)

Leasing Insurance Eliminations Group
Income from financial 36,059,750 - - 36,059,750
leases
Net insurance technical - 8,311,002 246,333 8,557,335
income
Financial income 3,125,206 2,298,371 - 5,423,577
Provision for possible lease (2,539,495) - (2,539,495)
receivable losses
Other operating income 3,575,195 31,231 (246,333) 3,360,093
Other  total operating (17,309,974) (7,216,973) - (24,526,947)
expense
Profit from operating 22,910,682 3,423,631 - 26,334,313
activities
Loss from associates (1,465,322) - - (1,465,322)
Income taxes 8,773,735 (665,903) - 8,107,832
Monetary loss (6,683,649) (1,802,325) - (8,485,974)
Minority interest - - - (463,372)
Net profit 23,535,446 955,403 - 24,027,477
Other segment
information
Segment assets 211,245,554 56,277,981 (311,317) 267,212,218
Investments in associates 8,766,320 - 8,766,320
Total assets 220,011,874 56,277,981 (311,317) 2B %88
Segment liabilities 123,073,159 42,780,962 (311,317) 165,542,804
Total liabilities 123,073,159 42,780,962 (311,317) 165,542,804

As of December 31, 2002 :
Leasing Insurance Eliminations Group

Income from financial leases 66,063,410 - - 66,063,
Net insurance technical - - - -
income
Financial income (22,441,234) - - (22,441,234)
Provision for possible lease (3,029,234) - - (3,029,234)
receivable losses
Other operating income 3,583,500 - - 3,583,500
Other total operating (7,931,213) - - (7,931,213)
expense
Profit from  operating 36,245,229 - - 36,245,229
activities
Loss from associates (2,337,103) - - (2,337,103)
Income taxes (6,444,474) - - (6,444,474)
Monetary loss (16,053,661) - - (16,053,661)
Net profit 11,409,991 - - 11,409,991
Other segment information
Segment assets 228,239,882 26,320,426 (356,877) 25431
Investments in associates 9,454,289 - - 9,454,289
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December 31, 2003 (Continued)
(Currency -- In millions of Turkish Lira in equivalent purchasing power at December 31, 2003)

Total assets 237,694,171 26,320,426 (356,877) 258820
Segment liabilities 163,043,868 21,108,527 (356)877 183,795,518
Total liabilities 163,043,868 21,108,527 (356,877) 183,795,518

Transactions between the business segments am@malrcommercial terms and conditions. Those tretisss
are eliminated in consolidation.
4. CASH AND CASH EQUIVALENTS

The breakdown of cash and cash equivalents idlas/o:

2003 2002
Cash on hand 222,188 21,786
Funds lent under reverse repurchase agreements - 1,258,097
Cash at banks 28,648,248 19,053,640

Cash and cash equivalents in the balance sheet acakh flow statements 28,870,436 20,333,523

As of December 31, 2003 and 2002, interest rangepdsits is as follows :

2003 2002
Amount Effective interest rate Amount Effective interest rate
Turkish Foreign Turkish Foreign Turkish Foreign Turkish Foreign
Lira currency Lira currency Lira currency Lira currency
Bank accounts 28,448,26 199,97¢20.60%-28.00% 1.00%-2.88% 5,749,790 13,303,850 43% - 45.5% 2-25%
Funds lent under reverse
repurchase agreements - - - - 1,258,097 - 35% - 43%

Total 28,448,26 199,97 7,007,887 13,303,850

Finans Sigorta makes credit card collections thinodeposits in banks. The collections are blockebiainks for
a time period of 31 to 45 days in exchange fordbltection service. As of December 31, 2003, tlwen@any
has blocked TL demand deposit account in the amafuflt 2,440,339(2002 - TL 512,375) in various bsufér
the credit card collections.

5. MINIMUM LEASE PAYMENTS RECEIVABLE

Gross investment in finance leases receivable :

2003 2002
Not later than one year 122,614,635 131,090,685
Later than one year and not later than five years 88,598,887 93,139,788
Minimum lease payments receivable, gross 211,213,522 224,230,473
Less: Unearned interest income (40,985,953) (44,352,582)
Net investment in finance leases 170,227,569 179,877,891
Less: Specific reserve for impairment (501,625) (1,367,602)
Less: General loss reserve for minimum lease patsnen (4,243,148) (4,473,017)

receivable

(17)
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December 31, 2003 (Continued)
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Minimum lease payments receivable, net 165,482,796 174,037,272

Specific reserve for impairment, general loss neseand reserve for receivables from lease payments
outstanding, all together, represent the Compamg\asion for possible lease receivable losses.

5. MINIMUM LEASE PAYMENTS RECEIVABLE (continued)

Net investment in finance leases may be analyzéollas/s:

2003 2002
Not later than one year 93,188,526 98,631,724
Later than one year and not later than five years 77,039,043 81,246,167
170,227,569 179,877,891

As of December 31, 2003 and 2002, TL 125,656,125 Bh 170,679,649 of gross lease receivables are
denominated in foreign currency (mainly U.S. Ddlland Euro) and the effective interest rates rdiepeeen

7% and 15% for U.S. Dollars and for Euro (2002- 1886 30%), and 30% and 60% for TL (2002 - 45% and
60%).

Movement in the specific reserve for impairment:

2003 2002
Reserve at the beginning of year 1,367,602 2,220,360
Provision for impairment 300,387 603,571
Recoveries (999,019) (*) (981,068)
Provision net of recoveries (698,632) (377,497)
Monetary gain (167,345) (475,261)
Reserve at end of year 501,625 1,367,602

(*) Recoveries amounting to TL 737,986 represeatgfer to provision for receivables from lease pays
outstanding.

Movement in general loss reserve for minimum lgzsanents receivable :

2003 2002
Reserve at the beginning of year 4,473,017 4,186,114
Provision for general loss reserve 317,466 1,273,604
Monetary gain (547,335) (986,701)
General loss reserve at end of year 4,243,148 4,473,017
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6. RECEIVABLES FROM LEASE PAYMENTS OUTSTANDING

2003

2002

Receivables from lease payments outstanding
Less: Specific reserve for impairment

22,717,483
(14,777,488)

25,131,350
(13,441,745)

Receivables from lease payments outstanding, net 7,939,995 11,689,605
Movements in the specific reserve for impairment :
2003 2002

Reserve at the beginning of the year 13,441,745 14,063,514
Provision for impairment 5,153,812 2,422,092
Recoveries (2,233,151) (288,965)
Provision net of recoveries 2,920,661 2,133,127
Monetary gain (1,584,918) (2,754,896)
Reserve at end of year 14,777,488 13,441,745

Specific reserve for impairment is included witliee Group's total provision for possible lease ivedse
losses. As of December 31, 2003, the Group's fo@alision for possible lease receivable lossesuitioh
general loss provision is TL 5,771,665 (2002 - Tr99,267) at gross amount and charged to consetidat
income statement. As of December 31, 2003, recof@rguch impairment loss is TL 3,232,170 (2002L- T
1,270,033). As of December 31, 2003, the Groupés teserve for impairment, including general losserve, is
TL 19,522,261 (2002 - TL 19,282,364). This totadoeserve is shown net off outstanding leasevadeis and
minimum lease payments receivable on the conselida@lance sheet.

7. PREMIUMS RECEIVABLE

2003 2002
Foreign Turkish Foreign Turkish
Currency Lira Total Currency Lira Total
Agencies 1,908,344 24,370,292 26,278,63 1,549,140 9,937,117 11,486,257
Policyholders 20,836 264,876 285,71. - 395,301 395,301
1,929,180 24,635,168 26,564,34 1,549,140 10,332,418 11,881,558
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8. INVESTMENTS AVAILABLE FOR SALE

Investments available for sale consist of the fwilhgy :

2003 2002
Effective Effective
Amount Interest rate Amount Interest rate

Available for sale securities at fair value
Debt instruments
Turkish treasury bills 6,588,819 28.80%58.15% 3,605,002 54.33% - 48.97%

6,588,819 3,605,002
Others
Common stocks - 85,833
Equity instruments - listed 2,093,999 1,615,776

2,093,999 1,701,609
Total available for sale securities at fair value 82,818 5,306,611

Available for sale securities at cost

Equity instruments - unlisted 51,081 103,601
Total available for sale securities at cost 51,081 103,601
Total available for sale securities 8,733,899 5,410,212

Available for sale securities at cost representGhaup’s equity holdings in the companies, shafeshich are
not publicly traded. Consequently they are reflé@erestated cost less reserve for impairmentesinreliable
estimate of their fair values could not be made.

The list of participations at affiliated companieisich are included in equity instruments is asofo :

2003 2002
Participation Participation
Amount % Amount %
Equity instruments — listed
Gima Gida velhtiyag Maddeleri 2,093,999 2 1,615,776 2
T.AS.
2,093,999 1,615,776
Equity instruments - unlisted
Fiba Aligveris Merkezleri - - 52,466 1
Gelistirme AS.
Finans Yatirrm Menkul Dgerler 51,081 Less than 1 49,850 Less than 1
AS.
Fiba Faktoring Hizmetleri A. - - 1,285 Less than 1
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51,081 103,601

In order to protect the interests of policyholdeosider Insurance Supervision Law 7397, the ins@anc
companies are obliged to deposit investments linckbd account with a state bank and to mortgagel fassets
in favor of the Undersecretariat of Treasury.

As of February 28, 2004, the amount of such guaemfcomputed over direct premiums earned in 2@0B¢g
set aside is computed as TL 11,176,556 and aedfdme date, the guarantees of the Company astgdour
policyholders amount to TL 11,176,556.

9. INVESTMENTS IN SUBSIDIARIES
Acquisition

i) On November 11, 2002, the Company acquired 9%6%e voting shares of Finans Sigorta, an urdiste
company based in Turkey operating in all types afpprty and casualty insurance and reinsurance
business. Finans Sigorta is established on MarcR@IL and started its operations on May 5, 2002 D
to the insignifance of the operations of Finano8ayduring the period between November 11, 20@2 an
December 31, 2002 to the financial statements efGompany, the Company has accounted for the
acquisition of Finans Sigorta as at December 3022@ccordingly, the Group's consolidated income
statement for the year ended December 31, 2003, nlakinclude results of the operations of Finans
Sigorta.

The fair value of the identifiable assets andilitds of Finans Sigorta acquired are :

Cash and cash equivalents 2,012,738
Investments available for sale 3,605,002
Premiums receivable, net 12,171,511
Due from insurance and reinsurance companies 13,004
Deferred acquisition costs 5,448,417
Furniture and equipment 1,603,441
Intangible assets 640,100
Deferred income tax asset 524,379
Other assets 301,835
26,320,427
Due to insurance and reinsurance companies (5,335,827)
Insurance reserves - net of reinsurers' share (13,849,284)
Taxation on income (190,096)
Other liabilities and provisions (1,735,261)
Fair value of net assets 5,209,959
Goodwill arising on acquisition 610,261
5,820,220
Consideration :
Costs associated with the acquisition 5,820,220
Total consideration 5,820,220

The cash outflow on acquisition is as follows
(23)
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ii)

Net cash acquired with subsidiary 2,012,738
Cash paid (5,822,159)
Net cash outflow (3,809,421)

In October 7, 2003 the Company disposed of 10%hafes in Finans Sigorta to its shareholders. In
December 30, 2003, the Company partially partieigan share capital increase of Finans Sigortachwhi
resulted with a decline in the ownership percentdighe Company by 38.1%.

INVESTMENTS IN SUBSIDIARIES (continued)

On September 4, 2002, the Company legally metngith Finans Deniz Finansal Kiralama, an unlisted
company based in Turkey, specialized in all typfefinancial leasing business, by acquiring 100%tof
voting shares. Finans Deniz Finansal Kiralama vissotli’ed as of the same date. In connection with th
acquisition, the Company issued 1,439,445,000 argirshares of TL one thousand each (nominal
historical TL 1,439,445 restated to December 30320L 1,818,467) Additionally, share premium at the
amount of TL 1,018,342 (TL 806,089 in historicahte) resulted from such acquisition.

The fair value of the identifiable assets andiliiéds of Finans Deniz Finansal Kiralama acquieed :

Cash and cash equivalents 867,347
Minimum lease payments receivables and receivdines
lease payments outstanding, net 46,864,904
Investments available for sale 6,934,221
Investments in associates 15,750,945
Furniture, equipment and intangibles 318,832
Other assets 968,785
Deferred income tax asset 2,026,758
73,731,792
Funds borrowed (79,439,893)
Trade payables (59,618)
Advances from customers (310,561)
Other liabilities and provisions (186,829)
Fair value of net assets (6,265,109)
Goodwill arising on acquisition 9,096,365
2,831,256

Consideration :

Shares issued, at fair value 2,831,256

Total consideration 2,831,256

On November 11, 2002, the Company disposeidsP.6% ownership, amounting to TL 5,047,379, in
Endi Tiketim Mallari Ticaret Sanayi %, which was acquired through the merger with FnBeniz
Finansal Kiralama and incurred loss at an amouiiiLo246,995 which is accounted as other expense on
the consolidated income statement.
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10. INVESTMENTS IN ASSOCIATES

The following is a list of the investments in asates:

2003 2002
Carrying Ownership Group’s Share Carrying Ownership Group’s Share
Entity Value Interest of Income (Loss) Value Interest of Income (Loss)
Finans Gayrimenkul 7,661,106 43.41% (1,399,2 9,064,471 43.31% (1,921,8
Kiltur ve Gosteri Merkezleri A. 781,770 44.00% - - - -
Finans Leasing S.A. Romania 323,444 40.00% (66,103) 389,818 40.00% (415,223)
8,766,320 (1,465,3 9,454,289 (2,337,1

Finans Leasing S.A. Romania is mainly engagedlitypés of leasing operations in Romania. As of édelser

31, 2003 and 2002, the Company accounted its imesgtin Finans Leasing Romania by equity method of
accounting and incurred losses at the amount 6103 and 415,223, respectively. Such lossescamiated

as loss from associates on the consolidated insteement.

On January 6, 2003, the Group purchased 44% ofiKué Gosteri Merkezleri ve Ticaret@.for TL 781,770.
Kultir ve Gosteri Merkezleri ve Ticaret $\.is engaged in visual entertainment business.fA3ecember 31,
2003, equity method of accounting has not beeniegpgdbr this investment due to the operations @ th
company being insignificant to the Group's consdbd financial statements.

On November 18, 2002, the Company disposed its B®&stment, amounting to TL 15,750,945 in Fibabank
A.S., which was acquired through the merger with FnBreniz Finansal Kiralama and incurred loss at the
amount of TL 297,357. Such loss is accounted witltiver expense on the consolidated income statement

11. EQUIPMENT TO BE LEASED
The Group purchases machinery and equipment frogigio and domestic vendors in relation to the faian
lease agreements signed in the current year fgegisan progress of its customers, which will lbenpleted in

the subsequent year. As of December 31, 2003 @2, Zhe equipment to be leased balance includg€tthe
equipment to be leased as described above togettherelated expenses.

12. DEFERRED ACQUISITION COSTS

2003 2002
Deferred general and administrative expense 2,980,118 3,021,099
Deferred commission expense 5,259,612 2,427,318
8,239,730 5,448,417
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13.  FURNITURE AND EQUIPMENT

Furniture and

equipment Leased assets Total
At January 1, 2003, net of accumulated 1,790,165 1,070,476 2,860,641
depreciation
Additions 1,133,074 520,987 1,654,061
Disposals (56,217) - (56,217)
Depreciation charge for the year (649,684) (311,429 (961,113)
At December 31, 2003, net of accumulated 2,217,338 1,280,034 3,497,372
depreciation
At December 31, 2002
Cost 5,201,695 1,265,241 6,466,936
Accumulated depreciation (3,411,53C (194,765) (3,606,29¢
Net carrying amount 1,790,165 1,070,476 2,860,641
At December 31, 2003
Cost 6,065,243 1,786,228 7,851,471
Accumulated depreciation (3,847,90¢ (506,194) (4,354,09¢
Net carrying amount 2,217,338 1,280,034 3,497,372

Leased assets consist of vehicles, furniture angewents which are pledged as securities for thatad finance
lease obligations.

14. INTANGIBLES

Patents and

Goodwill Licenses Total
At January 1, 2003, net of 14,994,337 716,427 15,710,764
accumulated amortization
Additions - 365,313 365,313
Disposals - - -
Impairment (6,191,792) - (6,191,792)
Amortization charge for the year (2,932,322) (298)1 (3,148,476)
At December 31, 2003, net of 5,870,223 865,586 6,735,809

accumulated amortization
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At December 31, 2002

Cost 15,898,418 834,173 16,732,591
Accumulated amortization (904,081) (117,746) (1,821)
Net carrying amount 14,994,337 716,427 15,710,764
At December 31, 2003

Cost 15,898,418 1,199,486 17,097,904
Accumulated amortization (3,836,403) (333,900) (4,170,303)
Accumulated impairment (6,191,792) - (6,191,792)
Net carrying amount 5,870,223 865,586 6,735,809

14. INTANGIBLES (continued)

As of December 31, 2002, the Group has accountedvglh at the amount of TL 6,191,792 on the cordaied
financial statements due to purchase of additiaghares of Finans Gayrimenkul. Goodwill was recogthiz
considering future economic benefits of Finans @Gagnkul. Future cash flows were planning to be gateel
from rent income of building, which is used by Fiseank AS. and housing estate project, which was planned
to start in 2003. Subsequent to December 31, Z803ans Gayrimenkul has sold its building (see &lste 31)
and there is uncertainty about the starting datdafsing estate project in a foreseeable futurearfs
Gayrimenkul has also changed its status and beeaoweporation operating exempt from the Capital Rdar
Law. Accordingly, expected cash inflows due to pubffering could not be realized. As of Decembgr 3003,
considering the above mentioned matters, the Ghagoprovided a provision for the goodwill generafied
Finans Gayrimenkul and charged to consolidatednicstatement.

Goodwill is being amortized as follows :
*  goodwill arising on the acquisition of Finans Defrinansal Kiralama at the amount of 9,096,36Bcing
amortized evenly from the date of acquisition aber directors' estimate of its useful economic difet0

months,

*  goodwill arising on the acquisition of Finans &ita at the amount of TL 610,261 is being amortized
evenly from the date of acquisition over the divegtestimate of its useful economic life of 3 year

Patents and licenses are being amortized overlwesainomic lives of 5 years.

15. OTHER ASSETS

2003 2002

Value Added Tax receivables 109,861 897,222
Receivables from a related party resulting frondfugranted 433,815 949,935
Receivables from lessees against insurance traorssact 309,933 461,633
Prepaid expenses 224,249 110,882
Advances and deposits given 90,081 187,005
Due from personnel - 25,512
Prepaid tax 23,236 267,035
Due from insurance and reinsurance companies - 13,004
Others 87,724 22,755

1,278,899 2,934,983
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16. FUNDS BORROWED

2003 2002
Original TL Interest Original TL Interest
Amount Equivalent rate (%) Amount Equivalent rate (%)

Short term 4,633,878 1,274,418
Fixed interest EUR 2,284,376 4,020,541 2.39-4.05EUR 653,433 1,274,418 3.49 - 3.90

uUsD 524,110 589,370 0.53

CHF 17,054 23,967 1.63
Floating interest
Medium / long-term 92,292,094 134,785,063
Fixed interest

EUR 16,676,325 30,308,654 4.95-6.32EUR 34,117,930 66,541,701 4.95-7.25

UsD 23,951,558 34,715,178 3.37-6.41USD 11,677,452 21,852,853 2.68-8.75

CHF 468,429 533,864 2.86-3.75 CHF 449,872 603,409 2.86 - 2.99
Floating interest

EUR 2,734,246 4,832,238 2.66-6.76 EUR 7,928,942 15,464,165 3.14-5.99

uUsD 15,269,968 21,703,728 1.31-7.26USD 15,490,572 28,988,617 1.70-6.20

CHF 176,550 198,432 0.95 CHF 994,799 1,334,318 1.49
Total 96,925,972 136,059,481

Repayments of medium/long term funds borrowed arfelbows:
2003 2002
Fixed rate Floating rate Fixed rate Floating rate

2003 - - 88,479,420 20,853,017
2004 65,114,277 14,241,468 456,205 14,753,753
2005 391,233 5,480,095 62,338 761,194
2006 52,186 7,012,835 - 9,419,136
Total 65,557,696 26,734,398 88,997,963 45,787,100

In 1998, the Company obtained a long-term loan aiogi to U.S. Dollars 5,000,000 bearing interest &

Libor+3.375% (2002 - Libor +3.375%). The loan hag tyears grace period. As of December 31, 2003, the

Company paid U.S. Dollars 4,444,445 and the remgipbrtion will be repaid in equal semi-yearly albhents

till 2004.
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In 1999, the Company obtained another long-term &yad drawn down Euro 5,000,000. The loan will dygaid
in 6 equal semi-annual installments beginning fiday 15, 2002 until November 15, 2004.

Both loan agreements include covenants such aglprgwa general loss reserve for bad debt at treeafal.5%
and 2.5%, respectively and compliance with ceffiagncial ratios.

The Group has obtained letters of guarantee anmumdi TL 4,362,096 (2002 - TL 10,059,884) from loca

banks and submitted to various banks as guaraatdedns obtained. The letters of guarantee coo$iskLS.
Dollars 1,286,333, Swiss Francs 721,441, Euro 229¢hd TL 467,172 (2002 - U.S. Dollars 2,183,608isS
Francs 1,696,544, Euro 1,637,890 and TL 503,520).

The shareholder bank has given letter of comfarthe long-term loans utilized of which outstandivegance
amounted to Euro 1,666,800 (2002 - U.S. Dollars@@®@and Euro 3,333,400).

17. DUE TO INSURANCE AND REINSURANCE COMPANIES

2003 2002
Deposit with ceding and retroceding companies - 492,155
Due to insurance and reinsurance companies 7,852,195 4,843,672

7,852,195 5,335,827

18. INSURANCE TECHNICAL RESERVES

2003 2002
Unearned premium reserve 42,514,436 10,829,493
Unearned premium reserve -reinsurers' share (16,480,912) (1,340,259)
Unearned premium reserve, net 26,033,524 9,489,234
Outstanding claims reserve 5,205,015 3,176,341
Outstanding claims reserve-reinsurers' share (1,273,866) (916,106)
Outstanding claims reserve, net 3,931,149 2,260,235
Earthquake reserve - 533,973
Total insurance technical reserve 29,964,673 12,283,442

19. OTHER LIABILITIES AND PROVISIONS
2003 2002

Deferred income 1,224,532 1,971,092
Taxes payable 842,279 446,948
Reserve for employee termination benefits 462,996 333,967
Leasing obligation 274,730 479,283
Salaries and wages payable 136,683 149,147
Due to related parties - 22,416
Others 388,602 397,517
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3,329,822 3,800,370

20. INCOME TAXES
General Information

The corporation tax rate for the fiscal year enBedember 31, 2002 was 30% plus an additional 10% fevy,

giving an effective tax rate of 33%. A 19.8% withding tax was applied to investment deductions Whiere
exempt from corporation tax. Until April 24, 2008&re distributions had been made in respect of 200P
prior years, withholding taxes of 5.5% and 16.5%tlibincluding the additional 10% fund levy) applitd
distributions made by either public or private agiions, respectively. This withholding tax onlypéied to

amounts distributed that had been subject to catjoor tax.

Law No. 4842, effective from April 24, 2003, abdblésl the 10% fund levy. Beginning with 2003, theetffve
corporation tax rate reverted to 30%. However, witliv No. 5035 published at January 2, 2004, onttlie
year 2004 the corporation tax will be calculate@3%o.

Effective from April 24, 2003, income from 2002 apdor years will not be subject to withholding &sxif it is

undistributed, is transferred to share capitalsodistributed to resident tax-paying corporatioféere profits
are distributed to resident taxpaying real perstmshose who are exempt from income and corpdeateto

those who are not income or corporation tax payerson-resident corporations, to non-resident peatons
and to those who are exempt from income tax, a WiBholding tax is applied. However profit distrifions up
to December 31, 2003 shall be subject to an effedtix rate of 11% due the continuation of the flewy until

that date. On the other hand, profit distributionsincome from 2002 and prior years which had bmempt
from corporation tax and income which had beenesulip 19.8% withholding tax due to investment imoe

certificates obtained based on applications maide far April 24, 2003 will not be subject to withldong tax.

Effective from April 24, 2003, investment incentigertificates will not be required to utilise arvé@stment
deduction in calculating the corporate income taseb No withholding taxes will apply to the investrh
deduction; however the deduction will be limited4@%. Investment deductions made as a result afirigpl
investment incentive certificates for which appiioa was made prior to April 24, 2003, and unusaestment
deductions carried forward from previous periods tluinsufficient taxable profits, will be subjacta 19.8%
withholding tax. Where, however, investment cerdifes were obtained based on applications made tprio
April 24, 2003, an exemption from this withholditex is available if written notification was madethe tax
authorities before May 15, 2003. In this case tivestment deduction will be limited to 40%. Witte thaw No.
5024 published on December 30, 2003, tax-payingarations which did not notify the tax authoritiesre
given right to make a notification until the filindpte of first quarterly temporary tax return sujst to the
date Law No. 5024 became effective which is Jania®004.

The tax legislation provides for a temporary tax30%6 (25% before April 24, 2003) to be calculated paid
based on earnings generated for each quarter. mbaras thus calculated and paid are offset ag#iesfinal
tax liability for the year. However, in accordamnvah Law No. 5035, effective from January 2, 208&mporary
taxes for the year 2004 will be calculated and paithe rate of 33%.

(29)



Finans Finansal Kiralama Anonim Sirketi

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2003 (Continued)
(Currency -- In millions of Turkish Lira in equivalent purchasing power at December 31, 2003)

In 2003 and prior years corporation tax is computedhe statutory income tax base determined inrdenice
with the Procedural Tax Code without any adjustnfeninflation accounting. With Law No. 5024 puliled on
December 30, 2003 related with changes in ProckdaraCode, Income Tax Law and Corporation Tax Law,
starting from January 1, 2004, taxable income bellderived from the financial statements which adjeisted

for inflation accounting. Accumulated earnings iagsfrom the first application of inflation accoimg on
December 31, 2003 balance sheet will not be subgecorporation tax, and similarly accumulated i
arising from such application will not be deducealibr tax purposes. Moreover, accumulated tax loss
carryforwards related with 2003 and prior periodls e utilized at their historical (nominal) valsign 2004 and
future years.

20. INCOME TAXES (continued)

Tax losses can be carried forward for a maximuniogeof five years following the year in which thestes
were incurred. The tax authorities can inspectréarns and the related accounting records fotrasgective
maximum period of five years. Tax Amnesty Law Nd.4&ublished on February 27, 2003 provided immunity
for tax inspection and additional assessments deethiax payers who utilized the option to increhsé tax
bases for the years 1998-2001 with the rates omuatacspecified in the law. In March 2003, the Comypa
applied to the tax authorities for declaration @diéional taxes amounting to TL 1,032,383 (histalido benefit
from the advantages of the Tax Peace Law No. 48h&.Company utilizing this option paid TL 721,680 i
2003. The remaining balance will be paid until JA064.

In Turkey, the tax legislation does not permit aepa company and its subsidiaries to file a codstéid tax
return. Therefore, provision for taxes, as refledtethe consolidated financial statements, has lsaéculated
on a separate-entity basis.

Major components of income tax expense for thesyeaded December 31,

2003 2002
Consolidated income statement
Current income tax
Current income tax charge 3,798,364 -
Deferred income tax
Relating to origination and reversal of temporaffedences (11,906,196) 6,444,474
Income tax expense reported in consolidated incgtatement (8,107,832) 6,444,474

A reconciliation of income tax expense applicaldeptofit from operating activities before income @t the
statutory income tax rate to income tax expengbeaCompany's effective income tax rate for theyeaded
December 31 was as follows :

2003 2002
Profit from operating activities before income tampnetary loss and minority 24,868,991 33,908,126
interest
Accounting of finance leases and restatement effeicicome statement items (4,359,006) (29,569,856)
Accounting of insurance technical income (4,436,824) -
Provision for possible lease receivable losses 944,264 896,107
Accounting of investment in associates 1,465,322 2,337,103
Property and equipment sales income 5,850,156 -
Loss from fair value changes in portfolio availafiesale (184,552)
Amortization of goodwill 2,932,324
Impairment of goodwiill 6,191,792 -
Other adjustments (1,147,281) 545,062
Current year loss of consolidated subsidiary 2,280,128 -
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Statutory income before taxation 34,405,314 8,116,542
Income not subject to tax (4,708,338) (8,937,722)
Expenditure not deductible for income tax purposes 8,240,356 14,112,400
Utilization of previously unrecognized tax losses - (13,291,220)
Utilization of investment allowance (eligible foB% deduction) (19,184,987) -
Utilization of investment allowance (eligible fo8Q% deduction) 18,752,345 -

Corporate tax base -
Corporate tax (effective rate 30% (2002 - 33%)) -
Income tax base 18,752,345

Income tax (effective rate 19.8%) (3,712,965) -
Tax effect of temporary differences (restated) 11,906,196 (6,444,474)
Restatement effect of current taxation charge (85,399) -
Taxation charge per accompanying consolidated &iadstatements (restated) 8,107,832 (6,444,474)

20. INCOME TAXES (continued)

Deferred income tax

Deferred income tax of the Company at DecembePB@3 and 2002, relates to the following:

2003 2002

Deferred income tax liabilities
Accounting of finance leases - 13,565,295
Restatement effect on furniture, equipment andgitdes - 193,806
Leasing income accruals 1,245,408 890,900
Income accrual on time deposits 60,941 34,318
Revaluation of available for-sale financial assetfir value - 5,233
Accrued interest income on overdue receivables 70,933 67,979
Gross deferred income tax liabilities 1,377,282 14,757,531
Deferred income tax assets
Accounting of finance leases 29,187,617 -
Tax credits of unused investment incentive alloveanc 5,294,203 -
Reserve for possible lease receivable losses 1,821,061 1,306,202
Employee termination benefit 96,770 64,360
Less : Valuation allowance (34,481,820) -
Gross deferred income tax assets 1,917,831 1,370,562
Net deferred income tax asset (liability) 540,549 (13,386,969)

Deferred income tax of Finans Sigorta at DecembeB03 and 2002 relates to the following:

2003 2002
Deferred income tax liabilities
Accounting of finance leases 281,350 104,601
Useful life effect on furniture, equipment and mgéles 186,902 165,400
Effect of deferred acquisition cost 983,439 1,281,890
Gross deferred income tax liabilities 1,451,691 1,551,891
Deferred income tax assets
Tax loss carry forward 569,168 -
Employee termination benefit 42,120 2,916
Effect of earthquake provision - 176,211
Effect of incurred but not recorded claim provision 273,946 13,460
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Effect of unearned premium reserve 107,693 1,883,684
Gross deferred income tax assets 992,927 2,076,271
Net deferred income tax (liability) asset (458,764) 524,380

As of December 31, 2003, deferred taxes have belenlated at the principal tax rate of 30%. The @any
has provided a valuation allowance on deferredagsets for which realizability could not be assg:sheing
foreseeable future.

Deferred taxes were calculated at the effectiveagexof 19.8% prevailing as at December 31, 2062.unused
tax credits of investment inventive allowances antiog to in historical TL 25,045,637 for which defed tax
asset was not recognized in the consolidated balstmeet.

20. INCOME TAXES (continued)

Movement of net deferred tax (asset) liability tenpresented as follows:

2003 2002
Total deferred tax balance at January 1 13,386,969 13,068,537
Deferred income tax recognized in income statement (11,906,196) 6,444,474
Monetary gain (1,038,178) (6,126,042)
Deferred tax balance of acquired subsidiary atainl (524,380) -
Ending balance (81,785) 13,386,969
21. SHARE CAPITAL
2003 2002
Number of common shares (authorized, issued
and outstanding) TL1,000 par value 17,478,297,105 16,439,445,105

As of December 31, 2003 and 2002, the Company'®iital subscribed and issued share capital was TL
17,478,297 and TL 16,439,445 (historical termgpeetively.

The movement of the share capital (in numbers auhnistorical TL) of the Company during 2003 and 2@9as
follows:

2003 2002
Number TL Number TL
At January 1 16,439,445,105 16,439,445 15,000,000,000 15,000,000
Shares issued in :
-transfer from statutory retained earnings 1,038,852,000 1,038,852 - -
-through acquisition of Finans Deniz Finansal Kirah - - 1,439,445,105 1,439,445
At December 31 17,478,297,105 17,478,297 16,439,445,105 16,439,445

As of December 31, 2003 and 2002, the compositiaihareholders and their respective % of ownershipbe
summarized as follows :

2003 2002
Amount % Amount %
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Finansbank £. 13,919,590 79.64 13,094,175 79.70
Finans Yatinm Menkul Deerler AS. 1,435,309 8.21 1,350,000 8.20
Publicly Traded 2,123,398 12.15 1,995,270 12.10
Total in historical TL 17,478,297 100.00 16,439,445 100.00
Restatement effect 82,705,092 82,682,237
Total per consolidated financial statements 100,183,389 99,121,682

22. LEGAL RESERVES

The legal reserves consist of first and second! legg&rves in accordance with the Turkish CommefCiale.
The first legal reserve is appropriated out ofgtetutory profits at the rate of 5%, until the totserve reaches
a maximum of 20% of the Company’s share capitaé 3&cond legal reserve is appropriated at theofelt8%

of all distributions in excess of 5% of the Comparshare capital. The first and second legal researe not
available for distribution unless they exceed 500the share capital, but may be used to absorledossthe
event that the general reserve is exhausted. Axoémber 31, 2003, the Company’s statutory legsries
and net accumulated deficit amounted to TL 1,23Y,@®02 - TL 1,237,860) and TL 1,542,072 (2002 - TL
8,810,282) at nominal values, respectively.

The statutory accumulated profits and statutoryemiryear profit are available for distributionbmct to the
reserve requirements referred to above and Cagé#gtet Board regulations regarding profit distribat

As of December 31, 2003, the Company's 51.50% sharet profit of Finans Sigorta, amounted to T243B4.
As of December 31, 2003, Finans Sigorta is unabkgppropriate profit, since the subsidiary hasloss in its
statutory records.

As further explained in Note 2, accumulated praficdude undistributable funds at the amount of2Z[018,341
(historical) due to earthquake losses to be indurrghe future.

Dividends

As of December 31, 2003, the Company has not reddie distribute profit as of the date of thesaficial
statements. As of December 31, 2002, the Compahgatihave any current period profits at its statubooks
that may be appropriated.

23. EARNINGS PER SHARE

Basic earnings per share (EPS) is calculated bigidiy the net profit for the year attributable todioary
shareholders by the weighted average number afargishares outstanding during the year.

In Turkey, companies can increase their share alabyt making a pro-rata distribution of shares (iBe
Shares”) to existing shareholders without constiiterafor amounts resolved to be transferred to esttapital
from retained earnings and revaluation surplus. tfv@ purpose of the EPS calculation, such BonageSissues
are regarded as stock dividends. Dividend paymemitich are immediately reinvested in the shareshef
Company, are regarded similarly. Accordingly, theighted average number of shares used in EPS atidcul
is derived by giving retroactive effect to the issaf such shares without consideration through Dées 31,
20083.

There have been no transactions involving ordirstigres or potential ordinary shares since the afatieese
financial statements and before the completiome$é consolidated financial statements.

(32)



Finans Finansal Kiralama Anonim Sirketi

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2003 (Continued)
(Currency -- In millions of Turkish Lira in equivalent purchasing power at December 31, 2003)

24. RELATED PARTY TRANSACTIONS

Parties are considered to be related if one pasythe ability to control the other party or exsecsignificant
influence over the other party in making the opatatiecisions. The Group is controlled by FinangbArg.
which owns 79.64% (2002 - 79.70%) of ordinary skaliéne ultimate owner of the Group is Fiba Holdh§.

and Fina Holding A. For the purpose of these consolidated finant&kments, associates, shareholders and
affiliated companies are referred to as relatedigmarRelated parties also include individuals #at principal
owners, management and members of the Group's Bbé&idectors and their families.

24. RELATED PARTY TRANSACTIONS (continued)

In the course of conducting its business, the Gimlucted various business transactions withe@lparties
on commercial terms and at rates which approximmeteket rates.

0] Balances outstanding and other transactionis i shareholder bank

2003 2002

Balances outstanding
Cash and cash equivalents 3,664,863 1,787,206
Minimum lease payments receivable 5,368,840 1,136,314
Premiums receivable 4,029,459 1,139,998
Advances from customers 35,057 1,454,030
Trade payables 83,750 271,458
Receivables form lease payments outstanding 1,759 -
Transactions
Interest income 151,747 225,993
Income from financial leases 1,801,849 340,405
Rent expense 35,174 45,577
Commissions paid 1,913,996 882,503
Insurance income 14,178,370 -
Off balance sheet items
Letters of guarantee obtained against import ktter

of credit and funds borrowed 3,906,083 9,530,091

Additionally, the shareholder bank has given lettércomfort for the funds borrowed amounting to &ur
1,666,800 (2002 - U.S. Dollars 400,000 and Eur@3400) and letters of guarantee amounting to T840
(2002 - TL 235,856) to customs authorities and toWBesides the shareholder bank has a paymerdrgaarof
CHF 721,441 (2001 - CHF 366,296) to a foreign bagéinst a loan obtained by the Group as of DeceBiber
20083.

(b)  Balances outstanding and other transactiorts atiter related parties

2003 2002

Balances Outstanding

Cash and cash equivalents 21,779,417 16,802,263
Minimum lease payments receivable 36,934,467 47,227,951
Receivables from lease payments outstanding 1,432 318,780
Insurance receivables from agencies 818,881 782,750
Receivables from a related party resulting froomtogranted 433,815 949,935
Fund borrowed from banks 40,020,636 64,460,617
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Other liabilities 32,315 22,409
Transactions

Income from financial leases 7,814,763 15,271,208
Interest income on bank accounts 4,365,247 4,899,002
Interest expenses 2,500,424 3,207,554
Dividend income 8,681 19,836
Loss on sale of investments available for sale 47,146 363,917
Loss on sale of investment in an associate - 297,357
Commissions paid 118,846 -
Insurance income 1,482,660 -

As of December 31, 2003, the members of the Bo&mirectors of the Group received renumerationhat t
amount of TL 1,212,830 (2002 - TL473,169).
25.  INSURANCE TECHNICAL INCOME

The breakdown of insurance technical income anémrs®is as follows :

2003
Premiums written 76,417,544
Premium ceded to reinsurers (30,002,031)
Unearned premium, net (17,857,096)
Commission income 6,931,408
Insurance technical income 35,489,825
Claims paid, net (18,283,610)
Provision for outstanding claims (1,946,788)
Commission paid (6,702,092)
Insurance technical expense (26,932,490)
Insurance technical income, net 8,557,335
26. FINANCIAL INCOME / (EXPENSES)
The breakdown of financial expenses and finanoiabine is as follows :
2003 2002
Financial Expenses
Foreign exchange loss (6,339,446) (31,614,977)
Interest expense on funds borrowed (6,249,760) (8,556,479)

(12,589,206)  (40,171,456)

Financial Income

Foreign exchange gain 11,248,755 11,622,003
Interest income on bank deposits, investmentsatlaifor sale
and reverse repo 6,764,028 6,108,219

18,012,783 17,730,222
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Total net financial income / (expenses) 5,423,577 (22,441,234)
27. SALARIES AND EMPLOYEE BENEFITS
2003 2002
Staff costs
Wages and salaries 6,583,817 1,862,359
Bonuses 205,775 -
Provision for employee termination benefits 174,203 94,402
Other fringe benefits 1,480,018 551,614
8,443,813 2,508,375
In 2003, the average number of employee of the B®195 (2002 - 72).
28. OTHER OPERATING INCOME
The breakdown of other operating income and otperaiing expense is as follows :
2003 2002
Income from interest charges on overdue receivables 1,712,031 1,780,831
Income from sale of furniture and equipment 1,286,052 300,506
Income from costs charged to customers 1,161,948 482,515
Insurance income 11,295 419,120
Reversal of investment incentive case provision (*) - 1,022,314
Miscellaneous income 763,744 394,197
Total other income 4,935,070 4,399,483
Additional tax charge due to Tax Peace Law (1,056,128) -
Loss from fair value changes in portfolio availafidesale (60,676) -
Loss on sale of investments available for sale (47,146) (363,917)
Loss on sale of investment in an associate - (297,357)
Miscellaneous expense (411,027) (154,709)
Total other expense (1,574,977) (815,983)
Total other income, net 3,360,093 3,583,500

(*)  During 2002, the final decision of the CourtAypeal for the withholding tax which was relateithwthe
cancellation of the provision of Council of the Nditers' decision numbered 99/3230 with respectft 1
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withholding tax calculation over investment inceatiallowance has been finalized in favor of the
Company. Accordingly, as of December 31, 2002, Goepany has recorded TL 1,022,314 as other
income.

29. FINANCIAL RISK MANAGEMENT
The Group is exposed to following risks due tdrigmsactions in financial instruments ;

Credit Risk

Credit risk is the risk that one party to a finahéhstrument will fail to discharge an obligatiand cause the
other party to incur a financial loss. The Grougempts to control credit risk by monitoring creditposures,
limiting transactions with specific counterpartieand continually assessing the creditworthiness of
counterparties.

Concentrations of credit risk arise when a numlie&oanterparties are engaged in similar businegeitées or
activities in the same geographic region, or havdar economic features that would cause theilitstio meet
contractual obligations to be similarly affected lhanges in economic, political or other conditions
Concentrations of credit risk indicate the relatsensitivity of the Group's performance to develepta
affecting a particular industry or geographic |omat

The Group seeks to manage its credit risk expasuwoeigh diversification of lending activities toas undue
concentrations of risks with individuals or grougfscustomers in specific locations or businessé® Group
also obtains guarantees when appropriate.

The concentration of the Company's minimum leayenpat receivables to industry groups is as follows

2003 2002
Retail 16.40% 20.40%
Machinery and equipments 14.00% 16.60%
Textile products 14.13% 11.90%
Transportation 6.90% 9.60%
Publication 14.70% 16.80%
Health and social services 7.50% 5.20%
Construction 3.90% 3.40%
Computer 1.80% 2.50%
Research and advertisement 1.50% 1.30%
Entertainment 1.30% 0.90%
Others 17.87% 11.40 %

100.00% 100.0%
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29. FINANCIAL RISK MANAGEMENT (continued)
Liquidity Risk

The Group's policy is to match cash outflow maiatising from repayments of the funds borrowed aamyhgents of claims and cash inflow arising from éeeeceivables and insurance premium receivablesitanged in the portfolio. Repayment
schedules of leasing contracts made with the custorare structured considering the funding andtgdpsise of the Group. The cash in and out flow naus also supported by committed lending limitnfrqualified credit institutions and
shareholders.

In addition, the Group maintains reasonable amofinash on hand in order to protect itself agaimstrate of deviation from the expected in andoash flows in an unfavorable manner.

The table below analyses assets and liabilitiehefGroup into relevant maturity groupings basethenremaining period at balance sheet date toactofl maturity date.

2003
Up to 1 month 1 to 3 months 3 to 6 months 6 to 12anths Over 1 Year Total

Cash and cash equivalents 28,870,4: - - - - 28,870,4:
Minimum lease payments receivable 3,170,3¢ 26,999,9¢ 24,231,5¢ 35,943,364 75,137,486 165,489
Receivables from lease payments outstanding 7,939,9¢ - - - - 7,939,9¢
Premium receivable 13,222,11 8,234,9¢ 4,515,9¢ 591,289 - 26,564,3¢
Investment securities - 2,740,17 1,533,32 2,315,317 2,145,081 8,733,8¢
Investment in associates - - - - 8,766,320 8,766,32
Equipment to be leased - 9,328,3¢ - - - 9,328,3¢
Deferred acquisition costs - - - - 8,239,730 8,239,7:
Furniture and equipment - - - - 3,497,372 3,497,317
Intangible assets 244,360 488,720 733,080 1,466,160 3,803,489 6,735,8(
Other assets - 122,467 88,696 211,896 855,840 1,278,8¢
Deferred tax assets - - - - 540,549 540,549
Total assets 53,447,2¢ 47,914,72 31,102,68 40,528,026 102,985,867 275,978,5¢
Funds borrowed from banks 3,038,3¢ 14,232,7€ 24,79117 41,927,296 12,936,349 96,925,97
Trade payables 8,911,5¢ 673,414 1,330,4( 1,632,853 5,542,140 18,090,3¢
Advances from customers 2,331,5¢ - - - - 2,331,5¢
Due to insurance and reinsurance companies - - - - 7,852,195 7,852,1¢
Insurance technical reserves - - - - 29,964,673 29,964,617
Deferred commission income - - - - 2,876,476 2,876,471
Other liabilities and provisions 748,024 225,369 390,355 272,576 1,693,498 3,329,8:2
Income taxes payable - - 3,712,9¢ - - 3,712,9¢
Deferred tax liability 458,764 458,764
Minority interest - - - - 6,546,055 6,546,0¢
Equity - - - - 103,889,679 103,889,6"
Total liabilities 15,029,52 15,131,5¢ 30,224,9( 43,832,725 171,759,829 275,978,5!
Net liquidity gap 38,417,7¢ 32,783,117 877,747 (3,304,699) (68,773,96 -
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29. FINANCIAL RISK MANAGEMENT (continued)

2002
ASSETS Up to 1 month 1to 3 months 3 to 6 months 6 to btims Over 1 year Total
Cash and cash equivalents 20,319,0¢ 14,442 - - 20,333,5:
Minimum lease payments receivable 2,781,6¢ 24,894,844 24,353,37 40,761,2( 81,246,167 174,037,27
Receivables from lease payments 7,501,52 - - - 4,188,074 11,689,6(
outstanding
Premium receivable 2,779,4¢ 6,859,202 2,242,8¢ - - 11,881,5¢
Investments available for sale - 1,905,095 1,699,9( - 1,805,210 5,410,21
Investments in associates - - - - 9,454,289 9,454,2¢
Equipment to be leased - 3,372,076 - - - 3,372,07
Deferred acquisition cost - - - - 5,448,417 5,448,41
Furniture and equipment - - - - 2,860,641 2,860,64
Intangible assets 308,009 616,018 924,027 1,848,0¢F 12,014,655 15,710,7¢
Other assets 69,284 302,895 296,876 425,325 1,840,603 2,934,9¢
Deferred tax assets - - - - 524,380 524,380
Total assets 33,759,07 37,964,572 29,517,0¢ 43034,5¢ 119,382,436 263,657,7:
LIABILITES
Funds borrowed from banks - 67,642,688 17,499,1( 25,465,0¢ 25,452,626 136,059,4¢
Trade payables 3,870,8: 1,910,000 910,947 602,856 - 7,294,6%
Advances from customers 3,880,7¢ - - - - 3,88079
Due to insurance and reinsurance - 5,335,827 - - - 5,335,82
companies
Insurance technical reserves - - - - 12,283,442 12,283,4¢
Deferred commission income - - - - 1,563,902 1,563,9C
Other liabilities and provisions 3,381,5¢ 114,713 168,124 135,970 - 3,800,37
Income taxes payable - - 190,096 - - 190,096
Deferred tax liability - - - - 13,386,969 13,386,9¢
Equity - - - - 79,862,202 79,862,2(
Total liabilities 11,133,1¢ 75,003,228 18,768,2¢ 26,203,8¢ 132,549,141 263,657,7:
Net liquidity gap 22,625,8¢ (37,038,656) 10,748,7¢ 16,830,6¢ (13,166,70 -
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29. FINANCIAL RISK MANAGEMENT (continued)

Currency Risk

Foreign currency denominated assets and liabilibgsther with purchase and sale commitments gsketo foreign exchange exposure. The Group's paiido match cash flows arising from highly proleafuture sales and purchases in each

foreign currency.

The concentrations of assets, liabilities and affibce sheet items :

2003
ASSETS Turkish Lira U.S. Dollars Euro CHF Japanese Yen Otlers Total
Cash and cash equivalents 28,641,479 95,827 133,084 28 - 18 28,870,4:
Minimum lease payments receivable 62,179,047 51,326,568 50,812,7¢ 1,164,396 - - 165,482,7¢
Receivables from lease payments outstanding 196,904 4,252,893 3,490,0¢ 113 - - 7,939,9¢
Premium receivable 24,635,168 1,330,854 598,326 - - - 26,564,3¢
Investment in securities 8,733,899 - - - - - 8,733,8¢
Investment associates 8,766,320 - - - - - 8,766,32
Equipment to be leased 1,670,983 1,344,946 5,771,87 - 540,579 - 9,328,3¢
Deferred acquisition costs 8,239,730 - - - - - 8,239,7<
Furniture and equipment 3,497,372 - - - - - 3,497,337
Intangible assets 6,735,809 - - - - - 6,735,8C
Other assets 845,084 - 433,815 - - - 1,288
Deferred tax assets 540,549 - - - - - 540,549
Total assets 154,682,344 58,351,088 61,239,9% 1,164,537 540,579 18 275,978,5¢
LIABILITIES
Funds borrowed from banks - 56,442,873 39,161,4: 1,321,6661-0- -0- - 96,925,917
Trade payables 1,147,686 2,318,098 13,608,3: 472,056 544,190 - 18,090,3¢
Advances from customers 794,942 486,232 1,038,8¢ 11,275 239 - 2,331,5€
Due to insurance and reinsurance companies 7,735,273 57,476 59,446 - - - 7,852,1¢
Insurance technical reserves 29,964,673 - - - - - 29,964,61
Deferred commission income 2,876,476 - - - - - 2,876,47
Other liabilities and provisions 2,009,652 1,026,732 293,438 - - - 3,329,82
Income taxes payable 3,712,965 - - - - - 3,712 ,9¢
Deferred tax liability 458,764 - - - - - 458,764
Minority interest 6,546,055 - - - - - 6,546,05
Equity 103,889,679 - - - - - 103,889,6%
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Total liabilities 159,136,165 60,331,411 54,161,5% 1,804,997 544,429 - 275,978,5¢
Net on balance sheet position (4,453,821) (1,980,32: 7,078,4% (640,460) (3,850) 18 -
29. FINANCIAL RISK MANAGEMENT (continued)

2002
ASSETS Turkish Lira U.S. Dollars Euro CHF Japanese Yen e@th Total
Cash and cash equivalents 7,029,672 2,258,6¢ 10,903,982 141,202 - 21 20,333,52
Minimum lease payments receivable 32,574,680 69,092,8( 70,640,363 1,587,984 - 141,436 174,037,2°
Receivables from lease payments outstanding 5,289,8 4,668,41 1,581,359 - - - 11,689,6(
Premium receivable 10,332,418 1,491,2¢ 57,892 - - - 11,8813
Investments available for sale 5,410,212 - - - - - 5,410,21
Investment in associates 9,454,289 - - - - - 9,454,2¢
Equipment to be leased 2,714,882 - 506,596 - 150,598 - 3,372,07
Deferred acquisition costs 5,448,417 - - - - - 5,448,41
Furniture and equipment 2,860,641 - - - - - 2,860,64
Intangible assets 15,710,764 - - - - - 15,710,7¢
Other assets 1,867,749 117,298 949,936 - - - 2,934,9¢
Deferred tax assets 524,380 - - - - - 524,380
Total assets 99,367,932 77,628,4: 84,640,128 1,729,186 150,598 141,457 263,657,7.
LIABILITIES
Funds borrowed - 50,841,47 83,280,284 1,937,727 - - 136,059,4¢
Trade payables 1,586,480 373,541 2,880,797 1,910,000 543,819 - 7,294,6:
Advances from customers 3,880,794 - - - - - 3,880,7¢
Due to insurance and reinsurance companies 3,9%42,01 1,388,71 5,093 - - - 5,335,82
Insurance technical reserve 12,283,442 - - - - - 12,283,4«
Deferred commission income 1,563,902 - - - - - 1,563,9(
Other liabilities and provisions 3,612,219 178,825 9,326 - - - 3,800,37
Income taxes payable 190,096 - - - - - 190,096
Deferred tax liability 13,386,969 - - - - - 13,386,9¢
Equity 79,862,202 - - - - - 79,862,2(
Total liabilities 120,308,123 52,782,5¢ 86,175,500 3,847,727 543,819 - 263,657,7.
Net on balance sheet position (20,940,19 24,845,8¢ (1,535,37 (2,118,54 (393,221) 141,457 -
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29. FINANCIAL RISK MANAGEMENT (continued)

Interest Rate Risk

Interest rate risk arises from the possibility tbladnges in interest rates will affect the valuéirancial statements. The Group is exposed taasteate risk as a result of mismatches or gapiseimmounts of assets
and liabilities that mature or reprice in a giveipd. The Group manages this risk by matchingépeicing of assets and liabilities through riskragement strategies.

The table below summarizes the Group's exposuredrest rate risk on the basis of the remainimippeat the balance sheet date to the re-pricingpotractual dates whichever is earlier.

2003
ASSETS Up to 1 month 1 to 3 months 3 to 6 months 6 to 12anths 1to5 Year Non interest bearing Total
Cash and cash equivalents 28,648,2¢ - - - - 222,188 28,870,436
Minimum lease payments receivable 3,170,3¢ 26,999,9¢ 24,231,5¢ 35,943,3¢ 75,137,4¢ - 165,482,796
Receivables from lease payments outstanding - - - - - 7,939,995 7,939,995
Premium receivables - - - - - 26,564,348 26,564,348
Investments available for sale - 2,740,17 1,533,32 2,315,31 - 2,145,081 8,733,899
Investments in associates - - - - - 8,766,320 8,766,320
Equipment to be leased - - - - - 9,328,385 9,328,385
Deferred acquisition costs - - - - - 8,239,730 8,239,730
Furniture and equipment - - - - - 3,497,372 3,497,372
Intangible assets - - - - - 6,735,809 6,735,809
Other assets - 245,665 188,150 - - 845,084 1,278,899
Deferred tax asset - - - - - 540,549 540,549
Total assets 31,818,6( 29,985,8t 25,953,0¢ 38,258,6¢ 75,137,4¢ 74,824,861 275,978,538
LIABILITIES
Funds borrowed 10,626,2¢ 14,150,8¢ 26,548,7: 34,995,0¢ 10,605,07% - 96,925,972
Trade payables - - - - - 18,090,369 18,090,369
Advances from customers - - - - - 2,331,568 2,331,568
Due to insurance and reinsurance companies - - - - - 7,852,195 7,852,195
Insurance technical reserves - - - - - 29,964,673 29,964,673
Deferred commission income - - - - - 2,876,476 2,876,476
Other liabilities and provisions - - - - - 3,329,822 3,329,822
Income taxes payable - - - - - 3,712,965 3,712,965
Deferred tax liability - - - - - 458,764 458,764
Minority interest - - - - - 6,546,055 6,546,055
Equity - - - - - 103,889,679 103,889,679
Total liabilities 10,626,2¢ 14,150,8¢ 26,548,7: 34,995,0¢ 10,605,017 179,052,566 275,978,538
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On balance sheet interest sensitivity gap 21,192,3¢ 15,834,97 (595,661) 3,263,65 64,532,41 (104,227,70¢

Total interest sensitivity gap 21,192,3¢ 15,834,971 (595,661) 3,263,62 64,532,41 (104,227,70¢
29. FINANCIAL RISK MANAGEMENT (continued)
Interest Rate Risk

2002

ASSETS Up to 1 month 1 to 3 months 3 to 6 months 6 to btims 1to5 Year Non interest bearing Total
Cash and cash equivalents 20,311,7¢ - - - - 21,786 20,333,5:
Minimum lease payments receivable 2,781,6¢ 24,894,844 24,353,375 40,761,2( 81,246,1¢ - 174,037,2°
Receivables from lease payments outstanding - - - - 11,689,605 11,689,6(
Premium receivable - - - - 11,881,558 11,881,5¢
Investments available for sale - 1,905,095 1,699,907 - - 1,805,210 5,410,21
Investment in associates - - - - 9,454,289 9,454,2¢
Equipment to be leased - - - - 3,372,076 3,372,017
Deferred acquisition costs - - - - 5,448,417 5,448,41
Furniture and equipment - - - - 2,860,641 2,860,64
Intangible assets - - - - 15,710,764 1%]10,7¢€
Other assets 314,839 136,216 98,655 234,871 480,194 1,670,208 2,934,9¢
Deferred tax assets - - - - - 524,380 524,380
Total assets 23,408, 2¢ 26,936,155 26,151,937 40,996,0% 81,726,3¢ 64,438,934 263,657,7.
LIABILITIES
Funds borrowed - 80,795,994 34,926,003 19,271,2¢ 1,066,1¢ - 136,059,4¢
Trade payables - - - - - 7,294,637 7,294,6%
Advances from customers - - - - - 3,880,794 3,880,7¢
Due to insurance and reinsurance companies - - - - - 5,335,827 5,335,82
Insurance technical reserves - - - - - 12,283,442 12,283,4«
Deferred commission income - - - - - 1,563,902 1,563,9(
Other liabilities and provisions - - - - - 3,8000B7 3,800,37
Income taxes payable - - - - - 190,096 190,096
Deferred tax liability - - - - - 13,386,969 13,386,9¢
Equity - - - - - 79,862,202 79,862,2(
Total liabilities - 80,795,994 34,926,003 19,271,2¢ 1,066,1¢ 127,598,239 263,657,7.
On balance sheet interest sensitivity gap 23,408,2¢ (53,859,83 (8,774,06! 21,724,771 80,660,1¢ (63,159,30 -
Total interest sensitivity gap 23,408, 2¢ (53,859,83 (8,774,061 21,724,71 80,660,1¢ (63,159,30 -
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30. FAIR VALUE OF FINANCIAL INSTRUMENTS

Set out below is a comparison by category of cagyamounts and fair values of the Group's financial
instruments that are carried in the consolidatealrftial statements at other than fair values.

Carrying amount Fair value
2003 2002 2003 2002
Financial assets
Net investment in finance leases 165,482,796 174,037,272 175,613,245 177,711,829
(Note 5)
Financial liabilities
Funds borrowed 96,925,972 136,059,481 96,866,799 136,236,831

The following methods and assumptions were usedstimate the fair values of the Group's financial
instruments:

The interest used to determine the fair valuegaéé contracts receivables, applied on the bakirest date to
reflect active market price quotations are as vato

Interest Rates Applied (%)

2003 2002
Turkish Lira 27.50 71.00
U.S. Dollars 12.00 12.00
EURO 10.50 12.00
CHF 7.00 12.00
JPY - 12.00

For cash and cash equivalents, receivables frose lpayments outstanding, advances from customdrgade
payables carried at cost or amortized cost, fainevés estimated to approximate carrying value tuéheir
short-term nature.

The carrying value of premium receivable along wighated provision for uncollectibility is consi@er to
approximate their fair values. Carrying value dahsarer current accounts and premium reserveshegetith
the respective accrued finance costs are considerggproximate their respective fair values dushtort term
nature.

To the extent relevant and reliable informatiomvailable from financial markets in Turkey, therfaalue of
financial instruments is based on such market data.

31. SUBSEQUENT EVENTS

a) Effective January 1, 2004, the retirement pdingehas been increased to TL 1,485.

b) On January 26, 2004, the Group has participatstiare capital increase of Gima Giddmiyag Mamdilleri
by TL 499,999.

¢) On January 22, 2004, the Group purchased aibgjldhich is presently used by Finansbank./as head
office, from Finans Gayrimenkul at an amount of 410,300,000 and leased the building to FinansbaSk A.
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